
Sayona Mining Limited 

(ASX: SYA)

December 2017



Independent Investment Research 

WHO IS IIR? 

Independent Investment Research, “IIR”, is an independent investment research house based in Australia and the United States. IIR specialises in the analysis of high quality commissioned research for 
Brokers, Family Offices and Fund Managers. IIR distributes its research in Asia, United States and the Americas. IIR does not participate in any corporate or capital raising activity and therefore it does 
not have any inherent bias that may result from research that is linked to any corporate/ capital raising activity.

IIR was established in 2004 under Aegis Equities Research Group of companies to provide investment research to a select group of retail and wholesale clients. Since March 2010, IIR (the Aegis Equities 
business was sold to Morningstar) has operated independently from Aegis by former Aegis senior executives/shareholders to provide clients with unparalleled research that covers listed and unlisted 
managed investments, listed companies, structured products, and IPOs.
IIR takes great pride in the quality and independence of our analysis, underpinned by high caliber staff and a transparent, proven and rigorous research methodology.

INDEPENDENCE OF RESEARCH ANALYSTS

Research analysts are not directly supervised by personnel from other areas of the Firm whose interests or functions may conflict with those of the research analysts. The evaluation and appraisal of research 
analysts for purposes of career advancement, remuneration and promotion is structured so that non-research personnel do not exert inappropriate influence over analysts.

Supervision and reporting lines: Analysts who publish research reports are supervised by, and report to, Research Management. Research analysts do not report to, and are not supervised by, any sales 
personnel nor do they have dealings with Sales personnel

Evaluation and remuneration: The remuneration of research analysts is determined on the basis of a number of factors, including quality, accuracy and value of research, productivity, experience, individual 
reputation, and evaluations by investor clients. 

INDEPENDENCE – ACTIVITIES OF ANALYSTS

IIR restricts research analysts from performing roles that could prejudice, or appear to prejudice, the independence of their research.

Pitches: Research analysts are not permitted to participate in sales pitches for corporate mandates on behalf of a Broker and are not permitted to prepare or review materials for those pitches. Pitch materials 
by investor clients may not contain the promise of research coverage by IIR.

No promotion of issuers’ transactions: Research analysts may not be involved in promotional or marketing activities of an issuer of a relevant investment that would reasonably be construed as representing 
the issuer. For this reason, analysts are not permitted to attend “road show” presentations by issuers that are corporate clients of the Firm relating to offerings of securities or any other investment banking 
transaction from that our clients may undertake from time to time. Analysts may, however, observe road shows remotely, without asking questions, by video link or telephone in order to help ensure that they 
have access to the same information as their investor clients. 

Widely-attended conferences: Analysts are permitted to attend and speak at widely-attended conferences at which our firm has been invited to present our views. These widely-attended conferences may 
include investor presentations by corporate clients of the Firm.

Other permitted activities: Analysts may be consulted by Firm sales personnel on matters such as market and industry trends, conditions and developments and the structuring, pricing and expected market 
reception of securities offerings or other market operations. Analysts may also carry out preliminary due diligence and vetting of issuers that may be prospective research clients of ours.

INDUCEMENTS AND INAPPROPRIATE INFLUENCES

IIR prohibits research analysts from soliciting or receiving any inducement in respect of their publication of research and restricts certain communications between research analysts and personnel from other 
business areas within the Firm including management, which might be perceived to result in inappropriate influence on analysts’ views.

Remuneration and other benefits: IIR procedures prohibit analysts from accepting any remuneration or other benefit from an issuer or any other party in respect of the publication of research and from offering 
or accepting any inducement (including the selective disclosure by an issuer of material information not generally available) for the publication of favourable research. These restrictions do not preclude the 
acceptance of reasonable hospitality in accordance with the Firm’s general policies on entertainment, gifts and corporate hospitality. 

