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Highlights
 
There have been sharp contrasts over 
the past year. The EPC Framework 
Agreement that we signed with SEPCO 
Electric Power Company (SEPCO) 
in September 2014 gives us a clear 
outline of the overall costs of the 
project and also of the financing to be 
offered by Sinosure. The cancellation 
and subsequent restoration of our 
mining lease has been a difficult and 
testing time for the Company and has 
delayed the project by some months. 
Nevertheless, our keenness to deliver 
an integrated mine and power plant 
remains strong.

ORACLE Coalfields (“Oracle” or “the Company”) is an AIM-listed 
coal developer. The Company’s primary interest is the Thar 
Coalfield Block VI area located in the Sindh Province of South 
East Pakistan, a 1.4bn tonnes resource with a 529Mt JORC 
mineral resource and 113Mt JORC proven reserves within  
Phase 1 of the mining area of its mining lease. 

Oracle is establishing its role as a major solution provider  
for Pakistan’s critical shortage of electricity by bringing  
significant Chinese partners into the development of its  
mine and mine-mouth power plant generation.

Oracle Coalfields PLC

The Company has raised £4,145,000 
over the last year, £775,000 in 
September 2014 and £3,370,000 in 
February 2015, providing enough 
funds to take the project to  
financial close.

In 2015, Oracle expects Engineering, 
Procurement and Construction 
(EPC) contracts to be signed with 
SEPCO, export credit to be agreed 
with Sinosure, and other debt and 
equity to be agreed. The Coal Supply 
Agreement and Power Purchase 
Agreement is also expected to be 
finalised this year. 
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►	Technical Feasibility Study completed by SRK

►	JORC code compliant resource

►	529Mt in a 20km2 area of the licence

►	113Mt JORC proven coal reserves in Phase 1

►	Mining lease issued for Block VI, Thar Coalfield

►	MOU with Thatta Cement 

►	JDA signed with K-Electric for long-term  
 coal and water supply to proposed 300MW  
 coal-fired power plant 

►	Implementation plan announced for Thar  
 Coalfield including lower capex requirements  
 and lower production costs

►	Over £3 million was raised on the  
 London Market

►	Strengthening of Board and management

►	Admission to AIM 

2011 2012

►	A “No Objection Certificate” was issued  
 by SEPA for the ESIA study for the mine   
 on Block VI, Thar Coalfield

►	Reaching financial close► In September 2013, JDA with China CAMC  
 Engineering Co Ltd (CAMCE) for funding  
 and the development of its coal mine
► In November 2013, MOU with SEPCO Electric  
 Power Construction Corporation for the  
 development of a 600MW coal-fired power   
 plant at Block VI, Thar Coalfield

►	Oracle signed Engineering Procurement  
 and Construction (“EPC”) Framework  
 Agreement in Beijing with SEPCO,  
 one of China’s leading power and  
 construction groups

►	Environmental and Social Impact Assessment  
 (ESIA) study for the mine completed and   
 submitted to the Sindh Environmental Protection  
 Agency (SEPA) and, after a public hearing  
 on-site and technical hearing, formal approval  
 was granted in early 2014

2014 20152013
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1.4bn
Oracle’s total resource  

amounts to 1.4bn tonnes 

Corridor  
of opportunity

SINDH

CHINA

GWADAR

The China-Pakistan 
Economic Corridor runs 
from the border in the north 
to the port of Gwadar and 
includes selected coal and 
power projects in Thar.
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THE THAR COALFIELD

A Mining Lease was granted in April 2012 
for the Block VI area for a 30 year period 
which can be extended for a further 30 
years by the Directorate of Coal Mines 
Development, Government of Sindh 
(formerly Coal Mines Development).

An Environmental and Social Impact 
Assessment for the coal mine has been 
completed by International Consultants and 
was approved by the Sindh Environmental 
Protection Agency (SEPA) in January 2014. 

A Resettlement Action Plan was produced 
in 2014 and was submitted to SEPA in  
April 2014 as required and accords with the 
Sindh Governments Interim Resettlement 
Policy Framework document drawn up for 
the Thar Coalfield.

In September 2014 the Company signed 
an EPC Framework Agreement with SEPCO 
for the initial construction of a 600MW 
mine-mouth power plant and for the 
development of a 4.0Mt per year open-pit 
mine to supply the power plant. Work is 
ongoing to develop this agreement into 
EPC termsheets for both the mine and  
the power plant.

The Thar coalfield provides Pakistan  
with the opportunity to develop a major 
indigenous energy resource which could 
make a significant contribution to the 
country’s energy needs for years to come. 
This would have the additional benefit of 
reducing the country’s reliance on imported 
oil and gas. Pakistan suffers from a critical 
shortage of electricity and Thar coal can 
provide the country with competitively 
priced power.

The Sindh Government is actively promoting 
the development of the Thar coalfield and 
has declared it a Special Economic Zone. 
This includes a series of fiscal incentives 
and tax concessions for developers of coal 
mines and power plants in Thar including 
an allowed project internal rate of return 
(IRR) of 20% for projects that reach financial 
closure by 31 December 2015. A coal sales 
price is being determined under the recently 
announced Coal Price Mechanism (CPM) 
together with a Power Purchase Agreement 
(PPA) incorporating the fiscal incentives and 
these are currently being negotiated with 
the regulatory authorities.

The Government is also constructing major 
infrastructure improvements in Thar to 
facilitate mine and power development 
including upgrading and constructing new 
roads from Karachi to Thar, constructing 
a new airport to serve the coalfield, as 
well as constructing and upgrading new 
high voltage transmission lines for power 
evacuation.

