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Recommendation Buy 

Previous Recommendation Buy 

Risk Rating High 

Current Share Price $2.68 

12 Month Price Target $3.36 

Price Target Methodology NAV 

Total Return (Capital + Yield) 29.9% 

NAV / Share $3.36 

Market capitalisation $255m 

Liquidity – Daily Value $0.3m 

Cyclones could blow sales targets Cyclones could blow sales targets Cyclones could blow sales targets Cyclones could blow sales targets     

Drilling Results Drilling Results Drilling Results Drilling Results ----    The recent drilling is part of an infill program 
at the Bonnie East deposit (8.6Mt @ 57% Fe) designed to lift 
the resource from the inferred category to reserve level, 
potentially adding ~1.5 years extra mine life (~8 years 
currently). Existing infrastructure will be used in the 
development of the deposit. 

Resource modelling and mine planning are underway with the 
results expected to be released in the March quarter.  

Given that the Bonnie East deposit is hosted within the same 
palaeochannel as the current mining operations we had built in 
the increased reserves and modelled a 10+ year mine life.  

Additionally there is scope for the low grade material to be 
beneficiated on site through a simple screening process to 
additionally upgrade the reserve.  

Quarterly HighlightsQuarterly HighlightsQuarterly HighlightsQuarterly Highlights    

Iron ore shipped during the quarter was 0.63Mt, taking the 
1H12 shipped ore to 1.1Mt, as previously guided. The ramp up 
process is continuing as new bulk haulage trucks are brought 
on-line and additional crushing capacity is also introduced.  

Guidance on cash costs is not given however we see that as 
volumes increase costs will approach guidance of $40-$45/t, 
our current assumption has C1 cash costs in the mid-high 
$50/t range.  

Cash increased to $35.6m (Sep Qtr $16.2m), our FY12e is 
$76m.  

Sales GuidanceSales GuidanceSales GuidanceSales Guidance    

Given the successful track record of management in delivering 
on targets we remain confident that FY12 sales guidance can 
be met. BCI has indicated that there is a risk to guidance from 
possible weather delays, associated with cyclone activity in the 
Pilbara.  

Stockpiles built up during the commissioning phase act as a 
buffer to possible interruptions and also enable BCI to meet 
sales targets as mine production ramps up to the 5Mtpa rate. 
At the time of our site visit in late 2011 stockpiles totalled 
~480kt.    

 

Financial Forecasts & Valuation MetricsFinancial Forecasts & Valuation MetricsFinancial Forecasts & Valuation MetricsFinancial Forecasts & Valuation Metrics    

Y/eY/eY/eY/e    JunJunJunJun ($m)  ($m)  ($m)  ($m)     2011201120112011AAAA    2012201220122012FFFF    2013201320132013FFFF    2014201420142014FFFF    

Revenue 22 213 304 325 

NPAT 1.0 75.1 120.5 129.1 

EPS (cps)  1.1 72.7 116.0 124.3 

EPS Growth 139% >100% 60% 7% 

DPS (c)  0.0 12.6 24.3 25.3 

EV / EBITDA (x)  na 2.1 0.9 0.3 

PER (x)  na 3.7 2.3 2.2 

Dividend Yield  0.0% 4.7% 9.1% 9.4% 

Gearing 2% na na na 

Interest Cover (x)  2.5 na na na 

Source: Austock Securities estimates 

    SumSumSumSummarymarymarymary    

• BCI continue to deliver on their objectives in respect to 
resource upgrades and production. At a PE of 3.7x FY12 
and  2.3x FY13 they are cheap. 

• Growth options available beyond Nullagine are a question 
that remains to be answered. Management have reported 
that they are currently looking into development options. We 
see that with a healthy balance sheet and a proven 
management team BCI will be in strong position to make the 
next stage in their growth.   

