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SHEFFIELD RESOURCES LTD (SFX AU, $0.50. Market cap A$173m)
SFX trading at >70% discount to NPVs at FID

Investment view:

SFX is a remarkably inexpensive exposure to the attractive mineral sands sector. Thunderbird is without doubt
a Tier 1 project, with relatively low costs (R/C of 2.5), world scale and expandable production levels and a
minimum 30-40 year minimum mine life. Our project NPVg of AS1.48bn (vs SFX’s revised estimate of 51.4bn)
translates to a fully funded valuation of 52.25/share. SFX is trading on an EV/EBITDA of 1.5x (24/25) and 1.3x
(25/26) based on its 50% share of project economics. SFX is inexpensive on all metrics. Importantly, gearing
(at the project level) we estimate as modest with the lowest forecast EBIT/interest of around 4.4x (2025e).

We believe SFX’s Thunderbird will begin delivering zircon into what will continue to be an undersupplied market
for several years. Zircon has been the victim of a lack of exploration success and lack of capital investment by
the major suppliers over recent decades (in particular Richards Bay Minerals, lluka, Tronox). New supply has
been driven by the juniors, such as Image, Base and Kenmare and from Strandline’s soon-to-be commissioned
Coburn project. In all, this bodes well for zircon pricing in the medium term.

Yansteel’s 5130m equity injection in late 2020 allowed construction of the project to commence. Somewhat
unusually, at FID the project is now 45% complete, with commissioning to start in under 12 months. It really
doesn’t get any better than this for investors.

Final Investment decision for Thunderbird
The ducks are now all in a line, and debt drawdown can begin for SFX’s 50%-owned world class Thunderbird
mineral sands project.

Little has changed for the financial metrics. Pre-production capex is up around 5% from the BFS estimate but
total funding requirement ($484m) remains unchanged. Importantly SFX has been more than able to fund its
share of an equity gap of $36m.

The project is now 45% complete with commissioning scheduled to start in August 2023, just 10-11 months
away. First sales are scheduled for early 2024.

1 Sacura NAIF and Orion Debt Facilities Document and CP's :

Pre FID Construction Construction

Commission

Production

MIFID 1l compliance statement: Bridge Street Capital Partners are Corporate Advisors to this company and receive fees
from this company for services provided. See disclaimer/disclosure below for more detail
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Summary

Comparing BFS and FID economics below, pre-production capex is up slightly (which is hardly surprising
in the current inflationary environment in WA). Importantly, there are no changes to the funding
requirement, as we discuss below.

The revenue to cost ratio (or R/C which represents the operating margin) has improved slightly, with
2.5x now likely to be in the top half of the mineral sands margin curve. This has been driven by slightly
higher underlying long term TZMI-derived zircon price estimates (recently revised at US$1607/t, now
in line with our own estimates).

This has bumped up SFX’s NPVs by 8.5% to AS1.4bn.

Note that SFX are using 75c for its long term FX assumptions, which in our judgement is
conservative. (We use 70c).

The IRR has dropped slightly driven by the slightly higher capex but is still very attractive at 26.6% (post
tax), and employing a long term zircon price around 30% lower than current spot.

™
n  ROBUST STAGE 1 & 2 ECONOMICS

EE

NPVg post-tax A$1.28B A$139B

IRR post-tax 27.5% 26.6%

Revenue to Cost Ratio (first 10 yrs) 24 25

Project Capital (Stage 1) A$361m A$379m $1,279M

Total Funding Requirement (Stage 1) A$484m A%$484m

Process rate (Stage 1 tonnes p/hour) 1,085 1,085
Production (kt pa all products) 1,365 1,365
Mine Life 36 years 36 years
LT Average FX (A$/US$)? 0.75 0.75

Long Term Zircon Price - FOB (TZMI)® US$1.516 US$1.607

NPV - BFS NPV -FID

Reference:

1. ASX Announcement: WM S Bankable Frasbilty Study Presentation’24 March 2022
2. 2022 FiD assumes 0.71:1.00 AUD USD for 2023, increasing fo 0.75.1.00by 2025

i 2022 8F5real 2020, 2022 FID real 2021

Major contracts have now been awarded by management company Kimberley Mineral sands (KMS).
These include:
o EPCto GR Engineering.

o Mining services to mineral sand specialists Piacentini.
o Gas supply to Woodside.
o Power supply with Pacific Energy.
o A port access agreement with the Shire of Derby.
o Offtake agreements coving around 80% of forecast production of zircon (in a non-magnetic
concentrate) for the first 5 years and 100% of the TiO, concentrate (to Yansteel).
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Sources and uses of funds

As highlighted in a recent presentation Thunderbird is now fully funded, and in line with what SFX said

back in March. There have been minor changes:

e Process plant: capex up to $185m against BFS estimates $171m in March.
e Other capex up slightly.
[ )

Financing costs have offset this, now $43m vs $62m at March.

