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Introduction

The objective of this report is to research the financing of the Australian mining company Archipelago Resources. Attention is focused on financing deals by Archipelago Resources in the past 1.5 years and an analysis of the shareholders of the company.

Chapter 1 The financing of Archipelago Resources
1.1 Company profile
Archipelago Resources Plc. is a small Australian mining company established in April 2002, with headquarters in Perth. The company is registered in London and 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 the first half of 2009 and realised a net loss of US$ 1.4 million by June 2009.

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. All of Archipelago Resources’ staff is however currently employed at the Toka Tundung Gold Project of which Archipelago  owns 85%.
 Until now the start of this project is delayed as there is no unanimous political support for the project. This makes it difficult for the company to get financing.
 Archipelago Resources expects to need around US$ 57 million to finish construction of the Toka Tindung Project. 

1.2 Recent financial transactions

The lack of political support for Archipelago Resources’ Toka Tindung project makes it difficult for the company to acquire financing for the project. According to the latest annual report many banks have expressed interest in financing the company but this interested has not materialised in concrete agreements yet.
 Several loans have been announced but were never closed. The company now seems to pursue other options, such as share issuances, to raise the necessary financing.
The following information could be found regarding financial transactions in the past 1.5 years by which Archipelago Resources financed its operations:
On 23 October 2008, Archipelago Resources entered into a loan agreement of US$ 7.5 million with Abacus Capital (Singapore), through its Aurum Fund. US$ 5 million of this loan was used to retire a loan facility from RMB Resources, the resources merchant banking business of the First Rand Group (South Africa) in Australia. The other US$ 2.5 million is meant as working capital for the company.

On 24 February 2009, Archipelago Resources issued 104.9 million shares to institutional investment funds managed by Baker Steel (United Kingdom) raising approximately US$ 13.7 million. The direct reason for this issue was the termination of the arrangements with Aurum Fund earlier that month. Approximately US$ 6.7 million of the proceeds of the issue was used to repay the Aurum loan while the rest (US$ 7.0 million) will be used as working capital. After this issue, Baker Steel owned 40.6% of the outstanding shares of Archipelago Resources.

On August 10 2009, Archipelago Resources announced that PT Rajawali (Indonesia), who was already a shareholder then, purchased 85.0 million share options from the company and 26.5 million shares in Archipelago Resources from Baker Steel. Following this transactions, Archipelago Resources had 391.0 million shares in issue, of which Rajawali held 117.3 million shares (30%) and Baker Steel 97.4 million shares (24.9%). This purchase resulted in an investment of £ 
16.7 million (US$ 27.5 million) by Rajawali of which £ 10.2 million (US$ 16.8 million) went directly to Archipelago Resources itself.

On the 5th of January 2010, three banks announced that they would form a project finance syndicate to provide project funding of up to US$ 70 million for the company’s Toka Tindung project. These three banks were BNP Paribas (France), Standard Bank (South Africa) and ANZ Bank (Australia).
 Their mandate however expired on the 28th of February 2010, without a loan agreement being signed.
 
On the 26th of February 2010 Archipelago Resources changed its strategy and announced that it would issue shares worth £ 30 million (US$ 46 million) to finance the Toka Tindung Gold project. 57.7 million of these shares came into effect on 4 March 2010 and 44.3 million on 11 March 2010. The issue of the shares was arranged by the company itself together with Bell Potters Securities (Australia), Ambrian Partners (United Kingdom) and Scarsdale Equities (United States). The proceeds of this issue are expected to provide up to approximately 80% of the funds required to complete the construction of the Toka Tindung project. Archipelago is planning to raise the rest of the funding (approximately US$ 11 million) through further share issuances with a placing to high net worth investors and a further placing to institutions.

On 14 April 2010 Archipelago’s second largest shareholder, Baker Steel, sold 57 million shares to PT Rajawali, the company’s largest shareholder. As a result of this transaction Rajawali’s interest in Archipelago increased from 39.6% to 51.1% while Baker Steel’s interest reduced from 21.1% to 9.5%. This still leaves Baker Steel in the position of second largest shareholder.
 
