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IMPORTANT INFORMATION
Time and place of Meeting
Notice is given that the Meeting will be held at 9am WST on 23 November 2020 at:
Level 1
1205 Hay Street
WEST PERTH WA 6005
Your vote is important
The business of the Meeting affects your shareholding and your vote is important.
Voting eligibility
The Directors have determined pursuant to Regulation 7.11.37 of the Corporations
Regulations 2001 (Cth) that the persons eligible to vote at the Meeting are those who are
registered Shareholders at 9.00am WST on 21 November 2020.
Voting in person
To vote in person, attend the Meeting at the time, date and place set out above.
Voting by proxy
To vote by proxy, please complete and sign the enclosed Proxy Form and return by the
time and in accordance with the instructions set out on the Proxy Form.
In accordance with section 249L of the Corporations Act, Shareholders are advised that:
•

each Shareholder has a right to appoint a proxy;

•

the proxy need not be a Shareholder of the Company; and

•

a Shareholder who is entitled to cast two (2) or more votes may appoint two (2)
proxies and may specify the proportion or number of votes each proxy is
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appointed to exercise. If the member appoints 2 proxies and the appointment
does not specify the proportion or number of the member’s votes, then in
accordance with section 249X(3) of the Corporations Act, each proxy may
exercise one-half of the votes.
Shareholders and their proxies should be aware that changes to the Corporations Act
made in 2011 mean that:
•

if proxy holders vote, they must cast all directed proxies as directed; and

•

any directed proxies which are not voted will automatically default to the Chair,
who must vote the proxies as directed.

Further details on these changes are set out below.
Proxy vote if appointment specifies way to vote
Section 250BB(1) of the Corporations Act provides that an appointment of a proxy may
specify the way the proxy is to vote on a particular resolution and, if it does:
•

the proxy need not vote on a show of hands, but if the proxy does so, the proxy
must vote that way (i.e. as directed); and

•

if the proxy has two (2) or more appointments that specify different ways to vote
on the resolution, the proxy must not vote on a show of hands; and

•

if the proxy is the chair of the meeting at which the resolution is voted on, the proxy
must vote on a poll, and must vote that way (i.e. as directed); and

•

if the proxy is not the chair, the proxy need not vote on the poll, but if the proxy
does so, the proxy must vote that way (i.e. as directed).

Transfer of non-chair proxy to chair in certain circumstances
Section 250BC of the Corporations Act provides that, if:
•

an appointment of a proxy specifies the way the proxy is to vote on a particular
resolution at a meeting of the Company's members; and

•

the appointed proxy is not the chair of the meeting; and

•

at the meeting, a poll is duly demanded on the resolution; and

•

either of the following applies:
➢

the proxy is not recorded as attending the meeting; or

➢

the proxy does not vote on the resolution,

the chair of the meeting is taken, before voting on the resolution closes, to have been
appointed as the proxy for the purposes of voting on the resolution at the meeting.
Attendance by teleconference
Shareholders will be able to attend the meeting online via a Zoom teleconference, in
respect of which further instructions will be made available on the Company’s website at
www.challengerex.com. Shareholders wishing to attend the meeting via teleconference
are encouraged to lodge a proxy form prior to the meeting.
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BUSINESS OF THE MEETING
AGENDA
1.

FINANCIAL STATEMENTS AND REPORTS
To receive and consider the annual financial report of the Company for the
financial year ended 30 June 2019 together with the declaration of the directors,
the director’s report, the Remuneration Report and the auditor’s report.

2.

RESOLUTION 1 – ADOPTION OF REMUNERATION REPORT
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as a non-binding resolution:
“That, for the purposes of section 250R(2) of the Corporations Act and for all
other purposes, approval is given for the adoption of the Remuneration
Report as contained in the Company’s annual financial report for the
financial year ended 30 June 2020.”
Note: the vote on this Resolution is advisory only and does not bind the Directors or the
Company.
Voting Prohibition Statement:
A vote on this Resolution must not be cast (in any capacity) by or on behalf of either of the
following persons:
(a)
a member of the Key Management Personnel, details of whose remuneration are
included in the Remuneration Report; or
(b)
a Closely Related Party of such a member.
However, a person (the voter) described above may cast a vote on this Resolution as a
proxy if the vote is not cast on behalf of a person described above and either:
(a)
the voter is appointed as a proxy by writing that specifies the way the proxy is to
vote on this Resolution; or
(b)
the voter is the Chair and the appointment of the Chair as proxy:
(i)
does not specify the way the proxy is to vote on this Resolution; and
(ii)
expressly authorises the Chair to exercise the proxy even though this
Resolution is connected directly or indirectly with the remuneration of a
member of the Key Management Personnel.

3.

RESOLUTION 2 – RE-ELECTION OF A DIRECTOR – MR SCOTT FUNSTON
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purpose of clause 14.2 of the Constitution, ASX Listing Rule 14.5
and for all other purposes, Mr Scott Funston, a Director, retires by rotation,
and being eligible, is re-elected as a Director.”

4.

RESOLUTION 3 – ISSUE OF SHARES TO MR FLETCHER QUINN IN LIEU OF CASH
CONSULTING FEES
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purposes of ASX Listing Rule 10.11 and for all other purposes,
approval is given for the Company to issue 250,000 Shares to Mr Fletcher
Quinn (or his nominee) on the terms and conditions set out in the Explanatory
Statement.”
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Voting Exclusion Statement:
The Company will disregard any votes cast in favour of the Resolution by or on behalf of
Mr Fletcher Quinn (or his nominee) and any other person who will obtain a material benefit
as a result of the issue of the securities (except a benefit solely by reason of being a holder
of ordinary securities in the Company) or an associate of that person or those persons.
However, this does not apply to a vote cast in favour of a resolution by:
(a)
a person as proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with directions given to the proxy or attorney to vote
on the Resolution in that way; or
(b)
the Chair as proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with a direction given to the chair to vote on the
Resolution as the Chair decides; or
(c)
a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity
on behalf of a beneficiary provided the following conditions are met:
(i)
the beneficiary provides written confirmation to the holder that the
beneficiary is not excluded from voting, and is not an associate of a
person excluded from voting, on the Resolution; and
(ii)
the holder votes on the Resolution in accordance with directions given
by the beneficiary to the holder to vote in that way.
Voting Prohibition Statement:
A person appointed as a proxy must not vote, on the basis of that appointment, on this
Resolution if:
(a)
the proxy is either:
(i)
a member of the Key Management Personnel; or
(ii)
a Closely Related Party of such a member; and
(b)
the appointment does not specify the way the proxy is to vote on this Resolution.
However, the above prohibition does not apply if:
(a)
the proxy is the Chair; and
(b)
the appointment expressly authorises the Chair to exercise the proxy even though
this Resolution is connected directly or indirectly with remuneration of a member
of the Key Management Personnel.

