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Avenira (AEV) has experienced numerous teething issues with the
processing plant at its Baobab Phosphate Project in Senegal. Most of
the issues have related to the wet screening plant and the
requirement to reduce moisture content of the product to levels
acceptable to customers. This has resulted in the deferral of the first
shipment of Boabab phosphate by several months and seen net cash
move from a very healthy $32.0m to $4.5m over the period from 1
April to 31 December 2016. We retain our Speculative Buy
recommendation, whilst also highlighting a reduction in our valuation
from $0.25/sh to $0.185/sh, due to project commissioning delays and
a reduction to our rock phosphate price assumptions.
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AEV initially expected dispatch of the maiden shipment of Baobab rock
phosphate concentrate to occur late in the September 2016 quarter. This
was revised to the December 2016 quarter and, most recently, the March
2017 quarter. Whilst product sales have been delayed, AEV has continued
to incur operating costs and some refurbishment expenses to the
processing plant to ensure product specifications are met.
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Time slippage has also been experienced on the update of the Resource
estimate on the Gadde Bissik area, immediately adjacent to the current
Small Mine Permit (SMP) area of the Baobab Project. The delay related to
slow delivery of analytical data from an independent laboratory, with the
revised Resource estimate now expected in this current quarter. We then
expect work to be completed on the Large Mine Permit Application, which
is very important if the full value of the Baobab Project is to be realised by
AEV.





AEV has consumed most of its cash reserves in getting to this point with
the Baobab phosphate project. It has not been smooth sailing, particularly
given the recent changes to the Board of Directors, specifically the
departure of its Managing Director in January 2017. We are conscious that
the risk profile of the Company has increased and highlight the speculative
nature of an investment in AEV at this point in time.
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An investment in this company should be
considered speculative and note assumptions
employed are contingent on broader market
conditions remaining supportive. These can
change at short notice. Recommendations are
current at the time of publication.

12 Month Share Price Performance

AEV has established finance facilities with a Senegalese bank, CBAO
Groupe Attijariwafa Bank. There is a secured working capital loan of XOF2
billion at 6.75% interest rate, which is fully drawn (c.A$4.45m)and a samesized unsecured trade finance facility at 7% interest rate which remained
undrawn.
AEV is well placed to participate in any recovery in crop nutrient markets,
which have strong demand fundamentals but are currently experiencing
supply gluts. The hard work currently being conducted in commissioning
the Baobab Project Small Mine Permit could bear fruit as there is significant
optionality in: 1) expansion of its existing operations after being granting a
Large Mine Permit; 2) its other projects in Senegal; 3) the large, low grade
resource at Wonarah in the Northern Territory; and 4) AEV’s exclusive
licence to utilise the Improved Hard Process technology in Australia and
Senegal.
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Global rock phosphate prices were weak during the December 2016
quarter. However, AEV stated that market conditions are now stabilising.
We have observed that it seems to be a “buyer’s market” for rock
phosphate at the moment. This has been somewhat reflected by recent
commentary from AEV suggesting that “establishing long-term relationships
with end users is an important priority” and the statement that the market
for Baobab product is currently soft and in oversupply and that it is likely
that the Company will make “an operating loss initially as it earns and
establishes its reputation in the market”.
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SUMMARY OF DECEMBER QUARTER
As at 31 December 2016, AEV held cash of $9.0m, compared to $14.3m as at 30 September 2016. During the
quarter, the Company would’ve experienced net cash outflows of $9.8m, if not for the receipt of $4.45m from a
working capital debt facility. AEV anticipates that it will have cash outflows of $5.85m in the March 2017
Quarter; however, the Company is anticipating completing its first shipment of product during the period. AEV
has not provided any guidance of anticipated receipts.
During the December quarter, AEV completed mining at its Stage 1 pit. Currently, the Company has in excess
of 30kt of product on drying pads which equates to c. US$3m in inventory. It has experienced significant
issues associated with the drying of product; which has led to the delay in the shipment of the first product by
several months.
The fast-tracking of the development of the Baobab Phosphate Project without conducting a Definitive
Feasibility Study on it has saved the Company significant time and money. However, the trade-off has been
that it has experienced a steep learning curve and suffered time delays in ramping up production to
nameplate. AEV has engaged with mineral processing consultants Consulmet, in an effort to lower its
operating costs.
Much of the value to be unlocked in AEV is dependent on the granting of a Large Mine Permit that will allow it
to mine at a much higher throughput reducing operating costs, as well as unlocking a significantly Resource
and increasing Mine Life. Very little information was given with regards to the application for a Large Mine
Permit over the Baobab Phosphate Project; we are vigilantly watching the outcome of the application.

