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MARDIE SALT & POTASH PROJECT

FEASIBILITY STUDY CONFIRMS WORLD CLASS OPPORTUNITY

BCl Minerals Limited (ASX: BCI) is pleased to report the key results of the Definitive Feasibility Study (DFS) on
its 100% owned Mardie Salt & Potash Project. This announcement should be read together with the
cautionary statements on page 3 and the attached DFS Summary.

The DFS confirms Mardie can become a globally significant Tier 1 salt and sulphate of potash (SOP) project
offering attractive financial returns for more than 60 years, potentially making it one of the longest life
projects developed in Australia for decades.

Based on the positive DFS results, the BCI Board has approved the Company advancing the Project towards
a final investment decision by early 2021.

Key results of the DFS include:

e  Positive business case established for production of 4.4Mtpa of high purity salt and 120ktpa of premium
SOP fertiliser.

e  DFS demonstrates NPV, of $1,197M (pre-tax real), annual steady state EBITDA of $197M, total revenue
of $22 billion and total net cash flow of $10 billion over 60 years.

e Direct capital cost estimate of $580M for all production and port infrastructure. Additional capital cost
provision for detailed design, owner’s costs, project management, growth allowances and contingencies
of $199M, resulting in total capital cost of $779M. Additional working capital and funding costs to be
incurred during construction.

e  Operating cost estimates show competitive salt costs with other Western Australian operations, and
SOP operating costs in the lowest quartile globally.

e  Project funding initiatives well progressed, including negotiation of indicative debt term sheets with the
Australian Federal Government’s Northern Australia Infrastructure Facility (NAIF) and a number of
Australian and international banks. Discussions with potential cornerstone equity investors are
underway and expected to gain further momentum upon completion of the DFS.

e  Experts forecast attractive long-term salt and SOP prices based on strong demand growth in the Asian
region.

e  Thirteen non-binding salt offtake memoranda of understanding (MOUs) and two SOP non-binding
offtake MOUs secured with credible Asian buyers, accounting for 100% of Mardie’s three-year salt
production and 75% of five-year SOP production.

e  Regulatory approvals and tenure well advanced. Mardie’s Environmental Review Document (ERD)
endorsed by the WA Environmental Protection Agency (EPA) for public review. Native Title agreements
including compensation arrangements in place, and port lease documentation being negotiated with
the Pilbara Ports Authority (PPA).
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e  Development schedule targeting final investment decision in Q1 2021, construction commencement in
Q2 2021, first salt sales by mid-2024, and first SOP sales by mid-2025.

e  DFS workstreams covering engineering, technical, commercial and approvals were managed by BCI with
support from industry leading consultants including GR Engineering, Preston Consulting, RPS, Roskill,
Argus, Braemar, KPMG and others.

As optimisation potential to the DFS base case, BCI will consider relocation of crystallisers to the recently
acquired tenements north of Mardie, which will allow for increased production and lower operating costs.
The new tenements also offer sufficient area for additional evaporation ponds which could increase
production capacity to 6Mtpa salt and 160ktpa SOP production, making Mardie one of the largest solar
evaporation operations globally.

Mardie’s green credentials and sustainability are evidenced by its utilisation of an inexhaustible seawater
resource, 99.9% of the energy requirements being derived from natural sun and wind energy, and secondary
processing of excess salt brine into a high-quality SOP fertiliser.

BCl has ~$42M cash (as at 31 May 2020) and is well positioned to reach final investment decision without
requiring any new capital.

DIRECTOR COMMENTARY

BCl’s Managing Director, Alwyn Vorster, said: “The DFS delivered positive outcomes in all key project areas
and indicates Mardie is technically robust and financially attractive with a potential net present value of more
than one billion dollars. An investment of S20M has been made over the past 18 months to deliver the high-
quality DFS and we will continue to derisk and add value to the Project over the next few months. This should
further increase lender and investor confidence, supporting funding solutions.”

