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Graphex Mining Limited (GPX AU, $0.25, market cap. A$22m)
Capital raising of A$2.65m reinforces balance sheet
Recent amendments to new Mining Act might favour graphite producers
•

•

•

•

GPX topped up its cash levels with a 12.05m share placement at 22c/share. This leaves the
company with a comfortable $3.3m in cash (and no debt). This allows the company plenty
of room to navigate the finalisation of the agreement with the Chinese partners led by SOE
CN Docking.
Despite uncertainties driven by changes to Tanzania’s Mining Act, we were greatly
comforted that the Chinese partners committed so quickly to their involvement in the
project. This is a testament to (1) the quality of the project, (2) the strong demand for nonChinese expandable graphite and (3) the belief by the Chinese in the current GPX
management team to deliver a mining operation.
Our valuation for GPX is now A$1.05/share, estimated as follows:

In this valuation we have assumed that the Tanzanian Government exercises its right to take
a 16% free carry in the project at no cost. However, recent events suggest that this might be
a conservative view. See comments below.

DISCLAIMER: Pulse Markets Pty Ltd ACN 081 505 268 AFSL 2208383 - Pulse Markets is engaged by GPX to provide corporate services for
which it has earned fees and continues to do. Services include, but are not limited to, research, marketing roadshows, and capital markets
advisory. Pulse advised GPX on its IPO for which it earned fees. Employees of Pulse markets own shares in GPX.

•
•

Note that the number of shares includes some 3.1m 25c loyalty and other options, which are
currently at the money. The cash balance also assumes exercise of these options.
Note: The above valuation is an accounting/finance valuation based upon the company’s
financials and not a share price target or prediction.

Further information regarding GPX and the Chilalo project includes the following:
•

There have been some amendments to the draft legislation which included significant
changes to the Tanzanian Mining Act. The following paragraph might be relevant to GPX.
The underlined section has been included as an amendment to the draft and has been
included in the final legislation.
10(1). In any mining operations under a mining licence or special mining licence the
Government shall have not less than sixteen percent non-dilutable free carried
interest shares in the capital of a mining company depending on the type of minerals
and the level of investment.

•

•

•

•

We have long been of the view that the changes to the Tanzanian Mining Act have been
opportunistically targeting those companies which have enjoyed historic tax benefits. Acacia
Mining and the gold sector in general seems to have been specifically targeted.
The new wording of the Act, together with the fact that industrial minerals (such as graphite)
were excluded from the increases in royalty rates, suggests that the Government may take a
more lenient view of, say, industrial minerals. Perhaps this could include graphite and the
smaller mining projects. Should that be the case, there is significant upside in the GPX
valuation. Time will tell.
On 17 July, GPX announced that the Tanzanian Government is funding key infrastructure
initiatives in SE Tanzania. These include potential access to grid-connected power supply,
an expansion of the Mtwara Port facility and upgrade of the road from Nanganga to
Ruangwa.
GPX states that this could significantly improve the economics of the already attractive
Chilalo project.
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Disclaimer. This report has been prepared on behalf of and issued by Pulse Markets Pty Ltd (ACN 081 505 268,
AFSL 220383, hereafter “Pulse Markets”).
Limitations. This report is provided to the wholesale clients of Pulse Markets and is not for retail clients or
investors outside the Australian jurisdiction. While the information and statements contained in this report
have been prepared with all reasonable care, based on information believed to be accurate at the time of
publication. No responsibility or liability is accepted by Pulse Markets for any errors or omissions or
misstatements, however caused or arising. References in this publication to data may rely on third parties over
which Pulse Markets does not have any control or accepts no responsibility. Any opinions, forecasts or
recommendations reflect the judgment and assumptions of Pulse Markets on the basis of information as at the
date of publication and may later change without notice. Subsequent changes in circumstances may occur at
any time and may impact the accuracy of the information. Pulse Markets is under no obligation to update you
with any subsequent changes.
This report is published solely for informational purposes and is not to be construed as a solicitation or an offer
to buy any securities or financial instruments.
Each member of Pulse Markets excludes to the full extent permitted by law all liability of whatever kind,
whether in negligence, tort, contract or under fiduciary duties strict liability or otherwise, for any loss or
damage of any kind (including without limitation indirect, incidental or consequential loss or damage, whether
reasonably foreseeable or not) however arising in relation to the publication of this document, including any
reliance on it or making any transaction in respect of any financial products or strategy mentioned in it.
All intellectual property rights in this report are, and at all times remain the property of Pulse Markets unless
otherwise attributed. No parts or whole may be reproduced without authorisation by Pulse Markets.
General Advice Warning. Being general advice, this report does not take account of your objectives, financial
situation or needs. Before acting on this general advice you should therefore consider the appropriateness of
the advice having regard to your situation. We recommend you obtain financial, legal and taxation advice
before making any financial investment decision.
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