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Securities registered pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act:  Common Stock, Par value $0.001

Indicate by a check mark if the registrant is a well-known seasoned issuer, as defined by Rule 405 of the Securities
Act.  Yeso No þ

Indicate by a check mark whether the registrant is not required to file reports pursuant to Section 13 or Section 15 (d)
of the Securities Exchange Act. Yes o No þ

Indicate by check mark whether the registrant has (1) filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the past 12 months (or for such shorter period that the registrant was required
to file such reports) (2) has been subject to such filing requirement for the past 90 days. Yes þ Noo

Indicate by check mark whether the registrant has submitted electronically and posted on its website, if any, every
Interactive File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§325.405 of this chapter)
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
files), Yes þ Noo

Indicate by check if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (s229.405 of this chapter)
is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K X
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer oAccelerated Filer o

Non-Accelerated Filer oSmaller Reporting Company þ

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act):  Yes
o No þ

Aggregate market value of the voting stock held by non-affiliates of the registrant as of December 31, 2015:
$10,276,044

Indicate the number of Shares of outstanding of each of the Registrant's classes of common stock, as of the latest
practicable date:  As of September 30, 2016, the Registrant had 91,238,177 shares of common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

None
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FORWARD-LOOKING STATEMENTS

This report includes forward-looking statements as the term is defined in the Private Securities Litigation Reform Act
of 1995 or by the U.S. Securities and Exchange Commission in its rules, regulations and releases, regarding, among
other things, all statements other than statements of historical facts contained in this report, including statements
regarding our future financial position, business strategy and plans and objectives of management for future
operations. The words “believe,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “should,” “plan,” “could,” “target,” “potential,” “is
likely,” “will,” “expect” and similar expressions, as they relate to us, are intended to identify forward-looking statements.
We have based these forward-looking statements largely on our current expectations and projections about future
events and financial trends that we believe may affect our financial condition, results of operations, business strategy
and financial needs.  In addition, our past results of operations do not necessarily indicate our future results.

Other sections of this report may include additional factors which could adversely affect our business and financial
performance. New risk factors emerge from time to time and it is not possible for us to anticipate all the relevant risks
to our business, and we cannot assess the impact of all such risks on our business or the extent to

which any risk, or combination of risks, may cause actual results to differ materially from those contained in any
forward-looking statements. Those factors include, among others, those matters disclosed in this Annual Report on
Form 10-K.

Except as otherwise required by applicable laws and regulations, we undertake no obligation to publicly update or
revise any forward-looking statements or the risk factors described in this report, whether as a result of new
information, future events, changed circumstances or any other reason after the date of this report. Neither the Private
Securities Litigation Reform Act of 1995 nor Section 27A of the Securities Act of 1933 provides any protection to us
for statements made in this report. You should not rely upon forward-looking statements as predictions of future
events or performance. We cannot assure you that the events and circumstances reflected in the forward-looking
statements will be achieved or occur. Although we believe that the expectations reflected in the forward-looking
statements are reasonable, we cannot guarantee future results, levels of activity, performance or achievements.

4
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PART I

ITEM 1.  DESCRIPTION OF BUSINESS

Company Background

Freestone Resources, Inc. (the “Company” or “Freestone”), a Nevada corporation, is an oil and gas technology
development company that is actively developing and marketing technologies and solvents designed to benefit various
sectors in the oil and gas industry. The Company has re-launched its Petrozene™ solvent after developing a new and
improved formula. Petrozene™ is primarily used to dissolve paraffin buildup, and it is primarily used for pipelines, oil
storage tanks, oil sludge build up, de-emulsification, well treatment, as a corrosion inhibitor and as a catalyst in
opening up formations thereby aiding in oil production.

On June 24, 2015 Freestone purchased 100% of the common stock of C.C. Crawford Retreading Company, Inc.
(“CTR”), a Texas corporation. CTR is an Off-The-Road (“OTR”) tire company located in Ennis, Texas, and a wholly
owned subsidiary of Freestone. CTR’s primary business is to repair, recycle, dispose of and sell OTR tires, which are
used on large, industrial equipment. Freestone made the decision to purchased CTR in order to utilize the CTR facility
for the production of Petrozene™.

