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Quarterly Report for the Period Ending 31 March 2017

Highlights

 AVZ to acquire a 60% interest in the historic Manono Mine contained within licence PR13359
in the south of the Democratic Republic of Congo (DRC) in Central Africa, subject to due
diligence.

 The Manono Project is potentially one of the largest lithium-rich LCT (Lithium Caesium
Tantalum) pegmatite deposits in the world, mined for its tin content between 1919 and
1980. The Manono pegmatite extends for a strike length of at least 13 kms.

 $5 million placement arranged to fund Manono due diligence, acquisition and planned work
programs. The first tranche of the placement for $2.5 million completed in February 2017,
and the second tranche of the placement scheduled for completion in May 2017.

 Klaus Eckhof appointed Executive Chairman and Nigel Ferguson appointed Technical
Director.

 Technical due diligence at the Manono Project in progress. Work undertaken includes:

o Mapping, sampling and trenching of the historical Manono pegmatite over a strike length
of some 5,000m mainly within the Kitotolo mine area.

o Diamond core drilling commenced 21 March 2017. Visible spodumene (up to 25% of the
rock volume) and minor cassiterite (tin) and coltan (tantalum) have been recorded in
core.

 Legal due diligence of the Manono Project is progressing. An action by a third party claiming

that a historic mining right at Manono was invalidly cancelled has been heard by the DRC
Supreme Court of Justice. AVZ’s legal adviser in the DRC attended the hearing and is of the
opinion that the chances of a ruling in favour of the claimant appear very slight.
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AVZ Minerals Limited (AVZ) is pleased to provide the following report on activities to be read in
conjunction with the Appendix 5B for the quarter ending 31 March 2017.

M A N O N O P R O JECT

On 2 February 2017 AVZ entered into a conditional agreement to acquire a 60% interest in the
historic Manono Mine and surrounding area (Manono Project or Project) in the south of the
Democratic Republic of Congo (DRC) (Acquisition Agreement).

The Manono Project comprises PR13359, which covers approximately 188km2. The licence was
granted on 28 December 2016 for a period of five years, and may be renewed in accordance with
the Mining Code. It is situated approximately 500km due north of Lubumbashi, the capital of the
Katanga Province, in the south of the DRC and adjacent to the Manono and Kitotolo townships.

The Kitotolo-Manono pegmatite is known to extend for a strike length of at least 13km within the
licence area. Historically mining has been completed above the two main weathered bodies, known
as Kitotolo and Manono. Only a small portion of the pegmatite was mined or drill tested by historical
activities (and most of that work is to a depth less than -100m). The historic drilling also indicated
the pegmatite was in the order of 250m in thickness.

Reporting of historic activities also indicates that the Manono pegmatites appear to be reasonably
homogeneous mineralogically with cassiterite (up to 2000g/m3), tantalum (up to 100g/m3) and
spodumene (up to 25% or 1.6% Li2O) present.

In addition, outlying occurrences of pegmatite are also recorded about 5km north of Manono and
also to the south, offering further potential.

Figure 1. General Location of the Manono Project
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ExplorationActivities/ T echnicalDueDiligence

During the quarter and subsequent to entering into the Acquisition Agreement, AVZ has
established a presence on site at Manono, completed a review of available historic data and
commenced geological mapping, sampling, trenching and a short diamond drilling program.

Kitotolo Prospect - Mapping and Trenching

Detailed deposit scale geological mapping over the Kitotolo pits commenced in March.
Geological mapping has been followed by systematic trenching programs designed to test
mapped surface spodumene mineralisation between Roche Dure and MPete South pits, which
form part of the Kitotolo deposit.

To date, over 350 data points have been recorded over the pegmatites and used in geological
interpretations.

Mapping has highlighted areas of surface spodumene mineralisation in pit walls and along strike
of historical pits (gap areas) which will be targeted in the next phase of drilling. The recent
mapping has confirmed that the pegmatite ranges in thickness between 150m to 450m with an
expected average of approximately 250m.

Detailed geological mapping is showing that the main body of the pegmatite in the Kitotolo
prospect is cross cutting the fabric of the steep north westerly dipping mica schists in the form of

a sill or a lopolith. The pegmatite dips about 31to 45south east in the Kitotolo pit, and the dip
becomes progressively shallower towards the north east.