1.3 Shareholders of Archipelago Resources
1.3.1 Overview of institutional shareholders

Table 1 gives an overview of the institutional shareholders of Archipelago Resources. The table is compiled from three different sources (Thomson ONE, Bloomberg and the company website). As far as possible, overlaps are deleted. Some double counting can not be ruled out, however, for instance because some of the mentioned share owners could hold shares on behalf of other shareholders which are also mentioned themselves in the list.
Also, as some sources are more recent than others, it is possible that some shareholders may have sold their shares while other shareholders may have entered. This uncertainty is however mainly relevant for the smaller shareholders at the bottom of the list.

The given share percentages are mostly based on the number of shares reported on the latest filing date, relative to the total of outstanding shares at 24 March 2010: 493.019.334 shares.

Only for PT Rajawali and Baker Steel the amount of shares was based on the share ownership percentages reported in Archipelago Resources press release of April 14 (see paragraph 1.2), as this is the most recent source on their shareholdings. 
The give value of shareholdings is based on the number of shares and the value of one Archipelago share as at 20 April 2010: US$ 0.64.

Table 1 Shareholders of Archipelago Resources
	Investor
	Parent
	Country
	Shareholding

	
	
	
	Number 
	Value ($ mln)
	%
	Filing date
	Source

	PT Rajawali Corporation
	PT Rajawali Corporation
	Indonesia
	251,932,880
	146.62 
	51.10
	14-4-2010
	BB, AR

	Baker Steel Capital Managers 
	Baker Steel Capital Managers
	United Kingdom
	42,632,378
	27.26 
	9.50
	14-4-2010
	BB

	Avenir Asset Management 
	Abacus Capital International
	Singapore
	28,854,130
	18.45 
	5.85
	6-7-2009
	BB

	Columbia Wanger Asset Management
	Bank of America
	United States
	27,472,000
	17.57 
	5.57
	1-4-2010
	BB, AR

	Gestion Privée Indosuez
	Crédit Agricole
	France
	20,750,000
	13.27 
	4.21
	3-6-2009
	Th.

	BlackRock Merrill Lynch Investment Managers
	BlackRock
	United States
	16,154,000
	10.33 
	3.28
	1-4-2010
	BB, AR

	JP Morgan
	JP Morgan Chase
	United States
	15,941,000
	10.19 
	3.23
	24-3-2010
	AR

	Millennium Investments
	?
	?
	10,988,993
	 7.03
	2.23
	7-6-2009
	BB

	Millennium International Management
	Millennium International Management
	United Kingdom
	8,683,721
	5.55
	1.76
	6-7-2009
	BB

	Raven Capital
	Raven Capital
	 United States
	8,372,288
	5.35
	1.70
	11-8-2008
	BB

	Jennison Associates 
	Prudential Financial
	United States 
	8,000,000
	5.12 
	1.62
	31-1-2010
	Th., BB

	El Oro
	El Oro
	United Kingdom
	6,958,000
	     4.45 
	1.41
	1-4-2010
	BB

	Lando
	?
	?
	6,807,500
	    4.35 
	1.38
	6-7-2009
	BB

	SVM Asset Management
	SVM Asset Management
	United Kingdom
	5,768,174
	     3.69 
	1.17
	24-3-2010
	AR

	Duquesne Capital
	Duquesne Capital
	United States
	4,900,000
	     3.13 
	0.99
	24-3-2010
	AR

	Charles Schwab & Co
	Charles Schwab & Co
	United States
	4,487,972
	2.87 
	0.91
	1-4-2010
	BB

	Charles Stanley Group 
	Charles Stanley Group
	United Kingdom
	3,433,333
	     2.20 
	0.70
	13-10-2009
	Th.

	TD Asset Management
	TD Group
	Canada
	2,759,000
	1.76 
	0.56
	31-3-2010
	BB

	Capital Group International
	Capital Group of Companies
	United States
	2,500,000
	1.60 
	0.51
	1-4-2010
	BB

	Ignis Asset Management
	Pearl Group Holdings
	United Kingdom
	2,342,000
	1.50 
	0.48
	1-4-2010
	BB

	BlackRock Advisors
	BlackRock
	United States
	2,326,300
	1.49 
	0.47
	31-1-2010
	BB, Th.