On June 24, 2015 the Company formed Freestone Dynamis Energy Products, LLC (“FDEP”) with Dynamis Energy,
LLC (“Dynamis”). FDEP was formed in order to operate and manage the specialized pyrolysis process that is used to
create Petrozene™ and other byproducts of value. Freestone chose to work with Dynamis based on their extensive
engineering and waste-to-energy expertise. Freestone owns a 70% member interest in FDEP.

The acquisition of CTR and the formation of FDEP have allowed Freestone to vertically integrate the Petrozene™
product line. CTR will remain an auxiliary company that will maintain existing operations that complement the efforts
of FDEP and Freestone.

Available Information
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The Freestone website is www.freestoneresources.com.  The Company’s references to the URLs for these websites are
intended to be inactive textual references only.  The Company’s Annual Report on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K, and amendments to reports filed pursuant to Sections 13(a) and 15(d) of
the Securities Exchange Act of 1934, as amended, are filed with the U.S. Securities and Exchange Commission (the
“SEC”). 

The public may read and copy any materials filed by the Company with the SEC at the SEC’s Public Reference Room
at 100 F Street, NE, Room 1580, Washington, DC 20549. The public may obtain information on the operation of
the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet site that contains
reports, proxy, and information statements and other information regarding issuers that file electronically with the
SEC at http://www.sec.gov.

Products and Services

OTR Tire Services

CTR has been involved in the OTR tire business since 1987. Since its formation, CTR has evolved into a unique
company that can handle most of the needs of its customers that require OTR tire services. These services include:

· Specialized OTR tire repair services quickly and efficiently, and at competitive
prices; and

·Disposal services for OTR tires that can no longer be used or repaired; and

·A substantial inventory of used OTR tires for sale; and

·Recycling OTR tires for alternative uses that prevent them from going to landfills.

Petrozene™

Freestone purchased CTR in order to use a specialized pyrolysis technology. Pyrolysis, by definition, is the
decomposition of organic matter in the absence of oxygen. The Company and FDEP will use this process to convert
the OTR tires that have been disposed of into byproducts of value. One of the byproducts from this process is used in
the production of Petrozene™. The use of pyrolysis allows Freestone and CTR to reduce the amount of tires that would
have otherwise been disposed of in landfills.
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Customers

CTR provides services to many international OTR tire dealers. These OTR tire dealers make up a majority of its
customer base.

Competition

OTR Tire Services

Several tire processing companies are permitted in the Dallas/Ft. Worth area, but most of them cannot handle OTR
tires due to the size of the OTR tires. CTR has its own trucks, forklifts and other equipment that are necessary for the
management and processing of OTR tires. CTR also has specialized, on-site shredding equipment to convert the OTR
tires into one inch tire pieces that can be sold as a tire derived fuel (“TDF”), or processed in the specialized pyrolysis
technology.

CTR is one of the few tire processing facilities that provide other services to its customers. These additional services
include the sale of used OTR tires and the repair of OTR tires. CTR’s operations focus on the states of Texas,
Oklahoma, Louisiana, New Mexico and Arkansas. Focusing on these specific states allow CTR to provide some of the
fastest repair turnarounds in the industry.

Petrozene™

Many oil and gas service companies and petro-chemical companies provide a product that competes with Petrozene™.
The Company’s advantage is that Petrozene™ is derived from a readily available waste product, and the pyrolysis
process used to create Petrozene™ is extremely cost efficient. Most of the Company’s competitors use synthetically
derived chemicals that are extremely expensive to develop and manufacture.

Research and Development
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Freestone and its partners are continuously evaluating technologies and processes that can convert waste streams into
valuable byproducts. Freestone’s main focus has been the development of byproducts that can be used by the oil and
gas industry to increase production and efficiency. The Company’s research has resulted in the relaunch of Petrozene™,
and expanding the ways in which Petrozene™ can be utilized. Freestone’s partners and customers have provided valuable
feedback that has continued to help create a superior product.

Growth Strategy

Freestone is actively pursuing a strategy of growth through the vertical integration of Petrozene™. The implementation
of this strategy allows the Company to reduce variables that could affect growth, performance and the quality of its
products. In addition, Freestone and FDEP are providing CTR with another recycling option. This means that more
tires will be processed each year, and thus will allow CTR to increase its disposal operations.

