15 April 2020

ALLEGIANCE COMPLETES THE ACQUISITION OF THE LORENCITO COAL LEASES WHICH
NEIGHBOUR THE NEW ELK COAL MINE

________________________________________________________________________________
HIGHLIGHTS
§

Allegiance has entered into coal lease agreements to mine and sell all the coal comprised in the
Lorencito property (Lorencito Property) which neighbours the New Elk hard coking coal mine
(New Elk Mine), located in southeast Colorado, U.S.

§

The Lorencito Property contains the same coal bearing units that exist in the New Elk Mine
including many of the same coal seams, but of particular interest to Allegiance is the Primero
seam with quality parameters that align with high-vol ‘A’ hard coking coal specifications.

§

The Lorencito Property is permitted for coal production but the permit will require an extension
to enable the Primero seam to be mined.

§

The Primero seam outcrops at surface providing low cost access to coal.

§ Allegiance intends to fast-track the Primero seam as the New Elk Mine’s production ramp-up.
________________________________________________________________________________
Allegiance Coal Limited (Allegiance or the Company) refers to its prior announcements of 5 December 2019
and 9 December 2019 relating completion of a non-binding memorandum of understanding to acquire the
Lorencito Property.
Allegiance is now pleased to announce the completion of the acquisition of the Lorencito coal leases
(Lorencito Coal leases), and an additional 87.6Mt of hard coking coal increasing the New Elk Mine coal
resource tonnes from 656Mt to 744Mt (tonnes are metric tonnes).

Image: the thick Primero hard coking coal seam outcropping at surface under a thick cover of sandstone
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Cautionary Statement
Other than the mineral resource estimates in relation to the Green, Blue and Allen seams set out in the
Company’s 28 November 2019 Announcement, investors should note that the mineral resource estimates
for the New Elk Mine and the Lorencito Property in this announcement are foreign estimates under ASX
Listing Rule 5.12 and are not reported in accordance with JORC Code (2012 Edition of the “Australian Code
for Reporting of Exploration Results, Mineral Resources and Ore Reserves”) (JORC Code) and, a competent
person has not done sufficient work to classify the foreign estimates as a mineral resource under the JORC
Code and it is uncertain that following further exploration or evaluation work that this foreign estimate will
be able to be reported as a mineral resource in accordance with the JORC Code.
In accordance with ASX Listing Rule 5.13:
§

Allegiance refers to its announcements of 5 December 2019 and 9 December 2019 regarding the resource
estimates for the Lorencito Property. Allegiance confirms that it is not in possession of any new
information or data relating to those estimates that materially impacts on the reliability of the estimates
or Allegiance's ability to verify the estimates as mineral resources in accordance with the JORC Code. The
supporting information provided in the previous announcements continue to apply and has not
materially changed;

§

Allegiance refers to its announcements of 15 July 2019 and 28 November 2019 regarding the resource
estimates for the New Elk Mine insofar as they relate to the estimates other than the Green, Blue and
Allen seams. Allegiance confirms that it is not in possession of any new information or data relating those
estimates that materially impacts on the reliability of those estimates or Allegiance's ability to verify
those estimates as mineral resources in accordance with the JORC Code. The supporting information
provided in the previous announcements continue to apply and has not materially changed.

Permitted for production
The Lorencito Property, referred to in the map below as the Lorencito Tract, borders the eastern boundary
of the New Elk Mine (shaded orange), and is adjacent to the road and railway bed for easy transfer of mined
coal from the Lorencito Property back to the wash plant located at the New Elk Mine.
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The Lorencito Property, like the New Elk Mine, is permitted for production although Allegiance will have to
obtain an extension to the current Lorencito Property mine permit to develop an underground mine within
the target, premium quality, hard coking coal Primero seam.
New Elk Mine and Lorencito Property coal resources and reserves
Combined, the New Elk Mine and the Lorencito Property comprise 744Mt of coal resources of which 45.1Mt
have been converted from just three of nine coal seams representing just 31% of total coal resources, into
coal reserves.
In its 15 July 2019 announcement, the Company listed the New Elk Mine coal resources previously prepared
in accordance with National Instrument 43-101 ‘Standards of Disclosure for Mineral Projects’ (NI 43-101)
(Report). The Report declared a mineral resource estimate of 656Mt of coal resources at a minimum seam
height of three foot. That mineral resource estimate is shared across 8 coal seams summarised in the table
below.
Coal seams
Green
Loco
Blue
BCU
Red
Maxwell
Apache
Allen
Total

Seam height
3 to 7 foot
3 to 4 foot
3 to 5 foot
3 to 6 foot
3 to 4 foot
3 to 9 foot
3 to 5 foot
3 to 5 foot

