For personal use only

ASX RELEASE 28 APRIL 2016

MARCH 2016 QUARTERLY REPORT

Sovereign Metals Limited (“the Company” or “Sovereign”) is pleased to present its quarterly report for the
period ending 31 March 2016. The Company’s primary focus during the period continued to be the
advancement of its graphite prospects in Malawi, including the major Duwi Flake Graphite Project and
the Lifidzi and Malingunde Saprolite-Hosted Graphite Projects.

Highlights:




Expandability test-work conducted on Duwi flake graphite concentrates by a major,
international carbon company:


Shows excellent expandable characteristics for jumbo and large flake products, in addition to
very low contaminant levels, making it suitable for a large range of applications;



Duwi jumbo flake concentrate grading 98.7% C(t) showed:





expansion ratios of 345 ml/g (2.9 g/l) – in line with or exceeding typical
expansion ratios for quality grades of many marketed jumbo flake products;



very low content of undesirable halogens at just 5ppm F and 6ppm Cl;



very small size of ash particles – maximum 0.8mm;



all other specifications met or exceeded;

Expanded graphite is used in fuel cells, seals and gaskets, fire retardants, flow batteries
thermal management for consumer electronics, and many other products.

Hand auger drilling continues to extend zones of saprolite-hosted graphite mineralisation at
Malingunde:


A substantial, high-grade, saprolite-hosted graphite deposit at Ndumila II, located just 20km
south-west of the Malawian capital, Lilongwe, continues to grow;



High-grade mineralisation identified over 4.6km strike with cumulative across strike widths
locally exceeding 200m and averaging about 140m;



A further 5 major prospects occur at Lifidzi (Thete, Junction, Mapembe, Chafumbwe &
Chiziro).
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Operations
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Sovereign is advancing its large and highly prospective tenement holding located in Malawi, near the
capital city, Lilongwe. Activities during the March 2016 quarter included expandability test-work on jumbo
and large flake concentrates conducted by a major, international carbon company and continued
exploration of saprolite targets at Malingunde.

Figure 1. Simplified map showing major flake graphite prospects.
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Expanded Flake Graphite Test-work
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A test-work program to determine the expandability characteristics of Duwi flake graphite concentrate
was undertaken by a large, international carbon company.
Natural flake graphite is expanded via intercalation. This is a process whereby an expansion agent is
inserted between the graphene layers of a graphite crystal or particle. Application of high temperature
causes the expansion agent to gasify, producing enough pressure to push adjacent graphite layers
apart. Exfoliation of the flake graphite results in large overall decreases in bulk density and increases
surface area. The resultant material is known as expanded flake graphite.
Expanded flake graphite has a wide variety of uses in fuel cells, seals and gaskets, fire retardants and
many other products.
The expandability results for the two fractions tested are:


Jumbo +50 mesh, 98.7% C(t): 345 ml/g equivalent to 2.9 g/l



Large + 80 mesh, 98.1% C(t): 179 ml/g equivalent to 5.6 g/l

These results are in line with or exceeding typical expansion ratios for quality grades of many marketed
jumbo flake products.
In addition to the expandability characteristics, the presence and level of contaminants and the
properties of the ash (gangue minerals) are crucial to the quality of the final expanded graphite product.
Both the Duwi jumbo and large flake expanded graphite products show extremely low levels of the highly
undesirable halogens fluorine (F) and chlorine (Cl). Small ash particle sizes are also exhibited, which is
also a highly desirable characteristic as large ash particles can cause imperfections in foils and other
products. All other important attributes are well within marketable limits.
The excellent expandability and low contaminant levels of Duwi jumbo and large flake indicates it should
be appropriate for use in a large range of applications in a growing market.
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Saprolite Targets
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Sovereign initially discovered widespread saprolite hosted graphite mineralisation at the Dedza Prospect
and metallurgical test-work on samples from Dedza subsequently indicated very favourable large flake
characteristics (ASX Announcement 17 June 2014).
Saprolite or clay hosted flake graphite mining operations, similar to those in China and Madagascar,
have significant cost and environmental advantages over hard rock mining operations due to:







Simple, low cost exploration with auger or air-core drilling prevalent;
The free-dig nature and very low strip ratios of the mineralised material, which is by definition
close to or at surface;
Simple processing generally with no primary milling circuit results in large capital and operating
cost advantages;
The preservation of coarse graphite flakes in the weathering profile due to graphite’s chemically
inert properties; and
The relative absence of sulphides offers substantial tailings management advantages.

