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TON - Spec Buy

Triton Minerals Ltd (TON, $0.37, Mkt Cap $93M) — Large graphite deposit emerging

Company Statistics

ASX Code TON
Share Price (A$) $0.37
52 week low - high (AS) 0.042-0.46
Risk High
Shares on Issue (m) 256
Market Cap (ASm) 93
Net Debt/(Cash) (ASm) -4
EV (ASm) 89
Options (m) 30
12mth Av Daily Volume ('000) 1,496

Major Shareholders

Alan Gordon Jenks 13.8%
Craig Stubbs 6.0%
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Talking Point is a publication that mostly discusses
stocks for which Foster Stockbroking does not provide
formal research coverage. A combination of the dealing
desk’s market view, together with some basic research
analysis, is employed in writing Talking Point. The
aim is to offer clients additional investment ideas and
opportunities that lie outside the firm’s universe of
formally covered stocks. However there will be some
instances where Talking Point will also discuss the
latter, mostly to reiterate our recent research.

INVESTMENT HIGHLIGHTS

Triton Minerals (TON) is a graphite explorer/developer with projects in
Mozambique. Its flagship asset is its 60% interest (earning up to 80%) in
Balama North. This project is only 3km from Syrah’s world class Balama
resource.

Earlier this year TON announced a maiden JORC inferred resource of 103Mt
for Cobra Plains deposit in Balama North, with grade 5.52% for 5.72Mt
contained graphitic carbon. In terms of amount of contained graphitic
carbon, we estimate the deposit ranks 5" in size globally. The resource
envelope is ca. 5km long, 400m wide, and 150m depth with only 0-3m
overburden. This points to a low strip ratio should it be mined.

However significant upside exists. Drill results outside the resource - on the
adjacent Nicanda Hill deposit — have been exciting (316m intersection and
750m width), and indicate the Balama North strike to be at least 7km , with
TON estimating 10km. TON have also identified graphite in an 8km zone
(Charmers and Black Hills) nearby Cobra Plains and Nicanda Hill.

Using the drill results outside the resource, as well as results from trenching,
mapping, and sampling, TON and consultant Optiro have identified a
cumulative exploration target of 760Mt to 1,290Mt at Balama North in
addition to the JORC. If TON were to eventually measure a resource at the
upper end of the target, it would be comparable in scale to Syrah’s Balama.

The company is aiming for a resource update in 1QCY2015. Further work this
year comprises more drilling and metallurgical work. A scoping study is aimed
to be concluded in July which should put some approximate economics
around the current resource.

Metallurgy is in early stages and preliminary results only on Cobra Plains
suggest a crush, grind, and flotation circuit can be effective with total carbon
(TC) recovery of 96%, and total graphitic carbon (TGC) of concentrate 94.5%.
30% of mass recovered is fine-to-coarse flake size (>75micron). However TON
has noted that from sampling at Nicanda Hill that flake size seems coarser
than Cobra Plains, with very coarse size (>500 microns) recorded. Further
work is required to clarify flake distribution at Balama North.

Infrastructure is supportive. Balama North is adjacent to a main highway
(which also runs past Syrah’s deposit) that runs 230km to the deep water
port at Pemba.

RECOMMENDATION

We recommend TON as a Spec Buy. We see four key catalysts - 1) Additional
resource delineation, especially at Nicanda Hill ; 2) Potential enhancement of
grade and/or flake size of Balama North; 3) More metallurgical test results
including at Nicanda Hill; and 4) Positive scoping study results. These have
the potential to further re-rate the shareprice.

DISCLAIMER: Foster Stockbroking Pty Ltd does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this report. Refer full disclosures at the end of this report.
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Graphite projects in
Mozambique.

103Mt JORC inferred
resource at Balama North
— ranks 5" globally by total
contained graphitic
carbon.

Cumulative exploration
target of 760 Mt to
1,290Mt at Balam North
has been identified, in
addition to the JORC
resource.
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AN EMERGING GRAPHITE DEVELOPER IN MOZAMBIQUE

Triton Minerals is an ASX listed graphite explorer and developer with its major projects
located in Mozambique. These comprise the Balama North, Balama South, and Ancuabe
projects, located in the Cabo Delgado province. TON has 60% interest in the projects,
with the vendor Grafex, a Mozambique company, owning the balance. Outstanding
consideration for TON’s 60% equity is 2M shares to be issued and $0.2M to be paid to
Grafex . TON's interest will rise to 75% upon commencement of a DFS, and 80% upon
start of production. The company would then carry Grafex, recovering its costs from
revenues.

BALAMA NORTH — THE FLAGSHIP PROJECT

The flagship project is Balama North, with its tenement boundary lying as close as 3km
north-east from Syrah Resources’ own world class graphite deposit. The two major
tenement areas of Balama North are Cobra Plains, and the abutting Nicanda Hill north-
east of it.