Of a total of 8 trenches designed across the regional strike, 5 have been completed at the Roche
Dure pit, for a combined length of 1,116 line meters of samples (Figure 2). All assays are
pending. Two distinct zones of spodumene mineralisation have been observed at the north and
south ends of the Roche Dure pit and east along the pit wall.

Continuous line rock chip sampling was undertaken within fresh pegmatite instead of within
trenching, due to the hardness of the exposed rock.

Figure 2: showing completed trenching in green lines with planned drilling at Kitotolo/Roche Dure pit.
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Mapping and trenching to date has identified no real mineral zoning. By normal standards these
are huge bodies and the internal zoning may not be the usual classic complex zoned pegmatites.
There is, however, an outer zone of fine grained quartz and microcline seldom more than a few
centimetres wide often hosting small aggregations of fine grained quartz and muscovite
greisens. This passes into an irregular courser grained zone of quartz-feldspar mass together
with spodumene and muscovite.

Detailed geological mapping and follow up trenching is continuing.

Kitotolo Prospect - Drilling

On 21 March 2017, AVZ commenced a 13 hole, 2,000 metre diamond drilling program designed
to test both the Kitotolo and Manono prospects. Drill hole MO17DD001 (Figure 3) was designed
to target surface mineralisation recently identified by mapping at the south end of the historic
Roche Dure pit. The hole was terminated in mineralisation at a down hole depth of 141.50
metres. Spodumene ranging between 5% and 25% of whole rock volume and minor
cassiterite/coltan is clearly visible in sections of the core. Samples have been forwarded to SGS
laboratories in South Africa for analysis – assays are pending. The initial drill program is
continuing and is expected to be completed in early Q3 2017.

Figure 3: Showing schematic geological cross section interpretation of south Roche Dure pit with AVZ drill hole MO17DD001

Manono Prospect - Mapping and Trenching

Detailed, deposit scale, geological mapping over the Manono pits commenced during the
quarter. Geological mapping was followed up with three trenches (for a total length of 306m)
completed to date at the Malata prospect (Figure 4). In total 76 data points have been collected
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and used in initial geological interpretations. Mapping and trenching have highlighted areas of
significant surface spodumene mineralisation in pit walls and along strike and between historical
pits (gaps) which will be targeted in the next phase of drilling. Mapping and trenching programs
are ongoing.

Figure 4: showing completed trenching in green lines with planned drilling at Manono (Malata south towards Kahungwe North).

M anonoP rojectL egalDueDiligence

AVZ’s legal adviser in the DRC has advised:

 PR 13359 is valid and confers on its registered holder La Congolaise d’Exploitation Miniere
SA (Com iniere) the right to carry out exploration work for lithium, coltan and wolframite.

 The term of validity of PR 13359 is five years from 28 December 2016 to 27 December 2021.
The licence is renewable thereafter for an additional period of five years, providing certain
conditions are satisfied.

 The joint venture agreement entered into by AVZ, Cominiere and others is valid and
enforceable under the laws of the DRC in accordance with its terms.

In April 2017 a claim for annulment of the Ministerial Order which cancelled the mining right (PE
12202) previously held by a third party named Manono Minerals Sarl (M anom in) in respect of
the area covered by PR 13359 was heard by the DRC Supreme Court of Justice (DR C S CJ). AVZ’s
legal adviser in the DRC attended the hearing and is of the opinion that the chances of a ruling in
favour of Manomin appear very slight. Further, if the DRC SCJ finds that PE 12202 had been
wrongly forfeited and, as a consequence, the decision of the DRC Minister for Mines should be
annulled, the effects of the annulled decision cannot alter the rights of third parties. Any
decision declaring the ministerial order invalid would not extend its effect to the subsequent
granting of PR 13359 to AVZ’s joint venture partner (Cominiere), and it would be for the
administrative authority to decide what compensation, if any, should be granted to Manomin as
a consequence of the wrongful forfeiture of its tenement.
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AVZ understands the DRC SCJ decision is expected to be rendered by mid May 2017. The
Company has agreed with its joint venture partners to extend the date for completion of the due
diligence until the close of business on 18 May 2017.

