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DEFINITIONS

In this Circular, the following definitions apply throughout unless the context otherwise requires or

otherwise stated:

“2016 Placement” : The placement of 141,176,470 Shares in the Company to

raise approximately S$12,000,000 pursuant to subscription

agreements dated 2 September 2016.

“Acquisition” : The acquisition of 19.9% of the issued and paid-up share

capital of the Target Company pursuant to the First Sale

and Purchase Agreement.

“Addendum” : The addendum dated 28 November 2016.

“Additional Acquisition” : The acquisition of the remaining 40.1% of Vendor’s total

shareholding in the Target Company pursuant to the

Second Sale and Purchase Agreement.

“Adjusted Issue Price or

Adjustment”

: The adjusted Issue Price in the event that the total number

of issued ordinary shares in the capital of the Company

(excluding treasury Singapore) increases during the period

from the date of the First Supplemental Agreement up to

the ALA LPD.

“AERP” : Authorisation for reservation of mining perimeters for

exclusive use issued by the Bureau du Cadastre Minier de

Madagascar.

“ALA LPD” : 18 December 2017, the date preceding the date of

submission by the Company of the additional listing

application to the SGX-ST on 19 December 2017.

“Al Maynard” : Al Maynard and Associates Pty Ltd.

“Al Maynard Report” : The independent valuation report issued by Al Maynard on

30 September 2016.

“Announcements” : The announcements on the Proposed Acquisition dated

20 May 2016, 10 June 2016, 1 July 2016, 1 August 2017,

22 September 2017, 28 September 2017, 16 November

2017, 21 December 2017, 1 January 2018, 1 March 2018,

28 June 2018 and 16 September 2018.
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“Approvals” : All approvals, consents, licences, permits, waivers and

exemptions for the sale and purchase of the shares

representing the 60% interest in the Target Company, and

the transactions contemplated under the Sale and

Purchase Agreements having being granted by third

parties including all legislative, executive, regulatory,

judicial or other authorities in Singapore or any other

jurisdiction to the Vendor, the Target Company or the

Operating Company (as the case may be) and, where any

such Approval is subject to conditions, such conditions

being reasonably acceptable to the Company, and, if such

conditions are required to be fulfilled before the completion

date of the Proposed Acquisition, they are so fulfilled, and

such Approvals remaining in full force and effect.

“Behre Dolbear” : Behre Dolbear Australia Pty Limited.

“Board” or “Directors” : The board of Directors of the Company as at the date of

this Circular as at the Latest Practicable Date.

“Bureau du Cadastre

Minier de Madagascar

Suspension Notice”

: The note issued by the Bureau du Cadastre Minier de

Madagascar explaining that it had suspended the filing

demands for (i) authorisation for reservation of mining

perimeters for exclusive use and (ii) mining licences until

further notice.

“CDP” : The Central Depository (Pte) Limited.

“Circular” : This explanatory letter, together with all attachments and

the Notice of Meeting addressed to Shareholders.

“Companies Act” : The Companies Act, Chapter 50 of Singapore, as amended

from time to time.

“Company” : ISR Capital Limited (Company Registration No.

200104762G), incorporated in the Republic of Singapore,

with the registered address at 83 Clemenceau Avenue,

#10-03 UE Square, Singapore 239920.

“Completion” : The completion of the sale and purchase of the Sale

Shares under the SPAs.

“Completion Date” : The date on which Completion occurs.

“Conditions Precedent” : The conditions precedent of the Proposed Acquisition.

“Consideration” : S$2,989,029.
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“Consideration Shares” : The 747,257,307 new Shares in the Company,

representing the Consideration Shares for First Sale and

Purchase Agreement and the Consideration Shares for

Second Sale and Purchase Agreement, totalling

approximately 29% of the total issued share capital of the

Company as at ALA LPD, and 23% of the total issued share

capital of the Company on an enlarged basis as at ALA LPD

and 19% of the total issued share capital of the Company

as at the Latest Practicable Date, to be issued by the

Company to the Vendor in satisfaction of the Consideration

for the Proposed Acquisition.

“Consideration Shares for

First Sale and Purchase

Agreement”

: The 247,840,340 new Shares in the Company,

representing approximately 9.6% of the total issued share

capital of the Company as at ALA LPD, and 7.5% of the

total issued share capital of the Company on an enlarged

basis as at ALA LPD and 6.3% of the total issued share

capital of the Company as at the Latest Practicable Date, to

be issued by the Company to the Vendor in satisfaction of

the Consideration for the Acquisition.

“Consideration Shares for

Second Sale and

Purchase Agreement”

: The 499,416,967 new Shares in the Company,

representing approximately 19.5% of the total issued share

capital of the Company as at ALA LPD, and 15.1% of the

total issued share capital of the Company on an enlarged

basis as at ALA LPD and 12.8% of the total issued share

capital of the Company as at the Latest Practicable Date, to

be issued by the Company to the Vendor in satisfaction of

the Consideration for the Additional Acquisition.

“controlling interest” : The interest of the Controlling Shareholder(s).

“Controlling Shareholder” : A person who:

(a) holds directly or indirectly 15% or more of the nominal

amount of all voting shares in the Company. The

SGX-ST may determine that a person who satisfies

this paragraph is not a controlling shareholder; or

(b) in fact exercises Control over the Company.

“CPF” : The Central Provident Fund

“Depositor”, “Depository

Agent”, and “Depository

Register”

: The terms “Depositor”, “Depository Agent” and “Depository

Register” shall have the meanings given to them

respectively in section 81SF of the SFA.

“Director” : A director of the Company for the time being.

“Diversification” : The diversification of the Company’s business scope to

include the New Business as a result of the completion of

the Proposed Acquisition.
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“ECP Appointment” : The appointment of Empire Capital on 26 May 2016.

“EGM” : The extraordinary general meeting of the Company called

for by the Notice of Meeting.

“Empire Capital” : Empire Capital Partners Pty Ltd.

“Encumbrances” : Mortgage, charge, pledge, lien, option, restriction, right of

first refusal, right of pre-emption, third-party right or

interest, other encumbrance or security interest of any

kind, or another type of preferential arrangement (including

a title transfer and retention arrangement) having similar

effect.

“Enlarged Share Capital” : The enlarged share capital of the Company after the issue

of the Consideration Shares.

“EPS” : The consolidated earnings for each Share attributable to

shareholders.

“EUR” or “C” : The single currency of participating member states of the

European Union.

“Existing Share Capital” : The share capital of the Company prior to the issuance of

the Consideration Shares.

“Exploration Licence” : The exploration licence PR 6698 which grants exclusive

rights for prospecting and research in the project area

covering approximately 238km2.

“First Sale and Purchase

Agreement”

: The first sale and purchase agreement entered into

between the Company and the Vendor dated 9 June 2016.

“First SPA Consideration

Shares”

: 132,666,670 consideration shares to be issued to the

Vendor pursuant to the First Sale and Purchase

Agreement.

“First Subscription

Tranche”

: The first subscription tranche of the 2016 Placement which

was completed on 20 October 2016, pursuant to which

70,588,236 shares were allotted and issued to the

subscribers.

“First Supplemental

Agreement”

: The supplemental agreement entered into between the

Company and the Vendor dated 31 July 2017.

“Fourth Supplemental

Agreement”

: The supplemental agreement entered into between the

Company and the Vendor dated 28 June 2018.

“FY” : Financial year ended or ending 31 December, as the case

may be.

“Geologica” : Geologica Pty Ltd.
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“Geologica Report” : The independent valuation report issued by Geologica on

15 July 2016.

“Group” : The Company and its subsidiaries (as defined in section 5

of the Companies Act).

“Initial Maturity Date” : 28 September 2017, the initial maturity date of the ISR

Facility Agreement.

“ISR Facility Agreement” : The facility agreement entered into between ISR Global

Pte. Ltd. and the Target Company dated 26 September

2016.

“Issue Price” : S$0.004.

“Latest Practicable Date” : 4 October 2018, being the latest practicable date prior to

the printing of this Circular.

“Legis” : LEGIS & Partners.

“Lexel” : Lexel Juridique & Fiscal.

“Listing Rules” : The listing manual of SGX-ST, as amended or modified

from time to time.

“Loan” : A short-term secured bridging loan facility of up to

S$6,000,000 granted by the Target Company to the

Company pursuant to the ISR Facility Agreement.

“Long-stop Date” : The long-stop date for the Proposed Acquisition.

“Market Day” : A day on which the SGX-ST is open for trading in

securities.

“Maturity Date” : 31 December 2018, the extended maturity date of the ISR

Facility Agreement.

“Morrison” : Timothy Morrison.

“MTP” : Minimum Trading Price.

“New Business” : The expanded business scope pursuant to the

Diversification, including:

(a) the ownership, operation, management and

production of a rare earth oxides mine in Madagascar

(i.e. the Project);

(b) the sale and distribution of the rare earth oxides; and

(c) the provision of technical support and services

relating to rare earth oxides mining.
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“NFC” : China Non Ferrous Metal Industry’s Foreign Engineering

and Construction Co., Ltd.

“Notice of EGM” : The notice of meeting, calling for an extraordinary meeting

of the Shareholders attached to this Circular.

“NTA” : The consolidated net tangible assets attributable to

Shareholders.

“Operating Company” : Tantalum Rare Earth Malagasy S.A.R.L.U., a company

incorporated under the laws of Madagascar with company

number 2008 B 00055.

“Ordinary Resolutions” : The ordinary resolutions set out in the Notice of EGM.

“Original Consideration” : The initial consideration which was agreed between the

parties which amounted to S$40 million for the purchase of

a 60% stake of the Target Company pursuant to the SPAs.

“Original Consideration

Shares”

: 400,000,000 consideration shares to be issued to the

Vendor pursuant to the SPAs.

“Original Issue Price” : The issue price of S$0.10 pursuant to the First Sale and

Purchase Agreement.

“Parties” : The parties to the SPAs; namely, the Vendor and the

Company.

“Project” : The area under which the Operating Company holds the

Exploration Licence to explore and develop, which area is

reported to host REOs.

“Proposed Acquisition” : The proposed acquisition of an aggregate of 60.0% of the

shareholding interest in the Target Company pursuant to

the terms of the SPAs.

“Register of Members” : Register of members of the Company.

“REOs” : Rare Earth Oxides.

“Sale Shares” : 7,775,236 shares representing 60% of the issued and

paid-up share capital of the Target, being the shares to be

acquired by the Company from the Vendor, to be held in the

name of the Company or such person as the Company

directs.

“Second Sale and

Purchase Agreement”

: The second sale and purchase agreement entered into

between the Company and the Vendor on 30 June 2016.

“Second Subscription

Tranche”

: The second subscription tranche of the 2016 placement,

which is subject to the satisfaction of certain conditions

precedent and have currently not been fulfilled.
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“Second Supplemental

Agreement”

: The supplemental agreement entered into between the

Company and the Vendor dated 31 December 2017.

“Second TRE SPA” : The sale and purchase agreement entered into between

the Vendor and TRE AG on 2 March 2016.

“Securities Account” : The securities account maintained by a Depositor with

CDP.

“SFA” : Securities and Futures Act (Cap. 289) of Singapore, as

amended, varied or supplemented from time to time.

“SGD” or “S$” and “cents” : The lawful currency of the Republic of Singapore.

“SGS Report” : The National Instrument 43-101 Technical Report prepared

and issued by SGS Canada Inc dated 20 October 2014.

“SGXNET” : The SGXNET Corporate Announcement System, being a

system network used by listed companies to send

information and announcements to the SGX-ST or any

other system networks prescribed by the SGX-ST.

“SGX-ST” : The Singapore Exchange Securities Trading Limited.

“Shareholders” : The registered holders of Shares in the Register of

Members or, where the registered holder is CDP, the term

“Shareholders” shall, in relation to such Shares and where

the context admits, mean the persons named as

Depositors in the Depository Register maintained by CDP

whose Securities Accounts are credited with those Shares.

“Share Pledge” : The share pledge in respect of the Vendor’s 60%

shareholding interest in the Target as continuing security

for the Loan.

“Shares” : Ordinary shares in the capital of the Company, and each a

“Share”.

“SPAs” : The First Sale and Purchase Agreement and the Second

Sale and Purchase Agreement, as amended by the

Addendum and the Supplemental Agreements.

“Substantial Shareholder” : A person (including a corporation) who has an interest in

not less than 5% of the total issued voting Shares.

“Supplemental

Agreements”

: The First Supplemental Agreement, the Second

Supplemental Agreement, the Third Supplemental

Agreement and the Fourth Supplemental Agreement.

“Target Company” : Tantalum Holding (Mauritius) Ltd, a company incorporated

under the laws of Mauritius with company number 077013

C2/GBL.
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“Technical Report” : The technical report commissioned by the Company and

issued by Behre Dolbear Australia Pty Limited dated

21 September 2017 and updated on 20 September 2018 in

relation to the Project, in accordance with the requirements

of the VALMIN Code (Australasian Code for Public

Reporting of Technical Assessments and Valuations of

Mineral Assets – 2015) and in compliance with the Code

and Guidelines for Reporting Exploration Results, Mineral

Resources and Ore Reserves – Joint Ore Reserve

Committee of the Australasian Institute of Mining and

Metallurgy, Australian Institute of Geoscientists and

Minerals Council of Australia – December 2012.

“Third Supplemental

Agreement”

: The supplemental agreement entered into between the

Company and the Vendor dated 1 March 2018.

“Transactions” : The Proposed Acquisition, the issue and allotment of the

Consideration Shares, the transfer of the controlling

interest, and the Diversification.

“TRE AG” : Tantalus Rare Earths AG.

“Updated SGS Report” : The updated report issued by SGS Canada Inc. on 10 June

2016 and submitted to the SGX-ST on 13 September 2016.

“Vendor” : REO Magnetic Pte. Ltd.

“US$” or “United States

Dollars”

: The lawful currency of the United States of America.

“Virtus Law” : Virtus Law LLP.

“VWAP” : The volume weighted average price.

“%” or “percent” : Per centum or percentage.

In this Circular:

(i) The terms “Depositor”, “Depository Agent” and “Depository Register” shall have the

meanings ascribed to them respectively in Section 81SF of the SFA.

(ii) The terms “subsidiaries” and “relevant intermediary” shall have the meanings ascribed

to them respectively in the Companies Act.

(iii) Except where specifically defined, the terms “we”, “us” and “our” in this Circular refer to the

Group.

(iv) Words importing the singular shall, where applicable, include the plural and vice versa and

words importing the masculine gender shall, where applicable, include the feminine gender

and the neuter gender and vice versa. References to persons shall include corporations.
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(v) Any reference in this Circular to any statute or enactment is a reference to that statute or

enactment as for the time being amended or re-enacted. Any word defined under the Act,

the Listing Manual or any statutory modification thereof and used in this Circular shall have

the meaning assigned to it under the Act, the Listing Manual or any statutory modification

thereof, as the case may be, unless otherwise provided.

(vi) Any reference to a time of day and date in this Circular is made by reference to Singapore

time and date respectively, unless otherwise stated.

(vii) Any discrepancies in figures included in this Circular between the amounts listed and the

totals thereof are due to rounding. Accordingly, figures shown as totals in this Circular may

not be an arithmetic aggregation of the figures that precede them.

(viii) The headings in this Circular are inserted for convenience only and shall be ignored in

construing this Circular.
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LETTER TO SHAREHOLDERS

ISR CAPITAL LIMITED
(Incorporated in the Republic of Singapore)

(Company Registration Number: 200104762G)

Board of Directors: Registered Office:

Chen Tong (Executive Chairman)

Kwok Wei Woon (Lead Independent Non-Executive Director)

Lee Ka Shao (Independent Non-Executive Director)

Lin, Chen Hsin (Independent Non-Executive Director)

83 Clemenceau Avenue

#10-03 UE Square

Singapore 239920

Date: 15 October 2018

To: The Shareholders of the Company

Dear Sir/Madam

1. INTRODUCTION

1.1 The Proposed Acquisition

1.1.1 On 10 June 2016, the Board announced that the Company had, on 9 June 2016, entered

into the First Sale and Purchase Agreement with REO Magnetic Pte. Ltd. (the “Vendor”)

under which the Company agreed to purchase such number of ordinary shares held by the

Vendor in Tantalum Holding (Mauritius) Ltd (the “Target Company”) which represented

19.9% of the issued and paid-up share capital of the Target Company (the “Acquisition”).

The consideration for the Acquisition is S$991,361 and shall be satisfied by the issue and

allotment of 247,840,340 new Shares in the Company, representing approximately 9.6%

of the total issued share capital of the Company as at ALA LPD, and 7.5% of the total

issued share capital of the Company on an enlarged basis as at ALA LPD and 6.3% of the

total issued share capital of the Company on an enlarged basis as at the Latest

Practicable Date, to be issued by the Company to the Vendor in satisfaction of the

Consideration for the Acquisition (“Consideration Shares for First Sale and Purchase

Agreement”) (as set out in paragraphs 3.12 to 3.17 below). The consideration for the First

Sale and Purchase Agreement was initially agreed at S$13,266,667.

1.1.2 On 1 July 2016, the Board announced that the Company had, on 30 June 2016, entered

into the Second Sale and Purchase Agreement with the Vendor to purchase the remaining

40.1% of the Vendor’s total shareholding in the Target Company (the “Additional

Acquisition”, and collectively with the Acquisition, the “Proposed Acquisition”). The

consideration for the Additional Acquisition is S$1,997,668 and shall be satisfied by the

issue and allotment of 499,416,967 new Shares in the Company, representing

approximately 19.5% of the total issued share capital of the Company as at ALA LPD, and

15.1% of the total issued share capital of the Company on an enlarged basis as at ALA

LPD and 12.8% of the total issued share capital of the Company on an enlarged basis as

at the Latest Practicable Date, to be issued by the Company to the Vendor in satisfaction

of the Consideration for the Additional Acquisition (“Consideration Shares for Second

Sale and Purchase Agreement”, together with the Consideration Shares for First Sale

and Purchase Agreement, the “Consideration Shares”) (as set out in paragraphs 3.12 to

3.17 below). The consideration for the Second Sale and Purchase Agreement was initially

agreed at S$26,733,333. In addition, the Company had also entered into an addendum

dated 28 November 2016 (the “Addendum”), a supplemental agreement dated 31 July

2017 (the “First Supplemental Agreement”), a supplemental agreement dated
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31 December 2017 (the “Second Supplemental Agreement”), a supplemental agreement

dated 1 March 2018 (the “Third Supplemental Agreement”), and a supplemental

agreement dated 28 June 2018 (the “Fourth Supplemental Agreement”) (the

“Supplemental Agreements”, and collectively with the First Sale and Purchase

Agreement, the Second Sale and Purchase Agreement and the Addendum, the “SPAs”).

1.1.3 The total consideration for the Proposed Acquisition is equivalent to a value of

S$2,989,029 which shall be fully satisfied by the issue and allotment of 747,257,307

Consideration Shares to the Vendor at the Issue Price of S$0.004 per Consideration

Share. The Consideration Shares represent approximately 29% of the total issued share

capital of the Company as at ALA LPD, 23% of the total issued share capital of the

Company on an enlarged basis as at ALA LPD and 19% of the total issued share capital

of the Company on an enlarged basis as at the Latest Practicable Date.

1.2 Circular

1.2.1 The Proposed Acquisition, the issue and allotment of the Consideration Shares, the

transfer of the controlling interest and the Diversification are collectively referred to as the

“Transactions”.

1.2.2 The Board is proposing to convene the EGM to seek Shareholders’ approval in respect of

the Ordinary Resolutions 1 to 4 to approve the Transactions.

2. THE PROPOSED ACQUISITION AS A MAJOR TRANSACTION

2.1 The purpose of this Circular is to provide Shareholders with information relating to, and the

rationale for, the Ordinary Resolutions and to seek Shareholders’ approval for the same at

the EGM to be held on 30 October 2018 at 10:00 a.m. at TKP Conference Center,

137 Cecil Street, #04-01 (Shibuya), Singapore 069537. The Notice of EGM is set out on

pages 125 to 127 of this Circular.

2.2 The Proposed Acquisition is classified as a “Major Transaction” as defined under

Chapter 10 of the Listing Manual. Therefore, in accordance with Rule 1014 of the Listing

Manual, the Company is required to seek the approval of its shareholders for the Proposed

Acquisition. In addition, pursuant to Rule 803 of the Listing Manual, as the issue of the

Consideration Shares would amount to a transfer of a controlling interest in the Company,

Shareholders’ approval is required.

2.3 This Circular has been prepared solely for the purposes set out herein and may not be

relied upon by any persons (other than the Shareholders to whom this Circular is

dispatched) or for any other purpose.

2.4 Shareholders should note that the ordinary resolutions 1 to 4 are inter-conditional.

Accordingly, the approval of a transaction by an ordinary resolution is inter-conditional with

the approval of each of the other transactions to be approved in the other ordinary

resolutions.