Product Drying Issues
AEV has experienced significant issues associated with drying of the phosphate product for export. Stringent
moisture content requirements by product end users have delayed the first shipment. Export of the first
shipment was originally slated by the Company for late September 2016, then the December 2016 quarter.
However, AEV now anticipates that it will ship the first product during the March 2017 quarter and hasn’t
announced it yet.
The climate of Thies, a major city centre close to the Small Mine Permit (SMP), is categorised by two distinct
dry and wet seasons. The wet season has peak rainfall occurring in August and September where average
monthly rainfall is c. 180mm and c. 140mm respectively (refer Figure 1).
Figure 1: Thies Rainfall Statistics
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Figure 2: Thies Temperature
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Peak dry season is in the March and June quarters, the Company has identified the low product drying rate,
and is taking action to improve it. It is concerning to us that the Company has continued to experience the
drying issues it has after the wet season. However, AEV purchased a hydrocyclone in the December 2016
quarter, which should alleviate some of the issues it is experiencing.
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Baobab Finance Facility
AEV's 80%-owned Gadde Bissik Phosphate Operations Suarl successfully established both a $4.45m working
capital facility and a $4.45m trade facility through CBAO Groupe Attijariwafa Bank, a local Senegalese bank.
The Company has drawn down on the working capital facility.
The key features of the facility as reported by the Company are:
1.

Working capital facility:
a. Amount: CFA Francs (XOF) 2 billion (c. A$4.4 million) ;
b. Interest rate: 6.75%;
c. Term: 5 years;
d. Repayment Terms:
i. No principal or interest repayments for 12 months;
ii. 48 equal principal plus interest payments;
e. Standard security arrangements over all assets of Gadde Bassik Phosphate Operations.

2.

Trade facility:
a. Access to an additional XOF 2 billion (c. A$4.4 million) for the financing of export
receivables, if required.
b. Unsecured
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VALUATION
We have lowered our sum-of-parts valuation of AEV to $0.185/sh, down from $0.25/sh. We applied a
Discounted Cash Flow (DCF) methodology to the valuation of the Baobab SMP, Baobab Expansion, and
AEV’s corporate costs. Nominal values were given to the exploration assets of Wonarah and Gossas, as well
as for AEV’s share in JDC Phosphate Inc. The Company’s net cash balance was added to the valuation. The
valuation methodology for each segment is described in further detail below:


We used a US$ DCF valuation for the Boabab SMP, applying a discount rate of 15%. We have
updated our phosphate commodity price deck, which has negatively impacted our valuation of the
SMP. We have derived a value on the whole Baobab SMP Project of US$50.7m which is c. 16%
lower when compared to our initial valuation of US$60.4m. This values AEV’s 80% share of the
Project at US$40.6m. Using our long-term exchange rate assumption of US$0.74/AUD, we derived a
final AUD valuation of $53.5m for AEV’s share of the Project.



Similar to the Baobab SMP, we have conducted a US$ DCF estimate on the Boabab Expansion
Project. We have applied a higher discount rate of 18% to account for uncertainties associated with
delivery of the Project. In particular, we highlight the uncertainties associated with obtaining a permit
to undergo the Expansion, entering offtake arrangements for sufficient quantities to underpin
expanded rock phosphate production, as well as proving that the Company can overcome moisture
issues that continue to hamper sale of the first product. This has valued the entire expansion at
US$66.8m, with AEV’s 80% share valued at US$53.5m. Using an exchange rate of US$0.74/AUD,
we derived a final valuation of $72.3m for AEV’s share of the Expansion Project.



