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Company Announcements
Australian Stock Exchange Limited
Exchange Centre

Level 6
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Dear Sir/Madam
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001
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|ACN 002 264 057

L*zvel 3
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SYDNEY NSw 2000

GPO Box 5297
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Telephone: (+61 2) 9252 2599
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OUARTERLY REPORT FOR PERIOD ENDED 30 JUNE 2016

We are pleased to provide Quarterly Report for the period ended 30 June 2016 for

immediate release.

Yours faithfully

N.J. Gaston
Company Secretary

ene

ASX Cover leiter - Quarterly Report



29707 2016 18:24 FAX 61292528299 AUSTPAC RESOURCES N.L. g 002

AUSTPAC RESOURCES N.L,

ACM 037 264 357
u A Level 3,

62 Ritt Street
RESOU RCES N l.. Sydney NSW 2000

R GPO Rox 5297
SYDNEY NSW 2001
Telephone: [+61 2 9252 2599
Facsimile: (+61 2} 92528299
Email; 3pgtic Mezemsil contzy
WwWw.austpacresources.cam

QUARTERLY REPORT TO 30 JUNE 2016

HIGHLIGHTS

e The Newcastle Zinc & Iron Recovery Plant (NZIRP) is designed to recycle the by-products from the
steel and galvanising industries in the Sydney region (EAF dust, mill scale and iron- and zinc- rich
chloride liquors) and recover pig iron, hydrochloric acid (HCl} and zinc. An in-depth due diligence
review of the chloride-based zinc recovery process being considered indicated there would be
challenges and significant costs involved in its commercialisation. Therefore during the current
quarter Austpac closely examined alternative processes and has now incorporated proven and
commercially-used zinc recovery technology into a modified NZIRP flowsheet. This removes
technical risk and will improve the reliability and viability of the Plant.

e Costs for the additional equipment required for the zinc recovery section of the NZIRP have been
obtained from both local and offshore suppliers, and overall capital and operating costs of the
Plant are being refined. The modified plant, which predominantly uses EAFD as feedstock together
with mill scale and SPL, will produce 6,300 tpa of zinc, 6,150 tpa of pig iron, and 9,500 tpa of HCl in an
economically robust project.

e During the quarter, Austpac continued to advance negotiations with a group of influential
companies in the USA who recognise that Austpac’s technologies create an immediate opportunity
to recycle some of the hundreds of thousands of tonnes of EAF dust produced each year by the US
steel industry. Over 60% of the 87 million tonnes of steel produced in the country is from electric
furnaces. The parties intend to sign an agreement to exploit Austpac’s technology in the USA,
which will provide funding for a testwork and engineering program at Newcastle and lead to a
feasibility study for commercial zine-iron-HCl recovery plant in North America. The group has been
awaiting confirmation from Austpac that the zinc recovery technology is viable, and we now plan
to jointly develop a preliminary economic model for plants sited in the steel producing areas of the
north-east of the country.

e During the quarter, negotiations were progressed and a licence and investment agreement is
nearing completion to enable a company with a significant heavy mineral resource in Asia to use
the ERMS SR synrutile process. The company plans to beneficiate the heavy minerals and produce
iimenite, rutile and zircon. It also plans to add value to the ilmenite by producing high grade
synrutile which it proposes to sell as feedstock for the titanium sponge industry.

e Austpac continued the assessment of alternative sources of project capital for the NZIRP, which
includes negotiations entered into with both Australian and US finance houses.

+ In June 2016, Austpac was awarded a grant by the Department of Energy and Earth Resources
under the Victorian Government’s TARGET initiative to co-fund a geophysical and drilling program
at Nhill (EL 5291). This work will be undertaken during the second half of 2016 and the first half of
2017.
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NEWCASTLE ZINC & IRON RECOVERY PLANT

Primary steel is produced from iron ore by using a blast furnace (BF) and basic oxygen furnace (BOF). The fine
dust emitted from these furnaces contains predominantly iron oxide with some minor contaminants, including
zinc. The Newcastle Iron Recovery Plant (NIRP) was originally designed to process these dusts by combining
them with mill scale from steel milling and spent pickle liquor (SPL) from steel pickling operations. Prior to 2010,
Austpac undertook extensive testwork on BF and BOF dusts and produced iron pellets with very low
contaminants and strong HCl. The zinc was removed from the iron during the final reduction stage of the
process and captured as zinc oxide.