Malingunde & Lifidzi
Sovereign’s Malingunde and Lifidzi areas occur on the Lilongwe Plain, which has a largely preserved,
deep tropical weathering profile and hence significant thicknesses of saprolite. These areas are also
underlain by the same paragneiss rock package that hosts Sovereign’s hard rock Duwi flake graphite
deposit, 15km east of Lilongwe.
From late 2014 the Company’s exploration efforts focused on saprolite-hosted flake graphite
mineralisation in these areas. Geological mapping, Heli-VTEM and ground EM were followed up by hand
auger drilling on conductive anomalies. To date, a total 1,248 hand auger holes for 10,567 metres has
been completed in these areas, though no further assays were received in the March 2016 Quarter.
This work has resulted in the discovery of a major saprolite-hosted flake graphite deposit at Ndumilla II in
the Malingunde area (see December 2015 Quarterly Report). Five additional prospects have been
identified at Lifidzi (Thete, Junction, Mapembe, Chafumbwe & Chiziro).
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Figure 2. Map of Lifidzi and Malingunde areas showing the major saprolite-hosted flake graphite prospects.

At Ndumila II, numerous parallel zones high-grade, saprolite-hosted mineralisation identified over 3.4km
strike with cumulative across strike widths locally exceeding 200m and averaging about 140m.

Figure 3. Cross-section (2.5 x vertical exaggeration) showing high-grade, saprolite-hosted graphite
mineralisation at Ndumila II. Note that all mineralisation remains open at depth. View is to the north.

Graphite mineralisation at Ndumila II remains open along strike to the south (Figure 4).

www.sovereignmetals.com.au

For personal use only

ASX RELEASE 28 APRIL 2016

Figure 4. Map of Ndumila II saprolite-hosted flake graphite deposit at Malingunde.

All 5 major prospects at Lifidzi show substantial cumulative widths of mineralisation ranging from 20m to
over 200m across strike and strike lengths of generally 1 to 3km, generally open in both directions.
Hand auger holes in all areas ended at maximum depths of 12m and with saprolite mineralisation
remaining open at depth across all of the prospects. Thick saprolite profiles are indicated by hand auger
results and will need to be drilled with aircore in order to fully define depth extents.
Hand augering of targets at Malingunde and Lifidzi continues in the current quarter.

Conclusion
A substantial, high-grade saprolite-hosted flake graphite deposit has been discovered at Ndumila II
within the Malingunde area with additional saprolite hosted graphite prospects identified at Lifidzi.
Further significant potential exists to expand all prospects along strike and at depth. In addition, only
~10% of Sovereign’s tenements that are prospective for saprolite-hosted graphite deposits have been
explored to date suggesting substantial additional potential.
An aircore drilling program and an initial bench scale metallurgical program are planned for 2016 to
advance Sovereign’s significant saprolite-hosted flake graphite deposits in parallel with further
advancement on the Duwi Flake Graphite Deposit.
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Carpentaria Joint Venture
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Mount Isa Mines, a Glencore Company, continues to manage and sole fund exploration on all tenements
comprising the Carpentaria Joint Venture (“CJV”).

Corporate
In January 2016, Dr Julian Stephens was appointed Non-Executive Technical Director following the
resignation of Mr Peter Woodman. Dr Stephens identified and secured the Malawi graphite assets
acquired by Sovereign in 2012. He has been closely involved with the subsequent exploration and
development of these assets, including the discovery of the Duwi Flake Graphite Project and completion
of the recent successful Scoping Study.
The Board continues to focus on creating value from the Company’s existing resource assets, as well as
pursuing new opportunities in the resources sector to complement the Company’s current projects.
During the quarter the Company assessed a number of new business opportunities and will make
announcements to the market as appropriate should an acquisition occur.