5.

RESOLUTION 4 – ISSUE OF SHARES TO MR KRIS KNAUER IN LIEU OF CASH CONSULTING
FEES
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purposes of ASX Listing Rule 10.11 and for all other purposes,
approval is given for the Company to issue 1,229,167 Shares to Mr Kris Knauer
(or his nominee) on the terms and conditions set out in the Explanatory
Statement.”
Voting Exclusion Statement:
The Company will disregard any votes cast in favour of the Resolution by or on behalf of
Mr Kris Knauer (or his nominee) and any other person who will obtain a material benefit as
a result of the issue of the securities (except a benefit solely by reason of being a holder of
ordinary securities in the Company) or an associate of that person or those persons.
However, this does not apply to a vote cast in favour of a resolution by:
(a)
a person as proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with directions given to the proxy or attorney to vote
on the Resolution in that way; or
(b)
the Chair as proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with a direction given to the chair to vote on the
Resolution as the Chair decides; or
(c)
a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity
on behalf of a beneficiary provided the following conditions are met:
(i)
the beneficiary provides written confirmation to the holder that the
beneficiary is not excluded from voting, and is not an associate of a
person excluded from voting, on the Resolution; and
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(ii)

the holder votes on the Resolution in accordance with directions given
by the beneficiary to the holder to vote in that way.

Voting Prohibition Statement:
A person appointed as a proxy must not vote, on the basis of that appointment, on this
Resolution if:
(a)
the proxy is either:
(i)
a member of the Key Management Personnel; or
(ii)
a Closely Related Party of such a member; and
(b)
the appointment does not specify the way the proxy is to vote on this Resolution.
However, the above prohibition does not apply if:
(a)
the proxy is the Chair; and
(b)
the appointment expressly authorises the Chair to exercise the proxy even though
this Resolution is connected directly or indirectly with remuneration of a member
of the Key Management Personnel.

6.

RESOLUTION 5 – ISSUE OF SHARES TO MR SCOTT FUNSTON IN LIEU OF CASH
CONSULTING FEES
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purposes of ASX Listing Rule 10.11 and for all other purposes,
approval is given for the Company to issue 356,250 Shares to Mr Scott
Funston (or his nominee) on the terms and conditions set out in the
Explanatory Statement.”
Voting Exclusion Statement:
The Company will disregard any votes cast in favour of the Resolution by or on behalf of
Mr Scott Funston (or his nominee) and any other person who will obtain a material benefit
as a result of the issue of the securities (except a benefit solely by reason of being a holder
of ordinary securities in the Company) or an associate of that person or those persons.
However, this does not apply to a vote cast in favour of a resolution by:
(a)
a person as proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with directions given to the proxy or attorney to vote
on the Resolution in that way; or
(b)
the Chair as proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with a direction given to the chair to vote on the
Resolution as the Chair decides; or
(c)
a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity
on behalf of a beneficiary provided the following conditions are met:
(i)
the beneficiary provides written confirmation to the holder that the
beneficiary is not excluded from voting, and is not an associate of a
person excluded from voting, on the Resolution; and
(ii)
the holder votes on the Resolution in accordance with directions given
by the beneficiary to the holder to vote in that way.
Voting Prohibition Statement:
A person appointed as a proxy must not vote, on the basis of that appointment, on this
Resolution if:
(a)
the proxy is either:
(i)
a member of the Key Management Personnel; or
(ii)
a Closely Related Party of such a member; and
(b)
the appointment does not specify the way the proxy is to vote on this Resolution.
However, the above prohibition does not apply if:
(a)
the proxy is the Chair; and
(b)
the appointment expressly authorises the Chair to exercise the proxy even though
this Resolution is connected directly or indirectly with remuneration of a member
of the Key Management Personnel.
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7.

RESOLUTION 6 – RATIFICATION OF PRIOR ISSUE OF SHARES – LISTING RULE 7.1
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purposes of ASX Listing Rule 7.4 and for all other purposes,
Shareholders ratify the issue of 80,897,644 Shares on the terms and conditions
set out in the Explanatory Statement.”
Voting Exclusion: The Company will disregard any votes cast in favour on the resolution by
or on behalf of a person who participated in the issue or any associates of those persons.
However, this does not apply to a vote cast in favour of a resolution by:
(a)
a person as a proxy or attorney for a person who is entitled to vote on the
resolution, in accordance with the directions given to the proxy or attorney for a
person who is entitled to vote on the resolution in that way; or
(b)
the Chair of the meeting as proxy or attorney for a person who is entitled to vote
on the resolution, in accordance with a direction given to the chair to vote on
the resolution as the chair decides; or
(c)
a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity
on behalf of a beneficiary provided the following conditions are met:
(i)
the beneficiary provides written confirmation to the holder that the
beneficiary is not excluded from voting, and is not an associate of a
person excluded from voting, on the resolution; and
(ii)
the holder votes on the resolution in accordance with directions given
by the beneficiary to the holder to vote in that way.

8.

RESOLUTION 7 – RATIFICATION OF PRIOR ISSUE OF SHARES – LISTING RULE 7.1A
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purposes of Listing Rule 7.4 and for all other purposes,
Shareholders ratify the issue of 19,102,356 Shares on the terms and conditions
set out in the Explanatory Statement.”
Voting Exclusion: The Company will disregard any votes cast in favour on the resolution by
or on behalf of a person who participated in the issue or any associates of those persons.
However, this does not apply to a vote cast in favour of a resolution by:
(a)
a person as a proxy or attorney for a person who is entitled to vote on the
resolution, in accordance with the directions given to the proxy or attorney for a
person who is entitled to vote on the resolution in that way; or
(b)
the Chair of the meeting as proxy or attorney for a person who is entitled to vote
on the resolution, in accordance with a direction given to the chair to vote on
the resolution as the chair decides; or
(c)
a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity
on behalf of a beneficiary provided the following conditions are met:
(i)
the beneficiary provides written confirmation to the holder that the
beneficiary is not excluded from voting, and is not an associate of a
person excluded from voting, on the resolution; and
(ii)
the holder votes on the resolution in accordance with directions given
by the beneficiary to the holder to vote in that way.
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9.

RESOLUTION 8 – APPROVAL OF 7.1A MANDATE
To consider and, if thought fit, to pass with or without amendment, the following
resolution as a special resolution:
“That pursuant to and in accordance with Listing Rule 7.1A and for all other
purposes, Shareholders approve the issue of Equity Securities up to 10% of
the fully paid issued Share capital of the Company (at the time of issue)
calculated in accordance with the formula prescribed in Listing Rule 7.1A.2
and on the terms and conditions in the Explanatory Memorandum.”

