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Analyst Date Price Target

Steven Clark 28th June 2022 $1.05/sh 

Precursor Production Facility Tour

Event

We recently attended a tour of the Stage 1 Precursor Production 
Facility (PPF) component of A4N’s HPA First Project, located adjacent 
to chemical counterparty Orica Ltd’s (ORI.ASX) Yarwun Facility within 
the Gladstone State Development Area. The PPF will initially produce 
~350tpa of 5N+ purity Al-precursors, with A4N recently awarded 
A$15.5m under the federal government’s Critical Minerals Accelerator 
Initiative to further expand Al-precursor production capacity to ~400tpa 
and upscale the Stage 1 HPA and boehmite circuits. The PPF remains 
on schedule for commissioning in late SepQ’22 as a standalone facility 
prior to integration with the commercial full-scale plant, after which the 
PPF will serve as a dedicated 5N+ Al-Sulfate production unit. 

Recent product marketing updates continue to outline robust end user 
demand for A4N’s expanded product suite across all target sectors. 
Although the execution of maiden product offtake agreements has 
taken longer than originally anticipated, we remain encouraged by 
i) further third party validation provided by the cumulative award of 
A$56m in federal government grant funding, ii) indicative end user 
demand for large commercial supply volumes and iii) continued end 
user recognition of A4N’s best-in-class purity under recent product 
qualification and testwork. Successful execution under the PPF will 
be pivotal in converting end user engagement to signed offtake 
agreements, in our view. 

Impact
	y We have maintained our modelled FY23 revenue/EBITDA 

contribution of A$21m/A$10m from the PPF under our 350tpa 
base case production scenario, reflecting the commencement of 
production from the PPF in early DecQ’22.

	y A4N remains fully funded through to initial cash flows from the PPF 
(A$35.5m capex) and partially funded for the full-scale plant; we 
forecast an FY22e exit cash position of A$18m prior to the receipt of 
grant proceeds (A$56m) and the potential exercise of 41.6m in-the-
money unlisted options expiring in Jul’22 (~A$11m).

	y We retain our full-scale plant capex assumption of A$308m (incl. 
contingency) in line with the Mar’20 DFS on the expectation that 
capex reductions arising from the partial diversion of HPA equivalent 
production (originally 10ktpa) to Al-precursor production capacity 
will be largely offset by cost inflation under the approaching BFS 
release.

	y Our risk-adjusted NPV10% valuation reflects steady-state EBITDA 
of A$250m, which we look to with an upward bias in light of an 
unmodelled uplift in margins anticipated from the production of 
A4N’s 5N Al-precursor and boehmite offerings at commercial scale.

Action

Speculative Buy rating and Price Target of $1.05/sh maintained. 

Alpha HPA Ltd� Year End 30 June
Share Price		  0.40	 A$/sh
Price Target		  1.05	 A$/sh
Valuation		  1.03	 A$/sh
			 
Shares on Issue		  796	 m
Market Capitalisation		  318	 A$m 
Enterprise Value		  300	 A$m 
Cash (Jun’22e)		  18	 A$m 
Debt (Jun’22e)		  Nil	 A$m 
Largest Shareholder	     Norman Seckold		 8.5%

Production Forecast	 2023F	 2024F	 2025F
4N+ HPA (kt)	  -   	  5.2 	  9.2 
5N+ Al-Precursors (kt)	  0.29 	  0.35 	  0.35 

Assumptions	 2023F	 2024F	 2025F
4N+ HPA Price (US$/kg)	 20	 20	 23
Operating Costs (US$/kg)	 0.0	 6.5	 6.5
AUD/USD (x)	 0.73	 0.74	 0.74

Key Financials	 2023F	 2024F	 2025F
Revenue (A$m)	 21	 165	 304
EBITDA (A$m)	 11	 118	 222
NPAT (A$m)	  (8)	 63	 131
Cashflow (A$m)	  (7)	 73	 149
			 
EPS (A$/sh)	  (0.01)	  0.08 	  0.17 
EV/EBITDA (x)	 na	 4.2	 1.4
EV/EBIT (x)	 na	 4.6	 1.5
			 
DPS (A$/sh)	 0.0	 0.0	 0.0
Dividend Yield (%)	 0%	 0%	 0%
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Disclaimer

Euroz Hartleys declares that it has acted as 
underwriter to and/or arranged an equity issue 
in and/or provided corporate advice to Alpha 
HPA Ltd during the last year. Euroz Hartleys has 
received a fee for these services. 

This analyst declares that he has a beneficial 
interest in Alpha HPA Ltd.

