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Directors’ Report

The Directors present their report for American Pacific Borate & Lithium Limited (“American Pacific” or “the
Company”) and its subsidiaries (“the Group”) for the half year ended 31 December 2017.
DIRECTORS

The persons who were directors of American Pacific Borate & Lithium during the half year and up to the
date of this report are:

Harold (Roy) Shipes (Non-Executive Chairman)
Michael Schlumpberger (Managing Director)
Anthony Hall (Executive Director)

John McKinney (Non-Executive Director)

= Stephen Hunt (Non-Executive Director)

Directors have been in office since the start of the financial period to the date of this report unless
otherwise stated.

REVIEW OF OPERATIONS

American Pacific Borate and Lithium Limited was incorporated in Australia on 28 October 2016 and
commenced trading on the Australian Securities Exchange on 28 July 2017, after successfully raising $15
million at $0.20 per share for its initial public offering (IPO).

The Company is focused on advancing its 100% owned Fort Cady Boron and Lithium Project located in
Southern California, USA. Fort Cady is a highly rare and large colemanite deposit with substantial lithium
potential and is one of the largest known contained borate occurrence not owned by the two major borate
producers Rio Tinto and Eti Maden.

American Pacific commenced a drilling program in the September quarter, which intersected multiple
zones of elevated boron and lithium.

Highlights from the 14-hole drill program included:

- 33.4m @ 5.7% B,03 (10.1% H3BO:3) & 342ppm Li from 498.1m in drill hole 17FTCBL012
o incl. 16.9m @ 7.3% B>03 (12.9% H3BO3) & 376ppm Li from 511.2m

- 30.5m @ 5.5% B,03 (9.8% H3BO3) & 332ppm Li from 407.4m in drill hole 17FTCBL002
o incl. 9.1m @ 12.0% B,03 (21.3% H3BO3) & 346ppm Li from 407.4m

- 24.0m @ 5.3% B203 (9.3% HsBO:s) & 429ppm Li from 414.6m in drill hole 17FTCBL005

- incl. 9.5m @ 8.2% B,03 (14.6% H3BO:3) & 381ppm Li from 429.1m

Metallurgical testwork commenced in the December quarter to determine the optimum method to extract
lithium and boric acid from the colemanite horizon at Fort Cady.

As part of progressing a Boric Acid Operation Scoping Study for the Fort Cady Project, American Pacific
engaged engineering and environmental consulting company Barr Engineering Co. ("Barr") and mineral
processing expert Mr Mike Rockandel to manage its mineral processing program.

A maiden JORC-compliant Mineral Resource Estimate was completed for the Fort Cady project in the
December quarter. The Project has a:

- Total Resource of 93.0 million metric tonnes (“Mt") at 6.3% B»0s (11.3% Boric Acid equivalent
(H3BO3)) and 374 ppm Lithium (5% B,0s3 cut-off) for 5.9 Mt contained B,0s (10.5 Mt H3BO3)

- Total Indicated Resource of 50.95 Mt at 6.42% B,Osz (11.42% H3BOs) and 398 ppm Lithium (5% B,0s
cut-off grade) for 3.27 Mt contained B,0s (5.82 Mt H3BO3)
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Directors’ Report

- Total Inferred Resource of 42.08 Mt at 6.26% B,0s (11.14% H3BOs) and 346 ppm Lithium (5% B,0s
cut-off) for 2.64 Mt contained B;03(4.69 Mt H3BOs).

In addition, 86% of the total MRE is contained within Operating Permit region awarded to the Company’s
subsidiary, Fort Cady California Corp. (“FCCC"), which solely entitles FCCC to commercial-scale mining of
the deposit.

With the maiden Mineral Resource Estimate complete, the Company announced an initial boric acid
Scoping Study for Fort Cady. It considered a 25-year Mine Life based on 68% Indicated and 32% Inferred
Mineral Resource Estimates to produce boric acid with an autonomous Mannheim Sulphate of Potash
(SOP) production facility.

A new tax regime passed in the US improved the project’s financial metrics, increasing its key metrics to
deliver a post-tax, unlevered NPV;o of US$746.9m and an IRR of 41.1% for the targeted Base Case (Phase
2: 246ktpa boric acid and 54ktpa SOP).