BCl’s Chairman, Brian O’Donnell, said: “Completion of the positive DFS gives BCl the green light to progress
confidently towards a final investment decision. The Board views the DFS results as confirmation that the
Mardie Project is a compelling value proposition with an attractive market opportunity, green credentials and
no insurmountable obstacles to development. Attractive financial returns over many decades, and expansion
potential from the new tenements, should result in substantial long-term value and dividends being created
for shareholders. We believe Mardie will be a multi-generational asset for northern Australia, delivering new
multi-user export infrastructure, tax and royalty revenues, jobs and indigenous engagement.”

-END-
This ASX announcement has been authorised for release by the Board of BCI Minerals Limited.

For further information:

P: +61 8 6311 3400
E: info@bciminerals.com.au

Alwyn Vorster Simon Hodge Brad Milne
Managing Director Chief Financial Officer Investor Relations Manager
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IMPORTANT NOTICES

The Project aims to produce salt and SOP from a seawater resource, which is abundant, inexhaustible, readily
accessible and has a known and consistent chemical composition. The JORC Code does not apply to a project
of this nature and accordingly JORC Ore Reserves and Mineral Resources are not reported.

The DFS is based on material assumptions as outlined throughout this announcement and the attached DFS
Summary, including as to capital and operating cost estimates, production targets, forecast financial
information and the availability of funding. BCI has concluded that all material assumptions are based on
reasonable grounds and there is a reasonable basis for making the forward-looking statements included in
this announcement and the DFS Summary. However, there is no certainty that they will prove correct or the
outcomes will be achieved.

The capital costs and operating costs reported in this announcement and the DFS Summary were prepared
by GR Engineering Services Limited (GRES) based on the level of engineering and design completed during
the DFS, and comply with the AACE International Class 3 to an accuracy of £10-15%. GRES is an experienced
engineering consultancy and contracting company with extensive experience in study management and cost
estimation. GRES consents to the inclusion of these estimates in this announcement and the DFS Summary
in the form and context in which they appear. The production rates reported in this announcement and the
DFS Summary, and associated process design and mass balance were prepared by BCI. The production rates
have been reviewed by GRES, who consents to the inclusion of the production rates in this announcement
and the DFS Summary in the form and context in which they appear.

Braemar AMC Shipbroking (Braemar) has provided a report on seaborne freight data to BCl, from which
information has been incorporated into this announcement and the DFS Summary. Braemar does not
assume any liability for the use that BCI has made of its report, including in this announcement or the DFS
Summary, and neither Braemar nor any of its subsidiaries or its affiliates shall have any responsibility or
liability to any person whatsoever in connection with its report and/or the information contained therein
and/or any information derived from it and/or any use that any person makes of this announcement or the
DFS Summary.

FORWARD-LOOKING STATEMENTS

This announcement and the DFS Summary contain forward-looking statements. These forward-looking
statements are based on BCl’s current expectations and beliefs concerning future events at the date of this
announcement, and are expressed in good faith. BCl believes it has reasonable grounds for making the
forward-looking statements. However, forward-looking statements are subject to risks, uncertainties and
other factors, a number of which are set out in Section 15.2 of the DFS Summary named “Risks”, which could
cause actual results to differ materially from future results expressed or implied by such forward-looking
statements. Consequently, forward-looking statements should not be relied on as a guarantee of future
performance. Other than as required by law, including the ASX Listing Rules, BClI does not undertake or
assume any obligation to update or revise any forward-looking statement contained in this announcement
or the DFS Summary.
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ABOUT BCI MINERALS

BCI Minerals Limited (ASX:BCl) is an Australian-based company that is developing a salt and potash business
supported by iron ore royalty earnings.

BCl is rapidly advancing its 100% owned Mardie Salt & Potash Project, a potential Tier 1 project located on
the West Pilbara coast in the centre of Australia's key salt production region.

Mardie will produce 4.4Mtpa of high-purity salt (>99.5% NaCl) and 120ktpa of sulphate of potash (SOP) (>52%
K20) via solar evaporation of seawater. Using an inexhaustible seawater resource and a production process
driven mainly by natural solar and wind energy, Mardie is a sustainable opportunity to supply the salt and
potash growth markets in Asia over many decades.

A Definitive Feasibility Study (DFS) on the Mardie Project was completed in Q2 2020. A Final Investment
Decision (FID) is targeted in early 2021 with first construction planned to commence by mid 2021.