► Located in Sindh province 380km  
east of Karachi sea port

► 175bn tonnes of indigenous  
coal resource

► A world class deposit

► Supported by the Sindh Government’s 
Energy Department and the Thar Coal  
and Energy Board created to fast track 
Thar coal and energy projects

► Located in the Special Economic Zone 
with approved fiscal incentives

► Block VI project in the Thar Coalfield is 
included in the China Pakistan Economic 
Corridor for prioritised investment

► The Government, both Federal and 
Provincial, are promoting the use of 
indigenous coal as an alternative to 
imported oil and gas

► Sindh Government undertaking a series 
of infrastructure development initiatives 
including building new roads to the 
coalfield, new high voltage transmission 
lines along with an airport to service the 
coalfield

A major drilling programme was carried out 
as part of the Technical Feasibility Study 
which confirmed the in-situ coal deposit  
of 1.4bn tonnes within the Block VI area  
of 66.1km² and a JORC compliant resource 
of 529Mt with a proven reserve of 113Mt 
in the Phase 1 mining area of lignite coal 
suitable for use in a conventional thermal 
power plant.

The Technical Feasibility Study confirmed 
that an open-pit mine could be developed 
with a capacity of 5Mt per annum to 
support a 600MW mine-mouth power plant.

At a Glance

The Company was founded in 2006 and was listed on the AIM 
Market of the London Stock Exchange in 2011 (AIM:ORCP) 
and is actively developing a major coal resource in the Thar 
region of the Sindh Province in South East Pakistan.

ORACLE’S GROWTH STRATEGY

Q3 2015

► Electricity tariff submitted  
and agreed with NEPRA

Q2 2015

►	Power Plant EPC finalised

► Mine contractor agreed 

►	Mine EPC finalised

► Resettlement Plan

► Mine and Power Plant ESIA finalised

►	Coal Price Petition submitted  
and agreed with TCEB 

2015

Oracle’s growth strategy for 2015 will be to 
complete the EPC negotiations for both the 
mine and the power plant and with Sinosure for 
the export credit financing so that the project 
can reach financial closure later in the year. 

Work is continuing on site in the  
pre-development stage to implement a 
Corporate Social Responsibility Programme to 
provide early benefits to the local community  
in terms of water, basic healthcare and 
veterinary support. Land survey work is 
being undertaken in accordance with 
the Resettlement Action Plan prepared in 
2014 which will also align with the Interim 
Resettlement Policy Framework published in 
draft by the Sindh Government and that will 
conform to international best practice. 

The coal price for supply to the power plant 
will be agreed with the Thar Coal and Energy 

Board (TCEB) under the Coal Pricing Mechanism 
which will incorporate the fiscal incentives and 
the allowable Internal Rate of Return for the 
project. This price will then be a pass through 
price into the Power Purchase Agreement to be 
negotiated with K-Electric and for tariff approval 
by the National Electricity Pricing Regulatory 
Authority (NEPRA) in Pakistan. 

Oracle will also be working with TCEB and 
the National Transmission and Despatch 
Company (NTDC) regarding the provision and 
construction of high voltage transmission lines 
to evacuate power from integrated mine and 
power projects in Thar. 

All the above will need to be in place to  
achieve financial closure targeted for the  
4th quarter of 2015. Once financial closure  
has been achieved, project implementation  
can proceed on site in 2016. 

Initially an access road from the existing  
public highway will be constructed to mobilise 
equipment and begin the construction of the 
mine offices and workshops along with the 
camp for construction workers for the mine  
and power plant. Initial dewatering of the mine 
and overburden removal can begin in the first 
half of 2016 along with the commencement  
of the power plant construction.

For the period 2016-2018, work will proceed 
to open up the mine, in parallel with the 
construction of the power plant. Coal 
production and delivery of electricity  
should commence late in 2018.

The longer term growth aim is to build up a 
portfolio of coal assets at different stages of 
the cycle, with continuous review of existing 
portfolio and readiness to trade existing 
interests with other interests that improve the 
risk/reward balance of the overall portfolio.

Scout for coal assets at different stages of the cycle;  
screen opportunities and focus on those that meet criteria. 

Evaluate the coal resource and secure the rights; agree technical 
approach; determine route to market; consider regulatory and fiscal 
framework; consider and develop plans for the environment and all 
other corporate social responsibility issues; assess economic viability; 
engage working contractors; source finance; financial close. 

SCOUTING

DELIVER COAL MINE  
AND ROUTE TO MARKET

PORTFOLIO MANAGEMENT

1

2

3

BUSINESS MODEL

Q4 2015

►	Transmission line. Firm 
commitment provided by  
the NTDC

►	Financing, including all 
documentation, agreed  
with Sinosure

► Financial closure

Q1 2016

►	Access road begins

► Offices & accommodation  
begin

►	Power plant construction  
begins

► Dewatering begins

► Mine opening begins

EXPLORE AND DEVELOP

GENERATE CASH

The longer term aim is to build up a portfolio of coal assets at different 
stages of the cycle, with continuous review of existing portfolio and 
readiness to trade existing interests with other interests that improve 
the risk/reward balance of the overall portfolio. 

Work mine and deliver to market; continue implementation of 
corporate social responsibility plans; repay lenders and pay dividends.

Open up coal mine and construct infrastructure needed to reach 
the market; implement environment and all other corporate social 
responsibility plans.

5

4
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180m people
Pakistan has a population of 
approximately 180m people, 
the sixth largest in the world

The country continues to struggle with 
scheduled and unscheduled power cuts.  
The problems have been particularly acute  
since 2008, with outages of between 12 and  
16 hours a day.

The Government of Pakistan is committed to 
increasing energy supply, to foster economic 
and social development, but in a sustainable 
manner. There is a significant shortfall of  
cost-effective electrical power generation 
capacity. The Government of Pakistan’s National 
Power Policy 2013 states that the current 
shortfall in generating capacity is 5,500MW  
and is projected to rise.

The country relies heavily on imported energy; 
imports account for more than 20% of its energy 
needs and more than 50% of its feedstock 
needs for thermally generated electrical power, 
costing in 2012 US$14.5bn. This energy shortfall 
currently leads to frequent power outages  
and, coupled with the high cost of energy,  
has hindered the country’s GDP growth  
and export capacity.

The project has strong support from both the 
Federal and Sindh Governments. Numerous 
fiscal and financial incentives are in place.

