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Cargill Selected as Offtake Partner with US$75M 

Finance Facility 
Event 
Black Iron (TSX:BKI) has announced that Cargill has been selected as it’s offtake partner its 

Shymanivske iron ore project in Ukraine and will provide a US$75M finance facility towards 

construction of the project. 

 

Highlights 
Subject to completion of due diligence and successful conclusion of negotiations, the key 

terms of the proposal are: 

- Offtake 100% of the phase 1 production (4Mtpa) for an initial 10 years 

- BKI will receive 100% of the 65% Fe content benchmark price and will then share with 

Cargill the premium above that for its own 68% Fe pellet feed concentrate 

- Drawdown of the US$75m finance facility is conditional to certain conditions related to 

the project being fully permitted and financed. 

Black Iron and Cargill will now start work on definitive binding offtake and financing 

agreements which will reflect the proposal. 

 

Comment 

Cargill is a great fit for BKI. Globally, Cargill’s metals business trades over 50Mtpa of iron ore, is 

a strategic investor in a number of North American and European mining operations and has 

operated in Ukraine since 1991, primarily in agriculture. Cargill were attracted by the 

environmental benefits of BKI’s product as carbon emissions and sustainability are critical 

issues for the steel industry. China has been cutting steel production this year to reduce 

carbon emissions with the Ministry of Ecology and Environment cracking down on producers 

who failed to implement production curbs during periods of heavy pollution, especially in the 

major steelmaking city of Tangshan where steelmakers are having to cut emissions by 30-50%.  

 

The offtake agreement is unusual, as you would normally expect it to be at a discount to the 

benchmark price. Instead the agreement incorporates a profit share so shareholders will 

benefit from Cargill’s ability to leverage BKI’s premium product. This is because Shymanivske 

will produce a high-grade 68% Fe product, which puts it in top 4% for quality globally. 

Compared to using the benchmark 62% Fe fines, this will reduce CO2 emissions during steel 

production by over 30%. We believe Cargill will be able to leverage this to attract an even 

higher premium for BKI’s greener product above and beyond the grade premium. 

 

The finance facility, which ranks as junior debt allows BKI to raise US$75m towards 

construction. Combined with the US$100m royalty agreement and senior debt which is 

currently being negotiated, this will allow BKI to minimize the equity and shareholder dilution 

required to fully fund the project. 

Analyst 
Dr Mark Heyhoe 

mark@fox-davies.com 

 

Disclaimer 
This document has been issued by Fox-Davies Capital Limited and Fox-Davies Capital (DIFC) Limited (collectively "Fox-Davies Capital") in consideration 
of a fee payable by the Relevant Issuer for services that include the production and broad dissemination of a detailed report followed by regular 
update notes. This is a marketing communication. It has not been prepared in accordance with legal requirements designed to promote the 
independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Non-US 
research analysts who have prepared this report are not registered/qualified as research analysts with FINRA, may not be associated persons of the 
member organisation and may not be subject to NASD/NYSE restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. Disclosures can be found at the end of the document. 

Key Data 

Listing: TSX 
Ticker: BKI 
Shares Outstanding: 259,939,588 
Share Price: C$0.67 
Market Cap: C$174.16 
Cash Balance: US$1.7m 
Debt US$0.6m 
Warrants: 58,557,860 
Av exercise price: C$0.20 
Options: 14,617,500 
Av exercise price: C$0.1 
DSU 9,040,848 
Fully Diluted: 342,155,796 
Asset Location: Ukraine 
  
Price Chart 

 
 

Company Summary 
Black Iron is an iron ore development 
company, advancing its 100% owned 
Shymanivske in Kryviy Rih, Ukraine. 
Shymanivske is the lowest cost, 
highest return undeveloped pellet 
feed project in the world. 
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In our model we are using a long term consensus iron ore price of US$68.75/t to which BKI receive a premium due to the 

quality of the product. At this price the project NPV8% is US$2.8bn pre-tax and US$1.8bn post-tax. However, strong demand 

from China has pushed the benchmark iron ore price (62% Fines China) over US$200/t and is currently at US$204.35/t. If this 

remained the price for the life of the project, then the NPV8% would be US$10bn pre-tax and US$7.2bn post-tax. 