 

Resource Drilling to increase mine life 

• The latest drilling results from the Nullagine Iron Ore JV 
(50/50 BCI/FMG) point towards a reserve upgrade and an 
increase in mine life. The current reserve is 35Mt @ 57% Fe, 
mine life ~8 years. We see an extension to a 10+ year mine 
life as likely.  

• Cash position continues to grow, $35.6m (Sep Qtr $16.2m). 
As the ramp up process continues we would expect cash 
costs to come down towards the guidance of A$40-A$45/t.   

• FY12 sales guidance remains at 3.5Mt, after discussion with 
management on mining rates achievable in the coming half 
we remain confident that guidance can be met, bearing in 
mind the risk that cyclones pose to production.  
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COMPANY SUMMARY 
 

BC Iron LimitedBC Iron LimitedBC Iron LimitedBC Iron Limited    

BCI.AX 
 

Price InformationPrice InformationPrice InformationPrice Information    

Price ($/share) 2.68  
Mkt Cap ($m) 258  
Enterprise Value ($m) 221  
 

Share Price & Volume ChartShare Price & Volume ChartShare Price & Volume ChartShare Price & Volume Chart    

 
 

Commodity / FX forecastsCommodity / FX forecastsCommodity / FX forecastsCommodity / FX forecasts    

 FY12F FY13F LT 
Iron Ore Fines(US$/t 62% 
benchmark FOB) 

149.38 130.00 70 

Iron Ore Fines(USc/% Fe 
benchmark FOB) 

240.93 209.68 113 

Exchange Rate (AUD:USD) 1.01 0.96 0.85 
        
        

 

Production / CostsProduction / CostsProduction / CostsProduction / Costs    

 FY12F FY13F FY14F 
Production - 100% JV  (Mt) 3.5 5.0 5.0
Production  - BCI (Mt) 1.7 2.5 2.5
EBIT Margin (A$/t)  48.0 55.8 55.8
      
      

 

        

          
          
          
          
          
          

 

Business SummaryBusiness SummaryBusiness SummaryBusiness Summary    

BCI is a producer of DSO grade (57% Fe)  iron ore from the 
Pilbara region of Western Australia. When production 
reaches full capacity in mid CY12 the mine will be running 
at 5.0Mtpa.  
 
The mine is a 50/50 JV with Fortescue Metals (FMG). FMG 
provide rail and port access and also marketing services.    

 

NPV by parts 
 

        A$mA$mA$mA$m    Per SharePer SharePer SharePer Share    

Nullagine Iron Ore Mine 333.71 3.23 
Cash 75.78 0.73 
Debt -19.85 -0.19 
Corporate -43.01 -0.42 
Total  346.63 3.36 
      
      
      
      
      
      
      
      
      
       

FINANCIAL SUMMARY 
      

Year End Year End Year End Year End ----    JunJunJunJun    FY10A FY11A FY12F FY13F FY14F 
      

KEY METRICSKEY METRICSKEY METRICSKEY METRICS         

EPS Growth (%)   139 6,816 60 7 
PER (x) -99.4 255.0 3.7 2.3 2.2 
Dividend Yield (%) 0.0 0.0 4.7 9.1 9.4 
EV/EBITDA (x) na na 2.1 0.9 0.3 
EV ($m) 210.1 254.4 220.9 145.2 61.5 
ROE (%) -7.5 1.9 77.4 73.8 53.9 
ROA (%) -12.5 1.8 91.1 156.2 176.0 
ROIC (%) -9.3 2.4 104.8 178.1 203.8 
      

PROFIT & LOSS (PROFIT & LOSS (PROFIT & LOSS (PROFIT & LOSS (AUDAUDAUDAUD    $m)$m)$m)$m)         

Revenue 2 22 213 304 325 
EBITDA -2 2 107 171 181 
Depreciation & Amortisation 0 0 5 7 7 
EBIT -2 2 102 164 174 
Net Interest Expense 0 -1 0 0 0 
Income Tax Expense 0 0 -27 -43 -45 
NPAT Reported -1 1 75 120 129 
NPAT Adjusted -2 1 75 120 129 
      

