Graphex Mining (GPX AU, market cap A$25m)
Commentary prior to a site visit to the Chilalo project
We will be undertaking a site visit to the Graphex/Chilalo graphite project next week. All mining
projects in Tanzania have stalled, pending a final review of the Tanzanian Mining Act. We get the
feeling that an outcome is imminent, perhaps crystallised by the resolution of the dispute between
Barrick Mining (and subsidiary Acacia) and the Government of Tanzania. We will be travelling to
Dodoma, Tanzania’s capital, next Monday for discussions with senior bureaucrats and (hopefully)
politicians.
This week’s Government-led mining round table will undoubtedly see a strong push from the miners
(and particularly devco’s) toward an early resolution of outstanding issues. There is little doubt in our
mind that Tanzania will ultimately become one of the leading producers of coarse flake graphite, with
quality characteristics far surpassing deposits in other domiciles.
Prior to our visit we have undertaken comparatives for GPX with its graphite peers in Tanzania. What
stands out is that despite the high grade and high margins on GPX’s Chilalo project and the fact that
GPX has a funding solution for the project, the company is one of the lowest valued by market
capitalisation (at ca. A$22m). This seems far too cheap to us, and at sub A$0.30/share is trading at
roughly 15% of our fully financed NPV per share (A$1.69).
Importantly GPX is the only Tanzanian graphite devco which has a full funding solution. GPX is now
working to complete a final DFS by 4Q19 one of the important conditions precedent for the Castlelake
funding package. All other graphite devco’s have completed DFS, but there are few signs of final
funding outcomes.
MiFID II compliance statement: Bridge Street Capital Partners are Corporate Advisors to GPX and
receive fees from GPX for services provided. See disclaimer/disclosure for more detail.
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The following charts draw comparisons between GPX and its Tanzanian peer group…
At Stage 1 production, GPX/Chilalo is forecast to deliver the second highest production levels (behind
Blackrock).

GPX/Chilalo has the largest average flake size and therefore the highest basket price.
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(Note: KNL’s basket price looks a little high against its peer group)
GPX/Chilalo reserve head grade is the second highest (after Walkabout) and delivers ‘mid-field’ cash
costs.

As a result of the high basket price and mid-field cash costs GPX/Chilalo’s margins are the highest
amongst its peers.
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GPX/Chilalo’s capital intensity is low (with WKT) expressed on a US$/annual tonne for production for
Stage 1.
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As reserves stand currently, GPX/Chilalo offers one of the shorter mine lives. The DFS is targeting 15
years (at a 108ktpa production rate) and we know the resource potential is excellent.

A combination of low capital intensity and high margins delivers the best economic returns for
GPX/Chilalo (Stage 1) with a sub-1 year payback period.
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Note that all projects other than Chilalo are at DFS status. GPX is aiming to complete the Chilalo DFS
by 4Q19.
One area of concern within the sector relates to the quality of product offtake agreements. Several
of the companies state they have “binding offtakes”. As Phil can discuss in more detail, many of these
do not stand detailed scrutiny. Most offtakes quoted are condition on production, financing and often
with 60 day termination notices. Surprisingly few (in fact none) have a negotiated offtake price for
the product, which is normal for an offtake agreement. As we know, Phil Hoskins has been very careful
not to overstate the security of Chilalo’s offtake.

The conclusion is therefore fairly self-evident: GPX seems dramatically underpriced, with excess
risk perhaps being apportioned to the completion of the DFS. To have a market cap the equivalent
of Volt, a much smaller producer with significantly lower margins and a +4 year payback makes no
sense to me.
A more detailed report, with a valuation, will be prepared following our forthcoming site visit.

Dr CK Baker
May 2019
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By downloading this report you acknowledge receipt of our Financial Services Guide, available on our web
page www.bridgestreetcapital.com.au.
Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663;
Level 14, 234 George Street, Sydney NSW 2000
Bridge Street Capital Partners Pty Ltd is providing the financial service to you.

General Advice Warning
Please note that any advice given by Bridge Street Capital Partners Pty Ltd or its authorised representatives (BCP)
is GENERAL advice, as the information or advice given does not take into account your particular objectives,
financial situation or needs. You should, before acting on the advice, consider the appropriateness of the advice,
having regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or
possible acquisition, of a particular financial product you should read any relevant Prospectus, PDS or like
instrument.
Disclaimers
BCP does not warrant the accuracy of any information it sources from others. BCP provides this report as an
opinion held at a point in time about an investment or sector. BCP has no obligation to update the opinion unless
you are a client of BCP. Assessment of risk can be subjective. Historical information may not translate into
future performance. Portfolios of investments need to be well diversified and the risk appropriate for the
investor. BCP does not stand behind the capital value or performance of any investment. To the fullest extent
permitted by the law, BCP disclaim any liability for any loss or damage arising from the use of, or the reliance
on, any information within the report whether or not caused by any negligent act or omission of BCP. Overseas
investors acknowledge that BCP has not solicited their business and that they have accessed this report while
searching for information on Australian companies.
Disclosures
Dr Chris Baker, an authorised representative of BCP, certifies that the advice in this report reflects his honest
view of the company. He has 29 years investment experience in wholesale capital markets. He worked as a
mining analyst for brokers BZW and UBS for 11 years and has a further 16 years’ experience as a mining analyst
and portfolio manager with Colonial First State and Caledonia Investments. He now provides independent
financial advice on a part time basis. He may own securities in companies he recommends but will declare this
when providing advice. He currently owns shares and options in GPX. He is remunerated by BCP but is not paid
a specific fee for providing this report. BCP are Corporate Advisors to GPX and receive fees from GPX for services
provided. BCP, its directors and consultants may own shares and options in GPX and may, from time to time,
buy and sell the securities of GPX.
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Appendix 1
US Disclaimer: This investment research is distributed in the United States by Bridge Street Capital Partners
Pty Ltd and in certain instances by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to
major U.S. institutional investors, as defined in Rule 15a-6 promulgated under the U.S. Securities Exchange
Act of 1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission.
This investment research is not intended for use by any person or entity that is not a major U.S. institutional
investor. If you have received a copy of this research and are not a major U.S. institutional investor, you are
instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to
Bridge Street Capital Partners Pty Ltd or to Enclave. The analyst(s) preparing this report are employees of
Bridge Street Capital Partners Pty Ltd who are resident outside the United States and are not associated
persons or employees of any U.S. registered broker-dealer. Therefore, the analyst(s) are not subject to Rule
2711 of the Financial Industry Regulatory Authority (FINRA) or to Regulation AC adopted by the U.S.
Securities and Exchange Commission (SEC) which among other things, restrict communications with a subject
company, public appearances and personal trading in securities by a research analyst. Any major U.S.
institutional investor wishing to effect transactions in any securities referred to herein or options thereon
should do so by contacting a representative of Enclave. Enclave is a broker-dealer registered with the SEC and
a member of FINRA and the Securities Investor Protection Corporation. Its address is 19 West 44th Street,
Suite 1700, New York, NY 10036 and its telephone number is 646-454-8600. Bridge Street Capital Partners
Pty Ltd is not affiliated with Enclave or any other U.S. registered broker-dealer
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