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Event 
Australian Potash (APC) has released updated operating and financial parameters for its 
world class Lake Wells sulphate of potash (SOP) project in WA. Production has been 
increased from 170ktpa to 205ktpa, which in combination with higher SOP prices has offset 
higher opex (US$295/t from US$251/t) and capex ($408m from $292m). APC is now 
estimating annual EBITDA of A$158m (from A$124m) and a project NPV of A$657m (from 
A$398m). We had already assumed higher SOP prices and so our more conservative 
valuation drops from A$305m (21cps) to A$256m (16cps) on the higher costs and additional 
dilution from a larger equity raise (A$150m, prev $105m) to fund the increased project 
scope. 

Highlights 
• APC is developing the Lake Wells Sulphate of Potash Project (LSOP) in Western Australia. 

APC released preliminary financial parameters on the project in April 2021 when it 
released the results of Front-end Engineering and Design (FEED). APC has now released 
optimised financial parameters incorporating increased production rates, higher capex 
and opex and higher assumed SOP prices. Key changes from FEED include: 

o Annual production 205ktpa (prev 170ktpa). 

o Capex A$408m (prev $292m). Approx. A$48m of the increase is due to inflation 
with A$51m due to scope changes. 

o Annual average opex of US$295/t (prev US$251/t). 

o Average annual EBITDA of A$158m (prev A$124m). 

o Post tax NPV8 A$657m (prev $398m). 

• Our long-term realised SOP price forecast is US$600/t. Standard NW Europe SOP prices 
are currently over US$1,000/t, +100% since Jul21 (key global benchmark for SOP).  

o Potash supply remains a concern for crop producers globally, especially following 
the Russia/ Ukraine War. Russia and Belarus are normally responsible for 35-40% of 
global potash supply.  

o There is a view emerging in the industry that long run SOP prices will permanently 
re-rate post this spike to >US$650/t. This is driven by increased energy costs and a 
switch to regionalisation from globalisation.  

• The potash sector in Australia has been impacted by project execution difficulties at both 
Kalium Lakes (KLL) and Salt Lake Potash (SO4). Whilst investors are understandably 
cautious, we do not believe that APC should be tarred with the same brush. 

o We note the technical veracity of these type of solar salt projects has been proven 
by numerous operations globally for many decades.  

o APC has the largest JORC compliant Measured SOP Resource at 18.1Mt SOP 
Measured with no Inferred or Indicated Resource.  

o Lake Wells’ 30-year mine life uses only ~23% of the Measured Resource.  

o APC use brine borefield abstraction i.e. less technical risks compared to salt lake 
trenching (most peers). 

o An EPC (Engineering, Procurement and Construction) contracting style is used for 
more than 75% of the construction contracts by value, which ensures cost, schedule 
and performance guarantees. 

• We note recent news that Czech private equity group Sev.en has acquired SO4 from 
administration and intends to restart the project.  

Recommendation 
We have revised our financial model to reflect the increased production and higher costs. 
We maintain our BUY recommendation but reduce our price target to A$0.16ps from 
A$0.21ps. Our view is backed by excellent commodity fundamentals, solid Lake Wells 
financials, a high-quality resource, and a risk averse approach from management. 
 

Key Information
Current Price ($ps) 0.04

12m Target Price ($ps) 0.16

52 Week Range ($ps) 0.04 - 0.13

Target Price Upside (%) 356.5%

TSR (%) 356.5%

Reporting Currency AUD

Market Cap ($m) 20

Sector Materials

Avg Daily Volume (m) 0.7

ASX 200 Weight (%) 0%

Fundamentals
YE 30 Jun (AUD) FY21A FY22E FY23E FY24E

Sales ($m) 0 0 0 0

NPAT ($m) (4) (4) (10) (10)

EPS (cps) (0.7) (0.5) (0.5) (0.4)

EPS Growth (%) nm 25.9% (8.0%) 30.4%

DPS (cps) (AUD) 0.0 0.0 0.0 0.0

Franking (%) 100% 100% 100% 100%

Ratios
YE 30 Jun FY21A FY22E FY23E FY24E

P/E (x) (20.5) (7.1) (6.6) (9.5)