PER SHARE DATA (cps)PER SHARE DATA (cps)PER SHARE DATA (cps)PER SHARE DATA (cps)         

Shares on Issue (m) 84 94 103 104 104 
EPS Reported -1 1 73 116 124 
EPS Adjusted -3 1 73 116 124 
DPS 0 0 13 24 25 
      

BALANCE SHEET BALANCE SHEET BALANCE SHEET BALANCE SHEET ((((AUDAUDAUDAUD $m) $m) $m) $m)         

Cash 29 18 76 149 228 
Debtors & Inventory 5 18 13 13 13 
PP&E 17 62 61 57 53 
Intangibles 0 0 0 0 0 
Total Assets 55 103 155 224 300 
Borrowings 14 19 20 16 11 
Creditors 2 16 7 8 8 
Total Liabilities 16 36 28 24 20 
Net Assets 39 67 127 200 279 
      

BALANCE SHEETS RATIOSBALANCE SHEETS RATIOSBALANCE SHEETS RATIOSBALANCE SHEETS RATIOS         

Gearing - Debt/Equity (%) -38.0 2.2 -44.1 -66.6 -77.6 
Interest Cover (x) na 2.5 na na na 
NTA per Share (cps) 46.5 71.4 122.6 192.4 268.9 
      

CASH FLOW CASH FLOW CASH FLOW CASH FLOW ((((AUDAUDAUDAUD $m) $m) $m) $m)         

EBITDA -2 -1 96 148 156 
Interest & Tax 1 1 -26 -40 -39 
Working Capital Change 0 0 0 0 0 
Operating Cash Flow -1 3 70 108 117 
Maintenance Capex 0 -1 -3 -3 -3 
Free Cash Flow -1 3 67 105 114 
Expansion Capex -12 -50 0 0 0 
Equity Issues / (Buy Backs) 14 20 11 1 0 
Proceeds from Borrowings 0 0 -5 -5 -6 
Other -9 -16 -3 -3 -3 
Net Cash Flow -8 -42 58 73 79 
      

Resource StatementResource StatementResource StatementResource Statement         

Category Mt Fe %  SiO2%  Al2O3
% 

P% 

Measured 1.8 54.1 5.1 4.0 0.02 
Inferred 68.1 53.9 4.5 3.1 0.017 
Indicated 32.9 54.5 3.9 4.6 0.018 
Total 102.9 54.1 4.3 3.6 0.014 
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RESEARCHRESEARCHRESEARCHRESEARCH              

AgribusinessAgribusinessAgribusinessAgribusiness       IT Services &  Online CommerceIT Services &  Online CommerceIT Services &  Online CommerceIT Services &  Online Commerce  

Paul Jensz 613 8601 2068     David Barilla 612 9233 9652 

      Ken Wagner 612 9233 9612 

Databas e & QuantDatabas e & QuantDatabas e & QuantDatabas e & Quant        

Andrew Cleeland 613 8601 2065     ResourcesResourcesResourcesResources      

   Lawrence Grech 612 9233 9635 

EmergingEmergingEmergingEmerging   Andrew Shearer 613 8601 2624 

Conor O ’Prey 612 9233 9638    

Maribel Q uiza 613 8601 2085  RetailRetailRetailRetail  

   Ken Wagner 612 9233 9612 

Engineering &  Mining ServicesEngineering &  Mining ServicesEngineering &  Mining ServicesEngineering &  Mining Services           

Heath Andrews 613 8601 2644  Susta inable energySusta inable energySusta inable energySusta inable energy        

   Lawrence Grech 612 9233 9635 

   Paul Jensz 613 8601 2068 

CORPORATE  FINANCE & EQU ITY  C APITAL M ARKETSCORPORATE  FINANCE & EQU ITY  C APITAL M ARKETSCORPORATE  FINANCE & EQU ITY  C APITAL M ARKETSCORPORATE  FINANCE & EQU ITY  C APITAL M ARKETS        