 

BKI are obviously keen to get the project into production as quickly as possible. The EIA and land transfers in Ukraine are 

currently progressing and the plan is now to update the feasibility study, negotiate the binding terms for the preferred EPC 

contractor (which will also invest ~US$65m into the project) and commence 3rd party due diligence for the senior debt, 

US$100m royalty investment and political risk insurance. With this in place, BKI will be in place to commence construction by 

the end of the year, with first production expected in 2024. 
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Research Disclaimers 

 

Dr Mark Heyhoe 

Dr Heyhoe has over 25 years' experience in mining and natural resources. After working initially as a resource geologist in 

West Africa and then consultant, he spent eight years in the London capital markets focused on mining. More recently 

before joining Fox-Davies, he has spent the past 5 years as the COO of a Brazilian mining company taking the company 

from grass roots exploration, through financing, development and into commercial production. Mark has a PhD in geology 

and geostatistics and is a Fellow of the Geological Society of London. 

Contact: mark@fox-davies.com 

 

 

 

Investment analyst certification 

All research is issued under the regulatory oversight of Fox-Davies Capital. Each Investment Analyst of Fox-Davies Capital 

whose name appears as the Author of this Investment Research hereby certifies that the recommendations and opinions 

expressed in the Investment Research accurately reflect the Investment Analyst’s personal, independent and objective views 

about any and all of the Designated Investments or Relevant Issuers discussed herein that are within such Investment 

Analyst’s coverage universe. 
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Research Disclaimers 

 

Research disclosure as of 25 March 2021 

 
Company Name (the Relevant Issuer) Disclosure 

Black Iron Inc 1, 2 

 

Investment Research Disclosure Legend: 

1. In the past 12 months, Fox-Davies Capital Limited or its affiliates have had corporate finance mandates or managed or co-managed 

an offering of the Relevant Issuer’s securities or received compensation for Corporate Finance services from the Relevant Issuer. 

2. Fox-Davies Capital Limited expects to receive or intends to seek compensation for Corporate Finance services from this company in 

the next six months. 

3. The Investment Analyst or a member of the Investment Analyst’s household has, or expects to receive, a long position in the shares 

or derivatives of the Relevant Issuer. 

4. The Investment Analyst or a member of the Investment Analyst’s household has a short position in the shares or derivatives of the 

Relevant Issuer. 

5. As of the month end immediately preceding the date of publication of this report, or the prior month end if publication is within 10 

days following a month end, Fox-Davies Capital Limited and / or its affiliates beneficially owned 1% or more of any class of common 

equity securities of the Relevant Issuer. 

6. A senior executive or director of Fox-Davies Capital Limited or a member of his or her household is an officer, director or advisor, 

board member of the Relevant Issuer and / or one of his subsidiaries. 

7. Fox-Davies Capital Limited acts as a corporate broker for the Relevant Issuer. 

 

The Investment Analyst who is responsible for the preparation of this Investment Research is a consultant to Fox-Davies Capital, a securities 

broker-dealer. 

The Investment Analyst who is responsible for the preparation of this Investment Research has received (or will receive) compensation 

linked to fees generated by Fox-Davies Capital from the Relevant Issuer. 

 

This report has been commissioned by the Relevant Issuer and prepared and issued by Fox-Davies Capital Ltd, in consideration of a fee 

payable by the Relevant Issuer. 
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Disclaimer - Important Information  

 

This document is not independent and should not be relied on as an impartial or objective assessment of its subject matter.  Given the 

foregoing, this document is deemed to be a marketing communication for the purpose of the European Markets in Financial Instruments 

Directive (MiFID), the Financial Conduct Authority’s Rules and Dubai Financial Services Authority’s Conduct of Business Rules and as such 

has not been prepared in accordance with legal requirements designed to promote the independence of investment research and Fox-

Davies Capital is not subject to any prohibition on dealing ahead of dissemination of this document as it would be if it were independent 

investment research. 

This document has been issued by Fox-Davies Capital Limited and Fox-Davies Capital (DIFC) Limited (collectively "Fox-Davies Capital") in 

consideration of a fee payable by the Relevant Issuer for services that include the production and broad dissemination of a detailed 

report followed by regular update notes.  Sponsored research is considered by Fox-Davies to qualify as an acceptable minor non-monetary 

benefit according to the EU MiFID II Directive. 

