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DISCLAIMER

The views expressed here contain information derived from publicly available sources that 
have not been independently verified. No representation or warranty is made as to the 
accuracy, completeness or reliability of the information. Any forward looking information in 
this presentation has been prepared on the basis of a number of assumptions which may 
prove to be incorrect. This presentation should not be relied upon as a recommendation or 
forecast by Banpu plc. Nothing in this release should be construed as either an offer to sell 
or a solicitation of an offer to buy or sell shares in any jurisdiction.
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1. Transaction summary

Somruedee Somphong
Chief Financial Officer
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Transaction summary 

BPOD
Mauritius

100%

ASIAN AMERICAN COAL INC
BVI

88 Mt

147 Mt
Resources

SHANXI

BANPU
PLC

From 21.6% to 100%

‘GAOHE’
SGEC JV

CHINA

‘DANING’
SAADEC JV

CHINA

45% 56%

100%

AACI SAADEC (HK)
Holding Ltd

Reserves
191 Mt

312 Mt
Resources

SHANXI

Reserves

ROM 
production 

target 4mtpa

ROM 
production 

target  
6mtpa by 

2013

Lu’an
55% Lanhua

36%

SCTSC
8%

Approx. $420m (June 2008)

78.4% shareholding

Two private equity 
funds hold 44%

Others (mainly US 
LCs, LLCs and 
individuals) own 35%

Banpu is increasing its 
shareholding in AACI to 
100% (from 21.6%).

Banpu will pay 
approximately $420m in 
cash via BPOD using 
debt finance.

Shanxi Lanhua Sci-
Tech Venture Co 

Shanxi Lu’an Group

Note: Reserves and resources figures are based on the reports done by Marshall, Miller and 
Associates. Reserves and resources figures are to be reviewed after this acquisition.

Shanxi Coal 
Transportation & Sales 
Co – Jincheng Branch
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Transaction rationale 

1991 
Banpu first 

presence

1998 
Jorong first 

output

2001/2
Indocoal

acquisition

2004/5        
Bharinto

acquisition / 
Trubaindo first 

output

BANPU’S 
INDONESIA STORY

2003-04 
AACI 21.6%

2007        
IPO on 

JSX

 
c.$4bn      

market 
capitalization  

(May 2008)

2005 
Hebi ZTM 40%, 

Daning first output

2006 
Peak Pacific 

acquisition

Size of bubbles indicative of 
cumulative value of all Banpu 

assets in the country

2008 
AACI +78.4%

AACI TRANSACTION RATIONALE

Establishes critical mass and asset diversity 
to Banpu’s China strategy providing firmer 
foothold in China

Adds 107Mt equity reserves in China and 
diversifies Banpu’s reserve and asset base

Opportunity to obtain majority control of 
large quality mine in China built/operated to 
US standards (Daning 4Mtpa)

Opportunity to develop other projects and 
relationships with local stakeholders

Banpu familiar with both main assets (since 
2003); better able to understand value-
creation potential

BANPU’S 
CHINA STORY

THE BIG 
STEP IN 

INDONESIA

THE BIG 
STEP IN 
CHINA



AACI milestones

AACI established 
(1999)

AACI invests 56% 
in Daning (2000)

AACI JV contract 
with Lu’an

Banpu acquires 100% 
control of AACI

Banpu invests in 
AACI 

2003 2004 2005 2006 2007 2008 2009 2010-20131999 - 2002

Commences 
construction (2000)

Trial 
production

Longwall
commissioned

Production 
licenses issued

Rail spur 
commissioned 

Commission CMM 
power plant  (2010)

Commenced underground 
development

Business licenses 
issued

First longwall coal 
(early 2010)

Full production 
(2013)

CORPORATE

DANING

GAOHE
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2. Asset focus

Nipon Amorntheparaksa
Head of China Coal
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Location of Daning and Gaohe

LUANNAN
100MW
Hebei

ZOUPING (70%)
100MW
Shandong

ZHENGDING
48MW
Shandong

HEBI (40%)
1.5mtpa
HenanDANING (56%)

