
THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

If you are in any doubt as to the course of action to be taken, you should consult your stockbroker, bank manager, solicitor, accountant 
or other professional adviser immediately.

Bursa Malaysia Securities Berhad takes no responsibility for the contents of this Circular, makes no representation as to its accuracy or 
completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any 
part of the contents of this Circular.

The Securities Commission Malaysia (“SC”) has approved the Proposals (as defined herein) as contained in this Circular. The approval 
of the SC should not be taken to indicate that the SC recommends the Proposals or assumes responsibility for the correctness of any 
statement made or opinion or report expressed in this Circular. The SC has not, in any way, considered the merits of the Proposals.

The SC is not liable for any non-disclosure on the part of Reach Energy Berhad (“Reach Energy”) and takes no responsibility for the 
contents of this Circular, makes no representation as to its accuracy or completeness, and expressly disclaims any liability whatsoever 
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this Circular. 

Our Company will not be obliged to process your request for repurchase of your Relevant Shares (as defined herein) UNLESS the
procedures and requirements as set out in Section 18 of this Circular are strictly complied with.

REACH ENERGY BERHAD
(Company No.: 1034400-D) 

(Incorporated in Malaysia under the Companies Act, 1965) 

CIRCULAR TO SHAREHOLDERS  
IN RELATION TO THE 

(I) PROPOSED ACQUISITION BY REACH ENERGY VENTURES SDN BHD, A WHOLLY-OWNED 
SUBSIDIARY OF REACH ENERGY BERHAD OF: 

(A) 60% EQUITY INTEREST IN PALAEONTOL B.V., A WHOLLY-OWNED SUBSIDIARY OF 
PALAEONTOL COOPERATIEF U.A. WHICH IN TURN IS AN INDIRECT WHOLLY-OWNED 
SUBSIDIARY OF MIE HOLDINGS CORPORATION (“MIEH”); AND  

(B) 60% OF THE SHAREHOLDER LOANS (AS DEFINED IN THIS CIRCULAR) FROM MIEH, 

FOR A TOTAL CASH CONSIDERATION OF USD154,889,000, SUBJECT TO ADJUSTMENTS; AND 

(II) PROPOSED PLACEMENT OF NEW ORDINARY SHARES OF RM0.01 EACH IN REACH ENERGY TO 
RAISE GROSS PROCEEDS OF UP TO RM180.0 MILLION 

AND 
NOTICE OF EXTRAORDINARY GENERAL MEETING 

Joint Principal Advisers

International Financial Adviser

BNP PARIBAS Capital (Malaysia) Sdn Bhd
(Company No. 247454-M)

Should you be unable to attend the Extraordinary General Meeting (“EGM”), you may appoint a proxy or proxies to attend and vote on your 
behalf. If you wish to do so, you must complete, sign and deposit the enclosed Form of Proxy in accordance with the instructions contained in it,
at Symphony Share Registrars Sdn Bhd’s office at Level 6, Symphony House, Pusat Dagangan Dana 1, Jalan PJU 1A/46, 47301 Petaling Jaya, 
Selangor Darul Ehsan not less than 48 hours before the time set for the EGM or any adjournment thereof. The lodging of the Form of Proxy will 
not preclude you from attending and voting in person at the EGM should you subsequently decide to do so.
Date and time of EGM : Friday, 4 November 2016 at 3.30 p.m.
Venue of EGM : Banquet Hall, Level 1, TPC Kuala Lumpur (formerly known as 

Kuala Lumpur Golf & Country Club (KLGCC)), 10, Jalan 1/70D, 
Bukit Kiara, 60000 Kuala Lumpur, Malaysia

Last day and time for lodging of the Form of Proxy : Wednesday, 2 November 2016 at 3.30 p.m.
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RAISE GROSS PROCEEDS OF UP TO RM180.0 MILLION 