Government Approval and Environmental Matters

CTR is registered with the Texas Commission on Environmental Quality (“TCEQ”) as a transporter and scrap tire
facility.

Freestone’s and CTR’s operations and properties are subject to extensive and changing federal, state and local laws and
regulations relating to environmental protection, including the generation, storage, handling, emission, transportation
and discharge of materials into the environment, and relating to safety and health. The recent trend in environmental
legislation and regulation generally is toward stricter standards, and this trend will likely continue.

The permits required for our operations may be subject to revocation, modification and renewal by issuing authorities.
Governmental authorities have the power to enforce their regulations, and violations are subject to fines or
injunctions, or both.

6
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On September 6, 2016 CTR received a Notice of Enforcement for Compliance Evaluation Investigation from the
TCEQ informing them of potential violations related to its processing permit. On September 6, 2016 FDEP also
received a Notice of Enforcement for Compliance Evaluation Investigation informing them of potential violations
relating to waste disposal and its permit for pyrolysis process.

CTR’s potential violations related to tires stored in excess of the numbers permitted and noncompliance with fire
regulations. CTR has submitted a plan to reduce the number of tires and bring the facility into full compliance with all
fire regulations within nine months.

FDEP’s potential violations regarded failure to properly classify, track and dispose of hazards waste as well as
operating a pyrolysis machine without a separate permit from CTR. FDEP cured the potential hazards waste issue and
submitted documentation of such to the TCEQ. FDEP has applied for a separate permit for its pyrolysis operation and
is awaiting approval from the TCEQ.

In conjunction with the plan submitted to the TCEQ to bring the tire storage facility into compliance CTR has
increased its environmental and tire disposal accrual by approximately $368,000. (See financial statement Note 7).

Intellectual Property

Freestone is the owner of the Petrozene™ trademark. Freestone does not own any patents at this time.

ITEM 1A.  RISK FACTORS

As a smaller reporting company we are not required to provide the information required by this item.

ITEM 1B.  UNRESOLVED STAFF COMMENTS

None.

Edgar Filing: FREESTONE RESOURCES, INC. - Form 10-K

11



ITEM 2.  DESCRIPTION OF PROPERTY

Freestone's corporate offices are located at Republic Center, Suite 1350, 325 N. St. Paul St. Dallas, TX
75201.  Freestone entered into a lease agreement amendment on April 30th 2014 on this property to extend its lease for
a term of three years. CTR is located at 101 W. Ave. D, Ennis TX 75119 and owns approximately 10.141 acres with
three buildings consisting of 32,800 square feet.

ITEM 3.  LEGAL PROCEEDINGS

Freestone and CTR are not subject to any material pending legal proceedings, nor are the companies aware of any
material threatened claims against them.

ITEM 4.  MINE SAFETY DISCLOSURES

None.  

7
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PART II

ITEM 5.  MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

The Common Stock is currently quoted on the OTCQB under the symbol “FSNR.”

The following tables set forth the quarterly high and low bid prices for the Common Stock for 2016 and 2015.  The
prices set forth below represent interdealer quotations, without retail markup, markdown or commission and may not
be reflective of actual transactions.

Fiscal 2016 High Low
 First Quarter $0.23 $0.18
 Second Quarter $0.20 $0.10
 Third Quarter $0.18 $0.09
 Fourth Quarter $0.13 $0.04

Fiscal 2015 High Low
 First Quarter $0. 29 $0. 10
 Second Quarter $0. 25 $0. 14
 Third Quarter $0. 20 $0. 08
 Fourth Quarter $0. 17 $0. 05

Shareholders

As of June 30, 2016, there were approximately 256 record holders of the Common Stock. This number excludes any
estimate by Freestone of the number of beneficial owners of shares held in street name, the accuracy of which cannot
be guaranteed.

Dividends
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Freestone has not paid cash dividends on any class of common equity since formation and Freestone does not
anticipate paying any dividends on its outstanding common stock in the foreseeable future.

Warrants

As of June 30, 2016 the Company had no outstanding stock warrants.

ITEM 6.  SELECTED FINANCIAL DATA

As a smaller reporting company we are not required to report selected financial data disclosures as required by item
301 of Regulation S-K.

