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BUSINESS DESCRIPTION
Kibaran is proposing to develop a graphite
mine and processing facility in Tanzania, it
has completed a Bankable Feasibility Study
which highlights the economics of the
project. To proceed with the development, it
requires the government to establish the
regulatory framework and KNL finalising debt
and equity financing. Once the mine is up
and running the company plans to convert a
portion of mine production into Battery Grade

Graphite.
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COMPANY REPORT

Topping up the bank account

Cash to continue: At the end of March 2018, KNL had $1.15m in cash left
in the bank and was facing commitments to fund studies on spherical
graphite, detailed engineering design works and early procurement activity.
While KNL had negotiated to pay GR Engineering 30% of its costs via the
issue of shares, it would still require funds to keep the project development
ticking along while the Tanzanian Government sorted out mining
regulations. Last week’s equity raising of $2.8m removes some of the cash
flow issues which are arising from government delays.

Capital requirements: We believe KNL will need to initially fund a
US$750,000 pilot plant at Epanko as part of the design work, the spherical
graphite pilot plant in Germany at a cost of <US$4m (some of which may
be JV funded) and eventually the Epanko project pre-production capex
itself. The latter is currently sitting at US$89m (prior to FEED) of which
KNL had previously indicated would be funded 40% equity and 60% debt
(implying a future equity raise of A$45-50m).

Changes at the margin: We have pushed the equity funding of the
Epanko project out to FY 19, along with the commencement of plant
construction. Given the delays in the government clarifying the mining
regulations, there is some risk that the early works may also be delayed.
The positive is that the placement is at least giving the company the cash
to continue the FEED while the Tanzanian Government officials are
making up their minds. Our combined project valuations have moved from
$253m to $254m.

Investment view: The development of Epanko and eventually a spherical
graphite look set to reward shareholders. However, the government’s
delay in sorting out the fiscal regime and clarifying its equity position is
delaying the financing of the project development. The Tanzanian
Government may be making all the right sounds with positive meetings,
but it needs to let KNL, BKT, GPX and VRC know if they need to fund the
government’s equity and exactly what taxes and royalties will be charged.
Our target price is unchanged at 23cps and we have retained our BUY
recommendation.

INVESTMENT SUMMARY

Disclosure

The author owns no shares in KNL.

Year End: 30 June 2016 (A) 2017 (A) 2018 (E) 2019(E) 2020 (E)

