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CMP / HCH to execute MOU on Infrastructure Agreement
Speculative Buy
Equity Valuation

$0.96

Price Target

$0.75

12 month volume
12 month share low
12 month share high

63.9m
$0.17
$0.54

Market Risk
Liquidity Risk
Infrastructure Risk
Country Risk

High
Med
Low
Low
IRESS & DJC Research

HCH announced today that the company and its project partner, CMP, are progressing
towards the execution of an MOU on a joint infrastructure for the Productora Project. CMP
completed its due diligence and are now finalising legal documentation. CMP board
approval is still to be obtained, which we estimate could take 4 weeks. It is only after this
that the market will know the all-important terms of the agreement. Until then, it’s business
as usual. Also, first draw-down on the US$25m debt facility has occurred to enable
recommencement of drilling and study work in order to update the resource and reserve in
2H 2014 and for completion of the PFS which we estimate will be completed 1Q 2015.

Key Points
�

Infrastructure Agreement with CMP/CAP is a step closer: HCH has announced progress on
the Joint Infrastructure Agreement between HCH and CMP, its project partner at the
Productora Copper Project. The agreement itself has still not been signed but CMP has
successfully completed its due diligence and is now progressing towards the execution of the
documents. The execution and announcement of the terms are still subject to final legal review
and CMP board approval, so for now, it’s business as usual and we don’t anticipate much of a
reaction until the agreement is finally done. We expect this take anywhere up to 4 weeks so
would anticipate an end-of-July completion. Having said that, we view the news positively but it
still leaves the market without a definitive answer to questions around the terms, which will no
doubt include project equity arrangements between the partners going forward.

�

First draw-down on US$25m debt facility: Sprott Resource Lending Partnership (Sprott)
provided a US$25m secured debt facility term sheet to HCH for use in the completion of the
Productora PFS. HCH has taken first draw down on this facility of $10m, to enable the recommencement of operations to increase the resource and reserve and the outstanding study
work to complete the PFS. We estimate a 1Q 2015 completion date for this after the 6 month
delay experienced through 1H 2014.

�

Data room open: Discussions are continuing with several major groups who have access to
the HCH data room. These groups would presumably include some of the existing strategic
investors but potentially also new groups. The groups involved relate to the on-going funding
and development of the project and we expect that most of these would require the completion
of the PFS in addition to the completion of the Infrastructure Agreements before making any
decision on wanting to get further involved.

�

Recommendation: We maintain our Speculative Buy recommendation on HCH and leave our
target price unchanged at A$0.75.
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US$25m debt facility terms
The major terms of the debt facility are as follows:
�
�
�
�
�
�

Total facility amount of US$25 million.
Term of 12 months, with an option to extend for a further 12 months subject to certain
conditions and an extension fee of 2% of the amount outstanding, payable in Hot Chili shares.
Repayable prior to maturity, in full or in part, at the option of Hot Chili without penalty, provided
a minimum of 6 months of interest has been paid.
Interest rate of 12% per annum, payable monthly.
Establishment fee of 1% of the facility amount payable in cash, plus 11 million Hot Chili equity
options with an exercise price of A$0.30 and a maturity of 5 years.
Security package including general security over the property of the Company and guarantees
from the Company’s Chilean subsidiaries.

After draw down of the first $10m, the remaining US$15 can be drawn down subject to further
security directly over Productora mining concessions, and HCH reaching agreement and
substantially implementing the proposed Joint infrastructure agreement with CMP.
Change of control covenants and market covenants, including restrictions on incurring further debt
and minimum working capital requirements are also included.
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This Research report, accurately expresses the personal view of the Author.
DJ Carmichael Pty Limited, members of the Research Team; including authors of this report, its directors and employees advise that they may hold
securities, may have an interest in and/or earn brokerage and other benefits or advantages, either directly or indirectly from client transactions in stocks
mentioned in this report. DJ Carmichael Pty Limited has participated in capital raisings for Hot Chili Limited and was paid a fee for this service. DJ
Carmichael Pty Limited holds securities in Hot Chili Limited.
DJ Carmichael Pty Ltd is a wholly owned subsidiary of DJ Carmichael Group Pty Ltd ACN 114 921 247.
In accordance with Section 949A of the Corporations Act 2001 D J Carmichael Pty Limited advise this email contains general financial advice only. In
preparing this document D J Carmichael Pty Limited did not take into account the investment objectives, financial situation and particular needs
(‘financial circumstances’) of any particular person. Accordingly, before acting on any advice contained in this document, you should assess whether the
advice is appropriate in light of your own financial circumstances or contact your D J Carmichael Pty Limited adviser. D J Carmichael Pty Limited, its
Directors employees and advisers may earn brokerage or commission from any transactions undertaken on your behalf as a result of acting upon this
information. D J Carmichael Pty Limited, its directors and employees advise that they may hold securities, may have an interest in and/or earn
brokerage and other benefits or advantages, either directly or indirectly, from client transactions. D J Carmichael Pty Limited believe that the advice
herein is accurate however no warranty of accuracy or reliability is given in relation to any advice or information contained in this publication and no
responsibility for any loss or damage whatsoever arising in any way for any representation, act or omission, whether express or implied (including
responsibility to any persons by reason of negligence), is accepted by DJ Carmichael Pty Limited or any officer, agent or employee of D J Carmichael
Pty Limited. This message is intended only for the use of the individual or entity to which it is addressed and may contain information that is privileged,
confidential and exempt from disclosure under applicable law. If you are not the intended recipient or employee or agent responsible for delivering the
message to the intended recipient, you are hereby notified that any dissemination, distribution or copying of this communication and its attachments is
strictly prohibited.
The Author of this report made contact with the Hot Chili Limited for assistance with verification of facts, admittance to business sites, access to
industry/company information. No inducements have been offered or accepted by the company.
The recommendation made in this report is valid for four weeks from the stated date of issue. If in the event another report has been constructed and
released on Hot Chili Limited, the new recommendation supersedes this and therefore the recommendation in this report will become null and void.
Recommendation Definitions
SPECULATIVE BUY – 10% or more outperformance, high risk
BUY – 10% or more outperformance
HOLD – 10% underperformance to 10% over performance
SELL – 10% or more underperformance
Period: During the forthcoming 12 months, at any time during that period and not necessarily just at the end of those 12 months.
Stocks included in this report have their expected performance measured relative to the ASX All Ordinaries index. DJ Carmichael Pty Limited’s
recommendation is made on the basis of absolute performance. Recommendations are adjusted accordingly as and when the index changes.
To elect not to receive any further direct marketing communications from us, please reply to this email and type 'opt out ' in the subject line. Please allow
two weeks for request to be processed.
© 2014 No part of this report may be reproduced or distributed in any manner without permission of DJ Carmichael Pty Limited.
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