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Funded for Tranche 3 Payment; Lifting PT

Event

LIN has raised gross proceeds of A$35m via the placement of 106m shares at $0.33/sh.
Funds raised have been flagged for the imminent US$10m Tranche 3 Kangankunde
acquisition payment and construction of the Stage 1 processing plant.  

Impact

Funded for acquisition payment. The third tranche Kangankunde acquisition payment of
US$10m falls payable in late Jul'23, after which LIN's interest in Rift Valley Resource
Developments Ltd (entity with 100% owned title to the Kangankunde Exploration and
Mining Licenses) will increase to 66%. A fourth and final acquisition payment of US$10m to
increase LIN's ownership interest to 100% is payable on the earlier of commencement of
commercial production or Aug'26. We continue to model the fourth tranche acquisition
payment in MarQ'25 in line with our assumed commencement of Stage 1 production. 

Stage 1 development funding derisked. The balance of placement proceeds of ~A$18m
following the Tranche 3 acquisition payment will meaningfully contribute towards Stage 1
processing plant capital costs. Prior company CapEx guidance of ~A$20m for indicative
Stage 1 throughput capacity of 440ktpa is materially lower than our current estimate of
US$30m. For now, we have conservatively left this assumption unchanged, and await
confirmation of lower upfront CapEx over DecQ'23 as capital costs are confirmed on
progression of the plant tendering process. 

Balance of Phase 1 assay results, maiden MRE due imminently. Assay results for the final
18 holes from the Phase 1 resource definition program are pending, which are
concentrated in the northern area of the central carbonatite where the highest TREO
grades have previously been encountered. These results will inform the maiden JORC 2012
Kangankunde MRE, which is due shortly thereafter. As a reminder, our conceptual Inferred
resource estimate stands at 250mt @ 2.40% TREO with an NdPr assemblage of 20% (Fig.
7). The confirmation of a high-grade subset of the MRE in the northern zone of the central
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carbonatite presents as a key value catalyst, in our viewcarbonatite presents as a key value catalyst, in our view; beyond rare earth prices, we see
the most valuation upside in the assumption of higher than currently modelled TREO head
grades from the commencement of Stage 2 operations (Fig. 9). For illustrative purposes,
our risked valuation increases to $0.88/sh on incorporation of plant feed of 20mt grading
at 3.50% TREO over the first 10 years of our modelled mine life. 

Valuation updates: Subsequent to our last published note, we have revised our valuation
for LIN's updated capital structure and lifted Stage 1 throughput rates to 440ktpa in line
with indicative guidance (prev. 350ktpa) for an immaterial net impact on valuation. Noting
the funding gap for the Tranche 3 acquisition payment has now been resolved, we have
lifted our Price Target to 1.1x NAV (prev. 1.0x NAV). Our unrisked valuation is $0.77/sh at
LT NdPr oxide of US$95/kg excl. VAT.

Action

Speculative Buy rating maintained, PT lifted to $0.70/sh at 1.1x NAV (prev. $0.65/sh). LIN
remains our highest conviction rare earths exposure; we take the view that a rare earth
deposit of such scale and grade with low radionuclide content should inevitably attract
strategic interest. Despite jurisdiction risk, the stock remains conceivably cheap in our view,
especially when compared to its Australian domiciled development stage peers. 

 

 

 

 

 

Market Statistics    
Share Price  0.35 A$/sh
Price Target (1.1x NAV)  0.70 A$/sh
Valuation (risked)  0.62 A$/sh
Valuation (unrisked)  0.77 A$/sh
    
Capital Structure    
Shares on Issue  1,133 m
Options  97 m
Performance Rights  33 m
Dil. Fully Paid Ordinary  1,263 m
    
Market Capitalisation  397 A$m
Enterprise Value  355 A$m
Cash (Jul'23e)  41 A$m
Debt (Jul'23e)  Nil A$m
ITM options  23 A$m
    
Substantial Shareholders    
Asimwe Kabunga   11%
Ven Capital   9%
Rohan Patnaik   6%
    
