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Closing Price $0.79
Rating NA
Target ($/sh) NA
Return to Target NA
52 Week Low / High $0.59 / $3.00
CAPITALIZATION Basic Diluted
Shares Outstanding (M) 59.0 63.4
Market Capitalization (SMM) $46.6
Enterprise Value (SMM) $46.4
Cash and Equivalents (SMM) $0.3
Total Debt (SMM) $0.0
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MAJOR SHAREHOLDERS

Orion Resource Partners (40.7%), Investissement
Québec (40.7%), Ross Beaty and Lumina Group (4.2%),
Cree (Indigenous Group) (2.6%), Aurion Resources (2.3%),
Management and Board (1.1%)

DISCLOSURE CODE:
(Please refer to the disclosures listed on the back page)

Source: RCS, Company Information, Capital 1Q

Company Description

Strategic Resources is developing a vertically integrated
metals and materials manufacturing business, primarily
in Quebec. The 100%-owned BlackRock deposit near
Chibougamau in Quebec hosts 429Mt in M&I+| resources
containing 1.9Mt V205, 167.7Mt Fe203 and 32.5Mt TiO2.
A metallurgical facility is proposed to be located ~380km
to the south in Port Saguenay, a Federal deep-sea port
and industrial park with access to the St. Lawrence
Seaway and connected by existing railway. A PEA for the
Mustavaara vanadium and titanium bearing magnetite
project in Finland outlined a 20 year mining operation
with a €190M after-tax NPV8%.

Impact: Positive

Strategic Resources reported results of its PFS Class 5-level study of the
production of Direct Reduced (DR) -grade iron ore pellets, initially using
third-party iron ore concentrate feed, at its proposed plant at the Port of
Saguenay, Quebec (Figure 1). The study estimated a US$957M post-tax
NPVsgs, 25% post-tax IRR and US$173M run-rate annual EBITDA assuming
US$470M initial capex, 25-month construction period following a Final
Investment Decision (FID) and a 50-year operation (Tables 1,2 and 3). In our
opinion, this is a positive study for Strategic Resources, as it
demonstrates robust economics for a manageable first-phase project.
Based on the company’s current long-term plans, a second stage would
continue upstream, with value-add iron production, with the final third
phase consisting of construction of a mine near Chibougamau to
provide feed to the plants (Figure 2).

e Study covers first of the three-stage business plan. A Nov/22 FS had
investigated an integrated mine-pellet-pig iron production project. The
current plan is to split this into three phases, beginning with the phase
one pellet production using third-party feed. Phase two would involve
building a direct reduction unit to convert pellets into metallic iron,
either as Direct Reduced Iron or Hot Briquetted Iron. The final stage
would involve the development of the BlackRock mine, near
Chibougamau, which hosts 168Mt of Fe,Oz in M&I+| resources (Table 4)
and addition of high-purity pig iron and Ti and V slag as products.

e ~US$16/t pellet conversion cost. The estimated average total cash cost,
including cost of buying iron concentrates, is US$156/t. Capex would
include US$294M for installation of a 4 Mtpa pellet plant and US$119M
for feed and final product storage, construction and installation.

e Sensitive to assumed pellet premium. The study assumes a base-case
premium of US$70/t for DR-grade pellets, driven by demand for higher-
purity iron ore products for use in electric arc furnaces, which have lower
greenhouse gas emissions than conventional blast furnaces. Economics
are sensitive to this premium, but even with a 30% lower premium
(US$49/t) the project would have a positive post-tax IRR of 14%.

e Project to enjoy gov't support. The provincial and federal governments
are currently building a C$11TM multi-use conveyor system at the Port of
Saguenay, which the project would utilize. Significantly, Investissement
Québec is also a 41% SR shareholder. Strategic already has a long-term
lease at the Port. The existing environmental authorization within the
permit for the metallurgical facility will require amendment and is
expected to take six months. As well, SR has an Impact Benefit
Agreement with the Cree First Nation, which is also an SR shareholder.

¢ Next steps being considered, including process testwork, engineering
development, site geotechnical and environmental work, details on
contract strategy, work on project financing and securing feed,
finalizing pelletizer plant contract and agreements on services with port
and utility authorities, and leasing additional storage land.

We do not rate this stock. Continued advancement of the Saguenay pellet
plant should drive the price. Upcoming catalysts: 1) Environmental
authorization amendment (H2/24), and 2) Pellet plant FID and construction.
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Table 1: Study Assumptions

Key Assumption Summary Units

Average annual production Million dmt 4
Market Assumptions

Iron Ore CFR China 62% Us$/dmt $100
DR Grade Premium (65%-62%) US$/dmt $35
1% Fe Differential USs$/dmt $2
Direct Reduction Pellet Premium USs$/dmt $70
Freight Canada - Europe US$/dmt $24
Freight Canada Port to Port of Saguenay US$/dmt $8
USD:CAD Exchange Rate Ratio 1.36
Capital Cost

Construction Period Months 25
CAPEX US$M $470
Operating Cost Per Tonne Sold

Total Pellet Conversion Cost USS$/dmt $16
Total Cash Cost (includes iron concentrate purchase) us$/dmt $156

Source: Company Reports

Table 2: Study Economic Results

-30% -15% Base 15% 30%

Assumed DR Pellet Premium (US$/t) 49 595 70 805 o1
Annual Run Rate EBITDA Per Year (US$M) 93 133 173 212 252
After-tax Net Present Value (8%) (US$M) 331 645 957 1269 1580
After-tax IRR (%) 14% 20% 25% 29% 34%

Source: Company Reports

Table 3: Economic Analysis Sensitivity to Operating and Capital Costs

-30% -15% Base 15% 30%
Capital Cost Sensitivity
After-tax NPV (8%) 1,072 1,014 957 899 842
IRR (%) 33% 28% 25%  22%  20%

