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Chairman’s Letter
This has been a very busy year and the Company’s main activity has been the Redmoor Tin-Tungsten 
Project in Cornwall.

The Company earlier formed a Joint Venture with AIM listed Strategic Minerals Plc and through their 
investment was able to commence drilling at Redmoor in March 2017. The Joint Venture vehicle, Cornwall 
Resources Ltd has now completed the first phase of its drilling program and results to date have been 
encouraging and exceeded expectations. Both partners have recently committed to the second phase of 
the exploration program and we are also reassured by the attractive current market prices for tin and 
tungsten. The ultimate objective is to test the veracity of a plan to mine the Redmoor asset and the work 
completed this year has given the Board encouragement that this may eventually be achieved.

The Lochinvar Coking Coal Project in Scotland recommenced activities in November 2016. The 
licenses have been maintained in good standing and we have continued to maintain the strong 
community and stakeholder relationships established on the project through the period when work 
was put on hold. Hard coking coal prices have rebounded to levels that make the Lochinvar project 
attractive and have stabilized currently.

The Company updated its earlier Lochinvar Scoping Study in March 2017 and the revised data showed 
a significant improvement in the project economics. Following the revised Scoping Study, the Company 
embarked on developing considerations for the next phase of exploration on the project. Considerable 
capital will be required to move to the next level of asset development and discussions have been 
undertaken with a number of potential interested strategic partners who may come alongside the 
Company to the take the project forward. This work is continuing and discussions with organizations 
who have a real long-term interest in Coking Coal project development are progressing.

Our application for 2 Prospecting Permits over gold exploration targets in Otago, New Zealand were 
granted during the year and exploration work on the ground commenced. The applications cover 
an area previously unidentified in the southern part of the Otago Schist belt which is thought to 
be ‘mirror image’ of the Macraes gold mine geology. Initial work was inconclusive and as a result, a 
decision was made to focus on a particular area of the ground for further work in the coming year. The 
Company has reduced the area of it exploration tenement accordingly.

The Company has maintained a strong focus on health, safety, environment and community in all of 
its activities and is a crucial part of everything we do.

The Board has continued its focus on keeping costs well under control but has also spent time evaluating 
other potential assets that it can add to the existing portfolio that are synergistic and could add value.

The Board would like to thank all stakeholders who have supported the Company this year, in 
particular our shareholders who have maintained their interest in the Company as it has moved the 
asset development plan forward.

Yours faithfully,

Dear Shareholders,

 
Alan Broome AM  
Non-executive Chairman

30 June 2017
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Key Milestones
Lochinvar Scoping Study Update showing substantial improvement in  
project economics with US$410M NPV 27% IRR and 4-year payback period

Possible extension of the Nine Foot Seam to the west of the Lochinvar  
resource identified from Seismic interpretation and 4 holes planned  
to test these areas with a budget of A$0.6M in ~March 2018

Completion of JV with SML with £1.05M paid for 50% earn in  
on Redmoor Project

Redmoor Phase 1 drilling program completed with Interim results  
exceeding expectations

Otago South Gold project initial exploration program completed with 
inconclusive results to date

Completion of $1.384M heavily oversubscribed capital raising 
at 2.0c/share

March 2017

August 2017

February 2017

September 2017

July 2017

November 2016

Our Year
in Review
The Company has made significant progress with all three of its 
projects this year. 

Activities were re-commenced on the Lochinvar Coking Coal Project in 
November 2016 following strong increases in the coking coal commodity 
price. An update of the Lochinvar Scoping Study was completed in March 2017 
showing a significant improvement in the project economics. Coking coal prices 
have continued to perform strongly during 2017 adding further confidence in the 
project. As market conditions for coking coal have improved, a number of encouraging 
discussions are now progressing with potential strategic investors aimed at providing 
funding required to advance the Lochinvar project. 

A joint venture transaction was completed in February 2017 with Strategic Minerals Plc (SML) 
with a total of £1.05M paid for 50% of the Redmoor project. A site-based geological team was 
established at the beginning of the year and drilling commenced at Redmoor in March 2017. A 15-hole 
Phase 1 drilling program was completed at Redmoor in September 2017. Interim Phase 1 drilling results 
exceeded expectations and included a number of broad, high grade intercepts from within high grade 
zones in the Sheeted Vein System. 