Our valuation of AEV’s corporate costs remains the same. We used a DCF methodology to value the
Company’s future corporate costs, applying a discount rate of 10%; this derived a value of -$38.5m.



A nominal value of $6m was assigned to the Wonarah Project.



AEV’s Senegalese exploration asset, the Gossas Project, was assigned a nominal value of $5m.



A nominal value of $4m was assigned to AEV’s investment in JDC Phosphate Inc, the owner of the
Improved Hard Process technology.



We have included net cash of $4.5m (as at 31 December 2016) in our valuation.

The total sum-of-parts valuation derived $108.1m for AEV. On a per share basis valuations were calculated
using the number of shares issued of 526.8m, as well as the total number of contingent share rights of 50.05m
and c5.1m in-the-money options, for a fully-diluted total number of shares of 581.95m.
Figure 3: Valuation Matrix

Valuation (DCF)
Baobab SMP @15%
Baobab Expanded @ 18%
Wonarah
Gossas
JDC Phosphate
Corporate
Net Cash
Total

US$
40.6
53.5

A$
54.8
72.3
6.0
5.0
4.0
-38.5
4.5

A$/sh
0.094
0.124
0.010
0.009
0.007
-0.066
0.008

108.1

0.185

Source: Patersons Securities Limited

We have not extended our DCF valuation model to earnings forecasts, at this stage. Given that the Project
has not had a feasibility conducted on it and there is no published financials to go by, we would rather wait for
commercial output to be confirmed, before estimating Profit and Loss and Financial Statement forwardestimates.
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DESCRIPTION OF ASSETS AND OPERATIONS
AEV is a phosphate mining company, with two projects located in Senegal and one in the Northern Territory,
Australia. The Company’s single production asset, the 80% owned Baobab Phosphate Project in Senegal, has
JORC 2012 total Indicated and Inferred Resources of 99.6Mt at 19.3% P2O3.

Boabab Phosphate Project
AEV had initially become involved in the Baobab Project in January 2014 while searching for new assets. The
Company announced it intended to purchase the Project from Agrifos Partners LLC (Agrifos), a US-based
fertiliser group, in April 2015 and the transaction was finalised in September 2015. Agrifos was issued 100m
fully paid shares, 80m options with a strike price of $0.25/sh exercisable on 24 September 2019, and a further
80m performance rights with varying conditions, as payment for the project.
The main phosphatic unit in the Baobab Project varies in thickness from 1 to 10m, with the thicker areas
occurring as pod-like bodies, with grades vary from 5% to 35% P2O5. Above the main phosphate unit, a layer
of aluminium phosphate occurs with thickness between 1m and 5m, grades typically in the range of 1% to 5%
P2O5. The phosphatic units are overlain by unmineralised clayey sands ranging in thickness between 20m and
40m.
Figure 4: Avenira’s Senegalese Assets

Source: Avenira Limited

The Company’s producing mine, the Small Mine Permit (SMP), which is within the Baobab Phosphate Project,
contains Indicated and Inferred Resources of 28.6Mt at 20.4% P 2O3.
The SMP is accessible via a 145km journey along two established roads. 120km of the journey is on the
sealed roads from Dakar to the town of Bambey, a further 25km on well-maintained gravel roads takes you to
the centroid of the project. Once mined, phosphate is run through the primary screening and crushing plant
and stockpiled within the project for wet screening. Once crushed, water is added to the solids and pumped as
31% solids slurry to a series of ultrafine screens. Oversized material from the screens is the final product and
the undersize material is pumped out as rejected material. The final product is then dried in the Product Drying
Area, which is formed from compacted crushed ROM feed. The dried product is then turned using a tractor
until the moisture content is suitable for transport. The final product is loaded into transport trucks by a front
end loader and trucked to holding facilities at the Port in Dakar.
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Mineral Resources, Baobab
Figure 5 below outlines the JORC (2012) compliant Mineral Resources contained at the Boabab Project. As
yet, no Ore Reserves have been released to the market.
Figure 5: Baobab Project, Senegal
Area

Resource
Category

Mt

P2O5 (%)

CaO (%)

MgO (%)

Al2O3 (%)

Fe2O3 (%)

SiO2 (%)