4mtpa
Shanxi

GAOHE (45%)
6mtpa (COD 2010)
Shanxi

BANPU CHINA OPERATIONS & PROJECTS 

Operation

Operation
Project

POWER

COAL
Ownership 100% unless indicated otherwise

GAOHE

DANING
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Daning introduction

Thermal and lump coal production. Grades 
ranging from CV 5600 – 6900 kcal/kg 

Underground longwall operation with 
design capacity for 5.0mtpa (licensed for 
4.0mtpa)

Rail spur due for completion in 2008

Total project investment RMB 1.5bn, debt 
to equity 65:35

1Q 2Q 3Q

0.90.6

4Q

1.32007

0.52008f 3.8 Mt

3.1 Mt

DANING ROM PRODUCTION ANALYSIS

COMMENTS

ASP  295 333 383 426

ASP  450

0.8

RMB/t
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Daning surface facilities

Rail LoadoutProduct Silos
13,000 tonnes

Preparation Plant
• Current 932 tph (4 Mtpa)
• Being expanded to 1,200tph

Shop FacilityAdministration Building

Raw Coal Storage 
250,000 tonnes



12

Daning underground facilities

Surface installation

Underground  installation

Mining components and expertise from

Shield: DBT (Germany)

Shearer: Joy (USA)

AFC: LW Associates (England)

Conveyor belts: DBT (Germany)

Electrical system (Australia)

Underground installation: DBT 
(Germany)



Daning coal production process

5.ROM COAL 
STOCKPILES6. CHPP

4. LONGWALL
PRODUCTION

3. LW PANEL
DEVELOPMENT

1. DEGAS
OPERATIONS

7. PRODUCT 
SILOS8. TRANSPORT

TO 
CUSTOMERS

2. MAIN ROADWAY
DEVELOPMENT

Longwall mines are single 
face, serial production 
operations

Achieving design output is 
dependent on effectively 
managing several 
interrelated activities and 
minimizing interruptions 
from external factors 
(capacity constraints, 
panel geometry, geology, 
equipment reliability)



Seam thickness (meters)

0.0 - 2.0
2.0 - 3.0
3.0 - 4.0
4.0 - 5.0
5.0 - 6.0
6.0 - 7.0
7.0 - 8.0

Source: Company data March 2008

Luweihe river 

Current underground 
mining area 

Aerial overview of Daning coal seam thickness 

3km
N

Neighbouring
mines 

4-5m

3-4m

0-2m

5-6m

6-7m

Coal seam analysis utilises:

2D and 3D seismic analysis

Borehole data

Planning software which 
measures

Seam thickness

Seam quality

Gas content

Structure



Daning health and safety 

Compulsory safety education 
and training centre

Industrial disease control 
centre and full-time rescue 
team  

Team and crew management 

Strict safety targets and 
evaluations

Severe punishment for safety 
infringements

KEY SAFETY METRICS

Fatalities 

Injury causing accidents

Non injury causing 
accidents 

Lost production time from 
accidents

RESULTS (2007)

0

3
(no severe accidents)

20

<5%
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6Mtpa ROM capacity mine, selling to 
Chinese utilities and steel mills

First output 2010 – full capacity output by 
2013

Total project investment RMB 3.15bn* 
($455m). Approx. 1/3 incurred to date

Target 65:35 debt to equity

2013e 6.0 Mt

GAOHE PRODUCTION PLAN

COMMENTS

Administration building

Finished coal silos

Total capacity 4x8,000 tonnes

Gaohe introduction 

2010e 3.0 Mt

* Exclude mining license
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Staff 
quarters Administration 

building

Raw coal silos Auxiliary shaft 
and  headframe

Total capacity  6x10,0000 tonnes

Gaohe site photos
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3. Sales and marketing

Nipon Amorntheparaksa
Head of China Coal
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Main product specifications 

* Conceptual product mix and yield in full production. All values are Air Dried (AD)

Gross Calorific 
Value (kcal) Total Sulphur Total Moisture Ash

5600 8000 0% 0.4% 5% 12% 10% 21% 

Thermal
54%

PCI
37%

Lump
2%

D
A
N
I
N
G

G
A
O
H
E

ROM 
PRODUCTION SALES

18% loss 
through 
washing

14% loss 
through 
washing

Thermal
60%

PCI 
37%

Lump
46%

6900 0.3% 5% 14%

5600 - 5700 0.34% 8% 21%

Fertilizer plants

Power plants

7100 0.2 – 0.3% 6% 13-15%

7500-8000 0.2 – 0.3% 12% 10%

6500-7000 12% 18-19%0.2 – 0.3%

Fertilizer plants

Power plants

Steel mills



20

Daning sales

Power – via truck

Fertilizer – via rail
Fertilizer – via truck

Shandong

Hebei
Shanxi

Henan

Anhui

Shaanxi

Beijing

500km

Yipco
(0.6mtpa)