10.

RESOLUTION 9 – APPROVAL TO ISSUE SHARES – DEFERRED CONSIDERATION
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purposes of ASX Listing Rule 7.1 and for all other purposes,
approval is given for the Company to issue up to 18,000,000 Shares on the
terms and conditions set out in the Explanatory Statement.”
Voting Exclusion Statement:
The Company will disregard any votes cast in favour of the Resolution by or on behalf of a
person who participated in the issue or is a counterparty to the agreement being
approved (namely Torata Mining Resources TMR S.A) or an associate of that person or
those persons.
However, this does not apply to a vote cast in favour of the Resolution by:
(a)
a person as a proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with the directions given to the proxy or attorney to
vote on the Resolution in that way; or
(b)
the Chair as proxy or attorney for a person who is entitled to vote on the
Resolution, in accordance with a direction given to the Chair to vote on the
Resolution as the Chair decides; or
(c)
a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity
on behalf of a beneficiary provided the following conditions are met:
(i)
the beneficiary provides written confirmation to the holder that the
beneficiary is not excluded from voting, and is not an associate of a
person excluded from voting, on the Resolution; and
(ii)
the holder votes on the Resolution in accordance with directions given
by the beneficiary to the holder to vote in that way.

11.

RESOLUTION 10 – SECTION 195 APPROVAL
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, subject to the passing of Resolutions 3 to 9 (inclusive), for the purposes
of Section 195(4) of the Corporations Act and for all other purposes,
Shareholders approve and authorise the Company to complete the issues
as contemplated in Resolutions 3 to 5 (inclusive).”

Dated 21 October 2020
By order of the Board

Scott Funston
Company Secretary
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EXPLANATORY STATEMENT
This Explanatory Statement has been prepared to provide information which the Directors
believe to be material to Shareholders in deciding whether or not to pass the Resolutions.
1.

FINANCIAL STATEMENTS AND REPORTS
In accordance with the Constitution, the business of the Meeting will include
receipt and consideration of the annual financial report of the Company for the
financial year ended 30 June 2020 together with the declaration of the directors,
the directors’ report, the Remuneration Report and the auditor’s report.
The Company will not provide a hard copy of the Company’s annual financial
report to Shareholders unless specifically requested to do so. The Company’s
annual financial report is available on its website at www.challengerex.com.

2.

RESOLUTION 1 – ADOPTION OF REMUNERATION REPORT

2.1

General
The Corporations Act requires that at a listed company’s annual general meeting,
a resolution that the remuneration report be adopted must be put to the
shareholders. However, such a resolution is advisory only and does not bind the
company or the directors of the company.
The remuneration report sets out the company’s remuneration arrangements for
the directors and senior management of the company. The remuneration report
is part of the directors’ report contained in the annual financial report of the
company for a financial year.
The chair of the meeting must allow a reasonable opportunity for its shareholders
to ask questions about or make comments on the remuneration report at the
annual general meeting.

2.2

Voting consequences
A company is required to put to its shareholders a resolution proposing the calling
of another meeting of shareholders to consider the appointment of directors of
the company (Spill Resolution) if, at consecutive annual general meetings, at least
25% of the votes cast on a remuneration report resolution are voted against
adoption of the remuneration report and at the first of those annual general
meetings a Spill Resolution was not put to vote. If required, the Spill Resolution
must be put to vote at the second of those annual general meetings.
If more than 50% of votes cast are in favour of the Spill Resolution, the company
must convene a shareholder meeting (Spill Meeting) within 90 days of the second
annual general meeting.
All of the directors of the company who were in office when the directors' report
(as included in the company’s annual financial report for the most recent financial
year) was approved, other than the managing director of the company, will
cease to hold office immediately before the end of the Spill Meeting but may
stand for re-election at the Spill Meeting.
Following the Spill Meeting those persons whose election or re-election as directors
of the company is approved will be the directors of the company.
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2.3

Previous voting results
At the Company’s previous annual general meeting the votes cast against the
remuneration report considered at that annual general meeting were less than
25%. Accordingly, the Spill Resolution is not relevant for this Annual General
Meeting.

3.

RESOLUTION 2 – RE-ELECTION OF A DIRECTOR – MR SCOTT FUNSTON

3.1

Background
ASX Listing Rule 14.5 provides that an entity which has directors must hold an
election of directors at each annual general meeting.
Clause 14.2 of the Constitution provides that at each annual general meeting of
the Company, one-third of the Directors for the time being, or, if their number is
not a multiple of three, then the number nearest one-third (rounded upward), and
any other Director who is not in such one-third who has held office for three years
or more (except a managing director), must retire from office. Any Director
appointed by the Directors to fill a casual vacancy or as an addition to the
Directors under clause 14.4 of the Constitution is not taken into account when
determining the Directors who are to retire by rotation.
A Director who retires by rotation under clause 14.2 of the Constitution is eligible
for re-election.
The Company currently has three Directors. Accordingly, Mr Scott Funston must
retire by rotation in accordance with the Constitution.
(a)

Qualifications and other material directorships
Mr Funston is a qualified Chartered Accountant and Company Secretary
with nearly 20 years’ experience in the mining industry and the
accounting profession. His expertise is financial management, regulatory
compliance and corporate advice. Mr Funston possesses a strong
knowledge of the Australian Securities Exchange requirements and has
assisted a number of resources companies operating throughout
Australia, South America, Asia, USA and Canada with financial
accounting, stock exchange compliance and regulatory activities. Mr
Funston has performed roles as an executive director, non-executive
director, chief financial officer and company secretary for numerous ASX
listed companies.

(b)

Independence
Mr Funston has no interests, position, association or relationship that might
influence, or reasonably be perceived to influence, in a material respect
his capacity to bring an independent judgement to bear on issues before
the Board and to act in the best interest of the entity and its security
holders generally.
The Board has considered Mr Funston’s independence and considers that
he is not an independent Director.

3.2

Director Recommendation
The Directors (other than Scott Funston who has an interest in the outcome of
Resolution 2) support the re-election of Scott Funston as a Director.
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4.

RESOLUTIONS 3 TO 5 – ISSUE OF SHARES TO MR FLETCHER QUINN, MR KRIS KNAUER
AND MR SCOTT FUNSTON IN LIEU OF CASH CONSULTING FEES

4.1

Chapter 2E of the Corporations Act
Resolutions 3 to 5 seek Shareholder approval to for the issue of Shares to Mr Quinn,
Mr Knauer (or their nominees) in lieu of consulting fees for the period from 1 March
2020 to 31 December 2020 and Mr Funston (or his nominee) in lieu of consulting
fees for the period from 1 April 2020 to 31 December 2020 . As a consequence, no
cash payment by way of consulting fees for these periods is contemplated.
The consulting fee has been set at $50,000 for Mr Quinn, $245,833 for Mr Knauer
and $71,250 for Mr Funston for their combined services as Chairman, Managing
Director and Executive Director, CFO and Company Secretary respectively. In
order to preserve the Company’s cash, the directors’ have agreed, subject to
shareholder approval, to receive their fees in shares in the Company in lieu of
cash.
The deemed issue price of the Shares is calculated by reference to the previous
placement of 100,000,000 shares at 20 cents per share on 27 July 2020. If
Shareholders do not approve the issue of Shares, the outstanding fees will be paid
in cash.