Gadde
Within SMP
Bissik East
Within SMP

Indicated

12.6

21

28.8

0.08

2.05

3.3

41.3

Inferred

16

20

28

0.13

2.2

3.9

42

Outside
SMP

Inferred

64

19

26

0.12

2.8

4

43

Combined

Inferred

80

19

26

0.12

2.7

4

43

Gadde Bissik West

Inferred

7

18

24

0.17

4.8

6.3

40

Total

Indicated

12.6

21

28.8

0.08

2.05

3.3

41.3

Inferred

87

19

26

0.13

2.9

4.2

43

Source: Avenira Limited, Patersons Securities Limited
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Exploration & Technology
AEV’s most significant exploration asset is the wholly-owned Wonarah project in the Northern Territory, which
hosts one of Australia’s largest phosphate Resources of 550Mt at 21.2% P 2O3 (using a cut-off grade of 15%).
2
It also owns significant exploration rights in Senegal through the 2013km Gossas Project, which is located
directly south of the Baobab Phosphate Project. In addition to phosphate projects, AEV is a minority
shareholder in JDC Phosphates Inc., a developer of phosphate rock processing technology, which, once
commercialised, AEV has exclusive rights of use in Australia and Senegal.
The JDC Phosphate technology is the key to unlocking the Resources available in Wonarah. Converting low
grade Phosphate rock into high concentration and purity Phosphoric acid, the tech would facilitate a significant
reduction in costs for the project.
Figure 6: JDC Phosphate Technology

Source: KEMWorks Technology, Inc.
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BOARD OF DIRECTORS/ KEY PERSONAL
Dr. Christopher Pointon – Chairman
Christopher Pointon, who is based in the United Kingdom, is a respected mining executive with public
company board and operational management experience. Dr. Pointon trained as a geologist and has over 35
years’ experience in the resources sector, initially with Rio Tinto and subsequently with Royal Dutch/Shell,
Gencor and BHP Billiton where he was a member of the Executive Committee from 2001 to 2006. He has
since served on the boards of a number of public and private companies.
Dr. Pointon’s experience includes exploration, operations management, mergers, acquisitions, posttransaction integration and change management. He has led acquisition and aggressive growth initiatives as
well as major turnarounds and divestments and he has operated in Australia, Africa, Asia, South America and
Europe.

Farouk Chaouni – Non-Executive Director
Farouk Chaouni is a principal and the Chairman of the Agrifos Group. Mr. Chaouni is an experienced
executive with within the phosphate fertiliser industry. He was involved in numerous transactions in the U.S.
phosphate fertiliser industry including the acquisition of the fertiliser assets of W.R. Grace (Seminole
Fertilizer), the acquisition of the Wingate Creek Mine, and the re-commissioning of the Mississippi Chemical
Pascagoula phosphate fertiliser plant. Mr. Chaouni served as the Chairman of Seminole Fertilizer until its sale
to Tosco in 1989.
In 1998, Mr. Chaouni was instrumental in Agrifos’ acquisition of ExxonMobil’s Pasadena phosphate fertiliser
plant, which was converted to an ammonium sulfate plant in 2011 and sold to Rentech Nitrogen Partners in
2012. Prior to launching his entrepreneurial activities in the U.S., Mr. Chaouni was the Commercial Director of
Office Chérifien des Phosphates (OCP), the large Moroccan phosphate company, where he was responsible
for worldwide phosphate rock and fertiliser sales and raw material purchases.

Timothy Cotton – Non-Executive Director
Timothy Cotton has over two decades of experience in the phosphate mining and fertiliser sector, with a
strong focus on business and project development, strategic transactions, M&A and finance. Mr. Cotton is
Vice Chairman and a principal in the Agrifos Group of companies, which include Agrifos Partners LLC,
Baobab Partners LLC and Vulcan Phosphates LLC. The Agrifos Group is a significant shareholder in AEV and
in JDCPhosphate, Inc. (see significant shareholders section above).
Mr. Cotton began his career in the merchant banking department of Kidder, Peabody & Co., later becoming a
vice president at Lepercq, de Neuflize & Co., a New York-based investment bank. Mr. Cotton formed the
Agrifos Group with his partner, Mr. Farouk Chaouni, in 1993.