Other key economic outcomes included:

Life of Mine (LOM) 25 years
Phase 1 Boric Acid plant capacity 82ktpa
Phase 1 Sulphate of Potash capacity 18ktpa
Phase 2 Boric Acid plant capacity - Base Case 246ktpa
Phase 2 Sulphate of Potash plant capacity - Base Case 54ktpa
Pre-Production Capital Coast Estimate (Phase 1) US$98.0m
Expansion Capital Cost Estimate (Phase 2) US$132.0m

Operating both boric acid and SOP facilities enables the Company to expand its sales markets, as boron is
used as a micronutrient, and optimise boric acid operations by saving on input hydrochloric acid (HCl)
requirements. Importantly, development work is currently in train targeting lithium production from the
process stream produced after boric acid production. The Company expects to complete secondary
studies in the first half of CY18 focusing on lithium by-product production.

Key mining permits for Phase 1, including the Environmental Impact Statement (“EIS”) / Environmental
Impact Report (“EIR") for commercial-scale operations were previously obtained, and these key permits
are still active and in good standing.

The Company is progressing discussions with financing partners as part of its progression of its Definitive
Feasibility Study and product development and partners’ business stream.

In addition, it is completing lithium brine drilling to enable further analysis of the lithium potential of the
project, and planning to implement a pilot-scale leaching test work program.

An updated Mineral Resource Estimate for Fort Cady announced subsequent to the period, on 1 February
2018, increased both the tonnes and grade with:

- Atotal Resource of 120.4 million tonnes (“Mt") at 6.5% B>0s (11.6% Boric Acid equivalent (HzBO3))
and 340ppm Lithium (5% B»0Os3 cut-off) for 7.8 Mt contained B,03 (13.9 Mt H3BOs)

- An Indicated Resource of 58.59 Mt at 6.59% B,0s (11.71% H3BO3) and 367 ppm Lithium (5% B,0s
cut-off grade) for 3.86 Mt contained B,0s3 (6.86 Mt H3BO3)

- An Inferred Resource of 61.85 Mt at 6.43% B,03 (11.42% H3BO3) and 315 ppm Lithium (5% B,0s
cut-off) for 3.98 Mt contained B,0s (7.07 Mt H3BO3).
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The MRE increased tonnes by 27.4 Mt from 93.0 Mt to 120.4 Mt and grade by 0.2% B,0s from 6.3% to 6.5%,
representing a 30% increase in tonnes and a 3% increase in B,Os grade. Contained boric acid increased to
13.9 Mt.

American Pacific continued lithium exploration and extraction, targeting the identification of additional
lithium resources outside of the defined borate resource. Mineralisation at Fort Cady remains open to the
southeast.

Corporate

American Pacific completed an oversubscribed Initial Public Offer (IPO) raising $15 million at $0.20/share
ahead of its listing on the Australian Securities Exchange.

Mr Jerry Aiken, a borate and lithium industry veteran with over 45 years' experience, including 30 years
with Rio Tinto Borates Exploration Group, was appointed as a Strategic Advisor on 6 October 2017.

SIGNIFICANT EVENTS AFTER THE REPORTING DATE

On 1 February 2018, American Pacific completed an upgrade of the Fort Cady Mineral Resource Estimate,
giving the project a total Resource of 120.4 million tonnes at 6.5% B>0Os (11.6% Boric Acid equivalent
[H3BO3]) and 340 ppm Lithium (5% B,Os cut-off) for 7.8 Mt contained B,0s3 (13.9 Mt H3BO3).

There have been no other significant events subsequent to the end of the financial period to the date of
this report.

AUDITOR’S INDEPENDENCE DECLARATION

Section 307C of the Corporations Act 2001 requires our auditors, to provide the Directors of the Company
with an Independence Declaration in relation to the review of the half-year financial report. This
Independence Declaration is set out on page 5 and forms part of this Directors’ report for the half-year
ended 31 December 2017.

This report is signed in accordance with a resolution of the Board of Directors made pursuant to section
306(3) of the Corporations Act 2001.

&) o i
Michael Schlumpberger
Managing Director
California, USA

15 February 2018
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RSM

RSM Australia Partners

Level 32, Exchange Tower
2 The Esplanade Perth WA 6000
GPO Box R1253 Perth WA 6844

T+61(0) 892619100
F+61(0) 892619111

Www.rsm.com.au
AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the review of the financial report of American Pacific Borate & Lithium Ltd for the half year
ended 31 December 2017, | declare that, to the best of my knowledge and belief, there have been no
contraventions of:

0) the auditor independence requirements of the Corporations Act 2001 in relation to the review; and

(i)  any applicable code of professional conduct in relation to the review.

