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Nullagine update 

Project update: 

BCI has provided an update of activities at the Nullagine Iron Ore JV (NIOJV). 

Final approvals from the Department of Mines and Petroleum (DMP) for Stage 2 (Hillside 

Rd to Native Title Boundary) and Stage 3 (Native Title Boundary to Christmas Creek Ore 

Processing Facility) have been received.  

Approval for Stage 3 heritage surveys has been submitted to the Department of 

Indigenious Affairs (DIA). Approval is expected in the current December Q. 

Mining at the NIOJV is imminent. 

Haul road construction continues, and is scheduled for completion by the March Q 2011. 

Earthworks are continuing up to the 15km section and clearing has ben completed to 

35km. Mine to railhead is ~56km.  

 

Impact: Positive 

The NIOJV remains committed to delivering first shipment in December 2010.  The NIOJV 

has ~66kt ore stockpiled on site courtesy of the trial mining exercise completed in 2009. 

The receipt of Stages 2 and 3 approvals means that permitting from mine to railhead 

(~56km) is now completed.  

The Stage 1 60 man accomodation village is presently being expanded to house over 150 

personnel. Timely delivery of the accomodation upgrade will aid ramp up activities. 

 

View: Positive 

BCI is breaking away from the pack of Pilbara iron ore hopefuls, whose production 

aspirations lie beyond their control. Growth is not contingent on future third party 

haulage/access developments, or the establishment of greenfields infrastructure. 

With risks abating and countdown to first production approaching, the stock offers 

compelling value for those seeking iron ore exposure.  

 

Recommendation: Buy 

Argonaut’s valuation has risen $3.00 (was $2.90). Maintain BUY recommendation. 
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Important Disclosures 
 
See page 3 for Important Disclosures 

Current Price:
Valuation: $3.00

Ticker: BCI

Sector: Materials

Shares on Issue (m):

Market Cap (A$m): 197.2

Net Cash (A$m): 20.0

Enterprise Value (A$m): 177.1

52 wk High/Low: $2.25 $1.00

12m Av Daily Vol (m):

Key Metrics

10A 11F 12F

P/E (x) -142.3 27.0 3.0

EV/EBITDA (x) -76.3 15.5 1.9

Financials:

Revenue ($m) 0.5 47.4 166.3

EBITDA ($m) -2.3 11.4 95.7

NPAT ($m) -1.4 7.3 65.5

Net Assets ($m) 39.0 52.0 132.6

Op CF ($m) -0.9 19.3 79.2

Per Share Data:

EPS (cps) -1.7 8.7 78.0

DPS (cps) 0.0 0.0 0.0

Div Yield 0.0 0.0 0.0

CFPS (cps) -3.6 23.0 94.4

Share Price Graph

0.27

$2.35

83.9
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BC Iron Equities Research
Analyst: Tim Serjeant

Recommendation BUY Sector Materials
Current Price $2.35 Issued Capital (m) 83.9

Valuation $3.00 Market Cap (m) $197.2

All Ords (XAO) 4,781 Updated

Profit & Loss (A$m) 30 June 2010A 2011E 2012E 2013E Financial Summary 2010A 2011E 2012E 2013E

