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ENTITLEMENT ISSUE PROSPECTUS

For a renounceable entitlement issue of one (1) Share for every nine (9) Shares held by
those Shareholders registered at the Record Date at an issue price of $0.007 per Share to
raise up to $3,603,964 (based on the number of Shares on issue as at the date of this
Prospectus) together with one (1) free attaching Option (New Option) for every two (2)
Shares subscribed for and issued (Offer).
The Offer is partially underwritten by Mahe Capital Pty Ltd (Underwriter). Refer to Section
8.4 for details regarding the terms of the Underwriting Agreement. Mahe Capital Pty Ltd
are also acting as Lead Manager to the Offer.
IMPORTANT NOTICE
This document is important and should be read in its entirety. If after reading this
Prospectus you have any questions about the securities being offered under this
Prospectus or any other matter, then you should consult your stockbroker, accountant or
other professional adviser.
The Securities offered by this Prospectus should be considered as speculative.
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2.

TIMETABLE
Lodgement of Prospectus with the ASIC

Monday, 20 April 2020

Lodgement of Prospectus & Appendix 3B with ASX

Monday, 20 April 2020

Ex date

Thursday, 23 April 2020

Rights quoted on a deferred settlement basis from
market open

Thursday, 23 April 2020

Record Date for determining Entitlements
Prospectus sent out to Shareholders & Company
announces this has been completed, deferred
settlement trading in rights ends at close of trading
Rights trading ends at close of trading
Shares quoted on a deferred settlement basis

Friday, 24 April 2020
Tuesday, 28 April 2020

Tuesday, 5 May 2020
Wednesday, 6 May 2020

Last date for the Closing Date to be extended

Thursday, 7 May 2020

Closing Date*

Tuesday, 12 May 2020

Announcement of results of issue

Thursday,14 May 2020

Issue date/Shares entered into Shareholders’ security
holdings/Appendix 2A released/Deferred settlement
trading ends

Monday, 18 May 2020

Quotation of Shares and New Options issued under
the Offer*

Tuesday, 19 May 2020

*The Directors may extend the Closing Date by giving at least 3 Business Days’ notice to
ASX prior to the Closing Date. As such the date the Shares are expected to commence
trading on ASX may vary.
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3.

IMPORTANT NOTES
This Prospectus is dated 20 April 2020 and was lodged with the ASIC on that date.
The ASIC, ASX and their respective officers take no responsibility for the contents
of this Prospectus or the merits of the investment to which this Prospectus relates.
No Securities may be issued on the basis of this Prospectus later than 13 months
after the date of this Prospectus.
No person is authorised to give information or to make any representation in
connection with this Prospectus, which is not contained in the Prospectus. Any
information or representation not so contained may not be relied on as having
been authorised by the Company in connection with this Prospectus.
It is important that investors read this Prospectus in its entirety and seek professional
advice where necessary. The Securities the subject of this Prospectus should be
considered highly speculative.
Applications for Securities offered pursuant to this Prospectus can only be
submitted on an original Entitlement and Acceptance Form or Shortfall
Application Form.
This Prospectus is a transaction specific prospectus for an offer of continuously
quoted securities (as defined in the Corporations Act) and has been prepared in
accordance with section 713 of the Corporations Act. It does not contain the
same level of disclosure as an initial public offering prospectus. In making
representations in this Prospectus regard has been had to the fact that the
Company is a disclosing entity for the purposes of the Corporations Act and
certain matters may reasonably be expected to be known to investors and
professional advisers whom potential investors may consult.

3.1

Risk factors
Potential investors should be aware that subscribing for Securities in the Company
involves a number of risks. The key risk factors of which investors should be aware
are set out in Section 7. These risks together with other general risks applicable to
all investments in listed securities not specifically referred to, may affect the value
of the Shares in the future. Accordingly, an investment in the Company should be
considered highly speculative. Investors should consider consulting their
professional advisers before deciding whether to apply for Shares pursuant to this
Prospectus.

3.2

Forward-looking statements
This Prospectus contains forward-looking statements which are identified by words
such as ‘may’, ‘could’, ‘believes’, ‘estimates’, ‘targets’, ‘expects’, or ‘intends’ and
other similar words that involve risks and uncertainties.
These statements are based on an assessment of present economic and
operating conditions, and on a number of assumptions regarding future events
and actions that, as at the date of this Prospectus, are expected to take place.
Such forward-looking statements are not guarantees of future performance and
involve known and unknown risks, uncertainties, assumptions and other important
factors, many of which are beyond the control of our Company, the Directors and
our management.
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The Company cannot and do not give any assurance that the results,
performance or achievements expressed or implied by the forward-looking
statements contained in this prospectus will actually occur and investors are
cautioned not to place undue reliance on these forward-looking statements.
The Company has no intention to update or revise forward-looking statements, or
to publish prospective financial information in the future, regardless of whether
new information, future events or any other factors affect the information
contained in this prospectus, except where required by law.
These forward looking statements are subject to various risk factors that could
cause our actual results to differ materially from the results expressed or
anticipated in these statements. These risk factors are set out in Section 7.
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4.

DETAILS OF THE OFFER

4.1

The Offer
The Offer is being made as a renounceable entitlement issue of one (1) Share for
every nine (9) Shares held by Shareholders registered at the Record Date at an
issue price of $0.007 per Share together with one (1) New Option (exercisable at
$0.02 on or before the second anniversary of the date of issue for every two (2)
Shares subscribed for and issued). Fractional entitlements will be rounded up to
the nearest whole number.
Based on the capital structure of the Company as at the date of this Prospectus
and assuming all Entitlements are accepted, a maximum of 514,852,045 Shares
and 257,426,023 New Options will be issued pursuant to this Offer to raise up to
$3,603,964. No funds will be raised from the issue of the New Options.
As at the date of this Prospectus the Company has 638,448,934 Options,
103,783,678 Warrants and 108,000,000 Convertible Notes on issue all of which may
be exercised prior to the Record Date in order to participate in the Offer. Please
refer to Section 5.4 for information on the exercise price and expiry date of the
Options and Warrants on issue.
All of the Shares offered under this Prospectus will rank equally with the Shares on
issue at the date of this Prospectus. Please refer to Section 6.1 for further
information regarding the rights and liabilities attaching to the Shares.
All of the New Options offered under this Prospectus will be issued on the terms
and conditions set out in Section 6.2. Subject to meeting the requirements of the
ASX Listing Rules, the Company will apply for quotation of the New Options.
The purpose of the Offer and the intended use of funds raised are set out in Section
5.1.

4.2

What Eligible Shareholders may do
The number of Shares to which Eligible Shareholders are entitled is shown on the
accompanying personalised Entitlement and Acceptance Form. Eligible
Shareholders may:
(a)

take up all of their Entitlement (refer to Section 4.3);

(b)

take up all of their Entitlement and apply for Shares under the Shortfall
Offer (Section 4.4);

(c)

sell all of their Entitlement on ASX (refer to Section 4.4);

(d)

take up a proportion of their Entitlement and sell the balance on ASX
(refer to Section 4.6);

(e)

take up a proportion of their Entitlement and allow the balance to lapse
(refer to Section 4.7);

(f)

sell all or a proportion of their Entitlement other than on ASX (refer to
Section 4.8); or

(g)

allow all or part of their Entitlement lapse (refer to Section 4.9).
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4.3

Taking up all of your Entitlement
Should you wish to accept all of your Entitlement, then applications for Shares
under this Prospectus must be made on the Entitlement and Acceptance Form
which accompanies this Prospectus and completing a BPAY® or EFT payment, in
accordance with the instructions referred to in this Prospectus and on the
Entitlement and Acceptance Form. Please read the instructions carefully.
If you wish to pay via BPAY® or EFT you must follow the personalised instructions in
your Entitlement and Acceptance Form. Make sure that you use the specific Biller
Code and unique Customer Reference Number (CRN) on your personalised
Entitlement and Acceptance Form. You do not need to return a completed
Entitlement and Acceptance Form but are taken to have made the declarations
in the Entitlement and Acceptance Form and the representations outlined below
in Section 4.10. If you have more than one shareholding of Shares and
consequently receive more than one Entitlement and Acceptance Form, when
taking up your Entitlement in respect of one of those Shareholdings only use the
CRN specific to that Shareholding as set out in the applicable Entitlement and
Acceptance Form. Do not use the same CRN for more than one of your
Shareholdings. This can result in your Application Monies being applied to your
Entitlement in respect of only one of your Shareholdings (with the result that any
application in respect of your remaining Shareholdings will not be valid).
You should be aware that your own financial institution may implement earlier cutoff times with regard to electronic payment, and you should therefore take this
into consideration when making payment. It is your responsibility to ensure that
funds submitted through BPAY® are received by 4:00pm (AEST) on the Closing
Date.
The Company shall not be responsible for any postal or delivery delays or delay in
the receipt of the BPAY® payment.

4.4

Taking up all of your Entitlement and applying for Shares under the Shortfall Offer
Should you wish to accept all of your Entitlement and apply for Shares under the
Shortfall Offer, then applications for Shares under this Prospectus must be made
on the Entitlement and Acceptance Form which accompanies this Prospectus or
by completing a BPAY® or EFT payment, in accordance with the instructions
referred to in this Prospectus and on the Entitlement and Acceptance Form.
Please read the instructions carefully.

4.5

Selling all your Entitlement on ASX
The Entitlements under the Offer are renounceable which means that all or part
of an Eligible Shareholder’s rights to subscribe for Shares under the Offer may be
traded on ASX. If you wish to sell all of your Entitlement on ASX, provide instructions
to your stockbroker regarding the Entitlement you wish to sell on ASX. Trading of
Entitlements will commence on ASX on 23 April 2020 and will cease on 5 May 2020.
There is no guarantee that an Eligible Shareholder will be able to sell all or any part
of their Entitlement on ASX or that any particular price will be paid for the
Entitlements sold on ASX.

4.6

Taking up a proportion of your Entitlement and selling the balance on ASX
If you wish to take up only part of your Entitlement, complete the accompanying
personalised Entitlement and Acceptance Form for the number of Shares you wish
6

to take up and follow the steps in Section 4.3, or make a payment by BPAY in
accordance with Section 4.12.
Subsequently, provide instructions to your stockbroker regarding the proportion of
your Entitlement you wish to sell on ASX.
4.7

Taking up a proportion of your Entitlement and allowing the balance to lapse
If you wish to take up only part of your Entitlement and allow the balance to lapse,
complete the accompanying personalised Entitlement and Acceptance Form for
the number of Shares you wish to take up and follow the steps in Section 4.3. If you
take no further action, the balance of your Entitlement will lapse and you will have
forfeited any potential benefit to be gained from taking up or selling that part of
your Entitlement.

4.8

Selling all or a proportion of your Entitlement other than on ASX
You may elect to transfer all or a proportion of your Entitlement to another person
other than on ASX. If the purchaser of your Entitlement is an Ineligible Shareholder
or a person that would be an Ineligible Shareholder if they were a registered
holder of Shares, that purchaser will not be able to take up the Entitlement they
have purchased.
If you are a shareholder on the issuer sponsored subregister and you wish to
transfer all or a proportion of your Entitlement to another person other than on
ASX, forward a completed standard renunciation and transfer form (obtainable
from the Share Registry) and the applicable transferee's payment receipt for the
Shares they wish to subscribe for to the Share Registry (by email to
corporate.actions@automicgroup.com.au at any time after the issue of this
Prospectus and on or before the Closing Date) in accordance with the details set
out in the Entitlement and Acceptance Form.
If you wish to transfer all or a proportion of your Entitlement to or from another
person on the CHESS subregister you must engage your CHESS controlling
participant (usually your stockbroker). If the transferee wants to exercise some or
all of the Entitlement, you should follow your stockbroker's instructions as to the
most appropriate way to take up the Entitlement on their behalf. The Application
Monies for Shares the transferee of the Entitlement wants to acquire must be
received by Share Registry in accordance with Section 4.3.