Mine

Buyers include power plants, steel mills 
and fertilizer producers

The top three power customers purchase 
65% of total thermal production

Fertilizer purchases of lump coal are more 
fragmented 

All sales are made ex-mine 

Completion of rail spur will allow loading 
of coal onto rail at the mine

Henan 
Lantian

(0.2mtpa)
Anhui 
Guangyang
(0.05mtpa)

1.2

1.2

0.8

1.1

1.8 1.4

2005

2006

2007

2008e

Thermal Lump

0.3 0.2
0.5

2.0

2.3

3.2
Sales (Mt)
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Pricing environment (1)

0

20

40

60

80

100

120

140

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

US$/t

Daning 5600 - 5700 kcal (ex-mine)

Datong 6000 kcal (ex-mine)

SX Coal Index: Datong 6000 
kcal Qinhuangdao (FOB)

BJI 6700 kcal (FOB)Pricing for coal in China tends to reflect local 
market conditions and constraints. AACI prices 
lower than QHD due to being ex-mine.

2007 2008

Source: www.sxcoal.com, Banpu estimates. Datong prices reflect local comparisons

Chinese coal prices are converted into USD using historical FX rates



22

Pricing environment (2)

0

100

200

300

400

500

600

700

800

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

RMB/t

Daning 5600 - 5700 kcal thermal

Daning 6900 kcal large lump

Lump coal has 
achieved a RMB260-
300/t premium over 
thermal in the past year

2007 2008



*Billion Tonnes of resources 
Source: International Energy Agency 2007, company data

0 – 1 Bn t*

1 – 10 Bn t

10 – 50 Bn t

50 – 100 Bn t

100– 250 Bn t

Shanxi

Shaanxi

Inner Mongolia

Distribution of coal resources in China 

Xinjiang
China’s coal deposits are 
concentrated in the northern 
and northwestern parts of 
the country. 

China has 1.03 trillion tonnes
of coal resources, third 
largest in the world after 
USA and Russia

Shanxi, the largest producing 
province, contributes 25% of 
the nation's total production

Both Daning and Gaohe
mines are located in the 
south-east corner of Shanxi 
province

Sichuan



China coal industry (2007)

Source: Chinese National Bureau of Statistics 
(2007), China market intelligence 

Coal accounts for nearly 70% of 
China’s energy mix

Largest coal producers are:

Shenhua (149 Mtpa)

China coal (72 Mtpa)

Shanxi coking coal (61 Mtpa)

Datong coal (57 Mtpa)

Heilongjiang Longmei (48Mtpa)

Yanzhou (40Mtpa)

China is now a net importer of coal. 
Net export 2007 was 2Mt, mainly to 
Japan and Korea

Vietnam and Indonesia provide 76% 
of imports to China

2,520 Mt

2,510 Mt

Production

Consumption

c. 350MtAsia-Pacific 
seaborne trade



Chinese coal demand by key industries

Source: 11th five-year plan for Chinese coal industry, Company data, 
Center for Strategic and International Studies (2025 data)
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2,300
2,510 2,700

2,880
3,100

3,260
3,440

3,630

0

500

1,000
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20
06

20
07

20
08

F
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F
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F
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F

20
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F

20
13

F

Mt

Power

Steel

Building material

Chemical
Others

CAGR 6.0%
(2008 – 2025)

20
25

F
8,040Demand is expected to triple between 2008 to 2025
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4. Financial review 

Somruedee Somphong
Chief Financial Officer
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Revenue COGS SG&A Int. expense Int.income Taxes Net income

Daning
contribution 
(56%)
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AACI 2007 financial breakdown

Unit: USD m Gaohe
contribution 
(45%)

AACI overhead 
expenses 
(including $8m 
non-recurring 
CBM expenses)