2.5 As the Proposed Acquisition and the issue of consideration shares are subject to further

conditions precedent in the SPAs, the transactions may not take place if any of the

conditions set out in the SPAs are not satisfied. The Conditions Precedent (as defined

below) are set out in paragraph 3.49 below.
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3. INFORMATION ON THE PROPOSED ACQUISITION

Introduction

3.1 On 20 May 2016, the Company announced that it had signed a memorandum of

understanding (the “MOU”) with the Vendor in relation to the Acquisition, under which the

Company has 45 days to undertake preliminary legal, commercial and technical due

diligence on the Project, the Vendor and any other relevant entities prior to the Company

entering into a formal agreement.

3.2 The Company had on 9 June 2016 and 30 June 2016 entered into the First Sale and

Purchase Agreement and Second Sale and Purchase Agreement respectively. In addition,

the Company had also entered into the Addendum dated 28 November 2016 to extend the

long-stop date of the First Sale and Purchase Agreement and the Second Sale and

Purchase Agreement to 30 June 2017; and the Second Supplemental Agreement, Third

Supplemental Agreement and Fourth Supplemental Agreement to, inter alia, amend the

consideration for the Proposed Acquisition (details in paragraphs 3.12 to 3.17 below),

extend the long-stop date to 31 December 2018, and reduce the moratorium on the

Consideration Shares from twelve (12) months to nine (9) months, and further to six (6)

months from the date of the issue of the Consideration Shares.

3.3 Subject to the terms and conditions of the SPAs, the Company has agreed to purchase,

and the Vendor has agreed to sell, the Sale Shares, free from all Encumbrances, together

with the rights attaching or accruing to the Sale Shares on Completion. The Sale Shares

shall be held in the name of the Company’s wholly owned subsidiary, ISR Global Pte. Ltd.

3.4 The total consideration payable by the Company is S$2,989,029. The total consideration

was arrived at on a willing buyer, willing seller basis, taking into consideration the

Technical Report (as defined below) issued by Behre Dolbear Australia Pty Limited

(“Behre Dolbear”) (as set out in paragraphs 3.9 and 3.19 below). The Board is of the view

that S$2,989,029 is a reasonable price to pay for the Proposed Acquisition (i.e. 60% of the

Project), taking into consideration Behre Dolbear’s overall assessment of the value of the

Project which is within the range of US$26.9 million to US$58.5 million with a preferred

most likely value of US$44.5 million (approximately S$61.4 million), which translates to

approximately US$26.7 million (approximately S$36.8 million).

Independent Qualified Persons Technical Report and Valuation Report

3.5 A National Instrument 43-101 Technical Report dated 20 October 2014 was prepared and

issued by SGS Canada Inc (the “SGS Report”), which represented the first update to the

mineral resource first published by SRK Exploration Services Ltd in 2013 which was

commissioned by Tantalus Rare Earths AG (“TRE AG”). An updated report which was

commissioned by the Company was issued by SGS Canada Inc. on 10 June 2016 and

announced on the SGXNET on 13 September 2016 (the “Updated SGS Report”).

Pursuant to the Updated SGS Report, the resource base has increased significantly since

the maiden estimation, in large part due to the test pitting completed in the North West

Territory of Madagascar. The SGS Report also states that the Madagascar property is

significant because it hosts a vast resource of ionic clays whose value is driven by the

critical group of rare earth elements. SRK Exploration Services Ltd provides independent

field and technical consulting services to the mineral exploration sector. As the entities in

question are separate entities, the Company is unable to confirm the shareholdings of

SRK Exploration Services Ltd. and of SGS Canada Inc. to determine if SRK Exploration

Services Ltd. is part of SGS Canada Inc. For avoidance of doubt, there was no

consideration nor valuation of the Project mentioned in the SGS Report as it was a

technical report which presented a technical review of the geology and the mineralisation
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on the property in Madagascar. This report included, inter alia, a summary of previous

work, a detailed description of new geological work carried out and updated resource

estimation etc. The SGS Report is not a valuation report. SGS Canada Inc and SRK

Exploration Services Ltd. conducted site visits in the drafting of their reports. Both SGS

Canada Inc1 and SRK Exploration Services Ltd. are companies focusing on various

services in mining and exploration areas.

3.6 The Company engaged Geologica Pty Ltd (“Geologica”) to perform an independent

valuation of the estimated economic value of the rare earth elements assets within the

Project. An independent valuation report was issued by Geologica on 15 July 2016 (the

“Geologica Report”), which concluded that a valuation amount of US$1.08 billion was

considered to be a fair and reasonable value for the Project, which was within a standard

margin of error of +/-10%. Geologica is a geological consulting service provider which was

involved in projects such as logging rotary air blast samples in the Murchison; coal

stockpile analysis in Kalimantan; Manganese stockpile sampling at Peak Hill; and iron

sands exploration in Sumatra. The Geologica Report was prepared by Mr Brian Davis, who

is a member of the Australian Institute of Mining and Metallurgy and the Australian Institute

of Geoscientists. Mr Brian Davis is considered a Practitioner or Technical Specialist under

the VALMIN 2015 Code and has the experience and authority to assess or value mineral

assets.

3.7 Subsequent to the issuance of the Geologica Report, the Company received a response

from SGX-ST that a resubmission by an independent valuation report was required as the

independent valuation report from Geologica was issued by a sole practitioner.

Subsequently, on 24 October 2016, the Company submitted a new independent valuation

report issued by Al Maynard and Associates (“Al Maynard”) on 30 September 2016 (the

“Al Maynard Report”) to SGX-ST, which valued the Project at US$1.11 billion. Al Maynard

provides a range of professional services to the mineral industry and it specialises in

geological mapping, remote sensing applications, geochemical sampling, design and

managing implementation of drill hole programmes, prospect evaluations and tenement

selection based upon sound geological, geochemical and geophysical criteria. As

mentioned in the Al Maynard Report, the report has been prepared by Mr Allen J. Maynard,

who is the principal of Al Maynard, a qualified geologist, a member of the Australasian

Institute of Mining and Metallurgy and a member of the Australian Institute of

Geoscientists. He has had over 35 years of continuous experience in mineral exploration

and evaluation and more than 30 years’ experience in mineral asset valuation.

3.8 On 21 November 2016, the SGX-ST had raised further queries regarding the Al Maynard

Report, which included questions relating to, inter alia: (a) whether the Al Maynard Report

was prepared in compliance with the VALMIN Code; (b) a discussion on the data

collection, quality controls etc. for the mineral resource estimates; (c) the similarity in

sections 4.1 to 4.9 and 5.2.1 to 5.2.2 of the Al Maynard Report and sections 1.1 to 1.7, 1.9

to 1.10 and 2.1.1 to 2.1.2 of the Geologica Report; (d) whether the assigned value of

US$1.11 billion was estimated based on unprocessed rare earth element concentrate

priced at the unprocessed rare earth element prices or based on pure and processed

metal prices; and (e) why the Al Maynard Report did not take into account actual and

potential transactions (i.e. transactions of the Target Company between TRE AG and the

Vendor and the Vendor and the Company). The Company had relied on the valuations of

the Project provided by Al Maynard and Geologica which had represented in their

valuation reports that their reports were prepared in accordance with the VALMIN Code,

and have made our announcements based on such reliance. The Company only realised

later that the valuations were based on the in-situ value of the resource when Behre

Dolbear provided their draft report in July 2017. In response to SGX-ST’s queries, the

Company had announced in a “Statement by Executive Chairman, Mr Chen Tong” on

1 http://www.sgs.ca/en/mining accessed on 4 October 2018.
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7 December 2016 that the Company intended to commission a third independent report to

assess the value of the Project. Behre Dolbear was subsequently commissioned to

prepare the third independent valuation report. Further, in a recent announcement by the

AusIMM Ethics Committee (“Ethics Committee”) dated February 2018, Mr Brian Davis

and Mr Allen John Maynard, the previous valuers from Geologica and Al Maynard, were

recently suspended from membership for a period of four months and six months

respectively for producing reports which used a valuation primarily based on the in-situ

value of the metal. Pursuant to the announcement, the Ethics Committee found the reports

to be in breach of the VALMIN Code. As the initial valuations of the Project determined by

Geologica and Al Maynard were based on the in-situ value of the resource, the initial

valuations were an overestimate of the actual value of the Project. The Company first

realised that the initial valuations might be an overestimate of the actual value of the

Project when Behre Dolbear provided the draft Technical Report in the last week of July

2017, and confirmed that the initial valuations are an overestimate upon the issuance of

the Technical Report on 21 September 2017. The Technical Report was subsequently

updated and issued on 20 September 2018 with the effective date for the valuation being

1 August 2018. Section 18.7 (Other Expert Valuations) of the Technical Report described

the two previous valuation reports purported to use a Yardstick method and a Comparable

Transaction method in assessing value, but the methods used were (a) essentially based

on an assessment of the in-situ value of the contained rare earths in the resource modified

slightly by an assumed recovery factor and (b) on an assessment of net present value of

three other rare earth projects, not, as suggested, related to any comparable transactions.

Please refer to Section 18.7 of the Technical Report for further details.

3.9 An Independent Qualified Persons Technical Report (the “Technical Report”) dated

20 September 2018 was commissioned by the Company and issued by Behre Dolbear, in

accordance with the requirements of the VALMIN Code (Australasian Code for Public

Reporting of Technical Assessments and Valuations of Mineral Assets – 2015) and in

compliance with the Code and Guidelines for Reporting Exploration Results, Mineral

Resources and Ore Reserves – Joint Ore Reserve Committee of the Australasian Institute

of Mining and Metallurgy, Australian Institute of Geoscientists and Minerals Council of

Australia – December 2012. Behre Dolbear has confirmed that it is within the definition of

“qualified person” and fulfils the criteria under Rule 210(9)(b) of the Listing Rules, and has

valued the Project at a preferred value of US$44.5 million (approximately S$61.4 million).

The Technical Report also provided the first resources in the measured and indicated

resources and the first application of a cut-off grade to resources in the ionic clays for this

Project.

Past Consideration

3.10 The consideration for the First Sale and Purchase Agreement was initially agreed at

S$13,266,667 for the sale and purchase of a 19.9% stake of the Target Company, taking

into account the resource statement contained in the SGS Report, to be paid by the

Company by way of allotment and issue of consideration shares at an issue price of

S$0.10 (the “Original Issue Price”), representing a premium of $0.0082 (approximately a

premium of 8.9%) to the volume weighted average price (“VWAP”) for each share of the

Company traded on the SGX-ST for the full market day on which the First Sale and

Purchase Agreement was signed of S$0.0918. The number of consideration shares to be

issued to the Vendor for the First Sale and Purchase Agreement would be 132,666,670

shares on completion (the “First SPA Consideration Shares”), representing

approximately 8.88% of the Company’s then issued and paid-up share capital as at the

date of the announcement on 10 June 2016.
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3.11 The consideration for the Second Sale and Purchase Agreement was initially agreed at

S$26,733,333 for the sale and purchase of the remaining 40.1% stake of the Target

Company held by the Vendor, to be paid by the Company by way of allotment and issue

of 267,333,330 consideration shares at the Original Issue Price of S$0.10. The number of

consideration shares to be issued to the Vendor pursuant to the SPAs would be

400,000,000 shares on completion (the “Original Consideration Shares”), representing

approximately 26.8% of the Company’s issued and paid-up share capital as at the date of

the announcement on 1 July 2016 and approximately 21.1% of the enlarged issued and

paid-up share capital of the Company following completion of the issuance of the Original

Consideration Shares. The initial consideration which was agreed between the parties

amounted to S$40 million (the “Original Consideration”) for the purchase of a 60% stake

of the Target Company pursuant to the SPAs.

Consideration and Issuance of Consideration Shares

3.12 The Company had on 31 July 2017 entered into the First Supplemental Agreement with the

Vendor to further supplement and vary the SPAs in the manner as set out in the First

Supplemental Agreement.

3.13 The principal amendments made to the SPAs provide, amongst other things, that (subject

to the Adjustment (as defined in paragraph 3.14 below)) the total consideration payable for

the Proposed Acquisition shall be fully satisfied by the allotment and issue of such number

of Consideration Shares at the Issue Price1 to the Vendor on Completion Date such that

the Vendor shall hold such number of Shares derived by taking 29% of the total number

of Shares (including convertible securities on an as converted basis but excluding treasury

shares) of the Company as at the date of the First Supplemental Agreement, provided that

the total number of Consideration Shares issued shall not exceed 29% of the total number

of Shares in the Company as at Completion Date.

3.14 However, the First Supplemental Agreement has provided that in the event that the total

number of issued ordinary shares in the capital of the Company (excluding treasury

shares) increases during the period from the date of the First Supplemental Agreement up

to the date preceding the date of submission by the Company of the additional listing

application to the SGX-ST (the “ALA LPD”), the Issue Price shall be adjusted to be the

VWAP of the Shares traded on the full market day preceding the ALA LPD (the “Adjusted

Issue Price”) (the “Adjustment”), resulting in a revised consideration of the Proposed

Acquisition. In the event of an Adjustment, the total consideration payable for the

Proposed Acquisition shall be fully satisfied by the allotment and issue of such number of

Consideration Shares at the Adjusted Issue Price to the Vendor on Completion Date such

that the Vendor shall hold such number of Shares derived by taking 29% of the total

number of Shares (including convertible securities on an as-converted basis but excluding

treasury shares) of the Company as at the ALA LPD, provided that the total number of

Consideration Shares issued shall not exceed 29% of the total number of Shares in the

Company as at Completion Date.

1 The Issue Price had been initially fixed at S$0.0067, being the VWAP of the Shares traded on 28 July 2017 (being

the full Market Day preceding the date of the First Supplemental Agreement).
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3.15 Based on the terms of the First Supplemental Agreement, the Issue Price had initially been

fixed at S$0.0067, being the VWAP of the Shares traded on 28 July 2017 (being the full

Market Day preceding the date of the First Supplemental Agreement). Following the

subscription of convertible redeemable bonds by Premier Equity Fund with an aggregate

principal value of S$1,000,000 on 5 December 2017 and the conversion of convertible

redeemable bonds into 250,000,000 conversion shares on 6 December 2017, the total

number of issued ordinary shares in the capital of the Company (excluding treasury

shares) has increased from 2,314,249,336 Shares to 2,564,249,336 Shares during the

period from the date of the First Supplemental Agreement up to the ALA LPD. The

additional listing application was submitted to the SGX-ST on 19 December 2017. Further,

and as announced on 6 August 2017, the Company has a convertible of S$50,000

outstanding, which is potentially convertible into 12,500,000 shares as at ALA LPD. As a

result, the number of consideration shares to be issued to the Vendor shall be 747,257,307

Shares and the Issue Price is now S$0.004, which represents the VWAP of the Shares as

at the full market day preceding the ALA LPD1, a 40% discount to the VWAP for each share

of the Company traded on the SGX-ST for the full market day preceding the date of the

First Supplemental Agreement of S$0.0067. As a result, the Consideration for the

Proposed Acquisition is S$2,989,029. As the VWAP of the Shares is the Issue Price of the

Consideration Shares, there is no premium nor discount to the Issue Price as at the full

market day preceding the ALA LPD. The total consideration payable for the Proposed

Acquisition shall be fully satisfied by the allotment and issue of such number of

Consideration Shares at the Issue Price to the Vendor on Completion Date such that the

Vendor shall hold 747,257,307 Shares, representing 29% of the total number of Shares

(including convertible securities on an as converted basis but excluding treasury shares)

of the Company as at the ALA LPD. Accordingly, the Consideration Shares will represent

approximately 23% of the enlarged share capital of the Company as at ALA LPD and 19%

of the enlarged share capital as at the Latest Practicable Date.

3.16 During the course of the Proposed Acquisition, the VWAP of the shares has fallen from

S$0.0918 on the full market day on which the First Sale and Purchase Agreement was

signed, to S$0.004 which is based on the VWAP of the Shares as at the full market day

preceding the ALA LPD, representing a decrease of approximately 92.7%. The Company

believes that subsequent to the lifting of the suspension of the trading of the Company’s

shares on 6 March 2017, it was no longer commercially feasible for the parties to transact

based on the terms and conditions of the First Sale and Purchase Agreement and the

Second Sale and Purchase Agreement. Taking into consideration the significant reduction

in the VWAP of the shares of the Company, the grant of the Loan (as defined in

paragraph 3.36 below), and commercial negotiations between the parties, the Company

and the Vendor agreed to fix the number of Consideration Shares to be issued at 29% of

the total number of Shares (including convertible securities on an as converted basis but

excluding treasury shares) as the Vendor would wish to acquire the maximum percentage

of shares in the Company but does not wish to trigger a mandatory offer under The

Singapore Code on Takeovers and Mergers.

3.17 As a result of the above, the number of consideration shares to be issued had increased

from 400,000,000 to 747,257,307 Consideration Shares. However, as the VWAP of the

shares has fallen from S$0.0918 to S$0.0067 and further to S$0.004 on 9 June 2016,

28 July 2017 and 15 December 2017 respectively, the consideration for the Proposed

Acquisition decreased from S$40,000,000 to S$4,520,874, and further to S$2,989,029

respectively.

1 The full market day preceding the ALA LPD is 15 December 2017.
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3.18 As the initial valuations of the Project determined by Geologica and Al Maynard were

US$1.08 billion and US$1.11 billion respectively, a 60% stake of the Project would

proportionately be valued at US$648 million (approximately S$894 million) and US$666

million (approximately S$919 million) respectively. The Board understands that the

Original Consideration amounted to approximately seven (7) times of the amount that the

Vendor paid to TRE AG for 60% of the Target Company. However, at that time, the Board

was of the view that the Original Consideration was fair and reasonable taking into

account the SGS Report, and was of the view that the Project could be further developed

to unlock its potential and may consequently generate revenues and cashflows in excess

of the initial consideration of S$40 million. Further, the completion of the Proposed

Acquisition is subject to conditions precedent, including the completion of due diligence

investigations, the results of which are satisfactory to the Company in its sole discretion.

3.19 Subsequently, the valuation of the Project determined by Behre Dolbear decreased to

US$44.5 million (approximately S$61.4 million), where a 60% stake of the Project would

proportionately be valued at US$26.7 million (approximately S$36.8 million). The

Company is of the view that S$2,989,029 is a reasonable price to pay for the Proposed

Acquisition as it represents a discount of approximately 92% of the valuation provided in

the Technical Report issued by Behre Dolbear. Please refer to Section 3.0 (Valuation

Methodology) and Section 18 (Valuation Discussion) of the Technical Report for further

details on the valuation of the Project.

3.20 The Company has also undertaken to the Vendor that, except (i) where required by law or

regulations or by a court of competent jurisdiction or by any governmental or regulatory

authority or the rules of any relevant securities exchange(s) applicable to itself or (ii) in

circumstances where any non-issuance of new shares in the capital of the Company would

be a breach of the Company’s board of directors’ fiduciary duties to the Company and its

shareholders or (iii) where required pursuant to the conversion of any convertible

redeemable bonds issued by the Company, it shall not issue any new shares from the ALA

LPD until the Completion Date, save with the written consent of the Vendor (such consent

not to be unreasonably withheld).

3.21 Completion of the Proposed Acquisition shall take place on the fifth (5th) business day

after the date on which all of the conditions in the SPAs have been fulfilled or waived.

Moratorium

3.22 Under the Third Supplemental Agreement, the Vendor has undertaken and covenanted to

provide a deed of undertaking to the Company that for a period of six (6) months from the

date of the issue of the Consideration Shares, it would not sell or transfer any

Consideration Shares without the written consent of the Company. The Consideration

Shares will be issued in the Vendor’s name, given that the Vendor is a private limited

company and it would be difficult for the Company to procure an agreement with each and

every shareholder of the Vendor. Further, some of the shareholders of the Vendor are

companies and funds, and it would be difficult for the Company to trace the ultimate

beneficiaries of the Vendor. The reduction in the moratorium was a result of commercial

negotiations agreed upon between the Vendor and the Company when executing the

Supplemental Agreements to extend the Long-stop Date.

3.23 The Audit Committee is of the view that this is in the best interests of the Company and

its minority shareholders as the Vendor had agreed to extend the Long-stop Date in

exchange for the reduction of the moratorium to six (6) months. Otherwise, the SPAs could

have been terminated/lapsed if an agreement to extend the Long-stop Date was not

reached by the parties. The Fourth Supplemental Agreement did not reduce the

moratorium further.
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3.24 In order to ensure the moratorium will be complied with, the Company will require the

Vendor to open a moratorium account with CDP for the Consideration Shares and instruct

the Company’s Share Registrar to tag and endorse the share certificate with the

moratorium clause before depositing it in the Vendor’s moratorium account with CDP.