QsSM

RSM AUSTRALIA PARTNERS

Rl)wge-

Perth, WA ALASDA HYTE
Dated: 15 February 2018 Partner

THE POWER OF BEING UNDERSTOOD
AUDIT| TAX | CONSULTING

RSM Australia Partners is a member of the RSM network and trades as RSM. RSM is the trading name used by the members of the RSM network. Each member of the RSM network is an independent
accounting and consulting firm which practices inits own right. The RSM network is not itself a separate legal entity in any jurisdiction.

RSM Australia Partners ABN 36 965185 036
Liability limited by a scheme approved under Professional Standards Legislation



American Pacific Borate & Lithium Ltd

Consolidated Statement of Profit or Loss and Other Comprehensive Income
for the half-year ended 31 December 2017

28 October 2016
31 December to 31 December

Note 2017 2016

$

Continuing Operations

Interest received 6,077 196
Other income 1,049 -
Professional and consulting fees (489,014) -
Director and employee costs (65,867) (26,000)
Other expenses (269,069) (1,181)
(Loss)/gain on foreign exchange 142,737 -
Share based payments expense 9 (572,735) (27,744)
Travel and accommodation (269,027) (17,081)
Loss before income tax (1,515,849) (71,810)

Income tax expense - -

Net loss for the period (1,515,849) (71,810)

Other comprehensive income
Items that may be reclassified to profit and loss

Exchange differences on translation of foreign operations (58,273) -
Other comprehensive income for the period net of tax (58,273) -
Total comprehensive loss for the period (1,574,122) (71,810)
Loss per share

Basic loss per share (cents) (1.00) (1.03)
Diluted loss per share (cents) (1.00) (1.03)

The above Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with
the accompanying notes.
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American Pacific Borate & Lithium Ltd

Consolidated Statement of Financial Position
as at 31 December 2017

31 December

Current Assets

Cash and cash equivalents
Other assets

Trade and other receivables
Total Current Assets

Non-Current Assets

Property, plant and equipment

Deferred exploration and evaluation expenditure
Total Non-Current Assets

Total Assets

Current Liabilities
Trade and other payables
Total Current Liabilities
Total Liabilities

Net Assets

Equity

Issued capital
Reserves
Accumulated losses
Total Equity

2017

$
7,559,900 4,883,114
21,681 46,070
23,095 20,171
7,604,676 4,949,355
636,038 646,672
16,874,256 10,386,377
17,510,294 11,033,049
25,114,970 15,982,404
1,263,170 5,356,297
1,263,170 5,356,297
1,263,170 5,356,297
23,851,800 10,626,107
25,417,955 11,120,475
798,205 354,143
(2,364,360) (848,511)
23,851,800 10,626,107

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.
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American Pacific Borate & Lithium Ltd

Consolidated Statement of Changes in Equity
for the period ended 31 December 2017

Issued

capital
$

Accumulated

losses
$

Foreign
exchange
translation
reserve

Share
option
reserve
$

Balance at 28 October 2016

Total comprehensive loss for the period
Loss for the period

Foreign currency translation

Total comprehensive loss for the period

Transactions with owners in their capacity as owners

Shares issued during the period
Cost of issue

Share based payment

Balance at 31 December 2016

Balance at 1 July 2017

Total comprehensive loss for the period
Loss for the period

Foreign currency translation

Total comprehensive loss for the period

Transactions with owners in their capacity as owners

Shares issued during the period
Cost of issue

Share based payment

Balance at 31 December 2017

- (71,810) - - (71,810)

- (71,810) - - (71,810)

1,200,002 - - - 1,200,002
(2,477) - - - (2,477)

- - - 27,744 27,744
1,197,525 (71,810) - 27,744 1,153,459
11,120,475 (848,511) (13,284) 367,427 10,626,107
- (1,515,849) - - (1,515,849)

- - (58,273) - (58,273)

- (1,515,849) (58,273) - (1,574,122)
15,000,000 - - - 15,000,000
(772,920) - - - (772,920)
70,400 - - 502,335 572,735
25,417,955  (2,364,360) (71,557) 869,762 23,851,800

