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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

EUROZ HARTLEYS

Analyst Date Price Target

Trent Barnett 6t September 2022 $0.76/sh

Initiate Coverage: Speculative Buy

Investment case
Sierra Rutile Ltd (SRX) demerged from lluka (ILU.asx) in August;

SRX has no debt and a cash balance of A$60m as at 30 June 2022. In
addition to the cash balance, there is a US$45m rehabilitation trust;

“Area 1” is currently in production and produces around 144ktpa of
rutile. The remaining mine life is ~5 years. We estimate Area 1 EBITDA
(after SRX overheads) ~A$100m on spot prices but that drops to
~A$50m pa using our base case commodity prices;

Sembehun is a nearby deposit which ILU recently completed a PFS.
SRX will now complete a DFS, with construction expected CY24. The
PFS estimated capex at US$337m. We estimate annual Sembehun
EBITDA of ~-US$85m pa on base prices or ~US$140m on spot prices;

On spot prices, Sembehun could be funded by Area 1 cash flows. On
our base commodity prices though, we estimate new equity and debt
facilities will be required (DFS is not due until late CY23);

We initiate coverage with a Speculative Buy and 76cps Price Target.

Key points

® Sep Quarterly production: October

e Dec Quarterly production: January

e 1H23 earnings results: February/March
e Sembehun DFS: late 2023

Sierra Rutile Ltd

Year End 31 Dec

Share Price 0.30 A$/sh
Price Target 0.76 A$/sh
Valuation 0.44 A$/sh

npv (8.0%)
Shares on issue 424 m, diluted *
Market Capitalisation 127 A$m
Enterprise Value 67 A$m
Debt (30 Jun 22a) 0] A$m
Cash (30 Jun 22a) 60 A$m
Largest Shareholder Perpetual
Production F/Cast 2022F 2023F 2024F
Zircon 7 6 6
Rutile / HiTi 135 131 131
IImenite 57 55 55
Assumptions 2022F 2023F 2024F
IImenite 294 290 280
Zircon 1909 1700 1600
Rutile 1534 1375 1350
AUDUSD 0.72 0.74 0.74
Key Financials 2022F 2023F 2024F
Revenue (A$m) 324 275 272
EBITDA (A$m) 95 54 51
NPAT (A$m) 93 50 31
Cashflow (A$m) 97 64 42
CFPS (Ac) 23 15 8
P/CFPS (x) 1.3 2.0 3.6
EPS (Ac) 22 12 5
EPS growth (%) 0% 0% -57%
PER (x) 1.4 2.6 6.0
EV:EBITDA (x) 1.9 3.2 3.4
EV:EBIT (x) 2.0 3.5 4.3
DPS (Ac) 0.0 0.0 0.0
Dividend Yield (%) 0% 0% 0%
ND:Net Debt+Equity (%) nm nm nm
Interest Cover (x) - - 4.5

Disclaimer

Euroz Hartleys declares that it has acted as
underwriter to and/or arranged an equity issue in
and/or provided corporate advice to SRX during
the last year. Euroz Hartleys has received a fee for

these services.

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.