	Credit Suisse
	Credit Suisse
	Switzerland
	1,985,959
	1.27 
	0.40
	1-4-2010
	BB

	Ocean Resources Capital Holdings
	Ocean Resources Capital Holdings
	United Kingdom
	1,899,222
	     1.21 
	0.39
	2-1-2007 / 1-4-2010
	BB

	Credit Agricole Group
	Crédit Agricole
	France
	1,675,500
	     1.07 
	0.34
	1-4-2010
	BB

	Pershing
	BNY Mellon
	United States
	1,235,609
	0.79               
	0.25
	1-4-2010
	BB

	Riversource Investments
	Riversource Investments
	United States
	877,000
	0.56 
	0.18
	26-2-2010
	BB

	Hargreave Hale 
	Investec Bank (35%)
	United Kingdom
	800,000
	0.51 
	0.16
	1-4-2010
	BB

	TD Waterhouse
	TD Group
	United Kingdom
	792,601
	0.51 
	0.16
	1-4-2010
	BB

	AGF Investments Inc.
	AGF Management
	Canada
	599,700
	0.38 
	0.12
	30-9-2009
	Th.

	Shore Capital Group
	Shore Capital Group
	United Kingdom
	582,000
	0.37 
	0.12
	1-4-2010
	BB

	Rowan Dartington & Co
	Rowan Dartington & Co
	United Kingdom
	531,100
	0.34 
	0.11
	1-4-2010
	BB

	Barclays
	Barclays
	United Kingdom
	531,042
	0.34 
	0.11
	1-4-2010
	BB

	Gold Rush Overseas
	Gold Rush Overseas 
	Hong Kong 
	500,000
	0.32 
	0.10
	1-4-2010
	Th., BB

	Brewin Dolphin 
	Brewin Dolphin
	United Kingdom
	418,200
	0.27 
	0.08
	1-4-2010
	BB

	RBC
	RBC
	Canada
	380,432
	0.24 
	0.08
	1-4-2010
	BB

	Selftrade
	Société Générale
	France
	358,095
	0.23 
	0.07
	1-4-2010
	BB

	HSBC
	HSBC
	United Kingdom
	312,179
	0.20 
	0.06
	1-4-2010
	BB

	Rothschild Bank
	N.M. Rothschild & Sons
	United Kingdom
	300,000
	0.19
	0.06
	13-10-2009
	Th.

	Halifax Share Dealing
	Lloyds Banking
	United Kingdom
	250,151
	0.16
	0.05
	1-4-2010
	BB

	Lægernes Pensionskasse
	Lægernes Pensionskasse
	Denmark
	220,000
	0.14
	0.04
	13-10-2009
	Th.

	Hargreaves Lansdown Asset Management
	Hargreaves Lansdown
	United Kingdom
	194,435
	0.12
	0.04
	1-4-2010
	BB

	Corporation of Lloyds
	Lloyds
	United Kingdom
	150,000
	0.10
	0.03
	1-4-2010
	BB

	James Sharp & Co.
	James Sharp & Co.
	United Kingdom
	130,000
	0.08 
	0.03
	1-4-2010
	BB

	Natwest Private Banking
	RBS
	United Kingdom
	108,000
	0.07 
	0.02
	1-4-2010
	BB

	Share Centre
	Share Centre
	United Kingdom
	105,287
	0.07 
	0.02
	1-4-2010
	BB

	Collins Stewart 
	Collins Stewart Wealth Management
	United Kingdom
	100,400
	0.06 
	0.02
	1-4-2010
	BB

	Kingsland Capital Trust
	Kingsland Capital Trust
	Australia
	100,000
	0.06
	0.02
	13-Oct-2009
	Th., BB

	Jarvis Investment Management
	Jarvis Securities
	United Kingdom
	89,626
	0.06 
	0.02
	1-4-2010
	BB

	Williams de Broe
	Evolution Group
	United Kingdom
	84,532
	0.05 
	0.02
	1-4-2010
	BB

	Fiske
	Fiske & Co
	United Kingdom
	84,000
	0.05 
	0.02
	1-4-2010
	BB

	Commerzbank
	Commerzbank
	Germany
	81,000
	0.05 
	0.02
	1-4-2010
	BB

	WH Ireland
	WH Ireland
	United Kingdom
	75,000
	0.05 
	0.02
	1-4-2010
	BB


Source: Thomson One Database, Viewed in April 2010; Bloomberg Database, Viewed in April 2010; Website Archipelago Resources, Viewed in April 2010 
1.3.2 Largest institutional shareholders

The following information could be found regarding the largest institutional shareholders of Archipelago Resources: 

By far the largest shareholder of Archipelogo is PT Rajawali. After the recent acquisition of shares from Baker Steel the company owns 51.1% of the shares of Archipelago. PT Rajawali is one of the largest conglomerates in Indonesia. The company is engaged in telecommunication, hotels, cement, consumer goods and transportation businesses in Indonesia. More recently they are also engaged in mining. The company was founded in 1984 and is based in Jakarta. The founder and owner of Rajawali is Peter Sondakh and the chief corporate officer is Yaya Wanarno Junardy.
 