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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American Pacific Borate & Lithium Ltd

Consolidated Statement of Cash Flows
for the period ended 31 December 2017

31 December 28 October 2016
2017 to 31 December

$ 2016

Cash flows from operating activities

$

Payments to suppliers and employees (1,025,774) (9,167)
Interest received 6,077 196
Other receipts 1,049 -
Net cash used in operating activities (1,018,648) (8,971)
Cash flows from investing activities

Payments for exploration expenditure (5,599,450) (398,708)
Net cash used in investing activities (5,599,450) (398,708)
Cash flows from financing activities

Proceeds from issue of shares 10,142,526 1,200,002
Payments for share issue costs (990,380) -
Net cash provided by financing activities 9,152,146 1,200,002
Net increase in cash and cash equivalents 2,534,048 792,320
Cash and cash equivalents at the beginning of the period 4,883,114 -
Effect of exchange rate fluctuations on cash 142,738 -
Cash and cash equivalents at the end of the period 7,559,900 792,320

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.
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American Pacific Borate & Lithium Ltd
Notes to the Consolidated Financial Statements

for the period ended 31 December 2017

1. Corporate Information
The financial report of American Pacific Borate & Lithium Limited (“American Pacific” or “the Company”) for
the half-year ended 31 December 2017 was authorised for issue in accordance with a resolution of the
Directors on 15 February 2018. American Pacific is a company limited by shares incorporated in Australia
whose shares commenced public trading on the Australian Securities Exchange on 28 July 2017. The nature
of the operations and the principal activities of the Company are described in the Directors’ Report.

2. Summary of Significant Accounting Policies

(a) Basis of Preparation
These general purpose financial statements for the half-year reporting period ended 31 December 2017 have
been prepared in accordance with applicable accounting standards including AASB 134 "Interim Financial
Reporting” and the Corporations Act 2001. Compliance with AASB 134 ensures compliance with IAS 34 “Interim
Financial Reporting”.

These half-year financial statements do not include all the notes of the type normally included in annual
financial statements and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the Group as the full financial
statements. Accordingly, these half-year financial statements are to be read in conjunction with the annual
financial statements for the year ended 30 June 2017 and any public announcements made by American
Pacific Borate & Lithium Limited during the half-year reporting period in accordance with the continuous
disclosure requirements of the Corporations Act 2001.

The half-year report has been prepared on an accruals basis and is based on historical costs. For the purpose
of preparing the half-year financial report the half-year has been treated as a discrete reporting period.

(b) Compliance Statement
The financial report complies with Australian Accounting Standards, which include Australian equivalents to
International Financial Reporting Standards (AIFRS). Compliance with AIFRS ensures that the financial report,
comprising the financial statements and notes thereto, complies with International Financial Reporting
Standards (IFRS).

31 December 30 June

2017 2017
$ $

Property, plant and equipment

Land at cost 636,038 646,672
Movements in property, plant and equipment:

Opening balance 646,672 -
Additions - acquisition of Land held by Fort Cady (California) Corporation - 659,957
Net exchange differences on translation (10,634) (13,285)
Closing balance 636,038 646,672

The land was acquired on acquisition from Fort Cady (California) Corporation on 2 May 2017. The land was
valued at US$497,000 as at 31 December 2016 and this valuation is the deemed cost on acquisition. The fair
value of the land was determined based on current prices in an active market for similar properties of the same
location and condition.
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6.

American Pacific Borate & Lithium Ltd
Notes to the Consolidated Financial Statements

for the period ended 31 December 2017

31 December

2017
$

Deferred Exploration & Evaluation Expenditure

Exploration and Evaluation phase - at cost

Opening balance 10,386,377 -
Acquisition of exploration tenements - 8,940,043’
Exploration and evaluation expenditure incurred during the period 6,487,879 1,446,334
Closing balance 16,874,256 10,386,377

' At 30 June 2017 the deferred exploration and evaluation balance included an amount of $8,940,043 being
the identifiable exploration assets acquired upon the acquisition of Fort Cady (California) Corporation’'s USA
projects.

Trade and Other Payables

Trade payables 1,211,678 462,533

Other payables 25,992 4,857,474

Accruals 25,500 36,290
1,263,170 5,356,297

'The Company lodged an IPO Prospectus with ASIC in May 2017. The offer opened in June 2017 and the
Company received funds totalling $4,857,474 for shares to be issued to IPO applicants. The offer closed on
3 July 2017 and shares were allotted on 25 July 2017.

