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Jupiter Mines Ltd (JMS.ASX)

e  Completion of expansion concept study; PT change.

Investment Highlights:

e  Jupiter Mines Ltd (JMS) announced completion of its Tshipi expansion concept
study, which we estimate to be akin to scoping level. The key outcome was
that an expansion to 4.5Mtpa (from the current 3.0Mtpa) was deemed to be the
most favourable case in terms of short lead time, lower capex, less reliance on
road transportation, and regulatory expedience. Constraints to go beyond
4.5Mtpa included lack of water, logistics (e.g. rail capacity), and mining.

e  Capex for the expansion was estimated as ZAR1,025M ($104M, 100%), at +30%
level of confidence. This would include some optionality for potential future
expansion beyond 4.5Mtpa. Ramp up to the targeted 4.5Mtpa will take two
years post commissioning. The company will commence a feasibility study
shortly, which together with commercial process (e.g. approvals, FID) is
expected to take one year.

e  We believe an expansion would be a logical initiative for Tshipi. Its large JORC
Reserves means there is significant cash flow that currently is long-dated in its
30 year life-of-mine (LOM) based on JORC Reserves, and bringing this forward
by increasing the production rate is compelling. LOM would reduce to
approximately 20 years.

e  Given Tshipi e Ntle generates approximately ZAR2b p.a. in net free cash flow,
it could easily fund the expansion solely from internal cash flows. However
with its lazy balance sheet (nil borrowings), the JV could use debt to fully or
partially fund the expansion, if it wishes to maintain its attractive dividend
payout ratio.

e  We estimate that successful execution of a 4.5Mtpa expansion case would
increase JMS share valuation by $0.19 to $0.75, unrisked, based on the
estimated capex ZAR1b. We estimate payback for the expansion would be two
years.

e At along-term 37% fob price of US$3.53/dmtu, we estimate JMS’ attributable
EBITDA would increase to $184M at 4.5Mpta (vs $102M at 3Mtpa).

Earnings and Valuation:
e  We have made no changes to our earnings forecasts.

e  However we have increased our JMS share valuation to $0.60 from $0.56 by
attributing 25% of the incremental value from an expansion case (i.e.
discounting the value uplift of $0.19 by 75%). We will review our valuation once
further details or studies on any expansion case are released.

Recommendation:

e  We maintain our Buy recommendation and increase our 12-month price
target to $0.60 from $0.56 based on our 1.0x Price/risked NPV.

e  Catalysts for the share price include: Recovery in Mn prices; Cost reductions;
Results of expansion feasibility study; and corporate activity.
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Recommendation Buy

Previous Buy
Risk High
Previous $0.56
Share price (AS) $0.293

ASX code IMS
52 week low-high 0.23-0.43
JMS Valuation (A$/share) $ 0.60

Methodology risked NPV

Shares on Issue (M) 1,959
Market cap (ASM) 573
Net cash (debt) attributable (ASM) 93
EV (ASM) 480
Ave daily volume ('000) 5,658
Earnings Y/e Feb ASM FY19a FY20e FY2le FY22e

Sales adj*# 524 427 387 366
EBITDA adj.* 282 161 142 121
NPAT reported 142 104 91 76
NPAT adj* 188 104 91 76
EPS adj. $* 0.10 0.05 0.05 0.04
PE x 3.0 5.5 6.3 7.6
EV/EBITDA x 1.7 3.0 3.4 4.0
DPS S 0.075 0.056 0.039 0.032
Yield % 23% 17% 12% 10%