Refer to full disclaimer at the end of this document.
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Market Statistics Year End 30 June Profit and Loss (A$m) 2021A 2022F 2023F 2024F
Share Price $0.300 A$/sh Directors Net Revenue 255.8 323.7 2751 271.6
Issued Capital 424.2 m  Greg Martin NE Chair Total Costs -227.4 -228.3 -220.7 -220.7
Options 0.0 m  Theuns de Bruyn MD EBITDA 285 953 544 509
Fully diluted 424.2 m  Martin Alciaturi ED - margin %  29%  20%  19%
Fully dil. & financed 824.2 m  Graham Davidson NE Depreciation/Amort -446 20  -45 -10.6
Joanne Palmer NE EBIT -16.1 93.4 49.9 40.3
Mkt Capital'n (dil) 1273  $m  Shareholders 'F\,‘et 'TnterF‘fStf_t 1?; gg-g 48-8 %%-g
Enterprise Value 67.3 $m  Perpetual 14.4% Tre-Eax rofi _4'7 _0'5 _0'2 _0'2
Debt 0.0 $m Tribecca 71% ax EXPENse : : : :
Cash 60.0 $ v 6.7% Normalised NPAT 8.5 92.9 49.6 31.2
E\"f 2a m FIaL”a 6 0% Abnormal Items 0.0 0.0 00 00
post capex 4 $m 0% Reported Profit 85 929 496 312
Vanguard Group >.3% Minority 0.0 0.0 00 00
Regal 5.2% Profit Attrib 85 929 496 312
F/Cast Production 2021A 2022F 2023F 2024F Cash Flow (A$m) 2021A 2022F 2023F 2024F
Area 1 Production Summary Operating Cashflow 1.9 97.9 63.8 51.5
Mining Inventory Mt 70.4 600 480 36.0 Income Tax Paid =3 05 -02 -02
Grade % 27%  27%  27% 27% Interest & Other 0s 00 00 90
Mill Throughput Mt 123 10.4 12.0 12.0 Operating Activities -3.6 97.4 63.6 42.4
0, 0, 0, 0, 0,
;'f"p?gfjiition k/; 3'1ﬁ 3'0/7" 27@ 2'7é Property, Plant & Equip. 0.0 -414 -49.0 -143.9
Rutile production kt 129 135 13 131 (E;Eﬁ'orat'o“ and Devel. 8-8 'g-g '(3)-8 ‘88
IImenite production kt 46 57 55 55 er Lo ’ ’ : ’
Revenue Us$m 184 235 202 201 Investment Activities 0.0 -46.2 -52.8 -144.7
Cost US$m -142 -156 -153 -154 .
_ : . : ~ ~ ~ Borrowings 0.0 0.0 0.0 150.0
_1é:22&r (net ilmenite credits) Us$/t  -1047 1001 1015 Equity or “tbc capital” 0.0 0.0 0.0 100.0
Dividends Paid 0.0 0.0 0.0 0.0
EBITDA Us$m 42 79 50 47 . A o
lImenite % rev. 6.0% 6.0% 6.5% 72% Financing Activities 0.0 0.0 0.0 250.0
Zircon % rev. 51% 51% 4.4% 4.8%
Rutile %rev. 88.9% 88.9% 89.2% 88.0% Net Cashflow 36 512 108 1477
Sembehun Production Summar
Mining Inventory Mt y 187.9 187.9 187.9 187.9 Balance Sheet (A$m) 2021A 2022F 2023F 2024F
VHM Grade % 2.4% 2.4% 2.4% 2.4% Cash 13.1 64.2 75.0 2227
Mill Throughput Mt 0.0 0.0 0.0 0.0 Other Current Assets 1n7.5 151 104.6 104.0
VHM grade % - - - - Total Current Assets 130.6 179.3 179.6 326.7
Zr production kt 0.0 0.0 0.0 0.0 Property, Plant & Equip. 375 76.9 121.4 254.8
Rutile production kt 0.0 0.0 0.0 0.0 Exploration 0.0 4.8 8.6 9.4
IImenite production kt 0.0 0.0 0.0 0.0 Investments/other 61.5 61.5 61.5 61.5
Revenue US$m Tot Non-Curr. Assets 99.0 143.3 191.6 325.7
Cost US$m Total Assets 229.6 322.6 371.2 6524
- /t z&r (net ilmenite credits) US$/t
Short Term Borrowings 0.1 0.1 0.1 0.1
Ratio Analysis (A$m) 2021A 2022F 2023F 2024F Other 42.8 42.9 419 41.9
Total Curr. Liabilities 42.9 43.0 42.0 42.0
CF (A$m) 2 98 64 52 Long Term Borrowings - - - 150.0
CF / Sh (Ac/sh) 0 23 15 8 Other 749 749 749  74.9
CF Ratio (0 99 L 2 4 Total Non-Curr. Liabil. 74.9 749 74.9 224.9
. Total Liabilities 17.8 17.9 116.9 266.9
Earnings (A$m) 8 93 50 31 Net Assets 1.8 204.7 254.3 385.5
EPS (Ac/sh) 1 22 12 S Net Debt 4129 -641 749 726
EPS Growth (%) -57%
Earnings Ratio (O 23 1 3 6 Reserves & Resources
E’prise Val. (A$m) full funded 234 183 172 175 VHM Grade  Rutile llmenite Zircon
EV : EBITDA (x) 8 2 3 ks Total Resource 1.8% 59.2% 35.2% 5.5%
EV:EBIT (x) nm 2 3 4 Area1(Sierra Leone) 1.6% 63% 31% 6%
Sembehun (Sierra Leone) 1.9% 58% 37% 5%
Net Debt / ND+Eq (%) nm nm nm nm Other
Interest Cover (x) - - - 45 Total Reserve 2.4% 61.0% 34.9% 4.1%
EBIT Margin (%) -6% 20% 18% 15% Area 1 (Sierra Leone) 2.1% 67% 29% 5%
ROE (%) 14% 59% 22% 10% Sembehun (Sierra Leone) 2.5% 60% 36% 4%
ROA (%) 7% 34%  14% 6% Other
Div. (Ac/sh) - - - -
Div. payout ratio (x) - - - -
Div. Yield (%) 0.0% 0.0% 0.0% 0.0%
Div. Franking (%) 100% 100% 100% 100%

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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Analysis

SRX is a rutile producer in Sierra Leone and demerged from Illuka
earlier this year.