►	The Thar coalfield has been declared a  
Special Economic Zone with fiscal incentives 
and tax breaks for the life of the projects

►	The recently created China-Pakistan 
Economic Corridor has included selected  
coal and power projects being developed  
in Thar as priority projects

► The Government is promoting the use of Thar 
coal as an alternative to imported oil and gas

► The Government of Sindh has committed 
strong support for Thar coal through the 
Energy Department:

– Sindh Coal Authority

– Coal Mines Development Department

– Thar Coal and Energy Board

Electrical power generation from coal is 
projected to increase from its current 1% to 
25% by 2025 according to the Government of 
Pakistan’s National Power Policy 2013. This will 
significantly increase the share of electricity 
from indigenous sources and improve the 
security of energy supply as well as improving 
diversity in the power generation portfolio  
of the country.

Pakistan recognises that its current energy mix 
is overly dependent on imported oil and the 
benefits to the economy, particularly in the 
balance of payments and foreign exchange, 
in expanding domestic coal fired electricity 
generation are self evident. 

The Government has also recognised that 
the electricity distribution system requires 
considerable upgrading and again the Power 
Policy 2013 is committed to this to improve the 
efficiency of the current system and for future 
generation projects throughout the country.

The Government of Pakistan’s National Power 
Policy 2013 is to encourage the development  
of the country’s indigenous energy resources,  
in particular the development of the Thar 
Coalfield. With a resource of some 175bn  
tonnes, the country can develop low-cost 
domestic generation capacity at half the cost  
of imported furnace oil.

Furthermore, it would reduce the current deficit 
in generating capacity, release government 
expenditure and reduce pressure on the country’s 
balance of payments. By developing a competitive 
indigenous supplied power sector GDP has the 
potential to increase at rates above 10% pa.

Unconstrained demand for electricity in 
Pakistan is expected to rise by 5-6% pa over 
the next several years. It is anticipated that the 
increased use of coal for power generation will 
increase its share of the energy mix from the 
current 1% in 2012 to 25% by 2025. The growth 
in electricity demand could well accelerate 
above this level if the cost of energy in Pakistan 
was reduced and if, as we expect, the level of 
GDP growth surges as a consequence of this.

ENERGY CRISIS POLITICAL SUPPORT ENERGY RESOURCE
POWER SECTOR OF PAKISTAN  
BY RESOURCE 2012-13

CHALLENGES AND 
OPPORTUNITIES

Source: Pakistan energy yearbook 2013

Source: BP Statistical Review 2014
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Pakistan’s  
struggle for power
Pakistan suffers from a critical shortage 
of energy, due to an increase in demand 

and a historic lack of investment.

The problems have been particularly 
acute since 2008 with outages of  
12-16 hours a day.

Source: National Power Policy 2013

In the last decade global demand for 
coal has risen by 50.2%.

Source: World Coal Institute 2003-2012

Market Insight
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Asset in Detail

Oracle has continued to build strategic 
relationships to bring the project to 
implementation.

In September 2014 the Company signed an 
EPC Framework Agreement with SEPCO for the 
construction of initially a 600MW mine-mouth 
power plant and for the development of  
a 4.0Mt per year open-pit mine, sufficient  
to supply the power plant.

Work is ongoing to develop this agreement 
into EPC termsheets for both the mine and the 
power plant and the Company is working with 
its advisors Mott MacDonald UK on the power 
plant and Turner and Townsend for the mine 
development.

Oracle has in place a Joint Development 
Agreement with Karachi Electric Supply 
Company (KESC) now renamed K-Electric (KE) 
since 2012 for the joint development of power 
plants in Block VI. In addition we are working 
with KE to develop a Power Purchase Agreement 
for the entire electricity output of the power 
plant for a 30 year period.

The Company also has long standing 
Memorandum of Understandings with Lucky 
Cement and Thatta Cement who are major 
cement producers in Pakistan for coal supply 
once the mine is in production.

The Thar Coalfield
The Thar Coalfield is located 380km 
east of Karachi, and covers a total area  
of 9,100km2, with a total lignite coal 
resource in excess of 175bn tonnes. 

►	Extensive work has been undertaken on the assessment  
 of the commercial viability of the resource by Government   
 initiatives and independent international consultants 

►	The coal is lignite and commercially viable, with low ash  
 and sulphur content

►	Lignite coal is suitable for power generation and for  
 industry use, in particular, the cement industry. These   
 sectors are anticipated to be the main off-takers

►	In Block VI, following a drilling programme, SRK Consultants  
 assessed a JORC mineral resource of 529Mt over an area  
 of 20km² with proven reserves of 113Mt in Phase 1. 
 Oracle’s total resource amounts to 1.4bn tonnes

BLOCK VI THAR COALFIELD STRATEGIC RELATIONSHIPS

The Thar Coalfield is located 380km east of 
Karachi. It covers an area of 9,100km2 with a 
total lignite resource in excess of 175bn tonnes. 
Block VI is located in the centre of the coalfield 
and covers an area of 66.1km2. The site has been 
extensively drilled and coal samples recovered 
and tested to international standards and a 
JORC compliant resource of 529Mt has been 
confirmed over a 20km2 area.

The Technical Feasibility Study carried out by 
SRK Consulting confirmed the JORC resource 
and the results of the geotechnical and 
hydrological investigations set out the design 
parameters for the mine and confirmed the 
viability of constructing and operating a large 
open-pit mine capable of producing 5Mt 
of coal per annum. The lignite coal in Block 
VI is relatively low in sulphur content when 
compared with lignite in Germany and Poland. 
Although the moisture content is relatively 
high, it is suitable for a coal-fired electrical 
power plant. The coal itself lies at 150m  
depth below the surface. 

Following the completion of the Technical 
Feasibility Study the Company’s local subsidiary 
Sindh Carbon Energy Ltd (SCEL) was granted 
a Mining Lease for Block VI by the Mines and 
Minerals Development Department, renamed 
Coal Mines Development, Government of Sindh. 
This Lease is for a 30 year period which can  
be extended at the end of the period for a 
further 30 years.

