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Key Points

e Lulo alluvial diamond ops in Angola saw mining volumes up 35% to 81kBCM,
with focus on exploring and testing new areas;

* Large high-value diamond recovery continues with Specials including 114cts,
85cts, 62cts and a 17ct light pink;

* Q sales of US$4.5m at US$893/ct, lower than ave price rec’d of US$1,384/
ct for CY, however a parcel of Special diamonds was withheld for sale in
Q4 under Angola’s new marketing policy which should increase price rec’d
meaningfully;

* Kimberlite exploration in Angola ongoing (69 of 80 targets drilled) with lab
results outstanding on 12 kimberlite cores;

e Mothae diamond mine in Lesotho commissioned post-Q with first commercial
recovery expected early Nov’18;

e >4100cts of Mothae bulk sampling diamonds ready for sale during Q4 to
bolster cash balance;

e Brooking (WA) first follow-up exploration drilling produced 1,100 micro and
macro diamonds, triggering bulk sample program initiation;

e LOM US$3.0m cash balance at Q end, with Angola’s SML (LOM 40%) cash of
US$7.2m;

e ~2,300ct SML diamond inventory and Mothae’s >4,100ct inventory ready for
sale in Q4 and US$7m Mothae development facility secured post-Q with IDC
of South Africa;

* Expect significant newsflow in Q4:

o First sale of premium-value Lulo diamonds under Angola’s new diamond
marketing policy, facilitating another distribution to LOM;

o Completion of remaining Lulo exploration drilling;

Commissioning and first commercial diamond recovery from new 1.1Mtpa
Mothae mine;

o Completion of next stage of exploration at Brooking diamond discovery in WA,

* With a number of potential catalysts remaining in play for CY’18, we expect
that LOM will have every opportunity to move towards our $0.61/sh PT.
Speculative Buy maintained;

Investment Thesis

Lucapa is a profitable producer of high value diamonds in Angola. The Lulo
(LOM 40%) alluvial diamond mining operation produces the highest average
diamond value of any alluvial mine in the world. Exploration for the kimberlite
source is fully funded by alluvial operations and, if found, we expect a material
rerating. The Mothae (Lesotho) mine is an exciting member of LOM’s portfolio,
with the high value kimberlite diamond mine having commissioned in Oct’18.
Nameplate throughput of 1.1Mtpa is expected by end of CY’18. The Brooking
(WA) prospect is staggering, with 1,100 macro and micro diamonds recovered
from a recent follow-up hole, confirming a diamondiferous discovery. Near-term
trenching plans should define the significance of the discovery in due course.
The high value segment of the diamond market is robust due to scarcity of
supply and growth globally in number of uber-wealthy individuals. Our valuation
is $0.61/sh with an eager eye on Mothae and Brooking developments.

Lucapa Diamond Co Ltd (LOM)

Share Price 0.215  A$/sh Enterprise Value 19  A$/m
Price Target 0.61 A$/sh Debt 20  A$%$/m
Valuation 0.61 A$/sh Cash 4  A$/m
Shares on issue 479  mdil) Largest ShareholderTazga Two 8.6%

Market Capitalisation 103 A$m
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