Discussion on Potential Conflicts of Interest

Corporate Advisers

3.25 After the entry into the MOU on 20 May 2016, the Company appointed Empire Capital

Partners Pty Ltd (“Empire Capital”) on 26 May 2016 (the “ECP Appointment”), a boutique

corporate advisory firm based in Perth, Australia, as corporate adviser for the Proposed

Acquisition to lead and manage a fund-raising exercise, expected to be utilised for the

Project’s use in the planned pilot production of REOs and further development. Empire

Capital has experience in the resources sector since 2009 and specialises in arranging

offtake, debt and equity finance for resource projects. As at the Latest Practicable Date,

Mr Ashley Paul D’Sylvia, Mr Timothy Morrison and Mr Qing Xu are the directors of Empire

Capital. Ascan Capital Pty Ltd and Mr Paul D’Sylvia collectively own 100% of the shares

in Empire Capital. Michelle Morrison, the wife of Timothy Morrison, is the sole shareholder

of Ascan Capital Pty Ltd. As mentioned above, the SPAs were signed on 9 June 2016 and

30 June 2016 respectively. The term of the engagement of Empire Capital expired on 21

November 2016.

3.26 At the time of the engagement, the Company had limited expertise in the resources sector

and in the development of early stage mining projects. The Company believed that Empire

Capital has extensive experience in this area and was able to assist the Company for the

purposes of the Proposed Acquisition. Thus, Empire Capital was appointed as corporate

adviser for the Proposed Acquisition to lead and manage a fund-raising exercise. During

the term of Empire Capital’s engagement, Empire Capital had assisted the Company in,

inter alia, exploration support, mine method analysis and selection of equipment,

development of mine design, determination of project cash flow, due diligence, mineral

processing design and support, corporate structuring and capital raising strategy. Empire

Capital also assisted in the placement of 141,176,470 Shares in the Company (the “2016

Placement”) to raise approximately S$12,000,000 pursuant to subscription agreements

dated 2 September 2016 in two equal tranches. Without funding, it would not have been

possible to further develop the Project. The purpose of initiating the pilot production was

to prove the proposed in-situ leaching process and to demonstrate that the proposed

mining plan would deliver a profitable mine. It is not possible to develop the Project without

adequate capital. The first subscription tranche of the 2016 Placement was completed on

20 October 2016, pursuant to which 70,588,236 shares (representing approximately

4.73% of the existing issued Shares on 4 September 2016, and 2.2% of the Shares as at

Latest Practicable Date) were allotted and issued to the subscribers1 (the “First

Subscription Tranche”) at an issue price of S$0.085, raising net proceeds of

approximately S$5.8 million. Empire Capital was paid a commission of approximately 3%

of the proceeds of the First Subscription Tranche for the placement of the First

Subscription Tranche. As far as the Company is aware, other than the 2016 Placement,

Empire Capital was not involved in any other fund-raising exercises for the Company. The

Company was informed by Empire Capital that none of the controlling shareholders,

directors and key management of Empire Capital and, to the best knowledge of Empire

Capital, the Vendor and their respective associates has any interest, directly or indirectly

in the placement or the placees.

1 The subscribers to the First Subscription Tranche were Mr Chen Tong, Mr Lee Thiam Seng, Mdm Ong Siew Choo and

Financial Frontiers Pte. Ltd.
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3.27 As at the Latest Practicable Date, approximately S$4.1 million of the proceeds from the
First Subscription Tranche were used for working capital purposes in relation to the
Proposed Acquisition, and the remaining proceeds of approximately S$1.7 million were
used as general working capital.

3.28 The completion of the second subscription tranche of the 2016 Placement (the “Second
Subscription Tranche”) is subject to the satisfaction of certain conditions precedent,
which includes the Target Company or Operating Company (as the case may be) obtaining
the permit from the Malagasy government for pilot production and extraction of rare earth
oxides having commenced. As the conditions precedent have not been fulfilled (or
waived), the Second Subscription Tranche has not been completed. For the avoidance of
doubt, Empire Capital will not be entitled to more commission if the Second Subscription
Tranche is completed.

Legal Advisers

3.29 Virtus Law LLP (“Virtus Law”) was involved in assisting the Company in drafting the MOU
and was formally appointed as our legal counsel on 2 June 2016. Prior to Virtus Law’s
formal appointment, the Company was made aware that Virtus Law had previously acted
for the Vendor in the Vendor’s purchase of the 60% interest from TRE AG and had
knowledge of the Acquisition. Save for undertaking technical work in relation to the
completion of the Vendor’s purchase of the 60% interest from TRE AG, Virtus Law’s
engagement with the Vendor ceased prior to the Company formally appointing Virtus Law
on 2 June 2016. The Company enquired if there would be a conflict for Virtus Law acting
for the Company, to which Virtus Law informed the Company it would obtain the Vendor’s
consent to allow it to act for the Company. The Company later understood from Virtus Law
that that the Vendor did not object to Virtus Law acting for the Company and had
specifically allowed this. Being the legal counsel of the Company, Virtus Law was also
expected to take appropriate steps to mitigate any potential conflicts after the
engagement, and ensure that Virtus Law was representing the Company’s best interests
in the negotiations of the Proposed Acquisition. Prior to engaging Virtus Law, the Company
had also sought and obtained fee quotations from two other legal firms. Although the fee
proposed by Virtus Law was neither the highest nor the lowest amongst the fee quotations,
Virtus Law was selected as it was familiar with the deal structure and proposed
transaction.

3.30 Our Board subsequently decided to engage another legal adviser around December 2017
and the new legal adviser was formally appointed on 3 March 2017.

David Francis Rigoll

3.31 Mr David Francis Rigoll was introduced to the Company on 6 May 2016 by Mr Poon Seng
Fatt, who is a director of Value Capital Asset Management Private Limited as at the Latest
Practicable Date, the investment manager of Premier Equity Fund. Premier Equity is a
subscriber of convertible redeemable bonds issued by the Company. The Acquisition was
introduced to the Company by Mr David Francis Rigoll who requested for a board seat on
the Company and substantial shareholding following such introduction. No commission or
fees were paid to Mr David Francis Rigoll. Mr David Francis Rigoll became a 28.5%
substantial shareholder following his entry into a share purchase agreement on 9 May
2016 with Premier Equity Fund Sub Fund G. For the avoidance of doubt, the Company did
not place any shares to Mr David Francis Rigoll. He was appointed as non-executive
director of the Company on 16 May 2016 and was subsequently re-designated as an
Executive Director on 16 June 2016. He held this position until he resigned as a director
of the Company on 6 March 2017. Mr David Francis Rigoll was previously a major
shareholder of TRE AG through Aston Nash Limited, and a director of both TRE AG and
the Target Company, and thus was aware of the Proposed Acquisition as well as the
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acquisition by the Vendor of its 60% stake in the Target Company. As far as the Company
is aware, as at the Latest Practicable Date, he is no longer a director nor shareholder of
TRE AG.

3.32 On 8 June 2016, the Company announced that Mr David Francis Rigoll provided a deed

of undertaking to the Company under which he undertook not to sell, transfer or otherwise

dispose of all the 425,000,000 shares he held in the Company until 15 November 2017 or

the date of a takeover by the Company (whether by way of a voluntary or involuntary

takeover), or if the Company should enter into a transaction which amounts to a reverse

takeover in accordance with the rules of the SGX-ST. On the advice of Virtus Law that the

moratorium of 18 months was not required by any law or regulations, and that the

Company should rely on the terms of the deed of undertaking, the Company did not insist

that Mr David Francis Rigoll open a moratorium account with the CDP to hold the shares.

Subsequently, Mr David Francis Rigoll did not observe the moratorium and sold his shares

on 6 and 7 March 2017. The moratorium which Mr David Francis Rigoll voluntarily

undertook had expired on 15 November 2017. Between 8 March 2017 and 15 November

2017, he did not sell any shares of the Company. As far as the current Board is aware,

Virtus Law did not highlight any risks involved. As previously announced, Mr David Francis

Rigoll ceased to be a substantial shareholder of the Company on 16 November 2017. As

far as the Company is aware, Mr David Francis Rigoll is no longer involved in the

transaction whether directly or indirectly. The Board is of the view that Mr David Francis

Rigoll no longer has an interest in the Project. Although the Company is not currently

contemplating any enforcement actions, this does not preclude the Company from doing

so in the future. The Company will take into account the best interests of the Company and

weighing the costs and benefits of such enforcement actions, amongst others, when

considering any further determination.

Timothy Morrison

3.33 Prior to the signing of the MOU, the Company conducted an electronic business profile

search obtained from the Accounting and Corporate Regulatory Authority on the Vendor on

20 May 2016 which did not reflect that Mr Timothy Morrison was a director of the Vendor.

Subsequent to the signing of the MOU, Mr Timothy Morrison was appointed as a director

of the Vendor on 6 June 2016 as he has expertise in the mining sector. According to

Mr Timothy Morrison, he had informed Mr David Francis Rigoll, then a director of the

Company, of his appointment as a director of the Vendor. In addition to being a director of

the Vendor, Mr Timothy Morrison is also a director of Empire Capital. For avoidance of

doubt, Mr Timothy Morrison has informed the Company that although he does not hold any

shares in Empire Capital, his wife, Michelle Morrison, is the sole shareholder of Ascan

Capital Pty Ltd, a shareholder of Empire Capital as disclosed in paragraph 3.25 above.

Following Mr Timothy Morrison’s appointment as a director of the Vendor, the Company

entered into the SPAs on 9 June 2016 and 30 June 2016 respectively.

3.34 The Company would like to reiterate that, as mentioned in our announcement dated

14 August 2016, the Company was unaware of Mr Timothy Morrison’s appointment as a

director of the Vendor during the entering into of the First SPA. Further, Mr Timothy

Morrison informed the Company that as he had knowledge of the Proposed Acquisition

prior to being a director of the Vendor, being a director of the Vendor had enabled him to

assist in internally addressing some concerns the Vendor might have prior to the entry into

the SPAs, and therefore reduce the time taken for the Vendor to agree to enter into the

Proposed Acquisition. Mr Timothy Morrison also informed the Company that his extensive

experience in funding and managing early stage mining ventures assisted the Company

and the Vendor to give consideration to a range of issues. Thus, the Company did not

consider Mr Timothy Morrison’s appointment in the Vendor to be in conflict with the

Company’s interest in the Proposed Acquisition. Further, the ECP Appointment had

expired on 21 November 2016 as the Company did not renew the appointment.
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Long-stop Date

3.35 Under the First Supplemental Agreement, the Company and the Vendor have agreed that
the long-stop date for the Proposed Acquisition shall be extended to 31 December 2017.
Subsequently, the Company had entered into a Second Supplemental Agreement on
31 December 2017 to extend the long-stop date to 28 February 2018, and a Third
Supplemental Agreement on 1 March 2018 to extend the long-stop date to 30 June 2018,
and a Fourth Supplemental Agreement on 28 June 2018 to extend the long-stop date to
31 December 2018 (the “Long-stop Date”).

Working capital requirement for the Project

3.36 ISR Global Pte. Ltd. had on 26 September 2016 entered into a ISR Facility Agreement with
the Target Company, pursuant to which the Company granted a short-term secured
bridging loan facility of up to S$6,000,000 (the “Loan”) to the Target Company, on the
terms and conditions stipulated therein, including, inter alia, that the entire proceeds of the
Loan shall be used for the working capital requirements of the Project, and the rate of
interest payable on the Loan or any part thereof was twelve per cent. (12%) per annum,
calculated on the basis of the number of actual days elapsed based on a 360-day year.
The Loan, together with the accrued interest of approximately S$1,062,000 as at
30 September 2018, shall be repaid in full on the Maturity Date (as defined in paragraph
3.38 below).

3.37 The Loan is expected to be repaid by the Target Company to the Company using future
revenue generated from the Project as it is further developed. This is dependent on the
completion of the Proposed Acquisition which will result in the Target Company becoming
a subsidiary of the Company. In the event that the Proposed Acquisition is not approved
by the shareholders of the Company, the Company may have to explore other avenues of
exiting the Project which may include working with the Vendor to seek potential buyers and
factoring the loan amount into the sale price.

3.38 The maturity date of the ISR Facility Agreement was extended from 28 September 2017
(the “Initial Maturity Date”) to 31 March 2018 (the “Subsequent Maturity Date”) pursuant
to an amendment agreement entered into on 28 September 2017 due to a delay in the
Proposed Acquisition, which may be attributed to the delays the Company experienced in
progressing the Proposed Acquisition in Madagascar (e.g. the changes in weather in
Madagascar impeded the conduct of critical tests around the Project, and the delays the
Company experienced with the authorities in Madagascar etc.) and the change of the
Company’s management on or around November 2016. The Subsequent Maturity Date
was again extended to 30 June 2018 and 31 December 2018 (the “Maturity Date”). As at
30 September 2018, the Loan has not been fully utilised with a remaining sum of
approximately S$142,000 to be disbursed. A breakdown of the utilisation of the Loan, and
the intended use of the remaining Loan, as provided by the Target Company, is set out
below:

Amount utilised

Remaining amount

to be utilised Total

US$’000 S$’0001 US$’000 S$’0001 US$’000 S$’0001

Exploration-related

expenses

Construction2 1,001 1,381 – – 1,001 1,381

Permit related consultancy
and related expenses3 1,411 1,947 – – 1,411 1,947

Others4 115 159 – – 115 159

Total exploration-related
expenses: 2,527 3,487 – – 2,527 3,487
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Amount utilised

Remaining amount

to be utilised Total

US$’000 S$’0001 US$’000 S$’0001 US$’000 S$’0001

Exploration-related

expenses

Operating expenses

Salary and related
expenses5 681 940 55 75 736 1,015

Operating expenses6 878 1,212 95 130 973 1,342

Consultancy 114 156 – – 114 156

Total operating expenses 1,673 2,308 150 205 1,823 2,513

Total amount utilised and
expected to be utilised by
the Target and Operating
Companies 4,200 5,795 150 205 4,350 6,000

Notes:

1 The amounts in S$ are translated based on the applicable current foreign exchange rates and are presented

for information/comparability purposes only and are not translated based on the requirements of Financial

Reporting Standard 21 The Effects of Changes in Foreign Exchange Rates.

2 The Company was informed by the Target Company that the construction was related to the repair and

maintenance of the existing access roads at the concession area and therefore no permit is required. The

construction of the access roads has been completed but requires repairs and maintenance on a periodic

basis due to the rainy season in Madagascar.

3 This relates to expenses incurred or to be incurred in relation to the preparation work for the pilot production

activity, which has not commenced; supervising and managing the related Environmental Impact

Assessment (“EIA”) work; and managing the process for renewal of the Exploration Licence as well as

developing and progressing the Project in Madagascar. An EIA is required prior to the commencement of the

pilot production. A breakdown of the expenses (both utilised and expected to be utilised) is provided for

below:

a. Consultancy fees for management and advisory services including managing the EIA process for pilot

study, following through the renewal of the exploration permit and further development of the Project

in Madagascar – US$1.05 million

b. Fauna and flora surveys, soil sample analysis, aerial survey – US$0.12 million

c. Drafting fees for the EIA – US$0.24 million

4 This relates to the annual administrative fee for the exploration licence in Madagascar.

5 This relates to the salaries of approximately 50 employees who are involved in the day-to-day operations

of the Operating Company, including the provision of administrative services, hiring of geologists and guards

for the Project. This does not include salaries paid to the directors of the Vendor. For the avoidance of doubt,

there are currently no miners in the Operating Company’s mines as the Project is still in its exploration

phase.

6 The operating expenses include accounting, travel, office, repairs and maintenance expenses, and bank

fees of approximately US$0.26 million; utilities (including telecommunication, fuel and gas) of approximately

US$0.16 million; rental fees of approximately US$0.22 million; various taxes of approximately US$0.23

million; and insurance of approximately US$0.09 million.

3.39 Pursuant to the ISR Facility Agreement and as continuing security for the Loan, the Vendor

had agreed to execute a share pledge (the “Share Pledge”) in favour of the Company in

respect of all of its 60% shareholding interest in the Target. The consideration of S$2.98

million represents the current consideration for 60% of the Project, taking into account the

VWAP of the Shares of S$0.004. Based on the Technical Report, the value of 60% of the

Project is US$26.7 million (approximately S$36.8 million) which was sufficient security at

the time the ISR Facility Agreement was entered into. The commercial bank prime lending

rate in Mauritius at the material time was approximately 8.5%, which is lower than the

interest rate of 12% stipulated for our Loan. As the interest rate for our Loan is higher than
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the commercial bank lending rate, the Company is of the view that the terms of the Loan

are on an arm’s length basis. In addition, the Target Company undertook and covenanted

to provide such additional security over any assets acquired or investment made from the

proceeds of the Loan. For the avoidance of doubt, the Loan shall be repaid in cash on the

Maturity Date and shall not be used to offset against the Consideration for the Proposed

Acquisition. Further, the Company is also aware that subsequent to the Completion, the

Share Pledge will no longer be valid as a security for the Loan. However, once the

Proposed Acquisition is completed (subject to the satisfaction of the Conditions

Precedents), the Company will own 60% of the shares of the Target Company and become

the majority shareholder of the Target Company. As a majority shareholder, the Company

will be able to make decisions relating to its corporate, operational and financial matters,

including nominating directors to the board of the Target Company and, as the Operating

Company does not have nor is required to have directors due to its legal form, appointing

the General Manager of the Operating Company who reports to the directors of the Target

Company, thus having control over the Target and Operating Companies. By having

control over the Target Company, the Company may be able to reduce the time required

for the decision-making process of the Target Company’s board, as compared to the

probable time taken for decision-making should the Company not have control over the

Target Company. Consequently, we expect to have control over the Target Company and

Operating Company which will allow us to speed up the process of the Project by

conducting the necessary tests in preparation for production which may yield potential

profits and cashflows for the repayment of the Loan.

3.40 Following the completion of the Proposed Acquisition, subject to, inter alia, the Board’s

approval and any changes in the political and economic climate, the Company may direct

the Target Company to explore other ways of repaying the debt, including but not limited

to converting part of all of the Loan into equity of the Target Company or to repay the Loan

once mining operations have commenced and the Operating Company is in a revenue-

generating position.

3.41 The Target Company recorded a total of EUR 12 million in loans from TRE AG, which were

capitalised into equity in 2016. The loans were provided by TRE AG to the Target Company

in cash between 2009 and 2015. Since June 2016, TRE AG has not provided any loans to

the Target Company and may rely on equity funding from its shareholders to develop the

project.

3.42 As at the Latest Practicable Date, the Company has no current plans to raise additional

funds and will instead draw upon the convertible redeemable bond programme to provide

further funds to the Operating Company, if required. As at 30 June 2018, the Group and

Company’s debt ratio are approximately 13%.

Due Diligence

3.43 Our Company is entitled to carry out due diligence on the Target and Operating Company

and we have engaged LEGIS & Partners (“Legis”) and Lexel Juridique & Fiscal (“Lexel”)

as our counsels for the Target Company and Operating Company respectively. Legis was

engaged to provide advice on Mauritius law and to conduct due diligence on the Target

Company while Lexel was engaged to provide advice on Madagascar law and conduct due

diligence on the Operating Company. The partners advising the Company and the

Operating Company at the relevant time are Mr Bertrand Edouard Betsy and Ms Aviva

Ramanitra.

24



3.44 Lexel and Legis are both independent legal and law firms operating in Madagascar and

Mauritius respectively, specialising in merger and acquisition transactions and project

finance. They have been operating in their respective jurisdictions for more than 10 years

and have offered legal services to foreign investors, governmental institutions in

Madagascar and Senegal, international institutions, local and international

conglomerates, entrepreneurs and small and medium enterprises. Lexel employs around

20 lawyers while Legis employs around 10 lawyers.

3.45 Lexel has acted as local counsel for a French consortium which was granted the

concession for the construction and exploitation of two international airports in

Madagascar. Legis acted in the same capacity under the aegis of the renowned French

law firm Gide & Loyrette for the construction and exploitation of the international airport in

Mauritius. Lexel has provided a due diligence report for an Australian company which had,

among its assets, shares in a Malagasy mining company. As part of its assignment, Lexel

had to assist the Australian leading counsel on the drafting of the section pertaining to a

Malagasy subsidiary in the prospectus to be submitted to the Hong Kong Stock Exchange.

Legis has recently assisted an international French Hotel Group listed on the Stock

Exchange of Paris in the sale of its hotel properties in Mauritius whilst the management

shall be retained by the Hotel Group. Legis has reviewed and/or drafted all financing

agreements as well as the mandatory explicative note for circulation to the Paris Stock

Exchange. Further, both Lexel and Legis have acted for a French conglomerate listed on

the Paris Stock Exchange for the acquisition of a waste water company.