ITEM 7.  MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

At present, Freestone’s management is focused on the development and vertical integration of the Petrozene™ product
line. Freestone continues to look for various solvents, chemicals, and technologies that might fit into Freestone’s
petro-chemical line, and continues to seek opportunities in the oil and gas water industry.

8
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Critical Accounting Policies

The Company’s consolidated financial statements were prepared in conformity with U.S. generally accepted
accounting principles.  As such, management is required to make certain estimates, judgments and assumptions that
they believe are reasonable based upon the information available.  These estimates and assumptions affect the reported
amounts of assets and liabilities at the date of the consolidated financial statements and the reported amounts of
income and expense during the periods presented.  The significant accounting policies which management believes
are the most critical to aid in fully understanding and evaluating our reported financial results include the following:

Revenue Recognition

Freestone and CTR recognize revenue from the sale of products in accordance with ASC 605.  Revenue will be
recognized only when all of the following criteria have been met:

·         Persuasive evidence of an arrangement exists; and
·         Ownership and all risks of loss have been transferred to buyer, which is generally upon delivery; and
·         The price is fixed and determinable; and
·         Collectability is reasonably assured.

The three main sources of revenue are recognized as follows:

·Revenues associated with tire disposals are recognized upon receipt of the tire by CTR; and

·Revenues associated with tire repairs are invoiced and recognized upon completion of repair and receipt of the tireby the customer; and

·Revenue associated with used tires and scrap sales are recognized upon delivery of the product to the customer.

Stock Based Compensation

Pursuant to Accounting Standards Codification (“ASC”) 505, the guidelines for recording stock issued for services
require the fair value of the shares granted be based on the fair value of the services received or the publicly traded
share price of the Company’s registered shares on the date the shares were granted (irrespective of the fact that the
shares granted were unregistered), whichever is more readily determinable.  This position has been further clarified by
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the issuance of ASC 820. ASC 820 defines fair value as “the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date”. Accordingly, the
Company elected the application of these guidelines.  Freestone has determined that the fair value of all common
stock issued for goods or services is more readily determinable based on the publicly traded share price on the date of
grant.

Results of Operations for the Year ended June 30, 2016 (Successor) Compared to the Period from July 1, 2014
to June 24, 2015 (Predecessor).

Revenues

Revenues for the year ended June 30, 2016 (Successor) and the period from July 1, 2014 to June 24, 2015
(Predecessor) and were $1,098,926 and $1,115,020, respectively. The decrease was primarily due to a decrease in
used tire sales and tire repair revenue. Tire disposal revenue increased by 19% over the previous year.

Cost of Goods and Gross Profit

The Company’s gross margin dropped from 48% to 1.7%. This is primarily due to a $368,000 accrual to tire disposal
expense for the cost of bringing CTR in compliance with TCEQ regulations as discussed above. The Company had
previously anticipated using all the tire stock in the FDEP pyrolysis operation. Without the accrual the Company’s
gross margin decreased to 35% largely due to the increased value of the used tires sold resulting from the purchases
price allocation to inventory at Freestone’s acquisition of CTR.

Operating Expense

Total operating expenses the year ended June 30, 2016 (Successor) and the period from July 1, 2014 to June 24, 2015
(Predecessor) were $2,388,255 and $544,950, respectively. The increase is largely due to the inclusion of Freestone
Resources and FDEP in the consolidated operations for the year ended June 30, 2016 as opposed to the stand alone
expenses of CTR for the predecessor period. Freestone’s general and administrative expenses totaled $1,382,734
including $852,750 of stock based compensation, $212,476 of payroll and benefits and $192,744 of professional fees.
The majority of the professional and payroll expenses were to support the SEC reporting requirements of being a
public company. FDEP incurred $480,287 of startup costs. Depreciation increased from $60,652 to $118,978
primarily due to the increased basis of assets due to the purchase price allocation upon Freestone’s acquisition of CTR.
Selling costs increased from $154,842 to $199,274.
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Other income and expense for the year ended June 30, 2016 (Successor) and the period from July 1, 2014 to June 24,
2015 (Predecessor) consisted of interest expense of $134,271 and $10,530 respectively. The increase was due to the
addition of the note payable for the purchase of CTR as well as financing of capital expenditures.