EV/EBITDA (x) (10.7) (8.8) 13.9 (40.9)
Div Yield (%) 0.0% 0.0% 0.0% 0.0%
Payout Ratio (%) 0.0% 0.0% 0.0% 0.0%

Price Performance
YE 30 Jun 1 Mth 2 Mth 3 Mth 1 Yr
Relative (%) (1.5%) (21.2%) (27.5%) (53.3%)
Absolute (%) (9.0%) (24.6%) (27.6%) (63.8%)
Benchmark (%) (7.5%) (3.4%) (0.1%) (10.5%)

Major Shareholders
Yandal Investments Pty Ltd 7.8%

INDRISIE HENDRICUS PETRUS 4.0%

Acuity Capital Investment Management Pty 3.3%

FEATHERBY NATHAN JOHN 3.0%

CEN Pty Ltd. 2.7%



 
 

 

Shaw and Partners APC – Equity Report current as at –26/09/2022–Pg. 2 
 

 

 

   

 
APC is preparing for start-up of its flagship 100%-owned 
Lake Wells Sulphate of Potash Project (LSOP) in Western 
Australia. The project is based on a 30-year mine life 
producing 205ktpa premium Sulphate of Potash (SOP). With 
full environmental approval, 90% of offtake secured, $140m 
Northern Australia Infrastructure Facility (NAIF) funding 
approved and $45m funding from Export Finance Australia, 
LSOP appears to be progressing and derisking. We assume 
a full production ramp-up in CY25. 

 

  

 

 

Australian Potash
Materials
Materials
FactSet: APC-AU / Bloomberg: APC AU

Key Items Data
Recommendation BUY
Risk HIGH
Price ($ps) 0.04
Target Price ($ps) 0.16
52 Week Range ($ps) 0.04 - 0.13
Shares on Issue (m) 553
Market Cap ($m) 20
Enterprise Value ($m) 34
TSR (%) 356.5%

Valuation NPV Data
Valuation ($m) 443
Valuation per share (cps) (AUD) 0.80

Financial Year End: 30 June
Investment Summary (AUD) FY20A FY21A FY22E FY23E FY24E
EPS (Reported) (cps) (0.2) (0.7) (0.5) (0.5) (0.4)

EPS (Underlying) (cps) (0.2) (0.7) (0.5) (0.5) (0.4)

EPS (Underlying) Growth (%) nm nm 25.9% (8.0%) 30.4%

PE (Underlying) (x) (29.4) (20.5) (7.1) (6.6) (9.5)

EV / EBIT (x) (55.7) (10.4) (8.8) 13.9 (40.9)

EV / EBITDA (x) (62.8) (10.7) (8.8) 13.9 (40.9)

DPS (cps) (AUD) 0.0 0.0 0.0 0.0 0.0

Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Franking (%) 100% 100% 100% 100% 100%

Payout Ratio (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Free Cash Flow Yield (%) (19.3%) (15.0%) (31.2%) (84.0%) (196.1%)

Profit and Loss (AUD) (m) FY20A FY21A FY22E FY23E FY24E
Sales 0 0 0 0 0

Sales Growth (%) n/a (2.5%) (100.0%) n/a n/a

Other Operating Income 2 0 0 0 0

EBITDA (1) (4) (4) (4) (4)

EBITDA Margin (%) nm nm nm nm nm

Depreciation & Amortisation (0) (0) 0 0 0

EBIT (0.8) (3.7) (3.8) (3.8) (3.8)

EBIT Margin (%) nm nm nm nm nm

Net Interest 0 0 0 (9) (10)

Pretax Profit (1) (4) (4) (13) (14)

Tax 0 0 0 3 3

Tax Rate (%) 0.0% 0.0% 0.0% (25.0%) (25.0%)

NPAT Underlying (1) (4) (4) (10) (10)

Significant Items 0 0 0 0 0

NPAT Reported (1) (4) (4) (10) (10)

Cashflow (AUD) (m) FY20A FY21A FY22E FY23E FY24E
EBIT (1) (4) (4) (4) (4)

