Chapter 1 Archipelago Resources - Meares Soputan Mining
1.1 Short profile of Archipelago Resources

Archipelago Resources Plc. is a small Australian mining company established in April 2002, with headquarters in Perth. The company is listed on the Alternative Investment Market (AIM) of the London Stock Exchange since September 2003. As the company has no operations yet, the company had no turnover in 2005 and realised a net loss of US$ 1.0 million.

The main activity of Archipelago Resources is the development of the Toka Tindung Gold project in Indonesia, but the company also has exploration interests in Vietnam and the Philippines. 

1.2 Archipelago Resources in Indonesia

Archipelago Resources owns 85% of PT Meares Soputan Mining, which is developing the Toka Tindung Gold project in North Sulawesi province. This concession area contains gold and silver deposits with a total volume of at least 1.75 million ounces of gold equivalent. The company aims to mine 900,000 ounces by developing six open pits operations. Archipelago Resources plans an average annual production rate of 160,000 ounces of gold for a period of six years and hopes to find new deposits which could extend the project life. Production is scheduled to start in the third quarter of 2007. 

Archipelago Resources acquired the 85% shareholding in PT Meares Soputan Mining in July 2002 from the Australian company Aurora Gold, which has started working on the project in 1998 and had already invested US$ 78 million in the project. The other 15% of the project is owned by the of the late Mr. Julius Tahija (see also paragraph Error! Reference source not found.). 

Archipelago Resources has awarded the mining contract to the Leighton Group, Australasia’s largest project development and contracting company. To save costs and time, the company has acquired the core components of a complete gold processing plant from Barrick Gold’s El Tambo mine in Chile for £ 5.0 million (US$ 8.9 million). The equipment has been dismantled and is now being shipped to Indonesia.

In March 2006 the company secured a loan of US$ 38.5 million and a US$ 4.0 million cost overrun facility. In April 2006 the company raised £ 15.9 million (US$ 26.6 million) by placing 37.8 million new shares. Together, these funds are sufficient for the development of the Toka Tindung project, which is now planned to start production in the first half of 2007.

1.3 Financial institutions financing Archipelago Resources

1.3.1 Financing structure

At the end of 2005, Archipelago Resources owned assets with a total value of US$ 33.1 million. These assets were being financed by the following financial stakeholders:

Shareholders
US$ 31.1 million
94%

Trading partners
US$ 2.0 million
6%

Others
US$ 0.0 million
0%

Clearly the shareholders are the most important financial stakeholders of the company, financing 94% of its total assets. But this situation will change considerably when the company will use its loan of US$ 38.5 million from a group of international banks (see paragraph 1.3.3). Banks will then finance a very significant share of its total assets.

In the following paragraphs we will discuss the information found on financial institutions involved in financing Archipelago Resources and in supplying financial services to the company.

1.3.2 Shareholders

At this moment the main shareholders of Archipelago Resources are:

Ocean Resources Capital Holdings
United Kingdom
24.3% 

Company directors

16.3%

Goldman Sachs & Co.
United States
7.9%

Prudential Financial
United States
5.9%
The following financial institutions were significant shareholders at the end of 2005, but it is unclear if they are still owning shares of the company:

RAB Capital
United Kingdom


Investors Group
Canada


Wexford Capital
United States


JP Morgan Chase & Co.
United States


BlackRock
United States


The most important shareholder of Archipelago Resources is Ocean Resources Capital Holdings, a British mining finance house. This company is itself being owned by a number of major financial institutions:

QVT Financial
United States
19.07%

Millennium Partners
United States
13.87%

Man Financial
United Kingdom
11.73%

Citigroup
United States
10.56%

Société Générale
France
8.39%

Deutsche Bank
Germany
4.71%

Lehman Brothers
United States
3.58%

Royal Bank of Canada
Canada
3.52%

Indirectly, via Ocean Resources Capital Holdings, these financial institutions control Archipelago Resources.

1.3.3 Banks

The following information is found about banks supplying financial services to Archipelago Resources:

In March 2006 Archipelago Resources secured a US$ 38.5 million syndicated loan together with a US$ 4 million cost overrun facility, from an international banking syndicate. The syndicate was arranged by the Australian subsidiary of NM Rothschild & Sons (United Kingdom). The facility will be used for the development of the Toka Tindung project. The following banks participated in the syndicate:

ANZ
Australia

NM Rothschild & Sons
United Kingdom

Société Générale
France

WestLB
Germany

1.3.4 Financial advisors

Since 2002, a number of financial advisors has helped Archipelago Resources to find new shareholders and raise bank financing. The following details were found on these financial advisors:

Archipelago Resources was listed on the Alternative Investment Market (AIM) of the London Stock Exchange in September 2003. Brokers and financial advisers on this deal were:

Durlacher, now Panmure Gordon & Co.
United Kingdom

Grant Thornton
United Kingdom

In February 2004 Archipelago Resources acquired sections of Barrick Gold’s El Tambo gold treatment plant in Chile for a sum of £ 5.0 million. Pre-financing this acquisition was Arlington Group (United Kingdom).

In May 2005 Archipelago Resources issued new shares, which were placed with large institutional investors. Arranging these share placements was Ambrian Partners, which is part of Golden Prospect (United Kingdom). In August 2005 Ambrian Partners was appointed as broker of the company.

1.4 Buyers from Archipelago Resources

As Archipelago Resources is a start-up company without any production, it does not have relationships with buyers.

1.5 Recommendations

Which financiers and buyers could be approached to influence the PT Meares Soputan Mining project in North Sulawesi province? We should focus the attention on the financiers and buyers of Archipelago Resources:

In the first place it would be good to send a project briefing on PT Meares Soputan Mining to all financiers mentioned in this chapter.

A second step could be to concentrate on the main financiers of Archipelago Resources, and especially high-profile banks. Archipelago Resources has secured an important syndicated loan from a group of international banks which provides the main financing for the Toka Tindung project. Attention could therefore best be focussed on this group of banks:

ANZ
Australia

NM Rothschild & Sons
United Kingdom

Société Générale
France

WestLB
Germany

These banks are all large international banks, which are very well-known in their home markets. Generally, these banks pride themselves in being very “responsible” and “sustainable”, which offers a good angle to approach them on this case.

ANZ, Société Générale and WestLB have all signed the UNEP Statement by Financial Institutions on the Environment and Sustainable Development.
 WestLB has also signed the Equator Principles.

To approach these banks on the PT Meares Soputan Mining case, the following NGOs could be approached for support:

All countries: Johan Frijns of BankTrack (coord@banktrack.org);

European countries: Paul de Clerck of Friends of the Earth Europe (paul@milieudefensie.nl);

Australia: Techa Beaumont of Mineral Policy Institute (advocacy@mpi.org.au);

France: Sébastien Godinot of Amis de la Terre (finance@amisdelaterre.org);

Germany: Caroline Kremer of Urgewald (caroline@urgewald.de);

Germany: Jens Wieting of Robin Wood (tropenwald@robinwood.de);

United Kingdom: Ed Matthew of Friends of the Earth (edmat@foe.co.uk);

United Kingdom: Mika Paluello of Platform (mika@platformlondon.org);

United Kingdom: James Leaton of WWF-UK (jleaton@wwf.org.uk);
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