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RESOURCES

Sierra Rutile Ltd 
(SRX $0.30) Speculative Buy

Sierra Rutile Ltd� Year End 31 Dec
Share Price	 0.30		  A$/sh
Price Target	 0.76		  A$/sh
Valuation	 0.44		  A$/sh
			   npv (8.0%)
			 
Shares on issue	 424	 m, diluted * 
Market Capitalisation	 127		  A$m 
Enterprise Value	 67		  A$m 
Debt (30 Jun 22a)	 0		  A$m 
Cash (30 Jun 22a)	 60		  A$m 
Largest Shareholder		  Perpetual

Production F/Cast	 2022F	 2023F� 2024F
Zircon	 7	 6	 6
Rutile / HiTi	 135	 131	 131
Ilmenite	 57	 55	 55

Assumptions	 2022F	 2023F� 2024F
Ilmenite	 294	 290	 280
Zircon	 1909	 1700	 1600
Rutile	 1534	 1375	 1350
AUDUSD	 0.72	 0.74	 0.74

Key Financials	 2022F	 2023F� 2024F
Revenue (A$m)	 324	 275	 272
EBITDA (A$m)	 95	 54	 51
NPAT (A$m)	 93	 50	 31
Cashflow (A$m)	 97	 64	 42
			 
CFPS (Ac)	 23	 15	 8
P/CFPS (x)	 1.3	 2.0	 3.6
			 
EPS (Ac)	 22	 12	 5
EPS growth (%)	 0%	 0%	 -57%
PER (x)	 1.4	 2.6	 6.0
			 
EV:EBITDA (x)	 1.9	 3.2	 3.4
EV:EBIT (x)	 2.0	 3.5	 4.3
			 
DPS (Ac)	 0.0	 0.0	 0.0
Dividend Yield (%)	 0%	 0%	 0%
			 
ND:Net Debt+Equity (%)	 nm	 nm	 nm
Interest Cover (x)	  -   	  -   	  4.5 

Disclaimer

Euroz Hartleys declares that it has acted as 
underwriter to and/or arranged an equity issue in 
and/or provided corporate advice to SRX during 
the last year. Euroz Hartleys has received a fee for 
these services. 

Analyst Date Price Target

Trent Barnett 6th September 2022 $0.76/sh

Initiate Coverage: Speculative Buy

Investment case

Sierra Rutile Ltd (SRX) demerged from Iluka (ILU.asx) in August;

SRX has no debt and a cash balance of A$60m as at 30 June 2022. In 
addition to the cash balance, there is a US$45m rehabilitation trust;

“Area 1” is currently in production and produces around 144ktpa of 
rutile. The remaining mine life is ~5 years.  We estimate Area 1 EBITDA 
(after SRX overheads) ~A$100m on spot prices but that drops to 
~A$50m pa using our base case commodity prices;

Sembehun is a nearby deposit which ILU recently completed a PFS.  
SRX will now complete a DFS, with construction expected CY24.  The 
PFS estimated capex at US$337m.  We estimate annual Sembehun 
EBITDA of ~US$85m pa on base prices or ~US$140m on spot prices;

On spot prices, Sembehun could be funded by Area 1 cash flows.  On 
our base commodity prices though, we estimate new equity and debt 
facilities will be required (DFS is not due until late CY23);

We initiate coverage with a Speculative Buy and 76cps Price Target.

Key points
	y Sep Quarterly production: October
	y Dec Quarterly production: January
	y 1H23 earnings results: February/March
	y Sembehun DFS: late 2023
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Market Statistics� Year End 30 June
Share Price	  $0.300 	 A$/sh 
Issued Capital	 424.2	 m
Options	 0.0	 m
Fully diluted	 424.2	 m
Fully dil. & financed	 824.2	 m
		
Mkt Capital’n (dil.)	 127.3	 $m
Enterprise Value	 67.3	 $m
Debt	 0.0	 $m
Cash	 60.0	 $m
EV post capex	 172.4	 $m

Directors
Greg Martin	 NE Chair
Theuns de Bruyn	 MD
Martin Alciaturi	 ED
Graham Davidson	 NE
Joanne Palmer	 NE
Shareholders	
Perpetual	 14.4%
Tribecca	 7.1%
Yarra	 6.7%
FIL	 6.0%
Vanguard Group	 5.3%
Regal 	 5.2%