3.46 Legis and Lexel operate exclusively in their respective jurisdictions. As of the Latest

Practicable Date, both law firms have created a formal regional partnership with each

other. For avoidance of doubt, the documents prepared by both law firms are enforceable

by the respective governing laws.

3.47 As at the Latest Practicable Date, Legis is in the process of preparing the due diligence

report in relation to the Target Company and Lexel, having conducted due diligence on the

Operating Company in 2016, is currently in the process of updating the due diligence on

the Operating Company. The due diligence conducted on the Operating Company relates

to its corporate, mining, environmental and land ownership aspects. Lexel has also

verified the validity of all statutory documents of the company and checked the mining

permits and ascertained if they were obtained through the proper legal channels and are

legally valid. As part of the Conditions Precedent of the SPAs, the Completion of the

Proposed Acquisition is subject to the satisfaction of completion of due diligence

investigations of the Vendor, the Target Company and the Operating Company by the

Company. In the event the due diligence inquiries are not to the satisfaction to the

Company (as the Company may decide in its sole discretion), the Company is entitled to

terminate the SPAs.

3.48 We also engaged Ernst & Young Ltd (Mauritius) (“E&Y”) in September 2017 to perform a

pre-acquisition due diligence for the Proposed Acquisition, which includes financial and

tax due diligence. Based on the draft reports, among the more significant findings include:

(a) the expiration of the exploration licence which E&Y recommended that the renewal of

the exploration licence should be made a condition precedent for Proposed Acquisition,

and (b) the reconciliation of intercompany balances between the Operating Company and

the Target Company, which E&Y recommended should be reconciled before the

completion of the Proposed Acquisition.

The due diligence process is on-going and the due diligence reports will be finalised closer

to completion of the Proposed Acquisition.
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Conditions Precedent

3.49 The Completion of the Proposed Acquisition is subject to the fulfilment of certain

Conditions Precedent, including:

(a) the completion of due diligence investigations, including but not limited to the affairs,

operations, businesses, assets, liabilities, contracts, financial condition etc. of the

Vendor, the Target Company and the Operating Company by the Company, the

results of which shall be satisfactory to the Company at our sole discretion;

(b) all approvals, consents, licences, permits, waivers and exemptions (collectively,

“Approvals”) for the sale and purchase of the shares representing the 60% interest

in the Target Company, and the transactions contemplated under the Sale and

Purchase Agreements having being granted by third parties including all legislative,

executive, regulatory, judicial or other authorities in Singapore or any other

jurisdiction to the Vendor, or the Target Company or the Operating Company (as the

case may be) and, where any such Approval is subject to conditions, such conditions

being reasonably acceptable to the Company, and if such conditions are required to

be fulfilled before the completion date of the Proposed Acquisition, they are so

fulfilled, and such Approvals remaining in full force and effect. In addition to the

renewal of the exploration licence, the management company of the Target Company

must notify the Financial Services Commission in Mauritius of the share transfer

within 14 days of the share transaction. Apart from that, there are no other approvals,

consents, licences and permits that are required in relation to the Proposed

Acquisition. For avoidance of doubt, the Company will not complete the Proposed

Acquisition until the Company receives the approval for the Exploration Licence, and

will not waive this condition precedent. As at this juncture, we are unable to envisage

a timeline when the approvals, consents, licences and permits can be received, and

we are currently in touch with Legis and Lexel on this;

(c) the receipt by the Company of an in-principle approval in writing given by the SGX-ST

for the additional listing application for the listing and quotation of the Consideration

Shares, and where there are any conditions stipulated in such approval, they are

reasonably acceptable to the Company and the Vendor, and if required to be fulfilled

prior to completion of the Proposed Acquisition, they are so fulfilled;

(d) shareholders’ approval having been received by the Company for the Proposed

Acquisition (and the Proposed Share Issue) at an extraordinary general meeting to

be convened;

(e) the receipt by the Company of an independent valuation report which shall be

acceptable to the Company in its sole discretion;

(f) there being no prohibition against any transaction contemplated under the Proposed

Acquisition (and the Proposed Share Issue) issued by any Authority (as defined in the

Sale and Purchase Agreements); and

(g) there not having been at any time hereafter any material adverse change in respect

of the Vendor, the Target Company and/or the Operating Company.

3.50 The Board confirms that the Company will not waive any conditions precedent if such

waivers will be prejudicial to the interest of the shareholders, and the Board will be

accountable to the shareholders of the Company. The Company will update and report to

the Audit Committee on these matters and the Audit Committee will decide and make its

recommendations to the Board. The Board also confirms that the Company will also

announce updates via SGXNET when each of these approvals, consents, licences and

permits are received or waived.
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3.51 The Company may waive in whole or in part any condition by written notice to the Vendor,
and such waivers and/or exemptions will be announced on SGXNET. As at the Latest
Practicable Date, we have received the independent valuation report issued by Behre
Dolbear, attached hereto at Appendix A. Should the Company decide to waive any
conditions precedent, the Company will take into consideration the economic, financial
and business conditions at the material time, the potential risks and rewards of waiving the
particular condition precedent, and any mitigating factors. The Company is unlikely to
waive any material conditions that may have an adverse impact on the Company and the
potential development and/or operation of the commercial production of the Target
Company and the mining asset.

Net Profits (Loss)/Value of Assets (Liabilities) being Acquired

3.52 The Target Company and the Operating Company have no revenue or profits as the
Project in Madagascar is still in exploration phase.

3.53 Based on the latest unaudited financial statements of the Target Company and the
Operating Company for financial year ended 31 December 2017 (“FY 2017”) and for the
period ended 31 August 2018 (“YTD 31 August 2018”), the revenues/losses and the net
asset values/liability position for the Target Company and the Operating Company are as
follows:

Target Company

YTD 31 August 2018 FY 2017

EUR’000 S$’0001 EUR’000 S$’0001

UNAUDITED INCOME STATEMENT

Other (loss)/income (2) (3) 360 577

Expenses (328) (523) (646) (1,035)

Net loss (330) (526) (286) (458)

UNAUDITED STATEMENT OF

FINANCIAL POSITION

Other receivables 6 9 4 6

Cash and cash equivalents 3 5 9 14

Total current assets 9 14 13 20

Investment in subsidiary 3 5 3 5

Loans receivable 17,204 27,440 16,712 26,760

Total non-current assets 17,207 27,445 16,715 26,765

Total assets 17,216 27,459 16,728 26,785

Loan payable 3,541 5,647 3,009 4,818

Other payables 1,028 1,641 740 1,185

Total current liabilities 4,569 7,288 3,749 6,003

Total liabilities 4,569 7,288 3,749 6,003

Net assets 12,647 20,171 12,979 20,782

Stated capital 14,936 23,897 14,936 23,897

Accumulated losses (2,289) (3,726) (1,957) (3,115)

Shareholders’ equity 12,647 20,171 12,979 20,782
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Operating Company

YTD 31 August 2018 FY 2017

Ar’000 S$’0001 Ar’000 S$’0001

UNAUDITED INCOME STATEMENT

Expenses (205,379) (85) (479,900) (199)

Loss before tax (205,379) (85) (479,900) (199)

Taxation – – (100) –*

Net loss for the period/year (205,379) (85) (480,000) (199)

* Less than S$500

UNAUDITED STATEMENT OF FINANCIAL POSITION

Other receivables 4,371,333 1,814 4,111,659 1,706

Cash and cash equivalents 10,494 4 14,003 6

Total current assets 4,381,827 1,818 4,125,662 1,712

Intangible assets 50,676,554 21,031 48,169,054 19,990

Fixed assets 2,126,796 883 2,399,111 995

Work-in-progress 5,404,364 2,243 5,404,364 2,243

Total non-current assets 58,207,714 24,157 55,972,529 23,228

Total assets 62,589,541 25,975 60,098,191 24,940

Trade and other payables 1,385,228 575 1,485,129 616

Amount payable to related party 59,469,735 24,680 56,708,944 23,534

Total current liabilities 60,854,963 25,255 58,194,073 24,150

Amount payable to related party 4,999,691 2,075 4,963,852 2,060

Total non-current liabilities 4,999,691 2,075 4,963,852 2,060

Total liabilities 65,854,654 27,330 63,157,925 26,210

Net assets/(liabilities) (3,265,113) (1,355) (3,059,734) (1,270)

Share capital 10,000 4 10,000 4

Accumulated Losses (3,275,113) (1,359) (3,069,734) (1,274)

Shareholders’ equity2 (3,265,113) (1,355) (3,059,734) (1,270)

Notes:

1 The amounts in S$ are translated based on the applicable current foreign exchange rates and are presented

for information/comparability purposes only and are not translated based on the requirements of Financial

Reporting Standard 21 The Effects of Changes in Foreign Exchange Rates.

2 The Operating Company is in a negative equity position as it is still in exploration phase, and there has not

been any generation of revenue to cover the costs from administration and exploration.
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Value of the Project

3.54 The Company has commissioned an independent qualified person (in accordance with the

requirements of the Listing Manual), Behre Dolbear, to prepare the Technical Report.

Behre Dolbear is a mineral industry consulting group, specialising in independent due

diligence reviews, valuations and technical audits of resources and reserves, mining and

processing operations, project feasibility studies, and independent engineer work on

project development, construction and certification. Behre Dolbear specialises in review

and due diligence work for companies and financial institutions. The parent company,

Behre Dolbear and Company Inc. has operated continuously as a mineral industry

consultancy since 1911, and has offices in Denver, New York, Toronto, Vancouver,

London, Hong Kong, Guadalajara and Sydney.

3.55 Behre Dolbear has undertaken a technical assessment and valuation of the Project as

detailed in Section 18 (Valuation Discussion) of the Technical Report. Behre Dolbear’s

overall assessment of the value of the Project is within the range of US$26.9 million to

US$58.5 million with a preferred most likely value of US$44.5 million (which is

approximately S$61.4 million), indicating the estimated price for which the asset would

change hands between a willing buyer and a willing seller based on current value. Further

works (for example trial leaching, feasibility studies, and engineering studies) would be

expected to extract the value. This valuation has been considered as of the valuation date

of 1 August 2018, and is based on the assumptions that (a) the Exploration Licence will

be formally renewed in due course, and (b) approvals will be granted for the on-site

testwork necessary to move the Project forward. The valuation is an estimate of the

present value that would be ascribed in a transaction between a willing buyer and willing

seller. Further work, provided results are positive, would be expected to add to the value.

3.56 As there has been insufficient work undertaken to define potential capital and operating

costs, extraction rates, recovery or mine life, in Behre Dolbear’s opinion and in

accordance with the VALMIN Code, a discounted cashflow or net present value

assessment would not be feasible or appropriate. The Company is unable to undertake

work to define the potential capital and operating costs, extraction rates, recovery or mine

life due to the non-renewal of the Exploration Licence and the Target and Operating

Companies are currently not under the control of the Company until after the completion

of the Proposed Acquisition. The Company is aware of the fact that such work has not

been undertaken and the reasons and details were included in the SGS report. The

Operating Company will assemble and work with a team of professionals and consultants

to undertake and produce this in due course. Behre Dolbear has therefore considered

alternative means of valuation, including exploration expenditure, market capitalisation,

recent transactions and joint venture terms, comparable transactions and yardstick values

methods. Please refer to Section 3.0 (Valuation Methodology) and Section 18 (Valuation

Discussion) of the Technical Report for details of the valuation methodology.
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3.57 A summary valuation of the Project is set out below:

Methodology Valuation (US$M) Comments

Low

Most

Likely High

Exploration Expenditure/PEM 61.8 84.7 107.5 Historical expenditure x PEM

TRE AG Historical Market Capitalisation 25.8 60.8 80.3 TRE AG share market capitalisation

REOM Transaction 7.1 17.8 28.5 2016 TRE AG/REOM Agreement

Comparable Transactions – Yardsticks 7.3 16.3 25.3 Other RE company transactions

Market Capitalisation – Yardsticks 12.9 15.7 19.7 Values of other RE projects/companies

Average of Values 23.0 39.1 52.3 Simple average

BDA Assessed Valuation 26.9 44.5 58.5 Preferred value based on projects

considerations

3.58 As stated in Section 18.8 (Valuation Summary) of the Technical Report, Behre Dolbear’s

preferred valuation approach is to consider a weighting of each of the individual

assessments, based on Behre Dolbear’s assessment of their reasonableness and validity.

Thus, Behre Dolbear has applied a lower weighting to the values based on the Vendor

transaction (10%), on the basis that it was a transaction undertaken under the threat of

liquidation; similarly, Behre Dolbear has applied a lower weighting to the comparable

transaction yardstick valuation (15%), where the nature of the project and transaction

providing the yardstick differs to a significant degree to the Project. The exploration

expenditure parameter and the TRE historical market capitalisation are given increased

weightings (25%) given that these parameters are directly derived from the Project. An

increased weighting is also given to the yardstick based on market capitalisation (25%) as

it is considered that the value the market ascribes in general to junior rare earths

companies and projects at an exploration and development stage is a relevant and

important valuation factor.

3.59 Using the framework above, Behre Dolbear’s overall assessment of the value of the

Project at this stage of development is a range of US$26.9 million to US$58.5 million with

a most likely value of US$44.5 million (which is approximately S$61.4 million).

3.60 It is recommended that Shareholders read the Technical Report in its entirety. A copy of

the Technical Report dated 20 September 2018 is attached to this Circular as Appendix A.

Please refer to Section 18.0 (Valuation Discussion) of the Technical Report for information

on the valuation of the Project.

3.61 Further, Behre Dolbear and the Company confirm that there have been no material

changes since the effective date of the Technical Report in Appendix A.

Directorship in the Target Company

3.62 The Company has the right to appoint up to two (2) nominees as directors of the Target

Company.
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4. INFORMATION ON THE PROJECT, THE TARGET COMPANY AND THE OPERATING

COMPANY

The Project and the Exploration Licence

4.1 The project area covers approximately 238km2 and is held under exploration licence PR

6698 (the “Exploration Licence”) which grants exclusive rights for prospecting and

research. The Project is located in the eastern part of the Ampasindava Peninsula, in the

province of Antsiranana in northwestern Madagascar, approximately 500km north of the

capital, Antananarivo. The nearest major town and administrative centre is Ambanja, some

40km to the northeast of the project area.

4.2 The Exploration Licence was originally granted in 2008 for five (5) years and was renewed

for three (3) years in January 2014. As at the date of the Technical Report, the Exploration

Licence had expired in January 2017. One further renewal period of three (3) years is

allowed and application for the second three (3) year renewal was made on 7 December

2016 by the Operating Company. The application renewal is awaiting the signature of the

Minister of Mines and the Prime Minister of Madagascar. The Minister of Mines and Prime

Minister of Madagascar are the responsible parties who authorise and sign the Exploration

Licence. The Operating Company is the party responsible for ensuring renewal of the

Exploration Licence.

4.3 Our Company has sought a legal opinion from Lexel in relation to the Exploration Licence.

Lexel is of the opinion that the admissibility of the renewal application cannot be

challenged, inasmuch as the national mining cadastral office, the Bureau du Cadastre

Minier de Madagascar, has acknowledged receipt of the application on 7 December 2016

and the main conditions for renewal and/or grant of a mining tenement are fulfilled. The

main conditions which have been fulfilled by the Operating Company include commencing

research activities, obtaining environmental authorisation permits relating to the activities

carried out under the research permit, criteria concerning the Operating Company and its

manager, and payment of the annual mining administration fees for the previous year.

Lexel has also stated that there is usually a delay for the Bureau du Cadastre Minier de

Madagascar to make a decision on the renewal of a tenement, and the delay is usually

between three (3) and six (6) months. The 3 to 6 month delay may be attributed to the

Bureau du Cadastre Minier de Madagascar and/or the Ministry of Mines, as Ministry of

Mines will need to conduct certain checks prior appending the Minister’s signature on the

renewal. The Company is unable to list any specific reasons causing the current delays.

Further, there is no legal recourse to accelerate the procedure. The last renewal process

of the tenement took more than a year, from 18 December 2012 to 24 January 2014. The

Bureau du Cadastre Minier de Madagascar has suspended all its activities during the

period that the renewal should have been filed, and the Bureau du Cadastre Minier de

Madagascar had issued a note (“Bureau du Cadastre Minier de Madagascar

Suspension Notice”) on 28 November 2010 to the public, including any interested party

in the mining sector, to explain that the Bureau du Cadastre Minier de Madagascar has

suspended the filing of demands for (i) authorisation for reservation of mining perimeters

for exclusive use and (ii) for mining licences until further notice. The last paragraph of the

Bureau du Cadastre Minier de Madagascar Suspension Notice states that “when the

Bureau du Cadastre Minier de Madagascar will resume the receipt of applications, an

additional delay equal to the period the Bureau du Cadastre Minier de Madagascar’s

activities were suspended would be granted to any interested party filing an application

pursuant to or grounded on any provisions of the Mining Code or its Application Decree

imposing a statutory delay to file the application.“In other words, any filing formality which

requires a specific timeframe under the Mining legislation, shall be extended by the

number of days during which the Bureau du Cadastre Minier de Madagascar has had its

activities suspended.
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4.4 The Exploration Licence for the Project was originally held by Calibra Resources and

Engineers Madagascar SARL in 2003, and was acquired by Zebu Metals Limited in

January 2008. The Operating Company assumed 100% ownership of the Project in

October 2009. The Operating Company had advised Behre Dolbear that there are no

private royalties payable on the Project as there are no agreements in which a tenement

holder has made with the owners of the land, or with previous holders of the tenements.

4.5 Prior to the expiry of the last term of the Exploration Licence, it will be necessary to make

an application for a “Permis de Exploitation” or mining licence. This will require completion

of a feasibility study within the next three (3) years in order to define the parameters of the

planned project, and to ensure that an environmental and social impact assessment study

can be completed to support the application for the “Permis de Exploitation”. As at the

Latest Practicable Date, no feasibility study has been conducted as the Company has not

completed the Proposed Acquisition and is currently not a shareholder of the Target

Company. The Company understands that funds were first spent on construction instead

of the feasibility study as the Project requires initial access to roads and camp facilities for

the pilot production phase of the Project. However, the Company has been in discussion

with a number of professional consulting firms and once the Target Company becomes our

subsidiary after Completion, the Company intends to commence the feasibility study as

immediately as practicable and recruit personnel with relevant experience in the mining

industry to assist in the production of the rare earth oxides within six (6) months to one

(1) year of Completion of the Proposed Acquisition. Based on preliminary estimates, it may

require a further US$10 million to US$15 million to complete the pilot production, EIA

study, feasibility study and project engineering design. The Board is confident that it can

finance the project to commercialisation as the Company may also draw upon its existing

convertible redeemable bond programme as disclosed in paragraph 7.2 below. As the

feasibility study has not commenced, the Company is unable to determine the cost

required at this stage but it is estimated to be in the region of US$2 to US$3 million and

may require a time-frame of at least six (6) to twelve (12) months or more to complete. All

these activities are expected to be undertaken to convert the Exploration Licence into a

Permis de Exploitation (PE or Mining Licence) within the next three years following the

renewal of the Exploration Licence. As announced on 28 November 2016, the Company

has signed an MOU with China Non Ferrous Metal Industry’s Foreign Engineering and

Construction Co., Ltd (“NFC”) on 28 November 2016 and will cooperate with NFC on the

development of the Madagascar project. Under the MOU, the Company and NFC will

assess the Project and evaluate the potential for, amongst other things, the appointment

of NFC for the construction, commissioning and operation of the Project as well as an

offtake agreement in respect of the rare earth products produced at the Project. The MOU

is subject to the completion of the Company’s proposed acquisition of 60% of the Target

Company. After the Completion of the Proposed Acquisition, the Company plans to recruit

professionals in related fields such as mining and rare earths, and plans to cooperate with

professional consulting companies to complete the development of the Project.

4.6 The Company relied on the Technical Report which stated that significant geological and

mineralogical work programmes have been undertaken, resource estimates have been

completed and preliminary bench scale and column leaching testwork has been carried

out. The work has identified a significant near-surface resource with potential for heap

leach or in-situ leach extraction, which is relatively low-cost. Thus, the Company intends

to acquire and control the Target Company first before conducting a feasibility study of the

Project. It is not practical for the Company to conduct a feasibility study first as this would

require considerable time and additional funding which will lengthen the acquisition

process. Further, the consideration for the Proposed Acquisition may increase significantly

if the feasibility study is conducted first. Based on the Company’s understanding, the

current shareholders of the Target Company do not have the funds required to undertake

a feasibility study nor embark on the next phase of work.
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4.7 Further, after the completion of the Proposed Acquisition, the Company plans to

commence the next phase of work which includes trial leaching and pilot production,

further test work, feasibility studies and engineering studies (such as engineering design

and project construction), environmental impact assessments and funding arrangements,

which will be funded by the Company. Subject to any prohibitions limiting the Target

Company, such funding by the Company should be backed by an increase in allocation of

new shares in the Company’s shareholding interest in the Target Company. If the shares

in the Target Company are not allocated to the Company, the Company will consider

securitising the loan over the assets of the Target Company. Upon completion of the

Proposed Acquisition, the Company will ensure that the Operating Company abides by the

laws and regulations of Madagascar, including any environmental laws and standards.