Steel can also be produced by melting iron scrap or direct reduced iron in an electric arc furnace (EAF). lron
scrap generally contains other metals, including between 15% and 40% Zn. The zinc is derived from galvanised
iron and occurs as zinc oxides and other zinc minerals in the dust. EAF dust (EAFD) is classified as a hazardous
waste, which is difficult to recycle, and is often disposed of in landfills. Ausipac also tested high-zinc EAFD in the
pilot plant at Newcastle, and while zinc was removed during the reduction stage and a marketable iron pellet
was produced, it was not possible to separate the zinc oxide from the carbon in the reduction roaster off- gas
stream and produce a saleable product. Hence while recognising that EAFD was a significant zinc resource, as it
could not be economically recovered Austpac focused on using mill scale and BF and BOF dusts as feed for the
NIRP,

In mid-2015, Austpac was introduced to a membrane/electrolysis process that produced zinc metal and HCL
from zinc chioride solutions {e.g. spent galvanising pickle liquor). Austpac’s process regenerates HCI from iron
chloride-rich SPL, and as the second fluid bed reduction stage in the NIRP was being replaced with an induction
furnace, it would be possible to capture the zinc oxide in the furnace off-gas by scrubbing with HCl to produce
zinc chloride liquor. It was therefore decided to investigate the feasibility of integrating the
membrane/electrolysis process with Austpac’s process so that a modified Newcastle plant could process EAFD
and produce zinc metal, pig iron and strong HCl {the Neweastle Zinc & Iron Recovery Plant, or “NZIRP”).

During the latter half of 2015, Austpac modified the flowsheet and then developed a mass and energy balance
to derive inputs and outputs for the NZIRP, and it was clear that the production of zinc significantly improved
the economics of the Plant. During the first quarter of 2016, Austpac undertook detailed due diligence and
consulted with recognised hydrometallurgical experts regarding the use of the membrane/electrolysis process.
It was concluded that the additional equipment required to simultaneously produce zinc and HCl added
significantly to the capital cost, and the risk involved in pioneering a new technology was high. While it is
technically feasible to recover zinc metal from zinc chloride liquors using electrolysis, it has never been
undertaken commercially and therefore has scale-up risk. Zinc is currently produced in refineries worldwide
using electrolysis of zinc sulfate liquors.

During the current quarter, Austpac decided to modify existing and proven technology to recover zinc and
incorporate this into the NZIRP flowsheet. The additional equipment required for this medification is
significantly less than that required for chloride electrolysis, and as costs had been obtained for the liquor
purification and electrolysis sections, they are being used to estimate preliminary costs for the modified NZIRP.
Assuming that modified plant predominantly uses EAFD as feedstock together with SPL from the steel pickling
operations, preliminary estimates indicate the Plant will produce 6,300 tpa of zinc, 6,150 tpa of pig iron, and
9,500 tpa of HCl in an economically robust project.

The latest Plant medifications which use proven technology to recover iron zinc and HCl reduces the process risk
and improves Plant reliability. Consideration is being given to patenting the new concept developed to process
EAFD at the NZIRP, because the use of pyrometallurgy to produce iron and HC| together with hydrometallurgy
to recover zinc in a novel, purpose-designed plant is unique.

ONGOING DEVELOPMENTS IN THE USA

During the guarter, Austpac continued to advance negotiations with a group of influential companies in the USA
who recognise that Austpac’s technologies create an immediate opportunity to recycle some of the hundreds of
thousands of tonnes of EAFD produced each year by the US steel industry. Over 60% of the 87 million tonnes of
steel produced in the country is from electric furnaces. The parties intend to sign an agreement to exploit
Austpac’s technology in the USA, which will provide funding for a testwork and engineering program at
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Newcastle and lead to a feasibility study for commercial zinc-iron-HCl recovery plant in North America. The
group has been awaiting confirmation from Austpac that the zinc recovery technology is viable, and we now
plan to jointly develop a preliminary economic model for plants sited in the steel producing areas of the north-
east of the country.

Austpac believes this initiative is an important advance for the Company and the potential for a novel
technology to process EAFD and recover zinc, iron and HCl from steel industry wastes in the USA is significant,

ERMS SR SYNRUTILE TECHNOLOGY LICENCE

Austpac reported in the last Quarterly that it had been approached by a company with a significant heavy
mineral resource in Asia regarding the ERMS SR synrutile process and was discussing terms for the use of
Austpac’s technology.