A pre-feasibility study by Mott MacDonald UK 
confirmed the suitability of the coal for thermal 
power generation and concluded the coal was 
suitable for either conventional pulverised coal 
or circulating fluidised bed plants.

The Company engaged Wardell Armstrong 
International and Hagler Bailly of Pakistan to 
carry out the Environmental and Social Impact 
Assessment for the coal mine and this was 
completed in May 2013 and approved by the 
Sindh Environmental Protection Agency (SEPA) 
in January 2014. The Company submitted its 
Resettlement Action Plan (RAP) to SEPA in April 
2014 as required in the Environmental and 
Social Impact Assessment approval process. 

The RAP has been drawn up in line with  
the recently published Interim Resettlement 
Policy Framework by the Government of Sindh.
The RAP sets out the policy and procedures 
that will be employed to facilitate the eventual 
resettlement of the small local communities 
who will be affected by the mine and power 
plant development. This is being done in 
consultation with the local communities  
with the support of the Thar Coal and Energy 
Board and local government agencies.

Work will be undertaken in 2015 to establish 
current land ownership within the block and  
to identify areas suitable for resettlement  
within the block.

Oracle continues to have good relations with 
the Federal and Provincial Government and 
in particular the Energy Department of the 
Government of Sindh, the Thar Coal and Energy 
Board (TCEB), the Sindh Coal Authority and the 
Coal Mines Development Department.

The TCEB prepared a Coal Pricing Mechanism 
(CPM) proposal for the Thar coalfield in mid-2014 
and this was followed by a round table meeting 
of leaseholders and interested parties in August 
2014 and the CPM was then approved and the 
rules placed into a legal framework which was 
enacted by the Government of Sindh. The CPM 

Aerial view of a 3D graphic representation of a 2x 300MW 
Circulating Fluidised Bed Coal Fired Power Plant Unit to 
be constructed in Block VI adjacent to the open-pit mine 
showing the coal stockyard and overall plant layout.

Mineral Tonnage Moisture RD Gross CV Ash Sulphur 
Resources (Mt) (%) (wg/cm3) (kcal/wkg) (%) (%)
 
Measured 151 48.0 1.15 3,025 5.10 0.60
 
Indicated 308 45.3 1.15 3,257 5.60 0.91
 
Subtotal  459 46.2 1.15 3,181 5.44 0.81
 
Inferred 70 45.4 1.15 3,193 8.90 1.58
 
Total  529 46.1 1.15 3,182 5.89 0.91

JORC COMPLIANT MINERAL RESOURCES 

has adopted the fiscal incentives previously 
announced for the Thar Special Economic Zone. 
The Company is preparing its petition under the 
CPM for submission in the near future to agree 
the coal price for the Block VI project.

The price agreed under the CPM will be used 
in the preparation of the Power Purchase 
Agreement (PPA) being developed with KE 
which, once completed, will be submitted to the 
National Electricity Pricing Regulatory Authority 
(NEPRA) for formal approval.

Source: SRK, Technical Feasibility Study



85%
SEPCO has proposed a financing 
structure to potentially securitise 
up to 85% of the cost of the two 

EPC contracts

I am delighted that Oracle 
and SEPCO have signed this 
EPC Framework Agreement  
for the construction of the 
integrated coal mine and 
power plant, which is a 
major milestone in the 
development of the Block VI 
project in the Thar Coalfields. 
Oracle looks forward to 
working closely with SEPCO 
in bringing this important 
project to fruition.

Adrian Loader
Chairman

Significant progress
EPC FRAMEWORK AGREEMENT

The Company is negotiating an EPC Contract 
with the SEPCO Electric Power Company to 
construct a 2x 300MW Circulating Fluidised 
Bed Coal Fired Power Plant adjacent to the 
mine in Block VI of the Thar coalfield.

The plant will be designed to be carbon 
capture ready and will meet all the 
environmental criteria including emission 
limits which will be set by the Sindh 
Environmental Protection Agency following 
the completion of an Environmental Impact 
Assessment for the proposed plant which is 
to be carried out in the near future.

SEPCO have proposed a 36 month 
construction timetable for the first 300MW 
unit with the second 300MW unit coming 
on stream after 40 months. The plant will 
consume some 3.8-4.2Mt of lignite coal from 
the mine annually assuming the power plant 
operates at 85%. Coal will be delivered to the 
plant from the mine by conveyor to the coal 
stockyard at the power plant. 

Water for the power plant will be supplied 
from the mine dewatering for both the 
steam cycle and for cooling. Ash from 
the plant will be disposed of at a suitable 
facility within the mining void.

Oracle has engaged Mott MacDonald 
UK to assist in finalising the detailed 
specifications for the power plant for  
the EPC termsheets and the EPC contract 
and this work will be ongoing throughout 
the year.

SEPCO was established in 1952 and  
has constructed 808 power generation 
units with a total capacity of 116,450MW.  
They are currently constructing 17 projects 
outside China with a total capacity of 
17,104MW. They are an affiliate of Power 
China, a major state owned enterprise.

Strategic Report
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2014 has been a year of many developments 
and sharp contrast. Our commitment to deliver  
Thar electricity remains strong.

Adrian Loader
Chairman

Chairman’s Statement

In September 2014, we raised further capital 
of £775,000 including contributions from 
shareholders and management. In February 
2015 a further £3.37 million was raised. It is 
anticipated that, with these funds, the Company 
will have sufficient working capital to reach 
financial close, anticipated by the year-end. 
Towards the end of the year, the Company 
intends to approach the market for the major 
fund raising needed to develop the Block 
VI coal mine and power generation project. 
The Group is considering options to raise the 
necessary debt and equity, and has started 
discussions with potential investors from the 
Middle East and Far East, as well as being further 
strengthened by new shareholders in the 
Company’s fund raising in February 2015.

The Government in Pakistan continues to 
demonstrate firm support for the development 
of the country’s indigenous coal resource, 
recognising that it will be a fundamental game 
changer for the economic development of 
Pakistan. Support from China, both diplomatic 
and economic, remains strong.