Head of Corporate F inanceHead of Corporate F inanceHead of Corporate F inanceHead of Corporate F inance   Head of Equity Capita l MarketsHead of Equity Capita l MarketsHead of Equity Capita l MarketsHead of Equity Capita l Markets        

James Green 612 9233 9613  Cra ig Stranger 613 8601 2010 

     

DirectorsDirectorsDirectorsDirectors   Equity Capita l Markets Equity Capita l Markets Equity Capita l Markets Equity Capita l Markets      

Andrew Champion  612 9233 9647  Brooke P icken  613 8601 2025 

Malcolm Ezzy  612 9233 9658    

           

As socia tes As socia tes As socia tes As socia tes       Senior Adv isersSenior Adv isersSenior Adv isersSenior Adv isers     

Ben Gibbons  612 9233 9616  Malcolm McComas   612 9233 9659 

Yehuda Gott lieb  613 8601 2618    

Kushan Jayaweera  613 8601 2033  Analy stsAnaly stsAnaly stsAnaly sts     

Sean Kennedy   613 8601 2074  John Bergin 613 8601 2677 

Paul Levitt  612 9233 9626  Jae Yoo   612 9233 9656 

           

INSTITUTIONAL SALESINSTITUTIONAL SALESINSTITUTIONAL SALESINSTITUTIONAL SALES         

Head of Ins titutional Sa lesHead of Ins titutional Sa lesHead of Ins titutional Sa lesHead of Ins titutional Sa les      

Bruce Rolin 612 9233 9651    

     

Research Sa les Research Sa les Research Sa les Research Sa les       Sa les Trad ingSa les Trad ingSa les Trad ingSa les Trad ing  

John Burgess 613 8601 2018  Robert Wood (Head of  Sa les Trading)  613 8601 2031 

Chris Chia (Asia  Research Sales)  612 9233 9605  Mark Pashley 612 9233 9641    

Gavin Todd 612 9233 9639  Graeme Philipson 612 9233 9610 

Chris Wa lker 613 8601 2038  Cra ig Stephens (Trader)  613 8601 2643 

James Wilson 612 9233 9607  Matthew White 613 8601 2641 

     

PRIVATE CLIENTSPRIVATE CLIENTSPRIVATE CLIENTSPRIVATE CLIENTS         

Head ofHead ofHead ofHead of    Private  ClientsPrivate  ClientsPrivate  ClientsPrivate  Clients       Client Client Client Client AdvisersAdvisersAdvisersAdvisers         

Tony Smith 613 8601 2041  Owen Beattie  612 9233 9621 

   Matthew J. Carey 612 9233 9602 

Cap ita l Management  Cap ita l Management  Cap ita l Management  Cap ita l Management     Jonathan Di Maggio 613 8601 2678 

John Aldersley  612 9233 9617  David Dwyer (Options) 612 9233 9643 

Ben Hughes    618 9324 5122     Laurie  Ellis 612 9233 9654 

   Josh G raham (Options)  612 9233 9645 

Senior Client AdvisersSenior Client AdvisersSenior Client AdvisersSenior Client Advisers    Kate Hanrahan 613 8601 2058 

John Axsentie ff 613 8601 2042  Xiaoming Huang 613 8601 2088 

Michael Heffe rnan 613 8601 2053  Samuel James 612 9233 9657 

Enzo Sa lvatore     613 8601 2081  Gavin Loduwick  613 8601 2649 

Patrick  Trindade 613 8601 2669  Stuart McClure 617 3149 8630 

   Daniel McFarlane 613 8601 2639 

Globa l MarketsGloba l MarketsGloba l MarketsGloba l Markets    John Miles  617 3149 86 29 

Nicholas Pereza-Mathews (Head) 613 8601 2694  Allan Moffa tt  1300 658 906 

Mark O’Brien  613 8601 2002  Tim Moffa tt  (Head of Private Wealth SA) 1300 658 906 

