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Havilah Resources (ASX:HAV)

Kalkaroo Project PFS: NPVio A$258m

On 18 June 2019, HAV released the PFS project economics for its Kalkaroo Cu-Au
Project in NE South Australia. Employing a copper price of A$3.85/Ib (US$2.89/lb @
US$0.75) and a gold price of A$1,600/0z (US$1,200/0z @ US$0.75), the NPV of the
15-year LOM Project is estimated by independent mining consultants RPMGIlobal Asia
Limited, at A$258m (post-tax, 10% discount rate). Note: while the PFS assumed Cu
price of A$3.85/lb pretty much matches the current spot price, the current spot price
of gold at A$2,017/0z is some 26% above the PFS’s assumed gold price. Thus, the
PFS NPV estimate has, we suggest, significant upside potential.

Gold price {source: IRESS)

Copper price (Source: IRESS)
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In early May 2019, HAV entered into a Share Subscription Agreement (SSA) with SIMEC
Mining (part of the Gupta Family Group (GFG)) consisting of A$50m in committed
equity investments over three years and a further A$50m in conditional or discretionary
funding. The funds are specifically to be allocated to developing the group’s iron ore
projects (Maldorky/Grants/GIOB) and the copper prospects in the Mutooroo Cu-Co
District to DFS status. After a proposed A$5m rights issue to existing HAV shareholders,
we calculate that the committed funds portion of the SSA will give GFG a 51% equity
interest in HAV. Thus, the SSA, if approved at an upcoming EGM (most likely to
be held by end-July 2019), effectively gives GFG, for free, 51% of the Kalkaroo
Project -which has a PFS post-tax NPV, estimate of A$258m. Nevertheless, in the
absence of a superior proposal, we believe that the SSA still represents a reasonable
outcome for HAV shareholders.

» With pre-production capex estimated at A$332m, and a post-production
sulphide plant requiring an additional A$246m, we believe that the Kalkaroo
Project, at this juncture, is unlikely to progress beyond its current PFS stage.

» We suspect that existing HAV shareholders are effectively “tapped out”, and
that without the funding provided by the SSA, advancing HAV's other projects
(iron ore, Mutooroo) will become increasingly problematic.

» Although forming part of the conditional additional Project funding, we note
with interest that GFG can purchase a direct equity interest in HAV's iron ore
assets at A$1.2m for each 1% ownership interest; this values HAV’s current
iron ore Resource at A$120m or A$1.03/t of contained Fe metal. In
comparison, we value the Fe assets at (only) US$0.15/t of contained metal.
The implication, we suggest, is that HAV/GFG believe the iron ore Resource
base has the potential to significantly expand (we estimate by 5x or more).

The SSA implied value of HAV (A$98m) divided by the indicative number of post SSA-
shares (539m) is A$0.18ps; in addition, the share price - at least in the near-term -
is most likely capped at A$0.21, the SSA reference share price of A$0.154 escalated
by 35% (as per the committed funding terms). We adopt this as our target price.

With some 55% upside potential from current share price levels, we maintain a
Speculative Buy (higher Risk) recommendation.

21 June 2019
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Havilah Resources Limited

ASX Code HAV

52 week range (A$cps) A$0.13-A%$0.26
Market Cap (ASm) 29

Fully diluted no. of shares (m) 229

Av Daily Turnover (shares) 146k

ASX All Ordinaries 6,753

FY19E BV per share (A$) 0.20

FY19E EPS (A$) 0.01

FY19E Net (Debt)/Cash (A$m) 2.2
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Havilah Resources Limited
Year ending July