Archipelago’s second largest shareholder, Baker Steel Capital (United Kingdom), owns 9.5% of its shares. Baker Steel Capital is an investment manager in natural resources and gold. The company was established in 2001 and manages assets for financial institutions, wealth managers and professional investors. Baker Steel’s head office is located in London and the company has a second office in Australia.

Baker Steel holds the shares in Archipelago Resources through its CF Ruffer Baker Steel Gold Fund, co-managed with the investment management company Ruffer (United Kingdom).
 

Avenir Asset Management, a managed fund of Abacus Capital, holds 5.9% of the shares of Archipelago Resources.
 Abacus Capital engages in investment, asset management and advisory and is based in Singapore. It was founded in 1995 and Hogi Hyun is its managing director.

Columbia Wanger Asset Management, which holds 5.6% of the shares of Archipelago Resources, is an American investment manager that invests in public equity and fixed income markets around the world. The company is a subsidiary of the Columbia Management Group (United States), which is a subsidiary of Bank of America (United States).

1.3.3 Private shareholders

Next to institutional investors there are also a number of private individuals holding shares in Archipelago Resources. Table 2 gives an overview of these individuals and of the amount, value and percentage of their shares. Again, the percentages are based on the total amount of outstanding shares as at 24 March 2010 and the value of shareholdings are based on the value of one Archipelago share as at 20 April 2010.
Table 2 Private shareholders of Archipelago Resources

	
	
	Shareholding

	Investor
	Country
	Amount 
	Value (US$ mln)
	%
	Filing date
	Source

	Arnett (Michael Norman)
	Australia
	14,188,225
	9.07
	2.88
	31-12-2008
	Th., AR

	Loosemore (John Colin)
	Australia
	12,007,600
	7.68
	2.44
	31-12-2008
	Th., BB, AR

	Arnett (Caroline Sophy)
	Australia
	2,700,000
	1.73
	0.55
	13-10-2009
	Th.

	Giannini (David A)
	United States
	1,579,000
	1.01
	0.32
	13-10-2009
	Th.

	Ayre (Jeremy)
	n/a
	600,000
	0.38
	0.12
	9-10-2009
	BB

	Raymond (John T)
	United States
	535,000
	0.34
	0.11
	13-10-2009
	Th.

	Richards (William Phillip Seymour)
	United Kingdom
	300,000
	0.19
	0.06
	13-10-2009
	Th.

	Vatovec (John)
	Australia
	270,875
	0.17
	0.05
	13-10-2009
	Th.

	Alexander (Patrick Morris)
	United Kingdom
	250,000
	0.16
	0.05
	27-3-2009
	Th., BB

	Haet (Mark)
	Australia
	200,000
	0.13
	0.04
	13-10-2009
	Th.

	Perl (Michael)
	United Kingdom
	200,000
	0.13
	0.04
	13-10-2009
	Th.

	Chin (Kevin)
	Australia
	166,667
	0.11
	0.03
	13-Oct-2009
	Th.

	Wyatt (Darrin)
	United States
	140,000
	0.09
	0.03
	13-10-2009
	Th.

	O'Malley (William C)
	United States
	135,000
	0.09
	0.03
	13-10-2009
	Th.

	Lester (Timothy)
	Japan
	100,000
	0.06
	0.02
	13-Oct-2009
	Th.

	Mullins (Kevin)
	Ireland
	100,000
	0.06
	0.02
	13-Oct-2009
	Th.

	Deloso (Emmanuel)
	Philippines
	100,000
	0.06
	0.02
	13-10-2009
	Th.

	Meyerink (Sydney Marinus)
	Australia
	75,000
	0.05
	0.02
	13-Oct-2009
	Th.

	Hartzell (Matthew H)
	United States
	71,000
	0.05
	0.01
	13-Oct-2009
	Th.

	Meyerink (Susanne)
	Australia
	59,000
	0.04
	0.01
	13-Oct-2009
	Th.


Source: Thomson One Database, Viewed in April 2010; Bloomberg Database, Viewed in April 2010; Website Archipelago Resources, Viewed in April 2010 
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