Measured Mt
29.94
13.06
47.36
11.61
21.14
65.41
45.63
38.83
271.97

Indicated Mt
24.95
27.22
34.56
33.38
9.34
65.05
51.53
43.45
289.48

Inferred Mt
0.09
24.13
0.82
27.22
0.00
15.79
13.97
12.79
94.80

Total Mt
53.98
64.41
82.74
72.21
30.48
146.24
111.13
95.07
656.26

In its 28 November 2019 announcement, the Company delivered the results of a feasibility study of the New
Elk Mine, including a statement of resources and reserves in accordance with the JORC Code and NI 43-101
in relation to the Green, Blue and Allen seams only, summarised in the two tables that follow.
Resources
Green seam
Blue seam
Allen seam
Total

Seam height
3.0 foot
3.0 foot
3.0 foot
3.0 foot

Reserves
Green seam
Blue seam
Allen seam
Total

Seam height
4.0 foot
4.0 foot
4.0 foot
4.0 foot

Measured Mt
19.1
89.6
68.9
177.6

Indicated Mt
17.7
31.4
25.4
74.4

Inferred Mt
5.6
9.1
0.7
15.6

Total Mt
42.4
130.2
95.1
267.6

Proven Mt
0.8
17.7
16.7
35.2

Probable Mt
4.5
5.5
9.9

Saleable Mt
0.8
22.2
22.1
45.1

As disclosed in the Company’s announcements of 5 and 9 December 2019, the Lorencito Property has been
the subject of several drill programmes totalling 217 holes, geological and scoping studies, the most recent
we are aware of was by Mine Engineers, Inc. from Wyoming, dated November 2008 (Study). The Study
developed a geological model based on existing coal exploration and coal bed natural gas wells covering eight
coal seams, including the Primero seam.
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The calculated in-place coal resources for the Primero seam is 87.6Mt, summarised in the table below by
reference to coal seam thickness. As is evident, the vast majority of the in-place coal exceeds 4 foot thickness.
In place coal seam thickness (feet)
3.0 to 4.0
4.0 to 5.0
5.0 to 6.0
6.0 +
Total

Demonstrated in place coal resources (metric tonnes)
24.5
33.8
23.0
6.3
87.6

In its resource estimation, the Study relied on resource estimates from a report dated 1997 prepared by
Reserve Services of Laramie, Wyoming, US, prepared in conformity with guidelines of the U.S Bureau of Mines
and U.S Geological Survey “Coal Resource Classification System” (USGS Circular No. 891, 1983) (Source
Report).
The Source Report categorised the resources in accordance with USGS Circular No. 891, 1983, as
‘Demonstrated in place coal resources’, and then went on to apply parameters to categorise the ‘in place’
resources as Measured and Indicated. Under USGS Circular No. 891, 1983, Demonstrated in place coal is the
sum of Measured and Indicated resources. The Study relied upon the Source Report to establish the same
categorisation of ‘in place coal’ but did not proceed to break that down into further categories.
Premium quality hard coking coal
The Primero coal seam is a US high volatile hard coking that aligns with the coal specifications for US highvol A hard coking coal, a coal highly sought after by the world steel mills for its fluidity.
The property that sets coking coals apart from other coals is its caking ability. Coke is produced by heating a
blend of coking coals in a coke oven in a reducing atmosphere. As the temperature of the coal increases, it
becomes plastic, fusing together before resolidifying into coke particles. This is known as the caking process.
The quality of the resultant coke is determined by coke plant operating conditions and the qualities of the
coking coals used in the blend. Coal fluidity is one such important quality and US high volatile hard coking
coals typically have exceptional fluidity compared to low and mid volatile hard coking coals.
The table below highlights key differences between Australian, Canadian and US hard coking coals by
reference to CSR and fluidity. Australian low-vol and Canadian mid-vol hard coking coals deliver higher coke
strength while US high-vol coking coals deliver higher fluidity.
Volatile Matter
Australia Hard Coking Coals
Premium low-vol
21
HCC 64 mid-vol
21
Canadian Hard Coking Coals
Mid-vol
25
US Hard Coking Coals
Low-vol
19
High-vol A
32
High-vol B
34
* coke strength after reaction ** dial divisions per minute

CSR*

Fluidity (ddpm)**

71
62

500
100

70

100

58
>50
>45

30,000
25,000

4

US high-vol hard coking coal is a premium priced coal that typically trades at a small discount, and sometimes
at a premium, to premium low-vol benchmark hard coking coal.