4.2

Chapter 2E of the Corporations Act
For a public company, or an entity that the public company controls, to give a
financial benefit to a related party of the public company, the public company
or entity must:
(a)

obtain the approval of the public company’s members in the manner set
out in sections 217 to 227 of the Corporations Act; and

(b)

give the benefit within 15 months following such approval,

unless the giving of the financial benefit falls within an exception set out in sections
210 to 216 of the Corporations Act.
The proposed issue of Shares constitutes giving a financial benefit and Mr Quinn,
Mr Knauer and Mr Funston are related parties of the Company by virtue of being
Directors.
The Directors (other than those who have a material personal interest in the
Resolution) consider that Shareholder approval pursuant to Chapter 2E of the
Corporations Act is not required in respect of the issue of the Shares as the Shares
are being issued in lieu of outstanding consultancy fees owed to Mr Quinn, Mr
Knauer and Mr Funston and on this basis are considered reasonable remuneration
in the circumstances, negotiated on an arm’s length basis.
4.3

Listing Rule 10.11
Listing Rule 10.11 provides that unless one of the exceptions in Listing Rule 10.12
applies, a listed company must not issue or agree to issue equity securities to:
10.11.1

a related party;

10.11.2

a person who is, or was at any time in the 6 months before the issue or
agreement, a substantial (30%+) holder in the company;
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10.11.3

a person who is, or was at any time in the 6 months before the issue or
agreement, a substantial (10%+) holder in the company and who has
nominated a director to the board of the company pursuant to a
relevant agreement which gives them a right or expectation to do so;

10.11.4

an associate of a person referred to in Listing Rules 10.11.1 to 10.11.3;
or

10.11.5

a person whose relationship with the company or a person referred to
in Listing Rules 10.11.1 to 10.11.4 is such that, in ASX’s opinion, the issue
or agreement should be approved by its shareholders,

unless it obtains the approval of its shareholders.
The issue of Shares falls within Listing Rule 10.11.1 and does not fall within any of
the exceptions in Listing Rule 10.12. It therefore requires the approval of
Shareholders under Listing Rule 10.11.
Resolutions 3 to 5 seek the required Shareholder approval for the issue of the
Shares under and for the purposes of Chapter 2E of the Corporations Act and
Listing Rule 10.11.
4.4

Technical information required by Listing Rule 14.1A
If Resolutions 3 to 5 are passed, the Company will be able to proceed with the
issue of the Shares to the Directors within one month after the date of the Meeting
(or such later date as permitted by any ASX waiver or modification of the Listing
Rules). As approval pursuant to Listing Rule 7.1 is not required for the issue of the
Shares (because approval is being obtained under Listing Rule 10.11), the issue of
the Shares will not use up any of the Company’s 15% annual placement capacity.
If Resolutions 3 to 5 are not passed, the Company will not be able to proceed with
the issue of the Shares and the Company will be required to repay the outstanding
consultancy fees in cash.

4.5

Technical Information required by ASX Listing Rule 10.13
Pursuant to and in accordance with ASX Listing Rule 10.13, the following
information is provided in relation to Resolutions 3 to 5:
(a)

the Shares will be issued to Mr Quinn (subject to Resolution 3), Mr Knauer
(subject to Resolution 4) and Mr Funston (subject to Resolution 5) (or their
respective nominees), each of whom falls within the category set out in
Listing Rule 10.11.1 by virtue of being a Director;

(b)

the maximum number of Shares to be issued is 250,000 Shares to Mr Quinn,
1,229,167 Shares to Mr Knauer and 356,250 to Mr Funston;

(c)

the Shares issued were all fully paid ordinary shares in the capital of the
Company issued on the same terms and conditions as the Company’s
existing Shares;

(d)

the Shares will be granted no later than 1 month after the date of the
Meeting (or such later date to the extent permitted by any ASX waiver or
modification of the ASX Listing Rules) and it is intended that issue of the
Shares will occur on the same date;
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(e)

the Shares are being issued for nil cash consideration in lieu of the
consultancy fees owed / or will be owing to Mr Quinn, Mr Knauer and Mr
Funston, accordingly, no funds will be raised;

(f)

the Shares are not being issued under an agreement.

Approval pursuant to ASX Listing Rule 7.1 is not required for the issue of the Shares
as approval is being obtained under ASX Listing Rule 10.11. Accordingly, the issue
of the Shares to Mr Quinn, Mr Knauer and Mr Funston (or their nominees) will not
be included in the use of the Company’s 15% annual placement capacity
pursuant to ASX Listing Rule 7.1.
5.

RESOLUTIONS 6 & 7 – RATIFICATION OF PRIOR ISSUE OF SHARES

5.1

General
On 16 July 2020, the Company announced that it had completed a capital raising
to accelerate its projects in Argentina and Ecuador, through the issue of
100,000,000 Shares at an issue price of $0.20 per Share to raise $20,000,000
(Placement) (Placement Shares).
On 23 July 2020, the Company issued 100,000,000 Placement Shares. 80,897,644
Placement Shares were issued pursuant to the Company’s capacity under Listing
Rule 7.1 (being, the subject of Resolution 6) and 19,102,356 Shares were issued
pursuant to the Company’s 7.1A mandate (being, the subject of Resolution 7).
The purpose of Resolutions 6 and 7 is to ratify the issue of the 100,000,000
Placement Shares issued to unrelated parties who participated in the Placement
pursuant to ASX Listing Rule 7.4 (Ratification).

5.2

Listing Rules 7.1 and 7.1A
Broadly speaking, and subject to a number of exceptions, ASX Listing Rule 7.1
provides that a company must not, subject to specified exceptions, issue or agree
to issue more equity securities during any 12 month period than that amount which
represents 15% of the number of fully paid ordinary securities on issue at the
commencement of that 12 month period.
Under Listing Rule 7.1A however, an eligible entity can seek approval from its
members, by way of a special resolution passed at its annual general meeting, to
increase this 15% limit by an extra 10% to 25%.
The Company obtained approval to increase its limit to 25% at the annual general
meeting held on 28 November 2019.
The issue of the Placement Shares does not fit within any of the exceptions set out
in Listing Rule 7.2 and, as it has not yet been approved by Shareholders, it
effectively uses up part of the 15% limit in Listing Rule 7.1, reducing the Company’s
capacity to issue further equity securities without Shareholder approval under
Listing Rule 7.1 for the 12 month period following the date of issue of the Placement
Shares.