An initial gold exploration program was completed over the Otago South Gold Project in New Zealand 
after being granted 2 prospecting permits in October 2016. Results to date have been inconclusive and 
future exploration will now focus on a small area of interest. As a result, some 75% of the permit areas was 
relinquished in July 2017.

30 June 2017



Lochinvar  
Coking Coal 
Project, UK
The Lochinvar Coking Coal Project is 
located on the Scottish / English border. 
NAE was granted the initial (northern) 
Lochinvar exploration licence and 
conditional underground mining licence 
in June 2012. In July 2017 the northern 
Lochinvar licence was renewed for a 
further 3 years. NAE was granted the 
southern Lochinvar Licence in October 
2014 for an initial 5 year term. All the 
licences are in good standing and are 
100% owned by NAE.

On 15 March 2017, NAE announced 
the results of an update to its 
Lochinvar Scoping Study, previously 
announced on 27 October 2014. The 
Scoping Study Update results show the 
potential for the Lochinvar project to 
deliver excellent returns on investment 
with lowest quartile operating costs 
resulting from short rail transport 
distances, low labor costs, high coal 
yield, low royalties, and low taxes.

Lochinvar Scoping Study Update (March 2017)
On 15 March 2017, NAE announced the results of an update of the Lochinvar Scoping Study which 
showed a substantial improvement in the project economics.

The Lochinvar project now has a base-case NPV9%, determined to an accuracy of ±40%, of approximately 
US$410M, an IRR of approximately 27% and a payback period of approximately 4 years. The Scoping 
Study Update results also demonstrate that the Lochinvar Project is robust to changes in Coking Coal 
price and other key assumptions (break even HCC price is US$100/t). The economic evaluation is based 
on a US$160/t HCC Benchmark Price / US$150/t Lochinvar Realised Price.

The Scoping Study Update NPV improvement (2014 Scoping Study NPV was US$263M) has primarily 
been driven by depreciation of the British Pound Stirling (GBP) against the USD following the outcome of 
the Brexit referendum, and by high demand for high volatile coking coals in Europe resulting in reduced 
quality discounts (i.e higher realised price) expected for Lochinvar coal sales into Europe.

NAE Annual Report 2017
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These results show the potential for the Lochinvar project to deliver excellent returns on investment 
with lowest quartile operating costs resulting from short rail transport distances, low labour costs, 
high coal yield (71%), low royalties, and low taxes.

Lochinvar sits comfortably in the lowest quartile of the 2017 Wood Mackenzie Global Seaborne Coking 
Coal FOB cost curve. With a total FOB Operating Cost of US$58/t, Lochinvar has the potential to deliver 
a low- cost, long life operation which is ideally located to supply the European steel industry.

Wood MacKenzie forecast a 50% growth in European demand for Lochinvar style High Volatile Hard 
Coking Coals (HV HCC) over the life of mine.

30 June 2017
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2017 Global Seaborne Metallurgical Coal Total Cash Cost Curve (source: Wood Mackenzie)

European Metallurgical Coal Imports Forecast (source: Wood MacKenzie)
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Coking Coal Outlook
Since rising to a high of over US$300/t last year, hard coking coal prices have fluctuated in the 
US$150/t to US$210/t range during 2017 with the current spot HCC benchmark price being ~US$210/t. 

The market this year is in line with the NAE Directors view that it is probable that the hard coking coal 
price will remain in the range of US$140/t to US$170/t over the medium to long term. A hard coking coal 
price of US$160/t was used for the Lochinvar Scoping Study Update in March 2017 which is considerably 
lower than the current market price of ~US$210/t.

Planned 2017/18 Exploration Program
A planned 2017/18 Lochinvar Exploration Program was announced on 15 May 2017. The focus of the 
planned program is to test possible extensions of the Nine Foot Coking Coal Seam to the west of the 
current resource which have been identified from interpretation of historic seismic lines in these areas.