Currently, only the basic infrastructure such as access to roads and basic camping

facilities are currently in place. The Project site is accessible except during the rainy

season which typically occurs between December and March. Proper infrastructure will

need to be constructed once mining operations commence. The Operating Company will

further upgrade/expand the existing basic infrastructure to support mining operations

when it commences. This may include maintaining/widening the access road, building a

bigger camp site to house more workers, etc. At this stage, the Company does not

anticipate that the mine will be a stranded asset. The Company is currently unable to

ascertain if the upgrades to the existing infrastructure would be difficult or expensive, but

it will ensure that the Operating Company will engage qualified and experienced

professionals to perform the work after the Proposed Acquisition.

4.8 The Exploration Licence will need to be converted into a PE mining licence before

commercial production can commence. As mentioned earlier, the Operating Company is

currently awaiting the signatures of the Minister of Mines and the Prime Minister of

Madagascar for the renewal of the Exploration Licence. The Company has intentions to

hire consultants who are familiar with the culture and customs in Madagascar to carry out

relevant public relation activities. Presently, the Operating Company, which is staffed with

local Malagasy employees and headed by Mr Montaharison Haleloia Rakotoandriana, the

General Manager who is also Malagasy, carries out the relevant public relations activities,

which includes organising town hall sessions and communicating with the local villagers

in Ambanja on a periodic basis in order to maintain good relations and contact with them.

Further, if any relocation is necessary, it will be done in accordance with the laws and

regulations of Madagascar. The Company is awaiting the completion of the Proposed

Acquisition before formally engaging a professional PR consultant to carry out the relevant

public relations activities in Madagascar. After the completion of the Proposed Acquisition,

the Company also intends to hire more local staff and consultants to assist in the Project.

As at the Latest Practicable Date, other than Mr Chen Tong, there are no other key

management within the Company that is currently managing the mining asset and bringing

the asset to commercial production. Mr Chen Tong has more than 30 years of prior

experience and expertise in the mining industry. From September 2001 to January 2005,

he was the Managing Director of Best Power (Xiangtan) Industrial Co., Ltd., the largest

Chinese manufacturer of high-carbon ferromanganese. From February 2005 to April 2009,

Mr Chen Tong was the Managing Director of the Department of Overseas Business at Bao

Minerals International Co., Ltd., where he was responsible for investment projects in the

mining industry in South Africa. Mr Chen Tong was appointed as a non-executive director

of the Company on 27 October 2016 and subsequently redesignated as Executive Director

and Chairman of the Company on 18 November 2016. Mr Chen Tong became a substantial

shareholder of the Company in January 2018. The Company is currently unable to

estimate when commercial production will happen as this cannot be defined with any

precision until the further stages in determining feasibility and obtaining government

approvals for development are undertaken, together with any offtake agreements and

financing. It is anticipated that a minimum of two (2) to three (3) years is required to

complete the necessary studies and applications.
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4.9 The Company’s interest in the Proposed Acquisition will be safeguarded once the Target

Company and the Operating Company become subsidiaries of the Company, following

which any corporate, operational and financial decisions will be made by the Company.

4.10 In the Technical Report, Behre Dolbear concluded that rare earth elements can be readily

extracted from the deposit. An estimated base case resource statement from the Technical

Report is appended below:

Tantalus Mineral Resource Summary

Category Tonnage Thickness TREO TREOnoCe CREO HREO TREO

Mt m ppm ppm ppm ppm Cont. Tonnes

Measured 40.1 5.4 975 660 296 187 39,100

Indicated 157.6 6.8 878 554 255 166 138,300

Meas/Ind 197.7 6.5 897 575 263 170 177,400

Inferred 430.0 5.6 894 574 247 149 384,600

Total 627.7 5.9 895 574 252 156 562,000

Notes:

SGS 10 June 2016 estimate; cut-off grade 300-500ppm TREOnoCe; Mt = million tonnes, m = metres;

ppm = parts per million

TREO = total rare earth oxides, arithmetic total abundance of all lanthanide rare earth oxides plus yttrium oxide

TREOnoCe = Total Rare Earth Oxides excluding Cerium Oxide = TREO–Ce2O3

CREO = Critical Rare Earth Oxides = Nd2O3 + Y2O3 + Eu2O3 + Tb2O3 + Dy2O3

HREO = Heavy Rare Earth Oxides = Y2O3 + Eu2O3 + Gd2O3 + Tb2O3 + Dy2O3 + Ho2O3 + Er2O3 + Tm2O3 +

Yb2O3 + Lu2O3

Notes:

(a) An “Inferred Mineral Resource” is that part of a mineral resource for which quantity and grade (or quality)

are estimated on the basis of limited geological evidence and sampling. An “Inferred Mineral Resource” has

a lower level of confidence than that applying to an “Indicated Mineral Resource”.

(b) An “Indicated Mineral Resource” is that part of a mineral resource for which quantity, grade (or quality),

densities, shape and physical characteristics are estimated with sufficient confidence to allow the

application of modifying factors in sufficient detail to support mine planning and evaluation of the economic

viability of the deposit. An “Indicated Mineral Resource” has a lower level of confidence than that applying

to a “Measured Mineral Resource”.

(c) A “Measured Mineral Resource” is that part of a mineral resource for which quantity, grade (or quality),

densities, shape and physical characteristics are estimated with confidence sufficient to allow the

application of modifying factors to support detailed mine planning and final evaluation of the economic

viability of the deposit.

It is cautioned in the Technical Report that it cannot be assumed that all or any part

of an Inferred mineral resource will be upgraded to an Indicated or Measured

mineral resource as a result of continued exploration. Behre Dolbear considers the

classification to be generally appropriate but suggest that it might be more prudent

to classify the Measured and Indicated resources as all Indicated.
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The Operating Company has a significant Measured and Indicated resource; it may

choose to undertake detailed studies to define a reserve on the current Measured and

Indicated resources, choose to increase its overall resource, or choose to infill the existing

Inferred resource to raise it to an Measured and Indicated status. There is no imperative

to specifically undertake a programme to upgrade the Inferred resource unless some of

that material occurs in the area planned for initial mining. Please refer to Section 9.0

(Resources and Reserves) of the Technical Report for further details.

4.11 Rare earths have unique properties that make them indispensable for many technological

applications, allowing them to play a major role in the advance of materials technology.

Rare earths play a critical role in the electronics, automotive, environmental protection,

medical and petrochemical sectors. As these industries grow and as research around the

world continues to develop new applications for rare earths, demand is expected to grow.

Please refer to Section 5.0 (Rare Earth Elements) of the Technical Report for details.

4.12 As the Project is still at an exploration and process testing phase, no feasibility study or

production plans have been prepared. Behre Dolbear is of the opinion that an initial

production scale of 10,000 tonnes of contained rare earths appears reasonable. The initial

production scale of 10,000 tonnes will depend on markets and offtake agreements but it

is an appropriate initial stage of production with potential for future expansion once the

operation is established if demand is strong. Further, depending on the results of the

feasibility study, the Company is unable to definitively state whether it will be profitable or

estimate the number of years required for the initial production.

4.13 The Technical Report dated 20 September 2018 is attached to this Circular as

Appendix A. Shareholders are encouraged to read the Technical Report in its entirety as

it is an important document which is required by the Listing Rules and one of the primary

documents relied on by the Company in entering into the Proposed Acquisition.

4.14 Other than arranging a site visit for Behre Dolbear in 2017 and maintaining the site

including covering up open pit holes, there have been limited exploration activities by the

Operating Company since 28 November 2016 until now as the Exploration Licence is

pending renewal by the Malagasy government.

Risks of the Project

4.15 As stated in the Technical Report, Behre Dolbear has considered areas where there is

perceived technical risk to the operation, particularly where the risk component could

materially impact the potential cash flows. The assessment is necessarily subjective and

qualitative. Examples of high-risk components include:

(a) administrative issues in obtaining prompt approvals and ministerial sign-off for the

renewal of the Exploration Licence;

(b) the requirement of specific environmental assessment and approval for larger scale

heap leaching or in-situ leaching trial may lead to certain environmental issues; and

(c) there is significant work to be undertaken to reach a development decision phase

within the remaining three years of the Exploration Licence.

Please refer to Section 4.0 (Risk Summary) of the Technical Report for further details.
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The Target Company and TRE AG

4.16 The Target Company was duly incorporated as a private company limited by shares in

Mauritius on 16 January 2008 (bearing company registration number 077013 C2/GBL).

The Target Company is an intermediate holding company which, until acquisition by the

Vendor, was wholly owned by TRE AG, a company incorporated in Germany whose shares

have been delisted from the Dusseldorf Stock Exchange with effect from 31 May 2017.

TRE AG previously announced on 5 November 2015 that it had entered into preliminary

insolvency proceedings1, but had further announced on 12 February 2016 that it had

withdrawn the application for opening of insolvency proceedings after the sale of 60% of

the Target Company to the Vendor2. Notwithstanding the withdrawal of the insolvency

application, it appears unlikely that TRE AG will be in a position to fund the Project unless

it obtains further funding from its existing shareholders. Regardless, there will be no

significant impact as the Project will be fully funded by the Company. TRE AG is the

shareholder of the remaining 40% of the Target Company. The management board of TRE

AG comprise Mr Kalle Lehtonen, and the members of the Supervisory Board are Mr Ulrich

Krauskopf, Ms Anna-Kreeta Hiltunen-Rantamaa and Mr Kai Knotsch. TRE AG has several

hundred shareholders as it was listed on the Dusseldorf Stock Exchange until 31 May

2017. The Target Company is primarily engaged in investment holding activities.

4.17 The Target Company has five (5) directors, namely Mr Kalle Lehtonen, Mr Chen Tong,

Mr Vincent Lee, and two local directors to fulfil the local requirements. The Company has

appointed two (2) directors to the board of the Target Company. One (1) director, Mr Kalle

Lehtonen, is appointed by TRE AG, and the remaining two (2) directors are resident

directors, namely Mr. Farhana Alimohamed and Mr. Nundan Doorgakant who are local

nominee directors appointed by the management company of the Target Company, Anex

Management Services Ltd, in order to fulfil the local requirements in Mauritius. Upon

completion of the Proposed Acquisition, the Company may appoint more directors to the

board of the Target Company subject to the laws of Mauritius, and the Company and/or its

subsidiaries will be managing the Target and Operating Companies.

4.18 The Company is acquiring shares in the Target Company instead of the Operating

Company as there is a double taxation avoidance agreement between Madagascar and

Mauritius, and it makes commercial sense to acquire interests and invest in Madagascar

through a Mauritian entity to benefit from a better tax, corporate and banking structure and

the business friendly taxation policies available to Mauritian companies. The Company is

currently progressing on a proposed project management agreement with the Target

Company, under which the Company will provide certain services to the Operating

Company to enable the Target Company to better carry out its research and development

of the Project. To that end, the Company is also in discussions with various talents in the

mining industry to engage them to assist the Company with its project management

endeavours. The Company recognises that on Completion of the Proposed Acquisition, it

will have to take the lead to ensure the success of the Project.

1 Please refer to the announcement dated 5 November 2015 which can be accessed via the Regulatory News website

of TRE AG available at the following link: http://www.tre-ag.com/investor-relations/regulatory-news.aspx?sc_lang=en

(accessed on 4 October 2018).

2 Please refer to the announcement dated 12 February 2016 which can be accessed via the Regulatory News website

of TRE AG available at the following link: http://www.tre-ag.com/investor-relations/regulatory-news.aspx?sc_lang=en

(accessed on 4 October 2018).
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The Operating Company

4.19 The Operating Company is wholly owned by the Target Company, and is a company

incorporated as a société à responsabilité limitée (i.e. a shareholder limited liability

company) in Madagascar, bearing registration number R.C.S. Antananarivo 2008B00055

and with an authorised capital of 10,000,000 Malagasy Ariary and fully paid-up capital of

10,000,000 Malagasy Ariary, on 23 January 2008 and was set up by Madagascar Conceil

International. Due to the legal form of the Operating Company, it does not have or is

required to have directors as major decisions require approval from the shareholders (i.e.

the Target Company). Mr Montaharison Haleloia Rakotoandriana is the General Manager

of the Operating Company and he reports directly to the directors of the Target Company.

Mr Edouard Dominique Rakotomanana is the Chief Geologist responsible for the technical

operations of the Operating Company.

4.20 As at the date hereof, the Operating Company holds the Exploration Licence, which grants

exclusive rights for prospecting and research of rare earth minerals in the eastern part of

the Ampasindava Peninsula, in the Province of Antsiranana in northwestern Madagascar,

approximately 500km north of the capital, Antananarivo. The mine perimeter is stated as

608 squares (approximately 238 km2) in the mining permit. Other than the Exploration

Licence, the Operating Company owns certain operating assets, such as vehicles, boat,

computers and drilling equipment. The Operating Company owns a boat, as the most

efficient way to access the concession area from the capital is to fly to Nosy Be island and

travel from there by boat. Majority of the Operating Company’s assets are in Antananarivo

where the office of the Operating Company is located. The boat is used to transport small

groups of employees and/or visitors to the mining site via Nosy Be island if they took a

flight there from Antananarivo, the capital city of Madagascar. Another way of getting to the

mining site would be to drive from Antananarivo, which would take the entire day. The boat

is not meant to be used to transport the rare earth minerals concentrates once production

commences commercially. Subject to any future considerations, it is currently intended

that the rare earth minerals concentrates be transported in containers using trucks to the

nearest port in Ambanja.

4.21 The Operating Company is in the business of prospection, research, mining exploration of

precious and semi-precious stones, and generally all mineral substances found in

Madagascar; and the purchase, collection, sale, local transformation and exportation of

semi-precious stones and generally all mineral substances.

4.22 Mr Montaharison Haleloia Rakotoandriana, the General Manager, joined the Operating

Company since 2009. His role is essentially focused on managing the administrative and

financial aspects of the Operating Company and dealing with the various government

ministries and authorities in Madagascar on matters such as mining, environmental, tax,

and labour. Prior to joining the Operating Company, he has been involved in the

management of various other resource/mining companies in Madagascar since 2003. He

graduated with a bachelor’s degree in Science Option Mathematics from the University of

Madagascar in 1982. Mr Edouard Dominique Rakotomanana, the Chief Geologist, joined

the Operating Company in April 2011. He leads and manages the scientific and technical

programmes and supporting works on the exploration of rare earth elements. He is an

experienced geologist and has previously served as the Head of Geology and Geophysics

Department at a project for mineral resources that is mainly funded by World Bank

between March 2004 until April 2011. He has also been a temporary lecturer at University

of Antananarivo: Polytechnic High School (Geology Department and Mine Department)

and Faculty of Sciences (Earth Science Department) since 1997. He graduated from the

University of Madagascar in 1980 with an Engineering Diploma with a speciality in

geology. He obtained a University Doctorate Diploma (PhD) from the Institut National

Polytechnique de Lorraine (Nancy Brabois, France) in 1996.
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5. INFORMATION ON THE VENDOR

5.1 The Vendor is a private limited company incorporated in Singapore. The shareholders of

the Vendor include a mixture of individuals and entities from, inter alios, Singapore,

Ireland, Luxembourg and Madagascar. As some of the shareholders of the Vendor are

companies and funds from jurisdictions other than Singapore, it would be difficult for the

Company to trace the ultimate beneficiaries of the Vendor. The directors of the Vendor as

at 4 October 2018 are Mr Timothy Morrison and Mr Jonathan Lim, and the shareholders

are Mr Shahim Ismael, Apphia Investments Pte. Ltd., Universal Coal Resources Pte. Ltd.,

Plengkung Capital Pte. Ltd., Mr Carl Stephen George, Mr Philip Carl Lennart Anden,

Mr Sebastian Ernst, Mr Heiko Kleinhenz, Mr Errol Arnold Bome Ms Melanie Jill Bome,

Ms Candice Peta Castledine, Mr Barry John Richard O’Connell, Mr Jonathan Lim Keng

Hock, Mr Tan Poh Chye Allan, Penham S.A.R.L., Ursus Capital AG, Caperange

Investments Pty Ltd, Goldfire Enterprises Pty Ltd, Gleneagle Securities Nominees Pty

Limited, Nookamka Holdings Pty Ltd and Jesus SAA Requejo. The controlling

shareholders are Universal Coal Resources Pte. Ltd. (24.06%), Mr Barry John Richard

O’Connell (23.20%) and Penham S.A.R.L. (15.80%). The Company notes from the

Register of Members of the Vendors that Mr Tan Poh Chye Allan became a member of the

Vendor on 8 March 2017, when Virtus Law no longer acted for the Company. The Vendor

is an independent third party and is not directly or indirectly related to the Company and/or

its Directors, controlling shareholders or their respective associates. Based on the ACRA

Business Profile of REO Magnetic Pte. Ltd. as at 4 October 2018, Mr Tan Poh Chye Allan

held 614,380 ordinary shares or approximately 4.46% of the total issued share capital of

REO Magnetic Pte. Ltd.. Mr Tan Poh Chye Allan was also the partner at Virtus Law who

previously advised the Company on the Proposed Acquisition. The Company does not

have the information on who sold the shares to him.

5.2 To the best of the Company’s knowledge, the Vendor has not engaged any law firm to

advise itself in the Proposed Acquisition. Clifford Chance Pte. Ltd. was appointed on

3 March 2017 only in the preparation of the circular relating to the Proposed Acquisition.

Legis and Lexel are assisting with the Malagasy and Mauritian legal aspects of the

Proposed Acquisition (set out in paragraphs 3.43 and 3.47 above). The Company is not

aware of any persons listed in this paragraph 5.2 nor any shareholders of TRE AG who

have interest in the Company.

5.3 The Vendor was identified by the Company as the Board was of the view that the

investment is a good opportunity to pursue, taking into consideration that the global rare

earth metals market is anticipated to reach US$8.19 billion by the end of 20181. To the

best knowledge of the Company, the Vendor does not have any track record in the Project.

5.4 The Vendor had on 8 December 2015 entered into a sale and purchase agreement with

TRE AG pursuant to which the Vendor acquired 60% of the total issued and paid-up share

capital of the Target Company for a cash consideration of EUR 3.7 million. According to the

announcement2 released by TRE AG, the transaction was completed on 12 August 2016.

1 According to the “Rare Earth Metals Market (Lanthanum, Cerium, Neodymium, Europium, Yttrium, Scandium, Terbium

& Other Key Elements) – Global Industry Analysis, Applications (Magnets, Catalysts, Metallurgy, Phosphors,

Ceramics & Others), Size, Share, Growth, Trends and Forecast, 2012 – 2018” Transparency Market Research Report

(2015).

2 http://irpages2.equitystory.com/cgi-bin/show.ssp?companyName=meldeverlinkung&language=English&id=999&newsID=

1571021&companyDirectoryName=tantalusrareearths accessed on 4 October 2018
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The remaining 40% of the total issued and paid-up share capital of the Target Company

is currently held by TRE AG. TRE AG is a company incorporated in Germany whose

shares have been delisted from the Dusseldorf Stock Exchange with effect from 31 May

2017. The Operating Company is a wholly owned subsidiary of the Target Company. Upon

Completion of the Proposed Acquisition, the Company and TRE AG shall hold 60% and

40% of the total issued and paid-up share capital of the Target Company respectively.

5.5 According to the website of TRE AG1, we note that the Vendor had signed a sale and

purchase agreement (the “Second TRE SPA”) with TRE AG on 2 March 2016 for the

acquisition of the remaining 40% of the total issued and paid-up share capital of the Target

Company. However, as the proposed sale was not completed by the long-stop date of

15 September 2017, the Second TRE SPA was terminated as the conditions precedent

were not fulfilled by that date and the Vendor did not have the financial means to complete

the Second TRE SPA.

6. LISTING AND QUOTATION

6.1 An application was made on 19 December 2017 for approval-in-principle from the SGX-ST

for the listing and quotation of the Consideration Shares on the Mainboard of the SGX-ST.

As announced by the Company on 16 September 2018, the SGX-ST has granted its

approval-in-principle for the dealing in, listing of and quotation for the Consideration

Shares subject to the following conditions:

(a) Compliance with the SGX-ST’s listing requirements; and

(b) Shareholders’ approval on the issuance of the Consideration Shares at an

extraordinary general meeting of the Company to be convened.