Profit & Loss Statement (A$M) FY18A FYI9E FY20E FY21E FY22E Commodity price assumptions FY18A FY19E FY20E FY21E FY22E
Revenue (Portia Project only) 0.0 0.1 0.0 0.0 0.0  Spot Gold (US$/oz) 1,300 1,326 1,353 1,380
Mining/Hauling 00 00 00 00 00 AWDUSD 075 0.75 075 075
Processing 00 00 00 00 00 iSpotGod(A®oz) 1733 1768 1803 1839 |
Corporate/Royalty/Other (2.5) (2.5) (2.3) (2.3) (2.3)  Copper price (US$/t) 6,500 6,630 6,763 6,898
EBITDA (25 (24) (23) (23) (2.3) Cobalt price (US$/t) 33,000 33660 34,333 35,020
Depreciation & Amortisation 0.2) 2.7) (0.2) 0.2) (0.2)  Iron ore (62% Fe, CFR China) (US$/t) 95 75 77 78
Operating profit 2.7) (5.1) (2.5) (2.5) (2.5)
NOI (divestment & royalties) 5.6 7.0 0.0 0.0 5.3 Cu/Au/Co Resources Tonnes ore (Mt) Cu (Kt) Au (Koz) Co (t)
i . . . . Kalkaroo Reserves......

:i?gest income 28 ;i (zj) (f)z) (2)3 included w ithin Resources below 100.1 ara 1,407 na
Interest expense (0.2) (0.5) (0.3) (0.4) (0.5) Kalkaroo (Mes,Ind,Inf Resources) 245.6 1,292 3,105 0
Tax expense (1.0) 0.0 0.0 0.0 0.0  Mutooroo (Mes, Ind, Inf Resources) 13.1 195 45 8,400
Reported NPAT 1.8 15 (2.6) (2.9 2.3 Total 258.7 1,487 3,150 8,400
Normalised NPAT 1.8 1.5 (2.6) (2.9) 2.3

Fe Resources Tonnes ore (Mt) Fe (%) Fe metal (Mt)
EBITDA Margin (%) na na na na na  Maldorky (Indicated Resource) 147 30% 44
Operating profit margin (%) na na na na na Grants (Inferred Resource) 304 24% 73
EPS Reported (A$) 0.01 001 (0.01) (0.01) 001 Total 451 26% 117
EPS Underlying (A$) 0.01 001 (0.01) (0.01) 001
EPS grow th (%) nm nm nm nm nm
DPS - Declared (A$) 0.00 0.00 0.00 0.00 0.00
Avg. no. of fully-diluted shares (m) 229 229 229 229 229 .
YE no. of fuly-diluted shares (m) 237 229 229 229 229 In-situ Value Of Resource (US$ 14'7bn)

- based on spot commodity prices
Cash Flow Statement (A$M) FY18A FY19E FY20E FY21E FY22E
EBITDA _ _ _ (2.5) (2.4) (2.3) 2.3) (2.3) @R
Investment in w orking capital (2.2) (0.7) (0.8) 0.0 0.0 Gold
Tax expense (1.0 0.0 0.0 0.0 0.0
) H Cobalt