Net (Loss) Income

Net loss for and the year ended June 30, 2016 (Successor) was $2,378,174 compared to the net loss for the period
from July 1, 2014 to June 24, 2015 (Predecessor) of $20,537. The increase was primarily due to the inclusion of
Freestone and the cost of running a public company and FDEP and its startup costs as detailed above.

Liquidity and Capital Resources

The Company has little cash reserves and liquidity to the extent we receive it from operations and through the sale of
common stock.

Cash decreased by $8,581 from $38,372 at June 30, 2015 (Predecessor) to $29,791 at June 30, 2016 (Successor). 

Net cash used by operating activities was $799,397 for the year ended June 30, 2016 (Successor), compared to net
cash provided by operating activities of $40,337 for the period from July 1, 2014 to June 24, 2015 (Predecessor). The
difference was funding of the operations of Freestone and startup cost of FDEP.

Employees

As of June 30, 2016 CTR had 17 full-time employees including 4 leased to FDEP. Freestone’s only employees are its
three officers.

Need for Additional Financing
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The Company is uncertain of its ability to generate sufficient liquidity from its operations so the need for additional
funding may be necessary.  The Company may sell stock and/or issue additional debt to raise capital to accelerate our
growth.

Going Concern Uncertainties

The accompanying consolidated financial statements are presented on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. As of the date of this annual
report, there is doubt regarding the Company’s ability to continue as a going concern as we have not generated
sufficient cash flows to fund our business operations and loan commitments.  Our future success and viability,
therefore, are dependent upon our ability to generate capital financing.  The failure to generate sufficient revenues or
raise additional capital may have a material and adverse effect upon the Company and our shareholders.
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The Company formed FDEP in order to vertically integrate its Petrozene™ product line, and utilize a specialized
pyrolysis process in order to produce other byproducts of value that will generate revenue for FDEP. In turn, the
ability of FDEP to process large quantities of OTR tires will allow the Company to increase the amount of OTR tires
it can dispose of and process, which will generate additional revenue of the Company. Additionally, the Company
intends to raise equity or debt financing that will allow the Company to expand its current operations.

ITEM 7A.   QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk represents the risk of loss arising from adverse changes in market rates and foreign exchange rates. The
amount of our outstanding debt at any time may fluctuate and we may from time to time be subject to refinancing
risk.  A hypothetical 100 basis point increase in interest rates would have a material effect on our annual interest
expense and on our results of operations or financial condition as we rely on these notes to sustain our
operations.  Since we do not have transactions in foreign currencies, we do not consider it necessary to hedge against
currency risk.

ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements of Freestone Resources, Inc. and Subsidiaries, together with the Reports of
Independent Registered Public Accounting Firm of Heaton & Company, PLLC for the year ended June 30, 2016 and
Malone Bailey, LLP for the year ended June 30, 2015, appear on pages 17 through 34 of this report.

ITEM 9.  CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURES

None.

ITEM 9A.  CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures
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We carried out an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e) as of June 30, 2016.  This evaluation was accomplished
under the supervision and with the participation of our chief executive officer / principal executive officer, and chief
financial officer / principal financial officer who concluded that our disclosure controls and procedures are not
effective to ensure that all material information required to be filed in the annual report on Form 10-K has been made
known to them.

For purposes of this section, the term disclosure controls and procedures means controls and other procedures of an
issuer that are designed to ensure that information required to be disclosed by the issuer in the reports that it files or
submits under the Act (15 U.S.C. 78a et seg.) is recorded, processed, summarized and reported, within the time
periods specified in the Commission’s rules and forms.  Disclosure, controls and procedures include, without
limitation, controls and procedures designed to ensure that information required to be disclosed by in our reports filed
under the Securities Exchange Act of 1934, as amended (the "Act") is accumulated and communicated to the issuer's
management, including its principal executive and principal financial officers, or persons performing similar
functions, as appropriate to allow timely decisions regarding required disclosure.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act. Our internal control system was designed
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes, in accordance with generally accepted accounting principles in the United States of
America.  Our internal control over financial reporting includes those policies and procedures that (i) pertain to the
maintenance records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with accounting principles generally accepted in the United States of
America, and that receipts and expenditures of the Company are being made only in accordance with authorizations of
management of the Company; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the Company’s assets that could have a material effect on the financial
statements.
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Because of inherent limitations, a system of internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate due to change in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Our management conducted an evaluation of the effectiveness of our internal control over financial reporting using the
criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal
Control—Integrated Framework (2013 framework) at June 30, 2016. Based on its evaluation, our management
concluded that, as of June 30, 2016, our internal control over financial reporting was not effective because of: 1) Our
reliance upon independent financial reporting consultants for review of critical accounting areas and disclosures and
material non-standard transaction; and 2) a lack of sufficient accounting staff which results in a lack of segregation of
duties necessary for a good system of internal control. A material weakness is a deficiency, or a combination of
control deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a
material misstatement of the Company’s annual or interim financial statements will not be prevented or detected on a
timely basis.