DISCLAIMER

This publication has been prepared by Independent Investment Research (Aust) Pty Limited trading as Independent Investment Research (“IIR”) (ABN 11 152 172 079), an corporate authorised representative of 
Australian Financial Services Licensee (AFSL no. 410381. IIR has been commissioned to prepare this independent research report (the “Report”) and will receive fees for its preparation. Each company specified 
in the Report (the “Participants”) has provided IIR with information about its current activities. While the information contained in this publication has been prepared with all reasonable care from sources that IIR 
believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused. In the event that updated or additional information is issued by the “Participants”, 
subsequent to this publication, IIR is under no obligation to provide further research unless commissioned to do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IIR as 
at the date of publication and may change without notice. IIR and each Participant in the Report, their officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss 
or damage relating to this document to the full extent permitted by law. This publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any 
investment. Any opinion contained in the Report is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner in which a 
recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment objectives, financial situation or particular needs of any individual recipient. Investors should 
obtain individual financial advice from their investment advisor to determine whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, financial 
situation or particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any person(s) who is resident of any other country. This 
document does not constitute an offer of services in jurisdictions where IIR or its affiliates do not have the necessary licenses. IIR and/or the Participant, their officers, employees or its related bodies corporate 
may, from time to time hold positions in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such securities. IIR and the Participant, their directors 
and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or other benefits from the securities mentioned in this publication. 

IIR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or otherwise in connection 
with making any statements and/or recommendation (if any), contained in this Report. IIR discloses that from time to time it or its officers, employees and related bodies corporate may have an interest in the 
securities, directly or indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the companies mentioned in this publication; may affect transactions 
which may not be consistent with the statements and/or recommendations (if any) in this publication; may have directorships in the companies mentioned in this publication; and/or may perform paid services 
for the companies that are the subject of such statements and/or recommendations (if any).

However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report. The information contained in this 
publication must be read in conjunction with the Legal Notice that can be located at http://www.independentresearch.com.au/Public/Disclaimer.aspx.

THIS IS A COMMISSIONED RESEARCH REPORT.

The research process includes the following protocols to ensure independence is maintained at all times:

1) The research process has complete editorial independence from the company and this included in the contract with the company;

2) Our analyst has independence from the firm’s management, as in, management/ sales team cannot influence the research in any way;

3) Our research does not provide a recommendation, in that, we do not provide a “Buy, Sell or Hold” on any stocks.  This is left to the Adviser who knows their client and the individual portfolio of the client.

4) Our research process for valuation is usually more conservative than what is adopted in Broking firms in general sense.  Our firm has a conservative bias on assumptions provided by management as 
compared to Broking firms.

5)  All research mandates are settled upfront so as to remove any influence on ultimate report conclusion;

6) All staff are not allowed to trade in any stock or accept stock options before, during and after (for a period of 6 weeks) the research process.

For more information regarding our services please refer to our website www.independentresearch.com.au.



Sayona Mining Limited (ASX: SYA)

Independent Investment Research 

Contents
Solid Progress On All Fronts ......................................................................... 1

Key Points ..................................................................................................... 1

Valuation Summary ....................................................................................... 1

Activities Update .......................................................................................... 2

Capital Raising ......................................................................................... 2

Strategic Alliance .................................................................................... 2

Authier Lithium Project ........................................................................... 2

Western Australian Lithium Projects ....................................................... 7

Corkwood Graphite Project ..................................................................... 9

Valuation ..................................................................................................... 10

Risks ............................................................................................................11



1Independent Investment Research 

Note: This report is based on 
information provided by the company 
as at December 19, 2017
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Share Price Performance

Sayona Mining Limited (ASX: SYA)

Update - December 2017

SOLID PROGRESS ON ALL FRONTS
Sayona Mining Limited (ASX: SYA, “Sayona” or “the Company”) has made solid progress 
on all fronts since our July, 2017 initiation report. The key developments have been in the 
completion of the optimised Authier Pre-Feasibility Study (“PFS”) in December, which 
incorporated upgraded Resources and Reserves and significantly improved metallurgy; other 
activities at Authier have included progressing permitting activities and the completion of 
a conceptual study that highlighted the value add potential of downstream processing of 
spodumene concentrates.

Sayona is now progressing into the Definitive Feasibility Study (“DFS”) at Authier, with this 
slated for completion in the 2nd quarter of 2018; the Company is currently undertaking a 
3,000m to 4,000m drilling programme to provide samples for pilot scale metallurgical test 
work and to upgrade and expand resources amongst others.

In Western Australia, the Company has received encouraging results from exploration over 
the Pilbara lithium projects, and in addition work over the Deep Well application has indicated 
the presence of rocks potentially prospective for the recent conglomerate-hosted gold 
mineralisation that has been the cause of a recent exploration “rush” in the Pilbara.