Alpha HPA Ltd
(A4N $0.40) Speculative Buy
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Key Catalysts

The execution of initial large volume offtake agreements remains the 
most material catalyst for a rerating, in our view. In the near term, we 
anticipate the release of a bankable feasibility study incorporating final 
commercial allocations across A4N’s expanded product suite, to be 
followed by a final investment decision for the full-scale project and 
project financing. The commencement of commercial production from 
the PPF also presents as a key near-term project de-risking milestone. 

Discussion

We were particularly impressed with the scale of the PPF and 
accordingly the implied scale of the full-scale operations at the HPA 
First Project. The construction of the PPF has advanced to lock-
up stage, with the mechanical installation of the front-end solvent 
extraction modules and crystallisation phase of the flowsheet 
approaching completion at the time of our site visit. Construction of the 
drying, calcination and milling phases of the PPF flowsheet is guided for 
completion in H2 CY22. 

Risk to achievement of the originally guided SepQ’22 commissioning 
of the PPF in the face of global supply chain issues has been largely 
mitigated by the securing of long lead items immediately subsequent to 
A4N’s Jun’21 placement. Successful scale up to the initial production of 
~350tpa under the PPF presents as a key de-risking milestone through 
the lens of end users and project financiers, particularly considering the 
scale up from demonstration to PPF scale will be greater than the scale 
up from PPF to full-scale operations. 

 

Source: Euroz Hartleys

Alpha HPA Ltd
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Alpha HPA Ltd
(A4N $0.40) Speculative Buy

 

Solvent extraction module installation, source: Euroz Hartleys

Whilst modest as a standalone facility in terms of free cash generation, 
we continue to see significant value in the capacity of the PPF to 
immediately service demand for A4N’s 5N Al-precursors and establish 
market share in advance of initial production from the full-scale plant. 
The PPF will utilise the same suppliers for feedstock (Rio Tinto Ltd) 
and process reagents (Orica Ltd) as the full-scale plant, with the sole 
difference being the delivery of reagents to the PPF via truck load-out 
(as opposed to pipe connections to Orica’s adjacent Yarwun facility).

Noting the production of both Al-Nitrate and Al-Sulfate excludes the 
drying, calcination and milling phases of the flowsheet used to produce 
HPA powder and pellets, we estimate that production of Al-precursors 
at commercial scale will displace originally guided HPA production at a 
ratio of ~6.5:1 at a comparatively lower unit cost (i.e. diversion of 1.0kt 
of HPA equivalent capacity equates to an additional 6.5kt of precursor 
capacity).

In the absence of clarity on final commercial allocations, pricing and 
unit costs at scale, our modelling of cash flows from the full-scale plant 
conservatively does not incorporate the material uplift in earnings we 
anticipate from the commercial scale production of Al-precursors. 
Consequently, we view the approaching release of a BFS for the full-
scale project as a material catalyst. 
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Key Variables
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Our Market Sensitivity 
Price Target: $1.05/sh 
Valuation: $1.03/sh

Bull Scenario: $1.50/sh 
A4N realises prices materially in excess of our LT 
weighted avg. assumption of US$25/kg subse-
quent to commercialisation. HPA purity of 5N+ is 
achieved with margins assisted by the successful 
penetration of A4N’s 5N Al precursors at com-
mercial scale. 

Base Scenario: $1.05/sh 
A4N successfully commercialises the HPA First 
project and ramps up to nameplate capacity 
of 10ktpa of HPA equivalent. A4N realises a LT 
weighted avg. basket price aligned with our LT 
assumption of US$25/kg whilst achieving an 
operating cost profile aligned with Mar’20 DFS 
metrics.

Bear Scenario: $0.30/sh 
A4N’s proprietary flowsheet is replicated by 
competitor(s) and/or A4N fails to secure offtake 
agreements and in turn funding for commerciali-
sation of the HPA First Project. 

Company Summary
Alpha HPA Ltd’s HPA First Project represents the 
commercialisation of the production of ~10ktpa 
equivalent of high purity alumina (HPA) and re-
lated high purity precursor products using A4N’s 
proprietary licenced solvent extraction and HPA 
refining technology. The disruptive, low-carbon 
process technology provides for the extraction 
and purification of aluminium from an industrial 
feedstock to produce 4N (>99.99% purity) alu-
mina and 5N (>99.999% purity) for sale into the 
lithium-ion battery and LED lighting industry.

Disclaimer
The projections and information above is based 
on the set assumptions outlined. Due care and 
attention has been used in the preparation of this 
information. However actual results may vary 
from forecasts and any variation may be materi-
ally positive or negative. Forecasts by their very 
nature, are subject to uncertainty and contingen-
cies, many of which are outside the control of 
Euroz Hartleys.