In March 2017 AVZ was served a writ of summons filed in the Supreme Court of Western
Australia by MMCS Strategic 1 (MMCS) seeking a declaration that the rights conferred under PE
12202 in the DRC remain valid (Proceedings). AVZ considers and has informed MMCS by its
lawyers that:

 the Proceedings ought to be stayed permanently, on the basis that the Supreme Court of
Western Australia (Court) is a clearly inappropriate forum for the determination of questions
as to whether rights conferred under a mineral licence in the DRC remain valid, and as to
whether executive action by a foreign governmental authority to cancel a mineral licence is
invalid; and

 if the Court does not stay permanently the Proceedings on the ground that the Court is a
clearly inappropriate forum, the rights conferred under PE 12202 are not rights which were
held by MMCS, but by another entity, which is not a party to the Proceedings. In addition,
the entity which has been granted the current licence at Manono (PR 13359) is not a party to
the Proceedings. As neither of the parties whose rights are the subject of the relief sought
are parties to the Proceedings, and as the SCJ has rejected the appeal against the
cancellation in the DRC (such appeal involving the parties whose rights are the subject of the
relief sought), the Proceedings will not resolve any issue or dispute, and therefore ought to
be dismissed.

AVZ has now applied to the Court to have the proceedings permanently stayed. The hearing date
for this application has not yet been set, but is expected to be in approximately 2 to 3 months.

M anonoP rojectAcquisitionA greem ent

The principal terms of the agreement for AVZ to acquire a 60% interest in the Manono Project
from the current holders, La Congolaise D’exploitation Miniere SA (Cominiere, a State-owned
enterprise) and Dathomir Mining Ressources SARL (Dathomir, a privately-owned company), as
amended, are:

 Agreement is subject to certain conditions precedent including:
- AVZ completing its due diligence review to its satisfaction.
- AVZ obtaining all necessary regulatory and shareholder approvals (received).

 AVZ to pay Cominiere a total of US$6 million in cash as follows:
- US$100,000 upon execution of the agreement (paid)
- US$250,000 within 5 days from signing the deed of amendment No 1 (paid)
- US$1,650,000 upon satisfaction of all conditions precedent (First Instalment)
- US$1,500,000 within 12 months of the date of the First Instalment
- US$1,500,000 within 24 months of the date of the First Instalment
- US$1,000,000 within 36 months of the date of the First Instalment.

 AVZ to pay Dathomir US$750,000 in cash being US$250,000 within 5 days from signing the
deed of amendment No 1 (paid) and US$500,000 following confirmation of the validity of
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PR13359 to the satisfaction of AVZ, and to issue to Dathomir and its nominees 280 million
shares upon satisfaction of all conditions precedent.

 AVZ to issue a further 140 million shares upon satisfaction of all conditions precedent,
comprising 80 million shares to Mr Klaus Eckhof (a director of AVZ), and 60 million shares to
other parties (not related parties of AVZ) associated with facilitating the transaction.

 The interests of the parties in the Project at completion will be AVZ 60%, Cominiere 30% and
Dathomir 10%. Cominiere will also be entitled to a 1% royalty interest. AVZ will be
responsible for funding expenditure to completion of a feasibility study.

 AVZ can relinquish its interest in the Project at any time (with no further obligations).

M A N O N O EX T EN S IO N P R O JECT

During the quarter, the Company completed further geological mapping of the south western
portion of the Manono Extension Project. A pegmatite body of approximately 800m strike length
and 200m width has been mapped. This body straddles the western licence boundary, with
approximately 600m of strike contained within PR4030.

KA T A N GA R EGIO N A L P R O JECT

AVZ undertook limited work in respect of the seven exploration licences comprising this project
during the quarter, due to the focus on the due diligence review of the Manono Project.

EX P L O R A T IO N P R O JECT S – N A M IBIA

AVZ completed no field work during the quarter in respect of its three licence applications. The
renewal of EPL4436 was not approved and the licence has been relinquished.

CO R P O R A T E

CapitalR aising

In order to fund the proposed acquisition of the Manono Project and planned work programs, AVZ
completed a book build for a placement to institutional and sophisticated investors of 250,000,000
shares at an issue price of 2 cents per share (together with 250,000,000 attaching options
exercisable at 3 cents and expiring 3 years from the date of issue (attaching options)) to raise
$5,000,000 (Placement). Hartleys Limited acted as Lead Manager of the Placement.