5.3

Listing Rule 7.4
ASX Listing Rule 7.4 sets out an exception to ASX Listing Rule 7.1. It provides that
where a company in general meeting ratifies the previous issue of securities made
pursuant to ASX Listing Rule 7.1 (and provided that the previous issue did not
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breach ASX Listing Rule 7.1) those securities will be deemed to have been made
with shareholder approval for the purpose of ASX Listing Rule 7.1.
By ratifying this issue, the Company will retain the flexibility to issue equity securities
in the future up to the 15% annual placement capacity set out in ASX Listing
Rule 7.1 without the requirement to obtain prior Shareholder approval.
Resolutions 6 and 7 seek Shareholder ratification pursuant to Listing Rule 7.4 for the
issue of the 100,000,000 Placement Shares.
5.4

Technical information required by Listing Rule 14.1A
If Resolutions 6 and 7 are passed, the Placement Shares will be excluded in
calculating the Company’s combined 25% limit in Listing Rules 7.1 and 7.1A,
effectively increasing the number of equity securities the Company can issue
without Shareholder approval over the 12 month period following the date of issue
of the Placement Shares.
If Resolutions 6 and 7 are not passed, the Placement Shares will be included in
calculating the Company’s combined 25% limit in Listing Rules 7.1 and 7.1A,
effectively decreasing the number of equity securities that the Company can
issue without Shareholder approval over the 12 month period following the date
of issue of the Placement Shares.
It is noted that the Company’s ability to utilise the additional 10% capacity
provided for in Listing Rule 7.1A for issues of equity securities following this Meeting
remains conditional on Resolution 8 being passed at this Meeting.

5.5

Technical information required by ASX Listing Rule 7.5
Pursuant to and in accordance with ASX Listing Rule 7.5, the following information
is provided in relation to the Ratification:
(a)

the Shares were issued to strategic investors and domestic institutions who
are:
(i)

clients of Peloton Capital, Fosters Stockbroking and Henslow that
were identified through a bookbuild process; or

(ii)

existing Shareholders;

(b)

in accordance with paragraph 7.4 of ASX Guidance Note 21, the
Company confirms that none of the recipients were related parties of the
Company, members of the Company’s Key Management Personnel,
substantial holders of the Company, advisers of the Company or an
associate of any of these parties; and

(c)

100,000,000 Shares were issued on the following basis:

(d)

(i)

80,897,644 Shares issued pursuant to Listing Rule 7.1 (ratification
of which is sought under Resolution 6); and

(ii)

19,102,356 Shares issued pursuant to Listing Rule 7.1A (ratification
of which is sought under Resolution 7);

the Shares issued are fully paid ordinary shares in the capital of the
Company issued on the same terms and conditions as the Company’s
existing Shares;
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(e)

the Shares were issued on 23 July 2020;

(f)

the issue price of the Shares is $0.20 per Share. The Company has not and
will not receive any other consideration for the issue of the Shares;

(g)

the funds raised from the Placement will be used:

(h)

(i)

on a significantly larger drilling program at the Hualilan Gold
Project;

(ii)

on a drilling program at the Colorado V Gold / Copper Project;

(iii)

an extensive program of re-assaying the historical Colorado V
drill core, follow up geophysics and drilling at the El Guayabo
Gold/Copper Project;

(iv)

further expanding the Company’s tenement position at both
Projects; and

(v)

general working capital; and

the Shares were not issued under an agreement.

6.

RESOLUTION 8 – APPROVAL OF 7.1A MANDATE

6.1

General
Broadly speaking, and subject to a number of exceptions, Listing Rule 7.1 limits the
amount of Equity Securities that a listed company can issue without the approval
of its shareholders over any 12 month period to 15% of the fully paid ordinary
securities it had on issue at the start of that period.
However, under Listing Rule 7.1A, an eligible entity may seek shareholder approval
by way of a special resolution passed at its annual general meeting to increase
this 15% limit by an extra 10% to 25% (7.1A Mandate).
An eligible entity for the purposes of Listing Rule 7.1A is an entity that:
(a)

is not included in the S&P/ASX 300 Index; and

(b)

has a market capitalisation of $300 million or less (excluding restricted
securities and securities quoted on a deferred settlement basis),

(Eligible Entity).
The Company is an Eligible Entity as it is not included in the S&P / ASX 300 Index
and has a current market capitalisation of approximately $136,232,171.67 (based
on the number of Shares on issue and the closing price of Shares on the ASX on
6 October 2020 and excluding any restricted securities that may be on issue).
The Company is now seeking Shareholder approval by way of a special resolution
to have the ability to issue Equity Securities under the 7.1A Mandate. The exact
number of Equity Securities that may be issued under the 7.1A Mandate will be
determined in accordance with the formula prescribed in Listing Rule 7.1A.2.
If Resolution 8 is passed, the Company will be able to issue Equity Securities up to
the combined 25% limit in Listing Rules 7.1 and 7.1A without any further Shareholder
approval.
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If Resolution 8 is not passed, the Company will not be able to access the additional
10% capacity to issue Equity Securities without Shareholder approval under Listing
Rule 7.1A, and will remain subject to the 15% limit on issuing Equity Securities
without Shareholder approval set out in Listing Rule 7.1.
Resolution 8 is a special resolution and therefore requires approval of 75% of the
votes cast by Shareholders present and eligible to vote (in person, by proxy, by
attorney or, in the case of a corporate Shareholder, by a corporate
representative).
6.2

Technical information required by ASX Listing Rule 7.1A
Pursuant to and in accordance with ASX Listing Rule 7.3A, the information below
is provided in relation to this Resolution 8:
(a)

Period for which the 7.1A Mandate is valid
The 7.1A Mandate will commence on the date of the Meeting and expire
on the first to occur of the following:

(b)

(i)

the date that is 12 months after the date of this Meeting;

(ii)

the time and date of the Company’s next annual general
meeting; and

(iii)

the time and date of approval by Shareholders of any
transaction under Listing Rule 11.1.2 (a significant change in the
nature or scale of activities) or Listing Rule 11.2 (disposal of the
main undertaking).

Minimum Price
The minimum price at which the Equity Securities may be issued is 75% of
the volume weighted average price of Equity Securities in that class,
calculated over the 15 ASX trading days on which trades in that class
were recorded immediately before:

(c)

(i)

the date on which the price at which the Equity Securities are to
be issued is agreed; or

(ii)

if the Equity Securities are not issued within 5 ASX trading days of
the date in section (b), the date on which the Equity Securities
are issued.