Revenue $mn 1 0 0 3 40
EBITDA $mn -4.5 -4.2 -3.8 -3.0 16.0
EBIT $mn -4.5 -4.2 -3.8 -3.2 7.6
Reported Profit $mn -4.3 -4.1 -3.7 -3.7 -0.8
Adjusted Profit $mn -4.3 -4.1 -3.7 -3.7 -0.8
EPS (Reported) ¢ 2.3 1.7 -1.4 -0.6 -0.1
EPS (Adjusted) ¢ 2.3 1.7 -1.4 -0.6 -0.1
EPS Growth % N/A N/A N/A N/A
PER (Reported) X N/A N/A N/A N/A N/A
PER (Adjusted) X N/A N/A N/A N/A N/A
Dividend ¢ 0.0 0.0 0.0 0.0 0.0
Yield % 0.0 0.0 0.0 0.0 0.0
Franking % 0 0 0 0 0
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KIBARAN RESOURCES
Analyst: Warren Edney Rating: BUY
Date: 25-Jun-18 Price Target: $0.23
Share Price ($A): $0.15 Upside/(Downside): 58%
Market Cap (A$m): $36 Valuation: $0.92
EV (A$m) $35 Risk: Speculative
Year End: 30 June
KEY RATIOS FY16A FY17A FY18E FY19E FY20E FY21E VALUATION SUMMARY
NPAT - Reported -4.3 -4.1 -3.7 -3.7 -0.8 16.5 WACC 8.3% A$m A$ps
NPAT - Attributable -4.3 -4.1 -3.7 -3.7 -0.8 16.5 Epanko 182 0.69
EPS -2.3 -1.7 -1.4 -0.6 -0.1 2.8 SG plant 73 0.28
EPS Growth (%) n/m n/m n/m n/m n/m Projects 254 0.97
P/E (x) n/m n/m n/m n/m n/m 5.1 Corporate (24) (0.09)
CFPS (A Cents) -1.4 -1.6 -1.9 -22.0 -3.2 -2.1 Exploration 12 0.05
P/CF (x) n/m n/m n/m n/m n/m n/m Net Cash / (Debt) (2) (0.01)
DPS (A Cents) 0.0 0.0 0.0 0.0 0.0 0.0 Total Valuation 241 0.92
Franking (%) 0% 0% 0% 0% 0% 0%
Dividend Yield (%) 0% 0% 0% 0% 0% 0% VALUATION OVER TIME (adjusted for equity issue)
Payout Ratio (%) 0% 0% 0% 0% 0% 0%
FCF Yield (%) n/m n/m n/m n/m n/m n/m $1.00 -
EV/EBIT (x) (7.6) (8.2) (9.0) (10.9) 45 1.0 $0.90
EV/EBITDA (x) (7.6) (8.3) 9.1) (11.4) 2.2 0.8 $0.80 1
$0.70 A
ASSUMPTIONS FY16A FY17A FY18E FY19E FY20E FY21E :ggg
Australian Dollar (AUD/USD) 0.728 0.755 0.776 0.745 0.750 0.750 $0.40 A
Graphite basket price (US$/t) 0 0 0 1,169 1,169 1,169 $0.30 1
Spherical graphite (US$/t) 0 0 0 3,250 3,250 3,250 $0.20 4
Unpurified fines 0 0 0 600 600 600 $0.10
$0.00 T T T ]
PRODUCTION & COSTS FY16A FY17A FY18E FY19E FY20E FY21E 2018 2019 2020 2021
Graphite concentrate 0 0 30,000 65,000
Spherical graphite 0 600 600 2,500 EARNINGS SENSITIVITY
Unpurified fines 0 600 600 2,500 AUD/USD FY18E FY19E FY20E FY21E
Base NPAT A$m -3.7 -3.7 -0.8 16.5
PROFIT & LOSS (A$M) FY16A FY17A FY18E FY19E FY20E FY21E plus 10% -0.1 -0.3 -2.3 -4.6
Operating Revenue 0.0 0.0 0.0 3.1 40.3 93.6 +1c 0.0 0.0 -0.3 -0.6
Other Revenue 0.5 0.3 0.0 0.0 0.0 0.0
Total Revenue 0.5 0.3 0.0 3.1 40.3 93.6 Graphite FY18E FY19E FY20E FY21E
Operating Expenses 0.0 0.0 0.0 -2.3 -20.5 -44 .4 Base NPAT A$m -3.7 -3.7 -0.8 16.5
Corporate/Other Expenses -5.0 -4.3 -3.8 -3.8 -3.8 -3.8 plus 10% 0.0 2.0 5.4
EBITDA -4.5 -4.2 -3.8 -3.0 16.0 44.9 + US$100/t 0.0 1.7 4.6
Depreciation & Amortisation 0.0 -0.1 -0.1 -0.1 -8.4 -9.2
Exploration/write-offs 0.0 -0.2 0.0 -0.1 -0.1 -0.5 CONCENTRATE PRODUCTION
EBIT -4.5 -4.2 -3.8 -3.2 7.6 35.7
Net Interest / (Expense) 0.1 0.1 0.1 2.1 87 121 120,000 1
NPBT 4.4 -4.1 -3.7 -5.3 -1.1 23.6 100,000 - _ _ _
Income Tax Expense 0.0 0.0 0.0 1.6 0.3 =71
NPAT - Adjusted 4.4 4.1 3.7 3.7 0.8 16.5 % 80,000 1 B
Significant Items 0.0 0.0 0.0 0.0 0.0 0.0 E —
NPAT - Reported 4.4 4.1 3.7 3.7 -0.8 16.5 g 60,000 1
S 40,000
CASH FLOW (A$M) FY16A FY17A FY18E FY19E FY20E FY21E =
Cash Flow from Ops 26 3.4 -3.8 -3.0 16.1 454 20,000 1
Capex - Development & Sustaining 0.0 -0.3 1.3 -1247 -34.9 -57.6 0
Cash Flow From Investing -2.2 -7.8 -25 -130.2 -49.6 -76.9 2019 2020 2021 2022 2023 2024 2025
Cash Flow From Financing 21 1.1 26 1551 46.7 54.7
Net Cash Flow 26 0.1 36 220 13.2 232 mFine mSmall mMedium mLarge =Jumbo = SuperJumbo
BALANCE SHEET (A$M) FY16A FY17A FY18E FY19E FY20E FY21E
Cash 2.1 2.0 -1.7 20.3 33.5 56.7
PP&E/Development/Exploration 0.0 0.3 1.5 126.1 152.6 201.0
Assets 12.5 20.5 19.3 1685 210.7 2839
Debts 0.0 0.0 0.0 80.0 117.0 158.0
Liabilities 0.8 1.2 1.2 81.2 1182 159.2
Equity 1.7 19.3 18.2 62.2 61.4 78.0
Net Debt (Cash) -2.1 -2.0 1.7 59.7 835 101.3
Gearing (%) - ND / (ND + Eq) 21%  -11% 8% 49% 58% 57%
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Appendix

FIG.1: LONG TERM MOMENTUM INDICATORS

- al-Aep
- gl-idy
- 8l-1en
-8l-gad
- gl-uer
- L1-08Q
ARSI N
- L1700
-ll-des
- LBy
AR

- LL-unp
ARl
- L |-idy
AR
FARCCE!
- LL-Uep
- 91-08Q
- 9L-1ON
- 91-120
F9l-deg
- 9l-Bny
oLAnr

al-unp

[=2]

100 day moving average

200 day moving average

Share Price (c)

Source: Iress

FIG.2: SHORT TERM MOMENTUM INDICATORS
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This document has been prepared and issued by:

Baillieu Holst Ltd
ABN 74 006 519 393

Australian Financial Service Licence No. 245421
Participant of ASX Group
Participant of NSX Ltd

Analysts’ stock ratings are defined as follows:

Buy: The stock’s total return is expected to increase by at least 10-15 percent from the current
share price over the next 12 months.