Trade creditors and other creditors are non-interest bearing and generally payable on 30-day terms. Due to
the short-term nature of these payables, their carrying value is assumed to approximate their fair value.

Issued Capital
(a) Issued and paid up capital

Issued and fully paid 25,417,955 11,120,475

31 December 2017 30 June 2017

Number of Number of
shares shares

(b) Movements in ordinary shares on issue

Opening Balance 94,600,002 11,120,475 - -
Shares issued and fully paid 75,000,000 15,000,000 14,600,002 1,832,002
Shares issued as consideration for

acquisition’ - - 80,000,000 9,600,000
Shares issued to a consultant? 220,000 70,400

Transaction costs on share issue - (772,920) - (311,527)

169,820,002 25,417,955 94,600,002 11,120,475

180,000,000 fully paid ordinary shares were issued to the vendors of the Fort Cady (California) Corporation for
the acquisition of the Company’'s USA projects at a deemed issue price of $0.12 per share.

20n 9 October 2017, 220,000 shares were issued under the terms of a consulting agreement in consideration
for promotional services provided to the Company.
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American Pacific Borate & Lithium Ltd
Notes to the Consolidated Financial Statements

for the period ended 31 December 2017

31 December

2017
$

7. Reserves

Foreign exchange translation reserve (71,557) (13,284)
Share option reserve 869,762 367,427
798,205 354,143

Movements in Reserves:
Foreign exchange translation reserve

Opening balance (13,284) -
Foreign exchange translation difference (58,273) (13,284)
Closing balance (71,557) (13,284)

The foreign exchange differences arising on translation of foreign controlled entities are taken to the foreign
currency translation reserve.

Share option reserve

Opening balance 367,427 -
Share based payments expense 502,335 367,427
Closing balance 869,762 367,427

The share option reserve is used to record the value of equity benefits provided to Directors and executives as
part of their remuneration and non-employees for their goods and services. Refer to note 9 for further details
of the securities issued during the financial period ended 31 December 2017.

8. Accumulated Losses
Movements in accumulated losses were as follows:

Opening balance (848,511) -
Loss for the period (1,515,849) (848,511)
Closing balance (2,364,360) (848,511)

9. Share Based Payments
(a) Recognised share based payment transactions
Share based payment transactions recognised either as operational expenses in the statement of profit or
loss and other comprehensive income or as capital raising costs in the equity during the period were as
follows:

31 December 28 October 2016

2017 to 31 December

$ 2016
Employee and Director share based payments 447,153 27,744
Share based payments to suppliers 55,182 -
502,335 27,744
Shares issued to a consultant’ 70,400 -
572,735 27,744

10On 9 October 2017, 220,000 shares were issued under the terms of a consulting agreement in consideration
for promotional services provided to the Company.
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American Pacific Borate & Lithium Ltd
Notes to the Consolidated Financial Statements

for the period ended 31 December 2017

(b)Employee and Director share based payments
The Company has established an employee share option plan (ESOP). The objective of the ESOP is to assist in
the recruitment, reward, retention and motivation of employees and contractors of American Pacific Borate
& Lithium Limited. An individual may receive the options or nominate a relative or associate to receive the
options. The plan is open to executive officers, employees and eligible contractors of American Pacific Borate
& Lithium Limited.

The fair value at grant date of options granted during the reporting period was determined using the Black
Scholes option pricing model that takes into account the exercise price, the term of the option, the share price
at grant date, the expected price volatility of the underlying share and the risk-free interest rate for the term
of the option. The table below summarises options granted during the half-year ended 31 December 2017:

Exercise Balance Exercisable
price atstartof Granted Exercised Expired Balance at at

per the during the duringthe duringthe end ofthe end of the

Grant Date Expiry date option period period period period period period

Number Number Number Number Number Number

09/10/2017 31/08/2020 $0.30 - 500,000 - - 500,000 -
09/10/2017 31/05/2022 $0.30 - 500,000 - - 500,000 500,000
1,000,000 - - 1,000,000 500,000

The expense recognised in respect of the above options granted during the half-year was $143,223. The
expense recognised during the half-year on options granted in prior periods was $303,930.

