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6 June 2017
Kobe Li
ASX Compliance Pty Limited
Level 4 North Tower
525 Collins Street
Melbourne VIC 3000
By Email: Zheng.Li@asx.com.au
Dear Kobe,
ASX Appendix 5B Query
We refer to your letter (“ASX Letter”) to Freehill Mining Limited (“FHS” or the “Company”)
regarding the Company’s Appendix 5B for the quarter ended 31 March 2017 (“Appendix 5B”).
We respond to each of your queries as follows (adopting your numbering):
1. Does FHS expect that it will continue to have negative operating cash flows for the time
being and, if not, why not?
Surface and excavated exploration combined with surface geophysical survey have shown a
significant hard rock magnetite deposit at the Yerbas Buenas site. To exploit the hard rock
magnetite deposit, the Company has undertaken the following activities:
(a) development of a trial mining pit for the extraction of a bulk sample;
(b) lease a crushing plant for demonstration purposes;
(c) delivery of sample product to Compania Minera del Pacifico S.A (“CAPS”) for
evaluation;
(d) application to Sernageomin, the Chiliean mining authority, for expanded production to
40,000 tonnes per month;
(e) appointing consulting process engineer to evaluate, provide modelling and advise on
the configuration of plant and processes of the crushing plant referred to in
subparagraph (b) above; and
(f) execution of recommendations provided by the process engineer in relation to
reconfigurations to existing production lines in order to provide a higher capacity of
finished product.
Based on the above, the Company expects the demonstration plant to produce at increased
capacity with a target of achieving positive operating cash flows from July 2017.
2. Has FHS taken any steps, or does it propose to take any steps, other than the Debt
Raising, to raise further cash to fund its operations and, if so, what are those steps and
how likely does it believe that they will be successful?
As reported in the Appendix 5B, the Group has raised $350,000 in short-term financing.
Since then, the Company has successfully raised a further $520,000 on the same terms,
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making the total loan funds raised to $870,000 to cover its working capital requirements.
Further short-term financing is also currently being negotiated by management.
During March - April 2017, the Company’s Chilean subsidiary has successfully sold products
to CAPS and Melon S.A. In addition, CAPS have reaffirmed its ongoing commitment to
purchase product by renewing its purchase agreement with the Company’s Chilean
subsidiary.
As previously advised to the market, the Company is in active discussions with potential
customers with respect to the sale of product through off-take agreements. The Company
expects that such off-take agreements will include forward payments. The Company is
continuing negotiations with these potential customers and has every expectation that
sufficient funds will be raised to fund its operations, especially with the anticipated increase
in its production capacity.
The Company also has the capacity from time to time to secure additional investment for
the purposes of accelerating production to achieve greater cash flows.
3. Does FHS expect to be able to continue its operations and to meet its business
objectives and, if so, on what basis?
With the fund raising and anticipated revenues from the sale of hard rock iron ore referred
above, the Company anticipates to continue its current operations, including the activities
as follows:
(a) As advised in the Appendix 5B, a geophysical survey was commenced in the last
quarter. A decision has been made to develop the hard rock magnetite deposit
identified at surface using a demonstration crushing plant. A trial mining pit for the
extraction of a bulk sample hard rock magnetite has been developed. A demonstration
crushing plant was trialled with a modest production of magnetite concentrate product,
which the Company had sold to CAPS (approximately 1600 tonnes) and Melon
(approximately 1000 tonnes).
(b) As mentioned in the Appendix 5B and paragraph 2 above, the Company is in active
discussion with potential customers seeking to purchase product through off-take
agreements. These discussions are still ongoing.
(c) In May, the Company has undertaken certain reconfigurations to its existing crushing
circuit which was meant to deliver an estimated 4000 tonnes per month (but on actual
demonstration only 1200-1600 tonnes per month was produced). As part of the
reconfiguration, the Company has secured and is awaiting delivery of a tertiary crushing
circuit.
(d) In addition, a previously trialled crushing facility on site, the Carlos circuit, is being reactivated with the addition of a large jaw crusher to be used with the trial crushing
facility. The Carlos circuit is expected to be in place in mid-June and management
expects the Carlos circuit to deliver an increased level of output of iron ore product.
(e) The implementation of the plans set out in subparagraphs (c) and (d) will result in
production at an increased rate by end of June, and an anticipated sustainable increase
in cash flows from July 2017 (based on current iron ore prices).
(f) Complimentary to the Company’s production activities as described above, the
Company has submitted an application to Sernageomin, the Chilean mining authority
for the expanded production of 40,000 tonnes per month. The Company expects to be