These possible coal extensions to the west of the Lochinvar Resource have the potential for shallow coal 
(150 – 250m depth) which is also nearer to the rail infrastructure.

4 holes have been planned to test these areas with a budget of A$0.6M. Applications for environmental 
permits are currently being prepared and are expected to take approximately 4 months. The earliest 
that the drilling could be undertaken is therefore in early 2018. As this is mid-winter in the UK, it is likely 
to be preferable to delay the drilling start until March 2018. Drilling the 4 holes is expected to take up 
to 2 months to complete. Funding has not yet been allocated to complete the 4 planed holes in March 
2018 and a decision will be made closer to the time on whether this can be funded from available cash 
or if further funding is needed.

Lochinvar Strategic Investor Update
As market conditions for coking coal have improved, a number of encouraging discussions are now 
progressing with potential strategic investors aimed at providing funding required to advance the 
Lochinvar project.

Hard Coking Coal Spot Price (US$/t FOB Aust)



Joint Venture Agreement – Strategic Minerals
A joint venture transaction was completed in February 2017 with Strategic Minerals Plc (SML) with a 
total of £1.05M paid by SML for 50% of the Redmoor project. The £1.05M earn-in payment has been 
primarily applied to funding the Redmoor 2017 Phase 1 drilling program.

The Redmoor licence is held by Cornwall Resources Limited (“CRL”), a UK company now owned equally 
by NAE and SML.

Redmoor Tin 
Project, UK

The Redmoor Project is located between the village of Kelly Bray and the small town of Callington in 
south east Cornwall, United Kingdom, approximately 25km by road from the city and port of Plymouth, 
and 40km from the recently commissioned Hemerdon Tungsten mine and processing plant. The area 
has well-established infrastructure and is located in the world class Cornwall tin–tungsten–copper 
mineralised district.

NAE holds a 15-year exploration licence over the Redmoor Tin and Tungsten project in the historic 
mining district of Cornwall, United Kingdom. The licence is in good standing and is 50% owned by NAE.

Redmoor Location

8Activities Report
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2017 Exploration Program
On 21 March 2017, CRL began a 13-hole Phase 1 drilling program aimed at increasing the tin-tungsten- 
copper resource at its Redmoor Project.

In August 2017, NAE and SML evenly funded £60,000 for an additional 2 Phase 1 holes due to encouraging 
results to date from high-grade zones within the Sheeted Vein System (“SVS”) at Redmoor. Drilling of the 
extended 15-hole Phase 1 program has now been completed and the results of the initial 10 holes were 
announced on 7 September 2017.

NAE and CRL also recently agreed to evenly fund a further £150,000 for the first 3 holes of a Phase 2 
drilling program at Redmoor. Additionally, up to 3 further Phase 2 holes may need to be evenly funded 
by NAE and SML, should they be required. The Phase 2 drilling program will be focused on further 
definition of high-grade zones within the SVS, which are now considered to have potential to be the 
most economically attractive mining target within CRL’s Mineral Rights.

Encouraging Results from Initial 10 Phase 1 Drill holes
The first 10 holes of the 2017 Phase 1 drilling program included encouraging results from discrete high- 
grade zones within the SVS with thicknesses and grades exceeding expectations of NAE’s Directors. 
Selected significant SVS high-grade zone intercepts include:

• CRD007: 14.8 m @ 1.00 % SnEq from 245.7 m, including 2.5 m @ 3.39 % SnEq from 257.9 m
• CRD009: 17.5 m @ 0.68 % SnEq from 265.9 m, including 3.1 m @1.97 % SnEq from 280.3 m
• CRD009: 28.2 m @ 0.81 % SnEq from 298.8 m, including 7.0 m @1.89 % SnEq from 317.5 m
• CRD010: 11.1 m @ 0.57 % SnEq from 113.3 m, including 3.1 m @1.19 % SnEq from 121.3 m

Drillhole Collar Location Plan with surface representation of the SVS and high-grade lodes
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SVS High Grade Zone Exploration Potential
The encouraging 2017 CRL drilling results, combined with the results of the historic SWM drilling, have 
provided confidence that multiple high-grade zones exist within the SVS.