This annual report does not include an attestation report of the Company’s registered public accounting firm regarding
internal control over financial reporting.  Management’s report was not subject to the attestation by the Company’s
registered public accounting firm pursuant to the rules of the SEC that permit the Company to provide only
management’s report in this annual report.

PART III

ITEM 10.   DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The following persons serve as directors and officers of Freestone Resources, Inc.:

Michael McGhan, Chief Executive Officer and President

Paul E. Babb, Chief Financial Officer
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Don Edwards, Chief Investment Officer

Michael McGhan, age 61, has extensive experience with operations, sales and management that will be extremely
beneficial to Freestone, and the development of the Company’s petrochemical product line. From 1991 to August
2002, Mr. McGhan was a co-founder, President and Chief Executive Officer of Hanover Compressor Co. (now
Exterran Holdings, Inc.). Hanover became the largest natural gas compression company in the world with
approximately 7,000 compression rental units in the field, and annual revenues over $1.1 billion. In August 2004, Mr.
McGhan along with his partners co-founded Valerus Compression Services LLP. Mr. McGhan served as co-CEO and
ultimately Vice-Chairman of the company until December 2009. Mr. McGhan and his partners built Valerus into one
of the world's leading providers of natural gas treatment and compression equipment and services to the global oil and
gas industry.

Paul E. Babb, age 59 is a CPA and served as the Company’s Controller and Director of Financial Reporting since July,
2015 until his appointment as C.F.O. He received his B.S. and M.S. degrees in accounting from Oklahoma State
University. He has over thirty years of financial reporting experience in both industry and public accounting. Prior to
his employment with Freestone Mr. Babb worked as a consultant for the Thomas Edwards Group as an audit manager
for The Hall Group CPAs. His previous experience included ten years as controller for Mapsco, Inc.

Don Edwards, age 66, is a graduate from Texas Christian University with a BBA degree concentrating in Finance and
Economics. Mr. Edwards started his business career with E. F. Hutton where he was a regional OTC Coordinator. He
also ran a trading desk for OTC stocks. He later served as President, CFO, CEO and Director for four securities firms
as well as a Director for two savings and loans. He has been responsible for managing many public and private
companies. He has raised startup capital for dozens of both private and public companies. Mr. Edwards has vast
knowledge in the investment field including fine art. He has bought and sold art works of such artists as Charles
Russell and Monet. Don was a licensed Insurance agent for many years and assisted in managing the West Texas
region for Mass Mutual Life Ins. Co. Don also has a background in the Oil and Gas Industry. His family has run a
successful Drilling Co. in West Texas for over half a century. Mr. Edwards will maintain his position as Chief
Investment Officer of the Company.  Mr. Edwards has served as the Chief Investment Officer for the Company for
five years.  Prior to his employment at the Company, Mr. Edwards was self-employed.
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), requires our executive officers
and directors, and persons who beneficially own more than ten percent of our common stock, to file initial reports of
ownership and reports of changes in ownership with the SEC. Executive officers, directors and greater than ten
percent beneficial owners are required by SEC regulations to furnish us with copies of all Section 16(a) forms they
file. We believe that as of the date of this report they were all current in their 16(a) reports.

Board of Directors

Our board of directors currently consists of three members. Our directors serve one-year terms. Our board of directors
has affirmatively determined that there are currently no independent directors serving on our board.