Tax Paid 0 0 0 0 3

Change in Working Capital 0 0 (5) 0 0

Depreciation & Amortisation (0) (0) 0 0 0

Other 1 1 0 0 10

Operating Cashflow 0 (3) (8) (3) 10

Capex (5) (8) 0 (50) (200)

Acquisitions and Investments 0 0 0 0 0

Disposal of Fixed Assets/Investments 0 0 0 0 0

Other 0 0 0 0 0

Investing Cashflow (4) (8) 0 (50) (200)

Free Cashflow (4) (11) (8) (53) (190)

Equity Raised / Bought Back 6 17 19 150 0

Dividends Paid 0 0 0 0 0

Change in Debt 0 0 0 250 40

Other (0) (1) (6) (9) (20)

Financing Cashflow 5 16 13 391 20

Net Change in Cash 1 4 5 337 (170)

Balance Sheet (AUD) (m) FY20A FY21A FY22E FY23E FY24E
Cash 3 8 13 350 180

Accounts Receivable 0 1 0 0 0

Inventory 0 0 0 0 0

Other Current Assets 0 0 0 0 0

PPE 0 0 0 50 250

Total Assets 13 30 34 421 451

Accounts Payable 2 5 0 0 0

Short Term Debt 0 0 0 0 0

Long Term Debt 0 0 0 250 290

Total Liabilities 2 6 0 247 287

Ratios FY20A FY21A FY22E FY23E FY24E
ROE (%) (9.1%) (21.3%) (12.8%) (9.3%) (6.0%)

Gearing (%) (42.2%) (47.5%) (61.0%) (134.9%) 40.3%

Net Debt / EBITDA (x) 4.8 2.1 3.3 26.0 (28.8)
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Australian Potash - core drivers and key catalysts 
• APC holds a 100% interest in the LSOP project, located approximately 500kms 

northeast of Kalgoorlie, in Western Australia's Eastern Goldfields. The LSOP project is 
a brine, solar salt project; the brine contains the potassium and sulphate bearing 
minerals from which SOP is refined.  

• The LSOP project is NPV positive at realised SOP prices of US$380/t. Using our base 
case realised SOP price deck of US$600/t (2022 Real) the project has a post-tax NPV10 
of $256m and IRR of 19%. Key components of our model include  

o 205ktpa SOP operation over 35 years.  

o Total capital expenditure of A$292m and competitive capital intensity of 
A$1,975/t.  

o Opex of US$295/t over LOM, which is first quartile. 

• The LSOP project is progressing and derisking. APC has announced: (1) Full 
environmental approval. (2) 90% of offtake secured. (3) $140m Northern Australia 
Infrastructure Facility (NAIF) funding approved and $45m funding from Export Finance 
Australia. Early site works are continuing. We assume a Final Investment Decision in 
CY22, and a full production ramp-up in CY25. 

• We are positive Sulphate of Potash (SOP) markets.  

o SOP is a premium type of potassium carrying fertiliser with no substitutes.  

o Demand - Arable land per capita is reducing over time, and industry consensus 
SOP demand forecasts are for mid-single digit growth over the coming decades.  

o Supply - Mannheim Process capacity makes up ~60% of global SOP production 
and is the globe’s marginal SOP supplier (marginal FOB costs >US$500/t). The 
Mannheim Process is a sulphuric acid consuming and energy intensive industrial 
process to convert lower quality MOP to SOP.  

o Price - our long-term realised price forecast is US$600/t. NW Europe SOP prices 
are currently over US$1,000/t, +110% since July (key global benchmark for 
standard SOP).  

• Potash supply remains a concern for crop producers globally, especially 
following the Russia/ Ukraine War. This is having a direct impact on 35-40% 
of global potash supply (Russia / Belarus production).  

• There is a view emerging in the industry that long run SOP prices will 
permanently re-rate post this spike, driven by a permanent increase in MOP 
prices (mine maturation and the switch to regionalisation from globalisation) 
and increased energy costs. Commentary from some experts is suggesting 
long-run standard SOP prices to be >US$650/t, which is indicative that our 
price deck is conservative.  