The Board extends its thanks to the relevant 
authorities in the Province of Sindh and in 
Pakistan for their continued assistance. The 
Board welcomes the new shareholders who 
invested in the Company in September last  
year and in February this year, and continues  
to be very grateful for the patience and support 
of our longer standing shareholders.

Adrian Loader
Chairman

9 April 2015

 600MW
The power plant will have a  

production capacity of 600MW

I am pleased to present Oracle Coalfields’ (or 
the “Company”) results for the period ending 
31 December 2014. It has been a year of sharp 
contrast. The EPC Framework Agreement 
that we signed with our Chinese partners the 
Shandong Electric Power Company (SEPCO) in 
September gives us a clear outline of the overall 
cost and financing of the project. The Placing, 
announced after the year-end in February, 
provides us with sufficient funding to take  
the project through to financial close. 

We are now working with SEPCO to finalise 
Term Sheets on the two EPC contracts (for 
the mine and for the power plant). When this 
work is complete we will progress financing 
arrangements with Sinosure, the China Export  
& Credit Insurance Corporation. 

The underlying philosophy of our Company 
has always been to progress this project in 
a judicious manner in line with all relevant 
professional and international standards.  
In this same spirit we handled the unexpected 
and arbitrary decision by the Coal Mines 
Department to cancel our mining lease over 
Block VI in November 2014. As urgently as 
possible we followed due process and took  
the necessary actions, which led to the 
restoration of the lease in February 2015. In this 
respect we are grateful to many stakeholders 
for their support during this difficult and testing 
time. Regrettably, this development has delayed 
project progress by some months, but our 
keenness to deliver an integrated coal mine 
and power generation project at Thar Coalfield, 
Province of Sindh is as strong as ever. 

Reflecting the position of the Company as a 
mining company, now moving towards financial 
close, the consolidated financial results for the 
year to 31 December 2014 show an operational 
loss after taxation for Oracle and its subsidiaries 
(the “Group”) of £709,479 (2013: £1,038,342). The 
basic loss per share was 0.21p (2013: loss 0.37p).

At the end of 2014 the Group had cash and  
cash equivalents of £383,063 (2013: £538,789) 
and total assets less current liabilities of  
£4.09 million (2013: £4.19 million).
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2014 has been another eventful year for our  
Company. The project has taken exciting steps  
in realising an integrated coal mine and power  
plant within the Block VI coal property in Thar. 
The work in 2015 will concentrate on formalising 
agreements and contracts to bring the project  
into full implementation.

We continue to work with K-Electric (KE)  
to negotiate a Power Purchase Agreement 
(PPA) with the Company to purchase the 
entire output from the 600MW power plant 
for a period of 30 years which will require the 
finalisation of the coal price under the CPM 
to complete. It can then be presented to the 
National Electric Power Regulatory Authority 
(NEPRA) for approval.

These are all exciting steps in the development 
of an integrated coal and power development 
within the Block VI lease area in Thar and the 
work in 2015 will concentrate on formalising 
agreements and contracts to bring the project 
into full implementation.

In late November 2014, the Company’s 
subsidiary, Sindh Carbon Energy Limited (SCEL), 
received a notification for the cancellation  
of the Mining Lease at our Block VI licence.  
The Company responded to this notification in 
the form of an Appeal as per the Rules set out in 
the Sindh Mining Concession Rules 2002 which 
was followed by a Hearing in the presence 
of the Secretary, Energy Department, and 
Government of Sindh. Following the hearing, 
the Decision was made by the Secretary, 
Energy Department that the cancellation of 
the Mining Lease shall be rescinded ab initio 
subject to SCEL complying with submission of 
the Performance Guarantee and setting up of 
an office in Karachi. These two conditions were 
met by SCEL and in late February 2015, the 
Mining Lease was restored by the Coal Mines 
Development, Government of Sindh. 

Work is continuing on site in the  
pre-development stage to implement a 
Corporate Social Responsibility Programme 
(CSR) to provide early benefits to the local 
community in terms of water, basic healthcare 
and veterinary support. Land survey work is 
being undertaken in accordance with the RAP 
prepared in 2014 which will also align with  
the Resettlement Policy Framework published 
in draft by the Sindh Government and that  
will conform to international best practice. 

Pakistan continues to be affected by electricity 
shortages which are reducing the potential 
for economic growth. The Government of 
Pakistan’s National Power Policy 2013 states 
that the current shortfall in generating 
capacity is 5,500MW and is projected to rise. 
The Government is committed to eradicating 
this shortfall and to diversifying the electricity 
supply market with particular support for 
the development of indigenous fuel sources 
including the Thar Coalfield, Province of Sindh.

Following the submission of the Environmental 
and Social Impact Assessment (ESIA) for the 
coal mine in 2013 and the issuance of the 
No Objection Certificate in January 2014 
the Company submitted its Resettlement 
Action Plan (RAP) to the Sindh Environmental 
Protection Agency (SEPA) in May 2014 as 
required before project implementation.  
The Environmental Impact Assessment (EIA)  
of the proposed power plant is being assessed  
and will be the subject of further studies this 
year to provide an EIA for the integrated  
mine and power project.

The Thar Coal and Energy Board (TCEB) 
prepared a Coal Pricing Mechanism (CPM) 
proposal for the Thar coalfield in mid-2014  
and this was followed by a round table meeting 
of leaseholders and interested parties in  
August 2014. The CPM was subsequently 
approved and the rules placed into a legal 
framework which was enacted by the 
Government of Sindh. The CPM puts into 
practice the previously announced internal  
rate of return (of 20%/20.5%) for the Thar 
Special Economic Zone. The Company is 
preparing its petition under the CPM for 
submission in the near future to agree the  
coal price for the Block VI project.