Note there is a fairly healthy contingency and cost overrun (564m combined). Recent discussions with
the company suggest that only part of the contingency is likely to be employed, and, save events from

left field, the overrun facility should remain untouched.

STAGE 1 FUNDING IN PLACE

Stage 1 capexof A$379m with total funding requirement of A$484m12

+ >75% of Stage 1 capex (before contingency) is fixed price or already spent as at 30 June 2022

+ Total funding requirement includes $40m cost overrun facility in addition to $36m of project contingency
+ NAIF and Orion facilities completed and available for drawdown

* A$34m of equity contributed by Sheffield - fully funded from existing SFX cash of A$40m

Cost

ST LG enie Capital A$m _ Comments
Processing 185  Fixed price EPC contract NAIF 160  Includes $40m cost overrun facility
Other Capex 170 Orion 155 (US$110m @ 071 AUD/USD FX}
Stags 356 $298m is fixed price or spent by 31 August
Contingency 24 Contingency at 31 August
Stage 1l Capex+ Contingency 379 Loan Facilities 315
apital 22 Startup & commissioning N hssets 111 I:‘ \:In:\ nand + incurred construction
43  Interest d VE construction. fees & costs expen
Cost Overrun Facility 40 Equity Proceeds 68 Sheffield share = $34m
Total Other Requirements 105 Total Equity 169
Total Uses? 484 Total Funding® 484
BSCP valuation

As presented in our earlier report our valuation is now $2.25/share, assisted by a change in our FX
assumptions (AUDUSD now 0.70, previously 0.75) offset by our estimate of increasing operating costs (+10%,
largely driven by fuel and labour costs in WA) and a minor adjustment to capex assumptions. Our zircon price

assumption remains unchanged at US$1,600/t (FOB).

Sum-of-the-Parts  A$m  Equity Risk A$m A$/sharel
Thunderbird 1,484  50% 100% 742 2.10
Exploration 74 50% 100% 37 0.10
Corporate Costs (18) 100% 100%  (18) (0.05)
Net Cash (Debt) 40 100% 100% 40 0.11
Total 1,581 802 2.25
WACC 8.0%
FPO Shares 347
Options 2
Performance Rights 5
Fully Diluted SOI 354

SFX remains a deeply undervalued company, despite the fact that it is now positioned to emerge as one of