F/Cast Production 		  2021A	 2022F	 2023F	 2024F
Area 1 Production Summary	
Mining Inventory	 Mt	 70.4	 60.0	 48.0	 36.0
Grade	 %	 2.7%	 2.7%	 2.7%	 2.7%
Mill Throughput	 Mt	 12.3	 10.4	 12.0	 12.0
HM grade	 %	 3.1%	 3.0%	 2.7%	 2.7%
Zr production	 kt	 4	 7	 6	 6
Rutile production	 kt	 129	 135	 131	 131
Ilmenite production	 kt	 46	 57	 55	 55
Revenue 	 US$m	 184	 235	 202	 201
Cost	 US$m	 -142	 -156	 -153	 -154
 - /t z&r (net ilmenite credits)	 US$/t	 -1047	 -1001	 -1015	
-1012
EBITDA	 US$m	 42	 79	 50	 47
Ilmenite	 % rev.	 6.0%	 6.0%	 6.5%	 7.2%
Zircon	 % rev.	 5.1%	 5.1%	 4.4%	 4.8%
Rutile	 % rev.	 88.9%	 88.9%	 89.2%	 88.0%
Sembehun Production Summary		
Mining Inventory	 Mt	 187.9	 187.9	 187.9	 187.9
VHM Grade	 %	 2.4%	 2.4%	 2.4%	 2.4%
Mill Throughput	 Mt	 0.0	 0.0	 0.0	 0.0
VHM grade	 %	 -	 -	 -	 -
Zr production	 kt	 0.0	 0.0	 0.0	 0.0
Rutile production	 kt	 0.0	 0.0	 0.0	 0.0
Ilmenite production	 kt	 0.0	 0.0	 0.0	 0.0
Revenue 	 US$m				  
Cost	 US$m				  
 - /t z&r (net ilmenite credits)	 US$/t			 

Ratio Analysis (A$m)	 2021A	 2022F	 2023F	 2024F

CF (A$m)	  2 	  98 	  64 	  52 
CF / Sh (Ac/sh)	  0 	  23 	  15 	  8 
CF Ratio (x)	  99 	  1 	  2 	  4 
				  
Earnings (A$m)	  8 	  93 	  50 	  31 
EPS (Ac/sh)	  1 	  22 	  12 	  5 
EPS Growth (%)				    -57%
Earnings Ratio (x)	  23 	  1 	  3 	  6 
				  
E’prise Val. (A$m) full funded	  234 	  183 	  172 	  175 
EV : EBITDA (x)	  8 	  2 	  3 	  3 
EV : EBIT (x)	  nm 	  2 	  3 	  4 
				  
Net Debt / ND+Eq (%)	 nm	 nm	 nm	 nm
Interest Cover (x)	 -	 -	 -	 4.5
EBIT Margin (%)	 -6%	 29%	 18%	 15%
ROE (%)	 14%	 59%	 22%	 10%
ROA (%)	 7%	 34%	 14%	 6%
				  
Div. (Ac/sh)	  -   	  -   	  -   	  -   
Div. payout ratio (x)	  -   	  -   	  -   	  -   
Div. Yield (%)	 0.0%	 0.0%	 0.0%	 0.0%
Div. Franking (%)	 100%	 100%	 100%	 100%

Profit and Loss (A$m)	 2021A	 2022F	 2023F	 2024F
Net Revenue	 255.8	 323.7	 275.1	 271.6
Total Costs	 -227.4	 -228.3	 -220.7	 -220.7
EBITDA	 28.5	 95.3	 54.4	 50.9
 - margin	 11%	 29%	 20%	 19%
Depreciation/Amort	 -44.6	 -2.0	 -4.5	 -10.6
EBIT	 -16.1	 93.4	 49.9	 40.3
Net Interest	 -0.7	 0.0	 0.0	 -9.0
Pre-Tax Profit	 13.2	 93.3	 49.9	 31.3
Tax Expense	 -4.7	 -0.5	 -0.2	 -0.2
Normalised NPAT	 8.5	 92.9	 49.6	 31.2
Abnormal Items	 0.0	 0.0	 0.0	 0.0
Reported Profit	 8.5	 92.9	 49.6	 31.2
Minority 	 0.0	 0.0	 0.0	 0.0
Profit Attrib	 8.5	 92.9	 49.6	 31.2

Cash Flow (A$m)	 2021A	 2022F	 2023F	 2024F
Operating Cashflow	 1.9	 97.9	 63.8	 51.5
Income Tax Paid	 -5.3	 -0.5	 -0.2	 -0.2
Interest & Other	 -0.3	 0.0	 0.0	 -9.0
Operating Activities	 -3.6	 97.4	 63.6	 42.4
				  
Property, Plant & Equip.	 0.0	 -41.4	 -49.0	 -143.9
Exploration and Devel.	 0.0	 -4.8	 -3.8	 -0.8
Other	 0.0	 0.0	 0.0	 0.0
Investment Activities	 0.0	 -46.2	 -52.8	 -144.7
				  