BCl receives quarterly royalty earnings from Iron Valley, an iron ore mine located in the Central Pilbara region
of Western Australia which is operated by Mineral Resources Limited (ASX:MIN). BCI’s EBITDA from lron
Valley for the first nine months of FY20 was A$19.5M.

KEY STATISTICS

Shares on issue: 398.9 million

Cash in bank: $42.3 million as at 31 May 2020

Board: Brian O’Donnell Non-Executive Chairman
Alwyn Vorster Managing Director
Michael Blakiston Non-Executive Director
Jenny Bloom Non-Executive Director
Garret Dixon Non-Executive Director

Major shareholders: Wroxby Pty Ltd 29.2%

Website: www.bciminerals.com.au
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10. CAPITAL COST ESTIMATE

10.1 Basis of Estimate

The overall DFS capital cost estimate was compiled by GRES and is based on an Engineering,
Procurement, Construction and Management (EPCM) approach for civil earthworks, process plants and
infrastructure. The capital estimate for the jetty and marine components of the Project was estimated
by Worley on a design and construct (D&C) basis, consistent with the indicative contract strategy.

The capital cost estimate covers all costs associated with the construction and associated expenditure
to develop the project to a capacity of 4.4Mtpa of salt and 120ktpa of SOP. The estimate includes all
costs associated with engineering, drafting, procurement, construction, construction management, wet
commissioning of the processing facility and associated infrastructure, first fills of plant reagents and
consumables, spare parts, Owner’s costs, project management, design growth allowances and
contingency allowance.

The estimate is based on an agreed level of engineering, material take-offs (MTO), and budget price
guotations for major equipment and bulk commodities. Unit rates for installation were based on market
enquiries specific to the Mardie Project and benchmarked to those achieved recently on similar projects
undertaken in the Australian minerals processing industry.

The estimate has a base date of 1 May 2020 and is in Australian dollars. Where pricing was received in
foreign currency these have been converted to Australian dollars at the foreign exchange rates prevailing
at the base date.

The overall capital estimate is considered to be a Class 3 estimate, based on the level of engineering and
design developed during the study, according to the AACE International Recommended Practice No 18R-
97 with an estimate accuracy of £10 to 15%.

10.2 Estimate Structure

The capital estimate was prepared using a project work breakdown structure which delineates the
various areas of the Project. Individual estimates were prepared for each area covering all engineering
disciplines. Table 6 provides a summary of the basis of estimate.

MARDIE SALT AND POTASH PROJECT
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Table 6: Basis of Capital Estimate

Level of Development Cost Estimation Methodology

Bulk earthworks e Detailed light detection and ranging | e Budget pricing from multiple
(LIDAR) survey contractors

e Sub-base and civil geotechnical
assessment

e Detailed 12D modelling to
determine Bill of Quantities (BOQ)

Civil works e Preliminary general arrangement e Sole source quotation for all-in unit
and layout drawings rate including mobilisation and
e Preliminary design and MTO by demob costs of batching plant
experienced civil engineer e Equipment quotations for pond
weirs
Structural e Preliminary layouts, general e Multiple quotations for all-in rates
arrangements and 3D designs of to supply, fabricate, paint and
major steel structures to determine deliver
BOQ
Equipment e Equipment sizings based on project e Multiple vendor budget prices for
mass balance derived from process major equipment (>$50k)
design criteria e In-house database for minor
e Specifications and data sheets were equipment (<S50k)
developed for major equipmentand | 4 gpecifications and data sheets were
packages issued with tenders
Platework e Fabricated plate work component e Multiple quotations for supply,
list (covering tanks, bins, chutes and fabrication, surface preparation and
launders) developed from project painting
mass balance e Salt wash plant and SOP plant
e Preliminary general arrangement datasheets were issued for multiple
and layout drawings to determine guotations to supply, fabricate,
BOQ transport to site and erect

e Material of construction determined
from corrosion coupon testing

Piping e Preliminary line and valve lists e Supply rates from multiple piping
developed from piping and suppliers for various specification
instrumentation diagrams (P&IDs) pipes, valves and fittings

e Piping quantities and pipe supports
were calculated using layout
drawings

e Overland piping quantities
calculated from layout drawings

MARDIE SALT AND POTASH PROJECT
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11. OPERATING COST ESTIMATE

The operating cost estimate has been developed by GRES with inputs from various sources including
BCI, Worley and other service providers, and is based on the process design criteria, steady-state mass
and energy balance, and process testwork undertaken as part of the DFS. The estimate is considered to
be a Class 3 estimate according to the AACE International with an estimate accuracy of £10 to 15%.