AVZ completed settlement for the issue and allotment of 125,000,000 ordinary shares at an issue
price of 2 cents each to raise $2,500,000 on 10 February 2017 (Tranche 1). In addition, during the
quarter 4,000,000 performance rights were converted into ordinary shares and 35,000,000 options
exercisable at 1.2 cents each on or before 30 September 2017 were exercised.

The Company expects to settle the acquisition (assuming the results of the due diligence are to the
Company’s satisfaction) and the second tranche of the placement (for a further 125,000,000 shares
and a further 125,000,000 attaching options) on or around Tuesday, 23 May 2017.
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BoardChanges

AVZ’s Managing Director Klaus Eckhof was appointed Executive Chairman of AVZ in February 2017.

Mr Nigel Ferguson also joined the AVZ Board as Technical Director in February 2017. Mr Ferguson is
responsible for the management of AVZ’s exploration activities at Manono. Mr Ferguson is a
geologist with 30 years of experience. He has been active in the DRC since 2004 in gold and base
metals exploration and resource development.

Former Chairman Patrick Flint remains on the Board as a Non-Executive Director.

For more information contact:

Klaus Eckhof
Executive Chairman
Phone: +377 680 866 300
Email: klauseckhof@monaco.mc

Com petentP erson’sS tatem ent– ExplorationR esults

The information in this report that relates to exploration results is based on, and fairly represents
information and supporting documentation prepared by Mr Nigel Ferguson, a Competent Person who is a
Fellow of The Australasian Institute of Mining and Metallurgy and Member of the Australian Institute of
Geoscientists. Mr Ferguson is a consultant to AVZ Minerals Limited. Mr Ferguson 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 Resource and Ore Reserves”. Mr Ferguson consents to
the inclusion in this report of the matters based on his information in the form and context in which it
appears.
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Inform ationrequiredunderL istingR ule5.3.3

List of current mining and exploration tenements (as at 31 March 2017):

Country / Project Tenement Interest Status

DRC – Manono
Extension PR 4029, PR 4030 100% Granted

DRC-Katanga Regional

PR 12206, PR 12436,
PR 12449, PR 12450,
PR 12454, PR 12459,

PR 12461
60% Granted

Namibia - Himba EPL 4283 95% Application
EPL 4284 95% Application
EPL 4285 95% Application

Key
EPL: Exploration Licence
PR: Permis de Recherches
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Appendix 5B

Mining exploration entity and oil and gas 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, 01/05/13, 01/09/16

Name of entity

AVZ Minerals Ltd

ABN Quarter ended (“current quarter”)

81 125 176 703 31 March 2017

Consolidated statement of cash flows Current quarter
$A’000

Year to date

(9 months)
$A’000

1. Cash flows from operating activities

1.1 Receipts from customers

1.2 Payments for

(651) (732)(a) exploration & evaluation

(b) development

(c) production

(d) staff costs

(e) administration and corporate costs (300) (501)

1.3 Dividends received (see note 3)

1.4 Interest received 5 13

1.5 Interest and other costs of finance paid

1.6 Income taxes paid

1.7 Research and development refunds

1.8 Other (net GST / FBT Activity) (15) (16)

1.9 Net cash from / (used in) operating
activities

(961) (1,236)

2. Cash flows from investing activities

2.1 Payments to acquire:

(a) property, plant and equipment

(b) tenements (see item 10) (131) (928)

(c) investments

(d) other non-current assets



Appendix 5B
Mining exploration entity and oil and gas exploration entity quarterly report

+ See chapter 19 for defined terms
1 September 2016 Page 2

Consolidated statement of cash flows Current quarter
$A’000

Year to date

(9 months)
$A’000

2.2 Proceeds from the disposal of:

- 2(a) property, plant and equipment

(b) tenements (see item 10)

(c) investments

(d) other non-current assets

2.3 Cash flows from loans to other entities

2.4 Dividends received (see note 3)

2.5 Other (provide details if material)

2.6 Net cash from / (used in) investing
activities

（131） (926)

3. Cash flows from financing activities

2,920 4,2653.1 Proceeds from issues of shares

3.2 Proceeds from issue of convertible notes

3.3 Proceeds from exercise of share options

3.4 Transaction costs related to issues of
shares, convertible notes or options

(147) (175)