66

9

Note: Financial statement of AACI is prepared under the International Financial Reporting Standard (IFRS)
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Daning historical revenue and EBITDA margin

ASP increases to $69/t 
sold during 4M08*

EBITDA margin decreases 
slightly as a result of longwall
move in Mar

Unit: USD / t sold

51% EBITDA margin

Revenue

55%

23%

Not yet in full 
production 

First 
production in 
2H06

* For the 4 month period during Jan – Apr 08

EBITDA



Daning EBITDA

2006 Revenue COGS SG&A Others 2007

16

+ 48 - 1 - 1 + 2 64

Full year operation –
coal sales increase 
from 1Mt to 2.3Mt / 

ASP increases from 
RMB286/t to 

RMB371/t

Unit: USD m
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Daning cost structure (2007)

Cash costs per tonne

Underground Washing Depreciation SG&ATaxes and 
provisions

SG&A
G&A Selling

Costs of goods sold

Longwall
mining

Developing 
panel

Engineering, 
maintenance, 
ventilation

Power for 
operations

Washing

Government 
levies on 
tonnage sold

Annual safety and 
maintenance provisions

Depreciation

100%



0

500

1,000

1,500

2,000

2,500

Spent 2008-2010

Others

Surface 
work

• CHPP
• Railspur

Unit: RMB m

Underground 
work

Gaohe development capital expenditure*

* Exclude mining license fee
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5. Strategic considerations 

Somruedee Somphong
Chief Financial Officer
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Key risk factors

1. Daning

• High gas mine

• Further geological 
exploration required 
for western section of 
mine

• Delays in rail spur 
completion

2. Gaohe

• General project 
delays and cost 
over runs

• High gas mine

3. External

• Coal prices

• Regulatory risks

• Price controls

• Taxes

• Licenses

• Safety compliance 
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Funding for acquisition

• The total consideration approximately $420m, 
equivalent to approx. Bt 13.8 billion 

• Sources of fund for acquisition will be from bank loans 

• Further capital expenditure for Gaohe development will 
be mostly from project financing

• Banpu net D/E following acquisition will be 
approximately 0.42 



Transaction impact on Banpu value structure

Indonesia

Thailand/Laos

China

BANPU EQUITY 
COAL RESERVES*

Coal
(domestic)

Coal
(export)

Power

ENTERPRISE VALUE (PRE-ACQUISITION)

60%

30%<5%

<5%

Coal
(export)

Coal
(domestic)

Power

ENTERPRISE VALUE (POST ACQUISITION)

50%

25%<5%

20% <5%

ILLUSTRATIVE 

ONLY

Daning:
Gaohe:
Hebi:
ITM:
TOTAL:

10 Mt
18 Mt
13 Mt

233 Mt
274 Mt

49 Mt
86 Mt
13 Mt
233Mt

381 Mt

*Equity reserves are approximate values taking into account 2008 production to date. Does not 
include Thai mines which account for less that 0.5mt and are scheduled to be closed 

107 Mt 
increase 
in China

<5%
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APPENDICES
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Note: 1 Under US GAAP
2  Under IFRS

AACI financial summary

Unit: USD million 20051 20062 20072

Revenue - 37.8 66.1
EBITDA (13.8) (8.7) 18.6
Net profit (loss) (13.9) (14.3) 8.9

Total assets 130.1 209.6 264.5
Net debt (68.9) 16.0 55.7
Total debt 2.1 86.3 127.1
Total equity 128 123.3 137.3
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Note: All financial is based on IFRS

Daning financial summary

Unit: USD million 2005 2006 2007

Revenue n.a. 67.6 115.2
EBITDA n.a. 15.7 64.5
Net profit (loss) n.a. (2.0) 41.8

Total assets n.a. 204.5 276.8
Net debt n.a. 131.3 111.5
Total debt n.a. 169.4 196.1
Total equity n.a. 35.1 80.7
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Gaohe financial summary

Unit: USD million 2005 2006* 2007*

Revenue n.a. - 3.5
EBITDA n.a. 1.8 0.1
Net profit (loss) n.a. (0.3) (0.8)

Total assets n.a. 65.2 138.8
Net debt n.a. (20.3) 37.6
Total debt n.a. 35.1 78.8
Total equity n.a. 30.1 60.0

Note: All financial is based on IFRS
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