11.1 Basis of Estimate

The operating cost model developed by GRES and BCl shows costs on a monthly-basis over the entire
life-of-project (LOM), and details the operating cost of the Project through ramp-up and into steady-
state operation.

The ramp-up of salt and SOP production to reach nameplate has been estimated using the pond and
crystalliser construction schedule for salt, and ‘McNaulty® ramp-up curves’ for SOP taking into account
the level of testwork undertaken, severity of process conditions and complexity of the SOP process.

Based on production ramp up modelling, first salt on ship will take 38 months from commencement of
construction, with first SOP on ship taking 49 months. Nameplate salt production of 4.4Mtpa is expected
within 66 months, with SOP nameplate production of 120ktpa expected within 82 months from the start
of construction.

The DFS base case conservatively assumes a fly-in fly-out (FIFO) roster operating on a 24/7 basis, utilising
a two weeks on, one week off roster for shift personnel, and an eight days on, six days off roster for day
time personnel. Personnel from Perth will travel to and from site via chartered aircraft to Karratha and
then bus to site. BCI’s overall objective is to maximise recruitment of the final operating workforce from
the Karratha area.

An organisational structure has been developed for the operation, benchmarked against other salt
operations. Labour costs for the various personnel categories are based on current labour market
conditions and site location.

In addition to the operating costs incurred at the Mardie Project site, costs associated with BCl corporate
head office located in Perth have been included to cover salaries and general office costs relating to
owning and operating the Mardie Project.

Maintenance costs (inclusive of contract labour) have been estimated based on a percentage of
equipment cost by area.

Reagent, diesel and natural gas consumption rates were derived from vendor information, test work
and the steady-state mass and energy balance. Prices for the reagents and consumables were obtained
from multiple quotations.

Power will be provided ‘over-the-fence’ from a natural gas fired power station via a build, own, operate
(BOO) contract, supplemented by temporary power during the construction phase.

The laboratory to support salt and SOP production will be owned and operated by BCI. Costs for the
reagents and consumables required to assay an estimated 22,000 samples per year have been included
in the operating cost. The cost for laboratory personnel is included in the overall site labour cost.

1 McNaulty: Analysis of historical plant ramp-up performance based on four categories of flowsheet complexity.

MARDIE SALT AND POTASH PROJECT
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13. FINANCIAL EVALUATION

13.1 Overview

Financial analysis of the Mardie Project has been undertaken using a discounted cash flow model
(constructed by BCl and reviewed by KPMG) based on DFS estimates for production rates, capital costs,
FOB operating costs, salt and SOP prices, ocean freight rates and currency exchange rates. This financial
evaluation is based on pre-tax, ungeared (100% equity) project cash flows, modelled on a quarterly basis
in real dollars.

The key financial metrics for the Project include net present value (NPV), internal rate of return (IRR),
earnings before interest, tax, depreciation and amortisation (EBITDA) and measures of capital efficiency
(NPV to capex ratio) and investment payback (payback period).

The financial evaluation demonstrates robust financial metrics as presented in Table 12 which support
the Project’s equity and debt funding plan.

Table 12: Financial Highlights®

I R S

Pre-tax NPV7 (ungeared)? $1,197M
Pre-tax IRR (ungeared) 15.3%
Steady-state EBITDA per annum S197M
NPV7 to capex ratio 1.5x
Payback period (from first salt sales) 6.7 years

1— Alldollar values presented in Australian dollars unless specified.

2 — Discount rate supported by low interest rate environment and very long project life. 7% real discount rate
equates to ~9% nominal.

Sensitivity of the pre-tax NPV7 to changes in key assumptions is set out in Figure 27 below. The Mardie
Project NPV is most sensitive to changes in discount rate, exchange rate, salt price assumptions and
production rates. The Project NPV is least sensitive to capex, SOP price and opex.

