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First Pass Metallurgy Results

Event

LIN has released scoping metallurgical test work results from the Kangankunde Rare Earths
Project (KREP).

Impact

An encouraging starting point. LIN’s current metallurgy program is the first undertaken
on the KREP since pilot-scale metallurgical test work completed by the French geological
survey (BRGM) across 1987-1990, under which a monazite concentrate grading at 60%
TREO with a recovery of 60% TREO was achieved. Recoveries from rougher and cleaner
stages for coarse-grained material ranged from 60%-90% TREO under LIN’s phase one
program, while fine-grained material has been tested for amenability to multi-gravity
separation, which has not previously been evaluated for the recovery of rare earth
mineralisation at the KREP. Initial results suggest higher recoveries of ~70% TREO are
achievable with the addition of a multi-gravity separator, while an increase in the
corresponding concentrate grade of ~52% TREO (toward ~60% TREO) is guided via the
incorporation of wet high intensity magnetic separation (WHIMS) into the KREP flowsheet.
Preliminary scoping results are based on ~200kg of surface grab samples grading at 8.6%
TREO, with sample mass by classification not provided. These results will form the basis for
a more comprehensive metallurgical test work program, which is currently underway.

EH view: Markets often always assume metallurgical test work results will be positive, and
in turn are often non-events, or alternatively negative in the event of missed expectations.
In this case, historical test work undertaken by BRGM has provided a tangible starting
point with respect to metallurgical recoveries and concentrate grades achievable at the
KREP. A ‘baseline’ recovery result of ~70% TREO outlined in this morning’s release is a
comfortable beat on historical pilot-scale recoveries, which the company guides to
improve upon through optimisation of the multi-gravity separation circuit and feed.
Noting that i) LIN is targeting an uplift in recoveries to ~80% TREO, along with ii) the very
early stage of the development of the KREP process flowsheet, we have left our previously
modelled recovery and concentrate grade assumptions unchanged (Fig. 1) pending the
outcomes of further metallurgical test work.

Action

Speculative Buy rating maintained, Price Target unchanged at $0.55/sh (1.0x risk-
weighted NAV).

Catalysts

We await the upcoming maiden JORC 2012 Inferred MRE release as a key catalyst for a re-
rating. Remaining assay results from LIN’s Phase 1 drill program are due for release across
JunQ’23, while diamond drilling under the Phase 2 drill program (2x ~1,000m diamond
holes) is due to commence imminently, which we also view as a key catalyst given the
potential for deeper diamond drilling to materially extend our modelled resource depth
assumption. More broadly, a potential improvement in both rare earth sector sentiment
and prices may provide tailwinds in the near term.

 

 

Market Statistics    
Share Price  0.28 A$/sh
Price Target (1.0x NAV)  0.55 A$/sh
Valuation (risked)  0.55 A$/sh
Valuation (unrisked)  0.69 A$/sh
    
Capital Structure    
Shares on Issue  1,014 m
Options  108 m
Performance Rights  33 m
Dil. Fully Paid Ordinary  1,156 m
    
Market Capitalisation  279 A$m
Enterprise Value  270 A$m
Cash (Mar'23e)  9.2 A$m
Debt (Mar'23e)  Nil A$m
ITM options  3.6 A$m
    
Substantial Shareholders    
Asimwe Kabunga   12%
Ven Capital   10%
Rohan Patnaik   7%
    
Production Forecasts FY24 FY25 FY26
TREO in concentrate (kt) 0.0 3.7 8.6
NdPr in concentrate (kt) 0.0 0.7 1.7
C1 cost (US$/kg REO) 0.0 3.7 2.3
AISC (US$/kg REO) 0.0 5.2 3.6
    
Financials FY24 FY25 FY26
Revenue - 63 146
EBITDA (8) 31 104
Operating CF (8) 19 63
NPAT (9) 17 55

Performance

Source: IRESS
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Figure 1: Modelled KREP operating parameters

Source: Euroz Hartleys estimates

Figure 2: Process scheme under development for Phase 1 of the KREP

Source: Company reports
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Figure 3: 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 4: Commencing 'demonstration' scale operations in FY25e Figure 5: Ramping up to 3mtpa from FY31e (11kt NdPr/54kt TREO)

Source: Euroz Hartleys estimates Source: Euroz Hartleys estimates

Figure 6: Leveraged to the NdPr oxide price Figure 7: NdPr prices remain elevated despite recent weakness

Source: Euroz Hartleys estimates Source: Bloomberg 
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Figure 8: 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$0.28 | Target price A$0.55 | Recommendation Speculative Buy;

Price, target price and rating as at 11 April 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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