For personal use only

granted such approval. The timing of receipt of such approval, whilst anticipated to be
received in the short-term, may impact future cash flows if delayed beyond July 2017.
(g) The Company is continuing its objective to establish a JORC resource from its mineral
sands deposit. However, it expects to achieve short-term production and positive cash
flows from the identified hard rock magnetite deposit at surface. The cash flows from
the exploitation of the hard rock are expected to more than satisfy the requirements to
continue operations and meet its business objectives. Surface and excavated
exploration combined with surface geophysical survey have shown a significant hard
rock magnetite deposit to the extent of which is sufficient to provide a short to medium
term confidence regarding production. However, the Company proposes to undertake a
drilling program to establish a JORC resource for the hard rock magnetite before the
end of year 2017.
On the basis of the above, the Company expects to meet its business objectives.
4. Please provide an explanation on the large discrepancy between the Intended Use of
Funds as disclosed in the Prospectus and the actual expenditures as reported in the
Appendix 5B. In particular, please explain the basis for why FHS spent $1,206,000 on
exploration and evaluation for the quarter ended 31 March 2017 where the Prospectus
provided nil amount for Exploration and Expansion.
As advised in the Appendix 5B, a geophysical survey has commenced in the last quarter as a
precursor to the Company’s iron sands drilling program. As a result of that, activities on the
iron sands prospect have been deferred until the survey is completed. Following the
acquisition of Freehill Investments Pty Ltd, it became evident to the Company that a
significant opportunity was available through the hard rock magnetite deposit evident at
surface. Given the Company’s general objective of early stage revenues, a decision has been
made to develop the hard rock magnetite deposit with a view to achieving near-term
positive cash flows.
The significant increase in exploration and evaluation expenditure has come about through
the relatively rapid evolution of the hard rock magnetite resource evident at surface. In that
regard, the Company has undertaken significant evaluation and consequential development
including:
(a) preparatory works necessary for trial mining activities, including drilling, blasting, and
pre-stripping of the mining area;
(b) development of a trial mining pit for the extraction of a bulk sample;
(c) lease a crushing plant for demonstration purposes;
(d) delivery of sample product to CAPS for evaluation;
(e) application to Sernageomin, the Chilean mining authority, for expanded production to
40,000 tonnes per month;
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(f) appointing consulting process engineer to evaluate, provide modelling and advise on
the configuration of plant and processes of the crushing plant referred to in
subparagraph (c) above;
(g) execution of recommendations provided by the consultant in relation to
reconfigurations to existing production lines in order to provide a capacity of an
estimated 28,000 tonnes per month of finished product; and
(h) the undertaking of geophysics works for sand drilling, which has also confirmed the
expected hard rock magnetite distribution.
While the investment in exploration and expansion has been expedited, the pursuit of hard
rock mining at surface was identified in the Company’s Prospectus. The Company sees the
exploitation of the hard rock mining as an opportunity for the Company to deliver near-term
value to the Company’s shareholders and on that basis this expenditure was incurred.
5. Please provide a detailed and itemised breakdown for the Exploration and Evaluation
Cash Outflow.
The table below details the itemised breakdown of the Company’s exploration and
expansion expenditure for the quarter ended 31 March 2017:
Legal and administrative

$32,022

Labour and related expenses

$195,792

Fuel

$73,217

Rental of equipment and machinery

$304,146

Repairs and maintenance

$95,915

Crushing circuit and related infrastructure

$394,520

Blasting expenses

$50,000

Geo, permit and laboratory

$34,834

Sundry

$25,554
Total

$1,206,000

6. Please provide any other information that FHS considers may be relevant to ASX
forming an opinion on whether FHS is in compliance with Listing Rule 12.2 (a listed
entity’s financial condition must, in ASX’s opinion, be adequate to warrant the
continued quotation of its securities and its continued listing).
As demonstrated in the response to paragraphs 2 and 3 above, the Company has every
expectation that sufficient cash flows will be generated to fund its operations and activities.
The Company considers that its financial condition is adequate to warrant the continued
quotation of its securities and its continued listing on ASX, and as such the Company is of
the view that it is in compliance with Listing Rule 12.2.
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7.