KEY POINTS
December optimised PFS improves on an already low cost, robust project: Results of 
the December optimised PFS have highlighted the potential of Authier as a low cost, robust 
hard-rock lithium project, which returned a pre-tax NPV of C$221 million and an IRR of 56% 
for an estimated initial capital outlay of C$64 million.

Optimised metallurgy: The study incorporated the results of ongoing metallurgical 
optimisation work, which has highlighted the opportunity to increase concentrate grades to 
over 6.00% Li2O (5.75% was used in the initial study) and recoveries to 82% (with 80% used 
in the initial study); there is the potential for these figures to be higher, and the Company has 
a pilot scale test work programme planned for over the northern winter.

Downstream processing: A positive conceptual study was completed investigating the 
production of the value add products of lithium carbonate and/or lithium hydroxide, taking 
advantage of Quebec’s world class infrastructure, cheap power and skilled workforce; there 
is also the opportunity to team up with other potential spodumene concentrate producers to 
build an expanded plant to take advantage of economies of scale.

Permitting advanced: Permitting activities, including environmental studies and stakeholder 
engagement have continued to be advanced, with the Company expecting to complete 
these and have environmental permitting for a 700,000tpa operation completed in early 2018 
- the approval of the mining lease will then be dependent upon the completion of the DFS, 
expected before June, 2018.

Strategic Alliance MoU: Sayona has signed a MoU with Changuan Lico Co Ltd 
(“Changuan”), a battery manufacturer and subsidiary of the major Minmetals Group to enter 
into a strategic alliance to look at fast tracking project development, concentrate offtake and 
financing amongst others.

Australian projects: Very positive results have been gained from Sayona’s lithium exploration 
portfolio in Western Australia, with these including prospective but relatively under explored 
properties as exemplified by the Mallina discovery; in addition reconnaissance work over the 
Deep Well application has highlighted the possibility for conglomerate hosted gold, however 
more work is required to confirm this.

Continuing strong lithium markets: Demand, and hence pricing for lithium remains strong, 
with this forecast to continue; for example 2017 has seen offtake pricing for Australian 6% 
Li2O concentrate in the order of US$840 to US$905/tonne FOB.

Steady News Flow: Ongoing activities should provide steady news flow in 2018, with this 
including the Authier development studies and WA exploration.

VALUATION SUMMARY
We have updated our valuation for Sayona, with this resulting in a base case risked Company 
valuation of A$194 million, or A$0.102/share, up 15% from our previous valuation of A$0.088/
share. The share structure has been diluted for a conceptual funding model for Authier. We 
would expect this valuation to increase with ongoing project de-risking.

The  investment opinion in this report is current as 
at the date of publication. Investors and advisers 
should be aware that over time the circumstances 
of the issuer and/or product may change which 
may affect our investment opinion.

Senior Analyst – Mark Gordon
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ACTIVITIES UPDATE
 � The report presents an update to our initiation report published in July 2017, and available 

from IIR’s and the Company’s websites.

 � Activities have largely been concentrated at Authier in Quebec, with exploration, 
including drilling, being completed at Mallina and the other Western Australian projects.

CAPITAL RAISING

 � In November 2017 the Company raised A$4.874 million before costs at A$0.01/share 
through an oversubscribed 1 for 2 renounceable rights issue, with this being partially 
underwritten by Patersons Securities Limited.

 � There were subscriptions for 625.9 million new shares, with significant trading in the 
rights prior to closure.

 � Funds raised will be used largely to progress activities at Authier, including the current 
DFS.

STRATEGIC ALLIANCE

 � On November 9, 2017, the Company announced that it had entered into a Memorandum 
of Understanding (“MoU”) to enter into a strategic alliance with Changuan, a subsidiary 
of the major Minmetals Group and a battery producer.

 � The alliance will be aimed towards fast tracking development of Authier, and will explore 
marketing, technical and financial development options for the Project, with these 
aspects including:

 – The purchase of up to 100,000tpa of spodumene concentrate,

 – Exploring downstream processing opportunities, including for the value adding 
production of lithium hydroxide and or lithium carbonate, and,

 – Funding and investments for the Company and the Project.

AUTHIER LITHIUM PROJECT

 �  Activities at Authier have largely been related to delivering the optimised PFS, with this 
now leading into a DFS; associated activities have included Resource and Resource 
upgrades, ongoing metallurgical test work and ongoing permitting and environmental 
surveys and studies.

