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Altech Chemicals Ltd (ATC) 

ECA financing steps in final throws 

ATC are making good progress on their project funding application to the Federal Republic of 

Germany’s Export Credit Agency (ECA). ATC are now at stage 7 of a 9 stage process that, if 

successful, will result in the majority of the project debt being provided at an extremely low 

interest rate. In addition, ATC is seeking to increase the percentage of total project debt to be 

covered under export credit, thereby decreasing the repayments and increasing yearly project 

cash flows. The recent successful $10m capital raise should see ATC funded through to first 

drawdown of the project funding Q1 CY17. 

 

Key Points 

 

 ATC enter the final stages of German project financing: ATC received positive pre-

assessment from the German Government in early August and has rapidly progressed into the 

last three stages of the ECA finance application. We expect to see initial responses from the 

ECA cover application in Q4 should ATC be successful, with first drawdown on project financing 

during Q1CY17. 

 

 Increase in percentage cover sought: ATC, via its ECP contractor, M+W Group, is seeking 

additional ECA cover due to the high amount of German and European equipment supplied to 

the project. If successful, this will see financing under the ECA arrangement increase from 

US$40m to US$60m and a decrease in the amount required from a senior debt facility from 

US$20m to US$10m. 

 

 Site visits and DD consultants appointed: ATC and KfW IPEX-Bank have already appointed 

due diligence consultants to the project who will make their report on the legal, technical and 

market aspects of the project available to the German Government for final approval. Once 

submitted the German Government make a decision and preliminary approval of ECA cover is 

communicated to ATC. This is legally binding subject to conditions precedent such as all permits 

being in place and equity financing complete. 
 

 Recommendation and Valuation: We maintain our Speculative Buy recommendation but 

decrease our valuation by 13% to take into account additional shares on issue after adjusting for 

increased cash. This moves our risked valuation to $0.355 from $0.41 per share.  
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Speculative Buy 
 
 

 

 
Average daily volume (3M)            409k 
12 month share low                      $0.04 
12 month share high                     $0.21 
 
Market Risk               High 
Liquidity Risk         Med 
Infrastructure Risk                Med 
Country Risk                Med 
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ISSUED CAPITAL 

ASX         ATC 
Share price                      $0.14 
Mkt cap          $32.9m 
Ordinary shares on issue          235.4m 
Unlisted options & Rights            23.9m 

          Source: FactSet 
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Current Share Price 0.13$           

Current Market Cap $m 31$              

Base Case Valuation ($Mcap m) 315.8$         

Base Case Valuation ($/sh) 0.71$           

Project Stage Risk Discount 50%

Target Price Current Stage ($/sh) 0.355$         
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Financing steps in final phase 
 

ATC has provided details on the progress of its project finance application for its high purity alumina 

project.  

 

Several steps have already been conducted within the first of the three final stages of the application 

and approval process.  

 

On 3 August, ATC received a positive pre-assessment by the German Government Inter-ministerial 

Committee (IMC) and Euler Hermes Aktiengesellschaftof (Euler Hermes) on ATC’s export credit 

project finance application. Following this positive response, the KfW IPEX-Bank, in conjunction with 

ATC, has appointed its due diligence consultants to provide assessment of the definitive technical, 

market and legal aspects of the project. The due diligence will culminate in an “expert opinion” report 

that will form the basis of the decision to offer ECA cover by the IMC and Hermes. 

 

ATC has been engaged with Euler Hermes and the German KfW IPEX-Bank for almost 9 months 

already and are now in the final phases of the financing process.  The diagram below summarises 

the steps required to gain ECA cover. ATC are at Step 7 of a 9-step process. We would expect initial 

responses to the ECA cover application in Q4 this year and draw down on the debt in Q1 if the 

application is successful. 

 

 

 

 

 

Figure 1. Export credit approval process                          Source: German Government/DJC 

 

Post Step 9, conditions precedent must be fulfilled to obtain closure and drawdown. These could 

relate to final approvals in Malaysia, obtaining the necessary equity portion of the project finance and 

other regulatory approvals for project commencement. 

 

 

 

 

ATC are here  
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ECA cover increases 

 

ATC has announced a change to its proposed project financing structure. The export credit cover 

portion of the project finance has been increased from US$40m to US$60m and the proposed senior 

debt facility, at higher interest rates, has been reduced from US$20m to US$10m. The revised total 

project debt with therefore increase from US$60m to US$70m. 