4.9

Allow all or part of your Entitlement to lapse
Shareholders should be aware that their Entitlement may have value. Entitlement
are renounceable, which enable Eligible Shareholders who do not wish to take up
part or all of their Entitlement to seek to sell or trade all or some of their Entitlement
on ASX.
If you do not wish to accept or trade any part of your Entitlement, you are not
obliged to do anything. If you do not take up your Entitlement or dispose of your
Entitlement by the Closing Date, the Offer to you will lapse.
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4.10

Implications of an acceptance
Returning a completed Entitlement and Acceptance Form or paying any
Application Monies by BPAY® or EFT will be taken to constitute a representation by
you that:

4.11

(a)

you have received a copy of this Prospectus and the accompanying
Entitlement and Acceptance Form, and read them both in their entirety;

(b)

you acknowledge that once the Entitlement and Acceptance Form is
returned, or a BPAY® or EFT payment instruction is given in relation to any
Application Monies, the application may not be varied or withdrawn
except as required by law.

Minimum subscription
On the basis that the Offer is partially underwritten by the Underwriter to
$1,500,000, the minimum subscription under the Offer is $1,500,000. No Securities
will be issued until the minimum subscription has been received.
If the minimum subscription is not achieved within 4 months after the date of issue
of this Prospectus, the Company will either repay the Application Monies to the
Applicants or issue a supplementary prospectus or replacement prospectus and
allow Applicants one month to withdraw their Application and be repaid their
Application Monies.

4.12

Payment by BPAY® or EFT
If paying by BPAY – available to Australian registered Eligible Shareholders:
To accept your entitlement and pay via BPAY, you should:
(a)

read this Prospectus and the Entitlement and Acceptance Form in their
entirety and seek appropriate professional advice if necessary; and

(b)

make your payment via BPAY for the number of Shares you wish to
subscribe for (being the Rights Issue offer price of $0.007 per Share
multiplied by the number of Shares for which you are accepting your
Entitlement plus any additional Shares from the Shortfall) so that it is
received no later than 4:00pm (EST) on the Closing Date, or such later
date as the Company may specify.

You can only make a payment via BPAY if you hold an account with an Australian
financial institution.
If you choose to pay via BPAY you are not required to submit the Entitlement and
Acceptance Form.
If your BPAY payment is received by 4:00pm (EST) on the Closing Date or such later
date as the Company may specify, New Shares accepted are anticipated to be
issued to you on or before the date set out in the timetable on page X of this
Prospectus (which date may change without notice).
You should be aware that your financial institution may implement earlier cut off
times with regards to electronic payment and should therefore take this into
consideration when making payment. You may also have your own limit on the
amount that can be paid via BPAY. It is your responsibility to check that the
amount you wish to pay via BPAY does not exceed your limit. The Company and
8

the share registry accept no responsibility for unsuccessful, delayed, or incomplete
BPAY payments.
If you have multiple holdings you will have multiple BPAY reference numbers. To
ensure that you receive your entitlement in respect of each holding, you must use
the customer reference number shown on each personalised Entitlement and
Acceptance Form when paying for any Shares that you wish to accept your
entitlement for in respect of that holding. Payments in excess of the amount
payable for one holding will not be treated as payment for another holding, and
the excess will be refunded to the applicant without interest.
If paying by Electronic Funds Transfer (EFT) – available to New Zealand registered
Eligible Shareholders:
To accept your entitlement and pay by EFT, you should:
(a)

read this Prospectus and the Entitlement and Acceptance Form in their
entirety and seek appropriate professional advice if necessary; and

(b)

complete the personalised Entitlement and Acceptance Form which
accompanies this Prospectus (instructions for completing and returning
the Entitlement and Acceptance Form are set out on the form);

(c)

make your payment via EFT for the number of Shares you wish to subscribe
for (being the Rights Issue offer price of $0.007 per Share multiplied by the
number of Shares for which you are accepting your Entitlement plus any
additional Shares from the Shortfall) so that it is received no later than
4:00pm (EST) on the Closing Date, or such later date as the Company may
specify; and

(d)

return the completed Entitlement and Acceptance Form together with a
copy of payment receipt for the applicable amount (being the Offer
price of $0.007 per Share multiplied by the number of Shares for which
you
are
accepting
your
entitlement)
to
corporate.actions@automicgroup.com.au so that it and payment are
received by no later than 5:00pm (EST) on the Closing Date (which is set
out in the timetable in Section 2), or such later date as the Company may
specify. The Company and the share registry accept no responsibility for
delayed or misdelivered Entitlement and Acceptance Forms or
payments.

It is your responsibility to ensure that your BPAY® or EFT payment is received by the
share registry by no later than 4:00pm (AEST) on the Closing Date. You should be
aware that your financial institution may implement either cut-off times with
regards to electronic payment and you should therefore take this into
consideration when making payment. Any application monies received for more
than your final allocation of Shares (only where the amount is $1.00 or greater) will
be refunded. No interest will be paid on any application monies received or
refunded.
One (1) New Option with an exercise price of $0.02 and expiring on the second
anniversary date of issue will be issued for every two (2) Shares subscribed for and
issued under the Offer.
4.13

Underwriting
The Offer is partially underwritten by the Underwriter up to $1,500,000. Refer to
Section 8.4 for details of the terms of the underwriting.
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4.14

Effect on control of the Company and potential dilution to Shareholders
If all Entitlements are accepted by Shareholders to the full extent, then the Offer
will not result in any change to the control of the Company. If all Entitlements
under the Offer are not accepted to the full extent, then the shareholding interest
of non-participating Shareholders will be diluted.
The Underwriter is not presently a shareholder of the Company, therefore the
extent to which Shares are issued pursuant to the underwriting will increase the
Underwriter’s voting power in the Company. The Underwriter is not a related party
of the Company for the purposes of the Corporations Act. The Underwriter does
not currently have a relevant interest in any Shares or Options and at a maximum
will only be required to underwrite 214,285,714 Shares and 107,142,857 New
Options. This equates to a maximum voting power of the Underwriter of 4.16% on
an undiluted basis.
In addition, Shareholders should note that if they do not participate in the Offer,
their holdings are likely to be diluted by approximately 10% (as compared to their
holdings and number of Shares on issue as at the date of the Prospectus).
Examples of how the dilution may impact Shareholders is set out in the table
below:

Holder

Holding as at
Record date

% at Record
Date

Entitlements
under the
Offer

Holdings if
Offer not
taken Up

% post
Offer

Shareholder 1

100,000,000

2.16%

11,111,111

100,000,000

1.94%

Shareholder 2

50,000,000

1.08%

5,555,555

50,000,000

0.97%

Shareholder 3

25,000,000

0.54%

2,777,777

25,000,000

0.49%

Shareholder 4

10,000,000

0.22%

1,111,111

10,000,000

0.19%

Shareholder 5

1,000,000

0.02%

111,111

1,000,000

0.02%

Notes:
1.

This is based on a share capital of 4,633,668,407 Shares.

2.

The dilutionary effect shown in the table is the maximum percentage on the assumption
that those Entitlements not accepted by Eligible Shareholders are placed under the
Shortfall Offer. In the event all Entitlements are not accepted and some or all of the
resulting Shortfall was not subsequently placed, the dilution effect for each Shareholder
not accepting their Entitlement would be a lesser percentage.

In addition, the Underwriting Agreement includes a provision that the Underwriter
will ensure that no person will acquire, through sub-underwriting the Offer, a
holding of Shares of an amount in excess of 19.9% of all the Shares on issue on
completion of the Offer.
4.15

Lead Manager and Underwriter
Mahe Capital Pty Ltd has been appointed as lead manager and underwriter to
the Offer. The terms of the appointment of the Lead Manager are summarised in
Section 8.4.

4.16

Shortfall Offer
Any Entitlement not taken up pursuant to the Offer will form the Shortfall Offer.
The Shortfall Offer is a separate offer made pursuant to this Prospectus and will
remain open for up to three months following the Closing Date. The Company
will allow Eligible Shareholders (excluding related parties of the Company) to
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apply for Shares and New Options under the Shortfall Offer subject to such
applications received by the Closing Date. The issue price for each Share to be
issued under the Shortfall Offer will be $0.007 being the price at which Shares have
been offered under the Offer.
Allocation of the Shortfall Securities is at the absolute discretion of the Directors, in
consultation with the Underwriter. There is no guarantee that Eligible Shareholders
will receive Shortfall Securities applied for under the Shortfall Offer. The Directors
and the Underwriter do not to intend to refuse an application for Shortfall
Securities from Eligible Shareholders other than in circumstances of
oversubscription or where acceptance may result in a breach of the Corporations
Act. If the number of Shortfall Securities applied for by Eligible Shareholders
exceeds the total Shortfall, the Shortfall Securities will be allocated among
applying Eligible Shareholders proportionate to their existing holdings.
4.17

ASX listing
Application for Official Quotation of the Shares offered pursuant to this Prospectus
will be made in accordance with the timetable set out at the commencement of
this Prospectus. Subject to meeting the requirements of the ASX Listing Rules, the
Company will also apply for quotation of the New Options. If ASX does not grant
Official Quotation of the Shares offered pursuant to this Prospectus before the
expiration of 3 months after the date of issue of the Prospectus, (or such period as
varied by the ASIC), the Company will not issue any Shares and will repay all
Application Monies for the Shares within the time prescribed under the
Corporations Act, without interest.
The fact that ASX may grant Official Quotation to the Securities is not to be taken
in any way as an indication of the merits of the Company or the Securities now
offered for subscription.

4.18

Issue
Securities issued pursuant to the Offer will be issued in accordance with the ASX
Listing Rules and timetable set out at the commencement of this Prospectus.
Securities issued pursuant to the Shortfall Offer will be issued on a progressive basis.
Where the number of Shares issued is less than the number applied for, or where
no issue is made, surplus Application Monies will be refunded without any interest
to the Applicant as soon as practicable after the closing date of the Shortfall
Offer.
Pending the issue of the Securities or payment of refunds pursuant to this
Prospectus, all Application Monies will be held by the Company in trust for the
Applicants in a separate bank account as required by the Corporations Act. The
Company, however, will be entitled to retain all interest that accrues on the bank
account and each Applicant waives the right to claim interest.
Holding statements for Securities issued under the Offer will be mailed in
accordance with the ASX Listing Rules and timetable set out at the
commencement of this Prospectus and for Shortfall Securities issued under the
Shortfall Offer as soon as practicable after their issue.

4.19

Overseas shareholders
This Offer does not, and is not intended to, constitute an offer in any place or
jurisdiction in which, or to any person to whom, it would not be lawful to make
such an offer or to issue this Prospectus.
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It is not practicable for the Company to comply with the securities laws of overseas
jurisdictions having regard to the number of overseas Shareholders, the number
and value of Shares these Shareholders would be offered and the cost of
complying with regulatory requirements in each relevant jurisdiction. Accordingly,
the Offer is not being extended and Shares will not be issued to Shareholders with
a registered address which is outside Australia, New Zealand or the United
Kingdom.
New Zealand
The Offer is being made in New Zealand in reliance on the transitional provisions
of the Financial Markets Conduct Act 2013 (New Zealand) and the Financial
Markets Conduct (Incidental Offers) Exemption Notice 2016 (New Zealand).
United Kingdom
Neither the information in this Prospectus nor any other document relating to the
Offer or Shortfall Offer has been delivered for approval to the Financial Services
Authority in the United Kingdom and no prospectus (within the meaning of section
85 of the Financial Services and Markets Act 2000, as amended (FSMA)) has been
published or is intended to be published in respect of the Shares. This document
is issued on a confidential basis to fewer than 150 persons (other than "qualified
investors" (within the meaning of section 86(7) of FSMA)) in the United Kingdom,
and the Shares may not be offered or sold in the United Kingdom by means of this
document, any accompanying letter or any other document, except in
circumstances which do not require the publication of a prospectus pursuant to
section 86(1) FSMA. This Prospectus should not be distributed, published or
reproduced, in whole or in part, nor may its contents be disclosed by recipients to
any other person in the United Kingdom. Any invitation or inducement to engage
in investment activity (within the meaning of section 21 FSMA) received in
connection with the issue or sale of the Shares has only been communicated or
caused to be communicated and will only be communicated or caused to be
communicated in the United Kingdom in circumstances in which section 21(1)
FSMA does not apply to the Company.
Appointment of nominee
Pursuant to ASX Listing Rule 7.7, the Company has appointed a nominee, Mahe
Capital Pty Ltd, to sell the Entitlements to which Ineligible Shareholders are
entitled. The nominee will have the absolute and sole discretion to determine the
timing and price at which the Entitlements may be sold and the manner of any
such sale.
Any interest earned on the proceeds of the sale of these Entitlements will firstly be
applied against expenses of such sale, including brokerage, and any balance will
accrue to the relevant Ineligible Shareholders as described below.
The net proceeds of the sale of these Entitlements will then be forwarded by the
Company as soon as practicable to the Ineligible Shareholders, in proportion to
their share of such Entitlements (after deducting brokerage commission and other
expenses). If any such net proceeds of sale are less than the reasonable costs
that would be incurred by the Company for distributing those proceeds, such
proceeds may be retained by the Company.
Notwithstanding that the nominee may sell Entitlements, Ineligible Shareholders
may nevertheless receive no net proceeds if the costs of the sale are greater than
the sale proceeds.
12

Neither the Company nor the nominee will be subject to any liability for failure to
sell the Entitlements or to sell them at a particular price. If, in the reasonable
opinion of the nominee, there is no viable market for the Entitlements of the
Ineligible Shareholders, or a surplus over the expenses of the sale cannot be
obtained the Entitlements that would have been offered to the Ineligible
Shareholders, then those Entitlements will be allowed to lapse. The Shares not
taken up will form part of the Shares to be taken up by the Underwriter pursuant
to the Underwriting Agreement.
Shareholders resident in Australia, New Zealand or United Kingdom holding Shares
on behalf of persons who are resident overseas are responsible for ensuring that
taking up an Entitlement under the Offer does not breach regulations in the
relevant overseas jurisdiction. Return of a duly completed Entitlement and
Acceptance Form will be taken by the Company to constitute a representation
that there has been no breach of those regulations.
4.20

Enquiries
Any questions concerning the Offer should be directed to Alex Neuling, Joint
Company Secretary, on +61 8 9363 7800.
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5.