800 900 1,000 1,100 1,200 1,300 1,400 1,500 1,600 1,700

Discount Rate: 7% + 1% 906 1,579

Exchange Rate: US$0.68 + 10% 907 1,552
Production: 4.4Mtpa & 120ktpa + 10% 881 1,513
Salt Price: Roskill £ 10% 892
Opex: AS20.3/t & AS310/t + 10%

SOP Price: Argus + 10%

Capex: $779M + 10%

Base Case 1,197

Figure 27: Pre-tax NPV; Sensitivity Analysis (SM)
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Pre-tax project cash flows for the construction period and first 10 years of production are shown in
Figure 28. After a 3-year construction period starting in 2021, first salt sales commence in mid-2024 and
SOP sales commence in mid-2025. Net cash flows become positive in 2025, ramping up to approximately
$190M per annum by 2028 which is maintained through the remainder of the 60-year project life.

Figure 28: Pre-tax Project Cash Flows

Cumulative net cash flows over the entire project life are shown in Figure 29. Total LOM revenue is
>$22B and total LOM pre-tax net cash flow is >$10B.

Figure 29: Cumulative Pre-tax Project Cash Flows
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13.2 Production Assumptions

The total construction and operating period modelled is 63 years, aligned with the three 21-year Mining
Lease terms. Production and sales occur over approximately 60 years and total 260Mt for salt and 6.9Mt
for SOP. Sales commence in mid-2024 for salt, with steady-state sales of 4.4Mtpa reached in 2027. SOP
sales commence in mid-2025, with steady-state sales of 120ktpa reached in 2028 which is maintained
through the remainder of the 60-year project life.
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Figure 30: Salt and SOP Production

13.3 Pricing Assumptions

Forecast salt prices increase from US$40/t CIF at first production in mid-2024 to a long-term price of
USS$45/t CIF after 5-years of production onwards.

Forecast SOP prices increase from USS480/t FOB when SOP production commences in 2025 to a long-
term price of US$583/t FOB after 15-years of production onwards.

The exchange rate adopted in the financial evaluation is US$0.68 per AS1, based on an average of the
consensus forecast, forward curve rates and the average of the last 6 months spot rates.

MARDIE SALT AND POTASH PROJECT
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13.4 Capital Cost Assumptions

Total capital costs of $779M have been included in the financial model based on the estimate in Section
10. The quarterly spend profile by work breakdown structure area is shown in Figure 31.

100

80

Capex (Sm)

Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep
21 21 21 21 22 22 22 22 23 23 23 23 24 24 24

I salt Processing I SOP Processing B rort
Infrastructure B services B Other
Indirects Owner's Costs Contingency & Growth

Figure 31: Capex by Area

13.5 Operating Cost Assumptions

Operating costs have been included in the financial model based on the estimates in Section 11, equating
to steady-state AISC of $20.3/t FOB for salt and $310/t FOB for SOP. This equates to US$13.8/t FOB for
salt and USS211/t FOB for SOP.

Operating costs commence in late-2021 when first seawater is transferred into Pond 1 and ramp up in
line with the increase in operating activities and then salt/SOP production and sales. Operating costs
incurred over the 3-year construction period up to first salt sales total $53M.

13.6 Other Assumptions
The financial model also includes the following assumptions:

e Closure costs: $70M based on full rehabilitation of the entire Project footprint, calculated using
Mine Rehab Fund (MRF) methodology and rates, implemented over the last five years of operation

e Trade debtors: revenue received on average one month after incurred, aligned with expected
payment terms of offtake contracts and letters of credit

e  Trade creditors: costs paid on average one month after incurred, aligned to standard market practice

MARDIE SALT AND POTASH PROJECT
DFS SUMMARY
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14. PROJECT FUNDING

The funding task includes the capital cost of $779M, plus additional funds to cover working capital, cost
overrun facilities, debt interest and other funding costs. BCI has developed a strategy to raise external
funding in the form of debt and equity to fund the Mardie Project development as it does not have
sufficient cash and earnings in its existing business.

