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BLACK ROCK MINING LIMITED (BKT) Analys Carlos Crowey Vazaue
POSCO FUNDING DE-RISKS MAHENGE’S DEVELOPMENT RAISE Date 4 September 2023

SHARE TARGET  IMPLIED POSCO TO INVEST ~US$40M TO DEVELOP MAHENGE
BUY PRICE PRICE RETURN POSCO International Corporation (POSCO) has entered

$0.09 $0.67 628% into a MOU with Black Rock Mining to:

e Secure long term fines offtake for Mahenge’s

Module 2
SHARE PRICE CHART — LAST 3 YEARS e Provide additional equity investment in BKT of up
50.35 - to USS40M, or a stake of 19.99% in BKT (whichever
%030 - is lower) and
— e Explore additional opportunities to develop IRA
' compliant anode supply chain
50.20
$0.15 We expect a binding agreement to be reached next
quarter (Dec 2023 quarter) and these funds to support
$0.10 1 the construction of Mahenge Module 1.
50.05 Rl
T'-f POSCO’s commitment to increase its holding in Black Rock
30'00'5; o A 'ﬂ" oo to 19.99% illustrates the strategic nature of Mahenge for
B \:5"1' ga‘o' ‘35‘1 ség' b @& 33!‘1' POSCO’s anode strategy as it would double the existing
o BET ASX 300 Metals & Mining (relative) fines offtake, following expansion from Module 2

production, and materially de-risks the development

COMPANY DATA & RATIOS raising for Module 1:

Share Price (S per share) 0.09
Risk Adjusted NAV ($ per share) 0.67 e USS$S40 million represents circa 20% of Mahenge’s
Implied Return (%) 628% ~USS$215 million Capex (including power line to
Enterprise Value (Sm) 95.0 project site).
Diluted MCap ($m) 106.0 e we expect a positive outcome from Black Rock’s
Diluted Shares (m) 1,156 senior debt process this quarter (~50% of capex)
Avg Daily Value ($m) 0.342 which makes POSCO’S commitment a significant
Free Float (%) 88% contribution towards Black Rock’s development
GICS Materials equity raise (capex and other costs).
Commodity Graphite

This level of support from an end user is comparable to
MAJOR SHAREHOLDERS what we have seen in lithium and points to the expected
POSCO 12% deficits for customer qualified and IRA compliant
Copulos Group 11% graphite.
Board & Management 3%

POSCO’s commitment also provides positive feedback to
senior debt financiers as credit approvals are sought by
illustrating strong funding support intentions from a
credit-worthy strategic partner as well as strong interest

PRODUCTION AND COST PROFILE

kt LSS/t in additional offtake via a Stage 2 project expansion.
350 1,600 _ )
300 L 1,400 We note that the MOU was signed in Dar es Salaam by
250 - 1,200 representatives of POSCO, Black Rock Mining the
200 - ét?;]'ﬂ Tanzanian Government.
o - 600 KEY CATALYSTS
- 400 Short term news flow includes: (i) credit approved debt
E - 200 , . . .
] | term sheets, (ii) completion of strategic partnership
P S S R Y process and/or development equity raise and (iii) Final
‘20 i?ﬂ' {"‘L *:'ﬂ' E‘P) iﬁ ﬁ'ﬁ Investment Decision.
e Graphite conc (k) RETAIN BUY, TP $0.67
ey Graphite Price (USS/t) We retain our Buy recommendation and price target.

Alkin Sustaining Cost (USS/t)
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BLUE OCEAN Black Rock Mining Limited Code: BKT
EQUITIES
Stock Details Enterprise Value $95m
Recommendation: BUY Diluted MCap $106m
Target Price 30.67 Share Price 30.09 Diluted Shares 1156m
MNAV $0.67 52 Week High $0.23 Free Float 87%
Implied Return 628% 52 Week Low $0.08 Avg Daily Value  $0.32m
Macro A ptions FY22 FY23E FY24E FY25E  FY26E Ratio Analysis FY22 FY23E FY24E FY25E  FY26E
Graphite Price, net (US%/t conc) 1203 1138 1,266 1452 1472 Diluted Shares m 977 1156 2955 2,990 2,990
Exchange Rate (AS/USS) 0.74 0.65 0.67 0.70 0.72 EPS - Diluted Ac (1.1) (0.6) (0.3) 0.8 1.6
PIE X n.m. n.m. nm. 12.1x 5.8x
Profit & Loss (A$m) FY22 FY23E FY24E FY25E  FY26E CFPS - Diluted Ac 0.4) (0.9) 0.2) 0.2) 24
Revenue - - - - 168 PICF X n.m. n.m. n.m. n.m. 3.8x
Operating Costs - - - - (61) FCF - Diluted Ac 0.4) (2.2) 4.0) (5.6) (2.5)
Operating Profit - - - 107 PIFCF X n.m. n.m. n.m. n.m. n.m.