Borrowings	 0.0	 0.0	 0.0	 150.0
Equity or “tbc capital”	 0.0	 0.0	 0.0	 100.0
Dividends Paid	 0.0	 0.0	 0.0	 0.0
Financing Activities	 0.0	 0.0	 0.0	 250.0
				  
Net Cashflow	 -3.6	 51.2	 10.8	 147.7

Balance Sheet (A$m)	 2021A	 2022F	 2023F	 2024F
Cash	 13.1	 64.2	 75.0	 222.7
Other Current Assets	 117.5	 115.1	 104.6	 104.0
Total Current Assets	 130.6	 179.3	 179.6	 326.7
Property, Plant & Equip.	 37.5	 76.9	 121.4	 254.8
Exploration	 0.0	 4.8	 8.6	 9.4
Investments/other	 61.5	 61.5	 61.5	 61.5
Tot Non-Curr. Assets	 99.0	 143.3	 191.6	 325.7
Total Assets	 229.6	 322.6	 371.2	 652.4
				  
Short Term Borrowings	 0.1	 0.1	 0.1	 0.1
Other	 42.8	 42.9	 41.9	 41.9
Total Curr. Liabilities	 42.9	 43.0	 42.0	 42.0
Long Term Borrowings	 -	 -	 -	 150.0
Other	 74.9	 74.9	 74.9	 74.9
Total Non-Curr. Liabil.	 74.9	 74.9	 74.9	 224.9
Total Liabilities	 117.8	 117.9	 116.9	 266.9
Net Assets	 111.8	 204.7	 254.3	 385.5
Net Debt	 -12.9	 -64.1	 -74.9	 -72.6

Reserves & Resources
  	 VHM Grade	 Rutile	 Ilmenite	 Zircon
Total Resource	 1.8%	 59.2%	 35.2%	 5.5%
Area 1 (Sierra Leone)	 1.6%	 63%	 31%	 6%
Sembehun (Sierra Leone)	 1.9%	 58%	 37%	 5%
Other				  
Total Reserve	 2.4%	 61.0%	 34.9%	 4.1%
Area 1 (Sierra Leone)	 2.1%	 67%	 29%	 5%
Sembehun (Sierra Leone)	 2.5%	 60%	 36%	 4%
Other

Sierra Rutile Ltd
(SRX $0.30) Speculative Buy
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RESOURCES

Analysis

SRX is a rutile producer in Sierra Leone and demerged from Illuka 
earlier this year.

Current Resources (Area 1 is in production, Sembehun is a development 
nearby)

Source: SRX

AREA 1 (100%)

Sierra Rutile was acquired by ILU.asx in 2016. The operations have had 
periods of only marginal profitability, but the recent improvement in 
fiscal terms, operating costs and selling prices means there is now a 
decent profit margin. The new fiscal terms related to the minimum tax 
rate in relation to Area 1. It reduced from 3.5% of turnover up until July 
2021 to 0.5% from August 2021 onwards.

The company estimated FY22 cost guidance is US$892/t rutile, 
although this excludes overheads.  Corporate overheads were US$23m 
in CY21, but we expect it to return to US$10m in CY22. CY21 non-site 
costs were boosted by several one-offs, including expensing capex. 

The remaining mine life is ~4-6 years, with possible extension beyond 
that.

Sierra Rutile Ltd
(SRX $0.30) Speculative Buy
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

Area 1 historical operating and financial performance
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

Source: SRX Demerger Booklet

Area 1 reserves and resources

Source: SRX

Euroz Hartleys estimated Area 1 production (base case commodity prices)

Area 1 Production Summary Dec 21a Dec 22e Dec 23e Dec 24e Dec 25e Dec 26e Dec 27e

Mining Inventory Mt 70.9 60.0 48.0 36.0 24.0 12.0 0.0

Grade % 2.8% 2.7% 2.7% 2.7% 2.7% 2.7% #DIV/0!