 � Authier is located near the town of Val-d’Or in Ontario, Canada (Figure 1), with the 
Company targeting first production in late 2019.

Figure 1: Authier project location map

Source: Sayona

Resources and Reserves

 � An updated Mineral Resource Estimate (“MRE”) was released to the market on 
December 11, 2017, with this shown in Table 1.

 � This included the 0.274Mt Northern Pegmatite, which was not included in the previous 
estimate, and also used refined solid models.
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 � This resulted in a 5% increase in tonnage from 17.4Mt to 18.35Mt, with the grade 
remaining constant; the proportion of Measured and Indicated Resources also remained 
constant at ~88%.

Table 1: Authier Mineral Resource Estimate (0.45% Li2O lower cut)

Authier Mineral Resource Estimate (0.45% Li2O lower cut)

Category Tonnes (Mt) Grades %Li20 Contained Li20 % of total

Measured 5.86 1.01% 59,186 32.0%

Indicated 10.19 1.03% 104,957 55.6%

Inferred 2.30 0.99% 22,810 12.3%

Total 18.35 1.02% 186,953 100.0%

Source: Sayona

 � There is upside to this resource, with both strike potential and some gaps to be filled in 
the current resource area; in addition it is still open down dip however this would require 
significantly higher incremental strip ratios to extract.

 � As part of the optimised PFS, Sayona also re-estimated and expanded ore reserves for 
Authier (Table 2) – these used a 2% mining dilution and 5% ore loss and resulted in a 
reasonable resource to reserve conversion of 75% (with dilution and loss taken into 
account) of the December 2017 MRE.

 � The updated Reserve also took account of increased concentrate prices and increased 
operating costs (largely due to increased concentrate transport costs).

Table 2: Authier Ore Reserve Estimate

Authier Ore Reserve Estimate

Category Tonnes (Mt) Grades %Li20 Contained Li20 % of total

Proven Reserve 5.59 0.99 55,341 46.1%

Probable Reserve 6.07 1.06 64,363 53.9%

Total Reserves 11.66 1.03 120,098 100%

Source: Sayona

 � The expanded reserves occur in a pit ~1,000m long by 600m wide by 200m deep.

Figure 2: Authier proposed open pit

Source: Sayona

Metallurgy

 � The Company has been undertaking ongoing metallurgical optimisation work, with a 
summary of recent results shown in Table 3.

 � A key aspect of the latest two rounds of work is the potential to produce a +6% 
concentrate at recoveries of over 80%, higher than the figures used in the original PFS of 
a 80% recovery to a 5.75% Li2O concentrate.

 � This has a number of financial benefits, including the potential for a higher price for the 
concentrate, and cheaper transport, with less concentrate being produced for the same 
contained Li2O.

 � Part of the improvement has come from managing dilution, with diluting material having 
a deleterious effect on metallurgical performance - in response to this, a dilution study 
was completed as part of the optimised PFS.

 � Another aspect is that local ground water (which is plentiful) has been shown to be 
suitable for metallurgical purposes.
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Table 3: Authier metallurgical test work - better results

Authier metallurgical test work better - results

Sample Description Concentrate 
Grade %Li2O

Metallurgical 
Recovery %

F6
Grind 150 µ, 2nd -Cleaner concentrate 6.32 83

Grind 150 µ, 1st -cleaner concentrate 5.95 85

F8
Grind 180 µ 2nd -Cleaner concentrate 6.58 83

Grind 180 µ 1st –cleaner concentrate 6.31 85

F1 Grind 180µ, tap water 6.30 74

F2 Grind 150µ, tap water 6.03 81

F3 Grind 180µ, Authier site water 6.10 80

F4 Grind 150µ, Authier site water 5.95 80
F6 and F8 were samples from August 2017 program. F1 to F4 were from the 
October 2017 program

Source: Sayona

Pre-Feasibility Study Optimisation

 � Results and inputs for the optimised PFS are presented in Tables 4 to 6, where the 
figures from the original PFS and optimised study are compared - this incorporated the 
Reserves and metallurgical results as discussed above.

 � For all intents and purposes this is a similar operation to that described in the original 
PFS, however, given the increase in reserves, has a two year longer life and there will be 
no requirement for pre-stripping, stockpiling and treating stockpiles at the end of the life 
of the operation.

 � The Project will produce a chemical grade concentrate, suitable for a number of 
applications, including battery, lubricants, aluminium smelting and pharmaceuticals.