PURPOSE AND EFFECT OF THE OFFER

5.1

Purpose of the Offer
The purpose of the Offer is to raise up to $3,603,964.
The funds raised from the Offer are planned to be used in accordance with the
table set out below.

Item

Proceeds of the Offer

Full
Subscription
($)

%

Minimum
Subscription ($)

%

1.

Phase 1 Project Product
development, qualification &
offtake including Pilot Plant
operation

$1,000,000

28%

$750,000

2.

Securing debt finance
package for Phase 1 Project

$800,000

22%

$300,000

20%

3.

Mineral resource
development and gold
exploration, Namibia

$750,000

21%

$100,000

7%

4.

Expenses of the Offer1

$306,660

9%

$273,178

18%

$747,304

21%

$76,822

5%

$3,603,964

100%

$1,500,000

100%

5.

Working

capital2

Total

50%

Notes:
1.

Refer to Section 8.8 for further details relating to the estimated expenses of the Offer.

2.

Working Capital will be allocated as follows (based on full subscription):
Salary and Wages
Office & General
Business Developments

$279,890
$315,877
$151,537
$747,304

In the event the Company raises more than the minimum subscription of
$1,500,000, the additional funds raised will be prioritised towards product
development including pilot plant operation, gold exploration and Mineral
Resource development.
The above table is a statement of current intentions as of the date of this
Prospectus. As with any budget, intervening events and new circumstances have
the potential to affect the manner in which the funds are ultimately applied. The
Board reserves the right to alter the way funds are applied on this basis.
5.2

Effect of the Offer
The principal effect of the Offer, assuming all Entitlements are accepted and no
Options are exercised prior to the Record Date, will be to:
(a)

increase the cash reserves by $3,297,304 (after deducting the estimated
expenses of the Offer) immediately after completion of the Offer;

(b)

increase the number of Shares on issue from 4,633,668,407 as at the date
of this Prospectus to 5,148,520,452 Shares; and

(c)

increase the number of Options on issue from 638,448,934 as at the date
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of this Prospectus to 895,874,957 Options following completion of the
Offer.
5.3

Pro-forma balance sheet
The unaudited balance sheet as at 31 March 2020 and the unaudited pro-forma
balance sheet as at 31 March 2020 shown below have been prepared on the
basis of the accounting policies normally adopted by the Company and reflect
the changes to its financial position.
The pro-forma balance sheet has been prepared assuming all Entitlements are
accepted, no Options are exercised prior to the Record Date and including
expenses of the Offer.
The pro-forma balance sheet has been prepared to provide investors with
information on the assets and liabilities of the Company and pro-forma assets and
liabilities of the Company as noted below. The historical and pro-forma financial
information is presented in an abbreviated form, insofar as it does not include all
of the disclosures required by Australian Accounting Standards applicable to
annual financial statements.
UNAUDITED

PROFORMA

31 March 2020

31 March 2020

Cash and cash equivalents

2,924,756

6,222,060

Trade and other receivables

765,610

765,610

3,690,366

6,987,670

74,220

74,220

Property, plant and equipment

4,010,797

4,010,797

Exploration costs capitalised

38,370,763

38,370,763

Intangible asset

24,827,583

24,827,583

TOTAL NON-CURRENT ASSETS

67,283,363

67,283,363

TOTAL ASSETS

70,973,729

74,271,033

Trade and other payables

145,043

145,043

Short-term provisions

94,496

94,496

Liability component of convertible note

5,664,975

5,664,975

TOTAL CURRENT LIABILITIES

5,904,514

5,904,514

Deferred revenue

7,420,976

7,420,976

TOTAL NON-CURRENT LIABILITIES

7,420,976

7,420,976

TOTAL LIABILITIES

13,325,490

13,325,490

CURRENT ASSETS

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Trade and other receivables

CURRENT LIABILITIES

NON-CURRENT LIABILITIES
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UNAUDITED

PROFORMA

31 March 2020

31 March 2020

57,648,239

60,945,543

Share capital

76,603,880

79,901,184

Reserves

2,732,332

2,732,332

990,000

990,000

(29,267,936)

(29,267,936)

EQUITY ATTRIBUTABLE TO OWNERS OF THE PARENT

51,058,276

54,355,580

NON-CONTROLLING INTEREST

6,589,963

6,589,963

TOTAL EQUITY

57,648,239

60,945,543

NET ASSETS

EQUITY

Equity component of convertible note
Accumulated losses

5.4

Effect on capital structure
The effect of the Offer on the capital structure of the Company, assuming all
Entitlements are accepted and no Options are exercised prior to the Record
Date, is set out below.
Shares
Number
Shares currently on issue

4,633,668,407

Shares offered pursuant to the Offer
Total Shares on issue after completion of the

514,852,045
Offer1

5,148,520,452

Options
Number
Options currently on issue:
Unquoted exercisable at $0.025 on or before 21 November 2022

55,000,000

Unquoted exercisable at $0.025 on or before 21 November 2022

18,000,000

Unquoted exercisable at $0.091 on or before 23 December 2020

50,000,000

Unquoted exercisable at $0.026 on or before 22 November 2021

65,000,000

Unquoted exercisable at $0.04 on or before 25 October 2021
Unquoted exercisable at $0.10 on or before 31 March 2022

9,450,000
945,000

Unquoted exercisable at $0.10 on or before 21 June 2022

3,921,982

Unquoted exercisable at $0.35 on or before 26 February 2023

5,967,000

Unquoted exercisable at $0.02 on or before 14 January 2024

18,900,000

Quoted exercisable at $0.045 on or before 30 September 2020

220,518,031

Quoted exercisable at $0.05 on or before 11 July 2022

190,746,921

New Options to be issued pursuant to the Offer:
Quoted exercisable at $0.02 on or before the second anniversary of
date of issue

257,426,023

Total Options on issue after completion of the Offer

895,874,957
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Warrants
Number
Warrants currently on issue:
Unquoted exercisable at $0.04 on or before 7 December 2020

77,171,784

Unquoted exercisable at $0.04 on or before 13 December 2020

26,611,894

Warrants to be issued under the Offer

Nil

Total Warrants on issue after completion of the Offer1

103,783,678

Note:
1.

The terms of the Warrants provide that, if the issue price of Shares offered under the
Offer is less than 95% of the current market price of Shares on the record date for the
Offer, the exercise price of the Warrants must be adjusted in accordance with the in
accordance with the terms set out in the Warrant certificates. Any adjustment to the
exercise price of the Warrants is subject to the Company complying with ASX Listing
Rule 6.22.1.

Convertible Note
The Company inherited a C$5,000,000 Convertible Note (Note), which matures on
7 December 2020, as part of its acquisition of Desert Lion Energy Inc. Under the
terms of Note, C$1,000,000 must be repaid on the maturity date. The remaining
C$4,000,000 may be converted into 108,000,000 Shares at a deemed issue price
of C$0.037 per Share at the discretion of the noteholder on or before 7 December
2020. The Note is secured over the assets acquired by the Company from Desert
Lion Energy Inc.
The capital structure on a fully diluted basis as at the date of this Prospectus would
be 5,483,901,019 Shares and on completion of the Offer (assuming all Entitlements
are accepted and no Options or Warrants are exercised, or the Convertible Note
converted, prior to the Record Date) would be 6,256,179,087 Shares.
5.5

Details of substantial holders
Based on available information as at the date of this Prospectus, those persons
which (together with their associates) have a relevant interest in 5% or more of the
Shares on issue are set out below:
Shareholder

Shares

%

Strategic Metallurgy Pty Ltd and Gary Johnson1

365,413,438

7.88%

Galaxy Resources Ltd2

330,111,112

7.12%

Notes:
1.

The figures above refer to the interests of Strategic Metallurgy Pty Ltd and Gary
Johnson as at the date of this Prospectus. Strategic Metallurgy Pty Ltd and Gary
Johnson last provided the Company with a Notice of Change of Interests of
Substantial Holder on 16 September 2019, which confirmed that Strategic Metallurgy
Pty Ltd and Gary Johnson held 365,413,438 Shares and voting power of 8.30%.

2.

The figures above refer to the interests of Galaxy Resources Ltd (Galaxy) as at the
date of this Prospectus. Galaxy last provided the Company with a Notice of Change
of Interests of Substantial Holder on 24 December 2019, which confirmed that Galaxy
held 375,111,112 Shares and voting power of 8.095%.

In the event all Entitlements are accepted there will be no change to the
substantial holders on completion of the Offer.
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The Company has been advised that Strategic Metallurgy intends to participate
to the fullest extent possible, subject to funding and Gary Johnson currently
intends on taking up his Entitlements in his personal capacity.
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6.

RIGHTS AND LIABILITIES ATTACHING TO SECURITIES

6.1

Shares
The following is a summary of the more significant rights and liabilities attaching to
Shares being offered pursuant to this Prospectus. This summary is not exhaustive
and does not constitute a definitive statement of the rights and liabilities of
Shareholders. To obtain such a statement, persons should seek independent legal
advice.
Full details of the rights and liabilities attaching to Shares are set out in the
Constitution, a copy of which is available for inspection at the Company’s
registered office during normal business hours.
(a)

General meetings
Shareholders are entitled to be present in person, or by proxy, attorney or
representative to attend and vote at general meetings of the Company.
Shareholders may requisition meetings in accordance with section 249D
of the Corporations Act and the Constitution of the Company.

(b)

Voting rights
Subject to any rights or restrictions for the time being attached to any
class or classes of shares, at general meetings of shareholders or classes
of shareholders:

(c)

(i)

each Shareholder entitled to vote may vote in person or by
proxy, attorney or representative;

(ii)

on a show of hands, every person present who is a Shareholder
or a proxy, attorney or representative of a Shareholder has one
vote; and

(iii)

on a poll, every person present who is a Shareholder or a proxy,
attorney or representative of a Shareholder shall, in respect of
each fully paid Share held by him, or in respect of which he is
appointed a proxy, attorney or representative, have one vote for
each Share held, but in respect of partly paid shares shall have
such number of votes as bears the same proportion to the total
of such Shares registered in the Shareholder’s name as the
amount paid (not credited) bears to the total amounts paid and
payable (excluding amounts credited).