During the current quarter discussions have significantly advanced. The company plans to develop a mine and a
mineral separation plant to produce ilmenite, rutile and zircon, and is seeking technology to add value to the
ilmenite. Negotiations are nearing completion on the terms of a licence to use the ERMS SR process in a plant to
beneficiate the ilmenite and produce high grade synrutile. The company proposes to sell the synrutile for use as
feedstock for the production of titanium sponge, an intermediate process in the manufacture of titanium metal.
On conclusion of the agreement the company plans to undertake a scoping study followed by a bankable
feasibility study, and it will establish an entity to manage the construction and operation of an ERMS SR Plant.

The licence agreement is awaiting the final approval from the company’s board and until the agreement is
signed the commercial terms of the licence remain confidential.

EL 5291 NHILL

Austpac has been awarded a grant by the Department of Energy and Earth Resources under the Victorian
Government’'s TARGET initiative to co-fund a geophysical and drilling program at Nhill (EL 5291). The first stage
of the program comprises magnetic and gravity surveys to define a target generated during Austpac’s earlier
wark at Nhill. This will be followed with a deep drill hole through over 100 metres of younger Murray Basin
sediments to obtain core from deep within the basement to test for porphyry copper-gold and volcanic-hosted
massive sulphide systems.

The work will be undertaken during the second half of 2016 and the first half of 2017.

Mining Exploration Entities:
EL 5291 {Nhill}; Located between Nhill and Dimboola, Victoria; 100% Austpac Resources N.L.

For further information please contact:
Mike Turbott
Managing Director - Tel (+61 2} 9252 2599

NQTE: This report is based on and accurately reflects information compiled by M,j. Turbott who is a Fellow of the Australasian
Institute of Mining and Metallurgy and a Fellow of the Australian Institute of Geoscientists and is a competent person as defined
in the Australian Code for Reporting of Identified Mineral Resources and Ore Reserves.

About Austpac Resources N.L. {ASX code: APG)

Austpac Resources N.L. [ www.austpacresources.com ] is a minerals fechnology company currently focused on recycling waste
chloride solutions and iron oxides produced by steelmaking to recover hydrochloric acid and iron metal. Austpac’s technologies
also transform iimenite into high grade synthetic rutile, a preferred feedstock for titanium metal and titanium dioxide pigment
praduction. The Company has been listed on the Australian Stock Exchange since 1986.
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Appendix 5B

Mining exploration entity quarterly report

Introduced 1/7/96. Origin: Appendix 8. Amended 1/7/97, 1/7/98, 304972001, 01/06/10

Name of entity

AUSTPAC RESOURCES N.L.

Quarter ended (“current quarter’)
30 JUNE 2016

87 002 264 057

Consolidated statement of cash flows

Current quarter
$A°000

Year to date (12 months)
Cash flows related to operating activities £A4°000

1.1 Receipts from ERMS Funding

(a)

(b)

(©)

(d)

(e)

ERMS Licence Fee Income - -

Funded Exercise - ERMS

Funded Exercise - NIRP

Joint Venture Funding - Murray Basin
Ré&D Tax Concession rebate

Receipts from Exploration
(a) -
Payments for
{a) Exploration
(b) NIRP Mineral Technology Development
{(¢) ERMS - Other
(d) Murray Basin
() Gold
(f) Administration
Dividends received
Interest and other items of a similar nature
received
Interest and other costs of finance paid
Tax paid
Other (provide details if material)
Net Operating Cash Flows

1.2

13
14

1.5
1.6
L7

(10-37) (14-85)
(2-1) (9-2)
(1142) (1599)

(1744) (383)

Cash flows related to investing activities

1.8 Payment for purchases of:

(@)
(b)
(©)
19
(a)
(b)
(<)

prospects
equity investments
other fixed assets

Proceads from sale of:

prospects
equity invesiments
other fixed assets

1.10
1.11
1.12

Loans to other entities

Loans repaid by other entities
Other (provide details if material)
Net investing cash flows

1.13  Total operating and investing cash flows

Cash flows related to financing activities
Proceeds from issues of shares, options, eic.
Proceeds from sale of forfeited shates
Proceeds from borrowings

Repayment of borrowings

1.14
1.15
1.16
1.17

- 643

+ See chapter 19 for defined terms.
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1006

1.18  Dividends paid
1.19 Other (provide details if material)
Net financing cash flows . 643
Net increase (decrease) in cash held (1744) 260
1.20  Cash at beginning of quarter/year to date 2419 415
1.21  Exchange rate adjustments to item 1.20
1.22 Cash at end of quarter 675 675