Current Resources (Area 1is in production, Sembehun is a development
nearby)

Mineral Resource Estimate

Mineral Resource Material In Situ In Situ In Situ n Si.tu n Sit.u Ir.' situ
" . . Rutile limenite Zircon
Category Tonnes Rutile Iimenite Zircon Tonnes Tonnes Tonnes
Mt % % % Mt Mt Mt
Areal
Measured 44 1.2 0.5 0.1 0.5 0.2 0.0
Indicated 143 1.0 0.5 0.1 1.4 0.7 0.2
Inferred 13 1.0 0.5 0.1 0.2 0.1 0.0
Area 1 Subtotal 205 1.0 0.5 0.1 2.1 1.1 0.2
Sembehun
Measured 134 1.4 0.9 0.1 1.9 1.2 0.1
Indicated 167 1.0 0.7 0.1 1.7 1.2 0.1
Inferred 207 0.9 0.6 0.1 1.9 1.3 0.1
Sembehun Subtotal 508 1.1 0.7 0.1 5.5 3.7 0.4
Other
Measured
_Indicated - - - - -
_Inferred 39 1.2 - - 0.5
_Other Subtotal 39 1.2 - - 0.5
~Grand Total
Measured 178 14 0.8 0.1 24 1.4 0.2
“Iindicated 309 1.0 0.6 0.1 3.1 2.0 0.3
Inferred 265 1.0 0.5 0.1 2.6 1.4 0.2
"Grand Total 752 1.1 0.6 0.1 8.1 4.8 0.6
Notes:
1. Competent Person — Mineral Resources: Brett Gibson (MAIG).
2. Insitu (dry) metric tonnage is reported.
3. Mineral Resources are inclusive of Ore Reserves.
4. Rounding may generate differences in last decimal place.
5. Rutile, ilmenite and zircon are reported as a percentage of in situ material.
6.  Theilmenite and zircon grades are included for tabulation purposes under the Measured, Indicated and Inferred Resource category.

The confidence in the estimate of the grade and tonnage for ilmenite and zircon are however only to be considered as Indicated
where rutile is Measured. Otherwise the ilmenite and zircon are considered to be Inferred due to material factors influencing the
confidence in the estimates for ilmenite and zircon.

7. "Other” refers to the Gambia, Jagbahun, Nyandahun & Taninahun Boka deposits outside the Area 1 & Sembehun operational areas.

Source: SRX

AREA 1 (100%)

Sierra Rutile was acquired by ILU.asx in 2016. The operations have had
periods of only marginal profitability, but the recent improvement in
fiscal terms, operating costs and selling prices means there is now a
decent profit margin. The new fiscal terms related to the minimum tax
rate in relation to Area 1. It reduced from 3.5% of turnover up until July
2021 to 0.5% from August 2021 onwards.

The company estimated FY22 cost guidance is US$892/t rutile,
although this excludes overheads. Corporate overheads were US$23m
in CY21, but we expect it to return to US$10m in CY22. CY21 non-site
costs were boosted by several one-offs, including expensing capex.

The remaining mine life is ~4-6 years, with possible extension beyond
that.

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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Overview

541Kt 2.1Mt
Contained Rutile Ore Reserve! Contained Rutile Mineral Resource!
144kt USS$892/t of rutile
FY22 Rutile Production Guidance? FY22 Unit Cost Guidance (net of co-products)®

Products ¢ Standard Grade Rutile (SGR)
¢ Industrial Grade Rutile (IGR)
+ High-grade ilmenite
e Zircon-in-concentrate (ZIC)

Mining method * Dry mining: truck and excavator with dozer support.

* Four wet concentrator plants (WCPs) producing mineral
concentrate with feed capacity of 500-600tph.

* Mineral concentrate from Area 1 is processed in the mineral
separation plant (MSP), which includes a feed preparation plant
and dry plant. The MSP has capacity to produce 175ktpa of
rutile.

Processing?®

* Products are exported through the Nitti Port facilities situated in
the Area 1 mining lease. The mine also maintains an extensive
Other assets network of water supply ponds, power generation facilities,
accommodation for senior and management staff, offices,
extensive workshops, laboratory, a clinic and roads.