the preeminent suppliers of zircon to global markets.
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FINANCIAL SUMMARY Sheffield Resources Limited (SFX.AX)
Share Price ASish 0.50 Target Price 225
Shares on Issue m 354 Upside / (Downside) 350%
Market Cap (ASm) A$m 177 Dividend Yield 0%
Net Debt / (Cash) (ASm) ASm (40) Total Return Forecast 350%
Enterprise Value (ASm) A$m 137
Profit & Loss Units Jun-24e Jun-25e¢ Jun-26e Jun-27e Jun-28e Per Share Data Jun-24e Jun-25e Jun-26e Jun-27e Jun-28e
Sales and Other Income ASm 50 174 192 184 238 Shares Out (m) 354 354 354 354 354
Expenses ASm (40) (97) (104) (104)  (126) EPS (¢) (3.5¢) 8.4¢  11.8¢ 9.7¢  154¢
EBITDA ASm 10 77 88 80 112 Dividend (¢) - - - - -
D&A ASm (12) (22) (18) (18) (22) Payout Ratio (%) 0% 0% 0% 0% 0%
EBIT ASm (2) 55 70 62 90 Book Value (A$/share) 0.64 0.72 0.84 0.94 1.08
Interest ASm (11) (12) (10) (13) (12) Operating Cash Flow (A$/share  (0.01)  0.13 0.17 0.16 0.19
Tax ASm - (13) (18) (15) (23) Free Cash Flow (A$/share) (0.18)  0.10 012  (0.05)  0.08
NPAT ASm (13) 30 42 34 54 EBITDA (A$/share) 0.03 0.22 0.25 0.23 0.32
Cashflow Units Jun-24e Jun-25e¢ Jun-26e Jun-27e Jun-28e Valuation Metrics Jun-24e Jun-25e Jun-26e Jun-27e Jun-28e
Cash From Operations ASm 10 77 88 80 112 P/E (x) (14.1)x 6.0x 4.2x 5.1x 3.3x
Interest ASM (11) (12) (10) (13) (12) Dividend Yield (%) 0.0% 00% 0.0% 00% 0.0%
Tax ASm - (13) (18) (15) (23) EV/ Sales 2.7x 0.8x 0.7x 0.7x 0.6x
Working Capital ASm (3) (6) (2) 3 (8) EV / EBITDA 13.1x 1.8x 1.5x 1.7x 1.2x
Net Cash From Operations A$m (3) 45 59 56 68 EV/EBIT (68.6)x 2.5x 2.0x 2.2x 1.5x
Capex ASm (60) 9) 17) (73) (41) FCF Yield (%) -35.7% 20.7% 23.2% -10.1% 15.3%
Exploration A$m - - - - -
Acquisitions / Investments ASm - - - - - Operating Metrics (%) Jun-24e Jun-25e Jun-26e Jun-27e Jun-28e
Free Cash Flow ASm (63) 37 41 (18) 27 EBITDA Margin 21% 44% 46% 43% 47%
Borrowings (repaymnt of borrowings) A$m 69 (18) (35) 107 (41) EBIT Margin -4% 31% 36% 34% 38%
Equity ASm - - - Net Profit Margin -25% 17% 22% 19% 23%
Dividend ASm - - - - ROIC -1% 20% 26% 19% 26%
Net Increase / (Decrease) in Cash ASm 5 18 6 89 (14) Return on Assets -3% 7% 10% 6% 10%
Return on Equity -6% 12% 14% 10% 14%
Balance Sheet Units Jun-24e Jun-25e¢ Jun-26e Jun-27e Jun-28e Effective Tax Rate 0% 30% 30% 30% 30%
Cash ASM 96 114 120 209 195
Receivables A$m 4 14 15 15 19 Key Assumptions Jun-24e Jun-25e Jun-26e Jun-27e Jun-28e
Inventory ASm 3 9 10 9 12 Non-mag Concentrate (US$/t) 852 887 828 759 739
PP&E ASM 157 144 143 198 217 Mag Con (US$/t) 119 137 133 131 111
Other ASm 116 116 116 116 116 NM Finisher mag (US$/t) 115 117 113 109 104
Assets ASM 376 397 404 548 560 AUDUSD 0.70 0.70 0.70 0.70 0.70
Creditors ASm 4 14 15 15 19
Borrowings A$m 145 127 92 199 158 Production Jun-24e Jun-25e Jun-26e Jun-27e Jun-28e
Other ASm 1 1 1 1 1 Mag Con (kt) 211 654 747 759 1,058
Liabilities ASm 150 142 108 214 178 Non-mag Concentrate (kf) 55 179 209 213 297
Net Assets ASm 226 255 296 333 382 Paramagnetic Concentrate (kt) 23 77 90 91 127
Liquidity & Leverage Units Jun-24e Jun-25e¢ Jun-26e Jun-27e Jun-28e Valuation A$m  Equity Risk A$m A$/share
Borrowings ASm 145 127 92 199 158 Thunderbird 1,467 50%  100% 734 2.07
Net Debt/ (Cash) ASM 49 13 (28) (10) (37) Exploration 73 50%  100% 37 0.10
Gearing: Net Debt/ (Net Debt + Equity) % 18% 5% -11% 3% 1% Corporate Costs (18)  100%  100% (18)  (0.05)
Net Debt/ EBITDA X 4.7x 02x  (0.3)x  (0.1)x  (0.3)x Net Cash (Debt) 40 100%  100% 40 0.11
EBIT Interest Cover x (0.2)x 4.4x 7.0x 4.9x 7.3x Total 1,563 793 2.25
WACC 8.0%
FPO Shares 347
Options 2
Performance Rights 5
Fully Diluted SOI 354

Note: Our SFX forecasts are based on a 50% equity share of KMS which owns 100% of the Thunderbird project.
The data displayed represents 50% of all components of the production, P&L, cashflow and balance sheet

(adding assets as at December 2021). Accounting standards will require SFX to equity account its interest in

KMS, which will therefore report dividend and interest income and overhead costs only. This standard

provides limited transparency and so we have decided to proceed with this more visible reporting method.
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Commodity outlook

In the following pages we repeat an overview of zircon markets from our last report. Very little has changed
in the 6 years since we started our coverage of SFX. In 2016 we classified the broader mineral sands industry
as mature and undercapitalised and with several of the major producers having done a pretty poor job of
aggregating a resource inventories.

Zircon prices have moved up steadily over the intervening period, in response to flat to declining production
levels at major operations. Premium zircon prices are now around US2300/t FOB (or a remarkable A$3500/t).