 � The rate of 700,000tpa has been maintained and is to allow for a processing rate of less 
than 2,000tpd, which under Quebec legislation, avoids a costly and lengthy EIA.

 � The Company will however explore the feasibility of an expanded operation once the 
2,000tpd permit has been granted - our modelling has used a conceptual expanded 
operation.

 � Key input differences include:

 – Higher metallurgical recoveries and a higher grade concentrate,

 – Higher concentrate price - US$614/tonne vs US$515/tonne, based both on higher 
price forecasts (we have seen recent offtake contracts for between US$840 and 
US$905/tonne of 6% Li2O concentrate FOB Western Australia) and the higher grade 
negating the requirement to discount the sales price,

 – Higher strip ratio, due to the increased margins allowing the pit to go deeper,

 – Higher operating costs - the main difference here are the concentrate transport costs 
which have increased from an estimated C$38/tonne to C$60/tonne and a higher 
mining cost, due to the higher strip ratio.

 � Capital costs have not materially changed, and given the relatively low figure of C$64 
million, including contingency, should be relatively easy to finance; the main change here 
has been the removal of the requirement for pre-stripping.

 � The overall capital cost (including sustaining capex) is C$67/tonne of concentrate 
produced, with a capital intensity of C$674/annual tonne.

 � In our view the costs are reasonable, and rate favourably with published estimates for 
other development projects.

 � This has returned a robust project, with a pre-tax NPV8 of C$221 million and an IRR of 
56%.

Table 4: Authier PFS parameters and outcomes

Authier PFS parameters and outcomes

Description Unit Value - 
Original PFS

Value - 
Updated PFS

Average Annual Plant Treatment Rate tonnes 700,000 686,000

Annual Average Spodumene Production tonnes 99,000 96,000

Life of Mine/Processing years 13/15 17/17
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Authier PFS parameters and outcomes

Description Unit Value - 
Original PFS

Value - 
Updated PFS

Life of Mine Strip Ratio waste to ore 6:01 6.95

Average Spodumene Price US$/tonne 515 614

Development Capital Costs C$ million 66 64

Total Life of Mine Capital Costs C$ million 113 110

Total Net Revenue (real terms) C$ million 978 1,322

Total Project EBITDA (real terms) C$ million 449 624

Average Life of Mine Cash Costs (Montreal Port FOB basis) C$/tonne 367 430

Net Present Value (real terms @ 8% DR) C$ million 140 221

Pre-Tax Internal Rate of Return % 39 56

Project Payback Period years 2.2 2.5

Exchange Rate CAD:USD 0.76 0.76

Metallurgical Parameters

Process Plant Throughput Rate tonnes pa 700,000 700,000

Metallurgical Recovery % of mill feed 80% 82%

Average Annual Concentrate Produced tonnes 99,000 95,000

Lithium Concentrate Grade Li20 5.75% 6.00%

Iron Grade in Concentrate % Fe2O3 1.41 1.0 to 1.3

Source: Sayona

Table 5: Authier PFS capital cost estimate

Authier PFS Initial Capital Cost Estimates

Cost Area Cost C$ million - 
Original PFS

Cost C$ million - 
Updated PFS

Site Establishment 3.7 3.16

Mine Development (pre-stripping) 5.6 N/A

Process Plant Supply and Install 34.9 35.50

Process Plant Support Infrastructure 1.1 1.59

Non-Process Infrastructure 4.6 6.79

In-directs Costs (including EPCM and working capital 9.2 8.96

Contingency 4.3 5.54

Mining Fleet Leasing (1st year – pre-production) 2.2 2.70

Total Development Capital Costs 65.6 64.18

 Authier  Sustaining Capital Cost Estimates

Mining Fleet Leasing (after commencement of commercial production) 35.2
38.48

Mine Sustaining Capital 4.6

Mill Sustaining Capital 4.8 4.78

Rehabilitation and Closure Costs 2.5 2.50

Total Sustaining Capital Costs 47.1 45.76

Table 6: Authier PFS LoM cash operating cost estimates

 Authier PFS LoM cash operating cost estimates 

Cost Area
Cost C$/tonne 
Concentrate - 
Original PFS

Cost C$/tonne 
Concentrate - 
Updated PFS

Mining 141 178

Processing 137 134

Transportation FOB Port of Montreal 38 60

Vendor Royalties 37 19

General, Administration and Marketing 14 39

Total Cash Operating Costs 367 430

Source: Sayona
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Permitting Activities

 � The Company has made good progress on permitting and environmental studies, with 
these including a hydrogeological survey, various environmental surveys and completion 
of the mining lease ground survey.