Please confirm that FHS is in compliance with Listing Rule 3.1 and that there is no
information about its financial condition that should be given to ASX in accordance with
that Rule that has not already been released to the market. In answering this question,
please also provide the identities of the Unnamed Parties in accordance with the
Listed@ASX Compliance Update issued on 25 July 2016.
The Company confirms that it is in compliance with the Listing Rule 3.1 and that there is no
information that should be given to ASX about its financial condition in accordance with
that rule.
With respect to the Unnamed Parties in the ASX Letter, the Company advises as follows:
In relation to the discussions with the “two overseas groups” and “a Chilean group”,
currently the discussions are incomplete negotiations and have yet to amount to any
binding agreements. The discussions do not presently amount to a material transaction.
The Company is committed to making further announcements once the negotiations have
finalised.
The reference to “a highly experienced and respected Chilean consulting metallurgical
engineer” reported in the Appendix 5B refers to Mr. Freddy Rojas Riveros. Mr. Freddy holds
a degree in civil metallurgical engineering from Universidad de Atacama, with over 15 years’
experience consulting various mining companies such as Vecchiola, Roble Mining, Desierto
de Hierro, Santa Marta Mining, Enami, SBX, Indeq Chile, CM Minerales Copiapo, and Minera
Santa Fe.

8. Please confirm that FHS’s responses to the questions above have been authorised and
approved in accordance with its published continuous disclosure policy or otherwise by
its board or an officer of FHS with delegated authority from the board to respond to
ASX on disclosure matters.
We confirm that the Company’s response to the questions above have been authorised by
an officer of the Company with delegated authority from the Board to respond to the ASX
Letter.
Yours faithfully,
Freehill Mining Limited

Stephen Chaplin
Chairman
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31 May 2017
Mr Joe Fekete
Company Secretary
Freehill Mining Limited

By email: joe@fmsoz.com.au
Dear Mr Fekete
Freehill Mining Limited (“FHS”): Appendix 5B Query
I refer to FHS’s Appendix 5B quarterly report for the period ended 31 March 2017 lodged with ASX Market
Announcements Platform on 1 May 2017 (the “Appendix 5B”).
ASX notes that FHS has reported:
negative net operating cash flows for the quarter of $1,983,000 including payment for exploration and
evaluation of $1,206,000 (“Exploration and Evaluation Cash Outflow”);
cash at the end of the quarter of $20,000; and
estimated cash outflows for the next quarter of $740,000.
Since the end of the quarter FHS has raised $350,000 in short term debt from private investors and a
further $400,000 may be raised subject to FHS’s needs (‘Debt Raising’).
in the quarterly activities report:
a. “The Company is actively involved in discussion with two overseas groups seeking
product through off-take agreements. As part of the discussion they have indicated a
willingness to support development of our production capacity through provision of
capital and forward payment for product. These discussions are ongoing and market will
be advised of more details once contracts are finalised.”
b. “A Chilean group has expressed interest in becoming involved in the magnetite project
through the supply of crushing and processing equipment to enable expanded
production. These discussions are ongoing and the market will be advised of more details
once contracts are finalised.”
c. “A highly experienced and respected Chilean consulting metallurgical engineer who
specialises in iron ore plant design has been engaged to assist with various design
activities associated with the cursing and magnetic separation demonstration plant.”
(together, the bold and underlined “Unnamed Parties”)
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ASX also refer to FHS’s replacement prospectus dated 7 November 2016 released on ASX market
announcements platform on 12 January 2017 (“Prospectus”) in connection with its application fort admission
to the official list dated 26 October 2016 (“Admission to the Official List”).
ASX notes that FHS raised $4.02 million under the Prospectus and on page 36 of the Prospectus, it is stated
that FHS intended to apply funds raised under the Prospectus based on minimum subscription of $4 million
as follows:
Expenses of the offer: $514,498;
Loan repayments: $1,512,590;
Exploration & Expansion: Nil;
Drilling program: $350,000; and
Working capital: $1,622,912.

(together, “Intended Use of Funds”)
It is possible to conclude, based on the information in the Appendix 5B that if FHS were to continue to expend
cash at the rate indicated by the Appendix 5B, FHS may not have sufficient cash to continue funding its
operations. In view of that, ASX asks FHS to respond separately to each of the following questions and
requests for information:
1.