Dividend rights
Subject to the rights of any preference Shareholders and to the rights of
the holders of any shares created or raised under any special
arrangement as to dividend, the Directors may from time to time declare
a dividend to be paid to the Shareholders entitled to the dividend which
shall be payable on all Shares according to the proportion that the
amount paid (not credited) is of the total amounts paid and payable
(excluding amounts credited) in respect of such Shares.
The Directors may from time to time pay to the Shareholders any interim
dividends as they may determine. No dividend shall carry interest as
against the Company. The Directors may set aside out of the profits of
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the Company any amounts that they may determine as reserves, to be
applied at the discretion of the Directors, for any purpose for which the
profits of the Company may be properly applied.
Subject to the ASX Listing Rules and the Corporations Act, the Company
may, by resolution of the Directors, implement a dividend reinvestment
plan on such terms and conditions as the Directors think fit and which
provides for any dividend which the Directors may declare from time to
time payable on Shares which are participating Shares in the dividend
reinvestment plan, less any amount which the Company shall either
pursuant to the Constitution or any law be entitled or obliged to retain,
be applied by the Company to the payment of the subscription price of
Shares.
(d)

Winding-up
If the Company is wound up, the liquidator may, with the authority of a
special resolution, divide among the Shareholders in kind the whole or
any part of the property of the Company, and may for that purpose set
such value as he considers fair upon any property to be so divided, and
may determine how the division is to be carried out as between the
Shareholders or different classes of Shareholders.
The liquidator may, with the authority of a special resolution, vest the
whole or any part of any such property in trustees upon such trusts for the
benefit of the contributories as the liquidator thinks fit, but so that no
Shareholder is compelled to accept any shares or other securities in
respect of which there is any liability.

(e)

Shareholder liability
As the Shares issued will be fully paid shares, they will not be subject to
any calls for money by the Directors and will therefore not become liable
for forfeiture.

(f)

Transfer of shares
Generally, shares in the Company are freely transferable, subject to
formal requirements, the registration of the transfer not resulting in a
contravention of or failure to observe the provisions of a law of Australia
and the transfer not being in breach of the Corporations Act and the ASX
Listing Rules.

(g)

Future increase in capital
The issue of any new Shares is under the control of the Directors of the
Company. Subject to restrictions on the issue or grant of Securities
contained in the ASX Listing Rules, the Constitution and the Corporations
Act (and without affecting any special right previously conferred on the
holder of an existing share or class of shares), the Directors may issue
Shares as they shall, in their absolute discretion, determine.

(h)

Variation of rights
Under section 246B of the Corporations Act, the Company may, with the
sanction of a special resolution passed at a meeting of Shareholders vary
or abrogate the rights attaching to shares.
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If at any time the share capital is divided into different classes of shares,
the rights attached to any class (unless otherwise provided by the terms
of issue of the shares of that class), whether or not the Company is being
wound up, may be varied or abrogated with the consent in writing of the
holders of three quarters of the issued shares of that class, or if authorised
by a special resolution passed at a separate meeting of the holders of
the shares of that class.
(i)

Alteration of constitution
In accordance with the Corporations Act, the Constitution can only be
amended by a special resolution passed by at least three quarters of
Shareholders present and voting at the general meeting. In addition, at
least 28 days written notice specifying the intention to propose the
resolution as a special resolution must be given.

6.2

New Options
(a)

Entitlement
Each Option entitles the holder to subscribe for one Share upon exercise
of the Option.

(b)

Exercise Price
Subject to paragraph (i), the amount payable upon exercise of each
Option will be $0.02 (Exercise Price).

(c)

Expiry Date
Each Option will expire at 5:00 pm (WST) on the second anniversary of the
issue date (Expiry Date). An Option not exercised before the Expiry Date
will automatically lapse on the Expiry Date.

(d)

Exercise Period
The Options are exercisable at any time on or prior to the Expiry Date
(Exercise Period).

(e)

Notice of Exercise
The Options may be exercised during the Exercise Period by notice in
writing to the Company in the manner specified on the Option certificate
(Notice of Exercise) and payment of the Exercise Price for each Option
being exercised in Australian currency by electronic funds transfer or
other means of payment acceptable to the Company.

(f)

Exercise Date
A Notice of Exercise is only effective on and from the later of the date of
receipt of the Notice of Exercise and the date of receipt of the payment
of the Exercise Price for each Option being exercised in cleared funds
(Exercise Date).
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(g)

Timing of issue of Shares on exercise
Within 15 Business Days after the Exercise Date, the Company will:
(i)

issue the number of Shares required under these terms and
conditions in respect of the number of Options specified in the
Notice of Exercise and for which cleared funds have been
received by the Company;

(ii)

if required, give ASX a notice that complies with section
708A(5)(e) of the Corporations Act, or, if the Company is unable
to issue such a notice, lodge with ASIC a prospectus prepared in
accordance with the Corporations Act and do all such things
necessary to satisfy section 708A(11) of the Corporations Act to
ensure that an offer for sale of the Shares does not require
disclosure to investors; and

(iii)

if admitted to the official list of ASX at the time, apply for official
quotation on ASX of Shares issued pursuant to the exercise of the
Options.

If a notice delivered under (g)(ii) for any reason is not effective to ensure
that an offer for sale of the Shares does not require disclosure to investors,
the Company must, no later than 20 Business Days after becoming aware
of such notice being ineffective, lodge with ASIC a prospectus prepared
in accordance with the Corporations Act and do all such things
necessary to satisfy section 708A(11) of the Corporations Act to ensure
that an offer for sale of the Shares does not require disclosure to investors.
(h)

Shares issued on exercise
Shares issued on exercise of the Options rank equally with the then issued
shares of the Company.

(i)

Reconstruction of capital
If at any time the issued capital of the Company is reconstructed, all rights
of an Optionholder are to be changed in a manner consistent with the
Corporations Act and the ASX Listing Rules at the time of the
reconstruction.

(j)

Participation in new issues
There are no participation rights or entitlements inherent in the Options
and holders will not be entitled to participate in new issues of capital
offered to Shareholders during the currency of the Options without
exercising the Options.

(k)

Change in exercise price
An Option does not confer the right to a change in Exercise Price or a
change in the number of underlying securities over which the Option can
be exercised.
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(l)

Transferability
The Options are transferable subject to any restriction or escrow
arrangements imposed by ASX or under applicable Australian securities
laws.
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7.

RISK FACTORS

7.1

Introduction
The Securities offered under this Prospectus are considered highly speculative. An
investment in the Company is not risk free and the Directors strongly recommend
potential investors to consider the risk factors described below, together with
information contained elsewhere in this Prospectus and to consult their
professional advisers before deciding whether to apply for Securities pursuant to
this Prospectus.
There are specific risks which relate directly to the Company’s business. In
addition, there are other general risks, many of which are largely beyond the
control of the Company and the Directors. The risks identified in this section, or
other risk factors, may have a material impact on the financial performance of
the Company and the market price of the Shares.
The following is not intended to be an exhaustive list of the risk factors to which the
Company is exposed.

7.2

Company specific
(a)

Coronavirus (COVID – 19)
The outbreak of the coronavirus disease (COVID-19) is impacting global
economic and securities markets. The nature and extent of the effect of
the outbreak on the performance of the Company remains unknown. The
Company’s share price may be adversely affected in the short to
medium term by the economic uncertainty caused by COVID-19. Further,
any governmental or industry measures taken in response to COVID-19
may adversely impact the Company’s operations and are likely to be
beyond the control of the Company.
The Directors are monitoring the situation closely and have considered
the impact of COVID-19 on the Company’s business and financial
performance. However, the situation is continually evolving, and the
consequences are therefore inevitably uncertain. In compliance with its
continuous disclosure obligations, the Company will continue to update
the market regarding the impact of the coronavirus on the Company. If
any of these impacts appear material prior to close of the Offer, the
Company will notify investors under a supplementary prospectus.

(b)

Potential for significant dilution
Upon implementation of the Offer, assuming all Entitlements are
accepted and no Options are exercised prior to the Record Date the
number of Shares in the Company will increase from 4,633,668,407
currently on issue to 5,148,520,452. This means that each Share will
represent a significantly lower proportion of the ownership of the
Company.
It is not possible to predict what the value of the Company or a Share will
be following the completion of the Offer being implemented and the
Directors do not make any representation as to such matters.
The last trading price of Shares on ASX prior to the prospectus being
lodged of $0.012 is not a reliable indicator as to the potential trading price
of Shares after implementation completion of the Offer.
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(c)

Convertible Note
As set out in Section 5.4, the Company inherited a secured C$5,000,000
Convertible Note (Note), which matures on 7 December 2020, as part of
its acquisition of Desert Lion. Under the terms of Note, C$1,000,000 must
be repaid on the maturity date. The remaining C$4,00,000 may be
converted into 108,000,000 Shares at a deemed issue price of C$0.037 per
Share at the discretion of the noteholder on or before 7 December 2020.
The Note is secured over the assets acquired by the Company from
Desert Lion.
In the event that the noteholder elects to convert the Note in
accordance with its terms, Shareholders will be diluted. Alternatively, if
the Company is required to repay the Note in cash, the Company may
require additional financing to repay the Note which may also result in
dilution to Shareholders if funded by equity financing or, if debt financing
is available, may involve restrictions on financing and operating activities.
There is however no guarantee that the Company will be able to secure
any additional funding or be able to secure funding on terms favourable
to the Company.
If the Company is unable to obtain additional financing, the noteholder
may invoke its rights over its security.

(d)

Jinhui Offtake Agreement
Desert Lion received a prepayment of US$4.5 million (the Deposit) from
Jiangxi Jinhui Lithium Co Ltd (Jinhui), a private Chinese corporation under
an offtake agreement dated 6 November 2017, as amended (the Jinhui
Lithium Offtake Agreement).
The Jinhui Lithium Offtake Agreement provides for the sale of certain
material located in surface stockpiles at the Karibib project in Namibia.
Following the completion of the first shipment by Desert Lion on 24 April
2018, the Deposit is no longer refundable and the remaining balance shall
continue to amortize against any future shipments of the stockpile
material without accruing interest.
The term of the Jinhui Lithium Offtake Agreement began on 16 November
2017 and ends on the earlier of:

(e)

(i)

60 months following such date; and

(ii)

the date that is 15 business days after all concentrate produced
from the stockpiled material has been loaded on to the vessel
nominated by Jinhui, and has been paid for by Jinhui.

Non-binding Arrangements
The Company has entered into a number of non-binding arrangements
with various parties. The purpose of the non-binding arrangements is to
summarise the current status and understanding of discussions at that
point in time.
The terms of any binding arrangements that may result from non-binding
term sheets or letters or intent may vary significantly from those originally
contemplated or may not eventuate at all.
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(f)

L-Max® Technology Risk
The L-Max® Technology is a new process that has only been tested under
at a pilot scale. The technology has not been scaled up and tested and
may not be technically feasible, may not perform the process as it was
designed, may prove uneconomic, unreliable and may not be
developed on a timely basis.
Competition in retaining and sustaining protection of intellectual property
and the complex nature of intellectual property can lead to expensive
and lengthy patent disputes for which there can be no guaranteed
outcome.
The L-Max® Technology is a proprietary process that is the subject of a
granted USA, Australian and Japanese patent, Australian Innovation
Patent and a number of patent applications across several countries.
Although the Company is not aware of any third party interests in relation
to the L-Max® Technology, there is always a risk of third parties claiming
involvement in technological discoveries, and if any disputes arise, they
could adversely affect the Company.
Although the Company will implement all reasonable endeavours to
protect its L-Max® Technology, there can be no assurance that these
measures have been, or will be sufficient.

(g)

LOH-Max™ Technology Risk
The LOH-Max™ Technology is a new process that has only been tested
under, controlled laboratory conditions and small scale batch piloting.
The technology has not been scaled up and tested under continuous
operation and may not be technically feasible, may not perform the
process as it was designed, may prove uneconomic, unreliable and may
not be developed on a timely basis.
Competition in retaining and sustaining protection of intellectual property
and the complex nature of intellectual property can lead to expensive
and lengthy patent disputes for which there can be no guaranteed
outcome.
The LOH-Max™ Technology is a proprietary process that is owned by
Bright Minz Pty Ltd that is the subject of a patent application. The
Company is entitled to a royalty free licence and holds the exclusive
marketing rights in exchange for funding the development costs.
Although the Company is not aware of any third party interests in relation
to the LOH-Max™ Technology, there is always a risk of third parties
claiming involvement in technological discoveries, and if any disputes
arise, they could adversely affect the Company.
Although the Company will implement all reasonable endeavours to
protect the LOH-Max™ Technology, there can be no assurance that
these measures have been or will be sufficient.