The model inputs, not included in the table above, for options granted during the half-year ended 31
December 2017 included:

a) options were granted for no consideration;

b) expected lives of the options range from 2.9 to 4.6 years;
¢) share price at grant date was $0.32;

d) expected volatility of 101%;

e) expected dividend yield of nil; and

f) arisk-free interest rate of 1.90%

The table below summarises options granted during the financial period ended 30 June 2017:

Exercisable
Exercise Balance at Exercised Expired at

price per start of the Granted during duringthe duringthe Balance atend end of the

Grant Date  Expiry date option period the period period period of the period period

Number Number Number Number Number Number

01/12/2016 30/11/2021  $0.20 - 2,000,000 - - 2,000,000 2,000,000
21/04/2017 30/11/2021  $0.20 - 1,000,000 - - 1,000,000 1,000,000
02/05/2017 30/11/2021  $0.20 - 2,000,000 - - 2,000,000 -
26/05/2017 31/05/2022  $0.30 - 1,500,000 - - 1,500,000 -
01/06/2017 31/05/2022  $0.30 - 4,000,000 - - 4,000,000 -
10,500,000 - - 10,500,000 3,000,000

American Pacific Borate & Lithium Ltd 13 31 December 2017



American Pacific Borate & Lithium Ltd
Notes to the Consolidated Financial Statements

for the period ended 31 December 2017

The model inputs, not included in the table above, for options granted included:

a) options were granted for no consideration;

b) expected lives of the options range from 4.6 to 5.0 years;
¢) share price at grant date ranged from $0.12 to $0.16;

d) expected volatility of 100%;

e) expected dividend yield of nil; and

f)  arisk-free interest rate of 1.90%

(c) Share based payment to suppliers

10.

No options were issued to suppliers during the half-year ended 31 December 2017. The expense recognised
during the half-year on options granted in prior periods was $55,182

The table below summarises options granted during the financial period ended 30 June 2017 to consultants
for services rendered. These options were valued using the Black-Scholes option pricing model.

Exercise Balance Expired
price atstartof Granted Exercised | during Balance at Exercisable at
per the during the during the the end of the end of the

Grant Date Expiry date option period period period period period period

Number Number Number |[Number Number Number

01/12/2016 30/11/2021 $0.20 - 500,000 - - 500,000 -
21/04/2017 30/11/2021 $0.20 - 1,500,000 - - 1,500,000 1,500,000
21/04/2017 30/11/2021 $0.30 - 1,000,000 - - 1,000,000 -
26/05/2017 31/05/2022 $0.30 - 500,000 - - 500,000 -

3,500,000 - - 3,500,000 1,500,000

The model inputs, not included in the table above, for options granted included:

a) options were granted for no consideration;

b) expected lives of the options range from 4.6 to 5.0 years;
¢) share price at grant date ranged from $0.12 to $0.16;

d) expected volatility of 100%;

e) expected dividend yield of nil; and

f)  arisk-free interest rate of 1.90%

Segment Information

The Group has identified its operating segments based on the internal reports that are reported to the
Managing Director (the chief operating decision maker) in assessing performance and in determining the
allocation of resources. The Board as a whole will regularly review the identified segments in order to allocate
resources to the segment and to assess its performance.

The Group operates predominately in one industry, being the exploration for Borate and Lithium. The main
geographic areas that the entity operates in are Australia and the United States of America (“USA"). The parent

entity is registered in Australia. The Group's exploration assets are located in the US.

The following table present revenue, expenditure and certain asset and liability information regarding
geographical segments for the half-year ended 31 December 2017 and year ended 30 June 2017:
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American Pacific Borate & Lithium Ltd
Notes to the Consolidated Financial Statements

for the period ended 31 December 2017

Australia us Total
$ $

31 December 2017
Revenue
Interest income 5,929 148 6,077
Other income - 1,049 1,049
Segment revenue 5,929 1,197 7,126
Result
Loss before tax (1,474,309) (41,540) (1,515,849)
Income tax expense - - -
Loss for the period (1,474,309) (41,540) (1,515,849)
Asset and liabilities
Segment assets 6,733,547 18,381,423 25,114,970
Segment liabilities (74,088) (1,189,082) (1,263,170)
30 June 2017
Revenue
Interest income 1,521 - 1,521
Segment revenue 1,521 - 1,521
Result
Loss before tax (848,511) - (848,511)
Income tax expense - - -
Loss for the period (848,511) - (848,511)
Asset and liabilities
Segment assets 4,949,224 11,033,180 15,982,404
Segment liabilities (5,356,167) (130) (5,356,297)

