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Investment case

Drilling at Torrens JV (AIS 70% ARE 30%) has been suspended after spending
~$6m to drill four holes (two unsuccessfully). We believe this is prudent step to
update the targets with new geological/geophysical interpretations and look

at more cost efficient program. Torrens JV only accounts for 16% of our total
$0.24/sh valuation with the bulk ascribed to the operating Tritton 25kt Cu mine.
A failed bid for the CSA mine and this news has resulted in AIS trading at 18
month lows when it was a completely different company - heavily indebted with
a poor capital structure. We believe this in an over reaction and maintain our
Buy.

Key points

e Torrens exploration program (AIS 70% and ARE 30%) has been suspended
after drilling four holes - two unsuccessful due to hitting a shallow acquirer

e The most recent hole TD10 was drilled to target depth of 1.3km. Assays rec’'d
for TD7 reported no significant Cu mineralisation with the highest grade
interval of 20m @ 0.15% Cu from 542m.

¢ Drilling costs have been significantly higher than budget. ARE in their
announcement suggest the JV would have spent 120% of budget or ~ $6m
for four holes or >$1m per hole compared to a budget of $0.5-0.6m per hole.

e We believe the decision to suspend the drill program is prudent given the
cost and the potential to further prioritise the targets via updated geophysical
and geological interpretation.

* On 20/3/19 AIS disclosed it was in discussion to buy the CSA mine from
Glencore for ~ US$575m via a mixture of cash and scrip. On the 15th of April
AIS advised it had been unable to come to agreeable terms with Glencore.

e AIS continues to operate the 25kt Cu Tritton Cu mine. This mine continues to
generate reasonable cashflow.

* At the end of the Mar Q AIS had cash plus Cu receivables of $23.9m. During
the Q it had already spent $2.7m on the Torrens JV.

Aeris Resources Ltd Year End 30 June

Share Price 0.08 A$/sh
Price Target 0.25 A$/sh
Valuation 0.24 A$/sh
(npv 10%)
Shares on issue 643 m, diluted *
Mkt Cap’n 51 A$m
Enterprise Value 77 A$m
Debt -43 A$m
Cash 18 A$m
Largest Shareholder SPOV - 30%
Production F/Cast 2018a 2019f 2020f
Tritton Cu (kt) 27 25 25
C1Cash Costs (A$/Ib)  2.46 272 2.77
AISC (A$/Ib) 3.95 275 2.73
Assumptions 2018a 2019f 2020f
Copper US$/Ib 3.06 2.37 2.33
AUDUSD 0.78 0.86 0.85
Copper A$/Ib 3.94 2.74 2.73
Key Financials 2018a 2019f 2020f
Revenue (A$m) 233 228 222
EBITDA (A$m) 48 37 47
NPAT (A$m) 0 -3 10
Cashflow (A$m) 24 6 23
CFPS (Ac) 5 1 4
P/CFPS (x) 3 9 2
EPS (Ac) 0 -1 2
EPS growth (%) na na na
PER (x) na na 5.0
EV:EBITDA (x) 2.7 2.0 0.9
EV:EBIT (x) 5.7 14.5 2.3
DPS (Ac) 0.0 0.0 0.0
Dividend Yield (%) 0% 0% 0%
ND:Net Debt+Equity (%) 52% 18% na
Interest Cover (x) na na 2.8
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Disclaimer

Euroz Securities declares that it has acted as
underwriter to and/or arranged an equity issue
in and/or provided corporate advice to Aeris Re-
sources Ltd during the last year. Euroz Securities
has received a fee for these services.

Euroz Securities 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 Securities Limited or any member or employee thereof.

Refer to full disclaimer at the end of this document.
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Analysis

We are surprised at the negative market reaction to this news that drilling at
Torrens was being suspended. In our view there was little imputed value for this
JV with the bulk of the value ascribed to the operating mine.

Whilst it is disappointing that only four holes were drilled we believe it is
reckless to continue to spend >$1m per hole without evaluating changes and
opportunities to do things cheaper/better.

We have revised our valuation for the Torrens JV from $35m to $25m in line with
ARE mkt capitalisation. This has reduced our valuation for AIS from $0.28/sh

to $0.24/sh. If you assign zero for Torrens JV then our valuation would still be
$0.20/sh.

AIS is trading at 18 months lows when it was a heavily indebted company with
a poor capital structure. We don’t believe that AIS requires any equity with
operations generating cash and current cash of >$20m.

We maintain our Buy and believe the current price weakness is a knee jerk
reaction to this drill suspension whilst the underlying value of the Tritton remains
intact.

EUROZ

Euroz Securities 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 Securities Limited or any member or employee thereof.