This document should not be construed in any circumstances as an offer to sell or solicitation of any offer to buy any security or other 

financial instrument, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating 

to such action. This document is not based upon detailed analysis by Fox-Davies Capital of any market; issuer or security named herein and 

does not constitute a formal research recommendation, either expressly or otherwise.  This document has no regard for the specific 

investment objectives, financial situation or needs of any specific entity. Fox-Davies Capital and/or connected persons may, from time to 

time, have positions in, make a market in and/or effect transactions in any investment or related investment mentioned herein and may 

provide financial services to the issuers of such investments. The information contained herein is based on materials and sources that we 

believe to be reliable, however, Fox-Davies Capital makes no representation or warranty, either express or implied, in relation to the 

accuracy, completeness or reliability of the information contained herein. Opinions expressed are our current opinions as of the date 

appearing on this material only. Any opinions expressed are subject to change without notice and Fox-Davies Capital is under no obligation 

to update the information contained herein. None of Fox-Davies Capital, its affiliates or employees shall have any liability whatsoever for 

any indirect or consequential loss or damage arising from any use of this document. 

This report has been approved in the UK by Fox-Davies Capital Limited solely for the purposes of section 21 of the Financial Services and 

Markets Act 2000.  In the UK, this report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons who 

have professional experience in matters relating to investments) or Article 49(2) (a) to (d) (high net worth companies, unincorporated 

associations, etc.) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (as amended) or (ii) are professional 

clients or eligible counterparties of Fox-Davies Capital (all such persons together being referred to as “relevant persons”).  This report must 

not be acted on or relied up on by persons in the UK who are not relevant persons.  In accordance with the Dubai Financial Services 

Authority’s Conduct of Business Rules, this marketing material is intended only for professional clients and market counterparties, and no 

other person should act upon it 

Neither the information nor the opinions expressed herein constitutes, or is to be construed as, an offer or invitation or other solicitation 

or recommendation to buy or sell investments. 

Neither this report nor any copy of part thereof may be distributed in any other jurisdictions where its distribution may be restricted by law 

and persons into whose possession this report comes should inform themselves about, and observe any such restrictions.  Distribution of 

this report in any such other jurisdictions may constitute a violation of UK or US securities law, or the law of any such other jurisdictions. 

Investments in general involve some degree of risk, including the risk of capital loss. The value of investments contained herein may go up 

or down. Where investment is made in currencies other than the base currency of the investment, movements in exchange rates will have 

an effect on the value, either favourable or unfavourable. Securities issued in emerging markets are typically subject to greater volatility 

and risk of loss.  The services, securities and investments discussed in this document may not be available to nor suitable for all investors. 

Investors should make their own investment decisions based upon their own financial objectives and financial resources and, if in any 

doubt, should seek advice from an investment advisor. Past performance is not necessarily a guide to future performance and an investor 
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may not get back the amount originally invested. Where investment is made in currencies other than the investor’s base currency, 

movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change. 

When we comment on AIM or OFEX shares you should be aware that because the rules for those markets are less demanding than the 

Official List of London Stock Exchange plc, the risks are higher. Furthermore, the marketability of these shares is often restricted. 

Fox-Davies Capital and/or its associated companies may from time-to-time provide investment advice or other services to, or solicit such 

business from, any of the companies referred to in this document. Accordingly, information may be available to Fox-Davies that is not 

reflected in this material and Fox-Davies Capital may have acted upon or used the information prior to or immediately following its 

publication. In addition, Fox-Davies Capital, the directors and employees thereof and/or any connected persons may have an interest in the 

securities, warrants, futures, options, derivatives or other financial instrument of any of the companies referred to in this document and 

may from time-to-time add or dispose of such interests. Neither the whole nor any part of this material may be duplicated in any form or 

by any means. Neither should any of this material be redistributed or disclosed to anyone without the prior consent of Fox-Davies Capital. 

Fox-Davies Capital Limited is authorised and regulated by the Financial Services Authority and is a member of the London Stock Exchange.  

Fox-Davies Capital (DIFC) Limited is authorised and regulated by the Dubai Financial Services Authority. 

Fox-Davies Capital Limited may distribute research in reliance on rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that 

are major US Institutional investors, however, transactions in any securities must be effected through a US registered broker-dealer.  Any 

failure to comply with this restriction may constitute a violation of the relevant country’s laws for which Fox-Davies Capital does not accept 

any responsibility.  By accepting this document you agree that you have read the above disclaimer and to be bound by the foregoing 

limitations/restrictions. 

Please note that unless otherwise stated, the share price used in this publication is taken at the close of business for the previous day.  This 

document has been prepared on the basis of economic data, trading patterns, actual market news and events, and is only valid on the date 

of publication. Fox-Davies Capital does not make any guarantee, representation or warranty, (either expressly or implied), as to the factual 

accuracy, completeness, or sufficiency of information contained herein. This document has been prepared by the author based upon 

information sources believed to be reliable and prepared in good faith. 

This note is confidential and is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, 

directly or indirectly, to any other person or published in whole or in part, for any purpose. 
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