Figure 2: Europe SOP prices (US$/t), trading above US$1,000/t 

 

Source: Argus, APC, Shaw and Partners analysis 
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Figure 1: Location of the Lake Wells Project 

 
Source: Company reports 
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• A premium product and asset strategically located. APC intends to produce a 
premium quality SOP from brine production (i.e. no Mannheim Process) in Australia. 
Australia is proximate to emerging Asian markets, which are driving the globe’s mid-
single digit SOP growth. The company expects realised product prices to include a ~10% 
product quality premium for (1) the product being ‘green’ (i.e. organic / non-
Mannheim Process), (2) granular (as opposed to powdered), and (3) higher K2O content 
than standard SOP (usually on a pro rata basis above standard SOP K2O content of 
50%). Offtakes have been structured to pass through this price premium.  

• Both Kalium Lakes and Salt Lake Potash have encountered difficulties with brine 
abstraction, production of harvest salts, and project execution.  

o We note the technical veracity of these type of solar salt projects has been proven 
by numerous operations globally for many decades.  

• In our view Lake Wells is backed by a higher quality resource than its Australian peers 
(KLL/ SO4).  

o APC has the largest JORC compliant Measured SOP Resource across its peer space; 
18.1Mt SOP Measured with no Inferred or Indicated Resource.  

o Lake Wells’ 30-year mine life uses ~23% of the Measured Resource.  

o Lake Wells is a borefield development into a palaeochannel.  

o Borefield developments supply process water for the majority of mine sites in 
Western Australia. 

• We believe APC’s approach for a Lake Wells development is conservative given:  

o APC is factoring in two summers of pond evaporation prior to commissioning. This 
is to ensure there is a sufficient quantum and quality of harvest salts to feed to 
the process plant. 

o There is a higher quality of the resource - all in Measured category. APC has the 
largest Measured SOP Resource of Aussie listed names at 18Mt, which we believe 
implies lower technical risks. 

o Brine borefield abstraction is used, which we believe carries less technical risks 
compared to salt lake trenching (most of its peers). 

o An EPC (Engineering, Procurement and Construction) contracting style is used for 
more than 75% of the construction contracts by value, which ensures cost, 
schedule and performance guarantees. 

• Other exploration assets close to Lake Wells appear interesting. APC also holds 
significant tenement positions at the Lake Wells Gold Project and Laverton Downs 
nickel sulphide project.  

 

Figure 3: APC valuation (fully diluted) 
 

Figure 4: APC DCF valuation sensitivity to SoP prices 

 

 
 

 

 
Source: Company reports, Shaw and Partners analysis 
N.B. (1) Assumes an A$150m equity raise at A$0.08ps to fund the project.  
(2) APC receives a ~$50/t premium for its product 

 Source: Company reports, Shaw and Partners analysis 
N.B. Assumes an A$150m equity raise at A$0.08ps to fund the project. 

 

  

Australian Potash Valuation - diluted A$m A$ps

Lake Wel ls 256 0.12

Pro forma net debt 13 0.01
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Total Valuation 398 0.18
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Key Changes from April 2021 FEED 
 

Since APC released its FEED for the project in April 2021 there have been three major 
changes for the project: 

1. SOP prices have soared post the Russian invasion of Ukraine, 

2. Inflation has increased capex and opex estimates, and 

3. Production test results have confirmed high productivity of the Lake Wells bores 
which has resulted in an increase in the project’s production estimates. 

APC has incorporated those changes into an optimised development for the project 
resulting in a 65% increase in the project’s pre-tax NPV to A$1,014m. 

 

Figure 5: Key changes from FEED (Apr 2021) to optimized development (Sep 2022) 

 

Source: APC ASX release Sep 2022 

 

We have incorporated the changes into our financial modelling, and we have also used the 
opportunity to incorporate a longer ramp-up period into our forecasts. This has resulted in 
earnings downgrades in FY24 and FY25 due to lower production. 

Our valuation also reduces from 21cps to 18cps as we factor in the higher costs. We had 
already assumed higher SOP prices so unlike APC’s forecasts, our higher cost assumptions 
are not offset by higher prices. 