31 December

2017
$

11. Commitments
The Group has a mineral lease agreement for the purposes of obtaining exclusive rights to exploration at the
Fort Cady Project. The mineral lease agreement requires the Group to make a minimum royalty payment of
US$75,000 per annum until expiry on 1 October 2021. The minimum lease commitments as at 31 December
2017 are as follows:

Within one year 96,070 99,088
Later than one year but not later than five years 264,193 322,037
360,263 421,125

12. Significant Events after the Reporting Date
On 1 February 2018, American Pacific completed an upgrade of the Fort Cady Mineral Resource Estimate,
giving the project a total Resource of 120.4 million tonnes at 6.5% B,03 (11.6% Boric Acid equivalent [H3BOz])
and 340 ppm Lithium (5% B,03 cut-off) for 7.8 Mt contained B,0s (13.9 Mt H3BO3).

There have been no other significant events subsequent to the end of the financial period to the date of this
report.

American Pacific Borate & Lithium Ltd 15 31 December 2017



American Pacific Borate & Lithium Ltd
Notes to the Consolidated Financial Statements

for the period ended 31 December 2017

. Contingent Assets and Liabilities
There has been no change in contingent assets and liabilities since the last annual reporting date.

. Dividends
No dividends have been paid or provided for during the half-year.

. Subsidiaries
The consolidated financial statements include the financial statements of American Pacific Borate & Lithium

Limited and the subsidiaries listed in the following table:

; Country of Equity Holding
Name of Entity Incorporation
Fort Cady Holdings Pty Ltd Australia 100%
Fort Cady (California) Corporation USA 100%

American Pacific Borate & Lithium Ltd 16 31 December 2017



Directors’ Declaration

In the opinion of the Directors of American Pacific Borate & Lithium Limited (‘the Company'):

1. The attached financial statements and notes thereto are in accordance with the Corporations Act 2001
including:

a. complying with Australian Accounting Standard AASB 134 ‘Interim Financial Reporting, the
Corporations Regulations 2001 and other mandatory professional reporting requirements;
and

b. giving a true and fair view of the Group's financial position as at 31 December 2017 and of its

performance for the half-year then ended; and

2. There are reasonable grounds to believe that the Company will be able to pay its debts as and when
they become due and payable.

This declaration is signed in accordance with a resolution of the Board of Directors made pursuant to s.303(5)
of the Corporations Act 2001.

&) g ol A
Michael Schlumpberger
Managing Director

California, USA
15 February 2018

American Pacific Borate & Lithium Ltd 17 31 December 2017
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INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF
AMERICAN PACIFIC BORATE & LITHIUM LTD

We have reviewed the accompanying half-year financial report of American Pacific Borate & Lithium Ltd, which
comprises the statement of financial position as at 31 December 2017, the statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash flows for the half-year ended on
that date, notes comprising a summary of significant accounting policies and other explanatory information, and
the directors’ declaration of the consolidated entity comprising the company and the entities it controlled at the
half-year end or from time to time during the half-year.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the company are responsible for the preparation of the half-year financial report that gives a true
and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for such
internal control as the directors determine is necessary to enable the preparation of the half-year financial report
that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We conducted
our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of a Financial
Report Performed by the Independent Auditor of the Entity, in order to state whether, on the basis of the
procedures described, we have become aware of any matter that makes us believe that the half-year financial
report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of the consolidated
entity’s financial position as at 31 December 2017 and its performance for the half-year ended on that date; and
complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001. As the auditor of American Pacific Borate & Lithium Ltd, ASRE 2410 requires that we comply with the ethical
requirements relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Australian Auditing Standards and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.

THE POWER OF BEING UNDERSTOOD
AUDIT| TAX | CONSULTING

RSM Australia Partners is a member of the RSM network and trades as RSM. RSM is the trading name used by the members of the RSM network. Each member of the RSM network is an independent
accounting and consulting firm which practices inits own right. The RSM network is not itself a separate legal entity in any jurisdiction.