* Adj =underlying inlcuding attributable share of Tshipi
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Profit and Loss ASM 2019a 2020e 2021e 2022e Half year splits 1H 2H 1H 2H
Sales adj.* 524 427 387 366 FY19a FY19a FY20a FY20e
Other revenue 1 1 1 1 Mn 37% RSA, FOB, USS/dmtu 6.32 5.70 494 3.47
Operating Costs adj.* 243 266 246 246 Total Mn ore shipments Mt 1.9 1.6 1.7 1.6
EBITDA adj. 282 161 142 121
D&A adj. 13 14 14 16 Sales adj.* 273 238 231 184
EBIT adj. 268 147 128 105 EBITDA adj. 161 121 106 55
Net Interest exp / (income) adj. -2 -2 -2 -3 NPAT adj. 108 80 70 35
Profit before tax adj 269 149 130 108 All figures shown include JMS attributable share of Tshipi.
Tax exp / (benefit) adj 81 45 39 32 *CIF basis
NPAT adj. 188 104 91 76
Non-recurring gain/(loss) -46 -1 0 0 Financial Metrics 2019a 2020e 2021e 2022e
NPAT reported 142 104 91 76 EPS growth % 116% -45% -13% -17%
Gearing (ND/ND+E) -22% -16% -9% -10%
EPS diluted adj. ($) 0.10 0.05 0.05 0.04 Interest Cover (EBIT/net int) nm nm nm m
DPS ($) 0.075 0.056 0.038 0.032 Average ROE % 43% 25% 21% 17%
All figures shown include JMS attributable share of Tshipi. Average ROA % 48% 25% 23% 19%
*CIF basis
P/E x 3.0 5.5 6.3 7.6
Cashflow ASM 2019a 2020e 2021le 2022e EV/EBITDA x 1.7 3.0 3.4 4.0
EBITDA adj. 282 161 142 121 Dividend Yield % 26% 19% 13% 11%
Equity accounting -275 -156 -137 -116
Change in WC 7 3 0 2
Tax paid -5 -2 -2 -2 Segment ASM AS$/share
Net interest 0 1 1 1 Tshipi (49.9%) 889 $ 045
Other 8 30 0 0 Expansion case (discounted by 75%) 94 $ 0.05
Operating Cashflow 3 32 5 6 Marketing 59 $ 0.03
Iron Ore 47 $ 0.02
PPE 0 0 0 0 Corporate -17 -$ 0.01
Exploration -1 -1 -1 -1 Net cash - Tshipi attributable 49 $ 0.03
Investments 0 0 0 0 Net cash - JMS consolidated 44 $ 0.02
Investing Cashflow -1 -1 -1 -1 Equity 1,166 $ 0.60
Equity issue 0 0 0 0 Tshipi - Assumptions 2019a 2020e 2021e 2022e
Loan repayment 0 0 0 0 Mn 44% China, CIF, USS$/dmtu 7.16 5.68 5.25 497
Debt repayments/proceeds 0 0 0 0 Mn 37% RSA, FOB, US$/dmtu 6.01 4.20 3.76 3.57
Distributions received 151 83 64 67 JMS Mn realised, FOB, USS/dmtu 5.14 3.93 3.59 341
Share buyback -51 0 0 0 AS:USS 0.74 0.70 0.70 0.71
Dividends paid -98 -127 -93 -69 Rand:US$ 13.62 14.51 14.44 14.36
Financing Cashflow 2 -44 -28 -1
Mn ore production 3.45 3.36 3.30 3.30
Net Cashflow 4 -13 -24 4 Mn ore shipments Mt 3.51 3.35 3.30 3.30
Balance Sheet ASM 2019a 2020e 2021e 2022e Cash costs US$/dmtu HG, FOB 2.21 2.02 2.04 2.07
Cash 73 61 36 40
Receivables 8 42 42 40
PPE 0 0 0 0 Tshipi Ore Mt Mn grade %
Capitalised exploration 11 11 11 11 Total Reserves 94 36.5%
Investments 423 447 473 479 Measured 92 34.2%
Other 1 1 1 1 Indicated 112 33.7%
Total Assets 594 562 563 571 Inferred 227 32.5%
Total Resource 432 33.2%
Accounts payable 133 133 25 25
Provisions 0 0 21 20 Mt Ida & Mt Mason Ore Mt Fe grade %
Debt 0 0 0 0 Total Resource 1,852 36.8%
Other 51 51 82 84
Total Liabilities 184 184 127 129
Stichting Pensioenfonds ABP 14.8%
Reserves and capital 407 411 411 411 Hans J Mende 12.9%
Retained earnings 3 24 23 30 Fritz R Kundrun 12.3%
Total Equity 409 435 433 440 AMCI Euro Holdings BV 7.4%
POSCO Australia GP Pty Ltd 6.9%
Ordinary shares 1,959
Fully diluted equity 1,959 Source: Foster Stockbroking estimates.
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Foster Stockbroking recommendation ratings: Buy = return >10%; Hold = return between —10% and 10%; Sell = return <-10%. Speculative Buy = return >
50% for stock with very high risk. All other ratings are for stocks with low-to-high risk. Returns quoted are annual.

