
   

BCI MINERALS LTD

Research Note

DFS PROGRESSING, IRON VALLEY CASH FLOWS INCREASING

BCI Minerals Limited (BCI) released its March Quarterly for 2019 
yesterday, with solid progress shown on the Mardie Projects Definitive
Feasibility Study (DFS) which is on schedule and is expected to be 
completed in the Dec-19 quarter. The Iron Valley Mine also delivered, 
providing BCI with royalty EBITDA of A$2.8M from 1.8Mt shipments.

• The Iron Valley Mine operator, Mineral Resources Ltd, took advantage of
the high iron ore prices and lower discounts for 58% Fe products to draw 
down on existing fines stockpiles. With approximately 65% of the Iron 
Valley product shipped during the quarter being fines ore, a product which 
attracts a significantly lower price than lump. The mine delivered to BCI 
EBITDA of A$2.8m from 1.8Mt shipments which we believe is a strong 
outcome considering the weather impact of Cyclone Veronica in late 
March. With headline iron ore price on the rise we continue to believe that 
BCI’s earnings from the Iron valley will rise in the short term, providing BCI 
with additional working capital to advance the Mardie project.

• Site activities for the DFS continue to progress, with a geotechnical
program and the construction of a small-scale evaporation trial underway
at the project site. The trial will comprise pan evaporators plus a 1:40,000
scale version of the entire project layout which will provide site-specific 
evaporation data to simulate the full evaporation process at a reduced 
scale. This is expected to be operational by May 2019 (see figure 3).

• BCI have awarded key engineering contracts to GR Engineering who have
been appointed as lead DFS Engineer; Worley Parsons who will be 
designing the evaporation and crystallisation ponds and the sulphate of 
potash (SOP) plant; and Salt Partners an experienced firm out of 
Switzerland who will be designing the Mardie salt plant. The Mardie Port
proposal was shown support from the WA Minister for Ports and BCI expect 
to award the contract for the port’s design and engineering within the 
month. Developing the port facilities at Mardie instead of Cape Preston 
East (PFS case) is BCI’s preferred option and will improve project 
economics by eliminating road haulage costs, which is expected to reduce 
salt opex by 20%.

• Cash Balance at 31 March 2019 of A$35.4M and zero Debt.

• Our BCI Valuation is based on the PFS analysis of the Mardie Project, the
Iron Valley mine and other assets. We maintain our $0.25/s price target 
and Speculative Buy rating.
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12mth Rating SPECULATIVE BUY
Price A$ 0.17
Target Price A$ 0.25
12mth Total Return % 50.4

RIC: BCI.AX BBG: BCI AU
Shares o/s m 397.6
Free Float % 63.0
Market Cap. A$m 66.6
Net Debt (Cash) A$m -35.4
Net Debt/Equity % na
3mth Av. D. T’over A$m 0.074
52wk High/Low A$ 0.17/0.13
2yr adj. beta 0.74

Valuation:
Methodology  DCF
Value per share A$ 0.25

Analyst: James Farr
Phone: ( +61) 8 9263 1215
Email: jfarr@psl.com.au

12 Month Share Price Performance

Performance % 1mth 3mth 12mth
Absolute 4.7 24.1 19.6
Rel. S&P/ASX 300 3.3 16.8 12.2
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Figure 1: Iron Valley Quarterly Shipments  (M wmt)

Source: BCI Minerals Limited

Figure 2: Iron Valley Quarterly EBITDA (A$M)

Source: BCI Minerals Limited

Figure 3: Small-scale Evaporation Trial Under Construction

Source: BCI Minerals Limited

RESEARCH NOTE – PATERSONS SECURITIES LIMITED 2

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 this firm or any member or employee thereof.



17 April 2019 BCI Minerals Ltd

RESEARCH NOTE – PATERSONS SECURITIES LIMITED 3

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 this firm or any member or employee thereof.



17 April 2019 BCI Minerals Ltd

Recommendation History

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend 
yield) within the next 12 months. The investment ratings are Buy (expected total return of 10% or more), Hold (-10% to +10% total return) and 
Sell (> 10% negative total return). In addition we have a Speculative Buy rating covering higher risk stocks that may not be of investment grade 
due to low market capitalisation, high debt levels, or significant risks in the business model. Investment ratings are determined at the time of 
initiation of coverage, or a change in target price. At other times the expected total return may fall outside of these ranges because of price 
movements and/or volatility. Such interim deviations from specified ranges will be permitted but will become subject to review by Research 
Management. This Document is not to be passed on to any third party without our prior written consent.
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Patersons Securities Limited Disclosure of Interest

Patersons Securities and its respective officers and associates may have an interest in the securities or derivatives of any entities referred to in this 
material

Patersons Securities does, and seeks to do, business with companies that are the subjects of its research reports.

Patersons Securities Corporate Relationship Disclosure

88E Patersons Securities have acted for 88 Energy Limited (88E) within the past two years and have received fees for these services.

AKM Patersons Securities have acted for Aspire Nmining Limited (AKM) within the past two years and have received fees for these services.

AXL Patersons Securities have acted for Axsesstoday Limited (AXL) within the past two years and have received fees for these services.

BOE Patersons Securities have acted for Boss Resources Limited (BOE) within the past two years and have received fees for these services.

BRB Patersons Securities have acted for Breaker Resources NL (BRB) within the past two years and have received fees for these services.

BSX Patersons Securities have acted for Blackstone Minerals Limited (BSX) within the past two years and have received fees for these services.

BUX Patersons Securities have acted for Buxton Resources Limited (BUX) within the past two years and have received fees for these services.

CSS Patersons Securities have acted for Clean Seas Seafood Limited (CSS) within the past two years and have received fees for these services.

GLL Patersons Securities have acted for Galilee Energy Limited (GLL) within the past two years and have received fees for these services.

IBG Patersons Securities have acted for Ironbark Zinc Limited (IBG) within the past two years and have received fees for these services.

NUS Patersons Securities have acted for Nusantara Resources (NUS) within the past two years and have received fees for these services.

PEX Patersons Securities have acted for Peel Mining Limited (PEX) within the past two years and have received fees for these services.

RCL Patersons Securities have acted for ReadCloud Limited (RCL) within the past two years and have received fees for these services.

STN Patersons Securities have acted for Saturn Metals Limited (STN) within the past two years and have received fees for these services.

SYA Patersons Securities have acted for Sayona Mining Limited (SYA) within the past two years and have received fees for these services.

VMY Patersons Securities have acted for Vimy Resources Limited (VMY) within the past two years and have received fees for these services.

WKT Patersons Securities have acted for Walkabout Resources Ltd (WKT) within the past two years and have received fees for these services.

XTE Patersons Securities have acted for Xtek Limited (XTE) within the past two years and have received fees for these services.
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