UK: +44 (0)207 989 0813
NA: +1 646 896 3065
AU +61 2 9280 0700
action@proactiveinvestors.com.au

American Pacific Borates Ltd
17:04 12 Mar 2019

American Pacific Borate and Lithium looks like a
10-bagger: former top-rated analyst

1.8

Price:

$575.4 m

Market Cap:

American Pacific Borate and Lithium Ltd (ASX:ABR) is developing the Fort
Cady borate and lithium project in California, USA which has a 120.4 million
tonne deposit at 6.5% boron oxide.

1 Year Share Price Graph

Orior Capital analyst Simon Francis feels ABR is incredibly cheap in absolute
terms as the current market capitalisation (US$21 million) is about 2% of the
lower capex scenario net present value (NPV) of US$1,083 million.
Following is an extract from a special report on ABR prepared by Francis, who
has worked extensively in a number of financial institutions including Nomura,
Credit Suisse and Macquarie Securities where he was highly ranked in a
number of key industry polls.
ABR acquired the project in May 2017. A Scoping Study was completed in
December 2017, and a Definitive Feasibility Study (DFS) in December 2018,
just 19 months after the acquisition.
In January 2019, ABR released a low-capex 'enhanced' version of the DFS,
that split Phase 1 into two parts, and is now considered 'base case'.
Phase 1A comprises the Phase 1 sulphate of potassium (SOP) line plus a
commercial scale boric acid plant. Phase 1B is the full 82,000 tpa Phase 1
boric acid plant.
Looks like a 10-bagger: Based on the January 2019 DFS, the project has a
post-tax, unlevered NPV10 of US$1,083m, with an IRR of 41% and an initial
capex requirement for Phase 1A of just US$37m.
This is an incredibly low capex figure to get a project of this scale up and
running.
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Company Synopsis:
American Pacific Borates' (ASX:ABR) Fort
Cady Project in California hosts a multigenerational borate resource where boric
acid, gypsum and potassium sulphate will
be produced for the large North American
specialty fertiliser market and new high-end
technologies like electric vehicles and
space
shuttles.
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Despite these strong metrics, ABR's current market capitalisation is about
2% of NPV.
Assuming total initial capital (including working capital) for Phase 1A of
US$50m, debt financing, 50m warrants at A$0.50 per share offered as an
incentive to debt providers, a further US$80m in debt to fund Phase 1B, and a
fair EV valuation 12 months from now of 30-50% of NPV, ABR could attract an
EV valuation of US$325m to US$542m.
This equates to a valuation of A$1.10-A$2.21 per share, 7-14x the current
share price.
Lower capex, much lower dilution: Junior companies with big projects often
end up heavily diluting shareholders when the real money needs to be spent.
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The brilliance of splitting Phase 1 into two parts is that this should now be
avoided.
At US$50m all in, Phase 1A is financeable with debt plus warrants. With 1A in
production, financing Phase 1B will be easier and cheaper.
By splitting Phase 1 into two, management have been greedy on behalf of
shareholders. That's a good thing.
Opportunity knocks: ABR shares are still trading at levels seen in 4Q18, the
tail end of a horrible year in junior mining. So far, the market has failed to
recognise the opportunity in ABR that this presents.
Compelling project with substantial cash flows: Based on the DFS, Fort
Cady will ultimately produce ~408,000 tpa of boric acid and ~109,000 tpa of
SOP. ABR will become only the second major producer of calcium-based
borates globally, and only the second producer of SOP in the US. The project
is expected to generate EBITDA of US$345m in the first full year of production.
Cooperation agreements with the Chinese majors: In May 2018, ABR
secured cooperation agreements with Sinochem Hebei Corp, a subsidiary of
China's state-owned Sinochem Group, and with China National Fiber Corp, a
subsidiary of China National Machinery Industry Corp (usually known as
'Sinomach').
These are substantial groups; in 2018, Sinochem Group was ranked 98th in
Fortune Global 500. Sinomach was ranked 334th. (For comparison, Rio Tinto
was ranked 278th).
It is no surprise the Chinese were quick off the mark; China is the largest
market for borates and a significant net importer. That two of China's largest
and most established state-owned enterprises have entered into these
agreements is a testament to the strategic value of the Fort Cady project.
Few new projects expected to come on stream: The borates market is
essentially a duopoly with Eti Maden and Rio Tinto (RIO.L) together controlling
~80% of the world demand. Globally, there are few occurrences of
commercially viable borate deposits; visibility on new projects other than Fort
Cady is poor.
Some projects plan to mine borates as a by-product to lithium, but these are
earlier stage, and rely on processing new minerals, something that will take
time to learn.
The Fort Cady processing route is based on prior feasibility study level work,
well-established chemistry and standard processing equipment. ABR offers
the purest exposure to the boron market, the most advanced project, and
the lowest capex.
Strong US demand for SOP: US SOP demand is expected to grow at ~4.8%
pa over the next few years, having grown at almost 5% pa since 2009.
A number of factors are driving this growth including the use of newer, higheryielding crops that extract more sulphur from the ground, the recent popularity
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of planting in cold soils, and global emission controls which have meant less
sulphur deposition from precipitation.
In summary, Fort Cady is a hugely valuable project. It hosts a strategically
important mineral, is in an excellent jurisdiction, and boasts very low capex
costs. It is the most advanced borates project in the market. This, combined
with the fact that ABR will be only the second producer of SOP in the US,
means the company has a multitude of strategic options. The current share
price, being ~2% of NPV, offers investors a great opportunity.
Disclaimer: This document is a marketing communication sponsored by
American Pacific Borate and Lithium Ltd. It is not investment advice. It is for
information and educational purposes only.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of American Pacific Borates Ltd named herein, including the promotion by the
Company of American Pacific Borates Ltd in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the
amount
up
to
Twenty
Five
Thousand
dollars
($25,000).
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