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Aguia Resources Ltd (AGR)

Recommendation: Speculative Buy
Valuation $0.68

Company Information

ASX Code

Last Price ($)

12 month share low

12 month share high
Shares on Issue (m)
Market Capitalisation ($m)
Daily Volume

AGR
$0.12
$0.08
$0.22
358m
$44m

400k

Bloomberg, DJC Research

Financial Summary

FYl5a FY16e FY17e  FY18e
Revenue ($m) (2.08) (2.33) (2.56) (2.82)
EBITDA ($m) (2.08) (2.33) (2.56) (2.82)
D&A ($m) (0.04) (0.04) (0.05) (0.05)
EBIT ($m) (2.12) (2.37) (2.61) (2.87)
Net Interest ($m) 0.01 0.01 0.01 0.01
Income Tax ($m) 0.00 0.00 0.00 0.00
Underlying NPAT ($m) (10.7) (2.3) (2.5) (2.8)
Reported NPAT ($m) (10.7) (2.3) (2.5) (2.8)
EPS Reported (¢) (0.03) (0.01) (0.01) (0.01)
EPS growth (%) na na na na
DPS (¢) 0.0 0.0 0.0 1.0
Cash ($m) 0.7 4.9 1.3 1.5
Net debt ($m) 0.3 (3.9 (0.3) (0.5)
Net debt / equity (%) 0.7 4.9 i3 15
ROE (%) 0.3 (3.9 (0.3) (0.5)
ROA (%) 1.4% -12.7% -1.1% -1.6%
Price to Book na na na na
PE (x) na na na na
EV/EBITDA (x) 0.05 0.08 0.07 0.09
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AGR announces premium calcite by-product from recent met testwork
EVENT

e Premium quality calcite by-product: Metallurgical studies by AGR confirms that a high quality
calcite by-product can be produced from the company’s Trés Estradas phosphate project in
southern Brazil.

e Secondary revenue stream: The confirmation of the calcite quality opens potential for a
second revenue stream from the project.

e Local demand: Calcite of the quality displayed is used in southern Brazil in various industries
not least of which is the local agricultural sector where it is used as aglime and in various other
uses including the cement industry.

ANALYSIS

e A premium grade calcite by-product can be produced from the rougher column tailings from the
phosphate floatation process used at Tres Estradas. The resulting concentrate grades at
48.55% CaO with a recovery of 83.1% and has low concentrations of magnesium, iron,
aluminium and silica. The process, developed by Eriez Flotation Division of Pennsylvania, a
world leader in advanced flotation technology, involves low to mid-intensity magnetic separation
followed by mica flotation of the rougher phosphate tailings.

e The calcite by-product also has a very fine grain size with 100% passing 212 microns. Effectively
this renders the concentrate 100% reactive resulting in a +95% neutralizing reactive power
(PNRT). Therefore, farmers using this product would have to buy fewer tonnes of aglime to
achieve the same results as a less pure, less reactive product.

e Other industries where a product of these specification would be employed include the animal
nutrition market and thermoelectric plants to neutralise sulphur emissions.

e The enhancements are directly related to the metallurgical optimisation work recently completed
which showed significant improvements in phosphate recoveries by utilising column flotation
technology. This work showed an improvement in fresh rock phosphate recovery of 20% over
the previous processing route. AGR believe that the lab-scale testwork will be improved still
further upon full-scale column flotation tests.

e We included CaO production in our model but at lower recoveries (60%) and lower grades
(34%). The new metrics could make a significant circa $50m improvement in total revenue over
the life-of-mine and increase the internal rate of return (IRR) by circa 4% to 32%.

CATALYSTS

e Further activities: AGR has a number of news flow items over the next few months. They
include project development updates, a new resource update and reporting on initial exploration
activity on newly acquired claims. Ongoing permitting and potential for a fertiliser off-take party
are further catalysts.

o New PEA: The above work will define a new PEA (Preliminary Economic Assessment). Once
this has been published, we will take the optimised project metrics and update our financial
model to derive a new valuation.

RECOMMENDATION

¢ No change: We maintain our Speculative Buy recommendation on AGR and $0.68 valuation.
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Disclosure Disclaimer RCAN1348

This Research report, accurately expresses the personal view of the Author. DJ Carmichael Pty Limited, members of the Research Team; including authors of
this report, its directors and employees advise that they may hold securities, may have an interest in and/or earn brokerage and other benefits or advantages,
either directly or indirectly from client transactions in stocks mentioned in this report. DJ Carmichael Pty Limited and or its employees hold an immaterial holding
in Aguia Resources Limited. DJ Carmichael Pty Limited participated in a placement in Aguia Resources Limited and was paid a fee for that service.

The Author of this report made contact with Aguia Resources Limited for assistance with verification of facts, admittance to business sites, access to
industry/company information. No inducements have been offered or accepted by the company. The analyst of this report does not hold securities in Aguia
Resources Limited.

DJ Carmichael Pty Limited is a wholly owned subsidiary of DJ Carmichael Group Pty Limited ACN 114 921 247. In accordance with Section 949A of the
Corporations Act 2001 D J Carmichael Pty Limited advise this email contains general financial advice only. In preparing this document D J Carmichael Pty
Limited did not take into account the investment objectives, financial situation and particular needs (‘financial circumstances’) of any particular person.
Accordingly, before acting on any advice contained in this document, you should assess whether the advice is appropriate in light of your own financial
circumstances or contact your D J Carmichael Pty Limited adviser. D J Carmichael Pty Limited, its Directors employees and advisers may earn brokerage or
commission from any transactions undertaken on your behalf as a result of acting upon this information. D J Carmichael Pty Limited, its directors and employees
advise that they may hold securities, may have an interest in and/or earn brokerage and other benefits or advantages, either directly or indirectly, from client
transactions. D J Carmichael Pty Limited believe that the advice herein is accurate however no warranty of accuracy or reliability is given in relation to any advice
or information contained in this publication and no responsibility for any loss or damage whatsoever arising in any way for any representation, act or omission,
whether express or implied (including responsibility to any persons by reason of negligence), is accepted by DJ Carmichael Pty Limited or any officer, agent or
employee of D J Carmichael Pty Limited. This message is intended only for the use of the individual or entity to which it is addressed and may contain information
that is privileged, confidential and exempt from disclosure under applicable law. If you are not the intended recipient or employee or agent responsible for
delivering the message to the intended recipient, you are hereby notified that any dissemination, distribution or copying of this communication and its attachments
is strictly prohibited.

Recommendation Definitions

SPECULATIVE BUY — 10% out-performance, but high risk

BUY — 10% or more out-performance

ACCUMULATE - 10% or more out-performance, buy on share price weakness
HOLD — 10% underperformance to 10% over performance

SELL — 10% or more underperformance

Period: During the forthcoming 12 months, at any time during that period and not necessarily just at the end of those 12 months. Stocks included in this report
have their expected performance measured relative to the ASX All Ordinaries Index. DJ Carmichael Pty Limited’s recommendation is made on the basis of
absolute performance. Recommendations are adjusted accordingly as and when the index changes.

© 2016 No part of this report may be reproduced or distributed in any manner without permission of DJ Carmichael Pty Limited.
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