Mill Throughput Mt 12.3 10.9 12.0 12.0 12.0 12.0 12.0

HM grade % 3.1% 3.1% 2.7% 2.7% 2.7% 2.7% 2.7%

Zr production kt 4 5 6 6 6 6 6

Rutile production kt 129 136 132 132 132 132 132

Ilmenite production kt 46 57 55 55 55 55 55

Revenue US$m 184 228 203 202 196 191 191

Cost US$m -142 -145 -153 -154 -154 -154 -154

 - /t z&r (net ilmenite credits) US$/t -1047 -932 -1011 -1008 -1017 -1023 -1023

EBITDA US$m 42 83 50 48 43 38 38

Ilmenite % rev. 6.2% 6.2% 6.4% 7.2% 6.8% 6.5% 6.5%

Zircon % rev. 3.2% 3.2% 4.4% 4.8% 4.5% 4.2% 4.2%

Rutile % rev. 90.5% 90.5% 89.2% 88.0% 88.7% 89.3% 89.3%

Source: Euroz Hartleys



Euroz Hartleys Limited
All information and advice is confidential and for the private information of the person to whom it is provided and is provided without  
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.  
Refer to full disclaimer at the end of this document.

6

RESOURCES

Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

Euroz Hartleys estimated Area 1 production (spot case commodity prices)

Area 1 Production Summary Dec 21a Dec 22e Dec 23e Dec 24e Dec 25e Dec 26e Dec 27e

Mining Inventory Mt 70.9 60.0 48.0 36.0 24.0 12.0

Grade % 2.8% 2.7% 2.7% 2.7% 2.7% 2.7%

Mill Throughput Mt 12.3 10.9 12.0 12.0 12.0 12.0 12.0

HM grade % 3.1% 3.1% 2.7% 2.7% 2.7% 2.7% 2.7%

Zr production kt 4 5 6 6 6 6 6

Rutile production kt 129 136 132 132 132 132 132

Ilmenite production kt 46 57 55 55 55 55 55

Revenue US$m 184 238 231 236 236 236 236

Cost US$m -142 -144 -148 -148 -148 -148 -148

 - /t z&r (net ilmenite credits) US$/t -1047 -869 -911 -886 -886 -886 -886

EBITDA US$m 42 95 83 88 88 88 88

Ilmenite % rev. 8.9% 8.9% 9.8% 11.1% 11.1% 11.1% 11.1%

Zircon % rev. 3.4% 3.4% 4.7% 5.2% 5.2% 5.2% 5.2%

Rutile % rev. 87.7% 87.7% 85.5% 83.7% 83.7% 83.7% 83.7%

Source: Euroz Hartleys

SEMBEHUN (100%)

Sembehun is a nearby deposit which ILU recently completed a PFS.  
The company will now pursue a DFS.

The resource is much larger than Area 1, and hence SRX production and 
profit would increase under a development.  The intention is to have a 
transition from Area 1 to Sembehun such that offtake customers can be 
continuously fulfilled and do not need to find alternative supply.

Sembehun PFS

Source: SRX
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

Sembehun Timetable 

Source: SRX

Sembehun Reserves

Source: SRX Demerger Booklet
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Euroz Hartleys estimated Sembehun production (base case commodity 
prices)

Sembehun Production Summary Dec 21a Dec 22e Dec 23e Dec 24e Dec 25e Dec 26e Dec 27e Dec 28e Dec 29e Dec 30e Dec 31e Dec 32e

Mining Inventory Mt 187.9 187.9 187.9 187.9 187.9 183.4 175.5 162.0 148.5 135.0 121.5 108.0

VHM Grade % 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%

Mill Throughput Mt 0.0 0.0 0.0 0.0 0.0 4.5 7.9 13.5 13.5 13.5 13.5 13.5

VHM grade % - - - - - 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%

Zr production kt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Rutile production kt 0.0 0.0 0.0 0.0 0.0 58.3 102.1 175.0 175.0 175.0 175.0 175.0

Ilmenite production kt 0.0 0.0 0.0 0.0 0.0 21.4 37.4 64.2 64.2 64.2 64.2 64.2

Revenue US$m 79 139 238 240 244 244 244

Cost US$m -63 -92 -156 -156 -156 -158 -158

 - /t z&r (net ilmenite credits) US$/t -1004 -822 -815 -815 -815 -824 -827

EBITDA US$m 16 47 82 83 88 87 86

Ilmenite % rev. 5.7% 5.7% 5.7% 5.6% 5.5% 5.5% 5.5%

Zircon % rev. 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Rutile / Hi-Ti production % rev. 94.3% 94.3% 94.3% 94.4% 94.5% 94.5% 94.5%

Source: Euroz Hartleys

Euroz Hartleys estimated Sembehun production (spot case commodity 
prices)

Sembehun Production Summary Dec 21a Dec 22e Dec 23e Dec 24e Dec 25e Dec 26e Dec 27e Dec 28e Dec 29e Dec 30e Dec 31e Dec 32e

Mining Inventory Mt 187.9 187.9 187.9 187.9 187.9 183.4 175.5 162.0 148.5 135.0 121.5 108.0