AND 
NOTICE OF EXTRAORDINARY GENERAL MEETING 

Joint Principal Advisers

International Financial Adviser

BNP PARIBAS Capital (Malaysia) Sdn Bhd
(Company No. 247454-M)

Should you be unable to attend the Extraordinary General Meeting (“EGM”), you may appoint a proxy or proxies to attend and vote on your 
behalf. If you wish to do so, you must complete, sign and deposit the enclosed Form of Proxy in accordance with the instructions contained in it,
at Symphony Share Registrars Sdn Bhd’s office at Level 6, Symphony House, Pusat Dagangan Dana 1, Jalan PJU 1A/46, 47301 Petaling Jaya, 
Selangor Darul Ehsan not less than 48 hours before the time set for the EGM or any adjournment thereof. The lodging of the Form of Proxy will 
not preclude you from attending and voting in person at the EGM should you subsequently decide to do so.
Date and time of EGM : Friday, 4 November 2016 at 3.30 p.m.
Venue of EGM : Banquet Hall, Level 1, TPC Kuala Lumpur (formerly known as 

Kuala Lumpur Golf & Country Club (KLGCC)), 10, Jalan 1/70D, 
Bukit Kiara, 60000 Kuala Lumpur, Malaysia

Last day and time for lodging of the Form of Proxy : Wednesday, 2 November 2016 at 3.30 p.m.

This Circular is dated 13 October 2016



































































 

5 
 

 
(2) The Exploration Contract is renewable upon expiry, subject to the terms and conditions to 

be negotiated with the MOE. Since the granting of the Exploration Contract in June 2000 
for a five-year term, it has been extended five times as follows: 

 
Extension of the Exploration Contract Term Expiry date 
Extension 1 – Addendum No. 2 dated 10 

September 2004 
2 years 9 July 2007 

Extension 2 – Addendum No. 4 dated 23 
February 2007 

2 years 9 July 2009 

Extension 3 -  Addendum No. 5 dated 24 June 
2008 

3 years and 6 
months 

9 January 2013 

Extension 4 -  Addendum No. 10 dated 8 
September 2012 

2 years 9 January 2015 

Extension 5 – Addendum No. 11 dated 26 
December 2014 

2 years 9 January 2017 

 
Emir-Oil has submitted its application to the MOE on 5 February 2016 to initiate the 
process to further extend the term of the Exploration Contract for a period of four years. 
The application is currently being processed by the MOE. Emir-Oil expects to execute 
the addendum for the extension of the Exploration Contract by end 2016. 
 

The map below shows the outlines of the Emir-Oil Concession Block:  
 

 
 
  Further information of the Emir-Oil Concession Block is set out in Section 3 of this Circular. 
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The annual budget and work plan (including any annual work program and budget under any 
contracts) is one of the Reserved Matters set out in the SHA and the proposed approval process for 
annual budget and work plan is set out below:

The AFE shall: 

A. identify the corresponding operation by specific 
reference to the applicable line items in the 
work plan and budget; 

B. contain the Palaeontol B.V. Group’s best 
estimate of the total commitments and 
expenditures required to carry out such 
operation; 

C. provide a forecast schedule of commitments 
and expenditures, if known; and 

D. be accompanied by such other supporting 
information as is necessary for an informed 
decision, or as may be requested by the 
management board of Emir-Oil.

If Yes

Prior to incurring any such commitment / 
expenditure, the General Director and the 
Finance and Commercial Manager shall 
jointly prepare a draft AFE and submit the 
same to the management board of Emir-
Oil for approval. The management board 
of Emir-Oil may approve or reject the 
draft within 10 days from the receipt of 
such draft.

6

Management board of Emir-Oil rejects AFE

Work proceeds in 
accordance with the work 
plan and annual budget

Management board 
approves AFE

A
ut

ho
ris

at
io

n 
fo

r e
xp

en
di

tu
re

 (“
A

FE
”)

Does the annual budget and work plan involve any commitment or expenditure in relation to (i) 
drilling, including side track (ii) facility expansion (iii) construction of new oil and gas pipelines 

or (iv) workover in excess of USD3 million?