Revenue 0.5 47.4 166.3 188.7 Reported Earnings

Other Income 1.0 1.0 2.9 6.7 Net Profit ($m) -1.4 7.3 65.5 52.5

Profit/(Loss) on Hedging 0.0 0.0 0.0 0.0 EPS (A$) -0.02 0.09 0.78 0.64

Operating Costs 0.0 33.3 70.1 97.0 PER (x) -142.3 27.0 3.0 3.7

Exploration Exp 0.0 0.8 0.5 0.5 Normalised Earnings

Corporate/Admin/Other 3.8 3.0 3.0 3.1 Net Profit ($m) -1.4 7.3 65.5 52.5

EBITDA -2.3 11.4 95.7 94.8 EPS (A$) -0.02 0.09 0.78 0.64

Depn & Amort 0.1 1.0 2.1 3.4 EPS Growth (%) - -627.4 796.0 -18.3

EBIT -2.4 10.4 93.6 91.4 PER (x) -142.3 27.0 3.0 3.7

MRRT 0.0 0.0 0.0 14.9 Cashflow

Net Interest Paid 0.0 0.0 0.0 0.0 Operating Cashflow ($m) -0.9 19.3 79.2 104.7

Operating Profit -2.4 10.4 93.6 76.5 GCFPS ($) -0.04 0.23 0.94 1.25

Tax expense -1.0 3.1 28.1 22.9 PCF (x) -66.1 10.2 2.5 1.9

Minorities 0.0 0.0 0.0 1.0 Dividend

NPAT -1.4 7.3 65.5 52.5 Dividend ($) 0.00 0.00 0.00 0.00

Normalised NPAT -1.4 7.3 65.5 52.5 Yield (%) 0% 0% 0% 0%

Franking % 0% 0% 0% 0%

Cash Flow (A$m) 2010A 2011E 2012E 2013E

Operating Cashflow -0.9 19.3 79.2 104.7 Financial Ratios 2010A 2011E 2012E 2013E

- Capex (+asset sales) -22.6 -11.6 -6.0 -2.3 Balance Sheet Ratios

 -Exploration Expenditure -0.5 -0.8 -0.5 -0.5 Total Debt/Equity (%) 36% 51% 16% 6%

 -Other 1.3 0.0 0.0 0.0 Interest Coverage (x) - - - -

Free Cashflow -13.0 7.0 72.7 101.9 Profitability Ratios

- Dividends 0.0 0.0 0.0 0.0 Net Profit Margin (%) -287% 15% 39% 28%

+ Equity raised 12.6 0.0 0.0 0.0 Return on Assets (%) -57% -31% -9% -46%

+ Debt drawdown (- repaid) 15.6 10.8 -5.6 -5.6 Return on Equity (%) -4% 14% 49% 22%

Net Change in Cash 16.7 7.0 72.7 101.9

Cash at End Period 28.7 35.7 108.3 210.3

Net Cash (Debt) 14.7 9.3 87.5 195.0

Valuation Summary A$m $/sh

Nullagine JV (BCI - 50%) 237 2.82

Balance Sheet (A$m) 2010A 2011E 2012E 2013E Bungaroo Creek 5 0.06

Total Assets 54.8 80.5 155.9 260.8 Investments 0 0.00

Total Debt 14.0 26.4 20.8 15.3 Unpaid Capital 4 0.05

Total Liabilities 15.8 28.5 23.3 18.1 Corporate -14 -0.17

Shareholders Funds 39.0 52.0 132.6 242.7 Cash (estimate) 34 0.41

Debt -14 -0.17

Production & Cash Costs 2010A 2011E 2012E 2013E

Sales Total @ 11% Discount Rate 252 3.00

Nullagine (Mt) - 0.42 1.50 2.15

Cash Costs 

 - inc royalties (A$/t) - 53.3 51.9 45.1

Directors

Name Position

Reserves & Resources Tony Kiernan Chairman

Mike Young Managing Director

Glenn Baldwin Non-Executive Director

Reserves Mt % Fe %CaFe %P Terry Ransted Non-Executive Director

Proven Steven Chadwick Non-Executive Director

Probable 35.6 56.9 - 0.020

Total 35.6 56.9 - 0.020

Resources Mt % Fe %CaFe %P Substantial Shareholders %

Measured 1.7 57.0 64.8 0.018 Palmary 22%

Indicated 38.6 57.0 64.7 0.016 Regent Pacific 16%

Inferred 10.4 57.0 64.8 0.013

Total 50.7 57.0 64.8 0.015

Nullagine DSO

26-October-2010
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Contact Details 

Research: 

Ian Christie 

Director Research 
+61 8 9224 6872 

Troy Irvin 
Director Research 
+61 8 9224 6871 

Tim Serjeant 
Associate Director 

+61 8 9224 6806 

Gianluca Paglia 
Analyst 
+61 8 9224 6824 

Institutional Sales: 