Source: Wood Mackenzie October 2019

The table above published by Wood Mackenzie summarises the historical prices for a variety of hard coking
coals over the last decade along with forecast pricing for the next two decades, and highlights the closeness
in recent times and looking forward, between premium low-vol benchmark hard coking coal and US high-vol
A hard coking coal.
As part of the due diligence to acquire the Lorencito Coal Leases, Allegiance commissioned an initial coal
quality assessment of the Primero seam by Kobie Koornhof & Associates (KK).
KK notes that the Primero meets high-vol A parameters in the important areas of volatile matter, sulphur,
rheology and strength indices while the reflectance is below what is expected. However, KK suggests this
may be off-set by the very attractive dilatation.
The table below from KK’s report compares the Primero seam favourably to typical high-vol A specifications.
Selected coking coal quality parameters (adb)
Ash
Proximate
Volatile matter
Sulphur
Free swell index
Rheology
Maximum fluidity
Dilatation
Phosphorus
Ash chemistry
Base acid ratio
RoMax
Strength index
Petrography
Stability factor
Vitrinite
Coke strength CSR
Ash fusion
Temperature

Units
%
%
%
ddpm
%
%
%
%

%
O

F

Typical HV A Specs
6–8
31 – 34
0.75 – 1.05
7–9
30,000
220 – 350
0.004 – 0.009
0.14 – 0.17
0.90 – 1.0
>3.5
>50
60 – 70
>50
2,550 – 2,680

Primero Specs
8–9
30 – 34
0.55 – 0.66
7–9
25,000 – 30,000
270
0.03
0.21
0.92 – 0.99
>3.5
45 – 50
75 – 85
50 – 54
2,470 – 2,580
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Schedule for advancing the Primero seam to production
The table below summarises the work programme to bring the Primero seam into production by Q4 2021.
Q2

2020
Q3

2021
Q4

Q1

Q2

Q3

Q4

Review geological model
Drill programme
Coal quality tests & steel mills samples
Mining permit extension
JORC compliant feasibility study
Site development
Commence production in the Primero seam

Key Terms of the Planned Acquisition
The rights to the coal are owned by several US entities jointly namely; MGP Mineral Enterprises LLLP, a
Colorado limited liability limited partnership; C & N M Ranch, LP, a Texas limited partnership; Hill Ranch, Ltd,
a Texas limited partnership; Richard Bowie Hill, Trustee of the Richard Bowie Hill Inter Vivos Trust; HillToomey Farms, LLC a Texas limited liability company; and Balbianello Land Management, LLC, a Texas limited
liability company (collectively the Lessors).
The lease provides for the following:
§

The Lessors grant to Allegiance by way of lease, the exclusive right to Primero and shallower coal seams
within the Lorencito Property, and facilitate the right to use surface area for coal access for underground
mining, short term storage and conveyance of coal from the mine to the wash-plant at the New Elk Mine,
subject only to the acquisition by Allegiance of the New Elk Mine.

§

In consideration, Allegiance will pay or grant to the Lessors:
§

US$260,000 in cash on the completion of the acquisition of the New Elk Mine;

§

US$500,000 in cash upon completion of a feasibility study to the satisfaction of Allegiance;

§

US$1,000,000 upon securing permits to mine coal in the Lorencito Property;

§

US$2,000,000 upon the production of the first one million tonnes of clean coal;

§

A production royalty as set out in Schedule 1 to this announcement;

2.5% of the equity in the company that will own the New Elk Mine, once the Lorencito Property
is in production, and that equity interest will be non-dilutionary up to the capital cost required
to reach 3Mt of annual saleable coal production.
_______________________________________________________________________________________
§
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For more information, please contact:
Mr Mark Gray
Chairman & Managing Director
Mobile : +61 412 899979
Email : mgray@allegiancecoal.com.au

Mr Jonathan Reynolds
Finance Director
Mobile : +61 408 229 953
Email: jreynolds@allegiancecoal.com.au

About Allegiance Coal
Allegiance Coal is a publicly listed (ASX:AHQ) Australian company based in Vancouver, BC Canada, and is focussed on
developing and mining metallurgical coal projects in North America and Western Canada. The Company is developing
the Tenas metallurgical coal project, located in northwest British Columbia, in partnership with Itochu Corporation. The
Tenas Project has a completed definitive feasibility study and is now in the permitting process targeting H2 2022 for the
commencement of production. On 22 January 2020, the Company announced the acquisition of the New Elk hard coking
coal mine, a fully permitted and constructed mine located in southeast Colorado, US. The Company is targeting to return
the New Elk mine to production in 2020.

_______________________________________________________________________________________
Schedule 1: Lorencito Property Production Royalty
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