Refer to full disclaimer at the end of this document.
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Key Varlables Our Share Price Sensitivity

Val/ Sh Copper $ Vol '000 AlS 12 month price history AS/eh
$0.24 -20%  -15% -10%  -5% 0% 5%  10%  15%  20% 18000 s040
20% | -003 000 004 007 010 014 017 020 024 1o .
15% | -0.01 0.03 006 010 013 017 020 024 027 1m0
8 10%| 002 006 009 013 016 020 024 027 0.3l 5000 s020
3 5% | 005 009 012 016 020 024 027 031 035 o so10
2 0%| 008 012 016 020 024 028 032 036 040 20 |
-5% om 015 020 024 028 032 036 041 045 Snis sep1s  Decis Mo mts soo0
10% | 015 020 024 028 033 037 042 046 050
5% | 019 024 029 033 038 043 047 052 057 Our Market Sensitivity
20% | 024 029 034 039 044 049 054 059 064 Valuation - $0.24/sh

AIS - Prod'n & AISC Forecasts Price Target - $0.25/sh
Bull Scenario - $0.50/sh
() (AS/Ib)
30,000 5 Kurrajong prospect develops into a mineable pro-
ject and adds 2-3yrs additional life to operations

25,000 and Cu price tracks higher than our forecast.

Base Scenario - $0.25sh
20,000

3 Tritton continues to operate for the next five
15,000 3 years in line with its current reserve estimate.

2 Bear Scenario - $0.05/sh

10,000
Copper price falls and Tritton ceases to generate
5,000 any free cash net of detbtrepayments.

FY'18 FY'19 FY'20 FY21 FY'22 FY'23 Company Summary
= Cu Production (1) - ——=AISC (A3/Ib) Aeris Resources Ltd (AIS) is an Australian copper
production company. Tritton Copper Mine re-

Euroz Forecast FY18  FY19 FY20  FY'21 FY22 FY'23 mains its flagship asset and has been operating
Copper $ $3.06  $2.37  $2.33  $266  $272  $2.72 continuously since 2005. Production has varied
at bewteen 22kt to 30kt pa . We forecast average
annual production of approximately 24,000 t
of Cu for the remaining 5 yrs. Current Mineral
Reserve Estimate of 10.5Mt at 1.5% Cu and a mini-
mum LOM of 5 years.

AUDUSD $0.78 $0.86 $0.85 $0.88 $0.90 $0.90

Disclaimer

The projections and information above is based
on the set assumptions outlined. Due care and
attention has been used in the preparation of
this information. However actual results may
vary from forecasts and any variation may be
materially positive or negative. Forecasts by their
very nature, are subject to uncertainty and con-
tingencies, many of which are outside the control
of Euroz.