Production Forecasts FY24E FY25E FY26E
TREO in concentrate (kt) 0.0 4.7 10.8
NdPr in concentrate (kt) 0.0 0.9 2.2
C1 cost (US$/kg REO) 0.0 3.2 2.1
AISC (US$/kg REO) 0.0 4.6 3.3
    
Financials FY24E FY25E FY26E
Revenue - 80 184
EBITDA (8) 45 136
Operating CF (8) 29 85
NPAT (9) 27 78

Performance

Source: IRESS
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Figure 1: The largest hard-rock rare earth deposit ex-China on our estimates, excluding the lower-grade brecciated zone of the deposit

Source: Company reports, Euroz Hartleys estimates

Figure 2: Commencing 'demonstration' scale operations in FY25e Figure 3: Ramping up to 3mtpa from FY31e (11kt NdPr/54kt TREO)

Source: Euroz Hartleys estimates Source: Euroz Hartleys estimates

Figure 4: Leveraged to the NdPr oxide price Figure 5: NdPr oxide prices remain under pressure

Source: Euroz Hartleys estimates Source: Bloomberg 
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Figure 6: Schematic demonstrating resource definition drilling and exploration target drilling

Source: Company reports

Figure 9: Modelled KREP operating parameters

Source: Euroz Hartleys estimates

Figure 7: Back-of-the-envelope Kangankunde resource estimate Figure 8: Assumed Kangankunde rare earth assemblage 

Source: Euroz Hartleys estimates Source: Company reports, Euroz Hartleys estimates
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Figure 10: DCF-backed SOTP valuation, base year: FY24e

Source: Euroz Hartleys estimates

Figure 11: Conceptual Kangankunde process flowsheet

Source: Company reports
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Figure 12: LIN Financial Summary

Source: Euroz Hartleys Research
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Personal disclosures

We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or their securities, and we are not
in possession of, nor does this Research contain any inside information.

No part of our compensation was, is or will be directly or indirectly, related to the specific recommendations or views expressed by the authoring analyst in this research, nor has any
attempt been made to influence this Research.

Company disclosures

The companies and securities mentioned in this report, include:

Lindian Resources Limited (LIN.ASX) | Price A$0.35 | Target price A$0.70 | Recommendation Speculative Buy;

Price, target price and rating as at 12 July 2023 (* not covered)

Additional disclosures

Euroz Hartleys declares that it has acted as underwriter to, and/or arranged an equity issue in, and/or been engaged in a capital raising during the last year. Euroz Hartleys has received
a fee for these services from: Lindian Resources Limited (LIN.ASX)

The analyst declares that they have a beneficial interest in: Lindian Resources Ltd (LIN.ASX)

Other disclosures, disclaimers and certificates

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only.

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence (AFSL 230052) and is a participant of the Australian Securities Exchange Group.

The information contained herein is confidential. If you are not the intended recipient no confidentiality is lost by your receipt of it. Please delete and destroy all copies, and
contact Euroz Hartleys Limited on (+618) 9488 1400. You should not use, copy, disclose or distribute this information without the express written authority of Euroz Hartleys
Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities as part of their securities business and consequently may have an interest in the securities
recommended herein (if any). This may include providing equity capital market services to the issuing company, hold a position in the securities, trading as principal or agent and
as such may effect transactions not consistent with the recommendation (if any) in this report.

You should not act on any recommendation issued by Euroz Hartleys Limited without first consulting your investment adviser in order to ascertain whether the recommendation (if
any) is appropriate, having regard to your objectives, financial situation and needs. Nothing in this report shall be construed as a solicitation to buy or sell a security, or to engage
in or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is correct at the time of compilation, however we make no representation or warranty that it is
accurate, complete, reliable or up to date, nor do we accept any obligation to correct or update the opinions in it. The opinions expressed are subject to change without notice. No
member of Euroz Hartleys Limited accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this material.

We cannot guarantee that the integrity of this communication has been maintained, is free from errors, virus interception or interference. The author of this publication, Euroz
Hartleys Limited, it’s directors and their associates from time to time may hold shares in the security/securities mentioned in this Research document and therefore may benefit
from any increase in the price of those securities. Euroz Hartleys Limited, and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of
transactions arising from any advice mentioned in publications to clients.
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