 � Hydrogeological work has included a ten hole drilling programme, which is being used 
to assess hydrogeological conditions, and to assess the potential impacts of the project 
on the water table; it will also be used to assess pumping requirements and to provide 
information for geotechnical engineering.

 � It is expected that final environmental reports will be completed in the first quarter 2018, 
with the Autumn surveys now complete - the environmental certification is one of the 
few items left now to complete for the mining lease application; the others include a DFS 
and rehabilitation plan.

Downstream Processing Concept Study

 � The Company has completed a conceptual downstream processing study looking at 
value add opportunities - this followed on from the successful conversion of Authier 
concentrates to ß-spodumene, a key intermediate compound in the conversion of 
spodumene concentrates to either lithium hydroxide or lithium carbonates.

 � These tests, which included conversion of alpha to beta spodumene in a decrepitation 
kiln followed by extraction of the lithium by sulphuric acid roasting and leached resulted 
in the recovery of up to 96.8% of the contained lithium, and compare favourably with 
benchmark data from spodumene projects with similar testing conditions.

 � The Company is of the view that the results increase the confidence that battery grade 
lithium carbonate will be able to be produced from Authier concentrates.

 � Results of the conceptual study are presented in Table 7 - this incorporated the February 
2017 PFS and has not as yet been updated to reflect the optimised PFS.

Table 7: Authier conceptual downstream study results

Authier downstream conceptual study results

Description Unit Lithium 
Carbonate

Lithium 
Hydroxide

Annual Production Capacity Tonnes 13,000 14,000

Ave Cash operating Costs* C$ per tonne 6,331 6,032

Ave Cash Operating Costs* US$ per tonne 4,812 4,585

Price forecast US$ per tonne 10,200 12,000

Initial Capital# C$ million 223 240

Total Capital# C$ million 284 301

Pre-tax NPV @ 9%DR C$ million 426 794

Pre-Tax IRR % 31 44

Exchange rate CAD$:US$ 0.76
* Cash Operating Costs includes mining, processing, administration, royalties, transport, and downstream 
processing # Capital expenditure includes all mine, concentrator and downstream process plant

Source: Sayona

 � The results of the study highlight the downstream processing potential to deliver 
significant returns, and the Company will also explore options to partner with companies 
with other deposits in the region to take advantage of expected strong economies of 
scale that would result from an expanded facility.

 � Quebec has natural advantages in having low energy costs and well developed 
infrastructure as well as a skilled work force and mining/processing friendly attitude.

 � Sayona plans to complete a PFS on the downstream potential in parallel with the Authier 
concentrate DFS -  this will include converting Authier concentrates to lithium carbonate/
hydroxide, site selection and commencement of permitting.

Ongoing and Upcoming Work

 � Activities are concentrated on  the Authier DFS, with completion targeted for Q2, 2018.

 � This includes the current Phase 3 3,000m to 4,000m drilling programme, which has been 
designed to collect a large sample for pilot scale metallurgical test work to be operated 
at SGS Lakefield in December/January, geotechnical analysis and further optimisation of 
the Resources and Reserves, including Resource upgrades and possible expansions.
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 � Finalisation  of the environmental and permitting requirements (with the exception of the 
DFS) is planned for early 2018, with this including stakeholder engagement.

 � Negotiations are also progressing with Changuan and other potential offtake partners.

WESTERN AUSTRALIAN LITHIUM PROJECTS

 � Work on Sayona’s Western Australian projects has concentrated on the Pilbara, with no 
work being completed at the Mt Edon Project in the Yilgarn.

Mallina Lithium Project

 � Mallina is the site of an early 2017 pegmatite discovery by Sayona, with seven groups of 
pegmatites now being identified (Figure 3) - the most extensive of these is the Eastern 
Number 2 pegmatite, which extends for a strike length of ~1.3km.

 � Work has included geological mapping, geochemical sampling (rock chip and soils) and a 
maiden, 19 hole 1,343m reverse circulation (“RC”) drilling programme, with the drilling 
lightly testing five of the pegmatites in the western and eastern areas (which have a 
combined strike length of 4.5km).