(h)

Licensing of Technology
The Company has entered into binding licencing arrangements for its
L-Max® Process. The Company will only receive a monetary gain from
26

those arrangements if the licensee is able to effectively commercialise
the L-Max® Process. There is a risk of poor licensee strategy or execution
which may impact the success of the L-Max® Process on third party
deposits.
A dispute over the licencing arrangements between the Company and
the licensees may result in costly legal fees.
(i)

No profit to date and uncertainty of future profitability
Lepidico has incurred losses in the past and it is therefore not possible to
evaluate the Company’s future prospects based on past performance.
Lepidico expects to make losses in the foreseeable future even though its
proprietary process technologies might become commercialised.
Factors that will determine Lepidico’s future profitability are its ability to
manage its costs, its ability to execute its development and growth
strategies in relation to both exploration and its process technologies, the
success of its activities in a competitive market, the actions of competitors
and regulatory developments. As a result, the extent of future profits, if
any, and the time required to achieve sustainable profitability, is
uncertain. In addition, the level of any such future profitability (or loss)
cannot be predicted.

(j)

Pre-feasibility Study results
The Company has completed a PFS for a Phase 1 L-Max® Plant (Plant)
located in Canada. However, the PFS contains statements that are only
predictions, based on certain assumptions and involve known and
unknown risks, uncertainties and other factors, many of which are beyond
Lepidico’s control. Actual events or results may differ materially from the
events or results expected or implied in any forward-looking statement
contained in the PFS. The inclusion of such statements in the PFS should
not be regarded as a representation, warranty or prediction with respect
to the accuracy of the underlying assumptions or that any forwardlooking statements will be or are likely to be fulfilled. Lepidico undertakes
no obligation to update any forward-looking statement to reflect events
or circumstances after the date of the PFS (subject to securities exchange
disclosure requirements). The information in the PFS does not take into
account the objectives, financial situation or particular needs of any
person. Nothing contained in this announcement constitutes investment,
legal, tax or other advice.
The assumptions set out in the PFS contain reference to broad indicative
plant operating parameters (Parameters) for the purpose of the FS which
have been developed through scoping level work and subsequent PFS
work. For the avoidance of doubt, investors are advised that the
Parameters expected to be adopted for the FS do not constitute a
production forecast or target in relation to mineral resources associated
with any project owned by the Company. The Company wishes to
expressly clarify that any references in the PFS to annual production rates
relate to scoping and planning parameters and are not a production
target. The Company cautions investors against using any statements
made in the PFS which may indicate or amount to the reporting of a
production target or forecast financial information, as a basis for making
any investment decisions about Shares. The primary purpose of disclosing
the FS Parameters is to inform on the scope of work for the study and
provide an estimate of the intended scale of a potential future Phase 1
L-Max® Plant.
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Lepidico advises that caution should be exercised in relying on the
assumptions in the PFS when analysing the estimates of the potential
financial contribution from the Plant. There can be no assurance that
statements made in the PFS will prove to be accurate and actual results
and future events could differ materially from those anticipated in such
statements.
(k)

L-Max® Pilot Plant limited operation
The Company has completed Campaign 1 of the L-Max® pilot plant. The
leach and impurity removal circuits operated continuously for
approximately 200 hours and 250 hours respectively. During this period
approximately 3.0 tonnes of concentrate was processed to produce 2.2
tonnes of high silica residue, over 5,000 litres of lithium sulphate
intermediate liquor and 2.5 tonnes of gypsum rich residue. The bulk of the
lithium sulphate liquor was stockpiled as feed for the planned LOH-MaxTM
lithium hydroxide circuit. The remaining lithium sulphate was treated to
produce lithium carbonate via the conventional circuit currently installed
at the Pilot Plant. The potassium sulphate (SOP fertiliser) recovery circuit
operated continuously for more than 100 hours. Over 2,000 litres of brine
containing potassium, rubidium and caesium sulphates were produced.
This solution was concentrated in the Pilot Plant crystalliser to produce
SOP, along with a rubidium and caesium brine.
Average lithium extraction from concentrate feed to lithium sulphate was
94% for Campaign 1. Insoluble lithium losses associated with impurity
removal stages averaged just 3% for the entire campaign and were
consistently below 2% for extended periods.
The pilot plant has only been operated for one campaign and may not
perform the process as it was designed for any subsequent campaigns.

(l)

Feasibility Study not completed
Lepidico has commenced but not completed a feasibility study (FS) for a
Phase 1 L-Max® Plant and the results of the FS, if completed, may be
delayed and may vary materially from the results contained in the PFS.

(m)

Government licences and approvals
Lepidico through its direct and indirect participation in corporations,
partnerships or joint ventures has interests in properties in Namibia,
Australia and Canada. Operations may be affected in varying degrees
by government regulations with respect to, but not limited to, restrictions
on production, price controls, export controls, foreign currency
remittance, income taxes, expropriation of property, foreign investment,
maintenance of claims, environmental legislation, land use, land claims
of local people, water use and mine safety.
Failure to comply strictly with applicable laws, regulations and local
practices relating to mineral rights applications and tenure, could result
in loss, reduction or expropriation of entitlements. Outcome in courts in
other jurisdictions may be less predictable than in Australia, which could
affect the enforceability of contracts entered into.
The occurrence of these various factors and uncertainties cannot be
accurately predicted and could have an adverse effect on the
operations of Lepidico. Lepidico has made its investment and strategic
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decisions based on the information currently available to the Directors,
however should there be any material change in the political, economic,
legal and social environments in Australia, Canada and Namibia the
Directors may reassess investment decisions and commitments to assets
in these jurisdictions.
(n)

Conflicts of Interest
Certain directors and officers of the Company are, and may continue to
be, involved in the mining and mineral exploration industry through their
direct and indirect participation in corporations, partnerships or joint
ventures. Situations may arise where the other interests of these Directors
and officers may conflict with the interests of the Company. Directors
and officers of the Company with conflicts of interest will be subject to
and are required to follow the procedures set out in applicable corporate
and securities legislation, regulations, rules and policies.

(o)

Management of growth
The ability of Lepidico to implement its strategy requires effective
planning and management control systems. Lepidico’s plans may place
a significant strain on the Company’s management, operational,
financial and personnel resources. The Company’s future growth and
prospects will depend on its ability to manage this growth and to
continue to expand and improve operational, financial and
management information and quality control systems on a timely basis,
whilst at the same time maintaining effective cost controls. Any failure to
expand and improve operational, financial and management
information and quality control systems in line with the Company’s growth
could have a material adverse effect on the Company’s business,
financial condition and results of operations.

(p)

New project risk
As part of its business strategy, the Company may evaluate new business
opportunities and make acquisitions of or significant investments in other
resource or non-resource projects. Projects may be located in Australia
or overseas. Should a suitable new business opportunity be identified, it
will then need to be assessed for its technical, legal and commercial
suitability. There is no guarantee that any proposed acquisition of a new
business or project will be completed or will be successful. Identification
and evaluation of a business opportunity or a project can take
considerable time and consume significant cash resources.

(q)

Increases in capital and operating costs
The actual capital and operating costs could be significantly higher than
the estimates, particularly if there are material changes in project scope
or delays to the construction of the Phase 1 L-Max® Plant or significant
movements in inflationary factors. There can be no assurance that actual
capital costs and operating costs will be as estimated in the PFS.
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7.3

Industry specific
(a)

International operations
Any potential future operations of Lepidico in overseas jurisdictions are
subject to a number of risks, including:

(b)

(i)

potential difficulties in enforcing agreements and collecting
receivables through foreign local systems;

(ii)

potential difficulties in protecting rights and interests in assets;
and

(iii)

restrictive governmental actions, such as imposition of trade
quotas, tariffs and other taxes.

(iv)

any of these factors could materially and adversely affect
Lepidico’s business, results of operations and financial condition.

Exploration, geological and development risks
Mineral exploration and development are speculative and high risk
activities that requires large amounts of expenditure over extended
periods of time and may be impeded by circumstances and factors
beyond Lepidico’s control. The Company’s ability to succeed in these
practices involves (amongst other things):
(i)

discovery and proving-up, or acquiring, an economically
recoverable mineral resource or reserve;

(i)

access
to
adequate
capital
throughout
the
acquisition/discovery and project development phases of a
mineral exploration project;

(ii)

securing and maintaining title to such mineral exploration
projects;

(iii)

obtaining required development consents and approvals
necessary for the acquisition, exploration, development and
production phases of the project; and

(iv)

accessing the necessary experienced operational staff, the
applicable financial management and recruiting skilled
contractors, consultants and employees.

There can be no assurance that forthcoming exploration programmes, or
subsequent exploration programmes, will result in the realisation of the
Company’s objectives such as the discovery of an economic mineral
resource. Even if an apparently viable mineral resource is identified, there
is no guarantee that it can be economically exploited. Further,
conclusions drawn during mineral exploration are subject to the
uncertainties associated with all sampling techniques and to the risk of
incorrect interpretation or geological, geochemical, geophysical, drilling
and other data.
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(b)

Operational and technical risks
The operations of the Company may be affected by various factors,
including but not limited to:

(c)

(i)

Failure to locate or identify mineral deposits;

(ii)

Failure to achieve predicted grades and tonnes in exploration
and mining;

(iii)

Operational and technical difficulties encountered in mining;

(iv)

Insufficient or unreliable infrastructure, such as power, water and
transport;

(v)

Difficulties in
equipment;

(vi)

Mechanical failure or plant breakdown;

(vii)

Unanticipated metallurgical
extraction costs;

(viii)

Adverse weather conditions;

(ix)

Industrial and environmental accidents;

(x)

Industrial disputes and labour shortages; and

(xi)

Unexpected shortages or increases in the costs of consumables,
spare parts, plant and equipment.

commissioning

and

operating

problems

which

plant

may

and

affect

Commodity price fluctuations
The Company is seeking to develop projects which will be reliant on the
prices of various commodities including lithium and various by-products.
Lithium is considered an industrial mineral and the sales prices for the
different lithium compounds are not public. Lithium is not a traded
commodity like base and precious metals. Therefore, it is possible that the
sales prices used in the Pre-Feasibility Study will be different than the
actual prices at which the Company is able to sell its lithium compounds.
Commodity and product prices fluctuate and are affected by numerous
factors beyond the control of the Company. These factors include
foreign currency fluctuation, worldwide and regional supply and
demand for commodities and chemicals, industrial disruption, forward
selling by producers and production cost levels, general world economic
conditions and the outlook for interest rates, inflation and other economic
factors on both a regional and global basis. These factors may have a
positive or negative effect on the Company’s exploration, project
development and production plans and activities, together with the
ability to fund those plans and activities.

(d)

Lithium, Caesium and Rubidium Demand
There are a limited number of producers of lithium, caesium and rubidium
compounds and it is possible that those existing producers will try to
prevent new-comers from entering the chain of supply by increasing their
production capacity and lowering sales prices.
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The Company intends to produce lithium hydroxide to be used in the
making of cathodes for rechargeable batteries. If cathode
manufacturers use less lithium chemical than expected, or if the demand
for rechargeable batteries, mainly used in electric and hybrid vehicles, is
less than forecasted, it could have a material adverse effect on the sales
price, profitability and development strategy of the Company.
In addition, the commercialisation of new technology carries the risk that,
at any stage, of development it may be deemed uncommercial for a
variety of reasons, including the development of newer and better
technologies. A decrease in the demand for lithium, by virtue of
technological displacement, would have a significant impact on the
Company’s business model, operating results and financial position.
(e)

Title risk
Interests in exploration licences are governed by the national legislation
in the relevant jurisdiction. The licences which grant the title to each
property are subject to compliance with certain requirements, including
lodgement of reports, payment of royalties and compliance with
environmental conditions and environmental legislation. Consequently,
as is the case in Australia, Lepidico runs the risk of incurring penalties or
loss of title to or its interest in its licences if these requirements are not met.

(f)

Joint venture parties, contractors and agents
In conducting its business, the Company relies on continuing existing
strategic relationships and has been forming new relationships with other
entities in the mineral exploration and mining industry, including joint
venture partners, contractors and agents. There can be no assurance
that existing relationships will continue to be maintained or that new ones
will be successfully formed and the Company could be materially
adversely affected by changes to such relationships or difficulties in
forming new ones.
The Directors are unable to predict the risk of financial failure or default
by a participant in any joint venture to which the Company is, or may
become a party, or insolvency or other managerial failure by any of the
contractors used by the Company in any of its activities, or insolvency or
other managerial failure by any of the other service providers used by the
Company for any activity.

