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Triton Minerals 
EPC contractor appointed 
Analysts | Matthew Keane | James Wilson 

Quick Read 

Triton Minerals (TON) has signed a Letter of Intent (LOI) with MCC International 

Incorporation Limited (MCC) for the Engineering, Procurement and Construction 

(EPC) of the Ancuabe Graphite Project in Mozambique. This is a key milestone for 

the Company as it will now move forward with a preferred partner for 

construction and commence discussions on an EPC linked loan facility. 

Importantly, the EPC tender process has identified capex savings of between 20-

25% on those stated in the December 2017 DFS. Ancuabe is an advanced graphite 

development project which will produce a premium large flake, high purity 

product from H2 2019. SPEC BUY recommendation with a $0.14/sh target price. 

Event & Impact | Positive  

EPC appointed and capex reduced significantly: TON has signed an LOI with MCC 

as its preferred EPC contractor for the construction of the Ancuabe Project. MCC 

is a diversified Chinese SOE based in Beijing with business units spanning natural 

resources, manufacturing, equipment fabrication and real estate. In 2015, MCC 

merged into China Minmetals to become China's largest mining company. The 

group has a number of complimentary proficiencies including engineering and 

civil construction. In addition, MCC has strong relationships with major Chinese 

banks and has introduced TON to potential financiers, one of whom has provided 

indicative terms for a loan facility which is expected fund up to 85% of the EPC 

contract at competitive concessional rates (Argonaut est. 3.0-3.5% above LIBOR). 

Through the EPC tender process, TON has flagged potential pre-production capex 

savings of between 20-25% on the US$99.4m DFS estimate to ~US$74-80m. 
 

Quality advantage: The quality and large flake size of the Ancuabe graphite 

product should achieve premium pricing, thus generating strong margins. 

Ancuabe has one of the highest proportions of >180µm flake size distributions 

(i.e. Large to Super Jumbo flake). High purity and larger flake size graphite is 

preferred by end users due to durability under oxidation and versatility of use. 

Ancuabe’s expansion rates are also comparable or better than currently available 

commercially produced expandable graphite. TON is targeting the growing 

battery and expandable graphite markets, but its product is also suited to 

established refractory and recarburiser markets. 

Recommendation 

Argonaut’s NAV valuation for TON is $0.18 (detailed over). We apply a 20% 

discount for financing and development risk to achieve a $0.14/sh target price. 

SPEC BUY recommendation maintained. 

Please refer to important disclosures 

at the end of the report (from page 3) 

Ticker: TON

Sector: Industrial Minerals

Shares on Issue (m):

Options (m): 133.7

Market Cap ($m): 50.1

Net Cash ($m): 5.5

Enterprise Value ($m): 44.6

52 wk High/Low: $0.16 $0.07

12m Av Daily Vol (m):

Development Stage Definative Feasibility Study

Ore Reserves

Tonnes Grade Graphite

Mt % TGC Mt

Ancuabe 24.9 6.2 1.5

Mineral Resources

Tonnes Grade Graphite

Mt % TGC Mt

Ancuabe 46.1 6.6 3.0

Nicanda Hill 1,430.0 11.1 160.0

Nicanda Hill W 30.0 6.6 2.0

Cobra Plains 103.0 5.2 5.7

Vanadium Resource

Tonnes Grade Cont. V2O5

Mt % V2O5 Mt

Nicanda Hill 155.9 0.27 3.9

Key Metrics

Capex US$75m

Steady State EBITDA US$28m

First Production H2 2019

Board

Xingmin (Max) Ji Non-Executive Chairman

Peter Canterbury Managing Director

Patrick Burke Non-Executive Director

Guanghui (Michael) Ji Non-Executive Director

Paula Ferreira Non-Executive Director
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Forging ahead 

Argonaut sees the selection of MCC as the preferred EPC contractor as a key step 

forward for Ancuabe. The TON Board approved development of Ancuabe in 

May/June 2018 for a 60ktpa graphite concentrate operation with a 27 year mine 

life. Ancuabe benefits from a high-quality product, its close proximity to the port 

of Pemba (45km) and a known graphite product which is currently exported from 

the region. TON has already commenced early site works including development 

of a raw water dam, required for construction and operations. A Provisional 

Environmental Licence has been obtained and the applications for a construction 

permit and final environmental licencing are well advanced. These are the key 

prerequisites for construction which is due to commence H2 2018 following 

successful project financing. TON has signed term sheets for over 50% of planned 

Ancuabe production with Chinese firms Haida Graphite and Tianshengda 

Graphite. (Further detail on the project and company are provided in our initial 

report (link: Charging Towards Production). 
 

Valuation 

Argonaut’s revised valuation now incorporates a 25% reduction in pre-

development capex and dilution from a recent entitlement offer ($4.2m raised @ 

$0.08/sh). We maintain a flat basket price of US$1,300/t for graphite in 

concentrate to achieve a project level post-tax, post-finance NPV11 of A$132m 

(previously $107m). Our model assumes ~A$70m debt finance (~5% interest rate) 

and ~A$40m equity (raised at $0.08/sh) to fund the US$74.5m pre-production 

capex. We have applied a conservative $0.5/t per resource tonne to the pipeline 

Nicanda Hill graphite/vanadium project (vs Mozambique graphite developer 

average of ~$5.50/t) to achieve a valuation of $79.5m. Our sum of parts valuation 

for TON is $0.18/sh, which we have risk weighted 20% to account for development 

and financing risk to achieve a $0.14/sh target price. If we apply the Metals 

Bulletin price outlook, as per the TON DFS, we achieve an Ancuabe project level 

NPV11 of A$193m and a TON NAV11 of $0.23/sh. 