VHM Grade % 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%

Mill Throughput Mt 0.0 0.0 0.0 0.0 0.0 4.5 7.9 13.5 13.5 13.5 13.5 13.5

VHM grade % - - - - - 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%

Zr production kt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Rutile production kt 0.0 0.0 0.0 0.0 0.0 58.3 102.1 175.0 175.0 175.0 175.0 175.0

Ilmenite production kt 0.0 0.0 0.0 0.0 0.0 21.4 37.4 64.2 64.2 64.2 64.2 64.2

Revenue US$m 96 168 288 290 294 294 294

Cost US$m -61 -89 -151 -151 -151 -152 -153

 - /t z&r (net ilmenite credits) US$/t -882 -706 -700 -700 -700 -709 -711

EBITDA US$m 35 80 137 139 144 142 142

Ilmenite % rev. 9.8% 9.8% 9.8% 9.7% 9.6% 9.6% 9.6%

Zircon % rev. 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Rutile / Hi-Ti production % rev. 90.2% 90.2% 90.2% 90.3% 90.4% 90.4% 90.4%

Source: Euroz Hartleys
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

INDUSTRY EXPOSURE

SRX is primarily exposed to the rutile titanium market.  As such, it is 
exposed to global pigment and welding markets;

SRX products

 

Source: SRX

Global and SRX rutile market

Source: SRX Demerger Booklet
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

GEOGRAPHIC EXPOSURE

SRX operations are in Sierra Rutile, south of Freetown.  

Sierra Rutile Operations

Source: SRX

PEERS AND COMPETITORS

ASX listed mineral sands peers include ILU.asx (Australia), STA.asx 
(Australia), BSE.asx (Kenya & Madagascar), SFX.asx (Australia), IMA.asx 
(Australia) and SVM.asx (Malawi).
NWF.asx operates a diamond mine in Sierra Leonne.
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Sierra Rutile Ltd
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KEY SUPPLIERS & CUSTOMERS

SRX key customers

Source: SRX

Management, Directors and Major Shareholders

Source: SRX

Major Shareholders

Shareholders %

Perpetual 14.4%

Tribecca 7.1%

Yarra 6.7%

FIL 6.0%

Vanguard Group 5.3%

Regal 5.2%

Source: IRESS
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

OPTIONS, CONVERTIBLES AND UNPAID CAPITAL

There is no significant unpaid capital.

Debt
We assume A$150m of project debt for the construction required in 
2024 for Sembehun, although this assumes commodity prices are lower 
than spot.  At spot prices, the new equity and debt requirements are 
considerably lower (they maybe minimal);

Hedging
There is no hedging.  

Capex requirements
Area 1 capex was expensed in CY21, hence the high implied overheads 
in the accounts.  We expect higher capitalized capex for Area 1 in CY22. 
Sembehun start-up capex is estimate (PFS) at US$284m (Phase 2 
additional US$52m for total US$337m).

Free cash flow
On spot prices we expect meaningful free cash flow from Area 1, but 
we assume it remains on balance sheet to fund Sembehun.  On our 
base case estimates, free cash flow from Area 1 is low, but positive.  
Continued operation maybe important to fill customer offtakes such 
that they can be rolled into Sembehun offtakes when it is developed.

Dividends
We do not expect dividends for a considerable time.  

FX exposure
Costs are mainly in USD.    

Interest Rate exposure
We expect minimal interest rate exposure.  

Commodity price exposure
SRX is mainly exposed rutile prices.  
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

PRICE TARGET TABLE

We have a 76cps Price Target which is a composite of several scenarios.

Price Target Methodology Weighting Spot 12 mth out

NPV12 consensus prices 55% $0.44 $0.46

NPV12 at spot commodity and fx prices 25% $1.14 $1.28

NPV8 consensus prices 15% $0.68 $0.75

NPV8 at spot commodity and fx prices 3% $1.84 $2.04

Net cash backing 2% $0.14 $0.14

Risk weighted composite $0.69

12 Months Price Target $0.76

Shareprice - Last $0.300

12 mth total return 152%

 
SIMPLE S.W.O.T. TABLE

STRENGTHS

In production

Potential mine life extensions

History of operating in country

Experienced management team

WEAKNESSES

Located in Sierra Leonne

Capex requirement

Area 1 AISC

OPPORTUNITIES

Expansions

Other African opportunities

Takeover

THREATS
Commodity Prices

Sovereign Risk
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Copyright & Distribution
The material contained in this communication (and all attachments) is prepared for 
the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only. 

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence 
(AFSL 230052) and is a participant of the Australian Securities Exchange Group, 
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