The major zircon producers continue to send out strong messages to end users: inventories are low and
grades are declining, so prices have been steadily lifting.

To us, this suggests that prices of mineral sand commodities zircon (together with ilmenite and rutile) will
remain stronger for longer to incentivise new production. Yet another positive for SFX and a good
environment in which to deliver new production.

In our initiation report on SFX, nearly 6 years ago, we said the following:

We read about other likely large sources of supply of feedstock and zircon, and with one exception, none stand
out as short to medium term sources of supply. These include:

WIM150 (Australian Zircon). Very large but low grade.

Toliara (WTR), a large medium grade deposit located in Madagascar controlled by a minnow. Hard to see
how a +5200m capex spend can be funded.

Strandline Resources in Tanzania, which might struggle to fund a project in East Africa.

Coburn (Strandline). Unlikely to be economic at current prices.

Moebase (Pathfinder). Assets appear to have been illegally acquired by Mozambique investors.
Fingerboards (Kalbar). A large zircon-dominant deposit located in Gippsland, Victoria. A high grade zone may
be developed to produce a zircon-rich concentrate for sale into Asia. This to us looks like it could generate
strong returns.

(Source: Pulse Markets report, 1 November 2016)

In the intervening period, only one of these projects, Coburn, has moved towards production. Now owned
and operated by Strandline, the impact of higher commodity prices has allowed funding of the project. STA
has wasted no time, and the wet plant is currently being commissioned. Others have stalled due largely due
to permitting issues.

The lack of new supply has left an emerging supply gap, which has largely been filled by swing production
from Indonesia and with the reprocessing of tailings from lluka’s Eneabba mine. This supply gap was an
important point stressed by Tronox (the world’s second largest producer of zircon) in its mid-year market
update.

Page | 5 Sheffield Resources Report
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Global Zircon Supply Demand Balance
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Source: Tronox Investor day, June 2022.

More recently lluka at its half yearly presentation (August 2022) focussed on the tightness of the zircon
market and commented on tightness in its major markets, including Europe, Brazil and Mexico. Chinese tile
production had been impacted by COVID restrictions. Not only are customer inventories low, ILU noted, but
so are those of the suppliers. This is illustrated in the following chart.

Short term

1. Low inventory through supply chain; 2. increased price of
substitutes; 3. lluka zircon price growth has been gradual

1. lluka finished goods zircon inventory (kt)

End of 2012 H12022

2. Calcined alumina pricing
lluka customer commentary and trade data indicates

calcined alumina pricing has increased ~25% since
July 2021

3. Quarterly zircon price (USS$/1)
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Source: ILU, August 2022
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The major suppliers have done an excellent job in ‘managing’ the price response, by flagging modest
future price increases to end users. This allowed the ceramics industries to in turn manage their
costs and allow them to pass through price increases to their customers. No one wants a repetition
of the very rapid and highly disruptive price increases seen in 2011, highlighted in the chart above.

In its recent quarterly, SFX states that mineral sand markets are buoyant but are of the view that
zircon demand is showing signs of demand softness, in part attributable to COVID lockdown in China
in the forthcoming quarters. However, the drop is not expected to be rapid as supply is tight and
inventories are low. Much of this is being felt from the swing producers in Indonesia where prices
for premium zircon achieved eye-watering levels (but for relatively small parcels).

International Zircon Sand Price Chart from Jan to Sep 2022
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In a recent presentation lluka also focussed on the longer term and confirms that supply remains
constrained by a lack of new projects, with a dramatic fall in its own production post 2023

(admittedly excluding new projects, few of which are committed).
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Longer term
Constrained supply drives zircon market outlook

2021 global zircon supply,
by operation (kt)
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*  Grade decline and jurisdictional risk at existing producers contribute to
constrained supply outlook

—  South African producers accounted for ~22% of global supply in 2021

*  Limited new projects with meaningful zircon supply

Source: ILU, August 2022

Beyond Strandline’s new Coburn project (around 60ktpa zircon) new supply will now come from the
Thunderbird project (around 150ktpa pure zircon basis, or around 8-10% of global supply). These
two projects are essential to fill the supply/demand gap.

Beyond these two projects there appears to be few new projects in the short to medium term. The
Murray Basin of Victoria should become the world’s next major source of zircon (together with
titanium dioxide feedstock and monazite) but permitting issues are certainly causing delays. The
next most likely project is WIM Resources’ Avonbank project (ca. 150ktpa) which may be in
production in 2025/26. Here the company is dealing with the final issues associated with the EES,
and it is not yet funded. Other significant projects in Victoria appear to have stalled due to
permitting or technical issues. Outside Australia, we see no change to the status of the massive Zulti
South project (despite its approval back in May 2020) and permitting issues are continuing for the
Toliara project in Madagascar.