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

1.23

1.24

Aggregate amount of payments te the parties included in item 1,2

Aggregate amount of loans to the parties included in item 1.10

Current quarter
$A'D00

47.5

1.25

Explanation necessary for an understanding of the transactions

DIRECTORS FEES

Non-cash financing and investing activities

2.1

22

Details of financing and investing transactions which have had a material effect on consolidated
assets and liabilities but did not involve cash flows

Details of outlays made by other entities to establish or increase their share in projects in which the

reporting entity has an interest

Financing facilities available

Add notes as necessary for an understanding of the position.

Amount available Amount used
$3A7000 $A°000
3.1  Loan facilities
3.2 Credit standby arrangements
Estimated cash outflows for next quarter
$A’000
4.1  Exploration and evaluation 50
42  Development - NIRP 200
Funding - NIRP
43  Production -
44  Administration 200
Total 450

Reconciliation of cash

+ See chapter 19 for defined terms.
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Reconciliation of cash at the end of the quarter {as | Current quarter Previous quarter
shown in the consolidated statement of cash flows) to | $A’000 $A°000
the related items in the accounts is as follows.
51  Cash onhand and at bank 675 2,419
52  Deposits at call
5.3  Bank overdraft
5.4  Other (provide details)
Total: cash at end of quarter (item 1.22) 675 2,419

Changes in interests in mining tenements

6.1

6.2

Tenement | Nature of interest Interest at | Interest at
reference {note (2)) beginning | end of
of quarter | quarter

Interests in mining tenements
relinquished, reduced or
lapsed

Interests in mining tenements
acquired or increased

Issued and quoted securities at end of current quarter
Description includes rate of interest and any redemption or conversion rights together with prices and dates.

Total number Number Issue price per | Amount paid up
quoted security (see per security (see
note 3) (cents) | note 3) {cents)

7.1 Preference *securities

{description)
7.2  Changes during quarter

(a) Increases through issues

(b) Decreases through returns of

capital, buy-backs,
redemptions

7.3 *Ordinary securities 1,452,100,109 | 1,377,487,183
74  Changes during quarter

{a) Increases through issues

(b} Forfeited shares held for reissue| 22,540,000

(c) Increase in Share Purchase Plan -

~ Share Purchase Plan Balance 52,072,926

7.5 *Convertible debt securities '

(description)
7.6  Changes during quarter

{(a) Increases through issues

{t) Decreases through securities

matured, converted
7.7  Options (description and Exercise price | Expiry date

conversion factor)
7.8  Issued during quarter
7.9  Exercised during quarter
7.10 Expired during quarter
7.11 Debentures

(totals only)
7.12  Unsecured notes (totals only)
Compliance statement

-+ See chapter 19 for defined terms.

Appendix 5B Page 3




29/07 2016 18:25 FAX 61292528299 AUSTPAC RESOURCES N.L.

Appendix 5B
Mining exploration entity quarterly report

g 008

1 This statement has been prepared under accounting policies which comply with
accounting standards as defined in the Corporations Act or other standards acceptable
to ASX (see noie 4).

2 This statement does give a true and fair view of the matters disclosed.

Sign here: Date: 30 June 2016

(Company Secretary)

Print name: Nicholas J. Gaston

Notes

1 The quarterly report provides a basis for informing the market how the entity’s
activities have been financed for the past quarter and the effect on its cash position. An
entity wanting to disclose additional information is encouraged to do so, in a note or
notes attached to this report.

2 The “Nature of interest” (items 6.1 and 6.2) includes options in respect of interests in
mining tenements acquired, exercised or lapsed during the reporting period. If the
entity is involved in a joint venture agreement and there are conditions precedent which
will change its percentage interest in a mining tenement, it should disclose the change
of percentage interest and conditions precedent in the list required for items 6.1 and
6.2.

3 Issued and quoted securities The issue price and amount paid up is not required in
items 7.1 and 7.3 for fully paid securities.

4 The definitions in, and provisions of, 44ASB 1022: Accounting for Extractive Industries
and A4SB 1026: Statement of Cash Fiows apply to this report.

5 Accounting Standards ASX will accept, for example, the use of International

Accounting Standards for foreign entities. If the standards used do not address a topic,
the Australian standard on that topic (if any) must be complied with.

+ See chapter 19 for defined terms.
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