RESOURCE AT COBRA PLAINS — 5™ LARGEST IN WORLD BY CONTAINED GRAPHITIC CARBON

In February 2014, TON announced an inferred JORC resource of 103Mt at Cobra Plains at
a grade of 5.52% total graphitic carbon (TGC), containing 5.72Mt TGC. The resource
envelope comprises a series of tabular stacked lodes within an envelope ca. 400m wide,
covering a 5km strike length, and 150m depth.

A thin layer of overburden, 0-3m, lies over the orebody, which along with the size of
strike and width, should allow for a low strip ratio if it were to be mined. W estimate it is
the 5™ largest graphite deposit by contained TGC. Cut-off grade was 2%. Within the
deposit there exist high grade graphite zones of up to 17.6% TGC.

Optiro — who estimated resource — identified additional exploration target potential in
range of 30 to 50Mt and grades 5%-5.2% TGC at Cobra Plains. It excludes mineralisation
greater than 150m depth, and extension to north east (i.e. the Nicanda Hill deposit).

FURTHER PROSPECTS HIGHLIGHT LARGE SCALE OPPORTUNITY AT BALAMA NAORTH

TON has conducted drilling at Nicanda Hill, which lies adjacent to Cobra Plains, and has
encountered even more exciting mineralisation, with average unweighted TGC grades of
11%, and as high as 28.6%. The best hole intersected 316m of graphite from surface and
open at depth, and width of up to 750m.

e  Combining Cobra Plains and Nicanda Hill mineralisation may see Balama North likely
have 10km of strike, as TON estimate. Already 7.5km strike exists from southern
most drill lines of Cobra Plains to the northern most in Nicanda Hill.

e Additionally, there is a 8km zone east of Cobra Plains and Nicanda Hill - Charmers
and Black Hills — which have yielded average unweighted TGC of 9.8% and 9.4% from
sampling, and as high as 18% TGC.
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CUMULATIVE EXPLORATION TARGET - 760Mt to 1,290Mt AT BALAMA NORTH

e  From its drill results outside the current JORC resource, as well as its trenching,
sampling, and mapping work, TON has estimated exploration targets a follows:

o Nicanda Hill — 480 to 800Mt
o Charmers—130to 220Mt
o  Black Hills - 120 to 220Mt

o These are in addition to the 30 to 50Mt estimated by Optiro at Cobra
Plains.

e These add to a cumulative exploration target of 760Mt to 1,290Mt at Balama North,
in addition to the 103Mt JORC resource. The upside exploration target case points
to an order of magnitude uplift to the existing JORC, and comparable to Syrah’s
large scale orebody.

e  TON assumes these to have grades 5% to 6% which seems conservative especially
given the average unweighted grades determined to date for Nicanda Hill,
Charmers, and Black Hills (11.0%, 9.8%, 9.4%).

METALLURGY -EARLY DAYS

Metalllurgicql rf:'ults 20 date e Results of partial preliminary metallurgical tests have only been made on the Cobra
are only preiminary but . . . . .
Plains deposit. These achieved total carbon (TC) recovery of 96% with weighted average

indicate 30% can be P . 0( ) . Y . 8 8
recovered. total graphitic carbon content (TGC) of 94.5%. Graphite was readily liberated by

crushing, grinding, rougher, and cleaner flotation.

e Interms of size distribution of the graphite produced, 30% was recovered in 75-plus
micron fraction (fine —to-coarse flake). It must be remembered this was from only one

drill hole.

e TON has indicated that Nicanda Hill is exhibiting coarser flake size than Cobra Plains, with
one sample exhibiting 30% distribution between 500 and 1,000 microns (i.e “jumbo” or

very coarse size flake).

INFRASTRUCTURE — SUPPORTED BY ROAD AND PORT

e Balama North is adjacent to a main highway (as is Syrah’s Balama) which connects to the
deep water port of Pemba, 230km away. The projects are also close to towns of
Montepuez, the second largest city in the Cabo Delgado province with population of ca.
80,000, and Balama.

CATALYSTS GOING FORWARD
Catalysts include Scoping

Study, metallurical results, e TON has a busy schedule ahead the next 12 months. Major catalysts we expect are:
drill results, and a resource
upgrade. e  Further metallurgical testing;

. Further drilling at Nicanda Hill;
e  Mapping, sampling, and trenching at Black Hills, Charmers, and Ancuabe;
e Scoping study on Cobra Plains.

e Updated resource for Balama North at beginning 2015. We expect this to include a
significant initial resource estimate from the exciting Nicanda Hill deposit.
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GRAPHITE MARKETS

e  Graphite has widespread use. Mostly it is used in steel and refractories, as well as
lubricants, automotive parts, consumer electronics (CE), and batteries. CE and lithium
ion batteries offer high growth opportunities given the forecast increase in electric
vehicles and in smart technology.

e Recently, Syrahs’ agreement with China’s Chinalco, one of the world’s largest aluminium
producers, highlighted the potential for new use of graphite as an anode in the process
to produce aluminium metal.

e Chinais the world’s leading supplier of graphite. However increasingly strict
environment controls is contributing to inefficient and polluting mines to close.