Competent Person Statement
The information in this report that relates to Exploration Results, not including Geophysical Results, is extracted from the report
entitled ‘December 2015 Quarterly Report’ dated 28 January 2016. This report is available to view on
www.sovereignmetals.com.au. The information in the original ASX Announcement that related to Exploration Results was based
on, and fairly represents, information compiled by Dr Julian Stephens, a Competent Person who is a member of the
Australasian Institute of Geoscientists (AIG). Dr Stephens is a director of Sovereign Metals Limited and is also a substantial
holder of shares and performance rights in Sovereign Metals Limited. Dr Stephens has sufficient experience that is relevant to
the style of mineralisation and type of deposit under consideration and to the activity being undertaken, to qualify as a
Competent Person as defined in the 2012 Edition of the 'Australasian Code for Reporting of Exploration Results, Mineral
Resources and Ore Reserves'. The Company confirms that it is not aware of any new information or data that materially affects
the information included in the original market announcement. The Company confirms that the form and context in which the
Competent Person’s findings are presented have not been materially modified from the original market announcement.
Forward Looking Statement
This release may include forward-looking statements, which may be identified by words such as "expects", "anticipates",
"believes", "projects", "plans", and similar expressions. These forward-looking statements are based on Sovereign’s
expectations and beliefs concerning future events. Forward looking statements are necessarily subject to risks, uncertainties
and other factors, many of which are outside the control of Sovereign, which could cause actual results to differ materially from
such statements. There can be no assurance that forward-looking statements will prove to be correct. Sovereign makes no
undertaking to subsequently update or revise the forward-looking statements made in this release, to reflect the circumstances
or events after the date of that release.
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Appendix 1: Summary of Mining Tenements
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As at 31 March 2016, the Company had an interest in the following tenements:
Permit
Number

Percentage
Interest

Joint Venture
Partner

Status

EPL 0413

100%

-

Granted

EPL 0372

100%

-

Granted

EPL 0355

100%

-

Granted

Mt Marathon

EPM 8586

33.88%

Mount Isa Mines

Granted

Mt Avarice

EPM 8588

33.88%

Mount Isa Mines

Granted

Fountain Range

EPM 12561

33.88%

Mount Isa Mines

Granted

Corella River

EPM 12597

33.88%

Mount Isa Mines

Granted

Saint Andrews Extended

EPM 12180

33.88%

Mount Isa Mines

Granted

Project Name
Malawi
Central Malawi Graphite Project

Queensland, Australia:

Beneficial percentage interests in Farm-out agreements disposed during the quarter ending 31 March
2016:

Project Name

Carpentaria JV:
Mt Marathon
Mt Avarice
Fountain Range
Corella River
Saint Andrews Ext.

Permit
Number

Type of
change

Interest at
beginning of
quarter

Interest
disposed of
during
quarter

Interest at
end of quarter

EPM 8586
EPM 8588
EPM 12561
EPM 12597
EPM 12180

Farm out
Farm out
Farm out
Farm out
Farm out

34.09%
34.09%
34.09%
34.09%
34.09%

0.21%
0.21%
0.21%
0.21%
0.21%

33.88%
33.88%
33.88%
33.88%
33.88%
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Appendix 5B
Mining exploration entity quarterly report
Introduced 01/07/96 Origin Appendix 8 Amended 01/07/97, 01/07/98, 30/09/01, 01/06/10, 17/12/10

Name of entity

SOVEREIGN METALS LIMTED
Quarter ended (“current quarter”)

ABN

71 120 833 427

31 MARCH 2016

Consolidated statement of cash flows
Cash flows related to operating activities
1.1

Receipts from product sales and related debtors

1.2

Payments for

1.3
1.4
1.5
1.6
1.7

(a) exploration & evaluation
(b) development
(c) production
(d) administration
Dividends received
Interest and other items of a similar nature
received
Interest and other costs of finance paid
Income taxes paid
Other (provide details if material)
- Business development
- Project Marketing
Net Operating Cash Flows

1.8

1.9

1.10
1.11
1.12

1.13

Cash flows related to investing activities
Payment for purchases of: (a) prospects
(b) equity investments
(c) other fixed assets
Proceeds from sale of:
(a) prospects
(b) equity investments
(c) other fixed assets
Loans to other entities
Loans repaid by other entities
Other (provide details if material)
Net investing cash flows
Total operating and investing cash flows
(carried forward)

+ See chapter 19 for defined terms.
17/12/2010 Appendix 5B Page 1

Current quarter
$A’000

Year to date
(9 months)
$A’000
-

-

(214)
(30)
5

(675)
(307)
20

(5)
-

(106)
-

(244)

(1,068)

-

-

-

-

(244)

(1,068)
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1.13

Total operating and investing cash flows
(brought forward)

(244)

(1,068)

-

855
-

-

(57)

-

798

Net increase (decrease) in cash held

(244)

(270)