6.2 The approval-in-principle issued by SGX-ST for the issuance of the Consideration Shares

is not to be taken as an indication of the merits of the Proposed Acquisition, the

Consideration Shares, the Company, and/or its subsidiaries. The SGX-ST assumes no

responsibility for the correctness or accuracy of any of the statements made, reports

contained or opinions expressed in this Circular.

6.3 Shareholders are also asked to give their specific approval for the issuance of the

Consideration Shares.

6.4 Shareholders should note that upon the issue of all the Consideration Shares, the Vendor

will hold approximately 19% of the enlarged issued and paid-up capital of the Company.

However, the Company believes that the Proposed Acquisition will provide the Company

with the opportunity to enter into a strategic industry, and possibly restore shareholders’

value in the longer term.

1 Please refer to the Regulatory News website of TRE AG available at the following link: http://www.tre-ag.com/investor-

relations/regulatory-news.aspx?sc_lang=en accessed on 4 October 2018.
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6.5 The table below shows the effects of the issue of the Consideration Shares as at the Latest

Practicable Date:

Before the Proposed

Share Issue

(i.e. Existing

Share Capital)

After the Proposed

Share Issue

(i.e. Enlarged

Share Capital)

No. of

Shares held

% of

issued

share

capital

No. of

Shares held

% of

issued

share

capital

REO Magnetic Pte. Ltd. – – 747,257,307 19.1%

Substantial Shareholders 742,871,045 23.5% 742,871,045 19.0%

Other Shareholders 2,417,211,624 76.5% 2,417,211,624 61.9%

Total 3,160,082,669 100.0% 3,907,339,976 100.0%

6.6 As mentioned earlier, the issue of the Consideration Shares will represent approximately

19% of the enlarged issued and paid-up capital of the Company. Rule 803 of the Listing

Rules states that an issuer must not issue securities to transfer a controlling interest

without prior approval of the Shareholders in a general meeting. Thus, the Company is

seeking Shareholders’ approval for the issue of the Consideration Shares which will result

in the transfer of a controlling interest.

7. RATIONALE FOR AND BENEFIT OF THE PROPOSED ACQUISITION

7.1 The Proposed Acquisition is in line with the Company’s business strategy to expand its

business and foray into the global rare earth metals market. Notwithstanding that the

Project is capital intensive and there may be no revenue generated in the short term as

discussed in the Technical Report, the Company is of the view that the investment in the

Project is a good opportunity to pursue as the global rare earth metals market is

anticipated to reach US$8.19 billion by the end of 20181, taking into account the resource

statement contained in the SGS Report. Further, the Company is confident that the

Proposed Acquisition, when completed, may be further developed to unlock the Project’s

potential upside and cash flows as indicated in the Technical Report, potentially deriving

a higher valuation for the Project and consequently restore shareholders’ value in the

longer term.

7.2 As the Project may require further investments, the Company may fund such investment,

project or activity through bank or other external borrowings, stand-by letters of credit or

initiate further fundraising exercises, depending on the nature of the investment, project or

activity, and the then financial condition of the Company. The Company may secure the

Project against any external borrowings subsequent to the maturity of the Bond

Subscription Agreement in September 2020, or as long as the ratio of Borrowings to Net

Worth does not exceed 70% at any time (before the Bond Subscription Agreement matures

in September 2020). The Company may also draw upon its existing convertible

redeemable bond programme. The Group’s cash balance as at 30 June 2018 was

S$834,968 and the Company’s cash balance as at 30 June 2018 was S$827,876.

Assuming that the Company issues convertible redeemable bonds of S$5,000,000 to

1 According to the “Rare Earth Metals Market (Lanthanum, Cerium, Neodymium, Europium, Yttrium, Scandium, Terbium

& Other Key Elements) – Global Industry Analysis, Applications (Magnets, Catalysts, Metallurgy, Phosphors,

Ceramics & Others), Size, Share, Growth, Trends and Forecast, 2012 – 2018” Transparency Market Research Report

(2015).
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S$10,000,000, this could result in an additional 1,666,666,666 to 3,333,333,333

conversion shares (computed based on the floor conversion price of S$0.003 per share

that is currently being selected by the Bond Subscriber) being issued and allowed by the

Company. Other than issuing convertible redeemable bonds, the Company may fund the

rest of the Project through bank or other external borrowings, stand-by letters of credit or

initiate further fundraising exercises, such as the placement of shares and rights issue.

7.3 The Company would like to caution shareholders that the project is still in its exploration

stages, and there is no certainty or guarantee that production of rare earth oxides hosted

by the Project will be successfully or economically extracted.

8. FINANCIAL EFFECTS OF THE PROPOSED ACQUISITION

Relative Figures as set out in Rule 1006 of the Listing Manual

8.1 The relative figures for the Proposed Acquisition as computed using the applicable bases

of comparison set out in Rule 1006 of the Listing Manual are as follows:

Rule 1006 Basis Relative Figure

(a) Net asset value of the assets to be

disposed of compared to the Group’s

net asset value

Not applicable to an acquisition of

assets

(b) The net profits attributable to the

assets acquired compared with the

Group’s net asset value

Not applicable as the Target

Company and the Operating

Company have not commenced

production, and have, therefore, no

profits.

(c) The aggregate value of the

consideration for the Proposed

Acquisition as compared with the

Company’s market capitalisation as

at 15 December 2017, being the

Market Day immediately preceding

the date of the ALA LPD

29%, based on a purchase

consideration of S$2,989,029

compared with a market

capitalisation of S$10,256,997 as at

15 December 2017; and 87.6%

computed based on a total

consideration of S$8,989,029, after

taking into account and aggregating

the Loan of S$6,000,000 pursuant to

the ISR Facility Agreement with the

purchase consideration of

S$2,989,029, as compared with a

market capitalisation of

S$10,256,997 as at 15 December

2017. The Loan, together with the

accrued interest, shall be repaid in

full on the Maturity Date. For details

of the Loan, please refer to

paragraphs 3.36 to 3.42 above.

(d) Number of Consideration Shares to

be issued by the Company as

consideration for the Proposed

Acquisition, compared with the

number of equity securities of the

Company previously in issue

29% as at 31 July 2017, the date of

the First Supplemental Agreement.
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Rule 1006 Basis Relative Figure

(e) The aggregate volume or amount of

proved and probable reserves to be

disposed of, compared with the

aggregate of the Group’s proved and

probable reserves.

Not applicable to an acquisition of

assets.

8.2 As the relative figures under Rule 1006(c) and Rule 1006(d) of Chapter 10 of the Listing

Manual exceed 20%, the Proposed Acquisition constitutes a “Major Transaction” as

defined under Rule 1010, and is subject to the approval of shareholders.

8.3 The financial effects of the Proposed Acquisition set out below are for illustrative purposes

only and do not necessarily reflect the actual results and financial position of the Company

following completion of the Proposed Acquisition.

8.4 The financial effects of the Proposed Acquisition on (i) the NTA of the Shares; and (ii) the

EPS of the Company were prepared based on the audited consolidated financial

statements of the Company for FY2017 and subject to the following assumptions:

(a) the financial effects of the Proposed Acquisition on the consolidated NTA per Share

were computed assuming that the Proposed Acquisition was effected on

31 December 2017;

(b) the financial effects of the Proposed Acquisition on the consolidated EPS of the

Company were computed assuming the Proposed Acquisition was effected on

1 January 2017;

(c) the Technical Report would support an estimated economic value of at least

S$5 million in total for all of the rare earths oxides hosted by the licence perimeter

area covered by the Exploration Licence held by the Operating Company; and

(d) no earnings/profits generated as the Target Company and the Operating Company

have not commenced production.

8.5 Financial effects on issued share capital:

(a) When issued, the Consideration Shares will comprise 747,257,307 Shares and

represent approximately 29% of all Shares as at ALA LPD, and approximately 19%

of the enlarged issued and paid-up share capital of the Company following

completion of the issuance of the Consideration Shares as at LPD. Following

completion of the issuance of the Consideration Shares, the Company’s issued and

paid-up share capital will increase from 3,160,082,669 Shares as at the date of this

Circular to 3,907,339,976 Shares.

8.6 Financial effects on consolidated NTA:
BEFORE THE

PROPOSED

ACQUISITION

AFTER THE

PROPOSED

ACQUISITION

Consolidated NTA as at 31 December 2017 (S$’000) 6,978 8,9651

Number of Shares as at 31 December 2017 (’000) 2,564,249 3,311,507

Consolidated NTA per Share as at 31 December 2017 (cents) 0.27 0.27

(1) Based on the assumptions stated above.
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8.7 Financial effects on consolidated EPS:

BEFORE THE

PROPOSED

ACQUISITION

AFTER THE

PROPOSED

ACQUISITION

Consolidated net earnings attributable to Shareholders

for FY2017 (S$’000) (1,421) (2,423)2

Weighted average number of Shares for FY2017 (’000) 2,132,243 2,879,500

Consolidated EPS for FY2017 (cents) (0.07) (0.08)

(2) Based on the assumptions stated above.

9. THE PROPOSED DIVERSIFICATION OF THE BUSINESS SCOPE OF THE GROUP TO

INCLUDE THE OWNERSHIP, OPERATION, MANAGEMENT AND PRODUCTION OF A

RARE EARTH OXIDES MINE IN MADAGASCAR

9.1 In connection with the Proposed Acquisition and for the purposes of expanding and

increasing its portfolio of businesses in order to potentially improve its future growth

prospects, the Company proposes to expand the scope of the existing businesses to

include the following (the “New Business”):

(a) the ownership, operation, management and production of a rare earth oxides mine in

Madagascar (i.e., the Project);

(b) the sale and distribution of the rare earth oxides; and

(c) the provision of technical support and services relating to rare earth oxides mining.

9.2 The rationale and benefits of the Proposed Acquisition are set out in paragraph 7 of this

Circular.

9.3 The Board believes that the Proposed Acquisition will diversify its business scope which

constitutes a fundamental change of the Company’s business and will materially change

the risk profile of the Company. Any of the risks described below could materially and

adversely affect the Company’s ability to comply with its obligations, including those under

the Listing Manual, and could have a material adverse effect on the Company’s or the

Group’s business, financial condition, operations and prospects. In that event, the market

price of the Shares could decline, and Shareholders may lose all or part of their

investments in the Shares. The risks and uncertainties described below are not intended

to be exhaustive and are not the only risks and uncertainties that the Company may face.

The Company could be affected by a number of risks which relate to the industries and

countries in which the Company intends to operate as well as those which may generally

arise from, inter alia, economic, business, market and political factors, including the risks

set out herein. Additional risks and uncertainties not presently known to the Company or

the Group or that the Company or the Group currently deem immaterial may also impair

the Company’s or the Group’s business, financial condition, operations and prospects.

The risks discussed below also include forward-looking statements and the Company’s

and the Group’s actual results may differ substantially from those discussed in these

forward-looking statements.

Subheadings are for convenience only and risk factors that appear under a particular

subheading may also apply to one or more other sub-headings.
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9.3.1 The New Business is dependent on the rare earth oxides industry

The New Business will be largely dependent on the rare earth oxides industry, in particular

the level of activity in the exploration, development and production of rare earth oxides.

Such activities are affected by factors such as fluctuations in rare earth oxides prices and

by other general economic factors, as well as by the industry’s view of future economic

growth and the resulting impact on demand for rare earth oxides and the expectations of

potential customers in respect of changes in rare earth oxides prices and the related

changes in their capital spending.

The historical prices for the various rare earth elements are indicated in Section 5.4 of the

Technical Report prepared by Behre Dolbear. In relation to demand, the demand for

neodymium and praseodymium, typically used in permanent magnets in electric motors for

hybrid and electric vehicles, represented 15% of total global demand, which is expected

to increase to over 24% by 20271. Further, demand for cerium and lanthanum, used largely

in catalytic and battery applications is also forecast to increases. Cerium demand is

forecast to grow by around 4% per year through to 2027, whilst lanthanum is forecast to

increase by over 4.5% per year2. Rare earth elements have special electronic

configuration and contain active, unfilled or unpaired f-electrons and these f-electrons

have special transition properties resulting in special magnetic, electrical and optical

properties. The Company believes it is thus very difficult to look for substitutes or

alternatives as other elements do not have such properties.

The above are factors beyond the control of the Company. As a result, the timing, nature

and degree of changes in industry conditions are unpredictable. In addition, there can be

no assurance that the Company will be able to obtain the financing necessary in time to

develop relevant opportunities for the New Business that may arise. Any prolonged period

of low exploration, development and production activity or decrease in demand for rare

earth oxides would be likely to have an adverse effect on the Group’s business, financial

performance, financial condition and operating cash flow.

9.3.2 The Exploration Licence may not be renewed

The Exploration Licence is in its second renewal phrase and has a final three (3) year term

before it must be relinquished or converted into a Permis de Exploitation (PE or Mining

Licence). Depending on the results of the feasibility study (which has not commenced),

environmental approvals etc. an estimate of three years is a reasonable period. Details of

the licensing arrangements are described in the Technical Report.

The licence system appears appropriate, and has allowed the Operating Company to

operate and undertake exploration activities as required. However, there appear to be

significant administrative issues in obtaining prompt approvals and ministerial sign-off; the

first renewal took more than 12 months for approval to be received, and while the

Operating Company submitted its second renewal application in December 2016, no

ministerial sign-off has been received. The long delays in receiving formal approvals are

of concern, and also raise questions regarding the likely efficiency of the approval process

to obtain a mining licence.

1 https://roskill.com/market-report/rare-earths/ accessed on 4 October 2018

2 Ibid.
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The Company was informed that in theory, the conversion of the Exploration Licence may

take place at any time and the Operating Company may, in principle, apply for the

conversion of the Exploration Licence at any given time. However, it should be noted that

the Bureau du Cadastre Minier de Madagascar may refuse the conversion application as

there is currently a pending renewal application.

9.3.3 The Group has no prior track record or experience in the rare earth oxides industry

and the New Business may not be viable or successful

As the Company does not have a proven track record in the rare earth oxides industry, the

New Business may not be commercially viable or successful. Unsuccessful attempts to

undertake the New Business may have an adverse effect on the Company’s business,

financial condition and results of operations.

The exploration, exploitation and production of rare earth oxides may require substantial

capital expenditure and investment costs before they reach a revenue producing stage.

Hence, in the event that the Company engages in such activities pursuant to the New

Business, the Company may not be able to generate positive cash flows from such

activities immediately. A cash flow deficit may have a negative impact on the working

capital and the financial position of the Company. Furthermore, as such business activities

may need time to generate profits, to the extent that the Company is unable to generate

sufficient profits from its existing business and the New Business to cover its operating

costs, the Company will suffer an adverse effect on its business, financial performance,

financial condition and operating cash flow.

9.3.4 Current management may not have the expertise to ensure success

As the New Business is a new area of business for the Company, the Company will face

the usual risks, uncertainties and problems associated with the entry into any new

business in which it has no prior track record. These risks, uncertainties and problems

include, among other things, the inability to find the right joint venture, strategic or other

business partnerships, the inability to manage expanding operations and costs, failure to

attract and retain customers, difficulty in establishing a database of suppliers, failure to

provide the results, level of revenue and margins the Group is expecting and failure to

identify, attract, retain and motivate qualified personnel.

In addition, the Company’s current management may not have the relevant expertise to

ensure success in these areas. The Company may also face difficulties in recruiting skilled

and qualified personnel in the New Business due to its specialised nature. If the Company

is unable to attract and retain a sufficient number of suitably skilled and qualified

personnel, the Company’s business, results of operations and financial conditions may be

materially adversely affected.

9.3.5 The Target Company has accumulated losses since incorporation

As a company in the early stages of development, focusing mainly on exploration

activities, there are substantial risks, uncertainties, expenses and difficulties to which the

business of the Target is subject. To address these risks and uncertainties, the Target

Company must successfully develop and execute its business strategy and respond to

competitive developments. There can be no assurance that it will be able to manage

effectively the expansion of its operations through organic growth or acquisitions.
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The Target Company has accumulated losses since incorporation. There can be no

assurance that it will earn significant profits or any profits from operations at all, which

could impact its ability to sustain operations, or bring operations to a point where it is able

to obtain any additional funds it may require in the future to satisfy requirements beyond

its current committed capital expenditure. The Company cannot be certain that the Target

Company will successfully develop and implement its business strategy or that it will

successfully address the risks that face its business. In the event that the Target Company

does not successfully address these risks, the Company’s business, financial condition,

prospects, and results of operations, could be materially and adversely affected.

9.3.6 Uncertainties on securing additional funding for business development

The Company’s growth strategy to undertake the New Business is capital intensive and

requires substantial funding. The ability of the Company to arrange financing and the cost

of such financing are dependent on global economic conditions, capital and debt market

conditions, lending policies of the government and banks, and other factors. The

Company’s business may not be able to generate sufficient cash flows to fund investment

and/or expansion opportunities. Unless the Company can do so through internal sources,

it will be required to finance the cash needs through public or private equity offerings, bank

loans and/or other debt financing. There can be no assurance that international or

domestic financing for the New Business and necessary equipment that the Company may

acquire or develop will be available on terms favourable to the Company or at all. The

Company may have to delay, adjust, reduce or abandon its planned growth strategies. In

the event that the Company does obtain bank loans or debt financing but is unable to meet

the financing expenses of such, its business performance may be adversely affected.

9.3.7 Disruptions to business caused by factors, such as natural disasters and human

fault

The Project area that the Operating Company conducts its operations for the potential

extraction of rare earth oxides may be damaged by flooding, drought, debris flow,

landslide, earthquake, other natural disasters, human error, fault or negligence, or the

operations may have to be suspended during repair of damaged plants and/or equipment.

The operations of the New Business may be seriously disrupted by such disasters which

may materially and adversely affect the Company’s results of operations.

The climate in Madagascar can be broadly divided into two distinct seasons: a dry season

and a wet season. The dry season typically occurs between April and October and the wet

season from November to March. The rainy season is generally very wet and

accompanied by high temperatures on account of the eastern trade winds and cyclonic

influence. Typically, the weather is warm all year round due to the country’s position

astride the Tropic of Capricorn. However, western coastal areas can become very hot

during the summer dry season. Annual rainfalls are more than 3,000 mm in the eastern

coastal plains, around 1,500 mm in the central plateau and less than 500 mm in the

western coastal plains.

The Project area is associated with an average annual temperature of greater than 25°C

and rainfall exceeding 2000 mm per year, conditions that are conducive to weathering of

the bedrock and the formation of regolith.
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9.3.8 Inadequate insurance coverage to cover all liabilities

The Company’s involvement in the New Business may result in the Company becoming

subject to liability for pollution, blow-outs, property damage, personal injury or other

hazards. The Company is unable to elaborate on this in the context of the Operating

Company’s operation until after the completion of the EIA study and feasibility study.

Although the Company intends to obtain insurance in accordance with industry standards

to address such risks, such insurance has limitations on liability that may not be sufficient

to cover the full extent of such liabilities. In addition, such risks may not in all

circumstances be insurable or, in certain circumstances, the Company may elect not to

obtain insurance to deal with specific risks due to the high premiums associated with such

insurance or other reasons. The payment of such uninsured liabilities would reduce the

funds available to the Company. The occurrence of a significant event that the Company

is not fully insured against, or the insolvency of the insurer of such event, could have a

material adverse effect on the Company’s financial position, results of operations or

prospects.

9.3.9 Changes in tax regulations

The Company’s operations in the Project may be subject to taxation in the countries which

the Group may operate in, including Madagascar, and it could be faced with increasingly

complex tax laws. The amount of tax the Company pays could increase substantially as

a result of changes in or new interpretations of these laws, which could have a material

adverse effect on the Company’s liquidity and results of operations.

During periods of high profitability, there may be calls for increased or windfall taxes on

revenue. Taxes may increase or consequently imposed. In addition, taxing authorities

could review and question the Company’s tax returns leading to additional taxes and

penalties which could have a material adverse effect on the financial position of the

Company. Currently, the Target Company is liable to tax at the rate of 15%. However, the

Target Company is also entitled to a foreign tax credit equivalent to the higher of 80% of

the Mauritius tax chargeable or the actual tax suffered abroad in respect of

foreign-sourced income. Thus, the maximum effective tax rate is therefore 3%. The

corporate tax rate for the Operating Company is 20%.

9.3.10 Unanticipated increased or incremental risks

The rare earth oxides industry is capital intensive. To implement the business strategy for

the New Business, the Company will invest in drilling and exploration activities and

infrastructure. The Company’s current and planned expenditures on such projects may be

subject to unexpected problems, costs and delays, and the economic results and the

actual costs of these projects may differ significantly from its current estimates.