Corporate & Other (5) (13) (5) (5) (5)

Exploration Expense - - - (1) (2) Dividends Ac - - - - -

EBITDA {5) {13) {5) (6) 100 Dividend yield Y% - - - - -

D&A ] ] - (8) (15) Payout Ratio Y% - - - - -

EBIT {5) {13) {5) {14) 86 Franking Y% - - - - -

Met Interest Expense - - - - (6)

Pre-Tax Profit (5) (13) (5) (14) 80 Enterprise Value Adm 80 95 230 395 479

Tax Expense - - - - (24) EV/EBITDA x (15.0x)  (T.4x) (46.0x) (63.4x)  4.Bx

Minarities - - - - - ROE Y% (10%)  (24%) (3%) (8%)  24%

Underlying Profit {5) {13) {5) {14) 56 ROA Y% (9%)  (23%) (1%) (3%)  10%

Signficant ltems (post-tax) - - - - -

Reported Profit {5) {13) {5) {14) 56 Debt Adm - - 148 296 345
Gearing (D/(D+E)) Y% - - 44% 63% 60%

Cash Flow (A$m) FY22 FY23E FY24E FY25E FY26E Gearing (D/E) Y% - - 78%  168%  149%

Operating Cashflow (4) (13) (5) (5) 102

Tax - - - - (24) Reserves & Resources

Met Interest - - - - (6) Tonnes  Grade Contained

Net Operating Cash Flow 4) (13) (5) (5) 12 Resource mt % TGC kt

Exploration (11) - - (2) (2) Measured 31.8 8.6 27

Capex ] (12) (115) (163) (154) Indicated 84.6 [ 6.6

Acquisitions / Disposals - - - - - Inferred 96.7 74 7.2

Other - - - - - Total 21341 7.8 16.6

Net Investing Cash Flow {11) {12)  (115)  (164)  (156)

Equity Issue 28 10 150 8 - Reserve mt % TGC kt

Borrowing / Repayments - - 148 148 49 Probable 70.5 8.5 6.0

Dividends - - - - - Total 705 ' 85 6.0

Other - - - - -

Net Financing Cash Flow 28 10 297 155 49 Earnings Sensitivity FY25E  FY26E | FY25E  FY26E

Change in Cash Position 13 (15) 178 (14) (34) Afm Afm % %

FX Adjustments 3 - - - - Graphite Price USS/t conc +10% 8 12 22% 22%

Cash Balance 27 12 190 176 141 FX Translation ABUSE  -10% 5 7 12% 13%

Balance Sheet (A$m) FY22 FY23E FY24E FY25E  FY26E Valuation Discount  Stake  A$m__ A$ish

Cash 27 12 180 176 141 Mahenge (unrisked) - 84% 1.348 147

Other Current Assets 1 1 1 1 1

PP&E 0 12 119 267 405 Mahenge (risk-adjusted) 40% 84% 809 0.70

Exploration & Development 30 30 30 K| K| Exploration / Other projects - -

Other Mon Current Assets - - - - - Corporate & Other (44)  (0.04)

Total Assets 58 55 340 475 579 Debt - -

Debt - - 148 296 345 Cash 12 0.01

Other Liabilities 2 2 2 2 2 Cash from option strikes - -

Net Assets 56 53 190 176 23 Risk adjusted NAV 776 0.67

Source: Blue Ocean Equities
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DISCLAIMER DISCLOSURE
This document is a private communication to clients and is not intended for public circulation or for the Blue Ocean Equities Pty Limited,

use of any third party, without the prior approval of Blue Ocean Equities Pty Limited. This is general
investment advice for Institutional and Sophisticated Investors only and does not constitute personal
advice to any person. Because this document has been prepared without consideration of any specific
client's financial situation, particular needs and investment objectives you should consult your own
investment adviser before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Blue Ocean
Equities Pty Limited has not verified independently the information contained in the document and Blue
Ocean Equities Limited and its directors, employees and consultants do not represent, warrant or
guarantee, expressly or by implication, that the information contained in this document is complete or
accurate. Nor does Blue Ocean Equities Limited accept any responsibility for updating any advice, views
opinions, or recommendations contained in this document or for correcting any error or omission which
may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Blue Ocean Equities Pty Limited and its
directors, employees and consultants do not accept any liability (whether arising in contract, in tort or
negligence or otherwise) for any error or omission in this document or for any resulting loss or damage
(whether direct, indirect, consequential or otherwise) suffered by the recipient of this document or any
other person.

its employees, consultants and its associates within
the meaning of Chapter 7 of the Corporations Law
may receive commissions, underwriting and
management fees from transactions involving
securities referred to in this document, and may from
time to time hold interests in the securities referred
to in this document.

Blue Ocean Equities Pty Limited and its associates
may hold securities in Black Rock Mining Limited at
the date of this report and this position may change
at any time without notice.

Blue Ocean Equities Pty Limited acted as Joint Lead
Manager for the BKT Placement in June 2023.

The Analyst of this report owns shares in Black Rock
Mining Limited.
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