Ian McCubbing – Non-Executive Director
Ian McCubbing is a Chartered Accountant with more than 25 years’ corporate experience, principally in the
areas of corporate finance and M&A. He has spent more than 13 years’ working with ASX-listed companies in
senior finance roles, including positions as Finance Director and Chief Financial Officer in industrial and
mining companies.
Mr. McCubbing is a Non-Executive Director of Swick Mining Services Limited and Kasbah Resources. In
addition to these roles Mr. McCubbing is a Non-Executive Chairman for Rimfire Pacific Mining NL.

David Mimran – Non-Executive Director
David Mimran brings to the AEV team tremendous knowledge and experience in operating within West Africa.
Mr. Mimran is head of Tablo Corporation, Miminvest SA, and Mimran Natural Resources, all established as
investment vehicles into West Africa’s natural resource sector by Mr. Mimran and the Mimran Group, a family
conglomerate with a history of successful business operations in Africa and Europe.
He is currently a Director of the Mimran Group, and on Board of Trustees for Mount Sinai Hospital in New
York City. Mr. Mimran currently acts as Special Advisor to the government of the Republic of Cote D’Ivoire
where he has led negotiations with the International Monetary Fund, the World Bank, the European Union,
and the Government of the Republic of France.
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Rod Wheatley – Chief Financial Officer / Company Secretary
Rod Wheatley is a senior accountant who has worked within the oil and gas, and resource industry for in
excess of 12 years in the capacity of company accountant, group financial controller and chief financial officer.
Mr. Wheatley joined AEV (formerly Minemakers) in 2009 as Group Financial Controller and was appointed
Chief Financial Officer in 2011. Prior to joining AEV, Mr. Wheatley held senior accounting positions in a
number of ASX and AIM listed production and exploration companies. He has extensive experience in
management and project accounting, financial reporting at national and international levels, mergers and
acquisitions and implementation of accounting systems and procedures.

Russell Fulton – Geology Manager
Russell Fulton joined AEV in 2007 as Geological Manager. With almost 30 years’ experience in the minerals
industry; he has been involved in exploration for an extensive range of mineral commodities in varied
geological settings in addition to university-based research into mineral systems. He has a wealth of
experience in the planning, implementation and management of exploration activities in remote and
challenging environments including Tasmania, Northern Australia, South-East Alaska and West Africa.

Paul Richardson – Project Director (Senegal)
Paul Richardson is the Project Director with responsibility for development of the Gadde Bissik Project in
Senegal. A graduate in Mineral Processing Technology and an Associate of the Camborne School of Mines
(UK), Mr. Richardson has 33 years’ experience in mining and mineral processing operations, including
experience in Phosphate, Nickel, Lead, Zinc, Tin, Tantalite, Gold & Copper mining operations. Since 1986 he
has held managerial positions as Superintendent, Resident Manager, and General Manager, managing multidisciplined teams ranging in size from 90 to 450 employees for both open pit and underground mining
operations.

Manar BA – Director General (Senegal)
Manar BA is the founding manager of Atlas Resources Sarl which became Baobab Mining and Chemicals
Corporation SA after merging with Agrifos West Africa SA. Mr. BA is graduated in business law and
administration of the Universities of Paris I – Sorbonne (France) and Berkeley School of Law – Boalt Hall (UC
Berkeley-USA) and heads the project since its beginning in 2011. Current General Manager of BMCC SA, Mr.
BA has a solid experience in the management of Senegalese companies in the areas of trade and mining and
has built a strong relationship with the local populations around the project areas.

John Ribbons – Company Secretary
John Ribbons is an accountant who has worked within the resources industry for over 18 years in the capacity
of company accountant, group financial controller, chief financial officer or company secretary. Mr. Ribbons
has extensive knowledge and experience with ASX listed production and exploration companies. He has
considerable site based experience with operating mines and has also been involved with the listing of several
exploration companies on ASX. Mr. Ribbons has experience in capital raising, ASX and TSX compliance and
regulatory requirements. Currently, Mr. Ribbons is a director of Montezuma Mining Company Limited.
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