Figure 3: Pilbara Lithium Project

Source: Sayona

 � The drilling intersected pegmatite at each target, with the eastern group returning the 
broadest intersections of up to 19m.

 � Lithium assay grades corresponded with logged spodumene, however, possibly due to a 
late silicification event that has replaced spodumene with silica the downhole intercepts 
did not reflect surface sampling, which returned mineralisation across the full width of 
the pegmatite outcrops.

 � The best intersection was 5m @ 1.00% Li2O from 46m in hole SMRC012, with a peak 
assay of 1m @ 1.62% Li2O from 27m in hole SMRC005.

 � Subsequent petrological work has identified alteration of spodumene to mica-quartz-
feldspar, due to late pegmatite fluids, with lithium being remobilised back into the 
magmatic fluid.

 � The Company however considers that there is the potential for preserved spodumene 
mineralisation in a number of areas.

 � To further assess the potential, Sayona completed a soil geochemical survey, with 331 
samples being collected (Figure 4), with the Area C pegmatites being discovered during 
this work (Figures 3 and 4); pegmatites now occur over an area of some 5km by 3km.

 � The soil sampling identified some areas of lithium anomalism with no identified source; 
also the broadest anomaly is in the northern part of the Area C anomaly.

 � Given the results of the initial soil sampling programme, a further 354 samples were 
collected for which results are still awaited.
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Figure 4: Mallina prospect geology and sampling results

Source: Sayona

Mt Edgar Lithium Project

 � Rock chip sampling and geological reconnaissance at Mt Edgar has identified a number 
of granites with geochemistry typical of those that are the source for spodumene 
pegmatites (Figure 5), with assaying returning anomalous lithium (up to 474ppm Li2O), 
tantalum (up to 236ppm Ta2O5) and tin (up to 45ppm).

 � This first pass work has identified a number of target areas that now require follow up, 
and in addition, identified tenements to the south and east of the Mt Edgar batholith that 
returned no significant results, and thus have been surrendered or withdrawn from the 
Great Sandy Option Agreement.

Figure 5: Mt Edgar sampling results

Source: Sayona
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Deep Well Project

 � The Deep Well application of 119km2 is located approximately 80km SW of POrt Hedland, 
and readily accessible via Highway 1.

 � Although initially and primarily pegged for pegmatite mineralisation, with a similar setting 
to Mallina, reconnaissance work identified previously unmapped pillow basalts, flows and 
mafic fragmentals typical of the Fortescue aged Mt Roe Basalt, which GSWA mapping 
shows to the west and south of the tenement (Figure 6).

 � Poorly outcropping and highly weathered quartz and mafic pebble conglomerates have 
been mapped to the east of the volcanics (Figure 6), with geological relationships 
suggesting that they may be equivalent to the conglomerates that have recently been 
identified as hosting gold mineralisation in the region, including by Artemis Resources 
(ASX: ARV) and De Grey Mining (ASX: DEG) and which have generated considerable 
excitement in the markets.

Figure 6: Deep Well project

Source: Sayona

Ongoing Work - Western Australia

 � A possible round of drilling is planned for Mallina, with the upcoming results of the most 
recent soil sampling to be used to help plan the programme.

 � Further reconnaissance work is planned for Deep Well and Mt Edgar, with the work at 
Deep Well to be concentrated on the potential for conglomerate gold.

CORKWOOD GRAPHITE PROJECT

 � Limited work on Corkwood, located in the East Kimberley some 240km from Wyndham 
included reconnaissance mapping and sampling.

 � Rock chip samples from areas that have historically returned elevated cobalt, returned up 
to 0.275% Co, 2.7% Cu and 2.42% Ni; these are interpreted as being associated with 
weathered pyroxenite intrusives, and are considered encouraging.

 � They are being reviewed along with EM data to determine the potential for conductors 
associated with base metal and cobalt mineralisation to be present at depth.
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VALUATION
 � We have updated our Sayona valuation, again using the same “sum of the parts” method  

as used in our initiation report (Table 8).

 � In the update, we have updated the costs and spodumene prices to reflect those as 
used in the updated PFS, however again we have used a conceptual operation, with six 
years of mining at 700,000tpa followed by 9 years of mining at 1,400,000tpa, for a total 
of 16,800,000 tonnes being mined.