In September 2014 the Company signed an 
Engineering, Procurement and Construction 
(EPC) Framework Agreement with SEPCO for  
the construction of initially a 600MW mine-
mouth power plant and for the development 
of a 4.0Mt per year open-pit mine to supply the 
power plant. In March 2015 this Agreement 
was extended to 31 December 2015. Work is 
ongoing to develop this agreement into EPC 
term sheets for both the mine and the power 
plant and we are working with our advisors 
Mott MacDonald UK on the power plant, 
and Turner and Townsend for the coal mine 
development. When these term sheets are in 
place, we will enter into detailed discussion 
on the indicative financing offered through 
Sinosure, and certain Chinese banks. 

Chief Executive’s Statement

Shahrukh Khan
Chief Executive Officer

The Company remains steadfast in its objective 
of developing one of the largest private sector 
integrated coal mine and power generation 
projects in Pakistan. This comes with the 
responsibility of maintaining high standards 
in delivering on the project and subsequently 
rewarding shareholders. Our project is 
strategically placed in Pakistan’s energy mix  
that includes the project in the approved list  
of the China-Pakistan Economic Corridor (CPEC).  
The CPEC is a bilateral arrangement between 
China and Pakistan, the essence behind which  
is to access Chinese funding in the development 
of infrastructure, including energy, for the 
economic corridor to be established from 
Pakistan’s North to the South.

The Board is grateful to the support of the 
Government of Sindh in restoring the Mining 
Lease in a speedy and amicable manner and 
in providing continued support. The Company 
extends its thanks to the shareholders for their 
continued patience and support.

Shahrukh Khan
Chief Executive Officer

9 April 2015
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The Group is principally engaged in the development 
of lignite coal resources in Block VI in the Thar desert 
in the Sindh province in Pakistan through an open-pit 
mine supplying a mine-mouth power plant. The principal 
strategic and operational risks and uncertainties facing the 
Group are described below, together with the steps taken for 
their mitigation. Information on financial risk management 
is set out in the Financial Instruments section in this report.

The Thar coal mine project is subject to environmental regulations  
both in Pakistan and through international standards and conventions. 
Non-compliance could significantly impact the development of the  
mine and raising of debt financing. The development of the Block VI  
mine could negatively impact communities near its operation due  
to resettlements, population inflow and necessary infrastructure.

The completion of the ESIA in 2013 by Wardell Armstrong International 
and Hagler Bailly of Pakistan and its subsequent approval in January 2014 
by the Sindh Environmental Protection Agency is another significant step 
towards project implementation.

An Resettlement Action Plan (RAP) was produced in 2014 in accordance 
with national and international standards in consultation with the 
affected communities and Oracle is developing a resettlement 
framework. Since 2012 Oracle has employed a Community Liaison  
Officer (CLO) to ensure the local community can be fully engaged in the 
process and this liaison is ongoing. The environmental impact of the 
integrated mine and power plant will require further work in 2015.

Co-completion risk exists where the success of one project depends on 
the completion of another. Both the mine and any associated power 
station cannot operate without the other. If the power station does not 
complete on time then the mine cannot start deliveries, and vice versa. 
There is a similar co-dependency in the operational phase. Both also 
depend on the construction of a high voltage transmission network 
to evacuate power from Thar mine-mouth power plants and this also 
needs to be completed for the power plant to operate. The National 
Transmission and Despatch Company is committed to this objective.

The mine must be de-watered prior to mine construction and during 
production. The water will be used for the mine and the power plant  
as well as being available for the local community. Surplus water 
produced must be disposed of safely.

During 2014 the Company has been actively seeking strategic 
relationships to facilitate the development of an integrated mine  
and power plant on the site.

In September 2014 the Company signed an EPC Framework Agreement 
with SEPCO for the initial construction initially of a 600MW mine-mouth 
power plant and for the development of a 4.0Mt per year open-pit to 
supply the power plant. Work is ongoing to develop this agreement  
into EPC termsheets for both the mine and the power plant and we  
are working with our advisors Mott MacDonald UK on the power  
plant, and Turner and Townsend on the mine development.
 
As reported last year the Company entered a JDA with KE initially  
to develop a 300MW power plant with the potential to increase this  
to 1,100MW over time. Additionally KE have proposed entering into  
a Power Purchase Agreement (PPA) with the Company to purchase  
the entire output from the power plant for a period of 30 years and  
the Company is working with KE to draw up the PPA agreement which  
will be presented to the National Electric Power Regulatory Authority 
(NEPRA) for approval later in 2015. It is to be noted that following  
the MOU with SEPCO, KE have agreed to collaborate with Oracle  
and SEPCO to develop SEPCO’s 600MW power plant.

Risks and Uncertainties

IMPACT  MITIGATION

Key Risk: Technical Risk

There are inherent uncertainties in estimation of the capital and 
operating costs to reach first production, and the fiscal regime applicable 
to the project, which will only be resolved when the project contracts  
are negotiated and the fiscal regime legally confirmed.

Similarly the fiscal incentives for the construction and operation of the 
power plant will need to be confirmed prior to contract finalisation.

Offtake agreements need to be reached at sustainable commercial  
rates the mine-mouth power station to justify the project investment, 
with sufficient creditworthiness to meet lenders’ risk criteria.

Following the signing of the EPC Framework Agreement with SEPCO  
for the development of the mine and power plant the estimates for 
capital and operating costs for the integrated project are in preparation. 
These will allow for the Fiscal Incentives announced for Thar coal and 
power developments in the Special Economic Zone to be included  
and factored into the coal price for supply to the power plant. 

The TCEB has produced a CPM which was enacted by the Sindh 
Government in 2014. The CPM has adopted a cost plus approach to 
setting the coal price and also recognises the uncertainties of mining 
within its review mechanism. The Company intends to submit a price 
petition in accordance with the CPM in 2015.

IMPACT  MITIGATION

The overall project is expected to cost in the region of US$1,500 million. 
The greater part of this will be covered by two EPC contracts with SEPCO, 
one for the mine and one for the power plant. Sinosure have offered 
outline terms on the basis of which, subject to detailed agreement,  
they will securitise up to 85% of the two EPC contracts. The balance  
will be met by some additional borrowing, but mainly through equity. 
Some third party equity is anticipated, but the greater part will be from 
Oracle Coalfields PLC. 