PRICING — COARSE FLAKE ATTRACTS PREMIUM

e  Graphite is priced according to total graphitic content (TGC) —i.e. grade — and size.
Graphite with > 85% TGC is usually termed flake. In rarer instances it can be vein
graphite. Generally, the higher the TGC and the coarser the size of the final graphite
product, the higher the pricing received.

e Using current and forecast prices, an approximate guide to pricing is:
- Coarse flake graphite (<150 microns) — ca. US52,000/t
- Medium flake (100 to 150 microns) — ca. US$1,5000/t

Fine flake (75 to 100 microns) — ca. US$1,000/t

Amorphous graphite (less than 75 microns) - US$500/t

Amorphous is of lower TGC (usually <90% and in the range 60s to 80s%). It is usually in a
powder form.

BOARD

The Board of TON is:

e Brad Boyle. Managing Director.

e  Alfred Gilman. Non Executive Director.

e Alan Jenks - Non-Executive Chairman.
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FOSTER STOCKBROKING DIRECTORY

Name Department Phone Email

Stuart Foster Equities Dealing +61 29993 8131 stuart.foster@fostock.com.au

Martin Carolan Equities Dealing +61 29993 8168 martin.carolan@fostock.com.au
Kevin Massey Equities Dealing +61 2 9993 8130 kevin.massey@fostock.com.au

Chris Francis Equities Dealing +61 2 9993 8167 chris.francis@fostock.com.au

Tolga Dokumcu Trade Execution +61 29993 8144 tolga.dokumco@fostock.com.au
George Mourtzouhos Trade Execution +61 29993 8136 george.mourtzouhos@fostock.com.au
Mark Hinsley Equity Research Sales +61 2 9993 8166 mark.hinsley@fostock.com.au

Mark Fichera Equity Research +612 9993 8162 mark.fichera@fostock.com.au

Haris Khaliqi Equity Research +61 2 9993 8152 haris.khaligi@fostock.com.au

Foster Stockbroking Pty Limited
A.B.N 15 088 747 148 FSR Licence No. 223687
Level 21, 25 Bligh Street, SYDNEY, NSW 2000 Australia
Tel: +612 9221 8711 Dealing: +612 9221 8700 Fax: +612 9221 1031
Email: contact@fostock.com.au
PARTICIPANT OF ASX GROUP

Foster Stockbroking recommendation ratings: Buy = return >10%; Hold = return between —10% and 10%; Sell = return <-10%. Spec Buy = return >
20% for stock with very high risk. All other ratings are for stocks with low-to-high risk. Returns quoted are annual.

Important Notice:

Disclaimer & Disclosure of Interests. Foster Stockbroking Pty Limited has prepared this report. This document contains general securities advice only.
In preparing the report, Foster Stockbroking did not take into account the specific investment objectives, financial situation or particular needs of any
specific recipient. The report is published only for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments. Foster Stockbroking is not aware that a recipient intends to rely on this report and is not aware of the
manner in which it will be used by the recipient. Investors must obtain personal financial advice from their investment advisor to determine whether
the information contained in this report is appropriate to the investor’s financial circumstances. Recipients should not regard the report as a substitute
for the exercise of their own judgment. The views expressed in this report are that of the analyst named on the cover page, and no part of
compensation of the analyst is directly related to inclusion of specific recommendations or views in this report. The analyst receives compensation
partly based on Foster Stockbroking revenues, including any investment banking and proprietary trading revenues, as well as performance measures
such as accuracy and efficacy of both recommendations and research reports. Foster Stockbroking believes that the information contained in this
document is correct and that any estimates, opinions, conclusions or recommendations are reasonably held or made at the time of its compilation in
an honest and fair manner that is not compromised. However, no representation or warranty is made as to the accuracy, completeness or reliability of
any estimates, opinions, conclusions or recommendations (which may change without notice) or other information contained in this document and, to
the maximum extent permitted by law, Foster Stockbroking disclaims all liability and responsibility for any direct or indirect loss or damage which may
be suffered by any recipient through relying on anything contained in or omitted from this document. Foster Stockbroking is under no obligation to
update or keep current the information contained herein and has no obligation to tell you when opinions or information in this report change. Foster
Stockbroking, and its directors, officers and employees or clients may have or had interests in the securities of the instruments referred to herein, and
may make purchases or sales in them as principal or agent at any time and may affect transactions which may not be consistent with the opinion set
out in this report. Foster Stockbroking and its Associates state that they may earn brokerage, fees or other benefits from securities referred to in this
report. Furthermore, Foster Stockbroking may have or have had a relationship with or may provide or has provided investment banking, capital
markets and/or other financial services to the relevant Company.

Specific disclosure: The analyst, Foster Stockbroking and/or associated parties have beneficial ownership or other interests in securities issued by TON
at the time of this report. Diligent care has been taken by the analyst to maintain an honest and fair objectivity in writing the report and making the
recommendation.
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