Disclaimer & Disclosure of Interests. Foster Stockbroking Pty Limited (Foster Stockbroking) has prepared this report by way of general information. This
document contains only general securities information or general financial product advice. The information contained in this report has been obtained
from sources that were accurate at the time of issue, including the company’s announcements and pathfinder prospectus which have been relied upon
for factual accuracy. The information has not been independently verified. Foster Stockbroking does not warrant the accuracy or reliability of the
information in this report. The report is current as of the date it has been published.

In preparing the report, Foster Stockbroking did not take into account the specific investment objectives, financial situation or particular needs of any
specific recipient. The report is published only for informational purposes and is not intended to be personal financial product advice. This report is not a
solicitation or an offer to buy or sell any financial product. Foster Stockbroking is not aware whether a recipient intends to rely on this report and is not
aware of how it will be used by the recipient. Before acting on this general financial product advice, you should consider the appropriateness of the advice
having regard to your personal situation, investment objectives or needs. Recipients should not regard the report as a substitute for the exercise of their
own judgment.

The views expressed in this report are those of the analyst named on the cover page. No part of the compensation of the analyst is directly related to
inclusion of specific recommendations or views in this report. The analyst receives compensation partly based on Foster Stockbroking revenues, including
any investment banking and proprietary trading revenues, as well as performance measures such as accuracy and efficacy of both recommendations and
research reports. Any views and opinions expressed in the report are those of the research analyst and have not been influenced by corporate advisory,
the issuing company, or its other advisers.

Foster Stockbroking believes that the information contained in this document is correct and that any estimates, opinions, conclusions or recommendations
are reasonably held or made at the time of its compilation in an honest and fair manner that is not compromised. However, no representation is made as
to the accuracy, completeness or reliability of any estimates, opinions, conclusions or recommendations (which may change without notice) or other
information contained in this report. To the maximum extent permitted by law, Foster Stockbroking disclaims all liability and responsibility for any direct
or indirect loss that may be suffered by any recipient through relying on anything contained in or omitted from this report. Foster Stockbroking is under
no obligation to update or keep current the information contained in this report and has no obligation to tell you when opinions or information in this
report change.

Foster Stockbroking seeks to do business with companies covered in research. As a result investors should be aware that the firm may have a conflict of
interest which it seeks manage and disclose by a number of measures.

Foster Stockbroking and its directors, officers and employees or clients may have or had interests in the financial products referred to in this report and
may make purchases or sales in those the financial products as principal or agent at any time and may affect transactions which may not be consistent
with the opinions, conclusions or recommendations set out in this report. Foster Stockbroking and its Associates may earn brokerage, fees or other benefits
from financial products referred to in this report. Furthermore, Foster Stockbroking may have or have had a relationship with or may provide or has
provided investment banking, capital markets and/or other financial services to the relevant issuer or holder of those financial products.

For an overview of the research criteria and methodology adopted by Foster Stockbroking; the spread of research ratings; and disclosure of the cessation
of particular stock coverage, refer to our website http://www.fostock.com.au.

Specific disclosure: The analyst owns 302,000 JMS shares at the time of this report. Diligent care has been taken care by the analyst to maintain honesty
and fairness in writing the report and making the recommendation.

Specific disclosures: As of close of business 7 January 2020, Foster Stockbroking and associated entities (excluding Cranport Pty Ltd) owned 8,841,354 JMS
shares. Cranport Pty Ltd owns 9,554,119 JMS shares. The position may change at any time and without notice. Foster Stockbroking and its employees
may from time to time own shares in JMS, and trade them in ways different from those discussed in research. Foster Stockbroking may also make a market
in securities of JMS, including buying and selling securities on behalf of clients.

Review disclosure: The report was authored by the analyst named on the front page of the report and was reviewed and checked by Matthew Chen,
Research Analyst.

Disclosure review. All the disclosures in the report have been reviewed and checked by Keith Quinn, Compliance Committee Member.
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