The major risks to this plan are that the Company fails to come to final 
agreement with Sinosure and that the Company has difficulty in raising 
the equity required for the project.

The Company will work to reach full agreement with Sinosure to assure 
the EPC debt financing, and will similarly work to attract and secure  
third party equity. It will develop a strategy with its brokers, Brandon Hill  
and Peterhouse, to find the balance of equity through LSE AIM.

Although the Federal and Sindh Governments have demonstrated strong 
support for the integrated Thar coal mining and power plant development, 
there is potential for the Group’s operations and financial results to 
be affected by instability and changes to the legal, regulatory or fiscal 
frameworks in Pakistan. This includes political unrest, variation to the 
lease terms, and changes to the royalty and tax rates, and, as occurred 
in 2014, lease cancellation. The relevant federal and Sindh authorities 
need to fund and complete local infrastructure, including the power 
transmission line from the power plant.

The risk of terrorist attack on the Company and its staff in Pakistan,  
or on suppliers and customers, remains real and could restrict the 
Company’s ability to manage at the site and the Karachi office.

The Company works closely with the Energy Department and  
maintains strong working relations with the Sindh Government. It was 
through these relationships that the Company ensured that the arbitrary 
cancellation of the mining lease was expeditiously reversed. The Thar 
Coalfield area has been declared a Special Economic Zone and the Sindh 
Government has already built roads and a rescue centre, started the 
construction of an airport capable of taking B737 and C130 transport 
aircraft, and plans more road and transmission line upgrades.

Company staff are instructed to take a range of security precautions and 
generally keep a low profile in the country. As the profile of the project 
builds, the Company will implement further appropriate protection for  
its staff. Generally the Sindh Province has a low incidence of such attacks.

Key Risk: Financing Risk

Key Risk: Political, Legal and Regulatory Risk

Key Risk: Environmental and Social Risk Key Risk: Economic Risk
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Environmental and Social Impact  
Assessment (ESIA)
The Company commissioned Wardell 
Armstrong International Ltd. (WAI) to produce 
an Environmental and Social Impact Assessment 
(ESIA) for the Block VI project. WAI is working 
with Hagler Bailly Pakistan, a local group of 
environmental consultants, based in Islamabad, 
to complete the ESIA to meet both national  
and international standards. 
 
The ESIA was completed in April 2013 and 
was submitted to the Sindh Environmental 
Protection Agency, Government of Sindh  
(SEPA) in April 2013. A public hearing held  
on the site in June 2013 was attended by local 
people along with government representatives, 
SEPA, various non-governmental organisations 
and our consultants as part of the public 
consultation process. The project along with  
its impacts and mitigation plans was presented  
to the public and all were given the opportunity 
to comment on the proposals and question the 
Company and the Government on all aspects  
of the proposed development. There was 
overall support for the project and the 
Company will continue its consultation with 
local people as the project moves into the 
implementation phase.

Early in July 2013 SEPA held a Technical 
Committee Hearing in Karachi to examine 
the technical aspects of the ESIA and to 
take on board concerns raised at the public 
hearing which was attended by the Company 
and its consultants along with government 
representatives. All the technical queries raised 
by the panel were addressed satisfactorily and 
the Company outlined how the Environmental 
Management Plan would be implemented and 
monitored through the life of the project.

Following these meetings SEPA has issued the 
No Objection Certificate giving formal approval 
for the ESIA in January 2014 which is another 
significant step towards mine development. 

Community and Consultation
In addition to the environmental 
characterisation of the site and its environs, a 
comprehensive social data gathering campaign 
is underway. Background information on 
local demography, village structure, local 
culture, resources and socioeconomics is 
being collected. In addition, an ongoing public 
consultation is underway, to gather the views 
and opinions of local stakeholders (both at a 
local and national level), and to disseminate 
information about the project.

Corporate Social Responsibility

Oracle Coalfields PLC is a responsible corporate entity,  
and is continuing to apply international best practice to  
the Thar project. The Company is aware of the key role it has 
to play in developing this pioneering project, in minimising  
the impact our operations can have on the natural and  
social environment and in creating opportunities for  
the local community.

As part of the resettlement process, which  
will occur in full consultation with the affected 
communities and Project Affected Peoples 
(PAPs), resettled communities will be given 
equivalent, alternative lands for their villages. 
Oracle intends to construct replacement 
villages, with full electricity, sanitation, and 
potable water supply, and culturally appropriate 
places of worship, with opportunities for a 
local market area. The exact design of the 
resettlement villages will be decided in 
consultation with the affected communities.

Oracle Social Development Initiatives
The Company has appointed a Community 
Liaison Officer (CLO) in 2012 to act as the local 
point of contact for stakeholders, and to receive 
information from, and disseminate information 
to local community members. The CLO will  
also act as an intermediary, to represent the 
interests of the local communities to Oracle. 
As part of the Company’s Corporate Social 
Responsibility (CSR) initiatives, a strategy 
is being developed to identify and support 
community development projects. This is 
an ongoing process and will continue as the 
project moves into implementation.

Benefits and Opportunities
Oracle is working with local groups to ensure 
that the Block VI project delivers sustainable 
benefits to the communities and an overall 
improvement in local living conditions, whilst 
also positively responding to the energy crisis 
in Pakistan. This project will result in direct 
and indirect benefits to the local communities. 
Direct benefits will include employment at the 
mine and power plant, whilst indirect benefits 
may include revenues generated by local supply 
of goods and services to the operations.

Resettlement
Community response has generally been 
positive, with an interest in the project, and 
the associated community benefits that it will 
deliver. Because of the location of the lignite 
seams, and the requirement for associated 
infrastructure, some relocation of local 
communities currently residing within the  
Block will be required.

The Thar Coal and Energy Board, Government  
of Sindh published an Interim Resettlement 
Policy Framework in September 2013 which  
sets out the formal mechanism for resettlement 
in Thar and is generally in line with international 
performance standards. 