(g)

Environmental risk
Lepidico’s operations will be subject to various regulations regarding
environmental matters. Development of each of Lepidico’s projects will
be dependent on the relevant licences meeting environmental
guidelines and gaining approvals by government authorities. Whilst
Lepidico intends to conduct its activities in an environmentally responsible
manner, risks arise in relation to compliance with these regulations and
approvals.

(h)

Unforeseen expenditure risk
Expenditure may need to be incurred that has not been taken into
account in the preparation of this Prospectus. If such expenditure is
subsequently incurred, this may adversely affect the expenditure
proposals by Lepidico.
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(i)

Competition risk
The industry in which the Company will be involved is subject to domestic
and global competition. While the Company will undertake reasonable
due diligence in its business decisions and operations, the Company will
have no influence or control over the activities or actions of its
competitors, whose activities or actions may, positively or negatively,
affect the operating and financial performance of the Company’s
projects and businesses.

7.4

General risks
(a)

Global Financial Conditions
Following the onset of the credit crisis in 2008, global financial conditions
were characterised by extreme volatility and several major financial
institutions either went into bankruptcy or were rescued by governmental
authorities. While global financial conditions subsequently stabilised,
there remains considerable risk in the system given the extraordinary
measures adopted by government authorities to achieve that stability.
The deteriorating financial condition of certain government authorities
has significantly increased the potential for sovereign defaults in a
number of jurisdictions. Global financial conditions could suddenly and
rapidly destabilise in response to future economic shocks, as government
authorities may have limited resources to respond to future crises. Future
economic shocks may be precipitated by a number of causes including
changes in commodity prices, geopolitical instability and natural
disasters.

(b)

Currency Risk
The Company’s operations currently incur expenditures in various
currencies. As a result of the use of different currencies, the Company is
subject to foreign currency fluctuations which may materially affect its
business, results of operations and financial condition.

(c)

Litigation
Legal proceedings may arise from time to time in the course of the
Company’s business. There have been a number of cases where the
rights and privileges of mining companies have been subject to litigation.
The Directors cannot preclude that such litigation may be brought
against the Company in the future from time to time or that it may be
subject to any other form of litigation.

(d)

Additional requirements for capital
The Company’s capital requirements depend on numerous factors.
Depending on the Company’s ability to secure finance for project
development and generate income from its planned operations, the
Company may require further equity financing in addition to amounts
raised under the Offer. Any additional equity financing will dilute
shareholdings, and debt financing, if available, may involve restrictions
on financing and operating activities. If the Company is unable to obtain
additional financing as needed, it may be required to reduce the scope
of its operations and scale back its exploration programmes as the case
may be. There is however no guarantee that the Company will be able
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to secure any additional funding or be able to secure funding on terms
favourable to the Company.
(e)

Governmental policy changes and legal risk
Government action or policy change in relation to access to lands and
infrastructure, compliance with environmental regulations, export
restrictions, taxation, royalties and subsidies may adversely affect
Lepidico’s operations and financial performance.
The Lepidico projects will be governed by a series of laws and regulations.
Breaches of non-compliance with these laws and regulations can result
in penalties and other liabilities. These may have a material adverse
impact on the financial position, financial performance, cash flows,
growth prospects and share price of Lepidico.
These laws and regulations may be amended from time to time, which
may also have a material adverse impact on the financial position,
financial performance, cash flows, growth prospects and share price for
Lepidico. The legal and political conditions and any changes thereto are
outside the control of Lepidico.
The introduction of new legislation or amendments to existing legislation
by government, developments in existing common law, or the respective
interpretation of the legal requirements in any of the legal jurisdictions
which govern Lepidico’s operations or contractual obligations, could
impact adversely on the assets, operations and, ultimately, the financial
performance of Lepidico and the value of its Shares.

(f)

Reliance on key management
The ongoing responsibility of overseeing the day-to-day operations and
the strategic management of Lepidico will depend substantially on its
senior management and its key personnel, especially as it relates to
administration, exploration and proprietary process technologies.
There can be no assurance given that there will be no detrimental impact
on Lepidico if one or more of these personnel cease their employment.

7.5

Speculative investment
The above list of risk factors ought not to be taken as exhaustive of the risks faced
by the Company or by investors in the Company. The above factors, and others
not specifically referred to above, may in the future materially affect the financial
performance of the Company and the value of the Securities offered under this
Prospectus.
Therefore, the Securities to be issued pursuant to this Prospectus carry no
guarantee with respect to the payment of dividends, returns of capital or the
market value of those Shares.
Potential investors should consider that the investment in the Company is
speculative and should consult their professional advisers before deciding
whether to apply for Securities pursuant to this Prospectus.
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8.

ADDITIONAL INFORMATION

8.1

Litigation
As at the date of this Prospectus, the Company is not involved in any legal
proceedings and the Directors are not aware of any legal proceedings pending
or threatened against the Company

8.2

Continuous disclosure obligations
The Company is a “disclosing entity” (as defined in section 111AC of the
Corporations Act) for the purposes of section 713 of the Corporations Act and, as
such, is subject to regular reporting and disclosure obligations. Specifically, like all
listed companies, the Company is required to continuously disclose any
information it has to the market which a reasonable person would expect to have
a material effect on the price or the value of the Company’s securities.
This Prospectus is a “transaction specific prospectus”. In general terms a
“transaction specific prospectus” is only required to contain information in relation
to the effect of the issue of securities on a company and the rights attaching to
the securities. It is not necessary to include general information in relation to all of
the assets and liabilities, financial position, profits and losses or prospects of the
issuing company.
This Prospectus is intended to be read in conjunction with the publicly available
information in relation to the Company which has been notified to ASX and does
not include all of the information that would be included in a prospectus for an
initial public offering of securities in an entity that is not already listed on a stock
exchange. Investors should therefore have regard to the other publicly available
information in relation to the Company before making a decision whether or not
to invest.
Having taken such precautions and having made such enquires as are
reasonable, the Company believes that it has complied with the general and
specific requirements of ASX as applicable from time to time throughout the
3 months before the issue of this Prospectus which required the Company to notify
ASX of information about specified events or matters as they arise for the purpose
of ASX making that information available to the stock market conducted by ASX.
Information that is already in the public domain has not been reported in this
Prospectus other than that which is considered necessary to make this Prospectus
complete.
The Company, as a disclosing entity under the Corporations Act states that:
(a)

it is subject to regular reporting and disclosure obligations;

(b)

copies of documents lodged with the ASIC in relation to the Company
(not being documents referred to in section 1274(2)(a) of the
Corporations Act) may be obtained from, or inspected at, the offices of
the ASIC; and

(c)

it will provide a copy of each of the following documents, free of charge,
to any person on request between the date of issue of this Prospectus
and the Closing Date:
(i)

the annual financial report most recently lodged by the
Company with the ASIC;
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(ii)

any half-year financial report lodged by the Company with the
ASIC after the lodgement of the annual financial report referred
to in (i) and before the lodgement of this Prospectus with the
ASIC; and

(iii)

any continuous disclosure documents given by the Company to
ASX in accordance with the ASX Listing Rules as referred to in
section 674(1) of the Corporations Act after the lodgement of the
annual financial report referred to in (i) and before the
lodgement of this Prospectus with the ASIC.

Copies of all documents lodged with the ASIC in relation to the Company can be
inspected at the registered office of the Company during normal office hours.
Details of documents lodged by the Company with ASX since the date of
lodgement of the Company’s latest annual financial report and before the
lodgement of this Prospectus with the ASIC are set out in the table below.
Date

Description of Announcement

20/04/20

Quarterly Activities and Cashflow Report

16/04/20

Japanese Patent Protection for L-Max Granted

14/04/20

Non-Executive Director Resignation & Business Austerity

20/03/20

Shareholder Update and Australian L-Max Patent Granted

09/03/20

Karbib Project supports Competitive Carbon Intensity

25/02/20

Production Schedule guides to significant By-Product Volumes

24/02/20

Half Year Accounts

03/02/20

Mining Indaba 2020 Corporate Presentation

31/01/20

Quarterly Activities and Cashflow Report

30/01/20

Updated Mineral Resources Estimates for Helikon 1 and Rubicon

20/01/20

Change of Share Registry

20/01/20

High Purity Lithium Hydroxide Produced

10/01/20

Appendices 3Y x 3 – unlisted option expiry

10/01/20

Expiry and cancellation of unlisted options and warrants

24/12/19

Change in substantial holding from GXY

23/12/19

Lepidico secures $7.5 million facility & 3B

20/12/19

LOI with BASF extended to 31 December 2020

18/12/19

Clarification – Mineral Resources at Karibib Lithium Project

17/12/19

Excellent Lepidolite Infill Drilling Results from Karibib

16/12/19

Expiry of Unlisted Warrants

10/12/19

Expiry of Unlisted Warrants

28/11/19

Appendices 3Y x 5 AGM Option Issue

22/11/19

Appendix 3B – Incentive Option Issue

22/11/19

Final Director’s Interest Notice

22/11/19

Updated Constitution

21/11/19

Results of Meeting

21/11/19

AGM Updated

21/11/19

2019 AGM Corporate Presentation
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Date

Description of Announcement

21/11/19

Chairman’s Address to Shareholders

08/11/19

Unlisted Option Exercise – s 708A notice and Appx 3B

31/10/19

Infill Drilling confirms robust lepidolite at Karibib

28/10/19

Quarterly Activities Report

24/10/19

US Patent Protection Received for L-Max

22/10/19

Notice of Annual General Meeting / Proxy Form

22/10/19

Appendix 4G

ASX maintains files containing publicly available information for all listed
companies. The Company’s file is available for inspection at ASX during normal
office hours.
The announcements are also available through the Company’s website
www.lepidico.com.
8.3

Market price of shares
The Company is a disclosing entity for the purposes of the Corporations Act and
its Shares are enhanced disclosure securities quoted on ASX.
The highest, lowest and last market sale prices of the Shares on ASX during the
three months immediately preceding the date of lodgement of this Prospectus
with the ASIC and the respective dates of those sales were:

8.4

Highest

$0.0175

21 January 2020

Lowest

$0.006

23 March 2020

Last

$0.012

17 April 2020

Underwriting Agreement
On 20 April 2020, the Company and the Underwriter entered into an underwriting
agreement (Underwriting Agreement), pursuant to which the Underwriter agreed
to underwrite the Offer for 214,285,714 Shares and 107,142,857 New Options
(Underwritten Securities) totalling $1,500,000 (Underwritten Amount).
Pursuant to the Underwriting Agreement, the Company has agreed to:
(a)

pay a lead manager fee of $60,000, which, on mutual agreement
between the Company and the Underwriter, may be satisfied by the issue
of Shares to Mahe Capital (or its nominees) from the shortfall under the
Offer;

(b)

pay a management fee of 1% of the total amount raised under the Offer,
which, on mutual agreement between the Company and the
Underwriter, may be satisfied by the issue of Shares to Mahe Capital (or
its nominees) from the shortfall under the Offer;

(c)

pay an underwriting fee of 5% of the Underwritten Amount;

(d)

pay a placement fee of 5% of any shortfall securities placed beyond the
Underwritten Amount. This will apply to any amount that might be placed
in addition to the amount raised under the Offer; and
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(e)

pay a termination fee of $20,000 in the event that the Underwriting
Agreement is terminated by the Underwriter in accordance with the
Underwriter termination clauses contained in the Underwriting
Agreement and listed below.

The obligation of the Underwriter to underwrite the Offer is subject to certain
events of termination. The Underwriter may terminate its obligations under the
Underwriting Agreement if:
(a)

Indices fall
The S&P ASX 200 Index is at any time after the date of the Underwriting
Agreement 7% or more below its respective level as at the close of
business on the Business Day prior to the date of the Underwriting
Agreement

(b)

Prospectus
The Company does not lodge the Prospectus on the lodgement date or
the Prospectus or the Offer is withdrawn by the Company.

(c)

No Listing Approval
The Company fails to lodge an Appendix 3B and/or an Appendix 2A in
relation to the Underwritten Securities with ASX by the time required by
the Listing Rules, the Corporations Act or any other regulations.