Paul Carter 
Executive Director 

+61 8 9224 6864 

Chris Wippl 
Head of Research & Sales 
+61 8 9224 6875 

John Santul 
Consultant, Sales & Research 
+61 8 9224 6859 

Damian Rooney 

Senior Institutional Dealer 
+61 8 9224 6862 

Ben Willoughby 
Institutional Dealer 
+61 8 9224 6876 

Corporate and Retail Sales: 

Kevin Johnson 

Executive Director 
+61 8 9224 6880 

Glen Colgan 
Executive Director 
+61 8 9224 6874 

James McGlew 
Director  

+61 8 9224 6866 

Geoff Barnesby-Johnson 
Senior Dealer 
+61 8 9224 6854 

Andrew Venn 
Senior Dealer 
+61 8 9224 6865 

Robbie Hamilton 
Dealer 
+61 8 9224 6830 

Melaney Brans 
Dealer 
+61 8 9224 6873 

Cameron Fraser 
Dealer 

+61 8 9224 6851 
 

Important Disclosures 

Argonaut acts as Corporate Adviser to BCI and receives fees commensurate with these 
services 

Argonaut has acted in the following roles: 

� Manager to the placement of 8.5m shares to raise $9.4m (June 2009) 

� Underwriter to the pro-rata entitlements issue to raise $12.6m (June 2009) 

Argonaut owns or controls 500,000 BCI options exercisable on or before 31 March 2012 

General Disclosure and Disclaimer 

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 
650) (“ASPL”) for the use of the clients of ASPL and its related bodies corporate (the 
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to 
any other person. If you are not the intended recipient you must not use or disclose the 
information in this report in any way.  ASPL is a holder of an Australian Financial Services 
Licence No. 274099 and is a Market Participant of the Australian Stock Exchange Limited. 

Nothing in this report should be construed as personal financial product advice for the 
purposes of Section 766B of the Corporations Act. This report does not consider any of 
your objectives, financial situation or needs.  The report may contain general financial 
product advice and you should therefore consider the appropriateness of the advice 
having regard to your situation. We recommend you obtain financial, legal and taxation 
advice before making any financial investment decision. 

This research is based on information obtained from sources believed to be reliable and 

ASPL has made every effort to ensure the information in this report is accurate, but we do 
not make any representation or warranty that it is accurate, reliable, complete or up to 
date. The Argonaut Group accepts no obligation to correct or update the information or 
the opinions in it. Opinions expressed are subject to change without notice and accurately 
reflect the analyst(s)’ personal views at the time of writing.  No member of the Argonaut 
Group or its respective employees, agents or consultants accepts any liability whatsoever 
for any direct, indirect, consequential or other loss arising from any use of this research 

and/or further communication in relation to this research. 

Nothing in this research shall be construed as a solicitation to buy or sell any financial 
product, or to engage in or refrain from engaging in any transaction. The Argonaut Group 
and/or its associates, including ASPL, officers or employees may have interests in the 
financial products or a relationship with the issuer of the financial products referred to in 
this report by acting in various roles including as investment banker, underwriter or 
dealer, holder of principal positions, broker, director or adviser. Further, they may buy or 
sell those securities as principal or agent, and as such may effect transactions which are 

not consistent with the recommendations (if any) in this research.  The Argonaut Group 
and/or its associates, including ASPL, may receive fees, brokerage or commissions for 
acting in those capacities and the reader should assume that this is the case. 

There are risks involved in securities trading. The price of securities can and does 
fluctuate, and an individual security may even become valueless. International investors 
are reminded of the additional risks inherent in international investments, such as 
currency fluctuations and international stock market or economic conditions, which may 

adversely affect the value of the investment. 

The analyst(s) principally responsible for the preparation of this research may receive 
compensation based on ASPL’s overall revenues. 

 

© 2010.  All rights reserved. No part of this document may be reproduced or distributed 
in any manner without the written permission of Argonaut Securities Pty Limited.   
Argonaut Securities Pty Limited specifically prohibits the re-distribution of this document, 

via the internet or otherwise, and accepts no liability whatsoever for the actions of third 
parties in this respect. 