   Peter Moussa 612 9233 9636 

Priva te Portfolio Priva te Portfolio Priva te Portfolio Priva te Portfolio ManagementManagementManagementManagement   Nigel Ormiston 617 3149 86 28 

Nathanial Doust  612 9233 9649  Dane Pars ons 617 3149 8627 

Jason Norval 612 9233 9625  Luke Pavone 613 8601 2071 

Peter Semaan   612 9233 9649  Mark Schwarz (Options)  612 9233 9642 

   Edward Tao 612 9233 9609 

Senior Inves tm ent Adviser sSenior Inves tm ent Adviser sSenior Inves tm ent Adviser sSenior Inves tm ent Adviser s   Patrick  Verhoeven 613 8601 1954 

Michael Jeffery 612 9233 9619    

Paul Lambrecht 618 9324 5144    

James Pearson 618 9324 5155    

Simon Winter 618 9324 5133    
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OFFICE LOCATIONS AND DISCLOSUREOFFICE LOCATIONS AND DISCLOSUREOFFICE LOCATIONS AND DISCLOSUREOFFICE LOCATIONS AND DISCLOSURE    

MelbourneMelbourneMelbourneMelbourne    SydneySydneySydneySydney    PerthPerthPerthPerth Gold CoastGold CoastGold CoastGold Coast AdelaideAdelaideAdelaideAdelaide 

Level 12, 15 Williams St 

Melbourne VIC 3000 

Phone: 613 8601 2000 

Fax: 613 9600 1138 

Level 9, 56 Pitt Street 

Sydney NSW 2000 

Phone: 612 9233 9600 

Fax: 612 9251 9368 

21/140 St Georges Tce 

Perth WA 6000     
Phone: 618 9324 5111 

Fax:        618 6316 4425 

Level 9, 1 Corporate Ct 

Bundall QLD 4217 
Phone: 1300 331 098 

147 Pirie Street 

Adelaide SA 5000 
Phone: 1300 658 906 

 

Recommendation Criteria 

Investment ViewInvestment ViewInvestment ViewInvestment View    

Austock Securities Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield. 

 

BuyBuyBuyBuy    HoldHoldHoldHold    SellSellSellSell    

>20% 20% – 5% <5% 

 

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view. 

Risk RatingRisk RatingRisk RatingRisk Rating    

Austock Securities Limited 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 Andrew Shearer about the subject issuer and its 
securities. No part of the analyst's compensation was, is or will be directly or indirectly related to any recommendation or view 
expressed in this report.  

The following person(s) do not hold an economic interest in the securities covered in this report or other securities issued by the 
subject issuer which may influence this report: 

• the author of this report  

• a member of the immediate family of the author of this report  

 

Disclaimer/Disclosure 

This publication has been prepared solely for the information of the particular person to whom it was supplied by Austock Securities 
Limited (“Austock”) AFSL 244410.  This publication contains general securities advice.  In preparing the advice, Austock 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.  Austock 
and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication.  
Austock 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 Austock or any of its directors, employees or agents.  This publication must not to be 
distributed to retail investors outside of Australia. 

An advisor to Austock is a non-executive director of BCI, this report has been compiled without comment or influence by the 

advisor to Austock. 

Disclosure of Corporate Involvement 

Austock Securities Limited has not in the previous 12 months been involved in a publicly-announced transaction involving the 
payment of a fee to Austock Securities Limited by the corporate issuer described in this report.  Austock Securities does and seeks 
to do business with companies covered in its research. 

Austock Securities reports are available on Bloomberg, Reuters, FactSet and www.austock.comAustock Securities reports are available on Bloomberg, Reuters, FactSet and www.austock.comAustock Securities reports are available on Bloomberg, Reuters, FactSet and www.austock.comAustock Securities reports are available on Bloomberg, Reuters, FactSet and www.austock.com    

    

    