Area 1 historical operating and financial performance

Year ended 31 Year ended 31 Year ended 31
December 2019  December 2020  December 2021

Production volumes

Zircon (Z) Kt B85 BE 41
Rustile [R) Kt 1372 1202 12332
Total Z/R production kt 145.7 126.8 1334
limenite Kt 592 458 521
Total production kt 2049 1726 185.5
HMC produced kt 288 30 m
HMC processed kt 290 293 312
Unit cash cost of production - Z/R Ussit 823 1,002 1,047
Unit cash cost of production

(net of co-product credits) - R us$it T4 029 985

TABLE 3.15 SIERRA RUTILE PRO FORMA HISTORICAL INCOME STATEMENTS

Year ended 31 Year ended 31 Year ended 31

USD $'m D ber 2019 D ber 2020 D ber 2021
Revenue 1831 157.7 184.2
Other income 1.4 0.0 21
Expenses (141.3) (145.9) (165.8)
Underlying EBITDA 43.2 1.9 20.5
Depreciation and amortisation expense (46.0) (52.1) (32.1)
Write down of non-current assets (290.0) - (5.7)
Inventory movement — non cash (1.4) 1.3 (0.8)
::zll'lc?:ss in rehabilitation provision recognised in profit 63) 23 289
EBIT (300.5) (36.7) 10.9
Rehab and mine closure discount unwind (1.6) (7.5) (0.8)
Net interest and finance charges (0.3) 01 (0.5)
Profit/(loss) before income tax (302.5) {44.1) 9.6
Income tax expense (121.2) (5.6) (3.4)
Profit/(loss) after tax (423.6) (49.7) 6.1

Sierra Rutile’s minimum tax rate for FY19, FY20 and January 2021 to July 2021 was 3.5% of turnover, decreasing to 0.5%
from August 2021 to December 2021. The minimum tax rate changed as a result of the Third Amendment Agreement to the
Sierra Rutile Act in relation to Area 1. The rate is expected to be maintained at 0.5% going forward for Area 1. No pro forma
adjustment has been reflected for the change in tax rate in the pro forma historical income statements.

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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TABLE 3.19 SIERRA RUTILE PRO FORMA HISTORICAL FREE CASH FLOW
Year ended 31 Year ended 31 Year ended 31

USD §'m Note D ber 2019 D k 2020 D ber 2021
Pro forma historical operating cash flow 28.0 263 26
Interest paid 03 06 (0.2)
Income taxes paid (9.5) (5.7) (3.8)
Capital expenditure (49.8) (15.0) -
Pro forma historical free cash flow (31.0) 6.1 {1.5)

Source: SRX Demerger Booklet

Area 1reserves and resources

Area 1 - Current Reserve by Deposit?

Deposit Material Tonnes (Mt) In Situ Rutile (%) In Situ Rutile (Mt)
Gangama (inc ROM) 11.8 1.4 0.17
Gbeni North 19.0 1.3 0.25
Lanti 49 1.8 0.09
Taninahun 2.5 1.4 0.04
TOTAL 38.2 1.4 0.54

Area 1 — Target Resources in Mine Life Extension Program?

Deposit Material Tonnes (Mt) In Situ Rutile (%) In Situ Rutile (Mt)
Pejebu

Indicated 18.6 1.0 0.18
Inferred 4.8 1.0 0.05

Ndendemoia East
Indicated 14.3 11 0.16

Ndendemoia West

Indicated 4.0 0.6 0.03
TOTAL 41.7 1.0 0.40
Source: SRX

Euroz Hartleys estimated Area 1 production (base case commodity prices)

Area 1 Production Summary Dec 21a Dec 22e Dec 23e Dec 24e Dec 25e Dec 26e Dec 27e
Mining Inventory Mt 70.9 60.0 48.0 36.0 24.0 12.0 0.0
Grade % 2.8% 2.7% 2.7% 2.7% 2.7% 2.7%  #DIV/O!
Mill Throughput Mt 12.3 10.9 12.0 12.0 12.0 12.0 12.0
HM grade % 3.1% 3.1% 2.7% 2.7% 2.7% 2.7% 2.7%
Zr production kt 4 5 6 6 6 6 6
Rutile production kt 129 136 132 132 132 132 132
IImenite production kt 46 57 55 55 55 55 55
Revenue US$m 184 228 203 202 196 191 191
Cost US$m -142 -145 -153 -154 -154 -154 -154
- /t z&r (net ilmenite credits) US$/t -1047 -932 -10M -1008 -1017 -1023 -1023
EBITDA UsS$m 42 83 50 48 43 38 38
IImenite % rev. 6.2% 6.2% 6.4% 7.2% 6.8% 6.5% 6.5%
Zircon % rev. 3.2% 3.2% 4.4% 4.8% 4.5% 4.2% 4.2%
Rutile % rev. 90.5% 90.5% 89.2% 88.0% 88.7% 89.3% 89.3%

Source: Euroz Hartleys

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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Euroz Hartleys estimated Area 1 production (spot case commodity prices)

Area 1 Production Summary Dec 21a Dec 22e Dec 23e Dec 24e Dec 25e Dec 26e Dec 27e
Mining Inventory Mt 70.9 60.0 48.0 36.0 24.0 12.0