COMMITMENT / 
EXPENDITURE IS 

APPROVED 

If No

No later than 15 July each year (or on 
such other time as agreed by the 
shareholders of Palaeontol B.V. 

(“Shareholders”))

The Palaeontol 
B.V. Board 

approves the 
draft annual 

budget / work 
plan

If the new budget / work plan involves any changes to subsoil use 
operations under the initial work program (or its latest addendum) 
contained in the Production Contracts, such changes shall be submitted 
by Emir-Oil to the Kazakhstan authorities for approval and subsequently 
incorporated into the Production Contracts as an addendum.

No later than 1 December each year

EXISTING BUDGET 
/ WORK PLAN TO 

CONTINUE

Submission of the annual budget and work plan to Kazakhstan 
authorities by Emir-Oil (if required)

If the Shareholders are unable to agree on 
annual budget and work plan by 1 
December; 

OR

If the Shareholders fail to agree on the 
annual budget or work plan within three 
weeks of the submission of the draft annual 
budget or work plan or, as appropriate, any 
further information supplied.

No later than 5 August each 
year

Approval of the annual 
budget and work plan by the 

Palaeontol B.V. Board

3
Preparation of the draft 
annual budget and work 

plan by the General 
Director for the coming 

financial year

1

A
nn

ua
l b
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ge

t a
nd

 w
or

k 
pl

an

No later than 30 October each year 
Shareholders may request further 
information on the budget / work plan and 
shall use reasonable endeavours to reach 
agreement on the same.

Tabling of the annual budget and 
work plan to the Shareholders at a

general meeting

Approval of the finalised budget 
and work plan by the Shareholders

5

Annual budget and work plan approval process work flow

4

Please refer to “Monthly cash 
call approval process work 

flow”

NEW ANNUAL BUDGET / 
WORK PLAN ADOPTED
Upon obtaining approval of the 

annual budget and work plan, the 
General Director and Finance and 

Commercial Manager to jointly 
determine whether a cash call is 

required.

If cash call is required

If
Kazakhstan 
authorities 
reject the 

annual draft 
budget / 

work plan 

The Palaeontol B.V. Board rejects the draft annual 
budget / work plan

Submission to the Palaeontol B.V. 
Board for approval, as recommended 
by the management board of Emir-Oil

2

Q
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2.2 Details of the Proposed Placement

The Proposed Placement will entail the issuance of new Reach Energy Shares to raise gross 
proceeds of up to RM180.0 million to address the potential cash shortfall in the event our Company 
utilises the monies in the Islamic Trust Account to fund the Maximum Share Repurchase. 

 
Under the 25% Dissenting Shareholders Scenario, the proceeds from the Proposed Placement of up 
to RM180.0 million are intended to be used mainly to settle the Remaining Completion Amount and 
partial payment of the Deferred Consideration. The final size of the Proposed Placement will depend 
on the amount represented by the Shares held by the Dissenting Shareholders required to be 
repurchased by us.

Under the No Dissenting Shareholder Scenario, our Company will have sufficient funds in the 
Islamic Trust Account to settle the entire Adjusted Purchase Consideration. Under the terms of the 
SPA, our Company has the flexibility to settle the Deferred Consideration within 12 months from the 
completion of the Proposed Acquisition without any interest charges. Due to such deferred payment 
arrangement, we intend to use the remaining trust monies for our CAPEX requirement in 2016 of 
about USD17.2 million (or equivalent to about RM71.1 million), being the amount attributable to our 
Company’s 60% equity interest in Palaeontol B.V. Accordingly, our Company intends to raise only 
up to RM68.0 million to address the short term cash flow requirement of our enlarged Group and 
partially pay the Deferred Consideration.  