Euroz Securities 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 Securities Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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Market Statistics Year End 30 June Profit and Loss (A$m) 2018aJune H’19 2019f 2020f 2021f
Share Price 0.08 A$/sh Directors Sales Revenue 231 100 224 221 257
Issued Capital A. Labuschagne Ex Charm Hedging Revenue 0 3 3 - -
FP Ord 455.7 m  A.Morrison Dir Interest Revenue 2 1 1 1 2
Opts (Mgt) 93.4 M.Muscillo Dir Other Revenue - - - - -
Preference Share 93.4 M. Derwin Dir TOTAL REVENUE 233 104 228 222 259
Jotal DIl FPOrd €425 m Operating Costs 71 85 179 167 165
Market Capitalisation 51 m
EnterprisepVaIue $$77 m Shareholders Dep/Amort 25 12 28 29 33
Debt $43 m*  SPOV 30% O/H + New Bus Dev 13 4 12 8 8
Cash si8. mt 3C8 2% ES%VAV/O 48 ” 3;1 47 83
. Dir + Mgt 20%
Hedging 12kt @ A$8,670/t Glencore 50/: EBIT 23 ©) 5 18 50
Interest Expense 19 4 8 5 2
Net Profit bef Tax 6 “4) (@) 14 50
Asset Valuation A$m A$/sh Tax 6 m 2 4 14
. Minority Interest - - - - -
Tritton (npv 10%) 133 0.21
Corporate ? o8 -0.04 NET PROFIT ) (&) ) 10 37
Hedging 2 0.00 Net Adjustment 54 - - - -
Tax losses 20 O..O3 Net Profit After Adjustment 54 3) 3) 10 37
Exploration 25 0.04
Torrens JV 25 0.04 Cash Flow (A$m) 2018aJune H’19 2019f 2020f 2021f
Debt -15 -0.02 Net Profit 0 -3 -3 10 37
Working Capital (debt) -27 -0.04 + Working Capital Adj 19 [0} -1 (6} [0}
Cash 18 0.03 + Dep/Amort 25 12 28 29 33
+ Provisions (0] 2 4 0] 0]
Total @ 10% 153 0.24 + Tax Expense 6 -1 2 4 14
- Tax Paid (¢} (0] (0] (0]
F/Cast Production (A$m)2018aJune H’19 2019f 2020f 2021f Operating Cashflow 49 n 29 43 83
Tritt 100%
Cu P?gd(’n K kt 268 120 252 250 26.3 -Capex + Development 25 5 23 20 16
Cash Cost A$/lb 246 283 276 281 264 -izgéct)sra;frrc]hase q g g Z g g
AlS AS$/Ib . .7 . . .2 -
C $/ 3.30 3.76 3.53 3.53 3.26 +Asset Sales o o o o o
Price Rec’d A$/lb 395 3.88 412 410 4.52 Investing Cashflow 29 -9 -34 24 8
. + Equity Issues [0} [0} 33 0] [0}
Assumptions
Copper US$/b 306 279 296 291 3.33 :'(-ﬁﬁgrDraWdOW” 8 8 8 18 3
FX US$:A 0.78 0.72 0.72 0.71 0.74
BAS -Loan Repayment 13 0 33 14 0
. : s -Dividends 0] 6] 0 0 6]
Ratio Analysis (A$m) 2018aJune H’19 2019f 2020f 2021f Financing Cashflow -8 0 0 0 a
CF (A$m) 24.5 “4.5) 5.8 231 67.5
CF / Sh (Ac/sh) 52 (0.7 0.9 3.6 10.5 Period Sur (Def) 12 -8 -6 19 64
CF Ratio (x) 2.9 - 8.8 2.2 0.8
Cash Balance 23 17 17 36 100
Earnings (A$m) ©.D (2.8) (3.4) 10.3 36.7
EPS (Ac/sh) (0.0) 0.4 (0.5) 1.6 5.7 Balance Sheet (A$m) 2018aJune H’19 2019f 2020f 2021f
EPS Growth (%) na 0% na na 258% Assets
Earnings Ratio (x) na - na 5.0 1.4 Cash 23 17 17 36 100
. Current Receivables 10 10 10 10 10
E'prise Val. (A$m) 129 73 73 40 (25 Other Current Assets 20 20 20 20 20
EV: EBITDA (attn(x) 27 26 20 09 na Non-Current Assets 132 137 137 132 W7
EV:EBIT (att(0) 5.7 na 145 23 na Total Assets 184 183 183 197 246
Net Debt / ND+Eq (%) 52% 18% 18% na na Liabilities
Net Debt : Eqwty (%) 107% 22% 22% na na BOI’rOWingS 82 39 39 25 24
Interest Cover (x) na - na 2.8 na C tA ts P bl 26 25 25 25 25
EBIT Margin (%) 10% 0% 2% 8%  20% Other Lisbilties 1 21 21 21 21
ROE (%) 0%  -3%  -3% 8%  21% Total Liabilities 129 85 85 71 70
ROA (%) 0% 2% -2% 5% 15%
Div. (Ac/sh) ) ) ) _ ) Net Assets 55 99 99 126 177
Div. payout ratio - - - - -
Div. Vield 0% 0% 0% 0% 0% Reserves and Resources
Div. Franking 0% 0% 0% 0% 0% Reserves Resources
mt grade ktcont mt grade ktcont
Tritton (100%) Cu 10.5 1.5 150.00 21.0 1.5 320.00

Euroz Securities 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 Securities Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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EUROZ

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared
for the exclusive use of clients of Euroz Securities Ltd (ACN 089 314 983)
(“Euroz”) only. Euroz is the holder of an Australian Financial Services Licence
(AFSL 243302) issued by the Australian Securities and Investments Commission
(“ASIC”) and is a participant of the Australian Securities Exchange Group

(“ASX Group”).

The information contained herein is confidential and may be legally privileged.
If you are not the intended recipient no confidentiality is lost nor privilege
waived by your receipt of it. Please delete and destroy all copies, and contact
Euroz on (+618) 9488 1400. You should not use, copy, disclose or distribute this
information without the express written authority of Euroz.

Disclaimer & Disclosure

Euroz and its associates declare that they deal in securities as part of their
securities business and consequently may have a relevant interest in the
securities recommended herein (if any). This may include providing equity
capital market services to their issuing company, hold a position in the securities,
acting as principal or agent, or make a market therein and as such may effect
transactions not consistent with the recommendation (if any) in this report.

Euroz declares that it may have acted as an underwriter, arranger, co-arranger or
advisor in equity capital raisings, and will have received a fee for its services, for
any company mentioned within this report during the last 12 months.

You should not act on any recommendation issued by Euroz without

first consulting your investment advisor in order to ascertain whether the
recommendation (if any) is appropriate, having regard to your investment
objectives, financial situation and particular needs. Nothing in this report shall
be construed as a solicitation to buy or sell a security, or to engage in or refrain
from engaging in any transaction.

Euroz believes that the information and advice contained herein is correct at
the time of compilation, however we make no representation or warranty that
it is accurate, complete, reliable or up to date, nor do we accept any obligation
to correct or update the opinions in it. The opinions expressed are subject to
change without notice. No member of Euroz accepts any liability whatsoever
for any direct, indirect, consequential or other loss arising from any use of this
material.

We cannot guarantee that the integrity of this communication has been
maintained, is free from errors, virus interception or interference.

Analyst Certification

We hereby certify that all of the views expressed in this report accurately reflect
our personal views about the subject company or companies and its or their
securities.

No part of our compensation was, is or will be directly or indirectly, related to
the specific recommendations or views expressed by the authoring analyst in
this research.
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