Grade % 2.8% 2.7% 2.7% 2.7% 2.7% 2.7%

Mill Throughput Mt 12.3 10.9 12.0 12.0 12.0 12.0 12.0
HM grade % 31% 31% 2.7% 2.7% 2.7% 2.7% 2.7%
Zr production kt 4 5 6 6 6 6 6
Rutile production kt 129 136 132 132 132 132 132
IImenite production kt 46 57, 55 55 55 55 55}
Revenue UsS$m 184 238 231 236 236 236 236
Cost US$m -142 -144 -148 -148 -148 -148 -148
- /t z&r (net ilmenite credits) US$/t -1047 -869 -91 -886 -886 -886 -886
EBITDA Us$m 42 95 83 88 88 88 88
IImenite % rev. 8.9% 8.9% 9.8% 1.1% 1.1% 11.1% 1.1%
Zircon % rev. 3.4% 3.4% 4.7% 5.2% 5.2% 5.2% 5.2%
Rutile % rev. 87.7% 87.7% 85.5% 83.7% 83.7% 83.7% 83.7%

Source: Euroz Hartleys

SEMBEHUN (100%)

Sembehun is a nearby deposit which ILU recently completed a PFS.
The company will now pursue a DFS.

The resource is much larger than Area 1, and hence SRX production and
profit would increase under a development. The intention is to have a
transition from Area 1to Sembehun such that offtake customers can be
continuously fulfilled and do not need to find alternative supply.

Sembehun PFS

Sembehun PFS Highlights

Ore Reserves?!

174Mt @ 1.45% Rutile

Mineral Resources?!

508Mt @ 1.10% Rutile

Mine Life

>13 years

Mining Method

Dry mining (truck & excavator)

Processing

Mineral concentrate from Sembehun will be
processed in a magnetic separation circuit
(to be constructed) and proceed to the
company’s existing mineral separation plant,
which includes a feed preparation plant and
dry plant

Project Net Present Value
(8%, post tax real)?

Uss318m

Project Internal rate of return (post tax
real)?

24%

Capital cost (USSm real)

Total: US$337m
— Phase 1: US5284m | Phase 2: US$52m

Steady state average unit cash costs of
production
(USS/t Z/R, real)

USS$726/t rutile and zircon produced
(excluding royalties and rehabilitation)

Steady state average unit cash costs of
production, net of co-product credits
(USS/tR, real)®

Source: SRX

USS$535/t rutile produced
(excluding royalties and rehabilitation)

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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Sembehun Timetable

Indicative Timeline

Sierra Rutile Lin

Sierra Rutile’s approach is expected to see the development of Sembehun integrated with the remaining operations at Area 1. The below timeline is
based on the recently completed Sembehun PFS

2022 2023 2024 2025 2026 2027 2028+

PFS
Complete

Project
Final Investment
Decision

'
=
9
3
@
@
@
9

<

Detail Engineering
& Procurement

Phase 1 Construction Ramp-Up Steady state production

Phase 2 Construction Ramp-Up

n in 2023 which would allow Sierra Rutile to target the commencement of Phase 1 Sembehun production within 24 months. This timeline 23
s control. Refer to Appendix H for information on key risks.

Phase 1
Commissioning
Steady State Production

Phase 2
Commissioning

Note: Sierra Rutile is working towards being in a position to make a final investment d
is indicative and may be subject to change including due to matters outside Sierra Rut

Source: SRX

Sembehun Reserves

Ore Reserve category’ Ore In Situ In Situ In Situ In Situ In Situ In Situ
Tonnes? Rutile* limenite**  Zircon** Rutile limenite® Zircon®
(M) (%) (%) (%) (M) (Mt) (Mt)

Benduma

Proved 129 13 09 0.1 047 o1 0.01
Probable 39.7 15 10 0.1 0.58 0.40 0.03
Dodo

Proved 477 14 09 0.1 0.69 0.41 0.05
Probable 6.4 13 08 0.1 0.08 0.05 0.01
Kamatipa

Proved 338 17 11 0.2 0.66 0.36 0.05
Probable 86 13 09 0.1 o0n 0.08 0.01
Kibi

Proved 148 14 0.6 0.1 0.21 0.09 0.01
Probable 8.1 13 0.7 0.1 0.10 0.06 0.01
Komende

Proved 13 13 17 0.2 0.02 0.02 0.00
Probable 0.3 12 18 0.2 0.00 0.0 -
Grand Total

Proved 1105 15 09 0.1 1.64 1.00 013
Probable 63.1 14 09 0.1 090 0.59 0.06
Grand Total 173.7 15 08 0.1 2.54 1.59 0.18
Notes:
1. Competent Person = Ore Reserves: Andrew Walkenhorst (MAusIMM).
2. Ore Reserves are a sub-set of Mineral Resources.
3. Rounding may generate differences in last decimal place.
4.  Mineral assemblage is reported as a percentage in Ore.
5. The ilmenite and zircon grades are included for tabulation purposes under the Proved and Probable Reserve category. The confidence in the

estimate of the grade and tonnage for iimenite and zircon are however only to be considered as Probable where rutile is Proved. Otherwise the
ilmenite and zircon are considered to be Inferred due to material factors influencing the confidence in the estimates for imenite and zircon.