 

Table 1: Argonaut’s sum of parts valuation for Triton Minerals 

 
Source: Argonaut 

 

  

Sum of Parts AUD M AUD / Share

Ancuabe Project 132.2 0.11

Nicanda Hill Project 79.5 0.07

Exploration and Unmined Resource 20.0 0.02

Corporate NPV (26.2) (0.02)

Cash 5.5 0.00

Debt - -

Sub Total 211 0.18

Risk Weighting 20%

Target Price 0.14

NAV Valuation

 

MCC selected as the preferred 

EPC contractor for Ancuabe 

 

 

 

 

The project is forging ahead 

with key approvals on track and 

early site works commenced 

 

Our valuation incorporates 

expected capex savings and 

recent equity dilution… 

 

 

 

 

…to achieve a $0.18/sh 

valuation… 

 

 

 

…and a risked $0.14 price target  

https://secure.argonaut.com/FileLink.asp?DT=R&DID=4384&DP=6537
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Important Disclosure 
Argonaut participated in the Placement that raised approximately $5.2M in March 2018 and received fees 
commensurate with this service.  Argonaut acts as Financial Adviser to TON and will receive fees commensurate with 
this service. 
 
Information Disclosure 
Each research analyst of this material certifies that the views expressed in this research material accurately reflect the 
analyst's personal views about the subject securities and listed corporations. None of the listed corporations reviewed 
or any third party has provided or agreed to provide any compensation or other benefits in connection with this material 
to any of the analyst(s). 
 
For U.S. persons only 
This research report is a product of Argonaut Securities Pty Limited, which is the employer of the research analyst(s) 
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the 
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) 
is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing 
requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
 
This report is intended for distribution by Argonaut Securities Pty Limited only to "Major Institutional Investors" as 
defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof 
by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a 
Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. 
Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major 
Institutional Investor.  
 
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof 
by the SEC in order to conduct certain business with Major Institutional Investors, Argonaut Securities Pty Limited has 
entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). Transactions 
in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker 
dealer. 
 
Hong Kong Distribution Disclosure 
This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is licensed (AXO 052) and 
regulated by the Hong Kong Securities and Futures Commission. Further information on any of the securities mentioned 
in this material may be obtained on request, and for this purpose, persons in the Hong Kong office should be contacted 
at Argonaut Securities (Asia) Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong Kong, telephone 
(852) 3557 48000. 
 
General Disclosure and Disclaimer 
This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) or by Argonaut 
Securities (Asia) Limited (“ASAL”) for the use of the clients of ASPL, ASAL and other related bodies corporate (the 
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to any other person. If you are not 
the intended recipient you must not use or disclose the information in this report in any way.  ASPL is a holder of an 
Australian Financial Services License No. 274099 and is a Market Participant of the Australian Stock Exchange Limited. 
ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in Hong Kong with its 
activities regulated by the Securities and Futures Ordinance (“SFO”) administered by the Securities and Futures 
Commission (“SFC”) of Hong Kong.  
 
Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of the 
Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial situation or needs.  The 
report may contain general financial product advice and 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. 
 
This research is based on information obtained from sources believed to be reliable and ASPL and ASAL have made every 
effort to ensure the information in this report is accurate, but we do not make any representation or warranty that it is 
accurate, reliable, complete or up to date. The Argonaut Group accepts no obligation to correct or update the 
information or the opinions in it. Opinions expressed are subject to change without notice and accurately reflect the 
analyst(s)’ personal views at the time of writing.  No member of the Argonaut Group or its respective employees, agents 
or consultants accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use 
of this research and/or further communication in relation to this research. 
 
Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage in or refrain 
from engaging in any transaction. The Argonaut Group and/or its associates, including ASPL, ASAL, officers or employees 
may have interests in the financial products or a relationship with the issuer of the financial products referred to in this 
report by acting in various roles including as investment banker, underwriter or dealer, holder of principal positions, 
broker, director or adviser. Further, they may buy or sell those securities as principal or agent, and as such may effect 
transactions which are not consistent with the recommendations (if any) in this research.  The Argonaut Group and/or 
its associates, including ASPL and ASAL, may receive fees, brokerage or commissions for acting in those capacities and 
the reader should assume that this is the case. 
 
There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security 
may even become valueless. International investors are reminded of the additional risks inherent in international 
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investments, such as currency fluctuations and international stock market or economic conditions, which may adversely 
affect the value of the investment. 
 
The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s 
and / or ASAL’s overall revenues. 
 
Copyright 
© 2018.  All rights reserved. No part of this document may be reproduced or distributed in any manner without the 
written permission of Argonaut Securities Pty Limited and / or Argonaut Securities (Asia) Limited.   Argonaut Securities 
Pty Limited and Argonaut Securities (Asia) Limited specifically prohibits the re-distribution of this document, via the 
internet or otherwise, and accepts no liability whatsoever for the actions of third parties in this respect. 
 


