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COMPANY BCI Minerals (BCI) MCAP A$330m $0.55/share Date: 26 July 2021

RECOMMENDATION Speculative Buy and PT $1.03/share, High Risk

EVENT 4Q21 Update

KEY POINTS

Key points from the quarterly are:

e 4Q21 EBITDA came in at $32.2m, on 1.5mt shipped. The average price received was nearly US$200/t.

o 4Q21 EBITDA was 60% higher than 3Q21 EBITDA, on similar volumes shipped. This was driven by the
completion of the 40% discount with the mine operator late in the last quarter and the higher iron ore price,
which also delivers a higher royalty rate.

¢ Adjusted net cash position for FY21 of $111.6m ($32m EBITDA received in July). This implies an EV of $220m.
If 4Q21 EBITDA extrapolated ($130m), BCl is trading at 1.7x Iron Valley FY22 EV/EBITDA. Expectations are
that the iron ore price has more downside than upside, however it does high light that Mardie is not being valued
within BCI.

e Early works are advancing, indicating the company’s belief the project will achieve approvals and that a decision
on proceeding (FID) has board backing.

e Several key points that have already been announced were re-iterated, including

o The EPA has recommended approval of the Mardie Project to the WA Minister for the Environment. Whilst
estimating the length of time of political decisions is difficult (the minister has visited Mardie), there is a good
possibility that the approvals are given in the current quarter, or failing that, the next quarter.

o The appointment of Chris Salisbury (ex-head of iron ore and salt operations at RIO) is high profile. We
assume Chris did due diligence on the project before joining and see that as an endorsement of the project.

Iron Valley

We forecast $34m EBITDA in 4Q21 and assumed that 2.0mt (vs. 1.5mt) was shipped in Q4. This implies our forecast iron ore
price and royalty rate were too conservative. We used US$172.3/t for FY21 for iron ore.

In terms of volumes, MIN has previously guided Iron Valley as a 7-8mtpa mine and has previously ran at these rates. We suspect
a shortage of truck drivers, plus the start-up of the nearby Wonmunna mine for MIN has been given staffing priority in the short
term. This makes sense as it is lower impurities and lower royalties. We expect the intention would be to produce as much as
possible in the current pricing environment.

We have currently left our forecasts unchanged and will look to update them post getting an update from MIN on guided FY22
Iron Valley production. In the scheme of things, there may be some tonnage downside, offset by higher pricing and royalty rates,
so probably not material.

Approvals

Approvals are subject the final public appeals process and consultation with other Government departments before approval is
sanctioned. In theory, there should not be too many objections. Whilst there are still some less important approvals to obtain, we
believe that once the main approval is provided, BCI is likely to make its final investment decision and proceed to secure the
required equity for the project.

In our opinion, things are advancing and get close to the large capital raise required as a condition precedent to debt funding.



VALUATION METRICS DCF (un-risked) $1.29/share | DCF (risked) $1.03/share

INVESTMENT VIEW

We use DCF to value BCI and factor in a 20% discount due to approvals and funding risks. We estimate that BCI raises at
$0.45/share, though given the current share price, this looks a little conservative and a higher price equates to lower dilution and
a potential higher target. Our DCF valuation remains at $1.29/share. Applying a 20% risk discount results in a price target of
$1.03/share, ~87% above the current share price. We retain our Speculative Buy recommendation.

A rights issue means investors are better off getting set now, rather than waiting for the liquidity event. Approvals could also be a
significant catalyst and we recommend owning BCI before that event.

Forecasts

BCI Earnings Forecasts

BCI Y/E Jun ASm FY20A FY21F FY22F FY23F
Revenue 54.2 172.1 145.4 1125
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

Mardie earnings commence in FY25F in our forecasts, though in the meantime Iron Valley drives earnings until Mardie starts.

BCI published a table on Iron Valley earnings based on different assumptions. As it currently stands, BCI's EBITDA is likely to be
materially higher in FY22 over FY21.

Figure 1: Guided EBITDA from Iron Valley using US$0.75 FX

Tonnes mt USS Iron Ore Price 62%

75 100 125 150 175 200
6.0 8 23 50 77 104 130
6.5 8 25 54 83 112 141
7.0 9 27 58 90 121 152
7.5 10 29 63 96 129 163
8.0 10 31 67 102 138 174

Source: 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. Buy O sell

A Speculative recommendation is when a company has limited experience from >20% 20% — 5% <5%
which to derive a fundamental investment view.

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

DISCLAIMER: The information contained in this email is confidential and is intended solely for the addressee. If you are not the named addressee, you must
not disclose or use in any way the information in the email. If you have received this email by mistake, please notify the sender immediately by reply e-mail
and delete this email and destroy any printed copy. PAC Partners Securities Pty Ltd, a Corporate Authorised Representative of PAC Asset Management Pty
Ltd holder of an Australian Financial Services Licence (AFSL No. 335 374) and their related entities and each of their respective directors, officers and agents
("PAC Partners") believe that the information contained in this message and its attachments have been obtained from reliable sources and that any estimates,
opinions, conclusions or recommendations are reasonably held at the time of compilation. No warranty is made as to the accuracy of the information in this
message and, to the maximum extent permitted by law, PAC Partners disclaims all liability for any loss or damage which may be suffered by any recipient
through relying on anything contained or omitted from this message. PAC Partners does not warrant the attached files are free from computer viruses or other
defects and is provided on the basis that the user assumes all responsibility for any loss, damage or consequence resulting from use.
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