Cash call proposal approved by the Palaeontol B.V. 
Board, or the Palaeontol B.V. Board takes no action 

within 10 days of the proposed cash call being put to it 
(deemed approval)

The Palaeontol B.V. Board sends a written cash call request to each Shareholder for advancement 
and, if the Palaeontol B.V. Board so requests, each Shareholder shall advance its share of estimated 
cash requirements in proportion to its holding of Palaeontol B.V. shares for the succeeding month's 

operations.

3

The proposal will include details of the purpose of the cash call and make reference to the appropriate parts in the budget 
and work plan. For informational purposes the cash call shall also contain an estimate of the funds required for the 

succeeding two months detailed by the categories designated in the approved budget and work plan.

Monthly cash call approval process work flow

General Director and Finance and Commercial Manager to jointly prepare a cash call proposal, to be 
submitted to the Palaeontol B.V. Board monthly, not less than 15 days before the payment due date.

1

The Palaeontol B.V. Board will set the due date for payment by the Shareholders, such date being no sooner than the first 
business day of the month for which the advances are required.

Cash call proposal approved by the Palaeontol B.V. Board 

2

Each Shareholder to wire-transfer its share of the full amount of each cash call to 
Palaeontol B.V. and / or Emir-Oil (as applicable) on or before the due date set by the 

Palaeontol B.V. Board.

The Palaeontol B.V. Board rejects 
cash call proposal 
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Tax Description 

Corporate income tax 
 

Presently, the corporate income tax rate in Kazakhstan is 20.0%.  

Value added tax 
 

Crude oil, natural gas and gas condensate sold within the territory of 
Kazakhstan are subject to 12.0% value added tax. 
 

 
(Source: Frost & Sullivan) 
 
The salient terms of the Production Contracts and Exploration Contract are set out in Appendix IV of 
this Circular.  

 
3.2  Location and geology 
 

The Emir-Oil Concession Block is located in the Mangystau Oblast about 40 km northeast of the City 
of Aktau which is Kazakhstan’s largest sea-port on the Caspian Sea coast. The hydrocarbon 
Reserves of the Emir-Oil Concession Block are located within the articulation zone of the proven oil 
field region in the prolific Mangyshlak Basin adjacent to other producing fields such as Zhetybay, 
Uzen and Tenge. The Mangyshlak Basin is part of the four main hydrocarbon provinces of 
Kazakhstan, a country ranked amongst the top 12 hydrocarbon Reserves holders globally (Source: 
Frost & Sullivan).  
 
The location of the Emir-Oil Concession Block is shown in the map below:  
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The existing logistics from the Producing Fields and Development Fields to Aktau Port (for oil) or 
Aktau city (for gas) are shown in the diagram below: 
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The future logistics from the Producing Fields and Development Fields to the new CPF connected to 
the KTO trunkline (for oil) or KTG trunkline (for gas) are shown in the diagram below: 

 

 
 
3.7 Key operating data 
 

The sales and production volume of the Producing Fields as well as the financial performance of the 
Palaeontol B.V. Group for the past three FYEs 31 December 2013 to 2015 and FPE 30 June 2016 
are as follows: 

 
 FYE 31 December FPE 30 June 

2016  2013 2014 2015 
Sales volume     
Crude oil (MMbbl) 1.56 1.88 1.09 0.66 
- Export sales 1.28 1.44 0.96 0.62 
- Domestic sales 0.28 0.44 0.13 0.04 
Gas (MMscf) 1,661.58 1,954.38 2,001.15 945.28 
     
Net annual production volume     
Crude oil (MMbbl) 1.58 1.90 1.25 0.60 
Gas (MMscf) 1,812.44 2,146.48 2,150.78 1,039.16 
Total (MMboe) 1.88 2.26 1.61 0.77 
     
Average daily net production     
Crude oil (bbl) 4,320 5,201 3,412 3,296 
Gas (MMscf) 5.00 5.88 5.89 5.71 
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