The funding strategy for the Project takes into consideration the 3-year construction period to first salt
sales and long-term operating cash flows (60+ years) available once in production. Strong Project cash
flows provide the capacity to support a significant component of debt and BCl’s target is to achieve a
potential 65-70% gearing ratio. Project debt is expected to include a long tenor project finance facility,
medium tenor project finance facility and a cost overrun facility.

The proposed funding structure is illustrated in Figure 32 below.

Funding Requirement
$779M Capital Cost

(Plus Working Capital and Funding Costs)
65-70% | 30-35%

BCl Minerals Ltd & pes Equity
Funds

............. 100% Flow

Long Tenor

Project Facility Mardie Minerals

Pty Ltd

‘100% ‘

Mardie Salt
& Potash Project

—
Medium Tenor
Project Facility

Cost Overrun
Facility

Figure 32: Proposed Funding Structure

Equity is expected to be raised at the BCI Minerals Ltd level. BCI will contribute equity funding to Mardie
Minerals Pty Ltd for project development. Sufficient capital will be retained by BCI, which in combination
with proceeds from iron ore royalties and selected asset sales, will ensure BCl overheads and other
activities are funded.

BClI’s existing shareholder base includes large and sophisticated investors with the capacity to support a
large proportion of the equity required to develop the Project. Additional equity will be sought from
other large financial and strategic investors and the general investor market.

Debt is expected to be raised at the Mardie Minerals Pty Ltd level and include a combination of long
tenor and medium tenor project finance facilities. Financial modelling of the Project and associated

MARDIE SALT AND POTASH PROJECT
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financing cash flows indicates that the Project has the capacity to support the levels of debt being
contemplated.

BCl is progressing discussions with the Northern Australia Infrastructure Facility (NAIF) regarding longer
term debt facilities potentially including concessional terms to support development of the Project. In
July 2019, Mardie was assessed by NAIF Executive as having the potential to meet NAIF's mandatory
eligibility criteria for funding support. BCl is currently working with NAIF to progress through the due
diligence phase, agree debt funding terms and prepare an investment proposal.

Commercial debt providers including the bank market and institutional lenders (e.g. fund managers and
insurance companies) are being considered to provide medium term project finance facilities. The
facilities are expected to be provided by a small group (club or syndicate) of these lenders. Positive
discussions with a number of Australian and international banks are ongoing and indicative debt term
sheets have been received.

BCl has reasonable grounds to believe the required levels of equity and debt can be secured to fund the
Project’s development, however there are no certainties this will be achieved. The ultimate funding
arrangements will be determined prior to FID and will be based on a number of factors including
progress with FEED, contracting, approvals and offtake, as well as debt and equity market conditions at
the time.

60 MARDIE SALT AND POTASH PROJECT
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15. VALUE OPPORTUNITIES AND RISKS

Implementation of the Mardie Project will involve ongoing management of risk/reward scenarios,
identifying and maximising opportunities to add value where practical and possible, and mitigating risks
to acceptable levels that still allow achievement (or better) of technical and financial targets.

15.1 Value Opportunities

The DFS provides a business case and implementation strategy for the Mardie Project based on the
preferred design options selected during the study. A number of business/value improvement
opportunities have also been identified but have not been assessed to DFS level and therefore are not
included in the DFS outcomes. In particular, BCl’s recent acquisition of tenement rights immediately
north of the Mardie Project presents significant value upside potential which BCI will investigate further
during the pre-construction stage. The highest priority opportunities assessed in terms of potential
feasibility and overall value impact are as follows:

Optimisation

Project layout optimisation can incrementally increase salt and SOP production (refer to Figure 33):

e The northern tenements offer
opportunities to redesign Ponds 8
and 9, add a new Pond 10}, iy
relocate and expand Primary?,
Secondary? and KTmS*
crystallisers and expand salt f\

. . Primary Salt
washing capacity”.

y Crystallisers
New

e |t is estimated this optimisation
could potentially add production Secondary Salt
capacity of 0.3Mtpa salt and e
10ktpa of SOP, resulting in
incremental EBITDA and NPV
(refer sensitivity analysis
illustrated in Figure 27).

e This optimisation case will be
studied to a higher level of
confidence over the next 6-9
months with implementation X : A e