Figure 6: Shaw earnings revisions 

 

Source: Shaw and Partners analysis 

 

 

 
  

New Old Chg % New Old Chg % New Old Chg % New Old Chg %

Revenue (A$m) 0 0 n/a 0 0 n/a 0 84 n/a 87 145 n/a

EBITDA (A$m) -4 -4 0% -4 -4 0% -4 44 -109% 39 79 -50%

EBIT (A$m) -4 -4 0% -4 -4 0% -4 26 -115% 22 61 -64%

NPAT (A$m) -7 -7 0% -6 -8 -27% -6 12 -153% 10 39 -75%

EPS (Acps) -1 -1 0% 0 0 -27% 0 1 -153% 0 2 -75%

2022f 2023f 2024f 2025f
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Key risks 
As a small mining company broadly exposed to a single commodity and a single asset we 
consider an investment in Australian Potash to be high risk. The key risks include; 

• Potash markets are opaque and difficult to forecast. The actual SOP price may differ 
substantially from our forecasts. 

• Several secondary approvals are required before pre-mining operations can begin, and 
there is no guarantee that these may be obtained in a timely manner. 

• Operations for APC have not yet started and there is a risk that they may be unable to 
bring the LSOP to production. The project may cost more than expected and may not 
operate as expected. 

• APC will need to recapitalise to fund the commencement of operations. There is a risk 
that capital markets are not willing to fund the project. 

• Forecasting future operating costs has considerable uncertainty. Our forecasts may 
prove to be too optimistic. If each company’s costs are higher than we expect then our 
cash flow forecasts will be too high. 

• Smaller companies carry more significant ‘key personnel’ risk than larger organisations. 
If senior management depart APC it could delay projects or exacerbate operational 
risks. 

• Safe and reliable production from operations once projects are operational. The 
inability to maintain safe and reliable operations may result in a sustained, unplanned 
interruption to production and impact the company’s licence to operate and financial 
performance. Production facilities are subject to operating hazards associated with 
major accident events, cyber-attack, inclement weather and disruption to supply 
chain, that may result in a loss of uranium (radioactive material) containment, harm to 
personnel, environmental damage, diminished production, additional costs, and 
impacts to reputation or brand. 
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Rating Classification 

Buy Expected to outperform the overall market 

Hold Expected to perform in line with the overall market 

Sell Expected to underperform the overall market 

Not Rated Shaw has issued a factual note on the company but does not have a recommendation 
 

 

Risk Rating 

High Higher risk than the overall market – investors should be aware this stock may be speculative 

Medium Risk broadly in line with the overall market 

Low Lower risk than the overall market 
 

RISK STATEMENT: Where a company is designated as ‘High’ risk, this means that the analyst has determined that the risk profile for this company is 

significantly higher than for the market as a whole, and so may not suit all investors. Clients should make an assessment as to whether this stock and 

its potential price volatility is compatible with their financial objectives. Clients should discuss this stock with their Shaw adviser before making any 

investment decision. 

 

Distribution of Investment Ratings 

 

 
 

History of Investment Rating and Target Price - Australian Potash 

 

 
 

Rating Count Recommendation Universe

Buy 114 89%

Hold 13 10%

Sell 1 1%

Date Closing Price ($) Target  Price ($) Rating

26-Sep-22 0.04 0.16 Buy

23-Nov-21 0.07 0.21 Buy

18-Oct-21 0.10 0.31 Buy

24-Jun-21 0.13 0.31 Buy

22-Apr-21 0.17 0.31 Buy
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Disclaimer 

Shaw and Partners Limited ABN 24 003 221 583 (“Shaw”) is a Participant of ASX Limited, Cboe Australia Pty Limited and holder of Australian Financial 
Services Licence number 236048.  
 