Preliminary interpretation of specific individual high-grade zones within the SVS has been commenced 
by CRL’s geologists, however this work has not yet completed.

The preliminary interpretation of the SVS high-grade zones indicates that the presence of these zones 
extends over a strike length of over 650 m and remain open along strike to the west.

The SVS high-grade zone significant intercepts represent potentially attractive underground mining 
targets. They provide superior thickness, which may more than offset their slightly lower grade, 
compared to high-grade lode significant intercepts previously reported in the 15 December 2015 
Resource Update announcement. Furthermore, in many cases the ‘Included’ higher grade intervals 
contained within the CRL 2017 and SWM historical drilling significant intercepts also have superior 
thickness and grade to the high-grade lode significant intercepts previously reported in the 15 
December 2015 Resource Update announcement.

The thicknesses quoted above are apparent thicknesses. Estimated true thicknesses are shown in the 
7 September announcement. For convenience, significant intercepts are also expressed in terms of a 
calculated tin equivalent value (SnEq)1.

A review of historical (1980s) South West Minerals (SWM) drilling results has identified 31 significant 
high-grade intercepts within the SVS, some of which were previously interpreted to represent high-
grade lodes. These intercepts provide confidence in the continuity of high-grade zones in the SVS.

1 Equivalent metal calculation notes; Sn(Eq)% = Sn%*1 + WO3%*1.43 + Cu%*0.40. Commodity price assumptions: 
WO3 US$ 33,000/t, Sn US$ 22,000/t, Cu US$ 7,000/t. Recovery assumptions: total WO3 recovery 72%, total Sn 
recovery 68% & total Cu recovery 85% and payability assumptions of 81%, 90% and 90%

Results from the first 10 holes of the 2017 Phase 
1 drilling program also included a successful high-
grade intersection in Johnson’s Lode and in Kelly 
Bray Lode:

• CRD002: 2.7 m @ 1.11% SnEq from 297.1 m;  
    intercept in Johnson’s Lode

• CRD004: 0.6 m @ 0.95 % SnEq from 212.3 m;  
    intercept in Kelly Bray Lode

High grade vein mineralization within SVS (CRD009 
from 229.00 m – 302.00 m, only part of section visible. 
Wf = wolframite, Cp = chalcopyrite, Ap = arsenopyrite



NAE’s Directors believe that the delineation of the SVS high-grade zones has the potential to significantly 
increase the grade of the SVS Resource previously stated in the 15 December 2015 Resource Update 
announcement, albeit within a reduced tonnage, and may support a larger tonnage of high grade 
material than the high-grade lode resource reported in the 15 December 2015 resource update.

Activities Report11

Schematic North-South Cross Section showing interpreted high-grade zones within the SVS

Phase 2 Drilling Program
A Phase 2 drilling program of 3-6 holes commenced in September 2017 and is anticipated to be 
complete by the end of October 2017. Phase 2 will target further definition of high-grade zones within 
the SVS with the objective of defining a high-grade resource of sufficient size to potentially support an 
underground mining operation.

The remaining Phase 1 and Phase 2 results (18-21 holes in total, including the first 10 Phase 1 holes are 
expected during Q4 2017.

The General Permitted Development Order (GPDO) planning authorization from Cornwall Council has 
been successfully extended to 31 October in preparation for Phase 2 drilling.
 
Resource Update
Subject to the results of the current and planned drilling, a resource update will be undertaken, results 
for which are expected in Q1 2018.

NAE Annual Report 2017



Drilling underway, with bales successfully used for acoustic mitigation

Community
CRL has maintained a close working relationship with the local community and local and County Councils. 
No complaints have been received to date regarding the drilling and support activities or any other 
matter, and, where possible, local employment has been created. There are now two local community 
members working for the drilling company and CRL has employed a local geologist and a local mining 
engineer. CRL’s Community Advisor is also locally based.