Operating Cost Sensitivity

Annual Run Rate EBITDA (US$M) 193 183 173 163 153
After-tax NPV (8%) 116 1,036 957 877 798
IRR (%) 27% 26% 25%  23% @ 22%

Source: Company Reports

Table 4: BlackRock project MRE

In Situ Grade (%) In Situ Contained (Mt)

Category Tonnes (Mt) V205 Fe;O: TiO2 V205 Fe;0:  TiO:
Measured 287.2 0.45 39 7.5 1.3 112.0 215
Indicated 68.3 0.44 39 7.6 0.3 26.6 52
Total M&l 355.5 0.44 39 7.5 1.6 138.6 26.7
Inferred 73.3 0.44  39.7 7.9 0.3 291 5.8
Total 428.8 0.44 391 7.6 1.9 167.7 325

Source: Company Reports
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Figure 1: Map showing Strategic’s project locations
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Figure 2: Three-phase business plan to advance to premium products
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Figure 3: Sensitivity of NPVg, to various factors, demonstrating
leverage to DR pellet premium
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Disclosure Statement
Updated March 12, 2024

Recommendation / Target Change Red Cloud Securities has this percentage of its
universe assigned as the following:
Date Rating Target Status %
BUY 71%
BUY (S) 25%
HOLD 0%
TENDER 0%
NA 4%
UNDER REVIEW 0%

Disclosure Requirement

Red Cloud Securities Inc. is registered as an Investment Dealer and is a member of the
Investment Industry Organization of Canada (IIROC). Part of Red Cloud Securities Inc.'s
business is to connect mining companies with suitable investors. Red Cloud Securities Inc,,
its affiliates and their respective officers, directors, representatives, researchers and
members of their families may hold positions in the companies mentioned in this document
and may buy and/or sell their securities. Additionally, Red Cloud Securities Inc. may have
provided in the past, and may provide in the future, certain advisory or corporate finance
services and receive financial and other incentives from issuers as consideration for the
provision of such services.

Red Cloud Securities Inc. has prepared this document for general information purposes only.
This document should not be considered a solicitation to purchase or sell securities or a
recommendation to buy or sell securities. The information provided has been derived from
sources believed to be accurate but cannot be guaranteed. This document does not take
into account the particular investment objectives, financial situations, or needs of individual
recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues,
etc.) which may exist for certain persons. Recipients should rely on their own investigations
and take their own professional advice before investment. Red Cloud Securities Inc. will not
treat recipients of this document as clients by virtue of having viewed this document.

Red Cloud Securities Inc. takes no responsibility for any errors or omissions contained herein,
and accepts no legal responsibility for any errors or omissions contained herein, and accepts
no legal responsibility from any losses resulting from investment decisions based on the
content of this report.

Company Specific Disclosure Details
Company Name
Strategic Resources Inc.

Ticker Symbol | Disclosures
TSXV:SR

1 The analyst has visited the head/principal office of the issuer or has viewed its material
operations.

2. Theissuer paid for or reimbursed the analyst for a portion, or all of the travel expense
associated with a visit.

3. Inthe last 12 months preceding the date of issuance of the research report or
recommendation, Red Cloud Securities Inc. has performed investment banking
services for the issuer.

4. Inthe last 12 months, a partner, director or officer of Red Cloud Securities Inc., or an
analyst involved in the preparation of the research report has provided services other
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than in the normal course investment advisory or trade execution services to the
issuer for remuneration.

5. Ananalyst who prepared or participated in the preparation of this research report has
an ownership position (long or short) in, or discretion or control over an account
holding, the issuer's securities, directly or indirectly.

6. Red Cloud Securities Inc. and its affiliates collectively beneficially own 1% or more of a
class of the issuer's equity securities.

7. A partner, director, officer, employee or agent of Red Cloud Securities Inc., serves as a
partner, director, officer or employee of (or in an equivalent advisory capacity to) the
issuer.

8. Red Cloud Secuirities Inc. is a market maker in the equity of the issuer.

9.  There are material conflicts of interest with Red Cloud Securities Inc. or the analyst
who prepared or participated in the preparation of the research report, and the issuer.

Analysts are compensated through a combined base salary and bonus payout system. The
bonus payout is determined by revenues generated from various departments including
Investment Banking, based on a system that includes the following criteria: reports
generated, timeliness, performance of recommendations, knowledge of industry, quality of
research and client feedback. Analysts are not directly compensated for specific Investment
Banking transactions.

Recommendation Terminology

Red Cloud Securities Inc. recommendation terminology is as follows:

. BUY - expected to outperform its peer group

. HOLD - expected to perform with its peer group

e  SELL - expected to underperform its peer group

e Tender —clients are advised to tender their shares to a takeover bid

. Not Rated or NA - currently restricted from publishing, or we do not yet have a rating

. Under Review — our rating and target are under review pending, prior estimates and
rating should be disregarded.

Companies with BUY, HOLD or SELL recommendations may not have target prices
associated with a recommendation. Recommendations without a target price are more
speculative in nature and may be followed by “(S)" or “(Speculative)” to reflect the higher
degree of risk associated with the company. Additionally, our target prices are set based on
a 12-month investment horizon.

Dissemination

Red Cloud Securities Inc. distributes its research products simultaneously, via email, to its
authorized client base. All research is then available on www.redcloudsecurities.com via
login and password.

Analyst Certification

Any Red Cloud Securities Inc. research analyst named on this report hereby certifies that
the recommendations and/or opinions expressed herein accurately reflect such research
analyst's personal views about the companies and securities that are the subject of this
report. In addition, no part of any research analyst's compensation is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by such research
analyst in this report.
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