ANALYST CERTIFICATION: The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately 
reflect the analyst's personal views about the Company and its financial products. Neither Shaw nor its Research Analysts received any direct financial 
or non-financial benefits from the company for the production of this document. However, Shaw Research Analysts may receive assistance from the 
company in preparing their research which can include attending site visits and/or meetings hosted by the company. In some instances the costs of 
such site visits or meetings may be met in part or in whole by the company if Shaw considers it is reasonable given the specific circumstances relating 
to the site visit or meeting. As at the date of this report, the Research Analyst does not hold, either directly or through a controlled entity, securities 
in the Company that is the subject of this report, or where they do hold securities those interests are not material. Shaw restricts Research Analysts 
from trading in securities outside of the ASX/S&P100 for which they write research. Other Shaw employees may hold interests in the company, but 
none of those interests are material.  
 
DISCLAIMER: This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared for 
multiple distribution without consideration of your investment objectives, financial situation and needs (“Personal Circumstances”). Accordingly, the 
advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore not to be acted on as investment 
advice. You must assess whether or not the advice is appropriate for your Personal Circumstances before making any investment decisions. You can 
either make this assessment yourself, or if you require a personal recommendation, you can seek the assistance of your Shaw client adviser. This 
report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any other person. If you are 
not the intended recipient, you should destroy the report and advise Shaw that you have done so. This report is published by Shaw in good faith 
based on the facts known to it at the time of its preparation and does not purport to contain all relevant information with respect to the financial 
products to which it relates. The research report is current as at the date of publication until it is replaced, updated or withdrawn. Although the report 
is based on information obtained from sources believed to be reliable, Shaw does not make any representation or warranty that it is accurate, 
complete or up to date and Shaw accepts no obligation to correct or update the information or opinions in it. If you rely on this report, you do so at 
your own risk. Any projections are indicative estimates only and may not be realised in the future. Such projections are contingent on matters outside 
the control of Shaw (including but not limited to market volatility, economic conditions and company-specific fundamentals) and therefore may not 
be realised in the future. Past performance is not a reliable indicator of future performance. Except to the extent that liability under any law cannot 
be excluded, Shaw disclaims liability for all loss or damage arising as a result of any opinion, advice, recommendation, representation or information 
expressly or impliedly published in or in relation to this report notwithstanding any error or omission including negligence.  
 
Depending on the timing and size of your investment, your portfolio composition may differ to the model. Performance figures are derived from the 
inception date of the model and its investment transactions from that date, therefore the performance for your portfolio may be different. If you 
have any questions in connection with differences between your portfolio and the model, you should speak with your adviser.  
 
IMPORTANT INFORMATION TO CONSIDER: It is important that before making a decision to invest in a Shaw Managed Accounts, a managed fund, an 
exchange traded fund, an individual hybrid security or listed debt instrument that you read the relevant Product Disclosure Statement (“PDS”). The 
PDS will contain information relevant to the specific product, including the returns, features, benefits and risks. The PDS can be found at: 
www.shawandpartners.com.au/media/1348/shawmanagedaccounts_pds.pdf.  
 
RISKS ASSOCIATED WITH HYBRID SECURITIES: Hybrid securities and listed debt instruments differ from investments in equities and cash products in 
a number of important respects. The liquidity risk associated with an investment in hybrid securities and listed debt instruments will generally be 
greater than that associated with equities. The credit risk associated with hybrid securities and listed debt instruments is higher than that of a cash 
product or term deposit. Some hybrid securities may be perpetual in nature, meaning that they can only be redeemed or exchanged for cash or equity 
at the issuer’s option. Hybrids may also contain terms which automatically trigger the deferral of an interest payment or cause the issuer to repay 
the hybrid earlier or later than anticipated. ASIC has published information to assist consumers in understanding the risks and benefits associated 
with an investment in hybrid securities or listed debt instruments. This information can be found under the heading ‘Complex Investments’ at 
www.moneysmart.gov.au/investing. 
 
DISCLOSURE: Shaw will charge commission in relation to client transactions in financial products and Shaw client advisers will receive a share of that 
commission. Shaw, its authorised representatives, its associates and their respective officers and employees may have earned previously or may in 
the future earn fees and commission from dealing in the Company's financial products.  
 
Shaw acted for the company in a corporate capacity within the past 12 months for which it received a fee. Accordingly, Shaw may have a conflict 
of interest which investors should consider before making an investment decision. 
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