(d)

No Official Quotation
ASX has advised the Company that it will not or may not grant official
quotation to the Underwritten Securities or admit the Company to trading
on the ASX following completion of the Offer (including issue of the
Shortfall Securities) on or prior to the Shortfall Notice Deadline Date.

(e)

Price
The Price (being $0.007) is greater than the volume weighted average
market price (as defined in the Listing Rules) of Shares calculated over
three trading days after the date of the Underwriting Agreement.

(f)

Supplementary prospectus
(i)

The Underwriter, having elected not to exercise its right to
terminate its obligations under the Underwriting Agreement as a
result of an occurrence as described in Section 8.4(s)(iv) below,
forms the view on reasonable grounds that a Supplementary
Prospectus should be lodged with ASIC for any of the reasons
referred to in section 719 of the Corporations Act and the
Company fails to lodge a supplementary prospectus in such form
and content and within such time as the Underwriter may
reasonably require; or

(ii)

the Company lodges a supplementary prospectus without the
prior written agreement of the Underwriter.
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(g)

Non-compliance with disclosure requirements
It transpires that the Prospectus does not contain all the information that
investors and their professional advisers would reasonably require to
make an informed assessment of:

(h)

(i)

the assets and liabilities, financial position and performance,
profits and losses and prospects of the Company; and

(ii)

the rights and liabilities attaching to the Underwritten Securities.

Misleading Prospectus
It transpires that there is a statement in the Prospectus that is misleading
or deceptive or likely to mislead or deceive, or that there is an omission
from the Prospectus (having regard to the provisions of sections 711, 713
and 716 of the Corporations Act) or if any statement in the Prospectus
becomes misleading or deceptive or likely to mislead or deceive or if the
issue of the Prospectus is or becomes misleading or deceptive or likely to
mislead or deceive.

(i)

Misleading Announcement

(j)

It transpires that the Company has made a statement via the ASX that is
misleading or deceptive or likely to mislead or deceive.

(k)

Restriction on issue
The Company is prevented from issuing the Underwritten Securities within
the time required by the Underwriting Agreement, the Corporations Act,
the Listing Rules, any statute, regulation or order of a court of competent
jurisdiction by ASIC, ASX or any court of competent jurisdiction or any
governmental or semi-governmental agency or authority.

(l)

Withdrawal of consent to Prospectus
Any person (other than the Underwriter) who has previously consented to
the inclusion of its, his or her name in the Prospectus or to be named in
the Prospectus, withdraws that consent.

(m)

ASIC application
An application is made by ASIC for an order under Section 1324B or any
other provision of the Corporations Act in relation to the Prospectus, the
shortfall notice dealing date has arrived, and that application has not
been dismissed or withdrawn.

(n)

ASIC hearing
ASIC gives notice of its intention to hold a hearing under section 739 of
the Corporations Act in relation to the Prospectus to determine if it should
make a stop order in relation to the Prospectus or ASIC makes an interim
or final stop order in relation to the Prospectus under section 739 of the
Corporations Act;
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(o)

Takeovers Panel
The Takeovers Panel makes a declaration that circumstances in relation
to the affairs of the Company are unacceptable circumstances under Pt
6.10 of the Corporations Act, or an application for such a declaration is
made to the Takeovers Panel.

(p)

Hostilities
There is an outbreak of hostilities or a material escalation of hostilities
(whether or not war has been declared) after the Underwriting
Agreement has been signed involving one or more of Australia, New
Zealand, Indonesia, Japan, Russia, the United Kingdom, the United States
of America, India, Pakistan, or the Peoples Republic of China, Israel or
any member of the European Union, or a terrorist act is perpetrated on
any of those countries or any diplomatic, military, commercial or political
establishment of any of those countries anywhere in the world.

(q)

Authorisation
Any authorisation which is material to anything referred to in the
Prospectus is repealed, revoked or terminated or expires, or is modified or
amended in a manner unacceptable to the Underwriter acting
reasonably.

(r)

Event of Insolvency
An Event of Insolvency occurs in respect of a Relevant Company (as
those terms are defined in the Underwriting Agreement).

(s)

Indictable offence
A director or senior manager of a Relevant Company is charged with an
indictable offence.

(t)

Termination Events
Subject to the paragraph below regarding Material Adverse Effect, any
of the following events occurs:
(i)

Default
Default or breach by the Company under the Underwriting
Agreement of any terms, condition, covenant or undertaking.

(ii)

Incorrect or untrue representation
Any representation, warranty or undertaking given by the
Company in the Underwriting Agreement is or becomes untrue
or incorrect.

(iii)

Contravention of constitution or Act
A contravention by the Company or any of its subsidiaries
(Relevant Company) of any provision of its constitution, the
Corporations Act, the Listing Rules or any other applicable
legislation or any policy or requirement of ASIC or ASX.
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(iv)

Adverse change
An event occurs which gives rise to a Material Adverse Effect or
any adverse change or any development including a likely
Material Adverse Effect after the date of the Underwriting
Agreement in the assets, liabilities, financial position, trading
results, profits, forecasts, losses, prospects, business or operations
of any Relevant Company including, without limitation, if any
forecast in the Prospectus becomes incapable of being met or
in the Underwriter's reasonable opinion, unlikely to be met in the
projected time.

(v)

Error in Due Diligence Results
It transpires that any of the Due Diligence Results or any part of
the verification material was false, misleading or deceptive or
that there was an omission from them.

(vi)

Significant change
A "new circumstance" as referred to in Section 719(1) of the
Corporations Act arises that is materially adverse from the point
of view of an investor.

(vii)

Public statements
Without the prior approval of the Underwriter a public statement
is made by the Company in relation to the Offer or the
Prospectus other than a statement the Company is required to
make in order to comply with its disclosure obligations under the
Listing Rules and/or the Corporations Act.

(viii)

Misleading information
Any information supplied at any time by the Company or any
person on its behalf to the Underwriter in respect of any aspect
of the Offer or the affairs of any Relevant Company is or
becomes misleading or deceptive or likely to mislead or deceive.

(ix)

Change in Act or policy
There is introduced, or there is a public announcement of a
proposal to introduce, into the Parliament of Australia or any of
its States or Territories any Act or prospective Act or budget or the
Reserve Bank of Australia or any Commonwealth or State
authority adopts or announces a proposal to adopt any new, or
any major change in, existing, monetary, taxation, exchange or
fiscal policy that has not been publicly disclosed or proposed as
at the date of the Underwriting Agreement.

(x)

Prescribed Occurrence
A Prescribed Occurrence (as that term is defined in the
Underwriting Agreement) occurs, other than as disclosed in the
Prospectus.
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(xi)

Judgment against a Relevant Company
A judgment in an amount exceeding $100,000.00 is obtained
against a Relevant Company and is not set aside or satisfied
within 7 days.

(xii)

Litigation
Litigation, arbitration, administrative or industrial proceedings are
after the date of the Underwriting Agreement commenced
against any relevant company, other than any claims
foreshadowed in the Prospectus.

(xiii)

Board and senior management composition
Other than as disclosed to the Underwriter prior to the Execution
Date, there is a change in the composition of the Board or a
change in the senior management of the Company before the
date of issue of the Underwritten Securities without the prior
written consent of the Underwriter, such consent not to be
unreasonably withheld.

(xiv)

Change in shareholdings
There is a material change in the major or controlling
shareholdings of a Relevant Company (other than as a result of
the Offer or a matter disclosed in the Prospectus) or a takeover
offer or scheme of arrangement pursuant to Chapter 5 or 6 of
the Corporations Act is publicly announced in relation to a
Relevant Company.

(xv)

Force Majeure
A Force Majeure (as that term is defined in the Underwriting
Agreement) affecting the Company's business or any obligation
under the Agreement lasting in excess of 7 days occurs.

(xvi)

Certain resolutions passed
A relevant company passes or takes any steps to pass a
resolution under Section 254N, Section 257A or section 260B of
the Corporations Act or a resolution to amend its constitution
without the prior written consent of the Underwriter.

(xvii)

Capital Structure
Any relevant company alters its capital structure in any manner
not contemplated by the Prospectus excluding the issue of any
Shares upon the exercise of options issued in the Company, such
options having been disclosed to the ASX as at the date of the
Underwriting Agreement.

(xviii)

Breach of Material Contracts
Any of the contracts is terminated or substantially modified.
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(xix)

Investigation
any person is appointed under any legislation in respect of
companies to investigate the affairs of a Related Company; or

(xx)

Market Conditions
a suspension or material limitation in trading generally on ASX
occurs or any material adverse change or disruption occurs in
the existing financial markets, political or economic conditions of
Australia, Japan, the United Kingdom, the United States of
America or other international financial markets.

The events listed in Section 8.4(s) do not entitle the Underwriter to exercise its
termination rights unless, in the reasonable opinion of the Underwriter reached in
good faith, it has or is likely to have, or those events together have, or could
reasonably be expected to have, a Material Adverse Effect or could give rise to
a liability of the Underwriter under the Corporations Act.
The Underwriting Agreement also contains a number of indemnities,
representations and warranties from the Company to the Underwriter that are
considered standard for an agreement of this type.
8.5

Interests of Directors
Other than as set out in this Prospectus, no Director or proposed Director holds, or
has held within the 2 years preceding lodgement of this Prospectus with the ASIC,
any interest in:
(a)

the formation or promotion of the Company;

(b)

any property acquired or proposed to be acquired by the Company in
connection with:

(c)

(i)

its formation or promotion; or

(ii)

the Offer; or

the Offer,

and no amounts have been paid or agreed to be paid and no benefits have
been given or agreed to be given to a Director or proposed Director:
(d)

as an inducement to become, or to qualify as, a Director; or

(e)

for services provided in connection with:
(i)

the formation or promotion of the Company; or

(ii)

the Offer.

Security holdings
The relevant interest of each of the Directors in the securities of the Company as
at the date of this Prospectus, together with their respective Entitlement, is set out
in the table below.
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Director

Shares

Gary Johnson1

365,413,438

7.88

30,178,810

40,601,493

284,210.45

30,500,000

0.66

45,375,000

3,388,888

23,722.21

Mark Rodda3

Nil

N/A

22,500,000

Nil

Nil

Cynthia
Thomas4

Nil

N/A

15,000,000

Nil

Nil

Julian
Walsh2

“Joe”

Voting Power (%)

Options

Entitlement

$

Notes:
1.

Mr Johnson’s interest in 294,271,201 Shares is by virtue of the shareholding of Strategic
Metallurgy Holding Pty Ltd (formerly Strategic Metallurgy Pty Ltd) (Strategic Metallurgy), a
body corporate controlled by Mr Johnson. Strategic Metallurgy also has an interest in
Shares by virtue of voting agreements between Strategic Metallurgy and Anne Ross Rankin
(50,000,000 Shares) and The Johnson-Rankin Superannuation Fund Pty Ltd as trustee for the
Johnson Superannuation Fund (21,142,237 Shares). By virtue of being a controller of
Strategic Metallurgy, Mr Johnson also has an interest in 4,347,146 quoted Options,
exercisable at 4.5 cents on or before 30 September 2020 and 3,330,664 quoted Options
exercisable at 5 cents on or before 5 June 2022. Mr Johnson also holds 7,500,000 unlisted
options exercisable at 9.1 cents on or before 23 November 2020, 7,500,000 unlisted Options
exercisable at 2.6 cents on or before 22 November 2021 and 7,500,000 unlisted Options
exercisable at 2.4 cents on or before 22 November 2022 which will provide an additional
Entitlement should they be exercised prior to the Record Date.

2.

Mr Walsh holds indirectly through a controlled body corporate 12,500,000 Shares and
18,000,000 Shares are held directly. Mr Walsh also directly holds 125,000 quoted Options
exercisable at 5 cents on or before 5 June 2022. Mr Walsh also holds indirectly through a
controlled body corporate 15,000,000 unlisted options exercisable at 9.1 cents on or before
23 November 2020, 15,000,000 unlisted Options exercisable at 2.6 cents on or before 22
November 2021, 15,000,000 unlisted Options exercisable at 2.5 cents on or before 22
November 2022 and 250,000 quoted Options exercisable at 4.5 cents on or before 30
September 2020 which will provide an additional Entitlement should they be exercised prior
to the Record Date.

