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14 February 2018  

James Rowe 
Manager ASX Listings Compliance 
ASX Compliance Pty Limited 
20 Bridge Street 
SYDNEY NSW 2000 
 
By email: tradinghaltsperth@asx.com.au 
 
Dear Mr Rowe 

BPH ENERGY LIMITED (“BPH” OR “COMPANY”) 

We refer to the letter received by the Company from ASX (“ASX letter”) dated 9 February 2018 and 
respond as follows: 

ASX query 

1) Please advise how much of the funds raised under the Rights Issue were expended on the 
following items as disclosed in the offer document: 
 
(a) Cortical Dynamics investment 
(b) Investment in oil and gas 
(c) HLS5 investment 
(d) Working capital 

Company response 

Set out in Appendix 1 is an analysis of the Company’s cash-flow expenditure for the 13 months 
ended 31 January 2018. From the cash flow data the following cash expenditure can be concluded: 

 

(a) Cortical Dynamics investment: $100,000 

(b) Investment in oil and gas: $Nil 

(c) HLS5 investment: $29,000 (by means of funds advanced to Molecular Discovery 
Systems Limited) 

 
(d) Working capital: $376,000 
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As outlined in Appendix 1, the working capital expenditure for the 13 month period was partly met 
by using the Company’s cash balances at 31 December 2016. In addition, the Company made 
$153,000 in loan repayments in the 13 months to Grandbridge Limited (“Grandbridge”) using the 
Company’s cash balances at 31 December 2016. 

ASX query 

2) Please advise as at the date of this letter how much of the funds raised under the Rights Issue 
and shortfall have been expended on the further investments in: 
 
(a) Medical devices 
(b) Oil and gas 
(c) Biotechnology 
(d) Working capital 
(e) Debt reduction 

Company response to (a), (b), (c), (d) 

The response provided to the previous question details the Company’s cash expenditure in the 13 
months to 31 January 2018.  Other than specified in the Company’s response to that question, there 
have been no further investments in medical devices, oil and gas, biotechnology and working capital.  

Company response to (e) 

The amount of funds raised under the Offer Document dated 11 January 2017 was reduced by a 
total of $295,038 due to offsets against loans with Directors and Underwriters.   
 
The Company made $153,000 in loan repayments in the 13 months to Grandbridge Limited 
(“Grandbridge”) using the Company’s cash balances at 31 December 2016.  
 

ASX query 

3) If funds raised under the Rights Issue and shortfall have not been expended on any of the 
following: 
 
(a) Medical devices 
(b) Oil and gas 
(c) Biotechnology 
(d) Working capital 
(e) Debt reduction 

as contemplated in the Rights Issue and subsequent Appendix 3B’s, please explain why the funds 
have not been spent in accordance with the use of funds table in the Rights Issue Offer document 
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Company response 

The use of funds table in the Offer Document dated 11 January 2017 was calculated on a full capital 
raising of $1,808,002 reduced by offsets of $286,650, to raise net cash of $1,521,352. In the end the 
net cash raised was $803,469, or 53% of the maximum set out in the Offer Document. 

(a) Cortical Dynamics investment:  
 
Cortical Dynamics Limited (“Cortical”) raised $475,000 in equity in the year to 30 June 
2017 (including $100,000 from BPH) and $224,000 equity in the 6 months to 31 
December 2017 to fund its operations. The capital raising success of the Cortical offer 
reduced Cortical’s funding requirements from BPH.  
 

(b) Investment in oil and gas: $Nil 
 

Funding offers have been made to MEC Resources Limited (“MEC”) / Advent that have 
not been accepted by their directors. 
 

(c) HLS5 investment:  
 
The MDS funding requirements for the 13 months were mitigated by their funding 
requirements.  
 

(d) Working capital:  

The working capital expenditure of $376,000 noted as the answer to ASX’s question 
(1)(d) is lower than the $378,002 estimated in the use of funds table in the Offer 
Document dated 11 January 2017. Although the Company only raised 53% of the cash 
proposed in the Offer Document dated 11 January 2017, working capital expenditure 
has been adversely impacted by the continuing legal actions with MEC. The ASX has 
been notified of developments in these actions, in particular please refer to the 
announcements of 4 July 2017, and 2 October 2017. At the time of the Offer Document 
dated 11 January 2017 it was not foreseen that these legal would actions would still be 
continuing. The Company paid $133,000 in legal costs for the 12 months to 31 
December 2017. 