6. The quoted figures for Sembehun are stated as at 31 December 2021 and have been depleted for all production conducted to this date.

Source: SRX Demerger Booklet

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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Euroz Hartleys estimated Sembehun production (base case commodity

prices)
Sembehun Production Summary Dec 21la Dec22e Dec23e Dec24e Dec25e Dec26e Dec27e Dec28e Dec29e Dec30e Dec3le Dec32e
Mining Inventory Mt 187.9 187.9 187.9 187.9 187.9 183.4 175.5 162.0 148.5 135.0 121.5 108.0
VHM Grade % 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%
Mill Throughput Mt 0.0 0.0 0.0 0.0 0.0 4.5 7.9 135 1.5 1.5 3.5 13.5
VHM grade % - - - - - 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%
Zr production kt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Rutile production kt 0.0 0.0 0.0 0.0 0.0 58.3 1021 175.0 175.0 175.0 175.0 175.0
IImenite production kt 0.0 0.0 0.0 0.0 0.0 21.4 374 64.2 64.2 64.2 64.2 64.2
Revenue US$m 79 139 238 240 244 244 244
Cost US$m -63 -92 -156 -156 -156 -158 -158
- /t z&r (net iimenite credits) US$/t -1004 -822 -815 -815 -815 -824 -827
EBITDA US$m 16 47 82 83 88 87 86
limenite % rev. 5.7% 5.7% 5.7% 5.6% 5.5% 5.5% 5.5%
Zircon % rev. 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rutile / Hi-Ti production % rev. 94.3% 94.3% 94.3% 94.4% 94.5% 94.5% 94.5%

Source: Euroz Hartleys

Euroz Hartleys estimated Sembehun production (spot case commodity

prices)
Sembehun Production Summary Dec 2la Dec22e Dec23e Dec24e Dec25e Dec26e Dec27e Dec28e Dec29e Dec30e Dec3le Dec32e
Mining Inventory Mt 187.9 187.9 187.9 187.9 187.9 183.4 175.5 162.0 148.5 135.0 121.5 108.0
VHM Grade % 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%
Mill Throughput Mt 0.0 0.0 0.0 0.0 0.0 4.5 7.9 585 8.5 8.5 8.5 .5
VHM grade % - - - - - 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%
Zr production kt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Rutile production kt 0.0 0.0 0.0 0.0 0.0 58.3 1021 175.0 175.0 175.0 175.0 175.0
IImenite production kt 0.0 0.0 0.0 0.0 0.0 21.4 374 64.2 64.2 64.2 64.2 64.2
Revenue UsS$m 96 168 288 290 294 294 294
Cost Us$m -61 -89 -151 =I5l =151 152, =153
- /t z&r (net ilmenite credits) USs$/t -882 -706 -700 -700 -700 -709 -7
EBITDA US$m 55 80 137 139 144 142 142
lImenite % rev. 9.8% 9.8% 9.8% 9.7% 9.6% 9.6% 9.6%
Zircon % rev. 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rutile / Hi-Ti production % rev. 90.2% 90.2% 90.2% 90.3% 90.4% 90.4% 90.4%

Source: Euroz Hartleys

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.




RESOURCES

Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

INDUSTRY EXPOSURE

SRX is primarily exposed to the rutile titanium market. As such, it is
exposed to global pigment and welding markets;

SRX products

Sierra Rutile currently produces three primary products for sale:

+ Standard Grade Rutile (SGR), which is considered to be an industry leading high
quality product and is consumed primarily in the manufacture of titanium
dioxide pigment and titanium sponge.

* Industrial Grade Rutile (IGR), which is well suited to high quality flux core wire
applications due to its high packing density and low contaminant level, ensuring
that the product generally trades at a premium to competing rutile products.

+ High-grade ilmenite, which is sold mainly for pigment production.

In addition to the three primary products above, Sierra Rutile also produces Zircon-
in-concentrate (ZIC), used in ceramics, chemicals, refractory and foundry.

Sierra Rutile has no committed off-take volumes post December 2022 and expects
that future arrangements will be entered into on market terms.

Source: SRX

Global and SRX rutile market

Global Demand Sierra Rutile Sales
Application (CY19-21 average)' (CY19-21 average)

Pigment -

Paint, plastics, inks,
specialty coatings

Metal %

Aircraft frames and
engines, medical items,
sporting goods

‘Welding 4% ﬁ @
Steel fabrication,

ship building

1 Global demand for titanium feedstocks (TZMI February 2022).

Source: SRX Demerger Booklet

EUROZ HARTLEYS
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(SRX $0.30) Speculative Buy

GEOGRAPHIC EXPOSURE

SRX operations are in Sierra Rutile, south of Freetown.