Alpha HPA Ltd
(A4N $0.40) Speculative Buy
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Market Statistics� Year End 30 June
Share Price	 0.40	 A$/sh
Issued Capital		
Fully Paid Ordinary 	 796	 m
Options	 85	 m
Total Dil. FP Ord	 880	 m
		
Market Capitalisation	 318	 A$m
Enterprise Value	 300	 A$m
Cash (Jun’22e)	 18	 A$m
Debt (Jun’22e)	 Nil	 A$m

Directors
Norman Seckold	 Chairman
Rimas Kairatis	 MD
Peter Nightingale	 Director
Justin Werner	 Director
Anthony Sgro	 NED
Cam Peacock	 NED
	
Substantial Shareholders	
Norman Seckold	 8.5%
Regal Funds	 7.5%

Asset Valuation	 A$m� A$/sh
HPA First Project (Risk Adjusted 80%)	  824 	  0.94 
Corporate Overheads	  (18)	  (0.02)
Cash (JunQ’22e)	  74 	  0.08 
ITM Options	  22 	  0.03 
Total	  902 	  1.03 

Forecast Production (A$m)		 2021A	 2022F	 2023F	 2024F
4N+ HPA Production	  kt 	 0.0	 0.0	 0.0	 5.2
5N+ Al Precursors	  kt 	 0.00	 0.00	 0.29	 0.35
4N+ HPA Price	  US$/kg 	 20.0	 20.0	 20.0	 20.0
Operating Costs	  US$/kg 	 0.0	 0.0	 0.0	 6.5

Ratio Analysis (A$m)	 2021A	 2022F	 2023F	 2024F

CF (A$m)	 -8 	 -10 	 -7 	 73 
CFPS (A$/sh)	 -0.98 	 -0.01 	 -0.01 	 0.08 
				  
Earnings (A$m)	 -8	 -7	 -8	 63
EPS (A$/sh)	 -0.97	 -0.01	 -0.01	 0.08
				  
Enterprise Value (A$m)	 293	 434	 467	 448
EV/EBITDA (x)	 na	 na	 na	 4.2
EV/EBIT (x)	 na	 na	 na	 4.6
				  
Net Debt (A$m)	 -50.3	 -75.7	 142.6	 122.9
ND/(ND + Equity) (%)	 na	 na	 57%	 38%
EBIT Margin (%)	 na	 na	 9%	 59%
ROE (%)	 -17%	 -9%	 -8%	 31%
ROA (%)	 -16%	 -9%	 -3%	 16%
				  
Dividends (A$/sh)	 0.0	 0.0	 0.0	 0.0
Div. Payout Ratio (%)	 0%	 0%	 0%	 0%
Div. Yield (%)	 0%	 0%	 0%	 0%
Div. Franking (%)	 100%	 100%	 100%	 100%

Profit and Loss (A$m)	 2021A	 2022F	 2023F	 2024F
(+) Sales revenue	  -   	  -   	  21 	  165 
(+) Interest income	  0 	  -   	  -   	  -   
(+) Other revenue	  1 	  1 	  -   	  -   
Total Revenue 	  1 	  1 	  21 	  165 
(-) Costs of production	  -   	  (0)	  (10)	  (47)
(-) Corporate overheads	  (3)	  (8)	  (8)	  (10)
(-) D&A	  -   	  -   	  (1)	  (10)
(-) Other	  (7)	  -   	  -   	  -   
EBITDA	  (8)	  (7)	  3 	  108 
EBIT	  (8)	  (7)	  2 	  98 
(-) Interest Expense	  -   	  -   	  (10)	  (10)
NPBT	  (8)	  (7)	  (8)	  88 
(-) Minority Interest 	  -   	  -   	  -   	  -   
NPBT (ex-min.)	  (8)	  (7)	  (8)	  88 
(-) Tax 	  -   	  -   	  -   	  (25)
Net Profit	  (8)	  (7)	  (8)	  63 

Cash Flow (A$m)	 2021A	 2022F	 2023F	 2024F
Net Profit	  (8)	  (7)	  (8)	  63 
(+) Working Capital Adj.	  -   	  -   	  -   	  -   
(+) D&A	  -   	  -   	  1 	  10 
(+) Tax Expense	  -   	  -   	  -   	  25 
(-) Tax Paid	  -   	  -   	  -   	  (25)
(+/-) Other	  (0)	  (3)	  -   	  -   
Operating Cashflow	  (8)	  (10)	  (7)	  73 
				  