(e) Debt reduction 
 
Not applicable 
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ASX query 

4) Please advise the nature of the investment of $100,000 disclosed in the 30 June 2017 
Appendix 5B cash flow report. In providing your response please indicate whether or not the 
investment was made in accordance with the use of funds table disclosed in the 11 January 
Non-Renounceable Rights Issue offer document. 

Company response 

It is assumed that this question relates to the Company’s Appendix 4C for the quarter ending 30 June 
2017. The $100,000 investment was in Cortical given as the answer to question 1(a). The reason the 
investment is lower than forecast in the use of funds table disclosed in the 11 January Non-
Renounceable Rights Issue offer document is provided as the answer to question 3(a). 

ASX query 

5) Please provide a breakdown of the administrative and corporate costs expenses over the 
preceding four quarters. In answering this question please indicate the payments (if any) 
made to Grandbridge Limited or related parties of BPH. 

Company response 

A breakdown of the administrative and corporate costs expenses as included in the Company’s 
Appendix 4C’s for the year ending 31 December 2017 are set out in Appendix 2, detailing payments 
made to Grandbridge or related parties of BPH together with other related party payments not 
included in administrative and corporate costs. 

ASX query 

6) Please confirm that BPH is in compliance with the Listing Rules and, in particular, Listing Rule 
3.1. 

Company response 

The Company confirms that it is in compliance with the Listing Rules and, in particular, Listing Rule 
3.1. 

ASX query 

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

Company response 

The response has been prepared by an Officer with delegated authority to respond to ASX on 
disclosure matters. 
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The Company also considers the following points as relevant to the questions raised in the ASX 
letter: 

1) Attention is drawn to the following sections of the Offer Document dated 11 January 2017 

Section 3.2 (Use of Funds)  

“The above table is a statement of the Board’s current intentions as at the date of this Offer 
Document. However, Shareholders should note that, as with any budget, the allocation of 
funds set out in the above table may change depending on a number of factors, including the 
outcome of operational and development activities, regulatory developments, market and 
general economic conditions and environmental factors. In light of this, the Board reserves the 
right to alter the way the funds are applied.” 

In the Company’s view this clearly states that the proposed use of funds in the Offer 
Document is not definitive. 

Section 5.4 (Industry Specific Risks) 
Subsection (c) (Oil and gas industry risks) 
Subsection (ii) (No Controlling Interest) 
 
“The Company’s current interest in Advent means the Company does not have a controlling 
interest and accordingly the Company does not have the capacity to determine the outcome 
of decisions about Advent Energy’s financial and operating policies.” 

In the Company’s view this clearly states that the investment of funds into its primary oil and 
gas asset, Advent is conditional on the co-operation of the Board of Advent and / or its major 
shareholder MEC.  

Section 5.5 (General Risks) 
Subsection (h) (Unforeseen expenditure risk) 
 
“Expenditure may need to be incurred that has not been taken into account in the preparation 
of this Prospectus.  Although the Company is not aware of any such additional expenditure 
requirements, if such expenditure is subsequently incurred, this may adversely affect the 
expenditure proposals of the Company.” 

The Company’s expenditure on working capital, primarily legal fees, has been impacted by 
the continuing legal actions with MEC. The ASX has been notified of developments in these 
actions, in particular please refer to the announcements of 4 July 2017, and 2 October 2017. 
At the time of the Offer Document dated 11 January 2017 it was not foreseen that these 
legal would actions would still be continuing. The Company paid $133,000 in legal costs for 
the 12 months to 31 December 2017. 

2) Attention is drawn to the following sections of the Entitlement Issue Prospectus dated 22 
November 2017 with respect to the Company’s expenditure going forward: 

Section 6.1 (Purpose of the Offer)  

“The above table is a statement of current intentions as of the date of this Prospectus. As with 
any budget, intervening events (including exploration success or failure) and new 
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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.” 

In the Company’s view this clearly states that the proposed use of funds in the Entitlement 
Issue Prospectus is not definitive. 

Section 8.3 (Industry Specific Risks) 
Subsection (c) (Oil and gas industry risks) 
Subsection (ii) (No Controlling Interest) 
 

“The Company’s current interest in Advent means the Company does not have a controlling 
interest and accordingly the Company does not have the capacity to determine the outcome 
of decisions about Advent Energy’s financial and operating policies.” 

In the Company’s view this clearly states that the investment of funds into its primary oil and 
gas asset, Advent is conditional on the co-operation of the Board of Advent and / or its major 
shareholder MEC.  

Section 8.4 (General Risks) 
Subsection (g) (Unforeseen expenditure risk) 
 

“Expenditure may need to be incurred that has not been taken into account in the preparation 
of this Prospectus.  Although the Company is not aware of any such additional expenditure 
requirements, if such expenditure is subsequently incurred, this may adversely affect the 
expenditure proposals of the Company.” 