 

The proposal for the change in cover amount was put forward by M+W Group, the EPC contractor 

retained by ATC to design and construct the project in Malaysia, to Euler Hermes. The rationale for 

the proposed change relates to the significant German and European project content and overall 

benefit to German industry.  

 

The net effect is to reduce the financing costs of the project finance as the overall interest rate under 

the new structure will be lower. ECA covered debt is likely to have an interest rate of circa LIBOR 

plus 2-3%. 

 

 

 

 

 

Table 1.  Current vs previous project finance debt structure   Source: ATC 

 

KfW IPEX-Bank has also proposed a simplified, more cost effective “sole lender” model for project 

debt financing, whereby the entire proposed US$70m project debt is to be provided exclusively by 

KfW IPEX-Bank, subject to ongoing due diligence. 

 

 

 

 

Capital raise completed to fund due diligence 

 

ATC completed a capital raise in July 2016 essentially to fund the due diligence period of the financing 

approval process. We expect the due diligence to run to the end of the year and we believe the $10m 

raised will provide enough working capital to fund the company’s activities through this phase and to 

first draw down. 

 

The placement was completed at 14 cents per share (83% of the 15-day VWAP) for an additional 

71.4 million new shares priced at a 14% discount to the closing share price at 21 July, 2016. 
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Appointment of Due Diligence consultants completed 

 

Following the positive pre-assessment by the German Government inter-ministerial committee (IMC), 

ATC in conjunction with KfW IPEX-Bank, has appointed a number of due diligence consultants 

covering technical, market and legal aspects of the high purity alumina project. The final report will 

represent an “expert opinion” on the viability of the project and the key project risks. 

 

Technical  M.Plan International Ltd 

Technical, environmental and social, to include geology, resources, 

metallurgy, infrastructure, permitting, budgeting and scheduling. 

 

M.Plan International is based in Toronto, Canada and was formed by Dorfner Anzaplan GmbH and 

Micon International Ltd to provide a unique and fully integrated consulting service specifically to the 

Speciality Commodity Sector, metals and minerals used in high value strategic, industrial and 

consumer applications. They specialise where markets are opaque, high value and where quality of 

product is paramount to the success of the project.  

 

Market  Persistence Market Research (PMR) 

Assessment and confirmation of HPA target market, product production, 

consumption, demand, trade and validation of prices used in project financial 

model. 

 

PMR is a specialist supplier of market intelligence reports and consulting services, with specialist 

experience in industrial automation, electronics, chemicals and nonmaterial amongst others. PMR 

has 500 clients, 200 consultants and work on 5 continents. 

 

Legal  Freshfields Bruckhaus Deringer 

Assessment and confirmation of legal documents including permits, licences 

contracts, structuring and financial transactions. Adnan Sundra & Low is 

engaged as Malaysian Counsel and Minter Ellison as Australian counsel. 

Freshfields acts as legal counsel for Kfw. 

    

Expert Opinion  For Euler Hermes, TBA 

Required for the grant of export credit cover for the project finance transaction 

and issued to the federal Republic of Germany represented by the German 

Export Credit Agency, Euler Hermes. 

 

We would expect this to be a major international auditing firm. 

 

A due diligence meeting has been convened in Stuttgart with all parties involved and site visits have 

already been made to the Meckering kaolin deposit, the Industrial park and port facilities in Johor and 

to the Simulus Engineering Laboratory pilot plant in Perth. 
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Valuation and Recommendation 

 

We have adjusted our valuation to reflect the increased number of shares from the recently completed 

capital raise.   

 

ATC currently has 235.4m shares on issue plus an additional 23.9m in unlisted options and 

performance rights. Tranche 2 of the $10m raise, or 30.68m shares remain outstanding. We maintain 

our assumption of an additional 155m shares for the project equity part of the project financing to 

raise circa $46.5m for a fully diluted total shares on issue of 445m. 

 

Although ATC are making very good progress with respect to the project debt financing through the 

German ECA cover and KfW IPEX-Bank, we maintain our risked valuation metrics for the project, 

preferring at this time to wait until confirmation of the grant of ECA cover before changing the risk 

profile and therefore the discounting. 

 

 

 

 

Table 2. Capital structure and implied un-risked valuation 

 

We adjust for an increase in cash and additional shares on issue over and above our previous 

assumptions decreasing our risked valuation by 13% to $0.355 from $0.41 per share. 

 

We maintain our Speculative Buy recommendation and look towards the successful conclusion of 

the project debt financing as a major positive price catalyst.  