9.3.11 Specific environmental assessment and approval may be required

Exploration site work to date has been conducted under the Exploration Licence

environmental conditions pertaining to the management of drill sites and exploration pits

and trenching. Any larger scale heap leaching or in-situ leaching trial will require specific

environmental assessment and approval. Until an initial environmental impact assessment

(“EIA”) has been completed and submitted, Behre Dolbear considers the environmental

risk to be medium/high.
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9.3.12 Project implementation risk

No project implementation plan has been developed. There are a number of critical

milestones that need to be achieved, including the completion of the required

environmental studies, completion of a feasibility study, and granting of a mining licence

(Permis de Exploitation or PE). Construction activities should be relatively straightforward,

but there is significant work to be undertaken to get to a development decision phase

within the remaining three (3) years of the Exploration Licence.

9.3.13 The Company may be subject to risks arising from foreign exchange fluctuations

The business of the Company is denominated in Singapore Dollars while the business of

the Target, its cost of sales and operating expenses are typically denominated in USD and

Malagasy Ariary. For the Operating Company, salaries and operating expenses will be in

Malagasy Ariary. The majority of the costs will be incurred in USD. Post completion of the

Proposed Acquisition, the Company may be exposed to adverse fluctuations in the

currency exchange rates for USD and Malagasy Ariary which may be affected by various

factors, including international political and economic conditions. Further, the countries in

which the Operating Company operates may face significant budget deficits, limited

foreign currency reserves, volatile exchange rates and less sophisticated banking sectors.

Any significant unfavourable fluctuations in foreign currency exchange rates against the

Company’s functional currency may have an adverse effect on its operating results.

9.3.14 The New Business is subject to general risks associated with operating businesses

outside Singapore

There are risks inherent in operating businesses overseas, which include unexpected

changes in regulatory requirements, difficulties in staffing and managing foreign

operations, social and political instability, fluctuations in currency exchange rates,

potentially adverse tax consequences, legal uncertainties regarding the Group’s liability

and enforcement, changes in local laws and controls on the repatriation of capital or

profits. Any of these risks could adversely affect the Company’s overseas operations and

consequently, its business, financial performance, financial condition and operating cash

flow.

In addition, if the governments of countries in which the Company operates, such as

Madagascar, tighten or otherwise adversely change their laws and regulations relating to

the repatriation of their local currencies, it may affect the ability of the Company’s

overseas operations to repatriate profits to the Company and, accordingly, the cash flow

of the Company will be adversely affected. Unless there are changes relating to the

conversion of the Exploration Licence into a mining permit, or any changes to the Mining

Code and the double taxation avoidance agreement, Lexel has informed us that, from a

Mauritian law perspective and save as mentioned above, they do not think that there will

be any impact on the Target Company.

9.3.15 The New Business requires extensive capital requirements

In order to commence full production, the Company will have to raise sufficient funds to

fund its mining activities in the short term. Mining capital requirements are typically high,

and while the Company will embark on a capital raising exercise, there can be no

assurance that the Company will be able to raise the funding required to develop the

Project further.
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Further, any capital funding by the issuance of equity may dilute the interest of

Shareholders, and any debt financing may involve financial covenants which limit the

Company’s operations. In particular, should there be further issuances and conversions of

convertible redeemable bonds of which S$23 million remains available as at the Latest

Practicable Date which may be issued at the Company’s option, this may further dilute the

interest of Shareholders. As at 4 October 2018, the outstanding balance of the convertible

redeemable bonds that may be converted is S$1,000,000 (which may be convertible into

333,333,333 conversion shares). If the Company is unable to obtain capital funding, the

Company may not be able to make progress on the development of the Project, which in

turn will adversely affect its financial position.

9.3.16 The Company’s ability to borrow in the bank or capital markets may be adversely

affected by a financial crisis

The Company’s ability to borrow from banks or the capital markets to meet its financial

requirements is dependent on favourable market conditions. Financial crises in particular

geographic regions, industries or economic sectors for example, the United States

subprime mortgage crisis and the sovereign debt crisis in Europe and the United States,

have, in the recent past, led and could in the future lead to sharp declines in the

currencies, stock markets and other asset prices in those geographic regions, industries

or economic sectors, in turn threatening affected companies, financial systems and

economies.

9.3.17 Fluctuations in interest rates and refinancing risks may be difficult to predict

Interest rate fluctuations are of particular concern to a capital-intensive industry such as

that of exploration, exploitation and production of oil and gas/minerals. The Company

faces interest rate and debt refinancing risk in respect of floating-rate bank credit facilities

and long-term financings. The Company’s ability to refinance debt on favourable terms is

dependent on debt capital market conditions, which are inherently variable and difficult to

predict.

9.3.18 Exploration risk that the New Business may not be viable

There can be no guarantee that planned exploration programmes will lead to positive

exploration results and the discovery of a commercial deposit or reserve or further, a

commercial mining operation. By its nature, the business of mineral exploration and

operation has exposure to certain risks. The Operating Company’s future exploration

activities may not result in the discovery of any sufficient level of mineralisation which is

commercially viable or recoverable. Estimates of the tonnes, grade and overall metal

content of a deposit are not precise calculations but are based on interpretation and on

samples from pitting, trenching and drilling which, even at close spacing, remain a very

small sample of the whole ore body. There is always a potential error in the projection of

drill hole or sample data when estimating the tonnes and grade of the surrounding rock.

Ground and hydrology conditions can impact on mine productivity and the availability of

reserves. Process recovery projections, process flowsheet and plant design are commonly

based on limited testwork and depend on the representivity of the testwork samples and

the scaling up of the testwork results. Process operations can be subject to a number of

start-up and ramp-up issues. These refer to the standard start-up and ramp-up issues

commonly encountered in such projects. The Company will be using both reverse

circulation and core drilling techniques, depending on which is the most suitable technique

for the purpose. Exploration is a speculative endeavour and can be hindered by the

unpredictable nature of mineral deposits, particularly with respect to predicated

extrapolations to depth from known mineralisation, poor drilling techniques, incorrect

grade estimates, unforeseen and adverse ground conditions, flooding, inclement weather,
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poor equipment availability, force majeure circumstances and cost overruns from

unforeseen events. While the Company has commissioned the Technical Report, any

future successful mining operation will depend on exploration success, mineral resource

calculations, appropriate economic circumstances, ore reserve calculations, successful

statutory planning approvals, mine design and the construction of efficient processing

facilities, competent operation and management and efficient financial management.

The future exploration activities of the Operating Company may be affected by a range of

factors including geological conditions, limitations on activities due to seasonal weather

patterns, unanticipated operational and technical difficulties, industrial and environmental

accidents, changing government regulations and many other factors beyond the control of

the Company. The success of the Operating Company will also depend upon the

Operating Company having access to sufficient development capital, being able to

maintain title to its exploration licence, and obtaining all required approvals for its

activities. In the event that exploration programmes prove to be unsuccessful this could

lead to a decrease in the value of the concession and even possible loss of the

concession.

9.3.19 Inferred, Indicated and Measured Resource do not demonstrate economic viability

Shareholders should take note that the Technical Report reports Inferred mineral

resources, which by themselves do not demonstrate economic viability. Mineral resource

estimates do not account for mineability, selectivity, mining loss and dilution. These

mineral resource estimates include Inferred mineral resources that are normally

considered too speculative geologically to have economic considerations applied to them

that would enable them to be categorised as mineral reserves. There is no certainty that

Inferred mineral resources will be converted to Measured and Indicated categories

through further drilling, or into mineral reserves, once economic considerations are

applied.

9.3.20 A Highly Regulated Industry

The business of mineral exploration and operation is highly regulated, and is subject to

numerous rules and regulations imposed in Madagascar in which the mining exploration

and operation take place. These rules and regulations may change from time to time as

industry practices change and evolve. A change of the government of the day may also

precipitate changes to the country’s mining laws and regulations, which change may be

adverse to the commercial interests of the Company. For example, in Madagascar, there

have been political tensions which resulted in political turmoil and resulted in a forced

resignation of a past president. Compliance costs in a highly regulated industry may be

high and any additional compliance costs arising from change in legislations, laws and

regulations may result in an increase in the cost of production and narrower margins of

profitability. This may in turn have a negative impact on the Company’s financial position,

if global prices of the mineral commodities that the Operating Company produces continue

to remain weak, or if no new demand for the Operating Company’s minerals is realised.

Compliance costs include fees which may be paid to legal, accounting, tax, mining

consultancy, compliance professionals in order to comply with any legal or regulatory

regulations.
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9.3.21 Environmental risks

The Operating Company’s operations are subject to laws and regulations regarding

environmental matters, including the discharge of any hazardous waste or materials.

These laws and regulations set various standards regulating certain aspects of health and

environmental quality and provide for penalties and other liabilities for the violation of such

standards and establish, in certain circumstances, obligations to remediate current and

former facilities and locations where operations are or were conducted. Significant liability

could be imposed on the Operating Company for damages, clean-up costs or penalties in

the event of certain discharges into the environment, or non-compliance with

environmental laws or regulations. The Operating Company proposes to minimise these

risks by conducting its activities in an environmentally responsible manner, in accordance

with applicable laws and regulations and accepted industrial practices.

Shareholders should also take note that at any given time, if the Operating Company fails

to comply with any environmental laws or conditions of licences granted by the relevant

authority, stop-work orders could be issued and any prolonged work stoppages could

affect the Company’s financial position adversely.

There are currently no hazardous waste or materials during the exploration stage. The

discharge of any hazardous wastes or materials will be handled as at any mine site, in

accordance with regulations and good practices. Further elaborations on the processes

relating to the discharge may only be firmed up after the completion of the EIA study.

9.3.22 Exposure to Health and Safety Risks

Mining exploration and operation is a high risk occupation for miners. The Company may

face claims for death and injury that its operational crew may sustain, and any claims that

are disputed or excluded by the Company’s insurance policies may have an adverse

impact on the Company’s financial position.

9.3.23 Social and Community Risk

Although there are several potentially affected villages within the project area, the risk

relating to social and community remains low. These communities rely largely on

subsistence farming and fishing. The Operating Company had indicated that the local

village communities are generally supportive of development and employment

opportunities, provided appropriate compensation is paid for disturbance and loss of land.

The Operating Company is currently supporting several community projects primarily

involving educational support and assistance.

9.3.24 The Project is located in Madagascar

The Project is located in Madagascar. As Madagascar may not enjoy the same level of

political stability as in Singapore, in the event of any change of government or ruling party,

governmental policies and legislation, these may have a material adverse effect on the

Company and the Project. Our Company is not familiar with the culture and customs of

Madagascar which may potentially impede our progress in the Project.

9.4 The risks listed in this paragraph are not exhaustive. These risks and others which are not

specifically mentioned may adversely affect the financial performance or operations of the

Operating Company, and therefore, in turn the Company. Please also refer to Section 4.2

(Risk Profile) of the Technical Report for risks relating to the Project.
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10. SERVICE CONTRACTS

As at the Latest Practicable Date, no person is proposed to be appointed as a Director of

the Company in connection with the Proposed Acquisition.

11. MINIMUM TRADING PRICE (“MTP”) ENTRY CRITERION

11.1 Our Company has been placed on the watch-list due to the MTP Entry Criterion from

5 December 2017. The Company must take active steps to meet the requirements of

Listing Rule 1314(2) of the Listing Manual within 36 months from 5 December 2017, failing

which the SGX-ST would delist the Company or suspend trading in the Company’s shares

with a view to delisting the Company. Our Board has been reviewing several options to

meet the MTP criterion, including:

(a) undertaking a share consolidation exercise;

(b) improving the Company’s financial position as our current projects (which are in its

initial stages) reach revenue-generating levels, thereby improving the share price of

the Company; or

(c) transferring its listing to the Catalist board of the SGX-ST.

12. DIRECTORS’ RECOMMENDATIONS

Having considered the terms of and the rationale for the Proposed Acquisition, the

financial effects of the Proposed Acquisition, and all the other relevant information set out

in the circular, the Directors are of the opinion that the Proposed Acquisition is in the best

interests of the Shareholders. Accordingly, the Directors recommend that Shareholders

vote in favour of the Proposed Acquisition Resolution set out in the Notice of EGM.

The Directors further recommend that any Shareholder who may require specific advice to

consult his or her legal, financial, tax or other professional adviser(s) immediately.

13. EXTRAORDINARY GENERAL MEETING

The EGM, the notice of which is appended to this Circular, will be held at TKP Conference

Center, 137 Cecil Street, #04-01 (Shibuya), Singapore 069537 on 30 October 2018 at

10:00 a.m., for the purpose of considering and, if thought fit, passing with or without any

modifications, the Resolutions as set out in the Notice of EGM.

14. ACTIONS TO BE TAKEN BY SHAREHOLDERS

Shareholders who are unable to attend the EGM and who wish to appoint a proxy to attend

on their behalf are requested to complete, sign and return the proxy form attached to this

Circular in accordance with the instructions printed thereon as soon as possible and, in

any event, so as to reach the registered office of the Company at 83 Clemenceau Avenue

#10-03 UE Square, Singapore 239920, not less than 48 hours before the time fixed for

holding the EGM. The completion and lodgement of the proxy form by a Shareholder will

not prevent him from attending and voting at the EGM in person if he so wishes. However,

any appointment of a proxy or proxies by such Shareholder shall be deemed to be revoked

if the Shareholder attends the EGM in person, and in such event, the Company reserves

the right to refuse to admit any person or persons appointed under the instrument of proxy,

to the EGM.
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A Depositor shall not be regarded as a member of the Company entitled to attend the EGM

and to speak and vote thereat unless his name appears on the Depository Register at least

72 hours before the EGM. Depositors who are individuals and who wish to attend the EGM

in person need not take any further action and can attend and vote at the EGM without the

lodgement of any Proxy Form.

15. DOCUMENTS AVAILABLE FOR INSPECTION

The following documents are available for inspection at the registered office of the

Company at 83 Clemenceau Avenue #10-03 UE Square, Singapore 239920, during

normal business hours for three (3) months from the date of this Circular:

(a) the First Sale and Purchase Agreement;

(b) the Second Sale and Purchase Agreement;

(c) the Addendum;

(d) the First Supplemental Agreement, Second Supplemental Agreement, Third

Supplemental Agreement and Fourth Supplemental Agreement; and

(e) the Technical Report.

16. INTEREST OF DIRECTORS AND CONTROLLING SHAREHOLDERS

16.1 None of the Directors has any interest, direct or indirect, in the Proposed Acquisition other

than their respective shareholdings in the Company. To the best information, belief and

knowledge of the Company and its Directors, no controlling shareholder of the Company

has any interest, direct or indirect, in the Proposed Acquisition, other than through their

respective shareholdings in the Company. By way of disclosure and as announced in the

relevant Announcements, Mr David Francis Rigoll, who was formerly an executive director

of the Company until his resignation on 6 March 2017, was previously a director and

shareholder of TRE AG, and a director of the Target Company; and Mr Chen Tong was

appointed as a director of the Target Company on 12 April 2017.

17. CONSENT

17.1 Behre Dolbear has given its consent to the issue of this Circular with the inclusion of the

Technical Report. As at the date of this Circular, Behre Dolbear has not withdrawn its

consent to the inclusion in this Circular of the Technical Report.

17.2 Shareholders are advised to read the Technical Report attached to this Circular as

Appendix A.

18. RESPONSIBILITY STATEMENT

18.1 The Directors collectively and individually accept full responsibility for the accuracy of the

information given in this Circular and confirm, after making all reasonable enquiries that,

to the best of their knowledge and belief, this Circular constitutes full and true disclosure

of all material facts about the Proposed Acquisition, the Company and its subsidiaries, and

the Directors are not aware of any facts the omission of which would make any statement

in this Circular misleading. The Board confirms that it will be solely responsible for

ensuring that they are acting in the best interest of the Company and its minority

shareholders.
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18.2 Where information in this Circular has been extracted from published or otherwise publicly

available sources or obtained from a named source, the sole responsibility of the Directors

has been to ensure that such information has been accurately and correctly extracted from

those sources and/or reproduced in this Circular in its proper form and context.

By Order of the Board

ISR CAPITAL LIMITED

Chen Tong

Executive Chairman
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*bulk sampling undertaken; project ready to enter pre-feasability study stage 
**application made for further three-year renewal period 
***ISR has agreement to acquire 60% of the project from REO Magnetic Pte Ltd   

Total 627.7 5.9 895 562,000 
Note: SGS October 2014 estimate; Mt = million tonnes, m = metres; ppm = parts per million 
TREO = total rare earth oxides (all lanthanide rare earth oxides plus yttrium oxide) 
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“Resources for the Tantalus Rare Earth Ionic Clay Project, Northern Madagascar - 
October 2014”
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Meas/Ind 197.7 6.5 897 575 263 170 177,400 

Total 627.7 5.9 895 574 252 156 562,000 
Note: SGS October 2014 estimate; cut-off grade 300-500ppm TREOnoCe; Mt = million tonnes, m = metres; ppm = parts per million 
TREO = total rare earth oxides, arithmetic total abundance of all lanthanide rare earth oxides plus yttrium oxide 
TREOnoCe = Total Rare Earth Oxides excluding Cerium Oxide = TREO – Ce2O3

CREO = Critical Rare Earth Oxides = Nd2O3 + Y2O3 + Eu2O3 + Tb2O3 + Dy2O3

HREO = Heavy Rare Earth Oxides = Y2O3 + Eu2O3 + Gd2O3 + Tb2O3 + Dy2O3 +Ho2O3 +Er2O3 + Tm2O3 + Yb2O3 + Lu2O3
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Average of Values 23.0 39.1 52.3 
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discounted cash flow

related transaction alternative offers 
joint venture terms, past expenditure Rules of thumb or yardstick values 

stock market valuation previous independent valuations
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Previous Transactions, Alternative Offers and Joint Venture Terms 

Comparable Transactions 

Market Valuation 

Rules of Thumb or Yardsticks 

Past Expenditure 
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Prospectivity  

Other Expert Valuations 

environmental risks -

indigenous peoples/land rights issues - 

country issues -

technical - 
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Low/Medium Risk 

Medium Risk 

Low Risk 
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Low/Medium Risk 

Medium Risk 

Low Risk 

Medium/High Risk 

Medium/High Risk 
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Low Risk 

Medium Risk 

Low Risk 

Low/Medium Risk 

Medium/High Risk 

Medium Risk 
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Note: Crustal abundances from Castor and Hedrick, 2006; oxide distribution based on Measured and Indicated Resources, cut-offs at 300 
and 500 ppm TREO depending on location, Table 1.2, SGS, 2016; per SGS usage, all oxides have been assumed to be based on REE2O3

instead of the conventional mixed oxide formulae for Pr6O11 and Tb4O7 and CeO2 for Ce4+
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Note: bold denotes the main rare earth element(s) for each specific application; source for percentages Statistica:
 production from USGS: 

https://minerals.usgs.gov/minerals/pubs/commodity/rare_earths/mcs-2016-raree.pdf , 2014 = 123,000 ton REO; 2015 = 124,000 ton REO)
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Source: (1) Institut fur Seletene Erden und Metalle,13 May 2016, http://institut-seltene-erden.org/en/current-and-historical-market-prices-
of-rare-earth-gangigsten/index.html; (2) Argus Media (with permission); (3) 99.5% min; (4) 99.99% min; (5) 99.99% China Southern, see 
Bainfo; (6) SGS 10 June 2016, p 118; (7) Bainfo Rare Earth Weekly, Apr 27, 2017, 99.9%; (8) Greenland Minerals and Energy Ltd, 25 May 
2015, based on Adamus Intelligence figures; (9) Alibaba, Ganzhou Wanfeng Advanced Materials Tech. Co. $US780-820/kg +99% 
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Meas/Ind 20472 40344 63651 7986 27006 4745 538 3760 573 3397 666 1922 280 1779 265 177383

Note: SGS October 2014/16 estimate; cut-off grade 300-500ppm TREOnoCe; t = tonnes; TREO = total rare earth oxides, arithmetic total
abundance of all lanthanide rare earth oxides plus yttrium oxide 

Meas/Ind 12128 32065 7193 6346 21351 3548 387 2738 394 2144 388 1012 127 783 103 90705

Note: SGS October 2014/16 estimate; cut-off grade 300-500ppm TREOnoCe; t = tonnes; TREO = total rare earth oxides, arithmetic total
abundance of all lanthanide rare earth oxides plus yttrium oxide 
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Conclusions 

The geology and mineralisation of the area appears to be reasonably well defined and understood.  The rare earth 
mineralisation is associated with the Ambohimirahavavy alkaline igneous complex which is enriched in REE.  While 
initial exploration was focussed on the hard rock mineralisation, it is now considered that the principal potential of 
the area relates to REE ionic clay mineralisation associated with the weathered regolith.  Extensive pitting has 
allowed the definition of pedolith and saprolith horizons; rare earth mineralisation is associated with both the upper 
lateritic clay and the lower saprolite.  The average thickness of the mineralised zone, as currently defined, is 
approximately 6.0m, but the regolith thickness intersected is partially restricted by the maximum depth of pitting 
(10m).  There is potential in some areas to extend the depth of mineralisation; there is also potential, particularly in 
the Northwest Territories, to extend and better define the mineralisation with closer spaced pitting.
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Conclusions

The geology, drilling, pitting and sampling appear to have been diligently and competently undertaken.  Sample 
preparation procedures appear appropriate, and TREM has used recognised independent and certified 
laboratories for assaying.  SRK and SGS have identified some issues with TREM’s internal QA/QC procedures, 
but overall SGS has concluded that the data is suitable for resource estimation. 
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Note: SRK 21 January 2013 estimate; zero cut-off grade; Mt = million tonnes, m = metres; ppm = parts per million, t = tonnes 
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Meas/Ind 197.7 6.5 897 575 263 170 177,400 

Total 627.7 5.9 895 574 252 156 562,000 
Note: SGS 10 June 2016 estimate; cut-off grade 300-500ppm TREOnoCe; Mt = million tonnes, m = metres; ppm = parts per million 
TREO = total rare earth oxides, arithmetic total abundance of all lanthanide rare earth oxides plus yttrium oxide 
TREOnoCe = Total Rare Earth Oxides excluding Cerium Oxide = TREO – Ce2O3

CREO = Critical Rare Earth Oxides = Nd2O3 + Y2O3 + Eu2O3 + Tb2O3 + Dy2O3

HREO = Heavy Rare Earth Oxides = Y2O3 + Eu2O3 + Gd2O3 + Tb2O3 + Dy2O3 +Ho2O3 +Er2O3 + Tm2O3 + Yb2O3 + Lu2O3
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Total 627.7 895 562,000 376.7 895 337,300 
Note: ISR interest based on Proposed Acquisition of 60% interest  

Note: SGS 2016 estimate - reported by SGS July 2017; cut off TREOnoCe; Mt = million tonnes, m = metres; ppm = parts per million

Conclusions

The resource estimation procedures appear appropriate and the work has been competently undertaken by 
recognised specialists.  SGS has reviewed the pitting, drilling, sampling, and assaying programmes and has 
concluded that the data is suitable for resource estimation. 