3.

Mr Rodda holds indirectly through a controlled body corporate: 7,500,000 unlisted options
exercisable at 9.1 cents on or before 23 November 2020, 7,500,000 unlisted options
exercisable at 2.6 cents on or before 22 November 2021 and 7,500,000 unlisted Options
exercisable at 2.5 cents on or before 22 November 2022 which will provide an Entitlement
should they be exercised prior to the Record Date.

4.

Mrs Thomas holds indirectly as trustee of the C.P Thomas Trust 2014, 7,500,000 unlisted
Options exercisable at 2.6 cents on or before 22 November 2021 and 7,500,000 unlisted
Options exercisable as 2.5 cents on or before 22 November 2022 which will provide an
Entitlement should they be exercised prior to the Record dated.

The Board recommends that all Shareholders take up their Entitlements and
advises that all Directors who hold Shares currently intend to participate in their
personal capacity to the fullest extent possible, subject to funding.
Remuneration
The remuneration of an executive Director is decided by the Board, without the
affected executive Director participating in that decision-making process. The
total maximum remuneration of non-executive Directors is initially set by the
Constitution and subsequent variation is by ordinary resolution of Shareholders in
general meeting in accordance with the Constitution, the Corporations Act and
the ASX Listing Rules, as applicable. The determination of non-executive Directors’
remuneration within that maximum will be made by the Board having regard to
the inputs and value to the Company of the respective contributions by each
non-executive Director. The current amount has been set at an amount not to
exceed $600,000 per annum.
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A Director may be paid fees or other amounts (i.e. non-cash performance
incentives such as Options, subject to any necessary Shareholder approval) as the
other Directors determine where a Director performs special duties or otherwise
performs services outside the scope of the ordinary duties of a Director. In
addition, Directors are also entitled to be paid reasonable travelling, hotel and
other expenses incurred by them respectively in or about the performance of their
duties as Directors.
The following table shows the total (and proposed) annual remuneration paid to
both executive and non-executive directors.
Director

FY2019

FY20201

$100,375

$82,125

C$518,000

C$332,600

Mark Rodda

$78,475

$65,700

Cynthia Thomas

$85,901

$65,700

Gary Johnson
Julian “Joe” Walsh

Note:
1.

8.6

Effective as of 1 April 2020, the Board has approved a deferral of all Directors’ fees
and 20% of senior executive’s remuneration.

Interests of experts and advisers
Other than as set out below or elsewhere in this Prospectus, no:
(a)

person named in this Prospectus as performing a function in a
professional, advisory or other capacity in connection with the
preparation or distribution of this Prospectus;

(b)

promoter of the Company; or

(c)

underwriter (but not a sub-underwriter) to the issue or a financial services
licensee named in this Prospectus as a financial services licensee involved
in the issue,

holds, or has held within the 2 years preceding lodgement of this Prospectus with
the ASIC, any interest in:
(d)

the formation or promotion of the Company;

(e)

any property acquired or proposed to be acquired by the Company in
connection with:

(f)

(i)

its formation or promotion; or

(ii)

the Offer; or

the Offer,

and no amounts have been paid or agreed to be paid and no benefits have
been given or agreed to be given to any of these persons for services provided in
connection with:
(g)

the formation or promotion of the Company; or

(h)

the Offer.
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Mahe Capital Pty Ltd will be paid the fees set out in Section 8.4 to act as
Underwriter and Lead Manager to the Offer. During the 24 months preceding
lodgement of this Prospectus with the ASIC, Mahe Capital Pty Ltd has been not
been any fees by the Company.
Steinepreis Paganin has acted as the solicitors to the Company in relation to the
Offer. The Company estimates it will pay Steinepreis Paganin $15,000 (excluding
GST and disbursements) for these services. During the 24 months preceding
lodgement of this Prospectus with the ASIC, Steinepreis Paganin has been paid
fees totalling $115,369 (excluding GST and disbursements) for legal services
provided to the Company.
Mahe Capital Pty Ltd has been appointed as the nominee under ASX Listing Rule
7.7. Mahe Capital Pty Ltd will be paid for this service on standard industry terms
and conditions.
8.7

Consents
Each of the parties referred to in this Section:
(a)

does not make, or purport to make, any statement in this Prospectus other
than those referred to in this section;

(b)

to the maximum extent permitted by law, expressly disclaim and take no
responsibility for any part of this Prospectus other than a reference to its
name and a statement included in this Prospectus with the consent of
that party as specified in this section.

Mahe Capital Pty Ltd has given its written consent to being named as Underwriter
and Lead Manager to the Offer in this Prospectus, in the form and context in which
it is named. Mahe Capital has not withdrawn its consent prior to the lodgement
of this Prospectus with the ASIC.
Steinepreis Paganin has given its written consent to being named as the solicitors
to the Company in this Prospectus. Steinepreis Paganin has not withdrawn its
consent prior to the lodgement of this Prospectus with the ASIC.
Mahe Capital Pty Ltd has given and has not withdrawn its consent to be named
as the Company’s nominee under ASX Listing Rule 7.7.
8.8

Expenses of the offer
In the event that all Entitlements are accepted, the total expenses of the Offer
are estimated to be approximately $306,660 (excluding GST) and are expected
to be applied towards the items set out in the table below:
$
ASIC fees

3,206

ASX fees

22,414

Underwriting fees

75,000

Manager to the Offer fees

111,040

Legal fees

15,000

Printing and distribution

95,000

Total Expenses

306,660
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8.9

Electronic prospectus
If you have received this Prospectus as an electronic Prospectus, please ensure
that you have received the entire Prospectus accompanied by the Application
Forms. If you have not, please phone the Company on +61 8 9363 7800 and the
Company will send you, for free, either a hard copy or a further electronic copy
of the Prospectus, or both. Alternatively, you may obtain a copy of this Prospectus
from the Company’s website at www.lepidico.com.
The Company reserves the right not to accept an Application Form from a person
if it has reason to believe that when that person was given access to the electronic
Application Form, it was not provided together with the electronic Prospectus and
any relevant supplementary or replacement prospectus or any of those
documents were incomplete or altered.

8.10

Financial forecasts
The Directors have considered the matters set out in ASIC Regulatory Guide 170
and believe that they do not have a reasonable basis to forecast future earnings
on the basis that the operations of the Company are inherently uncertain.
Accordingly, any forecast or projection information would contain such a broad
range of potential outcomes and possibilities that it is not possible to prepare a
reliable best estimate forecast or projection.

8.11

Clearing House Electronic Sub-Register System (CHESS) and Issuer Sponsorship
The Company will not be issuing option certificates. The Company is a participant
in CHESS, for those investors who have, or wish to have, a sponsoring stockbroker.
Investors who do not wish to participate through CHESS will be issuer sponsored by
the Company. Because the sub-registers are electronic, ownership of securities
can be transferred without having to rely upon paper documentation.
Electronic registers mean that the Company will not be issuing certificates to
investors. Instead, investors will be provided with a statement (similar to a bank
account statement) that sets out the number of Shares issued to them under this
Prospectus. The notice will also advise holders of their Holder Identification
Number or Security Holder Reference Number and explain, for future reference,
the sale and purchase procedures under CHESS and issuer sponsorship.
Further monthly statements will be provided to holders if there have been any
changes in their security holding in the Company during the preceding month.

8.12

Privacy Act
If you complete an application for Shares, you will be providing personal
information to the Company (directly or by the Company’s share registry). The
Company collects, holds and will use that information to assess your application,
service your needs as a holder of equity securities in the Company, facilitate
distribution payments and corporate communications to you as a Shareholder
and carry out administration.
The information may also be used from time to time and disclosed to persons
inspecting the register, bidders for your securities in the context of takeovers,
regulatory bodies, including the Australian Taxation Office, authorised securities
brokers, print service providers, mail houses and the Company’s share registry.
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You can access, correct and update the personal information that we hold about
you. Please contact the Company or its share registry if you wish to do so at the
relevant contact numbers set out in this Prospectus.
Collection, maintenance and disclosure of certain personal information is
governed by legislation including the Privacy Act 1988 (Cth) (as amended), the
Corporations Act and certain rules such as the ASX Settlement Operating Rules.
You should note that if you do not provide the information required on the
application for Shares, the Company may not be able to accept or process your
application.
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9.

DIRECTORS’ AUTHORISATION
This Prospectus is issued by the Company and its issue has been authorised by a
resolution of the Directors.
In accordance with section 720 of the Corporations Act, each Director has
consented to the lodgement of this Prospectus with the ASIC.

_______________________________
Gary Johnson
Non-Executive Chairman
For and on behalf of
LEPIDICO LTD
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10.

GLOSSARY
$ means the lawful currency of the Commonwealth of Australia.
AEST means Australian Eastern Standard Time.
Applicant means a Shareholder who applies for Shares pursuant to the Offer or a
Shareholder or other party who applies for Shortfall Shares pursuant to the Shortfall
Offer.
Application means an application to subscribe for Shares under this Prospectus.
Application Form means an Entitlement and Acceptance Form or Shortfall
Application Form as the context requires.
Application Monies means money submitted by Applicants in respect of
Applications.
ASIC means the Australian Securities and Investments Commission.
ASX means ASX Limited (ACN 008 624 691) or the financial market operated by it
as the context requires.
ASX Listing Rules means the listing rules of the ASX.
ASX Settlement Operating Rules means the settlement rules of the securities
clearing house which operates CHESS.
Board means the board of Directors unless the context indicates otherwise.
Business Day means Monday to Friday inclusive, except New Year’s Day, Good
Friday, Easter Monday, Christmas Day, Boxing Day and any other day that ASX
declares is not a business day.
Closing Date means the date specified in the timetable set out at the
commencement of this Prospectus (unless extended).
Company or Lepidico means Lepidico Ltd (ACN 008 894 442).
Constitution means the constitution of the Company as at the date of this
Prospectus.
Corporations Act means the Corporations Act 2001 (Cth).
Desert Lion means Desert Lion Energy Inc a company listed on the TSXV and
incorporated and operating under the laws of Canada.
Directors means the directors of the Company as at the date of this Prospectus.
EFT means an electronic funds transfer made to the Company’s bank account as
notified on the Application Form.
Eligible Shareholder means a Shareholder of the Company as at the Record Date
other than an Ineligible Shareholder.
Entitlement means the entitlement of a Shareholder who is eligible to participate
in the Offer.
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Entitlement and Acceptance Form means the entitlement and acceptance form
either attached to or accompanying this Prospectus.
Ineligible Shareholder means a Shareholder as at the Record Date whose
registered address is not situated in Australia, New Zealand or the United Kingdom.
Lead Manager means Mahe Capital Pty Ltd (ACN 634 087 684) (AFSL 517 246).
Mahe Capital means Mahe Capital Pty Ltd (ACN 634 087 684) (AFSL 517 246).
Material Adverse Effect means:
(a)

a material adverse effect on the outcome of the Offer or on the
subsequent market for the Underwritten Securities (including, without
limitation, matters likely to have a material adverse effect on a decision
of an investor to invest in Underwritten Securities); or

(b)

a material adverse effect on the assets, condition, trading or financial
position and performance, profits and losses, results, prospects, business
or operations of the Company and its subsidiaries either individually or
taken as a whole.

New Option means an Option issued on the terms set out in Section 6.2.
Offer means the renounceable entitlement issue the subject of this Prospectus.
Official Quotation means official quotation on ASX.
Option means an option to acquire a Share.
Optionholder means a holder of an Option.
Prospectus means this prospectus.
Record Date means the date specified in the timetable set out at the
commencement of this Prospectus.
Section means a section of this Prospectus.
Securities means Shares and/or New Options offered pursuant to the Entitlement.
Share means a fully paid ordinary share in the capital of the Company.
Shareholder means a holder of a Share.
Shortfall means the Shares not applied for under the Offer (if any).
Shortfall Application Form means the shortfall application form either attached to
or accompanying this Prospectus.
Shortfall Offer means the offer of the Shortfall on the terms and conditions set out
in Section 4.15.
Shortfall Securities means those Securities issued pursuant to the Shortfall.
Underwriter means Mahe Capital Pty Ltd.
Underwriting Agreement has the meaning given in Section 8.4.
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Underwritten Amount means $1,500,000.
WST means Western Standard Time as observed in Perth, Western Australia.
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