 
 
 

  

Enterprise Value 304,274                  

Less: Total Debt -                           

Less: Preferred Securities  

Less: Non Controlling Interest

Plus: Cash and Cash Equivalents 11,500                    

Implied Equity Value 315,774                  

Unlisted Options 3,600,000

Unlisted Pef Rights 20,300,000            

Other 

Total 23,900,000            

Basic Shares Outstanding 259,337,129          

Plus share from in the money options 

Net new share from options 

Plus: shares from Convertible securites

New Issue

Tranche No of Shares Issue Price Capital Raise

Second Tranche 30,679,282 0.14 4,295,099         30,679,282

Third Tranche 155,000,000 0.30 46,500,000                  155,000,000          

Fully Diluted Shares Outstanding 445,016,411          

Implied un-risked Share Price 0.71                        

Calculation of Implied Share Price 

Options/Warrants/Rights 

No of Shares Execise Price In the money Shares Proceeds
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Disclaimer                       RCAN1353 
 
This Research report, accurately expresses the personal view of the Author.   
 
DJ Carmichael Pty Limited, members of the Research Team; including authors of this report, its directors and employees advise that they may hold 
securities, may have an interest in and/or earn brokerage and other benefits or advantages, either directly or indirectly from client transactions in stocks 
mentioned in this report. DJ Carmichael Pty Ltd holds an immaterial holding in Altech Chemicals Ltd. The analyst who wrote this report does not hold 
securities in Altech Chemicals Ltd. DJ Carmichael Pty Ltd provides corporate advice to Altech Chemicals Ltd and is paid a fee for these services. DJ 
Carmichael Pty Ltd acted as Lead Manager in two capital raisings for Altech Chemicals Ltd and was paid a fee for these services.  
 
DJ Carmichael Pty Ltd is a wholly owned subsidiary of DJ Carmichael Group Pty Ltd ACN 114 921 247.  
 
In accordance with Section 949A of the Corporations Act 2001 D J Carmichael Pty Limited advise this email contains general financial advice only.  In 
preparing this document D J Carmichael Pty Limited did not take into account the investment objectives, financial situation and particular needs (‘financial 
circumstances’) of any particular person.  Accordingly, before acting on any advice contained in this document, you should assess whether the advice is 
appropriate in light of your own financial circumstances or contact your D J Carmichael Pty Limited adviser.  D J Carmichael Pty Limited, its Directors 
employees and advisers may earn brokerage or commission from any transactions undertaken on your behalf as a result of acting upon this information.  
D J Carmichael Pty Limited, its directors and employees advise that they may hold securities, may have an interest in and/or earn brokerage and other 
benefits or advantages, either directly or indirectly, from client transactions. D J Carmichael Pty Limited believe that the advice herein is accurate however 
no warranty of accuracy or reliability is given in relation to any advice or information contained in this publication and no responsibility for any loss or  
damage whatsoever arising in any way for  any representation, act or omission, whether express or implied (including responsibility to any persons by 
reason of negligence), is accepted by  DJ Carmichael Pty Limited or any officer, agent or employee of D J Carmichael Pty Limited. This message is intended 
only for the use of the individual or entity to which it is addressed and may contain information that is privileged, confidential and exempt from disclosure 
under applicable law. If you are not the intended recipient or employee or agent responsible for delivering the message to the intended recipient, you are 
hereby notified that any dissemination, distribution or copying of this communication and its attachments is strictly prohibited.  
 
The Author of this report made contact with the Altech Chemicals Ltd for assistance with verification of facts, admittance to business sites, access to 
industry/company information.  No inducements have been offered or accepted by the company.  
 
The recommendation made in this report is valid for four weeks from the stated date of issue.  If in the event another report has been constructed and 
released on Altech Chemicals Ltd, the new recommendation supersedes this and therefore the recommendation in this report will become null and void. 
 
Recommendation Definitions 
 
SPECULATIVE BUY – 10% or more outperformance, high risk 
BUY – 10% or more outperformance 
HOLD – 10% underperformance to 10% over performance 
SELL – 10% or more underperformance 
Period: During the forthcoming 12 months, at any time during that period and not necessarily just at the end of those 12 months. 
 
Stocks included in this report have their expected performance measured relative to the ASX All Ordinaries index.  DJ Carmichael Pty Limited’s 
recommendation is made on the basis of absolute performance.  Recommendations are adjusted accordingly as and when the index changes. 
 
To elect not to receive any further direct marketing communications from us, please reply to this email and type 'opt out ' in the subject line. Please allow 
two weeks for request to be processed. 
 

© 2016 No part of this report may be reproduced or distributed in any manner without permission of DJ Carmichael Pty Limited.  

  
 

 