Location & Size

Freetown

Sembehun deposits
Proposed mine
development

MAP AREA

000é&

Nitti Port |

Gangama &
Taninahun

Sl Ndendemoia

A Pejebu
0 10 Lanti
———————
Source: SRX

PEERS AND COMPETITORS

ASX listed mineral sands peers include [LU.asx (Australia), STA.asx
(Australia), BSE.asx (Kenya & Madagascar), SFX.asx (Australia), IMA.asx
(Australia) and SVM.asx (Malawi).

NWEF.asx operates a diamond mine in Sierra Leonne.

Euroz Hartleys Limited
All information and advice is confidential and for the private information of the person to whom it is provided and is provided without

any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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(SRX $0.30) Speculative Buy

KEY SUPPLIERS & CUSTOMERS

SRX key customers

Key Customers

Sierra Rutile’s key customers include some of the world's largest producers of
pigment, the world’s leading welding consumable manufacturers and discerning
titanium sponge producers serving the high quality aeronautical applications.

KRONOS' TRONOX#: VENATOR & Chemours

Source: SRX

Management, Directors and Major Shareholders

Experienced Board and Senior Management

Sierra Rutile Limited

Sierra Rutile will be established with a strong Board and management team that have the requisite skills and experience to deliver sustainable value for

shareholders.
Board of Directors Senior Management Team
Greg Martin * 40 years’ experience in the mining, utilities, financial services, Theuns de Bruyn  * See left hand side.
Independent Chair energy and energy related infrastructure sectors in Australia, Managing Director
New Zealand and internationally. Immediate past Chair of lluka. and chief

BEc, LLB, FAIM, MAICD

v * Sydney, Australia
[ v

Executive Officer

Martin Alciaturi *  See left hand side.

* Over 25 years' experience in the African mining sector, startin . X
Theuns de Bruyn ¥ P e & Finance Director

Managing Director  his career with BHP where he worked in Operations and Business

undChfef Executive D across various ities. Joined Sierra Rutile in
y 2019 a5 COO and was appointed CEO in January 2021.

Officer « BEng (Chemical Engineering), MBA

Site, Sierra Leone

Martin Alciaturi ~ * Over 40 years in corporate finance (as a Partner of EY and @
Finance Director Director of Macquarie) and as a mining executive with Aquila
Resources.
* BSc (Eng) (Hons), GradDipAppFin, FCA, MAICD
* Perth, Australia

Graham Davidson * Over 30 years’ professional experience of executive and board
) Independent Non- positions with a track record of leading large multicultural teams + Freetown, Sierra Leone
= Executive Director on natural resource projects, including at Rio Tinto.

. * BEng, GradDip in Maintenance Management, MioD (UK) e Derek Folmer *  Over 25 years’ commercial experience in the mineral sands
‘ [

22 years” experience in the African mining sector, across various
commodities including steel, chrome, platinum, copper, cobalt
and lead.

BSc (Eng), MBA, Cert (Fundamentals of Fin Mgmt)

Site, Sierra Leone

Eben Lombard
Chief Operating
Officer

Maurice Cole * Over 30 years’ experience in the Accounting and Auditing
Chief Financial including 5 years at Sierra Rutile.

Officer Qualifications from ACCA and AAT, FCA (England & Wales and

»® oo ®

Sierra Leone)

™

B Deo

London, United Kingdom General Manager sector, including 9 years of active invalvement with Sierra Rutile.
Marketin BEng, MBA, Member of 0IQ
q London, United Kingdom

Joanne Palmer * Over 25 years’ of industry experience providing audit and
assurance services on company listings, M&A and takeovers and

Independent Non-
Executive Director

Over 40 years' leadership experience in the governance,
education, mining and banking sectors including 5 years at lluka.
Bluris, LLB, FAICD, FGIA

Perth, Australia 9

Sue Wilson
General Counsel &
Company Secretary

significant experience with international mining cempanies.
* BSc (Hons), FCA (ANZ and England & Wales), GradDip AICD,
Registerad Company Auditor ASIC
* Perth, Australia

Source: SRX

Major Shareholders

Shareholders %
Perpetual 14.4%
Tribecca 71%
Yarra 6.7%
FIL 6.0%
Vanguard Group 5.3%
Regal 5.2%

Source: IRESS

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.
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Sierra Rutile Ltd
(SRX $0.30) Speculative Buy

OPTIONS, CONVERTIBLES AND UNPAID CAPITAL
There is no significant unpaid capital.

