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Austral Resources Aust. (AR1)

Setting the base for a transformative 2022

Austral (AR1) is one of the few copper producers listed
on the ASX, producing copper cathode at its Mt Kelly
copper oxide SX-EW plant some 120km NW of Mt Isa in
Queensland (Figure 1). The March quarter saw
operations commence at the new Anthill Mine,
stacking will commence in May, and all is on track for
a step-change in production to ~10,000tpa copper
cathode from mid-CY2022. AR1 currently has a
Resource of ~420,000t of contained copper and has
multiple copper oxide and sulphide exploration targets
within its 2,100km? of granted tenure. An aggressive
12-month exploration program (A$10m, 30,000m) will
look to expand this Resource and extend the current
four-year LoM. AR1 offers investors direct exposure to
the current buoyant copper price, as well as strong
organic growth potential. BUY, TP A$0.47/sh (prev.
A$0.45/sh) on upward revisions to near-term output.

Targeting +9,000t in 2023 and 12,000t in 2023

e 425t of coper cathode produced at Mt Kelly in Mar. Q'22
from processing remnant ore; 348t sold for A$4.83m.

¢ Anthill Mine commenced bulk overburden removal on 5
Jan (Figure 2), with ore mining starting in February and
ore haulage to Mt Kelly commencing on 24 March.

e Ore stacking to commence in early May. Cathode
production is targeted to ramp up to +1,000t in the
month of July and +1,400t in October (Fig. 3).

e AR1 is guiding to CY2022 and CY2023 production of
9,300t and 12,000t respectively. We have upwardly
revised our prior CY22F and CY23F forecasts of 8,000t
and 10,650t to match AR1’s guidance.

Aggressive exploration program to expand LOM

¢ AR1 signalled an aggressive commitment to Resource
expansion and LoM extension with a A$10m (30,000m)
12-month exploration & drilling budget.

e Focus will be on in-pit and near-pit potential at Anthill
and on high-priority oxide Cu targets close to the Mt
Kelly processing facility (Figure 4). The exploration
team will be concurrently working on 2-3 prospects, and
a steady stream of reporting of results and news flow is
expected from May onward.

¢ Importantly, a diamond drill program is scheduled to
commence at the historical Flying Horse pit to collect
fresh (sulphide) core samples for metallurgical test work
in Canada. This could determine if Mt Kelly sulphide ore
(26.5Mt @ 0.80% for 212kt Cu) is amenable to a newly
developed heap leach process.

Key Dates Ahead
e May 2022 — Maiden Anthill copper cathode production.
e Jun. Q22 — Drill results from exploration programs.

BUY Share Price: A%$0.20

Target Price: A$0.47
Company Data
Shares — incl. restricted (M) 445
Options/rights (M) 54
Total (fully diluted) (M) 500
Market capitalisation ($M) 86.8
12 month low/high ($) 0.15/ 0.22
Average monthly turnover ($M) 5.1
GICS Industry Metals & Mining

Financial Summary (fully diluted/normalised)
Year End December CY21A CY22F CY23F CY24F CY25F

Revenue ($M) 37.3 120.0 1465 103.1 96.2
Costs ($M) 452 -73.8 -91.8 -736 -734
EBITDA ($M) 80 462 547 295 228
NPAT ($M) -11.7 29.4 36.9 19.7 15.1
EPS (¢ps) 2.4 5.9 7.4 4.0 3.0
EPS growth (%) na >100%  25% -46% -24%
PER (x) na 3.3 2.6 4.9 6.5
Op. Cashflow ($M) 0.0 28.7 39.2 20.6 16.3
OCFPS (¢ps) 0.0 5.7 7.8 4.1 3.3
POCFPS (x) na 3 2 5 6.0
Enterprise Value ($M) 100.9 84.9 58.3 49.5 41.4
EV / EBITDA (x) -ve 1.8 1.1 1.7 1.8
Payout ratio (%) na na na na na
Dividends (¢ps) 0 0 0 0 0
Yield (%) na na na na na
Franking (%) na na na na na

AR1 - performance over one year (AR1 listed Nov.’21)
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This report must be read with the disclosure and disclaimer on the final page of
this document.
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Analysis
Austral Resources
Year End December Share price (A$) 0.195

Issued shares (m) 445 (includes 200m restricted shares)

Market Cap (A$m) 86.8

Options/Rights (m) 54 (10m options expire Nov'24)