Risk of voting dilution
Any issue of Equity Securities under the 7.1A Mandate will dilute the
interests of Shareholders who do not receive any Shares under the issue.
If Resolution 8 is approved by Shareholders and the Company issues the
maximum number of Equity Securities available under the 7.1A Mandate,
the economic and voting dilution of existing Shares would be as shown in
the table below.
The table below shows the dilution of existing Shareholders calculated in
accordance with the formula outlined in ASX Listing Rule 7.1A(2), on the
basis of the market price of Shares and the number of Equity Securities on
issue as at 6 October 2020:
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The table also shows the voting dilution impact where the number of
Shares on issue (Variable A in the formula) changes and the economic
dilution where there are changes in the issue price of Shares issued under
the 7.1A Mandate.
Dilution
Issue Price
Number of Shares on Issue
(Variable A in ASX Listing Rule
7.1A2)

Shares issued –
10% voting
dilution

$0.105

$0.21

$0.32

50%
decrease

Issue Price

50% increase

Funds Raised
Current

651,166,294
Shares

65,116,629
Shares

$6,837,246

$13,674,492

$20,511,738

50%
increase

976,749,441
Shares

97,674,944

$10,255,869

$20,511,738

$30,767,607

100%
increase

1,302,332,588
Shares

130,233,258
Shares

$13,674,492

$27,348,984

$41,023,476

Shares

*The number of Shares on issue (Variable A in the formula) could increase as a result
of the issue of Shares that do not require Shareholder approval (such as under a prorata rights issue or scrip issued under a takeover offer) or that are issued with
Shareholder approval under Listing Rule 7.1.
The table above uses the following assumptions:
1.

There are currently 650,560,044 Shares on issue comprising:
(a)

648,724,627 existing Shares as at the date of this Notice of Meeting;

(b)

250,000 Shares which will be issued if Resolution 3 is passed at this
Meeting;

(c)

1,835,417 Shares which will be issued if Resolution 4 is passed at this
Meeting;

(d)

356,250 Shares which will be issued if Resolution 5 is passed at this
Meeting;

2.

The issue price set out above is the closing price of the Shares on the ASX on
6 October 2020;

3.

The Company issues the maximum possible number of Equity Securities under
the 7.1A Mandate.

4.

The Company has not issued any Equity Securities in the 12 months prior to the
Meeting that were not issued under an exception in Listing Rule 7.2 or with
approval under Listing Rule 7.1.

5.

The issue of Equity Securities under the 7.1A Mandate consists only of Shares. It
is assumed that no Options are exercised into Shares before the date of issue
of the Equity Securities.

6.

The calculations above do not show the dilution that any one particular
Shareholder will be subject to. All Shareholders should consider the dilution
caused to their own shareholding depending on their specific circumstances.

7.

This table does not set out any dilution pursuant to approvals under ASX Listing
Rule 7.1 unless otherwise disclosed.

8.

The 10% voting dilution reflects the aggregate percentage dilution against the
issued share capital at the time of issue. This is why the voting dilution is shown
in each example as 10%.

9.

The table does not show an example of dilution that may be caused to a
particular Shareholder by reason of placements under the 7.1A Mandate,
based on that Shareholder’s holding at the date of the Meeting.

Shareholders should note that there is a risk that:
(i)

the market price for the Company’s Shares may be significantly
lower on the issue date than on the date of the Meeting; and
16

(ii)
(d)

the Shares may be issued at a price that is at a discount to the
market price for those Shares on the date of issue.

Purpose of Issue under 7.1A Mandate
The Company may issue Equity Securities under the 7.1A Mandate to use
the funds raised towards an acquisition of new assets or investments
(including expense associated with such acquisition), continued
exploration and feasibility study expenditure on the Company’s current
assets and/or general working capital.
The Company will comply with the disclosure obligations under Listing
Rules 7.1A(4) and 3.10.5A upon issue of any Equity Securities.

(e)

Compliance with ASX Listing Rules 7.1A.4 and 3.10.5A
When the Company issues Equity Securities pursuant to the 7.1A
Mandate, it must give to ASX:

(f)

(i)

a list of the recipients of the Equity Securities and the number of
Equity Securities issued to each (not for release to the market), in
accordance with Listing Rule 7.1A.4; and

(ii)

the information required by Listing Rule 3.10.5A for release to the
market.

Allocation policy under the 7.1A Mandate
The recipients of the Equity Securities to be issued under the 7.1A
Mandate have not yet been determined. However, the recipients of
Equity Securities could consist of current Shareholders or new investors (or
both), none of whom will be related parties of the Company.
The Company will determine the recipients at the time of the issue under
the 7.1A Mandate, having regard to the following factors:
(i)

the purpose of the issue;

(ii)

alternative methods for raising funds available to the Company
at that time, including, but not limited to, an entitlement issue or
other offer where existing Shareholders may participate;

(iii)

the effect of the issue of the Equity Securities on the control of the
Company;

(iv)

the circumstances of the Company, including, but not limited to,
the financial position and solvency of the Company;

(v)

prevailing market conditions; and

(vi)

advice from corporate, financial and broking advisers (if
applicable).

Further, if the Company is successful in acquiring new resources, assets or
investments, it is likely that the recipients under the 7.1A Mandate will be
vendors of the new resources, assets or investments.
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6.3

Previous approval under Listing Rule 7.1A
The Company previously obtained approval from its Shareholders pursuant to ASX
Listing Rule 7.1A on 28 November 2019 (Previous Approval).
During the 12-month period preceding the date of the Meeting, being on and
from 28 November 2019, the Company issued 19,102,356 Shares pursuant to the
Previous Approval (Previous Issue), which represent approximately 4.07% of the
total diluted number of Equity Securities on issue in the Company on 20 October
2020.
Further details of Previous Issue are set out in Schedule 3.

6.4

Voting Exclusion
A voting exclusion statement is included in this Notice. As at the date of this
Notice, the Company has not invited any existing Shareholder to participate in an
issue of Equity Securities under ASX Listing Rule 7.1A. Therefore, no existing
Shareholders will be excluded from voting on Resolution 8.

7.