CRL has also entered into collaboration arrangements with local and regional universities; master’s 
student research projects have been set up at with the Camborne School of Mines and the University 
of Portsmouth. Another project is in the planning stage with Plymouth University. A recent master’s 
graduate who lives in Kelly Bray has been provided with an informal internship during August.

Tungsten Outlook
Tungsten has rallied 65% since the start of 2017, with the current spot price at US$310-335/mtu. 

Tungsten is an indispensable commodity due to its unique properties including having the highest melting 
point of all metals (3422 oC), a high density (19.3g/cm3 similar to gold) and hardness close to diamond. 
As a result, tungsten has many uses in today’s society, and most commonly for its hardness in cemented 
carbide tools and steel alloys, such as drill bits, cutting tools and wear-resistant materials which have 
a range of uses in industry, construction, mining and defence. Tungsten also has a range of uses in cars 
and planes, where its high density is important. Light bulbs use tungsten wire elements, as do window 
heating strips in cars. Less known is tungsten’s use in automatic watches and sports equipment such as 
in golf clubs. Lastly and also importantly, tungsten has a growing use in electronics such as vibrators in 
mobile phones and heat sinks in modern computer processors and integrated circuits.
 
China produces about 80% of the world’s tungsten, and recently, in August and September, there 
have been significant supply cutbacks. The Chinese government is now imposing quotas on tungsten 
production and is tightening up on enforcement of environmental and safety rules.

The European Union has classed tungsten as a critical commodity and the British Geological Survey 
places it at the top of its supply-risk list of materials needed to maintain the U.K.’s economy and lifestyle.

30 June 2017
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The NAE Directors expect there to be continued regulatory pressure on Chinese supply, in a similar 
fashion to Chinese regulation of its metallurgical coal production over the past 12 months. This, coupled 
with ongoing global demand growth for tungsten, is ideal timing for the Redmoor project, where a 
number of the recently announced high grade drilling results are starting to show that higher levels of 
tungsten may be present in the deposit. The Redmoor deposit contains tin, tungsten and copper.

Tungsten Prices

Tin Prices

Tin Outlook
Tin was one of the strongest performing commodities during 2016 and has increased by ~28% over the 
past 18 months, now strengthening at the US$21,000 / t level.

The outlook for tin, with growing use in electronics (as a lead free solder), tin plating and alloys, 
coupled with declining supply and limited new supply projects, is also very positive. LME tin stocks 
are at 12-year lows.
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Otago Southern 
Shear Zone 
Gold Exploration 
Project, NZ

Two Prospecting Permits over the Otago South Gold Project covering a total area of 876 km2 were 
granted to NAE on 17 October 2016.

During 2017, an initial exploration program ws completed over these Permits targeting shear hosted 
gold mineralisation in the south of the Otago Schist belt where recent research has identified a ‘mirror 
image’ of the geology present in the north of the schist belt some 60km away which hosts the (>10Moz 
Au) Macraes gold mine.

A soil sampling program comprising over 73 lines and 877 soil samples targeting conductivity lineaments 
was completed with soil samples analyzed using a portable XRF instrument. 246 rock chip samples were 
also collected and analyzed. The soil and rock chip results are inconclusive in that they have not identified 
any significant anomalous levels of arsenic (a pathfinder mineral for gold) for follow up exploration.

Mapping and petrographic study of the gold-bearing quartz veins in the historic gold workings around 
Lake Mahinerangi has shown that these appear to be relatively late stage, post-metamorphic, brittle 
features that are hosted in well defined, high angle, extensional faults. To date there is no evidence of 
any late metamorphic ductile shearing that would be indicative of any shear zone gold targets.

Due to the results to date and to increased annual permit fees, in July 2017 NAE relinquished approximately 
75% of the total area of both reducing the annual permit holding costs to approx. NZ$13,000 p.a.

The southern areas retained by both permits contain the most promising ground as:

• The historic gold workings are all located in the southern areas retained.
• The retained areas are closest to known local alluvial gold deposits, e.g. Gabriel’s Gully (>0.5Moz Au).
• The retained permits cover the most complex zone of intersecting and converging conductivity  
    lineaments that are oriented NW parallel to significant regional-scale faults and boundary features in  
    the basement rocks (like the Tuapeka Fault zone and textural zone boundaries to the north and south,  
    respectively). Furthermore, using our analogy with the Hyde Macraes Shear Zone, these NW-trending  
     lineaments define the most favourable structural trend and orientation for potential shear zone hosted  
    gold deposits.