Dilution 0

Fully diluted no. of Shares (m) 500
P&L Statement (ASM) CY20A CY21A CY22F CY23F CY24F CY25F Commodity prices CY20A CY21A CY22F CY23F CY24F CY25F
Revenue 25.0 37.3 1200 1465  103.1 96.2  LME Copper (US$/lb) 2.72 4.22 4.28 4.00 3.75 3.50
Costs (431) (452) (738) (91.8) (73.6) (73.4) Hedged Cu price (US$/b) (30%) - - 451 451 451 4.51
EBITDA (18.1) (8.0) 46.2 54.7 29.5 22.8  ARP (US$/b) - - 435 4.15 3.75 3.50
D&A 0.1) 0.0 (2.0 (2.0 (20)  (20) ARP (US$It) - - 9592 9156 8267 7,716
Operating profit (18.1) (8.0 44.2 52.7 275  20.8  AUD:USD 0.70 0.75 0.74 0.75 0.75 0.75
NOI 0.0 26 0.0 0.0 0.0 0.0 ARP (A$/t) - - 12,901 12,208 11,023 10,288
EBIT (18.1) (5.3) 44.2 52.7 275 208
Interest income 0.3 0.1 0.3 0.8 0.8 0.8  Costs (A$/t Cu cathode) CY20A CY21A CY22F CY23F CY24F CY25F
Interest expense 4.7) (6.5) (2.4) 0.9) 0.1) 00 1 (A$K) - - 7,255 7,061 7,250 7,250
Tax expense 0.0 00 (126) (158) (85)  (65) AISC (A$/) - - 7,732 7513 7,658 7,631
Minority interest 0.0 0.0 0.0 0.0 0.0 0.0
Reported NPAT (22.5) (11.7) 29.4 36.9 19.7 15.1  Production (Anthill) CY20A CY21A CY22F CY23F CY24F CY25F

Ore processed (Anthill) (Mt) - - 1.16 1.50 117 117
EPS - Underlying (A%c) (7.0 (2.4) 5.9 7.4 4.0 3.0  Grade (% Cu) - - 094% 094% 0.94% 0.94%
DPS - Declared (A$c) 0.0 0.0 0.0 0.0 0.0 0.0  Recovery (%) - - 852% 852% 85.2% 85.2%
Avg. shares (m) 323 480 500 500 500 500  Copper cathode produced (t) - - 9300 12,000 9,350 9,350
YE shares (m) 323 480 500 500 500 500

Resources (April 2021) Mt (ore) Cu % Cu (tonnes)
Cash Flow (A$M) CY20A CY21A CY22F CY23F CY24F CY25F Oxide - Anthill 8.90 0.73% 64,970
EBITDA (18.1) (8.0) 46.2 54.7 29.5 22.8 Oxide -Other 7.83 0.43% 33,737
Invest. In WC 11.2 8.0 (4.9 0.3 (0.4) (0.1) Transition - total 17.25 0.67% 115,575
Tax expense 0.0 0.0 (12.6) (15.8) (8.5) (6.5) Sulphide - total 26.50 0.80% 212,000
Operating Cash Flow (6.8) 0.0 28.7 39.2 20.6 16.3  Global Resource 60.48 0.70% 426,282
Capex 00  (106) (3.0 (5.0) (50 @0 . 1000
Exploration (0.5) 0.0 (7.5) (7.5) (75) (500 14 12,000 12000
Other investments 0.0 0.0 0.0 0.0 0.0 00 12 116 117 117 10,000 9,300 2350 9350
Investing Cash Flow (0.5) (10.6) (10.5) (12.5) (12.5) (9.0) 100 8000
Net interest (4.4) 0.0 (2.2) (0.1) 0.7 08 0% 6000
Debt 11.7 (4.0) 119  (27.00 (11.3) (11 °® 4000
Dividends paid 0.0 0.0 0.0 0.0 0.0 0o °* 2000
Equity raised / (repaid) 00 305 0.0 0.0 00 00 Zzz = = = =
Financing Cash Flow 7.3 26.5 9.8 (27.1)  (106) (0.3) F2zF FY23F FY24F FY25F s Copper cathode prod. (tonnes)
Non-operating/Other (0.1) 3.2 0.0 0.0 0.0 0.0 =Oreprocesed - Anthil(vyy 77T Average
Inc/(Dec) in Cash 0.3 12.8 27.9 (0.4) (2.5) 7.0 1400