. . . Primary Seawater e
subject to financial results and Intake
final tenure and approvals being

secured. y ——
\ VNorth-South Road

# Pond 1

Evaporation Ponds

kilometres

Figure 33: Potential Optimisation Layout
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Expansion
Project expansion can materially increase salt and SOP production (refer to Figure 34):

e The northern tenements also offer opportunities for a significant expansion of the project. This
could involve development of four to five new evaporation ponds?, additional crystalliser area?, a
second seawater intake® at the northern end of the new ponds; a second salt stockpile* and SOP
plant expansion® (second salt wash plant assumed to be built as part of optimisation). A second
transhipper® and expansion to the existing accommodation village” may also be required.

e Based onthe area available, there is the potential to increase production capacity by up to 1.3Mtpa
salt and 30ktpa of SOP, for total production (including the optimisation case above), of 6Mtpa salt
and 160ktpa of SOP. This could result in significant additional earnings potential and project value
— refer sensitivity analysis in Figure 27.

e This expansion case will be studied to a higher level of confidence over the next 12-months with
implementation potentially after steady-state production has been achieved, subject to financial
viability and approvals being secured.
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Figure 34: Potential Expansion Layout
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15.2 Risks

There are a number of potential risks which may impact BCl’s ability to develop the Project. BCl has
developed mitigating controls which should assist in adequately managing the identified risks.

The key pre-construction risks identified are as follows:

1. Economic downturn: A prolonged global economic downturn (e.g. from COVID) during the pre-
construction period, results in a negative investment environment and lack of Mardie funding
support.

2. Tenure and access: BCl is delayed in securing (or fails to secure) port leases, mining leases and third-
party access agreements to allow construction to proceed.

3. Funding: BCl is unable to secure Mardie debt and equity funding support in a timely manner or on
reasonable terms.

4. Project cost: Mardie construction costs increase leading up to first construction as a result of
further design and engineering work and contracting.

5. Market price: There is a material reduction in salt and SOP market prices and forecasts in the pre-
construction period.

6. Offtake: BCl is unable to convert sufficient MOUs to acceptable offtake contracts to support equity
and debt funding requirements.

7. Environmental approvals: Unforeseen factors emerging which cause a delay in securing
environmental approvals.

Once the Project moves into construction and later operations, it will also be subject to a range of
construction and operations risks that are typical for a project of this nature.
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16. CONCLUSIONS AND NEXT STEPS

The Mardie DFS outcomes indicate that the production of 4.4Mtpa of high purity salt and 120ktpa of
premium SOP fertiliser is technically and financially viable. DFS results confirm a compelling value
proposition with a pre-tax NPV7 of more than $1B, supported by an attractive market opportunity and
no insurmountable obstacles to development.

Mardie can become a potential Tier 1 asset categorised by its long life (minimum 60 years), top quartile
scale, lowest quartile salt operating costs (after SOP by-product credits) and high-quality salt and SOP
products.

Mardie will be the first new major salt project developed in Australia in two decades and the only
Australian operation producing commercially saleable salt and SOP, adding downstream processing
credentials to the existing salt industry. It will be one of the largest single salt operations in Australia,
and with the potential expansion into newly acquired tenements (notincluded in the DFS), it can become
one of the largest evaporative operations globally. In addition, the Project has strong “green” credentials
given 99.9% of the energy requirement is derived from natural sun and wind to evaporate seawater.

Substantial additional FEED, approvals and tenure, ongoing site trials and early construction works
expenditure of S30M is planned in the period until first construction to support the Project assumptions
and reduce construction risk. This significant capital commitment to de-risk the Project will provide a
high confidence level in the cost estimates and the Project’s value and risk profile ahead of an FID.

With a strong cash position at June 2020 and ongoing royalties from its iron ore interests, BCl is well
placed to complete this next phase of work at Mardie. An FID by the BCI Board is targeted in early 2021,
which will trigger the commencement of an equity raising. Construction can commence in Q2 2021,
which will allow for first salt sales by mid-2024 and first SOP sales by mid-2025.

With attractive financial returns over many decades and expansion potential from the new tenements,
development of the Mardie Project should result in considerable long-term value and dividends being
created for shareholders.
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