Does FHS expect that it will continue to have negative operating cash flows for the time being and, if
not, why not?

2.

Has FHS taken any steps, or does it propose to take any steps, other than the Debt Raising, to raise
further cash to fund its operations and, if so, what are those steps and how likely does it believe that
they will be successful?

3.

Does FHS expect to be able to continue its operations and to meet its business objectives and, if so, on
what basis?

4.

Please provide an explanation on the large discrepancy between the Intended Use of Funds as
disclosed in the Prospectus and the actual expenditures as reported in the Appendix 5B. In particular,
please explain the basis for why FHS spent $1,206,000 on exploration and evaluation for the quarter
ended 31 March 2017 where the Prospectus provided nil amount for Exploration and Expansion.

5.

Please provide a detailed and itemised breakdown for the Exploration and Evaluation Cash Outflow.

6.

Please provide any other information that FHS considers may be relevant to ASX forming an opinion
on whether FHS is in compliance with Listing Rule 12.2 (a listed entity’s financial condition must, in
ASX’s opinion, be adequate to warrant the continued quotation of its securities and its continued
listing).

7.

Please confirm that FHS is in compliance with Listing Rule 3.1 and that there is no information about
its financial condition that should be given to ASX in accordance with that Rule that has not already
been released to the market. In answering this question, please also provide the identities of the
Unnamed Parties in accordance with the Listed@ASX Compliance Update issued on 25 July 2016, which
can be found via the below link:
http://www.asx.com.au/resources/newsletters/listed_at_asx/listed-at-asx-20160725_0716.html
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8.

Please confirm that FHS’s responses to the questions above have been authorised and approved in
accordance with its published continuous disclosure policy or otherwise by its board or an officer of
FHS with delegated authority from the board to respond to ASX on disclosure matters.

When and where to send your response
This request is made under, and in accordance with Listing Rule 18.7. Your response is required as soon as
reasonably possible and, in any event, by not later than 9.30am AEST on 5 June 2017. If we do not have your
response by then, ASX will have no choice but to consider suspending trading in FHS’s securities under Listing
Rule 17.3.
You should note that if the information requested by this letter is information required to be given to ASX
under Listing Rule 3.1 and it does not fall within the exceptions mentioned in Listing Rule 3.1A, FHS’s
obligation is to disclose the information “immediately”. This may require the information to be disclosed
before the deadline set out in the previous paragraph.
ASX reserves the right to release a copy of this letter and your response on the ASX Market Announcements
Platform under Listing Rule 18.7A. Accordingly, your response should be in a form suitable for release to the
market.
Your response should be sent to me by e-mail. It should not be sent directly to the ASX Market
Announcements Office. This is to allow me to review your response to confirm that it is in a form appropriate
for release to the market, before it is published on the ASX Market Announcements Platform.
Listing Rule 3.1
Listing Rule 3.1 requires a listed entity to give ASX immediately any information concerning it that a
reasonable person would expect to have a material effect on the price or value of the entity’s securities.
Exceptions to this requirement are set out in Listing Rule 3.1A.
In responding to this letter, you should have regard to FHS’s obligations under Listing Rules 3.1 and 3.1A and
also to Guidance Note 8 Continuous Disclosure: Listing Rules 3.1 – 3.1B.
It should be noted that FHS’s obligation to disclose information under Listing Rule 3.1 is not confined to, nor
is it necessarily satisfied by, answering the questions set out in this letter.
Trading halt
If you are unable to respond to this letter by the time specified above, you should discuss with us whether it
is appropriate to request a trading halt in FHS’s securities under Listing Rule 17.1.
If you wish to request a trading halt, you must tell us:
the reasons for the trading halt;
how long you want the trading halt to last;
the event you expect to happen that will end the trading halt;
that you are not aware of any reason why the trading halt should not be granted; and
any other information necessary to inform the market about the trading halt, or that we ask for.
We may require the request for a trading halt to be in writing. The trading halt cannot extend past the
commencement of normal trading on the second day after the day on which it is granted.
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You can find further information about trading halts in Guidance Note 16 Trading Halts & Voluntary
Suspensions.
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If you have any queries or concerns about any of the above, please contact me immediately.
Yours sincerely,
[sent electronically without signature]
Kobe Li
Senior Adviser Listings Compliance (Melbourne)
P: 03 9617 8772
E: zheng.li@asx.com.au
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