12,000 Sulé)rl:de Valuation split Transition
Balance Sheet (A$M) CY20A CY21A CY22F CY23F CY24F CY25F 10000 Re;‘;.‘,‘,?e\ Res:o:;rce
Cash & Equivalents 06 133 413 409 384 453 0% Other ’
Receivables 0.0 0.0 8.4 103 7.2 6.7 6000 Oxide ore
Inventories 10.3 32 14.4 17.6 12.4 115  *0%° Al
Other Current Assets 34.2 39.8 40.0 40.0 400 400 ¥ Anthil Ming Jine
PPE and Exploration 0.5 7.2 15.7 26.2 36.7 437 Fy22F Fy23F FY24F Fy2se ?nt\'/'zgz rﬁyf Inv;\r;lloéy
Deferred tax asset 0.0 0.0 0.0 0.0 0.0 0.0 — e () e €1 costs (A% 6% 47%
Other Non Current Assets 0.0 0.0 0.0 0.0 0.0 0.0
Total Assets 457 63.6 119.7 134.9 134.6  147.3  Valuation (A$m) (A$/ps)
Payables & Other 63.8 135 28.3 33.6 25.0 23.6  Anthill Mine Oxide Inventory NPV, 106 0.21
Short Term Debt 235.0 6.4 183 1.3 0.0 0.0  Anthill Mine Oxide ore outside of Inventory 14 0.03
Long Term Debt 0.0 21.1 21.1 11.1 11 0.0  Anthill Mine Oxide Resource 120 0.24
Other Liabilities 325 35.2 35.2 35.2 35.2 35.2  Other Oxide ore Resource 19 0.04
Non-controlling interest 0.0 0.0 0.0 0.0 0.0 0.0 Sulphide ore Resource 72 0.14
Total Liabilities incl NCI 331.3 76.2 102.9 81.2 61.2 58.8  Transition ore Resource 13 0.03
Equity (2856) (126) 1638 53.7 734 885 Total Resource 224 0.45
Total Liabilities & Equity 45.7 63.6 119.7 134.9 134.6  147.3  Exploration upside 19 0.04

Investments 0 0.00
Ratios CY20A CY21A CY22F CY23F CY24F CY25F Corporate costs (10) (0.02)
P/E (x) na na 33 2.6 4.9 6.5 Enterprise value 233 0.47
ROE (%) na na na 105% 31% 19% Net cash (debt) (CY22F) 2 0.00
Debt/Equity na na na 23% 1% 0.0% Equity value 235 0.47

Source: Petra Capital
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Figure 1. AR1’s Mt Kelly SX-EW plant and Anthill Mine location in Mount Isa district, QLD
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Source: Company. Note: Anthill is strategically located by bitumen road some 45km south of Mt Kelly.

Figure 2: Anthill Mine east pit — oxide Cu ore on RHS of main pit as dark coloured material

Source: Company. Note: As of 27 April; 5.7Mt of overburden removed between Jan and April 2022
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Figure 3: AR1’s projected production schedule for 2022 — 9,300t copper cathode

2022

Jan | Feb | Mmar | Apr [ May | sum | su | A | sep | oat Nov Dec
Mt Kelly Plant Refurbishment
Anthill Creek Diversion
Anthill Pre-stripping (kt) 665 1,400 1,750 1,502 1,294 1,393 1,407 1,394 1,389 1,421 1,382 1,323
Anthill Ore Mining (t) 3,000 5000 100,000 177,500 172,500 169,500 187,000 164,500 158,000 179,000 237,000
Ore delivery to Mt Kelly (t) 5,000 51,000 155,000 150,000 155,000 155,000 150,000 155,000 150,000 155,000
Ore stacking Mt Kelly (t) 137,000 180,000 186,000 174,000 150,000 150,000 150,000 150,000
Cathode Production tonnes 175 125 125 115 193 688 1,021 1,265 1,337 1,453 1,434 1,450
Copper source Remnant mining 2021 Anthill Copper Production

Source: Company

Figure 4: Outcropping shear hosted copper mineralisation at Dividend prospect (LHS) and Swagman
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Source: Company

Figure 5: Summary of Changes (CY22F-24F)