1.20
1.21

Cash at beginning of quarter/year to date
Exchange rate adjustments to item 1.20

1,040

1,066

1.22

Cash at end of quarter

796

796

1.14
1.15
1.16
1.17
1.18
1.19

Cash flows related to financing activities
Proceeds from issues of shares, options, etc.
Proceeds from sale of forfeited shares
Proceeds from borrowings
Repayment of borrowings
Dividends paid
Other (provide details if material)
- Share issue costs
Net financing cash flows

Payments to directors of the entity and associates of the directors
Payments to related entities of the entity and associates of the related entities
Current quarter
$A'000
1.23

Aggregate amount of payments to the parties included in item 1.2

1.24

Aggregate amount of loans to the parties included in item 1.10

1.25

Explanation necessary for an understanding of the transactions
Payments include director fees, consulting fees, superannuation and provision of a fully serviced
office.

30
-

Non-cash financing and investing activities
2.1

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

2.2

Details of outlays made by other entities to establish or increase their share in projects in which the
reporting entity has an interest
Not Applicable

Financing facilities available
Add notes as necessary for an understanding of the position.

Amount available
$A’000

Amount used
$A’000

3.1

Loan facilities

-

-

3.2

Credit standby arrangements

-

-

+ See chapter 19 for defined terms.
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Estimated cash outflows for next quarter
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$A’000
4.1

Exploration and evaluation

4.2

Development

4.3

Production

4.4

Administration

(160)
(100)

Total

(260)

Reconciliation of cash
Reconciliation of cash at the end of the quarter (as
shown in the consolidated statement of cash flows) to
the related items in the accounts is as follows.
5.1

Cash on hand and at bank

5.2

Current quarter
$A’000

Previous quarter
$A’000
5

7

Deposits at call

791

1,033

5.3

Bank overdraft

-

-

5.4

Other (provide details)

-

-

796

1,040

Total: cash at end of quarter (item 1.22)

Changes in interests in mining tenements

6.1

Interests in mining
tenements relinquished,
reduced or lapsed

6.2

Interests in mining
tenements acquired or
increased

+ See chapter 19 for defined terms.
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Tenement
reference

Nature of interest
(note (2))

EPM 8586
EPM 8588
EPM 12561
EPM 12597
EPM 12180

Reduction of interest in
accordance with terms of
joint venture agreement.

Interest at
beginning
of quarter
34.09%

Interest at
end of
quarter
33.88%
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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.
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Total number

7.1

7.2

7.3

7.4

7.5

7.6

7.7

Preference
+securities
(description)
Changes during
quarter
(a) Increases
through issues
(b) Decreases
through returns
of capital, buybacks,
redemptions
+Ordinary
securities

142,420,139

Number quoted

Issue price per
security (see note
3) (cents)

142,420,139

Amount paid up per
security (see note 3)
(cents)

Not applicable

Not applicable

Exercise price

Expiry date

Changes during
quarter
(a) Increases
through issues
(b) Decreases
through returns
of capital, buybacks
+Convertible
debt securities
(description)
Changes during
quarter
(a) Increases
through issues
(b) Decreases
through
securities
matured,
converted
Options/ Rights
Options
- Unlisted options
- Unlisted options
- Unlisted options
- Unlisted options
- Unlisted options

1,500,000
1,500,000
1,500,000
1,000,000
1,416,667

-

$0.33
$0.40
$0.47
$0.10
$0.15

15 May 2016
15 May 2017
15 May 2018
30 June 2018
30 September 2018

800,000
800,000

-

-

31 December 2017
31 December 2018

Rights
- Perform. Rights
- Perform. Rights
7.8

Issued during
quarter

+ See chapter 19 for defined terms.
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7.9

Exercised during
quarter

7.10

Expired during
quarter
Cancelled:
- Perform. Rights
- Perform. Rights

7.11

Performance
Shares

7.12

Changes during
quarter
Debentures
(totals only)
Unsecured
notes (totals
only)

7.13
7.14

Expiry date
300,000
300,000

-

-

31 December 2017
31 December 2018

Compliance statement
1

2

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 note 5).
This statement does /does not* (delete one) give a true and fair view of the matters
disclosed.

Sign here:
Print name:

............................................................ Date: 28 April 2016
(Director/Company secretary)
Clint McGhie

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, AASB 6: Exploration for and Evaluation of
Mineral Resources and AASB 107: Statement of Cash Flows apply to this report.

+ See chapter 19 for defined terms.
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5

Accounting Standards ASX will accept, for example, the use of International
Financial Reporting 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.
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