A Resettlement Framework and Resettlement 
Action Plan (RAP) was prepared and submitted 
to SEPA in April 2014 as required under the ESIA 
approval. The RAP has been prepared in line 
with the Governments Interim Resettlement 
Framework Policy. The RAP has been prepared 
to ensure that the process is managed in 
line with best practice standards, and a full 
programme of consultation, specifically dealing 
with this issue, is being instigated. Communities 
will be resettled locally within the Block area. 
The next stage of the process will be to carry 
out a detailed land ownership survey of the 
mine and power plant areas to identify the 
land owners and their families, livestock, 
and agricultural assets prior to formal land 
acquisition procedures which will be instigated 
at the time of project implementation.

Oracle is working with  
local groups to ensure that 
the Block VI project delivers 
sustainable benefits to the 
communities, and an overall 
improvement in local living 
conditions, whilst also 
positively responding to the 
energy crisis in Pakistan.

Improvements and extension of  
the existing government primary 
schools in Block VI:

•  Training of literate male and female 
community members for teaching 

•  Extension of the building to  
support more students

•  Supply of stationery and other 
provisions

Bi-annual hygiene and healthcare 
awareness campaign in all 
communities

Setting up water filter systems  
in all communities

A compact link road to connect  
local villages and communities to  
the mine site access road proposed 
under project

Awareness campaign on methods 
to improve livestock health and 
productivity in all communities

BENEFITS & OPPORTUNITIES
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BOARD OF DIRECTORS SENIOR MANAGEMENT

Board of Directors  
and Senior Management

Simon Smith
Finance Manager

Mr Smith has background in finance from a twenty-five year career in Shell, in a variety of posts.  
He was Finance Director in Sierra Leone and in Egypt where he also deputised for the Chief 
Executive. He also worked in Shell’s M&A unit, particularly on the sale of Billiton, Shell’s Metals 
division, the sale of Shell’s agrochemical interests and Shell’s early expansion into eastern Europe. 
Latterly he headed up Group Finance HR. Mr Smith has an MA in Economics from Cambridge 
University and is a fellow of the Institute of Chartered Accountants in England and Wales. 

Adrian Loader 
Chairman

Mr Loader has extensive international experience with Royal Dutch Shell in strategy, business 
development, energy projects and new markets. He held regional responsibility for Shell Pakistan 
and, as President of Shell Canada, was responsible for Shell’s oil sands open-pit mining operations. 
He previously served on the boards of Shell Canada, Alliance-Boots and Candax Energy and 
Compton Petroleum, the last two as Chairman. Mr Loader is currently a Director of Holcim,  
Sherritt International and Alderon Iron Ore, as well as being a member of the International 
Advisory Board of Garda World. Mr Loader is a Fellow of the Chartered Institute of Personnel  
and Development and holds a Masters degree in History from Cambridge University.

Shahrukh Khan
Chief Executive Officer

Mr Khan was educated in the USA and UK. He was awarded a BA in Business administration and 
Economics at Richmond, the American International University in London. Mr Khan has project 
finance experience in the natural resource and infrastructure related sector, predominantly in 
the Middle East, South Asia and China. He has specialist expertise in large and complex projects, 
including project valuation and investment appraisal, feasibility studies and other project finance 
related services. 

The Board of Directors and the Senior Management are 
committed to ensuring we remain a great place to work and 
become an employer of choice where people are rewarded  
and recognised for their contribution and have the 
opportunity for new challenges and professional growth.

Roderick Stead
Non-executive Director

Mr Stead was awarded a BSc in Economics from the London School of Economics and is a qualified 
accountant, FCCA. He brings experience in a variety of management roles in the oil, gas, coal, 
mining and forestry industries in different environments. This includes Board experience in over 
16 companies with particular expertise in corporate governance issues, strategic business analysis 
and the management of major joint venture relationships. Mr Stead has extensive experience  
in project finance negotiations with investment banks, multilateral agencies, export credit 
agencies, commercial banks, law firms and accountants. 

Anthony Scutt
Senior Independent Director

Mr Scutt is a qualified Chartered Secretary and a Certified Internal Auditor with the US  
Institute of Internal Auditors. He has over 30 years of financial management experience  
with Shell International Petroleum and has worked in many parts of the world, including  
the Malagasy Republic, East and Central Africa, South Vietnam, Cambodia, the Philippines,  
Gabon and latterly as the Chief Internal Auditor of Shell UK. Mr Scutt then went on to become  
an investment analyst, writer and investor. Mr Scutt is a Non-executive Director of AIM-listed  
Starvest plc.

Brian Rostron
Mining and Contracts Manager

Mr Rostron is a Mining Engineer with over 30 years’ international experience and an expert on 
coal. He is a Chartered Engineer who has been responsible for the operational management of 
various coal mining companies with overall responsibility for production, financial performance, 
acquisitions and restructuring. Mr Rostron has previously worked with Miller Argent South Wales 
Ltd, H.J. Banks Mining, Scottish Coal Company, Coal Contractors Ltd as well as serving as the 
Director General the Confederation of UK Coal Producers and was a UK member of Eurocoal  
Executive Committee. 

Tony Everitt
Company Secretary 

Tony Everitt was awarded a BSc in Mathematics with Computer Science from Sussex University  
and went on to qualify as a Chartered Accountant in 1991. The next 10 years were spent gaining  
a wide range of accounting, taxation and auditing experience in an accountancy practice  
before being admitted as a partner in 2001. Utilising the business management skills attained,  
Tony left the partnership in 2005 to form his own accountancy practice where he continues  
to operate as a sole practitioner. 
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Company Information

Oracle Coalfields PLC is registered as a public company 
under English Law. Its shares are listed on the AIM  
market of the London Stock Exchange (AIM:ORCP).  
Oracle Coalfields PLC is incorporated and domiciled  
in England and its registered number is 05867160.

Design & Production
www.carrkamasa.co.uk
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