In summary, we see a robust price environment for zircon into the ramp up of the Thunderbird
project into late 2023 and 2024.

As a reminder, zircon makes up over 60% of the mine’s revenue.
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Disclosures and disclaimers

Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663; Level
14, 234 George Street, Sydney NSW 2000
Bridge Street Capital Partners Pty Ltd is providing the financial service to you.

General Advice Warning

Please note that any advice given by Bridge Street Capital Partners Pty Ltd or its authorised representatives
(BSCP) is GENERAL advice, as the information or advice given does not take into account your particular
objectives, financial situation or needs. You should, before acting on the advice, consider the appropriateness of
the advice, having regard to your objectives, financial situation and needs. If our advice relates to the acquisition,
or possible acquisition, of a particular financial product you should read any relevant Prospectus, PDS or like
instrument.

Disclaimers

BSCP provides this financial advice as an honest and reasonable opinion held at a point in time about an
investment’s risk profile and merit and the information is provided by BSCP in good faith. The views of the
adviser(s) do not necessarily reflect the views of the AFS Licensee. BSCP has no obligation to update the opinion
unless BSCP is currently contracted to provide such an updated opinion. BSCP does not warrant the accuracy of
any information it sources from others. All statements as to future matters are not guaranteed to be accurate
and any statements as to past performance do not represent future performance. Assessment of risk can be
subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the investor.
Equity investments, made by less experienced investors, in listed or unlisted companies yet to achieve a profit or
with an equity value less than $50 million should collectively be a small component of a balanced portfolio, with
smaller individual investment sizes than otherwise. Investors are responsible for their own investment decisions,
unless a contract stipulates otherwise. BSCP does not stand behind the capital value or performance of any
investment. Subject to any terms implied by law and which cannot be excluded, BSCP shall not be liable for any
errors, omissions, defects or misrepresentations in the information (including by reasons of negligence, negligent
misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use
or rely on the information. If any law prohibits the exclusion of such liability, BSCP limits its liability to the re-
supply of the Information, provided that such limitation is permitted by law and is fair and reasonable.

Disclosures

Dr Chris Baker, an authorised representative of BSCP, certifies that the advice in this report reflects his honest
view of the company. He has 29 years investment experience in wholesale capital markets. He worked as a
mining analyst for brokers BZW and UBS for 11 years and has a further 16 years’ experience as a mining analyst
and portfolio manager with Colonial First State and Caledonia Investments. He now provides independent
financial advice on a part time basis. He may own securities in companies he recommends but will declare this
when providing advice. He currently owns shares in SFX. He is remunerated by BSCP but is not paid a specific fee
for providing this report. BSCP, its directors and consultants may own shares and options in SFX and may, from
time to time, buy and sell the securities of SFX.

BSCP has earned fees from capital raisings undertaken by SFX. BSCP are Corporate Advisors to the company and
receive fees from this company for services provided.

By downloading this report you acknowledge receipt of our Financial Services Guide, available on our web page
www.bridgestreetcapital.com.au.
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Appendix 1
US Disclaimer: This investment research is distributed in the United States by Bridge Street Capital Partners Pty

Ltd and in certain instances by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to major U.S.
institutional investors, as defined in Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as
amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission. This investment
research is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have
received a copy of this research and are not a major U.S. institutional investor, you are instructed not to read,
rely on or reproduce the contents hereof, and to destroy this research or return it to Bridge Street Capital
Partners Pty Ltd or to Enclave. The analyst(s) preparing this report are employees of Bridge Street Capital Partners
Pty Ltd who are resident outside the United States and are not associated persons or employees of any U.S.
registered broker-dealer. Therefore, the analyst(s) are not subject to Rule 2711 of the Financial Industry
Regulatory Authority (FINRA) or to Regulation AC adopted by the U.S. Securities and Exchange Commission (SEC)
which among other things, restrict communications with a subject company, public appearances and personal
trading in securities by a research analyst. Any major U.S. institutional investor wishing to effect transactions in
any securities referred to herein or options thereon should do so by contacting a representative of Enclave.

Enclave is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection
Corporation. Its address is 19 West 44th Street, Suite 1700, New York, NY 10036 and its telephone number is
646-454-8600. Bridge Street Capital Partners Pty Ltd is not affiliated with Enclave or any other U.S. registered
broker-dealer
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