
 

 

 

COMPANY BCI Minerals (BCI) MCAP A$270m $0.415/share Date: 15 October 2021 

RECOMMENDATION Speculative Buy and PT $0.92/share, High Risk 

EVENT  Debt funding for Mardie project in place 

KEY POINTS 

BCI has announced the following in relation to funding for the Mardie project: 

 The NAIF facility (previously announced as $450m), has been upsized to $490m. This is a 15-year loan; 

 Export Finance Australia has approved a $110m loan, with a 10-year tenor; 

 Two unnamed commercial banks (one Australian, one International) have committed $140m, with a surprising 
long tenor of seven years; and 

 The same two banks have provided $170m facility for cost overruns. 

BCI has put in place $740m of debt, with a potential $170m additional debt if required. The debt is subject to BCI 
being granted final approvals, expected in the current quarter. In our opinion, all the debt required for the project is 
in place, with the remaining funding to be from either: new equity, existing cash (guided as $110m at 31st July 2021) 
and income from the Iron Valley mine. 

BCI indicates that it requires $460m of equity funding. The volatility in the iron ore price is likely to have BCI more 
cautious when calculating the income to be provided from Iron Valley. We believe our estimate of $275m of new 
equity still looks about right, based on a total funding requirement of $1.2bn. 

A project the size of Mardie sitting within a company the size of BCI has two main risks: 

 Funding risk – though with very long dated debt in place and a decent cash balance, this risk looks much lower 
today than when we first commenced coverage of BCI; and 

 Securing approvals. One of the things that attracted us to BCI was their track record in securing mining 
approvals. Final approval is not in place yet, but with $600m of Government money being committed to the 
project (from NAIF and Export Finance Australia), this looks a pretty sure bet that it succeeds.   

The next major catalysts for BCI appear to be: 

 Securing final approval, which would allow the board to make a decision on FID. An equity raise would follow 
and construction could commence; and 

 A gas pipeline runs nearby and finalising negotiations with the pipeline owner removes the last remaining major 
hurdle before construction can commence. 

We leave forecasts unchanged but see today’s announcement as a very positive development for BCI. 

  

VALUATION METRICS DCF (un-risked) $1.15/share | DCF (risked) $0.92/share  

  

INVESTMENT VIEW 

We use DCF to value BCI and factor in a 20% discount due to approvals and funding risks. We are tempted to lower 
the discount and remove the speculative rating from our recommendation, but will wait until approvals are in, which 
still have the potential to slip. 

Our un-risked DCF valuation is $1.15/share and risked 20% is $0.92/share. This represents a very impressive TSR 
of 122%. The volatility in the iron ore price has impacted the share price of BCI. In our opinion, BCI is about Mardie 
and the lower share price represents a buying opportunity.  

Approvals remains a key catalyst for BCI, which could occur in the near term.  

  
  



Forecasts 

BCI Earnings Forecasts       

BCI Y/E Jun A$m FY20A   FY21F   FY22F   FY23F  
Revenue 54.2 172.1 145.4 112.5 

EBITDA 16.4 55.7 46.1 25.4 
EPS Adj (c) 4.4 6.4 2.8 1.3 
EPS Growth  243% 44% -56% -53% 
DPS (c) 0.0 0.0 0.0 0.0 
Yield (%) 0.0% 0.0% 0.0% 0.0% 
EV/EBITDA (x) 18.5 (0.1) 3.0 15.0 
PE Underlying (x) 13.0 9.0 20.2 43.1 
Gearing (%) -66% -308% -71% 7% 

 

Source: PAC Partners estimates and BCI 
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Recommendation Criteria 
 
Investment View 

PAC Partners Investment View is based on an absolute 1-year total return equal 
to capital appreciation plus yield.  
A Speculative recommendation is when a company has limited experience from 
which to derive a fundamental investment view. 

          
  Buy Hold Sell   

  >20% 20% – 5% <5%   
          

Risk Rating 
PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: Management 
Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis. 
Disclosure Of Economic Interests 
The views expressed in this research report accurately reflect the personal views of Heath Andrews about the subject issuer and its securities.   
The following person(s) Hold an economic interest in the securities covered in this report or other securities issued by the subject issuer which may influence this 
report: Entities associated with the author of this report. 
  

Disclaimer 
PAC Partners Securities Pty Ltd. (“PAC Partners” or “PAC” or “PPS”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an 
Australian Financial Services Licence (AFSL No. 335 374).  
PAC Partners is not licensed to advise retail investors. The information contained in this report is provided by PAC Partners to Wholesale Investors only. 
Retail investor and third party recipients should not rely, directly or  indirectly, on this report. Users of this research report should not act on any content or 
recommendation without first seeking professional advice. Whilst the report has been prepared with all reasonable care from sources which we believe are reliable, 
no responsibility or liability is accepted by PAC Partners, for any errors or omissions or misstatements however caused.  
Any opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without notice. This 
report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment.  
We are not aware that any user intends to rely on the Content provided or of the manner in which a user intends to use it. In preparing our Content it is not possible 
to take into consideration the investment objectives, financial situation or particular needs of any individual user. 
Access of this report does not create a client relationship between PAC Partners and the user. Users seeking to invest must obtain individual financial advice to 
determine whether recommendations are appropriate to their investment objectives,  personal financial situation or particular needs, before acting on 
any  recommendations.  
This publication contains general securities advice. In preparing the advice, PAC has not taken into account the investment objectives, financial situation and 
particular needs of any particular person.  Before making an investment decision on the basis of this advice, you need to consider, with or without the assistance of a 
securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives and financial situation. PAC and its 
associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication. PAC believes that the advice and 



information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be 
excluded). No responsibility for any errors or omissions or any negligence is accepted by PAC or any of its directors, employees or agents.   
Any content is not for public circulation or reproduction, whether in whole or in part and is not to be disclosed to any person other  than the intended user, without the 
prior written consent of PAC Partners  
Disclosure of Corporate Involvement 
Recipients of PAC Partners Research Reports should carefully consider the Disclaimers and Disclosures made below. In particular, regard should be had  for any 
disclosure by PAC Partners, where it has provided corporate finance services  to the company, which is the subject of the Research Report. 
PAC Partners does not own securities of the Company described in this report.  PAC Partners does and seeks to do business with companies 
covered in the research. PAC may receive commissions from dealing in securities associated with the Company. As a result, investors should 
be aware that PAC Partners may have a conflict of interest that could affect the objectivity of this report. 
  
For more information about PAC Partners please visit www.pacpartners.com.au 

 


