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Australian Potash remains undervalued compared
to peers: Hartleys
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Australian Potash Ltd (ASX:APC) recently completed a Definitive Feasibility
Study (DFS) for its 100% owned Lake Wells SOP Project in Western Australia.

1 Year Share Price Graph

The DFS envisions a 30-year operation producing 4.5 million tonnes of
premium high-grade sulphate of potash (SOP) and generating $3.1 billion in
pre-tax free cash flow.
Hartleys has maintained its speculative buy on APC, with a price target of 30
cents per share (up from 25 cents).
Following is an extract from Hartleys' research update on APC:

Share Information

LSOP DFS delivers a strong margin, long-life project
Australian Potash Limited (APC) recently completed the Definitive Feasibility
Study (DFS) on the development of its 100%-owned Lake Wells Sulphate of
Potash Project (LSOP) in WA.
The DFS confirms the strong technical and economic viability of the project,
and highlights potential for a long-life (+30 years), potash operation designed to
produce 150ktpa SOP, and has capital costs of A$208M (includes a
contingency of A$20M). LOM operating costs of US$262/t (~A$391/t) are also
expected to be highly competitive (first quartile) and translate to solid margins
for capital payback in under 5 years on post-tax earnings estimates. An
estimated all-in-sustaining cost (AISC) for the project is ~US$285/t (~A$425/t),
which implies a margin of +US$270/t at current spot SOP prices.
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The capital intensity of the project also appears attractive at ~A$1,387/t SOP,
which is below the peer average, and ~30% less capital intensive than some
more recently constructed brine projects globally.
Next steps FEED, binding offtakes and project financing
APC now plans to complete binding off-takes for its premium-quality SOP and
finalise the debt package for the project financing. The front-end engineering
design (FEED) is commencing imminently, with the LSOP expected to be
developed over ~24 months from the final investment decision (FID). We see
potential for FID in early CY20, assuming offtakes and project financing can be
secured, and now model first production from mid CY22.
High confidence maiden reserve providing 95% of LOM output
The LSOP is expected to be serviced by a borefield network consisting of some
78 bores. APC has an envious position of having a deep palaeochannel (3-4x
deeper than peers) which has made the estimation of reserves, and the
anticipated abstraction of brine easier. The Company recently upgraded its
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Lake Wells SOP resource to 18.1Mt, with 100% of the resource Measured. The
high confidence drainable resource has been converted to a maiden reserve of
3.6Mt of SOP, providing 95% of the LOM output and the balance coming from
further Measured resources.
While the project is located ~280kms from a rail terminal at Leonora, the DFS
has been modelled on the assumption of a 100% road freight to the Geraldton
Port. The local shire of Laverton continues with works to tar-seal the Great
Central Road, providing ~70kms of bitumen for improved transport logistics.
The upgrade of the access road into Lake Wells (~90kms) is also being
considered. The improved logistics, lowering transport costs was one of the
outcomes delivered in the DFS.
Undervalued, favourable economics, funding seen as key risk
APC remains undervalued on peer comparisons, and we would argue still
offers good value, in regards to highly favourable economics, transport
infrastructure, low capital intensity and high-quality SOP product offerings.
We maintain our Speculative Buy on APC, with a price target of 30cps (up
from 25cps). APC's current cash position is estimated to be ~A$3M, which
provides some funds to commence FEED activities and for ongoing offtake
decisions. Project funding is seen as the key near-term risk to development.

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
Contact us

+44 (0)207 989 0813

action@proactiveinvestors.com

No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Australian Potash Ltd named herein, including the promotion by the Company of
Australian Potash Ltd in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty
Five
Thousand
dollars
($25,000).
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