RSM Australia Partners ABN 36 965185 036

Liability limited by a scheme approved under Professional Standards Legislation
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Independence

In conducting our review, we have complied with the independence requirements of the Corporations Act 2001.
We confirm that the independence declaration required by the Corporations act 2001, which has been given to
the directors of American Pacific Borate & Lithium Ltd, would be in the same terms if given to the directors as at
the time of this auditor’s report.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that
the half-year financial report of American Pacific Borate & Lithium Ltd is not in accordance with the Corporations
Act 2001 including:

(&) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2017 and of its
performance for the half-year ended on that date; and

(b)  complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations Regulations
2001.

QsM

RSM AUSTRALIA PARTNERS

Rl

Perth, WA ALASDA HYTE
Dated: 15 February 2018 Partner



Schedule of Tenements

American Pacific's USA Projects

Project Tenement Name Country Status GrantDate Expiry Ownership Rights
Date Surface Mineral @ Lessee
::z:: 8252321 :8; USA | Granted | 8/05/2010 | N/A 82; FCCC FCcc N/A
State of
Parcel 0529-251-04 USA Granted | 8/05/2010 N/A 1.09 FCCC . . N/A
California
Company 1 Group Various 0.65
Litigation 1 Group 12/09/1991 0.65
Litigation 4 Group Various 0.65
Fort Litigation 5 Group Various 0.65
Cady | |jtigation 2 29/07/1937 0.65
Borate Litigation 3 USA Granted | 5g9/07/1937 | N/A 0.65 | Elementis | Elementis | FCCC
and | ieation 6 29/07/1937 0.65
Lithium || ;10 2tion 11 29/07/1937 0.65
Project | - ovser View 1 18/11/1934 0.28
Company 4 15/12/1931 0.65

HEC #124 - #127, HEC #129, HEC
#131, HEC #343, HEC #344, HEC
#365, HEC #369, HEC #371, HEC
#372, HEC #374 - #376

HEC #19; HEC #21; HEC# 23; HEC#25;
HEC #34 - #41; HEC #43 - #67; HEC
#70 - #82; HEC #85 - #93; HEC #182;
HEC #184; HEC #288; HEC #290; HEC
#292; HEC #294; HEC #296 - #297;
HEC #299 - #350

USA Granted Various N/A 1.21 | Elementis | Elementis FCCC

USA Granted Various N/A 9.63 FCCC FCCC N/A

FCCC - Fort Cady (California) Corporation
Elementis - Elementis Specialties, Inc.

USA Project Locations
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Figure 1: Location of the Fort Cady Borate and Lithium Project, California USA
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Important Information and Disclaimers

Disclaimer and Notes

For full details of exploration results refer to ASX announcements on 3 October, 5 October, 12 October, 26
October, 8 November, 17 November, 28 November, 1 December, 5 December, 12 December, 27 December
2017, 15 January 2018, 24 January 2018 and 1 February 2018. American Pacific is not aware of any new
information or data that materially affects this information. Other than as specified in the Interim Financial
Report and the mentioned announcements, the Company confirms that it is not aware of any new information
or data that materially affects the information included in the original market announcements and, in the case
of estimates of Mineral Resources, Exploration Target or Ore Reserves that all material assumptions and
technical parameters underpinning the estimates in the relevant market announcement continue to apply and
have not materially changed. 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 announcements.

Competent Person

The information in this release that relates to Exploration Results and mineral resource estimates is based on
information prepared by Mr Louis Fourie, P.Geo of Terra Modelling Services. Mr Fourie is a licensed
Professional Geoscientist registered with APEGS (Association of Professional Engineers and Geoscientists of
Saskatchewan) in the Province of Saskatchewan, Canada and a Professional Natural Scientist (Geological
Science) with SACNASP (South African Council for Natural Scientific Professions). APEGS and SACNASP are a
Joint Ore Reserves Committee (JORC) Code ‘Recognized Professional Organization’ (RPO). An RPO is an
accredited organization to which the Competent Person (CP) under JORC Code Reporting Standards must
belong in order to report Exploration Results, Mineral Resources, or Ore Reserves through the ASX. Mr Fourie
has sufficient experience which is relevant to the style of mineralisation and type of deposit under
consideration and to the activity which they are undertaking to qualify as a CP as defined in the 2012 Edition of
the JORC Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves. Mr
Fourie consents to the inclusion in the report of the matters based on their information in the form and context
in which it appears.
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