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Sector: Mining
Commodities:

Potash (MOP + SOP) in Morocco

Ticker EML
Price (p/sh) 3.95
12m High (p/sh) 6.2
12m Low (p/sh) 2.6
Shares (m) 686.1
Mkt Cap (Em) 27.1
Markets LSE
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Emmerson plc is a resource development
company focused on the development of
the Khemisset potash project in Morocco.
A scoping study was completed in
November 2018 and feasibility is due for
completion in H1 2020.
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Site selection confirms minimal road cost

As part of the ongoing feasibility study for the company’s 100%-owned Khemisset potash
project in Morocco, EML reports that the selection of preferred project site has been
finalised. This has allowed EML to complete design and cost components to connect the
project to the road network. The required road construction to satisfy the entire logistics
to port solution is minimal and rail connections are not required. Feasibility remains on
track for completion H1 2020.

|

What'’s happened. Two things of note; firstly, EML has settled on the final preferred site
location for the Khemisset, i.e. the future location of the plant and processing
infrastructure, and the location of the portal for the underground decline. Secondly,
with site selection made, EML has now been able to accurately budget the cost of
connecting the project to the existing highway infrastructure.

Infrastructure advantage is clear. The project site is located proximal to the A2 toll road
which connects to the coast and the Port of Casablanca — EML’s selected port option
which as EML reported late last year (4th Nov) reduces the pre-production capital cost
for port infrastructure to zero, from US$7.5m. We have visited the selected site location
and have previously commented on the high quality of the A2 and surrounding road
infrastructure. The A2 road is in good condition and does not require any upgrading
work meaning the only road capital required is to connect the project to the highway
and internal site roads. Both the road and the Port of Casablanca have significant spare
capacity. As EML is pursuing a road and truck logistics plan, there is no need to
construct any rail infrastructure.

Not a long road. The selected Khemisset site requires the construction of only 3.2km of
paved roads and 9.6km of internal gravel roads. Given the scale and long-life potential
of Khemisset, we view this as a very small infrastructure build. Design and costing has
been completed by Golder Associates, resulting in a budgeted cost for the construction
of access roads of approximately US$2m including a 15% contingency. This is a slight
increase over the $1.3m in the Scoping Study (Nov 2018) but note that it includes
additional cost owing to the decision to construct a full highway connection to benefit
the local community. Nevertheless, we still view this as an extremely low-cost pre-
production capital item for EML. Reference Kore Potash’s (AIM: KP2) Kola project where
the DFS (Jan 2019) indicates USS63m in pre-production capex for roads alone, plus
USS179m for marine facilities and US$309m for general infrastructure.

Feasibility on track. The site selection is the second completed workstream from the
ongoing feasibility study which EML reiterates is due to release in H1 2020.

Another small glimpse of some of the ongoing workflow as part of the Khemisset
feasibility study. Foremost, we see the RNS as another reinforcement of Khemisset’s
logistics and infrastructure advantage. These are the major building blocks that support
the project’s bottom quartile capital intensity and we are encouraged by EML’s ongoing
quest for further cost savings, chipping away on all levels. The low capital cost and ease of
logistics gives Khemisset a virtually unrivalled advantage in the MOP sector globally. This
we think, will smooth the path in securing financing, and of course the low level of
infrastructure build reduces the construction timeline for the project.
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Figure 1 - Selected site location
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Figure 3 - Proposed connection to the A2 highway
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Disclaimer

This document has been prepared and issued by Shard Capital Partners LLP (“Shard Capital”), which is authorised and regulated by
the Financial Conduct Authority.

This document constitutes a minor non-monetary benefit. This document is a marketing communication and not independent
research. As such, it has not been prepared in accordance with legal requirements designed to promote the independence of
investment research.

This document is published solely for information purposes and is not to be construed as a solicitation or an offer to buy or sell any
securities, or related financial instruments. It does not constitute a personal recommendation as defined by the Financial Conduct
Authority, nor does it take account of the particular investment objectives, financial situations or needs of individual investors. The
information contained herein is obtained from public information and sources considered reliable. However, the accuracy thereof
cannot be guaranteed.

The information contained in this document is solely for use by those persons to whom it is addressed and may not be reproduced,
further distributed to any other person or published, in whole or in part, for any purpose, at any time, without the prior written
consent of Shard Capital. This document is not intended for retail customers and may not be distributed to any persons (or groups of
persons) to whom such distribution would contravene the UK Financial Services and Markets Act 2000. Moreover, this document is
not directed at persons in any jurisdictions in which Shard Capital is prohibited or restricted by any legislation or regulation in those
jurisdictions from making it available. Persons into whose possession this document comes should inform themselves about, and
observe, any such restrictions.

Shard Capital or its employees may have a position in the securities and derivatives of the companies researched and this may impair
the objectivity of this report. Shard Capital may act as principal in transactions in any relevant securities or provide advisory or other
service to any issuer of relevant securities or any company connected therewith.

None of Shard Capital or any of its or their officers, employees or agents accept any responsibility or liability whatsoever for any loss
however arising from any use of this document or its contents or otherwise arising in connection therewith. The value of the
securities and the income from them may fluctuate. It should be remembered that past performance is not a guarantee of future
performance. Investments may go down in value as well as up and you may not get back the full amount invested. The listing
requirements for securities listed on AIM or ISDX are less demanding and trading in them may be less liquid than main markets. If
you are unsure of the suitability of share dealing specifically for you then you should contact an Independent Financial Adviser,
authorised by the Financial Conduct Authority. By accepting this document, the recipient agrees to the foregoing disclaimer and to
be bound by its limitations and restrictions.

Shard Capital has in place a Conflicts of Interest Policy relating to its research and marketing communication activities, and
disclosure and conflicts in general is available on request.
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