Committees of the Board of Directors

Audit Committee

We do not have a standing audit committee of the Board of Directors. Management has determined not to establish an
audit committee at present because of our limited resources and limited operating activities do not warrant the
formation of an audit committee or the expense of doing so. We do not have a financial expert serving on the Board of
Directors or employed as an officer based on management’s belief that the cost of obtaining the services of a person
who meets the criteria for a financial expert under Item 401(e) of Regulation S is beyond its limited financial
resources and the financial skills of such an expert are simply not required or necessary for us to maintain effective
internal controls and procedures for financial reporting in light of the limited scope and simplicity of accounting issues
raised in its financial statements at this stage of its development.

Governance, Compensation and Nominating Committee

We do not have a standing governance, compensation and nominating committee of the Board of Directors.
Management has determined not to establish governance, compensation and nominating committees at present
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because of our limited resources and limited operations do not warrant such a committee or the expense of doing so.

Code of Ethics

The Company has adopted the following code of ethics for officers, directors and employees:

·Show respect towards others in the workplace

·Conduct all business activities in a fair and ethical manner

·Work dutifully and responsibly for the Company’s shareholders and stakeholders

Limitation of Liability of Directors

Pursuant to the Nevada General Corporation Law, our Articles of Incorporation exclude personal liability for our
Directors for monetary damages based upon any violation of their fiduciary duties as Directors, except as to liability
for any breach of the duty of loyalty, acts or omissions not in good faith or which involve intentional misconduct or a
knowing violation of law, or any transaction from which a Director receives an improper personal benefit. This
exclusion of liability does not limit any right which a Director may have to be indemnified and does not affect any
Director’s liability under federal or applicable state securities laws. 
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ITEM 11.   EXECUTIVE COMPENSATION

Compensation of Executive Officers

The following summary compensation table sets forth all compensation awarded to, earned by, or paid to the named
executive officers paid by us during the fiscal years ended June 30, 2016 and 2015 in all capacities for the accounts of
our executives, including the Chief Executive Officer (CEO), Chief Financial Officer (CFO), and Chief Investment
Officer (CIO):

SUMMARY COMPENSATION TABLE

Name and Principal
Position Year Salary

($)
Bonus
($)

Stock
Awards
($)

Option
Awards
($)

Non-Equity
Incentive
Plan
Compensation
($)

Non-Qualified
Deferred
Compensation
Earnings
($)

All Other
Compensation
($)

Totals
($)

Michael McGhan, 2016 29,125 0 540,000 0 0 0 0 569,125
CEO 2015 0 0 0 0 0 0 0 0
Clayton Carter, 2016 50,083 0 114,000 0 0 0 0 164,083
CEO (former) 2015 56,260 0 0 0 0 0 0 56,260
Don Edwards, 2016 39,500 0 114,000 0 0 0 0 153,500
CIO 2015 30,500 0 0 0 0 0 0 30,500
Paul Babb, CFO 2016 78,672 0 38,250 0 0 0 0 116,922

2015 0 0 0 0 0 0 0 0
James Carroll, CFO 2016 0 0 9,500 0 0 0 0 9,500
 (former) 2015 0 0 0 0 0 0 0 0

Employment Agreements
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On January 7, 2016 Michael McGhan and the Company entered into a two-year employment agreement (“Employment
Agreement”). The terms of the Employment Agreement include an initial salary of $5,000 per month, which will
increase to $10,000 per month after six months, as well as stock-based compensation in the amount of 3,000,000
shares of the Company’s restricted stock pursuant to Rule 144. Subject to Board approval, Mr. McGhan is eligible to
receive warrants for up to 2,000,000 shares of the Company’s common stock (the “Warrants”). The Warrants were not
issued on the date of the Employment Agreement. The Board is not required to issue the Warrants. If the Warrants are
issued to Mr. McGhan during the term of his Employment Agreement, the terms and conditions of the Warrants will
be determined by the Board on the date the Warrants are issued. Mr. McGhan will also be eligible to participate in the
Company’s employee benefit plan that is generally available to all other employees at the Company.

On April 1, 2016 Paul Babb and the Company entered into a two-year employment agreement (“Employment
Agreement”) to serve as Controller and Director of SEC reporting. The terms of the Employment Agreement include
an initial salary of $5,250 per month, which will increase to $6,667 per month after six months, as well as stock-based
compensation in the amount of 1,000,000 shares of the Company’s restricted stock pursuant to Rule 144 to be issued
over the life of the contract. On May 31, 2016 Mr. Babb was appointed C.F.O.
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