CY22F CY23F CY24F

New Old % var New Oold % var New Old % var
Revenue A$m 120.0 104.2 15% 146.5 130.0 13% 103.1 117.4 -12%
EBITDA A$m 46.2 39.2 18% 54.7 47.3 16% 29.5 35.1 -16%
EBIT A$m 44.2 37.2 19% 52.7 45.3 16% 27.5 33.1 -17%
NPAT A$m 29.4 24.5 20% 36.9 31.6 17% 19.7 23.6 -16%
EPS AS$c/sh 6.1 5.1 20% 7.7 6.6 17% 4.1 4.9 -16%
DPS AS$c/sh 0.0 0.0 na 0.0 0.0 na 0.0 0.0 na
NPV/sh A$/sh 0.47 0.45 4%
Price target A$/sh 0.47 0.45 4%
Copper prod. tonnes 9,300 8,000 16% 12,000 10,652 13% 9,350 10,652 -12%
Copper price US$/t 9,441 9,370 1% 8,818 8,818 0% 8,267 8,267 0%
C1 Costs AS/t 7,255 7,394 -2% 7,061 7,145 -1% 7,250 7,145 1%

Source: Company, Petra Capital
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Disclosure

This document has been prepared in Australia by Petra Capital Pty Ltd which holds an Australian Financial Services License AFSL 317 944. Petra Capital Pty Ltd is an ASX and Chi-
X Market Participant. Petra Capital Pty Ltd and its associates, officers, directors, employees and agents, from time to time, may receive brokerage, commissions, fees or other benefits
or advantages, hold securities in companies researched by Petra Capital Pty Ltd and may trade in these securities either as principal or agent.

Disclaimer

The information or advice contained in this report has been obtained from sources that were accurate at the time of issue, however the information has not been independently verified
and as such, Petra Capital Pty Ltd cannot warrant its accuracy or reliability. Persons relying on this information do so at their own risk. To the extent permitted by law, Petra Capital Pty
Ltd disclaims all liability or responsibility for any direct or indirect loss or damage (including consequential loss or damage) caused by any error or omission within this report, or by
persons relying on the contents of this report.

This report is published by Petra Capital Pty Ltd by way of general information or advice only. This report does not take into account specific investment needs or other considerations
that may be pertinent to individual investors. Before making any investment decisions based on this report, parties should consider, with or without an investor adviser, whether any
relevant part of this report is appropriate to their financial circumstances and investment objectives. Petra Capital Pty Ltd is a licensed institutional/wholesale stockbroking firm. The
report is only intended for institutional and sophisticated clients to whom Petra Capital Pty Ltd has issued the report. Petra Capital Pty Ltd is not licensed to advise retail investors —
retail investors should contact their own stockbroker or financial adviser/planner for advice.

Ratings

Information regarding the scope and expertise of our research services, processes for selection for coverage, and the management of conflicts of interest can be found on
Petra Capital’s website at http://www.petracapital.com.au/research-disclosures. Petra Capital uses the following ratings system and definitions: Buy - Forecast to re-rate
by more than 5% in 12 months; Hold - Forecast to perform up to 5% above or below the current market price in 12 months, or alternatively, where a share price exce eds
Petra Capital’s valuation but there is a belief that business growth opportunities or commodity price moves, may result in material valuation and share price upside within
12 months; Sell - Forecast to underperform by more than 5% in 12 months; Speculative Buy - Speculative Investment; Take Profits - Recommend taking short term profits
in a stock we remain fundamentally positive on a medium term view; Accept Offer - For a company under takeover where we see the offer as a fair price with low risk of a
competing offer; No Rating - No rating at this time.

US Investors

This material is intended for use in the US only by major US Institutional Investors, as that term is defined by the SEC Rule 15a-6. Transactions with US Institutional Investors and
major US Institutional Investors, as those terms are defined by SEC Rule 15a-6, are chaperoned by Global Alliance Securities, LLC, (“Global Alliance”), a SEC-registered broker-dealer
and FINRA member (web: www.globalalliancesecurities.com) in accordance with the agreement between Global Alliance and Petra Capital Pty Ltd. The information upon which this
material is based was obtained from sources believed to be reliable, but has not been independently verified. Therefore, its accuracy is not guaranteed. Additional and supporting
information is available upon request. This is not an offer or solicitation of an offer to buy or sell any security or to make any investment. Any opinion or estimate constitutes the
preparer’s best judgement as of the date of preparation and is subject to change without notice. Petra Capital Pty Ltd or Global Alliance and their associates or affiliates, and their
respective officers, directors and employees may buy or sell securities mentioned herein as agent or principal for their own account.

Other International
International investors are encouraged to contact their local regulatory authorities to determine whether restrictions apply in buying/selling this investment.
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