3.5 Proceeds from borrowings

3.6 Repayment of borrowings

3.7 Transaction costs related to loans and
borrowings

3.8 Dividends paid

3.9 Proceeds from application funds held in
trust

49 49

3.10 Net cash from / (used in) financing
activities

2,822 4,139

4. Net increase / (decrease) in cash and
cash equivalents for the period

2,294 2,047
4.1 Cash and cash equivalents at beginning of

period

4.2 Net cash from / (used in) operating
activities (item 1.9 above) (961) (1,236)

4.3 Net cash from / (used in) investing activities
(item 2.6 above) (131) (926)

4.4 Net cash from / (used in) financing activities
(item 3.10 above) 2,822 4,139
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Consolidated statement of cash flows Current quarter
$A’000

Year to date

(9 months)
$A’000

4.5 Effect of movement in exchange rates on
cash held - -

4.6 Cash and cash equivalents at end of
period

4,024 4,024

5. Reconciliation of cash and cash
equivalents
at the end of the quarter (as shown in the
consolidated statement of cash flows) to the
related items in the accounts

Current quarter
$A’000

Previous quarter
$A’000

5.1 Bank balances 4,024 2,294

5.2 Call deposits - -

5.3 Bank overdrafts - -

5.4 Other (provide details) - -

5.5 Cash and cash equivalents at end of
quarter (should equal item 4.6 above)

4,024 2,294

6. Payments to directors of the entity and their associates Current quarter
$A'000

6.1 Aggregate amount of payments to these parties included in item 1.2 118

6.2 Aggregate amount of cash flow from loans to these parties included
in item 2.3

-

6.3 Include below any explanation necessary to understand the transactions included in
items 6.1 and 6.2

$A’000

Payment to directors (excluding GST) $ 71

Payment to director-related entity – corporate services (excluding GST) $ 31

Payment to director-related entity – technical director (excluding GST) $ 16.5

7. Payments to related entities of the entity and their
associates

Current quarter
$A'000

7.1 Aggregate amount of payments to these parties included in item 1.2 -

7.2 Aggregate amount of cash flow from loans to these parties included
in item 2.3

-

7.3 Include below any explanation necessary to understand the transactions included in
items 7.1 and 7.2
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8. Financing facilities available
Add notes as necessary for an
understanding of the position

Total facility amount
at quarter end

$A’000

Amount drawn at
quarter end

$A’000

8.1 Loan facilities - -

8.2 Credit standby arrangements - -

8.3 Other (please specify) - -

8.4 Include below a description of each facility above, including the lender, interest rate and
whether it is secured or unsecured. If any additional facilities have been entered into or are
proposed to be entered into after quarter end, include details of those facilities as well.

9. Estimated cash outflows for next quarter $A’000

9.1 Exploration and evaluation 1,000

9.2 Development -

9.3 Production -

9.4 Staff costs -

9.5 Administration and corporate costs 200

9.6 Other (provide details if material) -

9.7 Total estimated cash outflows 1,200

10. Changes in
tenements
(items 2.1(b) and
2.2(b) above)

Tenement
reference
and
location

Nature of interest Interest at
beginning
of quarter

Interest
at end of
quarter

10.1 Interests in mining
tenements and
petroleum tenements
lapsed, relinquished
or reduced

EPL4436

Namibia

Direct 95% -

10.2 Interests in mining
tenements and
petroleum tenements
acquired or increased
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Compliance statement

1 This statement has been prepared in accordance with accounting standards and policies which
comply with Listing Rule 19.11A.

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

Sign here: (lodged electronically) Date: 28 April 2017
(Director/Company secretary)

Print name: Gary Steinepreis

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 that wishes to
disclose additional information is encouraged to do so, in a note or notes included in or attached
to this report.

2. If this quarterly report has been prepared in accordance with Australian Accounting Standards,
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. If this quarterly report
has been prepared in accordance with other accounting standards agreed by ASX pursuant to
Listing Rule 19.11A, the corresponding equivalent standards apply to this report.

3. Dividends received may be classified either as cash flows from operating activities or cash flows
from investing activities, depending on the accounting policy of the entity.