 � This assumes that all inferred mineralisation is upgraded, and a high Resource to Reserve  
conversion - we have also used a higher strip ratio than previous following on from the 
results of the upgraded PFS.

 � The economics are reasonable sensitive to strip ratio - an increase in 1 (e.g. from 6:1 to 
7:1 waste:ore results in an additional 7.5 tonnes of waste needing to be mined for each 
tonne of concentrate, resulting in an additional cost of C$23/tonne of concentrate.

 � We note that in our previous valuation we used a higher spodumene concentrate price 
of US$550/tonne than the US$515/tonne as used by Sayona; in the current valuation we 
have used the same figure of US$614/tonne, therefore our price increase is C$83/tonne, 
broadly similar to the cost increases (C$60/tonne in the upgraded PFS + ~C$25/tonne to 
allow for our higher strip ratio).

 � As such our post-tax, funded Authier valuation has remained largely similar to that of our 
initiation un-risked valuation of A$226 million.

 � We have increased our Pilbara lithium valuation at A$15 million, to reflect the general 
increase in value of lithium stocks over the past six months, and the addition of Deep 
Well, reflecting the recent interest in the Pilbara conglomerate gold story.

 � Again we have used a 40% equity, 60% debt funding scenario, with equity raised at 
A$0.06/share (previously A$0.05/share); our previous model also assumed pre DFS 
funding of A$5 million at A$0.02/share, where in fact this was at A$0.01/share.

 � This results in a diluted share base of 1.9 billion shares.

Table 8: Sayona valuation

Sayona valuation

Item Total (A$m) Risk 
Factor

Risked 
(A$m) Risked/Share Notes

Authier $235.69 80% $188.55 $0.099 NPV8

Pilbara Lithium $15.00 100% $15.00 $0.008 Nom

Mt Edon $1.50 100% $1.50 $0.001 Nom

Head Office -$14.90 100% -$14.90 -$0.008 NPV8

Cash $4.00 100% $4.00 $0.002 Est

Total $241.29 $194.15 $0.102

Source: IIR analysis

 � Sensitivity tables are presented below, showing that Authier is robust and can absorb 
20% adverse movements in key inputs.

Table 9: Authier per share sensitivity - post tax, funded

Authier per share sensitivity - post tax, funded

Change Price Site Costs Recovery Capex

-20% $0.051 $0.110 $0.054 $0.112

-10% $0.072 $0.101 $0.074 $0.105

0% $0.093 $0.093 $0.093 $0.099

10% $0.113 $0.084 $0.112 $0.092

20% $0.134 $0.075 $0.131 $0.085

Source: IIR analysis
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Table 10: Authier per share sensitivity - post tax, funded

Authier per share sensitivity - post tax, funded

Change in Site Operating Costs

-20% -10% 0% 10% 20%
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US$500 $0.07 $0.06 $0.05 $0.05 $0.04

US$550 $0.09 $0.08 $0.07 $0.06 $0.05

US$600 $0.11 $0.10 $0.09 $0.08 $0.07

US$650 $0.12 $0.11 $0.10 $0.10 $0.09

US$700 $0.14 $0.13 $0.12 $0.11 $0.10

US$750 $0.16 $0.15 $0.14 $0.13 $0.12

Source: IIR analysis

RISKS
 � Exploration: This is the key risk for any exploration company, with survival largely based 

on the results of exploration. This is largely mitigated in the case of Sayona in having 
the near development Authier Project, and also given the results of work to date on the 
Western Australian projects.

 � Permitting: This is a risk for any near development project, and for Sayona is applicable 
at Authier; our view however is that the risk here should not be failure to permit, but time 
frames being longer than expected.

 � Funding: This is a perennial issue for junior explorers and developers, with Sayona 
also facing the prospect of having to look to fund development of Authier (with project 
funding markets currently being tight) - this however should be somewhat mitigated 
by the expected relatively low up-front capital for Authier. On the other hand, with the 
recent raising, the Company is well funded for the DFS.

 � Markets: Although relatively buoyant at the moment, markets can turn on a dime and 
funding for juniors can dry up very quickly.

 � Sovereign: Both Quebec and Western Australia are well developed and regarding mining 
jurisdictions - Western Australia ranked 3rd globally in the 2016 Fraser Institute survey, 
with Quebec 6th - Western Australia was the highest ranked Australian state and Quebec 
the third ranked Canadian province.
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