Operating Cash Flow (5.5) (3.0 (3.0) (2.3) (2.3)
Capex (26) (30) (15 (L0)  (L0) _ o 013
Other investments 0.0 0.0 0.0 0.0 0.0
Investing Cash Flow (26) (30) (15 (L0)  (L0) ::‘:('i‘i‘ie:n':":;:‘r’;':‘m
Net interest received / (paid) (0.2) (0.5) (0.1) (0.4) (0.5) Cobalt Sulphide
Debt draw dow n / (repayment) 0.0 25 1.0 25 0.0 Resource at Kalkaroo
Dividends paid 0.0 0.0 0.0 0.0 0.0
Equity raised / (repaid) 1.9 0.0 0.0 0.0 0.0
Financing Cash Flow 1.7 2.0 0.9 21 (0.5)
Non-operating & Other 7.3 7.0 0.0 0.0 53
Inc/(Dec) in Cash 1.0 3.0 (36) (1.2 15
Balance Sheet (A$M) FY18A FY19E FY20E FY21E FY22E SOTP Valuation (A$m) (A$/share) Comment
Cash & Equivalents 1.8 4.9 1.2 0.1 15  Kalkaroo mine inventory (unrisked) 379 1.65 State One's NPV valuation
Receivables 0.1 0.0 0.0 0.0 0.0  Risk weighting 90% i.e., 90% discount to NPV
Inventories 0.6 0.0 0.0 0.0 0.0  Kalkaroo mine inventory (risked) 38 0.17
Other Current Assets 3.3 3.3 3.3 3.3 3.3  Kalkaroo non-mine inventory 0 0.00 Assume zero
PPE and Exploration & Development 36.0 36.3 37.6 38.4 39.2  Kalkaroo Resource (Total) 38 0.17
Deferred tax asset 0.0 0.0 0.0 0.0 0.0 Kalkaroo exploration upside 0 0.00 Assume zero
Other Non Current Assets 75 7.5 75 75 75 |Ka|karoo CuAu Project (risked) 38 0.17
Total Assets 49.4 52.0 49.6 49.3 51.5 Land (Kalkaroo Station) 1 0.00 Purchase price
Payables and other current Liabilities 35 2.1 1.3 1.3 1.3 Mutooroo 5 0.02 Nominal
Short Term Debt 0.2 2.7 3.7 6.2 6.2 |Maldorky Iron Ore Project 9 0.04 Assume US$0.15 per t Fe metal
Long Term Debt 0.0 0.0 0.0 0.0 0.0 |Grants Iron Ore Project 15 0.06 Assume US$0.15 per t Fe metal
Other Non Current Liabilities 0.7 0.7 0.7 0.7 0.7  Group Enterprise value 67 0.29
Total Liabilities 4.3 5.4 5.6 8.1 8.1  Netcash/ (debt) (FY19E) 2.2 0.01
Total Equity 45.1 46.5 44.0 41.1 43.4 |Group Equity value 70 0.30
Net cash / (debt) 1.7 2.2 (2.5) (6.1) (4.6)  Curent share price 0.14
Substantial Shareholders % Date Total Return Recommendation
Trindal Pty Ltd 19.2 One-year capital gain on SOTP TP 125%
First names (Jersey) Ltd 9.1 Oct-18 One-year dividend yield 0% Speculative Buy
Glencopper SA Pty Ltd 4.7 Total potential return to SOTP TP 125%

Source: Company, IRESS, State One Stockbroking forecasts
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General Advice Warning

The contents of this document have been prepared without taking account of your objectives, financial
situation or needs. You should, before taking any action to acquire or deal in, or follow a recommendation
(if any) in respect of any of the financial products or information mentioned in this document, consult your
own investment advisor to consider whether that is appropriate having regard to your own objectives,
financial situation and needs.

Whilst State One Stockbroking Ltd believes information contained in this document is based on information
which is believed to be reliable, its accuracy and completeness are not guaranteed and no warranty of
accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way
for any representation, act or omission is accepted by State One Stockbroking Ltd or any officer, agent or
employee of State One Stockbroking Ltd. If applicable, you should obtain the Product Disclosure Statement
relating to the relevant financial product mentioned in this document (which contains full details of the
terms and conditions of the financial product) and consider it before making any decision about whether
to acquire the financial product.

Disclosure

The directors and associated persons of State One Stockbroking Ltd may have an interest in the financial
products discussed in this document and they may earn brokerage, commissions, fees and advantages,
pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in such
financial products.

This report was prepared solely by State One Stockbroking Limited. ASX Limited ABN 98 009 642 691 and
its related bodies corporate ("ASX”) did not prepare any part of the report and has not contributed in any
way to its content. The role of ASX in relation to the preparation of the research reports is limited to
funding their preparation by State One Stockbroking Limited, in accordance with the ASX Equity Research
Scheme. ASX does not provide financial product advice. The views expressed in this research report may
not necessarily reflect the views of ASX. To the maximum extent permitted by law, no representation,
warranty or undertaking, express or implied, is made and no responsibility or liability is accepted by ASX
as to the adequacy, accuracy, completeness or reasonableness of the research reports.

The Research Analyst who prepared this report hereby certifies that the views expressed in this research
document accurately reflect the analyst’s personal views about the company and its financial products.
The research analyst has not been and will not be receiving direct or indirect compensation for expressing
the specific recommendations or views in this report. This research at all times remains the property of
State One Stockbroking Ltd. And as such cannot be reprinted, distributed, copied, posted on the internet,
in part or whole, without written prior approval from an Executive Director of State One Stockbroking Ltd.
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