(-) Capex & Development	  (0)	  (23)	  (261)	  (53)
(-) Exploration 	  -   	  -   	  -   	  -   
(+/-) Other	  -   	  -   	  -   	  -   
Investing Cashflow	  (0)	  (23)	  (261)	  (53)
				  
(+) Equity Issues 	  51 	  -   	  50 	  -   
(+) Loan Drawdown	  -   	  -   	  200 	  -   
(-) Loan Repayment 	  -   	  -   	  -   	  -   
(-) Other	  -   	  58 	  -   	  -   
Financing Cashflow	  51 	  58 	  250 	  -   
				  
BoP Cash Balance 	  8 	  50 	  76 	  57 
(+/-) Net Cashflows 	  42 	  25 	  (18)	  20 
(+/-) FX Adj.	  -   	  -   	  -   	  -   
EoP Cash Balance 	  50 	  76 	  57 	  77 

Balance Sheet (A$m)	 2021A	 2022F	 2023F	 2024F
Assets				  
Cash 	  50 	  76 	  57 	  77 
Current Receivables	  0 	  1 	  4 	  33 
Other Current Assets 	  -   	  -   	  -   	  -   
Non-Current Assets 	  -   	  -   	  248 	  293 
Total Assets	  51 	  76 	  310 	  403 
				  
Liabilities				  
Borrowing(s) 	  -   	  -   	  200 	  200 
Current Accounts Payable	  1 	  2 	  2 	  2 
Other Liabilities	  -   	  -   	  -   	  -   
Total Liabilities	  1 	  2 	  202 	  202 
				  
Net Assets 	  50 	  75 	  108 	  201 

Alpha HPA Ltd
(A4N $0.40) Speculative Buy
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Copyright & Distribution
The material contained in this communication (and all attachments) is prepared for 
the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only. 

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence 
(AFSL 230052) and is a participant of the Australian Securities Exchange Group, 
Cboe and NSX.

The information contained herein is confidential. If you are not the intended 
recipient no confidentiality is lost by your receipt of it. Please delete and destroy 
all copies, and contact Euroz Hartleys Limited on (+618) 9488 1400. You should 
not use, copy, disclose or distribute this information without the express written 
authority of Euroz Hartleys Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities 
as part of their securities business and consequently may have an interest in the 
securities recommended herein (if any). This may include providing equity capital 
market services to the issuing company, hold a position in the securities, trading 
as principal or agent and as such may effect transactions not consistent with the 
recommendation (if any) in this report.

Euroz Hartleys Limited declares that they may have separately or jointly acted as an 
underwriter, arranger, co-arranger or adviser in equity capital raisings, and will have 
received a fee for its services, from or any company mentioned within this report 
during the last 12 months.

You should not act on any recommendation issued by Euroz Hartleys Limited 
without first consulting your investment adviser in order to ascertain whether the 
recommendation (if any) is appropriate, having regard to your objectives, financial 
situation and needs. Nothing in this report shall be construed as a solicitation to buy 
or sell a security, or to engage in or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is 
correct at the time of compilation, however we make no representation or warranty 
that it is accurate, complete, reliable or up to date, nor do we accept any obligation 
to correct or update the opinions in it. The opinions expressed are subject to 
change without notice. No member of Euroz Hartleys Limited accepts any liability 
whatsoever for any direct, indirect, consequential or other loss arising from any use 
of this material.

We cannot guarantee that the integrity of this communication has been maintained, 
is free from errors, virus interception or interference.

The author of this publication, Euroz Hartleys Limited, it’s directors and their 
associates from time to time may hold shares in the security/securities mentioned in 
this Research document and therefore may benefit from any increase in the price of 
those securities. Euroz Hartleys Limited, and its Advisers may earn brokerage, fees, 
commissions, other benefits or advantages as a result of transactions arising from 
any advice mentioned in publications to clients.

To view the Euroz Hartleys’ Quick Comment Disclaimers, please visit the below links:

https://www.eurozhartleys.com/wp-content/uploads/June-Resources-Disclaimers.pdf

https://www.eurozhartleys.com/wp-content/uploads/June-Industrials-Disclaimers.pdf

Analyst Certification
We hereby certify that all of the views expressed in this report accurately reflect 
our personal views about the subject company or companies and its or their 
securities, and we are not in possession of, nor does this Research contain any inside 
information.

No part of our compensation was, is or will be directly or indirectly, related to the 
specific recommendations or views expressed by the authoring analyst in this 
research, nor has any attempt been made to influence this Research.
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