The Company’s expenditure on working capital, primarily legal fees, continues to be impacted 
by the continuing legal actions with MEC. Section 4.1 (Risk Factors) of the Entitlement Issue 
Prospectus dated 22 November 2017 noted the continuing legal dispute with MEC. 

3) The Company’s Appendix 4C’s for the quarters ending 31 March 2017, 30 June 2017, 30 
September 2017, and 31 December 2017 have shown current and potential investors the 
Company’s actual cash expenditure in a timely manner. 
 

Yours sincerely 

 

David Breeze 
Executive Director
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APPENDIX 1: BPH CASHFLOW FOR THE 13 MONTHS ENDING 31 JANUARY 2018 

  

A B C D A-B+C+D
$000 $000 $000 $000 $000

Source Audited financial 
statements 12 mths 
ending 30 June 2017

Auditor reviewed financial  
statements 6 mths ending 

31 December 2016

Unaudited draft financial 
statements 6 mths ending 

31 December 2017

Unaudited internal cash 
flow for the 1 mth 

ending 31 January 2018

Unaudited cashflow 
13 mths ending 31 

January 2018
Notes

Net cash used in operating activities
Payments to suppliers and employees ($520) ($197) ($281) ($39) ($643)
Interest received $4 $2 $1 $3
Interest paid ($2) ($1) ($3)
Net cash used in operating activites ($518) ($195) ($281) ($39) ($643)

Cash flows (used in) investing activities
Loans (to) / from related parties ($4) ($9) ($16) ($29) 1
Investment in unlisted entity ($100) ($100) 2
Net cash (used in) investing activites ($104) $0 ($9) ($16) ($129)

Cash flows from investing activities
Share issue proceeds (net of share issue costs) $1,244 $553 $691 3
Share issue proceeds (net of share issue costs) ($15) $21 $5 4
Repayment of borrowings ($120) ($50) ($83) ($153) 5
Net cash provided by investing activities $1,124 $503 ($98) $21 $543

Net increase / (decrease) in cash held $502 $308 ($388) ($35) ($229)
Cash and cash equivalents at the beginning of the period $112 $112 $614 $226 $420
Cash and cash equivalents at the end of the period $614 $420 $226 $191 $191

The above data can be further analysed:

$000

Notes
Cash and cash equivalents at the beginning of the period (1 January 2017) $420
Repayment of borrowings ($153) 5
Payments to suppliers and employees ($643)

($376)

Notes:
1 Loan to Molecular Discovery Systems Limited
2 Investment in Cortical Dynamics Limited
3 January 2017 Rights Issue
4 November 2017 Rights Issue
5 Repayment of loan to Grandbridge Limited

Cash from share issue proceeds (net of share issue costs) used as payments to suppliers and employees and 
to Grandbridge for administration and service fees (ie working capital expenditure)

Unaudited cashflow 13 mths ending 31 January 2018
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APPENDIX 2: BREAKDOWN OF ADMINISTRATIVE AND CORPORATE COSTS FOR THE 12 MONTHS ENDING 31 DECEMBER 2017 

 

Appendices 4Cs 12months 
ended 31/12/2017

A$000

General corporate costs 39                                                 
Audit 27                                                 
David Breeze related fees (Trandcorp Pty Ltd) 40                                                 
Insurance 23                                                 
Legal 133                                               
Grandbridge Limited office services, administration, accommodation, fees and cost recoveries 293                                               
Thomas Fontaine consulting 15                                                 
Capital rasing costs shown in Appendix 4Cs under administration and corporate costs 63                                                 

Total administration and corporate costs (line 1.2 Appendix 4C) 632                                               

Related party payments inclued above: A$000

David Breeze related fees (Trandcorp Pty Ltd) 40                                                 
Grandbridge Limited office services, administration, accommodation, fees and cost recoveries 293                                               
Thomas Fontaine consulting (whilst he was a director of the Company) 15                                                 

Related party payments not inclued above A$000

Grandbridge Limited (repayment of loan, line 3.6 of Appendix 4C)) 153                                               
Grandbridge Limited and Grandbridge Securities Limited (capital raising costs) 21                                                 
Thomas Fontaine (capital raising costs) 1                                                   
David Breeze related fees (line 1.2(e) of Appendix 4C) 39                                                 
Investment in Cortical Dynamics Limited 100                                               
Loan to Molecular Discovery Syetems Limited 13                                                 

Notes
1) Payments inclue GST where applicable. GST refunds from the Australian Taxation Office have been set off against general 
corporate costs.
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