Hold: The stock’s total return is expected to trade within a range of +10-15 percent from the
current share price over the next 12 months.

Sell: The stock’s total return is expected to decrease by at least 10-15 percent from the current
share price over the next 12 months.

Baillieu Holst Analysts’ stock ratings distribution as of 05 June 2018:
Buy: 65%

Hold: 34%

Sell: 1%

Disclosure of potential interest and disclaimer:

Baillieu Holst Ltd (Baillieu Holst) and/or its associates may receive commissions, calculated at normal
client rates, from transactions involving securities of the companies mentioned herein and may hold
interests in securities of the companies mentioned herein from time to time. Your adviser will earn a
commission of up to 55% of any brokerage resulting from any transactions you may undertake as a
result of this advice.

When we provide advice to you, it is based on the information you have provided to us about your
personal circumstances, financial objectives and needs. If you wish to rely on our advice, it is
important that you inform us of any changes to your personal investment needs, objectives and
financial circumstances.

If you do not provide us with the relevant information (including updated information) regarding your
investment needs, objectives and financial circumstances, our advice may be based on inaccurate
information, and you will need to consider whether the advice is suitable to you given your personal
investment needs, objectives and financial circumstances. Please do not hesitate to contact our
offices if you need to update your information held with us. Please be assured that we keep your
information strictly confidential.

No representation, warranty or undertaking is given or made in relation to the accuracy of information
contained in this advice, such advice being based solely on public information which has not been
verified by Baillieu Holst Ltd.

Save for any statutory liability that cannot be excluded, Baillieu Holst Ltd and its employees and
agents shall not be liable (whether in negligence or otherwise) for any error or inaccuracy in, or
omission from, this advice or any resulting loss suffered by the recipient or any other person.

Past performance should not be taken as an indication or guarantee of future performance, and no
representation or warranty, express or implied, is made regarding future performance. Information,
opinions and estimates contained in this report reflect a judgment at its original date of publication and
are subject to change without notice. The price, value of and income from any of the securities or
financial instruments mentioned in this report can fall as well as rise. The value of securities and
financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect
on the price or income of such securities or financial instruments.

Baillieu Holst Ltd assumes no obligation to update this advice or correct any inaccuracy which may
become apparent after it is given.
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Melbourne (Head Office)

Address Level 26, 360 Collins Street
Melbourne, VIC 3000 Australia

Postal PO Box 48, Collins Street West
Melbourne, VIC 8007 Australia

Phone +61 3 9602 9222

Facsimile +61 3 9602 2350

Email melbourne@baillieuholst.com.au

Adelaide Office

Address Ground Floor, 226 Greenhill Road,
Eastwood SA 5063

Postal PO Box 171

Fullarton SA 5063

Phone +61 8 7074 8400

Facsimile +61 8 8362 3942

Email adelaide@baillieuholst.com.au

Bendigo Office

Address Level 1, 10-16 Forest Street
Bendigo, VIC 3550

Postal PO Box 84

Bendigo, VIC 3552

Phone +61 3 4433 3400

Facsimile +61 3 4433 3430

Email bendigo@baillieuholst.com.au

Geelong Office

Address 16 Aberdeen Street
Geelong West Vic 3218

Postal PO Box 364

Geelong Vic 3220 Australia

Phone +61 3 5229 4637

Facsimile +61 3 4229 4142

Email geelong@baillieuholst.com.au

Gold Coast Office

Address Suite 202 Level 2, Eastside Building
6 Waterfront Place, Robina QLD 4226

Phone +61 7 5628 2670

Facsimile +61 7 5677 0258

Email goldcoast@baillieuholst.com.au

Newcastle Office

Address Level 1, 120 Darby Street
Cooks Hill, NSW 2300 Australia
Postal PO Box 111

The Junction, NSW 2291 Australia
Phone +61 2 4037 3500

Facsimile +61 2 4037 3511

Email newcastle@baillieuholst.com.au

Perth Office

Address Level 9, 216 St Georges Terrace
Perth WA 6000 Australia

Postal PO Box 7662, Cloisters Square
Perth, WA 6850 Australia

Phone +61 8 6141 9450

Facsimile +61 8 6141 9499

Email perth@baillieuholst.com.au

Sydney Office

Address Level 40, 259 George Street
Sydney, NSW 2000 Australia

Postal PO Box R1797

Royal Exchange, NSW 1225 Australia
Phone +61 2 9250 8900

Facsimile +61 2 9247 4092

Email sydney@baillieuholst.com.au
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