Debt

We assume A$150m of project debt for the construction required in
2024 for Sembehun, although this assumes commodity prices are lower
than spot. At spot prices, the new equity and debt requirements are
considerably lower (they maybe minimal);

Hedging
There is no hedging.

Capex requirements

Area 1 capex was expensed in CY21, hence the high implied overheads
in the accounts. We expect higher capitalized capex for Area 1in CY22.
Sembehun start-up capex is estimate (PFS) at US$284m (Phase 2
additional US$52m for total US$337m).

Free cash flow

On spot prices we expect meaningful free cash flow from Area 1, but
we assume it remains on balance sheet to fund Sembehun. On our
base case estimates, free cash flow from Area 1is low, but positive.
Continued operation maybe important to fill customer offtakes such
that they can be rolled into Sembehun offtakes when it is developed.

Dividends
We do not expect dividends for a considerable time.

FX exposure
Costs are mainly in USD.

Interest Rate exposure
We expect minimal interest rate exposure.

Commodity price exposure
SRX is mainly exposed rutile prices.

EUROZ HARTLEYS

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.

Refer to full disclaimer at the end of this document.
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(SRX $0.30) Speculative Buy

PRICE TARGET TABLE

We have a 76¢ps Price Target which is a composite of several scenarios.

Price Target Methodology Weighting Spot 12 mth out
NPV, consensus prices 55% $0.44 $0.46
NPV, at spot commodity and fx prices 25% $1.14 $1.28
NPV, consensus prices 15% $0.68 $0.75
NPV, at spot commodity and fx prices 3% $1.84 $2.04
Net cash backing 2% $0.14 $0.14
Risk weighted composite $0.69
12 Months Price Target $0.76
Shareprice - Last $0.300
12 mth total return 152%

SIMPLE S.W.O.T. TABLE

In production

Potential mine life extensions
STRENGTHS . .
History of operating in country

Experienced management team

Located in Sierra Leonne
WEAKNESSES Capex requirement
Area 1 AISC

Expansions
OPPORTUNITIES | Other African opportunities
Takeover

Commodity Prices
THREATS

Sovereign Risk

Euroz Hartleys Limited

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.
Refer to full disclaimer at the end of this document.

13



Disclaimer

EUROZ HARTLEYS

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for
the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only.

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence
(AFSL 230052) and is a participant of the Australian Securities Exchange Group,
Cboe and NSX.

The information contained herein is confidential. If you are not the intended
recipient no confidentiality is lost by your receipt of it. Please delete and destroy
all copies, and contact Euroz Hartleys Limited on (+618) 9488 1400. You should
not use, copy, disclose or distribute this information without the express written
authority of Euroz Hartleys Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities

as part of their securities business and consequently may have an interest in the
securities recommended herein (if any). This may include providing equity capital
market services to the issuing company, hold a position in the securities, trading
as principal or agent and as such may effect transactions not consistent with the
recommendation (if any) in this report.

Euroz Hartleys Limited declares that they may have separately or jointly acted as an
underwriter, arranger, co-arranger or adviser in equity capital raisings, and will have
received a fee for its services, from or any company mentioned within this report
during the last 12 months.

You should not act on any recommendation issued by Euroz Hartleys Limited
without first consulting your investment adviser in order to ascertain whether the
recommendation (if any) is appropriate, having regard to your objectives, financial
situation and needs. Nothing in this report shall be construed as a solicitation to buy
or sell a security, or to engage in or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is
correct at the time of compilation, however we make no representation or warranty
that it is accurate, complete, reliable or up to date, nor do we accept any obligation
to correct or update the opinions in it. The opinions expressed are subject to
change without notice. No member of Euroz Hartleys Limited accepts any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use
of this material.

We cannot guarantee that the integrity of this communication has been maintained,
is free from errors, virus interception or interference.

The author of this publication, Euroz Hartleys Limited, it’s directors and their
associates from time to time may hold shares in the security/securities mentioned in
this Research document and therefore may benefit from any increase in the price of
those securities. Euroz Hartleys Limited, and its Advisers may earn brokerage, fees,
commissions, other benefits or advantages as a result of transactions arising from
any advice mentioned in publications to clients.

To view the Euroz Hartleys’ Quick Comment Disclaimers, please visit the below links:
https://www.eurozhartleys.com/wp-content/uploads/July-Resources-Disclaimers.pdf

https://www.eurozhartleys.com/wp-content/uploads/July-Industrials-Disclaimers.pdf

Analyst Certification

We hereby certify that all of the views expressed in this report accurately reflect

our personal views about the subject company or companies and its or their
securities, and we are not in possession of, nor does this Research contain any inside
information.

No part of our compensation was, is or will be directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in this
research, nor has any attempt been made to influence this Research.
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Euroz Hartleys Limited +618 94881400
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Kyle De Souza - Resources Analyst +618 94881427
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