BDA considers that the resource figures provide a reasonable guide to the tonnage and grade of the in-situ 
Tantalus resource.  The Measured, Indicated and Inferred categorisations are considered generally 
appropriate, though BDA notes it could be argued that due to some QA/QC issues, the Measured category might 
be better classified as Indicated. 

SGS used a variable cut-off grade to reflect potential extraction costs in in-situ leach and heap leach operations.  
Further work will be required in this area as part of future pre-feasibility and feasibility studies.  BDA notes the 
deposit is relatively low grade in comparison with primary deposits of rare earths worldwide, but the grade is 
typical of ionic clay deposits currently being mined in China, and of other western deposits with similar styles of 
mineralisation.  The resource tonnage is sensitive to increases in cut-off grade; it will be important therefore to 
adopt a low-cost extraction process to maximise the potential of the resource. 
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Conclusions

The extent of any conventional mining operation will be dependent on the success of the in-situ leach operation.  
Provided satisfactory in-situ leach recoveries are achieved, it is likely that in-situ leaching will be maximised, 
given the benefit of lower operating costs.  At this stage, open pit mining (and heap leaching) is only planned for 
flat lying areas with a slope of less than 5°. 

Open pit mining operations will be relatively modest in scale, and utilise conventional mining equipment.  The 
pits are shallow, mostly above the water table, and no significant technical issues are envisaged.  Overall the 
mining operation is considered low risk. 
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Conclusions

Overall, BDA considers that the testwork undertaken to date has confirmed that the rare earth elements can be 
readily extracted from the pedolith and saprolite using appropriate eluants.  Extractions vary for the different 
REEs but for the main elements extractions range from around 70% to more than 80%.  Deleterious elements 
such as uranium and thorium are generally not extracted to a significant extent.  Column leach testwork has 
tested the likely parameters for heap leaching and initial results appear generally favourable.  A large bulk 
sample has been mined and stockpiled on site for a trial heap leach test.  An area of ground has also been 
selected for a trial in-situ leach test.  However, to date, no on-site trials have been undertaken.  In BDA’s 
opinion, such trials are likely to be an important component in moving the project forward to a feasibility study 
stage and possible development decision. 
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Conclusions

Access to the project area is reasonable.  Overall infrastructure requirements are relatively modest, and while 
no detailed infrastructure study has been undertaken, provision of adequate access roads, transport, power, 
water, and accommodation are not expected to present any significant technical difficulty.
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Conclusions

BDA has not undertaken any legal due diligence on ownership, tenement or licensing issues and has relied on 
information and documentation provided by TREM and ISR’s lawyers in Madagascar, Lexel Juridique and 
Fiscal.  The current status of the licence renewal is of concern, but delays in ministerial sign off of renewal 
applications do not appear to be unusual; the previous renewal took 12 months for ministerial approval.   

Operations to date appear to have been undertaken in accordance with environmental and community 
requirements.  However, the next phase of site investigation (trial heap leach and in-situ leach) will require 
specific environmental impact assessments.  International environmental consulting firms have been engaged to 
undertake this work. 

BDA is not aware of any environmental or community issues which would impact on the renewal of the PR for a 
further three years, or the eventual grant of a PE (mining) licence, but a detailed environmental assessment will 
be required, particularly to cover any concerns regarding the environmental impact of in-situ leaching, should 
this be the chosen extraction method. 
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Conclusions

The project is still at an exploration and process testing phase, and no feasibility study or production plans have 
yet been prepared.  However, the concepts of in-situ leaching and/or heap leaching/vat leaching appear 
appropriate, as does the production of a mixed rare earth concentrate for sale.  An initial production scale of 
10,000t of contained rare earths appears reasonable.  Based on the testwork to date, the concentrate is likely to 
contain a significant proportion of the more valuable HREEs with low U and Th values, and should be readily 
saleable. 
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Conclusions

Given that the project is still at an exploration and trial processing stage and that no feasibility study has been 
undertaken, it is premature to speculate on the likely capital and operating costs.  However, given the shallow 
nature of the deposit, the ionic clay bonding of the rare earths, and the proposed in-situ leaching and/or heap 
leaching extraction method proposed, it is reasonable to conclude that the capital and operating costs of any 
future project development are likely to be competitive with most other new proposed rare earth development 
projects and significantly less than most proposed hard rock projects. 
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Conclusions

Further project development awaits completion of the ownership and financing issues.  Application has been 
made for renewal of the exploration licence; this will be the final three-year renewal period allowed prior to 
conversion to a mining licence.  The renewal application awaits ministerial approval and sign off. 

An area has been selected for a pilot scale in-situ leach trial, and a 1,000t bulk sample has been extracted from 
an area near Betaimboay village for a heap leach trial.  Both these programmes require specific environmental 
approvals and the completion of environmental impact assessment studies. 

During the final three-year renewal phase of the licence, it will be necessary to complete the metallurgical and 
process testwork and to complete a feasibility study and project environmental impact study to provide the basis 
for the application for a mining exploitation licence. 
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Note: *Project valuation is based on value implied by transaction less any cash holding to give an implied enterprise value; Exchange Rates 
applied A$:US$ 0.75; Yardsticks based on implied project value per tonne of contained TREO in resource 

111



BEHRE DOLBEAR 

Note: *Market capitalisation has been reduced by cash holdings to give an adjusted Enterprise Value (“EV”); Enterprise Value for Ngualla 
project has been adjusted further as Peak holds only 75%; Exchange Rates applied A$:US$ 0.75; Yardsticks based on adjusted enterprise
value; NA = not available 
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“in ground (in-
situ) values must not be reported in a public report; …. this approach ignores appropriate Modifying Factors 
…. and is a misleading statement”.

“a willing buyer and a willing seller in an arm’s length transaction … where each 
party acted knowledgeably, prudently and without compulsion”.  
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Average of Values 23.0 39.1 52.3 
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Report Prepared by Dr P Hellman and Mr M Hancock  

Prepared by Behre Dolbear Australia Pty Limited 

Level 9, 80 Mount Street 

North Sydney, NSW 2060, Australia 

Tel 612 9954 4988; Fax 612 9929 2549 
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APPENDIX B

ISR CAPITAL LIMITED
(INCORPORATED IN THE REPUBLIC OF SINGAPORE)

(COMPANY REGISTRATION NUMBER: 200104762G)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an EXTRAORDINARY GENERAL MEETING (“EGM”) of
ISR Capital Limited (the “Company”) will be held at TKP Conference Center, 137 Cecil Street,
#04-01 (Shibuya), Singapore 069537 on 30 October 2018 at 10:00 a.m. for the purpose of
considering and, if thought fit, passing with or without any modifications, the following resolutions,
which will be proposed as Ordinary Resolutions:

Unless otherwise defined, all capitalised terms used herein shall have the same meanings

ascribed to them in the Circular to Shareholders of the Company dated 15 October 2018.

ORDINARY RESOLUTIONS

ORDINARY RESOLUTION 1: THE PROPOSED ACQUISITION OF 60% SHAREHOLDING
INTEREST HELD BY REO MAGNETIC PTE. LTD. IN TANTALUM HOLDING (MAURITIUS) LTD
FOR A CONSIDERATION OF S$2,989,029 TO BE SATISFIED THROUGH THE ISSUANCE OF
SHARES REPRESENTING 29% OF THE TOTAL ISSUED SHARE CAPITAL OF THE COMPANY
AS AT ALA LPD

THAT:

(a) subject to and contingent upon the passing of Ordinary Resolutions 2, 3 and 4, approval be
and is hereby given for the Proposed Acquisition (i.e. the acquisition of such number of
shares representing 60% of the issued and paid-up share capital of Tantalum Holding
(Mauritius) Ltd (the “Target Company”) from REO Magnetic Pte. Ltd. (the “Vendor”), upon
the terms and conditions of the First Sale and Purchase Agreement and the Second Sale and
Purchase Agreement as amended by the Addendum and the First, Second, Third and Fourth
Supplemental Agreements (the “Sale and Purchase Agreements”) entered into between the
Company and the Vendor (the “Proposed Acquisition”); and

(b) the Directors and each of them be and is hereby authorised to complete and to do all acts
and things as they or each of them deem desirable, necessary or expedient for the purposes
of or in connection with the Proposed Acquisition and to give effect to this resolution
(including any amendment to either of the Sale and Purchase Agreements, execution of any
other agreements or documents and procurement of third-party consents) as they or each of
them shall think fit and in the interests of the Company.

ORDINARY RESOLUTION 2: THE PROPOSED ISSUE AND ALLOTMENT OF 747,257,307 NEW
ORDINARY SHARES AT AN ISSUE PRICE EACH OF S$0.004 IN PAYMENT OF THE
CONSIDERATION

THAT:

(a) subject to and contingent upon the passing of Ordinary Resolutions 1 and 3, approval be and
is hereby given to the Directors to allot and issue 747,257,307 ordinary shares in the share
capital of the Company (i.e. the Consideration Shares) to the Vendor, representing
approximately 29% of the total issued share capital of the Company as at ALA LPD, at an
issue price of S$0.004 per Consideration Share, as payment for the Proposed Acquisition,
subject to and otherwise in accordance with the terms and conditions of the Sale and
Purchase Agreements, whereby such Consideration Shares shall rank pari passu in all
respects with the then existing shares of the Company except for any dividend, rights,
allotment or other distributions the record date for which is prior to the issue of the
Consideration Shares; and
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(b) the Directors and each of them be and are hereby authorised and empowered to exercise

such discretion to complete and do all such acts and things, including without limitation, to

sign, seal, execute and deliver all such documents and deeds, and to approve any

amendment, alteration or modification to any document, as they or he may consider

necessary, desirable or expedient or in the interest of the Company to give effect to these

Resolutions.

ORDINARY RESOLUTION 3: THE PROPOSED TRANSFER OF CONTROLLING INTEREST TO

REO MAGNETIC PTE. LTD. ARISING FROM THE SHARE ISSUE

THAT:

(a) subject to and contingent upon the passing of Ordinary Resolutions 1 and 2, approval be and

is hereby given to the Directors to issue the Consideration Shares that could potentially

result in the transfer of a controlling interest of the Company to the Vendor; and

(b) the Directors and each of them be and are hereby authorised and empowered to exercise

such discretion to complete and do all such acts and things, including without limitation, to

sign, seal, execute and deliver all such documents and deeds, and to approve any

amendment, alteration or modification to any document, as they or he may consider

necessary, desirable or expedient or in the interest of the Company to give effect to these

Resolutions.

ORDINARY RESOLUTION 4: THE PROPOSED DIVERSIFICATION OF THE BUSINESS SCOPE

OF THE GROUP TO INCLUDE (I) THE OWNERSHIP, OPERATION, MANAGEMENT AND

PRODUCTION OF A RARE EARTH OXIDES MINE IN MADAGASCAR; (II) THE SALE AND

DISTRIBUTION OF THE RARE EARTH OXIDES; AND (III) PROVISION OF TECHNICAL

SUPPORT AND SERVICES RELATING TO RARE EARTH OXIDES MINING.

THAT:

(a) subject to and contingent upon the passing of Ordinary Resolutions 1, 2 and 3 above,

approval be and is hereby given to the Directors to direct and cause the Company and its

Subsidiaries (the “Group”) to enter into the business of and undertake the following business

activities:

(i) the ownership, operation, management and production of a rare earth oxides mine in

Madagascar;

(ii) the sale and distribution of the rare earth oxides; and

(iii) provision of technical support and services relating to rare earth oxides mining.

BY ORDER OF THE BOARD

ISR CAPITAL LIMITED

Chen Tong

Executive Chairman

15 October 2018
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Notes:

a. A member of the Company entitled to attend and vote at the EGM is entitled to appoint not more than two proxies to

attend and vote in his stead. A proxy need not be a member of the Company.

b. The instrument appointing a proxy or proxies must be deposited at the registered office of the Company at

83 Clemenceau Avenue, #10-03 UE Square, Singapore 239920, not less than forty-eight (48) hours before the time

appointed for the holding the EGM or any postponement or adjournment thereof.

PERSONAL DATA PRIVACY

By submitting an instrument appointing a proxy(ies) and/or representative(s) to attend, speak and vote at the Extraordinary

General Meeting and/or any adjournment thereof, a member of the Company (i) consents to the collection, use and

disclosure of the member’s personal data by the Company (or its agents) for the purpose of the processing and

administration by the Company (or its agents) of proxies and representatives appointed for the Extraordinary General

Meeting (including any adjournment thereof) and the preparation and compilation of the attendance lists, minutes and

other documents relating to the Extraordinary General Meeting (including any adjournment thereof), and in order for the

Company (or its agents) to comply with any applicable laws, listing rules, regulations and/or guidelines (collectively, the

“Purposes”), (ii) warrants that where the member discloses the personal data of the member’s proxy(ies) and/or

representative(s) to the Company (or its agents), the member has obtained the prior consent of such proxy(ies) and/or

representative(s) for the collection, use and disclosure by the Company (or its agents) of the personal data of such

proxy(ies) and/or representative(s) for the Purposes, and (iii) agrees that the member will indemnify the Company in

respect of any penalties, liabilities, claims, demands, losses and damages as a result of the member’s breach of warranty.
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ISR CAPITAL LIMITED
(Incorporated in the Republic of Singapore)

(Company Registration Number: 200104762G)

PROXY FORM

IMPORTANT:

1. Pursuant to Section 181 (1C) of the Companies Act,
Chapter 50 of Singapore, Relevant Intermediaries may
appoint more than two proxies to attend, speak and
vote at the Extraordinary General Meeting.

2. This Proxy Form is not valid for use by CPF Investors
and shall be ineffective for all intents and purposes if
used or purported to be used by them.

3. CPF Investors are requested to contact their respective
Agent Banks for any queries they may have with regard
to their appointment as proxies.

Personal Data Privacy

By submitting an instrument appointing a proxy(ies) and/or
representative(s), the member accepts and agree to the
personal data privacy terms set out in the Notice of
Extraordinary General Meeting dated 15 October 2018.

I/We (Name), NRIC/Passport No.

Of (Address)

being a member/members of ISR CAPITAL LIMITED (the “Company”) hereby appoint:

Name Address NRIC/Passport No.

Proportion of

Shareholding (%)

and/or (delete as appropriate)

Name Address NRIC/Passport No.

Proportion of

Shareholding (%)

or failing him/her/them, the Chairman of the Extraordinary General Meeting of the Company (the “Meeting”),

as my/our proxy/proxies to attend and to vote for me/us on my/our behalf and, at the Meeting to be held at

TKP Conference Center, 137 Cecil Street, #04-01 (Shibuya), Singapore 069537 on 30 October 2018 at 10:00

a.m. and at any adjournment thereof. I/We direct my/our proxy/proxies to vote for or against the Ordinary

Resolutions to be proposed at the Meeting as indicated hereunder. If no specific direction as to voting is

given, the proxy/proxies will vote or abstain from voting at his/her/their discretion, as he/she/they will on any

other matter arising at the Meeting.

No. ORDINARY RESOLUTIONS FOR* AGAINST*

1. To approve the Proposed Acquisition

2. To approve the Proposed Issue and Allotment of Consideration

Shares

3. To approve the Proposed Transfer of Controlling Interest

4. To approve the Proposed Diversification of the Business Scope of

the Group

* If you wish to exercise all your votes “For” or “Against”, please indicate with an “x” within the box

provided. Alternatively, please indicate the number of votes as appropriate.

Dated this day of 2018

Total Number of Shares Held

CDP register Register of Members

Signature(s) of Member(s) or

Common Seal of Corporate Member

IMPORTANT: PLEASE READ NOTES OVERLEAF BEFORE COMPLETING THIS PROXY FORM.
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Notes:

1. A member (other than a Relevant Intermediary*) entitled to attend and vote at the Meeting is entitled to appoint not

more than two proxies to attend and vote in his stead. A proxy need not be a member of the Company.

2. Where a member appoints more than one proxy, the appointments shall be invalid unless he specifies the proportion

of his shareholding (expressed as a percentage of the whole) to be represented by each proxy, failing which the

nomination shall be deemed to be alternative.

3. A member of the Company having a share capital who is a Relevant Intermediary may appoint more than two proxies,

but each proxy must be appointed to exercise the rights attached to a different share or shares held by him (which

number and class of shares shall be specified). In such event, the Relevant Intermediary shall submit a list of its

proxies together with the information required in this form of proxy to the Company.

“Relevant Intermediary” has the meaning ascribed to it in Section 181 of the Companies Act, Chapter 50 of

Singapore.

4. A member should insert the total number of shares held. If the member has shares entered against his name in the

Depository Register (as defined in Section 81SF of the Securities and Futures Act (Cap. 289) of Singapore), he should

insert that number of shares. If the member has shares registered in his name in the Register of Members of the

Company, he should insert that number of shares. If the member has shares entered against his name in the

Depository Register and registered in his name in the Register of Members, he should insert the aggregate number

of shares. If no number is inserted, the instrument appointing a proxy or proxies will be deemed to relate to all shares

held by the member.

5. The instrument appointing a proxy or proxies must be deposited at the registered office of the Company located at

83 Clemenceau Avenue, #10-03 UE Square, Singapore 239920, not less than forty-eight (48) hours before the time

appointed for the holding of the Meeting or any postponement or adjournment thereof.

6. The instrument appointing a proxy or proxies must be under the hand of the appointor or of his attorney duly

authorised in writing. Where the instrument appointing a proxy or proxies is executed by a corporation, it must be

executed either under its common seal or under the hand of its attorney or a duly authorised officer.

7. Where an instrument appointing a proxy or proxies is signed on behalf of the appointor by an attorney, the letter or

power of attorney or a duly certified true copy thereof must (failing previous registration with the Company) be lodged

with the instrument of proxy, failing which the instrument may be treated as invalid.

8. An investor who holds shares under the Central Provident Fund Investment Scheme (“CPF Investor”) and/or the

Supplementary Retirement Scheme (“SRS Investor”) (as may be applicable) may attend and cast his vote(s) at the

Meeting in person. CPF and SRS Investors who are unable to attend the Meeting but would like to vote, may inform

their CPF and/or SRS Approved Nominees to appoint the Chairman of the Meeting to act as their proxy, in which case,

the CPF and SRS Investors shall be precluded from attending the Meeting.

General:

The Company shall be entitled to reject the instrument appointing a proxy or proxies, if it is incomplete, improperly

completed, illegible or where the true intentions of the appointor are not ascertainable from the instructions of the appointor

specified in the instrument appointing a proxy or proxies. In addition, in the case of shares entered in the Depository

Register, the Company may reject any instrument appointing a proxy or proxies if the member, being the appointor, is not

shown to have shares entered against his name in the Depository Register as at 72 hours before the time appointed for

holding the Meeting, as certified by the Central Depository (Pte) Limited to the Company.