NAE is currently working with Dr. MacKenzie and its technical consultants CRL Energy to determine the 
exploration strategy and work plan that may be most effective to further explore the most prospective 
areas retained. Further field work is planned in Q4 (after the winter season).
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Research and Development Tax Relief Payment
On 1 July 2016, NAE’s wholly-owned UK subsidiary, Lochinvar Coal Limited, received a cash payment of 
£456,729, net of fees, from the UK Government for Research and Development Tax Relief.

RCF Loan Repayments
On 5 July 2016, 15,700,000 fully paid ordinary shares in NAE were placed to RCF at a subscription price 
of 1.5 cents per share to repay US$174,882 of the unsecured loan to RCF. A further 925,914 fully paid 
ordinary shares in the Company were also placed to RCF at a subscription price of 0.99 cents per share 
to repay US$6,807.08 interest accrued on the loan.

In January 2017, NAE’s outstanding loan with RCF of A$109,758 was repaid in full by the Company. The 
Company has no outstanding loans to RCF or to any other party.

Joint Venture Agreement
Strategic Minerals Ltd (“SML”), which owned 6.7% interest in NAE Resources (UK) Ltd (renamed Cornwall 
Resources Ltd, or “CRL”) at 30 June 2016, increased its interest to 9.1% in July 2016 in accordance with 
the joint venture (“JV”) agreement signed in May 2016. In September 2016, the JV agreement was 
amended such that SML made a part-payment of £101,700 (or $178,000) of the SML Option Payment. 
The remaining £843,649 (or $1.48 million) of the SML Option Payment was paid in February 2017, 
increasing SML’s interest to 50%. NAE has deconsolidated CRL from the group accounts as a result of its 
loss of control over CRL.

Capital Raising
A capital raising of $1,384,000, before costs, was completed in November 2016 via the placement of 
69.2 million fully paid ordinary shares to sophisticated investors at a subscription price of 2.0 cents per 
share. The placement, led by Peloton Capital Pty Ltd, was heavily oversubscribed, with many applicants 
scaled back considerably.

The Company also raised $309,000 in early May 2017 via the issue of 20.6 million new fully paid ordinary 
shares, at 1.5 cents per share, to sophisticated and institutional investors. The placement was limited to 
NAE’s approved placement capacity at the time and was heavily oversubscribed.

A Share Purchase Plan was announced in early May 2017 giving NAE shareholders the opportunity to 
apply for up to $15,000 parcels of NAE shares at the same price of 1.5 cents per share. Take up of the 
SPP was very low ($14,000 in total) due to a decline in the NAE share price during the SPP notice period.

A General Meeting of NAE Shareholders was held on 8 June 2017 to refresh the Company’s placement 
capacity which was approved by Shareholders at the meeting.



Mr Alan Broome AM 
(I.Eng, F.AusIMM, FAICD, FICME, CFInstD (NZ))

Mr Gary Fietz 
(BSc (Hons), AusIMM)

Mr Michael John Amundsen 
(FAICD, M.AusIMM)

A metallurgist with over 40 years’ experience in 
the mining industry. In depth experience in coal 
mining, mining technology, equipment, services 
and research sectors. Extensive board experience 
with a number of listed and unlisted mining and 
mining technology companies.

A mining executive with over 30 years’ experience 
in exploration, business development and 
project evaluation.  Extensive international 
experience in iron ore, coal, base metals and gold 
projects. A geologist with 21 years at BHP Billiton 
where he was previously VP Iron Ore Business 
Development.

A corporate advisor with over 30 years’ global 
experience in the resource industry.  Previously 
Managing Director of FerrAus Limited, an ASX-
listed company. 28 years’ experience with BHP 
Billiton, holding numerous positions in business 
development, finance, planning and strategy.    

Board of
Directors
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