RESOLUTION 9 – APPROVAL TO ISSUE SHARES – DEFERRED CONSIDERATION

7.1

Background
As announced on 29 April 2019, the Company has entered into a terms sheet with
AEP Corporation Pty Limited (ACN 627 617 976) (AEP) and its shareholders pursuant
to which the Company agreed to acquire 100% of the issued capital in AEP.
Under an earn in agreement, the Company (via a subsidiary of AEP) can acquire
up to a 100% of the shares in Torata Mining Resources TMR S.A (Torata) (Torata
Shares) from Torata’s shareholders (being the parties set out in Schedule 1)
(Vendors) (Earn-In Agreement).
Following the acquisition of Torata, the Company will have a 100% interest in the
El Guayabo Project, an advanced exploration stage project covering a project
area of 2.8km2 located in Ecuador. A summary of the El Guayabo Project is set
out in Schedule 2.
The terms of the Earn-in Agreement, which were granted Shareholder approval at
the Company’s general meeting that was held on 29 April 2019 are as follows:
Project Interest

Cumulative
Interest

Project Milestones

19.9%

19.9%

Existing interest in the project

15.1%

35%

Expenditure of $2 million by 15 June 2020

16%

51%

Expenditure of an additional A$3 million by 1 June
2022

49%

100%

The issue of 180,000,000 Shares to the Vendors by
15 December 2022.
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The parties have agreed to amend the Earn-In Agreement’s terms as follows:
Project Interest

Cumulative
Interest

Project Milestones

19.9%

19.9%

Existing interest in the project

80.1%

100%

The issue of 18,000,000 Shares (Earn In Shares) to
the Vendors by 15 December 2022.

As such, the Company now seeks to obtain Shareholder approval to issue
18,000,000 Earn-In Shares to the Vendors in the proportions set out in Schedule 1.
7.2

Listing Rule 7.1
As summarised in Section 5.2 above, Listing Rule 7.1 limits the amount of equity
securities that a listed company can issue without the approval of its shareholders
over any 12 month period to 15% of the fully paid ordinary shares it had on issue
at the start of that period.
The proposed issue of the Earn-In Shares does not fall within any of the exceptions
set out in Listing Rule 7.2 and exceeds the 15% limit in Listing Rule 7.1. It therefore
requires the approval of Shareholders under Listing Rule 7.1.
Resolution 9 seeks Shareholder approval for the purposes of Listing Rule 7.1 for the
issue of the Earn-In Shares.

7.3

Technical information required by Listing Rule 7.1
Pursuant to and in accordance with Listing Rule 7.3, the following information is
provided in relation to Resolution 9:
(a)

the Earn-In Shares will be issued to the Vendors;

(b)

the maximum number of Earn-In Shares to be issued is 18,000,000. The
Earn-In Shares issued will be fully paid ordinary shares in the capital of the
Company issued on the same terms and conditions as the Company’s
existing Shares;

(c)

as set out in Section 7.1, the Earn-In Shares will be issued later than 3
months after the date of the Meeting and the Company has previously
received a waiver of the ASX Listing Rules to enable the Earn-In Shares to
be issued before 15 December 2022;

(d)

the Earn-In Shares will be issued at a nil issue price, in consideration for the
acquisition of the remaining Torata Shares and a 100% interest in the El
Guayabo Project;

(e)

the purpose of the issue of the Earn-In Shares is to satisfy the Company’s
obligations under the Earn-In Agreement;

(f)

the Earn-In Shares are being issued to the Vendors under the Earn-In
Agreement. A summary of the material terms of the Earn-In Agreement
is set out in Section 7.1; and

(g)

the Earn-In Shares are not being issued under, or to fund, a reverse
takeover.
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8.

RESOLUTION 10 – SECTION 195 APPROVAL
Section 195 of the Corporations Act essentially provides that a director of a public
company may not vote or be present during meetings of directors when matters
in which that director holds a 'material personal interest' are being considered.
The Directors have a material personal interest in the outcome of Resolution 3 to
Resolution 5 (inclusive). In the absence of Resolution 10, the Directors may not be
able to form a quorum at a Director's meeting necessary to carry out the terms of
these Resolutions.
The Directors have accordingly exercised their right under section 195(4) of the
Corporations Act to put the issue to Shareholders to resolve upon.

20

GLOSSARY
7.1A Mandate has the meaning given in Section 6.1.
$ means Australian dollars.
AEST means Australian Eastern Standard Time.
Annual General Meeting or Meeting means the meeting convened by the Notice.
ASX means ASX Limited (ACN 008 624 691) or the financial market operated by ASX
Limited, as the context requires.
ASX Listing Rules means the listing rules of ASX.
Board means the current board of directors of the Company.
Chair means the chair of the Meeting.
Closely Related Party of a member of the Key Management Personnel means:
(a)

a spouse or child of the member;

(b)

a child of the member’s spouse;

(c)

a dependent of the member or the member’s spouse;

(d)

anyone else who is one of the member’s family and may be expected to
influence the member, or be influenced by the member, in the member’s dealing
with the entity;

(e)

a company the member controls; or

(f)

a person prescribed by the Corporations Regulations 2001 (Cth) for the purposes
of the definition of ‘closely related party’ in the Corporations Act.

Company means Challenger Exploration Limited (ACN 123 591 382).
Constitution means the Company’s constitution.
Corporations Act means the Corporations Act 2001 (Cth).
Directors mean the current directors of the Company.
Earn-In Agreement has its meaning given in Section 7.1.
Earn-In Share has its meaning given in Section 7.1.
Eligible Entity means an entity that, at the date of the relevant general meeting:
(a)

is not included in the S&P/ASX 300 Index; and

(b)

has a maximum market capitalisation (excluding restricted securities and
securities quoted on a deferred settlement basis) of $300,000,000.

Equity Securities includes a Share, a right to a Share or Option, an Option, a convertible
security and any security that ASX decides to classify as an Equity Security.
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Explanatory Statement means the explanatory statement accompanying the Notice.
Key Management Personnel has the same meaning as in the accounting standards issued
by the Australian Accounting Standards Board and means those persons having authority
and responsibility for planning, directing and controlling the activities of the Company, or
if the Company is part of a consolidated entity, of the consolidated entity, directly or
indirectly, including any director (whether executive or otherwise) of the Company, or if
the Company is part of a consolidated entity, of an entity within the consolidated group.
Notice or Notice of Meeting means this notice of meeting, including the Explanatory
Statement and the Proxy Form.
Option means an option to acquire a Share.
Proxy Form means the proxy form accompanying the Notice.
Remuneration Report means the remuneration report set out in the Directors’ report section
of the Company’s annual financial report for the year ended 30 June 2020.
Resolutions means the resolutions set out in the Notice, or any one of them, as the context
requires.
Schedule means a schedule to this Notice.
Share means a fully paid ordinary share in the capital of the Company.
Shareholder means a registered holder of a Share.
Torata means Torata Mining Resources TMR S.A.
Torata Share means a share in Torata.
Variable A means “A” as set out in the formula in ASX Listing Rule 7.1A(2).
Vendors means the shareholders of Torata as at the date of the Earn-In Agreement and
as set out in Schedule 1.
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SCHEDULE 1 – THE VENDORS
Name of Vendor

Torata Shares

Earn-In Shares

B&O Global World Trading GWT S.A.

679

15,277,500

Dario Virgilio Palacios Burneo

120

2,700,000

1

22,500

800

18,000,000

Da Silva Alheiro Joao Paulo
Total:

23

SCHEDULE 2 – THE EL GUAYABO PROJECT
1.

Overview
El Guayabo is an advanced exploration stage project covering a project area of
2.8km2 located in Ecuador and along strike from TSX listed Lumina Gold’s
Cangrejos deposit.
The El Guayabo Project is situated in El Oro Province, in southern Ecuador. The El
Guayabo Project is located 36 km SE of the provincial capital, Machala which is
located on the coast. El Oro Province is named after the historically important
gold production which was a significant contributor to the provincial economy.
The El Guayabo Project lies in the central to north-central part of the PortoveloZaruma gold mining district within the Cangrejos Zaruma intrusive belt.
Access to the El Guayabo Project is possible from the town of Santa Rosa by
paved road (18 km) and gravel road (5 km). The “El Guayabo” exploration licence
encompasses an area of 280 hectares.

2.

Geology
The El Guayabo Project is located at the western end of the late Oligocene to
Early Miocene Cangrejos Zaruma intermediate alkaline intrusive belt, which is
controlled by an NW-striking fault zone. The intrusions range in age from 40 – 10
Ma, suggesting a long-lived intrusive complex as is the case for much of western
South America (Chile – Peru – Bolivia). The intrusions in the belt are commonly
overprinted by late porphyry dykes and intrusion breccia suggesting deeper,
evolving magmatic systems are feeding shallower systems.
The host rocks for the intrusive complex are metamorphic basement and
Oligocene – Mid-Miocene volcanic rocks. This suggests the intrusions are of a
similar age to the host volcanic sequence, which also suggests an evolving
basement magmatic system. The NW-striking fault zone to the SW of the El
Guayabo Project is a bounding structure for the volcanic basin suggesting it may
have a regional control on the intrusive complex (SRK Consulting- High level review
of the El Guayabo and Hualilan projects 27 July 2018).
Intrusions are described in the available core logs as quartz diorite and dacite.
Mineralisation has been recognised in:
(a)

Steeply plunging breccia bodies and in the metamorphic host rock
adjacent to the breccia (up to 200 m in diameter).

(b)

Quartz veins and veinlets.

(c)

Disseminated pyrite and pyrrhotite in the intrusions and in the
metamorphic host rock near the intrusions.

Ten breccias have been identified which are described as quartz tourmaline. Two
breccia bodies have intermittently been exploited by tribute miners, namely the
Bloque De Cobre (Copper Block) and Bloque De Oro (Gold Block), (JKR
Consulting and data collected by Newmont (2018)).
The Gold Block breccia is a multi-event breccia. Early stage breccia is described
as angular, matrix supported (quartz and albite) with a variable block size. Higher
gold grades are associated with a later vuggy breccia stage with shallowly
dipping veins and the presence of tourmaline with the copper and gold minerals.
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In addition, there are historically reported gold veins occurring in the SW of the
exploration licence at Vetas Ecuaba. These veins have a NW strike, contain
quartz, arsenopyrite, chalcopyrite and gold
3.

Previous Exploration
Previous exploration was completed by Newmont Mining Corporation and Odin
Mining and Exploration Ltd. Geological mapping, as well as soil and rock chip
sampling surveys have all been undertaken with 5274 pit and, outcrop samples
taken by Newmont currently being compiled. The results of this sampling indicates
widespread copper enrichment in rock chips >750 ppm over the eastern and
western parts of the licence and widespread gold in rockchips >100 ppb,
particularly over the Gold Block, Copper Block and NW parts of the exploration
licence.
A total of 33 drill holes (for 7490m) have been completed at the El Guayabo
Project by Newmont Mining Corporation and Odin Mining and Exploration Ltd.
Drill logs for all holes have been compiled, including logs for lithology, core
recovery, samples, assay and magnetic susceptibility. Most holes have a
significant intersection suggesting there is considerable potential to extend the
known mineralisation. (SRK Consulting- High level review of the El Guayabo and
Hualilan projects 27 July 2018).
Fourteen (14) diamond core holes (JDH-001 – JDH-014) were completed by
Newmont in one campaign. Two of these holes (JDH-005 and JDH-010) are drilled
outside the current exploration licence. The samples from the first 5 holes were
analysed for gold only. The samples from the remaining 9 holes were analysed for
Au, Ag, Cu, Zn, Pb and As. Of these, 6 holes still have core stored for check assay
and to test for other elements. A further 19 holes were completed by Odin Mining
with samples analysed for Au (screen fire and fire assay), Ag, Cu, Zn, Pb, As and
Mo.
A review of the historical drilling has indicated that many of the holes terminated
prior to target and a number ended in ore grade mineralization. Only two of the
ten known breccia bodies on the property have been systematically drilled and
sampled Additionally alteration, controls on mineralisation and mineral
assemblages are not consistently logged and have been re-logged with the core
that remains. Newmont’s early holes intersected visible chalcopyrite but samples
were analysed for gold only.
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SCHEDULE 3 – PREVIOUS ISSUE
The following information is provided in accordance with Listing Rule 7.3A.6(b) in respect
of the Previous Issue:
Date of Issue and
Appendices 3B and
2A

Date of Issue: 23 July 2020

Recipients

Professional and sophisticated investors as part of a placement
announced on 16 July 2020. The placement participants were
existing Shareholders or were identified through a bookbuild
process, which involved Peloton Capital, Fosters Stockbroking
and Henslow seeking expressions of interest to participate in the
placement from non-related parties of the Company.

Number and Class
of Equity Securities
Issued

100,000,000 Shares2

Issue Price and
discount to Market
Price1 (if any)

$0.20 per Share (at a discount 2.5% to Market Price).

Total Cash
Consideration and
Use of Funds

Amount raised: $20,000,000

Date of Appendix 3B: 16 July 2020
Date of Appendix 2A: 23 July 2020

Amount spent: $500,000
Use of funds: Exploration and Development of the Hualilan Gold
Project in Argentina and the Elguayabo Gold/Copper Projects in
Ecuador.
Amount remaining: $19,500,000
Proposed use of remaining funds3: Exploration and Development
of the Hualilan Gold Project in Argentina and the Elguayabo
Gold/Copper Projects in Ecuador.

Notes:
1.

Market Price means the closing price of Shares on ASX (excluding special crossings, overnight sales
and exchange traded option exercises). For the purposes of this table the discount is calculated on
the Market Price on the last trading day on which a sale was recorded prior to the date of issue of
the relevant Equity Securities.

2.

Fully paid ordinary shares in the capital of the Company, ASX Code: CEL (terms are set out in the
Constitution).

3.

This is a statement of current intentions as at the date of this Notice. 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 the funds are applied on this basis.
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