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ting at its Angel Island Mine Project.
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LCE continues to make progress with key strategic and operational initiatives
discussed in our previous report, with key updates including:

SUCCESSFUL PRODUCTION OF BATTERY-GRADE LITHIUM CARBONATE

Century Lithium announced that it has successfully produced battery-grade lithium carbonate (Li2Co3) at
its Angel Island pilot plant. The produced lithium carbonate indicated purity as high as 99.5%, which is typ-
ically considered as battery grade. Importantly, LCE has now achieved an end-to-end capability to convert
lithium claystone to battery-grade lithium carbonate at its pilot plant. Management is presently concen-
trating on the optimization of processes to decrease the projected capital and operating expenditures of
the project while also facilitating advancements in environmental studies, securing necessary permits, and
obtaining project financing.

Regarding environmental permitting, Century Lithium seems to be making good progress. The Company
has created a preliminary hydrologic model and an operational plan while also pursuing agreements for
water sources closer to the project site to mitigate logistical difficulties. The company is diligently search-
ing for strategic partners and end-users for their lithium carbonate, in addition to potential customers for
the sodium hydroxide by-product, which may help offset production expenses. Applications for govern-
ment funding are currently being processed to facilitate further development.

We believe the Angel Island project positions LCE as a key player in the security domestic supply of bat-
tery-grade lithium carbonate, a key commodity for the growing electric vehicle and battery storage mar-
ket. However, the low lithium prices remain a substantial challenge in achieving profitability at its Angel
Island Mine project. At the current level of lithium prices, we believe the project economics is unviable,
and as such, we recommend that investors avoid the stock unless there is an improvement in lithium
carbonate pricing.

LCE ACHIEVES MILESTONE WITH BATTERY-GRADE LITHIUM
CARBONATE PRODUCTION

Century Lithium produced a battery-grade (99.5%) lithium carbonate (LI2CO3) at its Angel Island Pilot
plant, demonstrating the commercial viability of the project. With this, Angel Island is now among the few
projects in the U.S. with the ability to provide end-to-end processes for Li2Co3 production. We are encour-
aged to see the availability of Li2CO3 samples that have been produced on-site for evaluation by potential
partners and end-users. This is a significant milestone for the project and positions LCE as a key player in
the security of the domestic supply of battery-grade lithium carbonate.

The pilot plant utilizes the Company’s patent-pending process for chloride leaching combined with DLE. As
shown in the figure below, results from the second batch included two 40-liter volumes of concentrated
lithium solution from the DLE area, which were treated at the pilot plant. The treatment process involved
precipitation using sodium carbonate, followed by the washing and drying the 4 kilograms of lithium car-
bonate generated from each volume. Subsequent to resolving a mechanical issue, the assay results for the
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two volumes from the second batch indicate an enhancement in the purity of lithium carbonate, reaching
99.5%. Notably, the first batch, which was processed in September 2024, produced Li2CO3 with a maxi-
mum purity of 99.2%. The improvement in the second batch suggests that the impurities of concern, spe-
cifically sodium and calcium, have been effectively reduced.

Table 1: Lithium carbonate assay results (second batch) from pilot plant

Sample ID Li2COs Total non-Li Sodium Calcium
[%] [ppm] [ppm] [ppm]

Batch 2 #1 99.5 4,721 965 2,300

Batch 2 #2 99.5 4,778 566 2,200

Analvses were concuctec ov thirc oar aboratories usine mudelement ice on doth solos and liquids. Lithium
carbonate purity was determined by subtracting the sum of impurities from 100% of the sample.
Source: Company filings

Going forward, the Company continues to work on optimizing the process at the pilot plant to drive reduc-
tions in the Project’s estimated capital and operating costs, thereby improving the economics. The sale of
sodium hydroxide by-products produced during the process could help offset the project’s operating costs.
Furthermore, significant steps are already taken to advance the project through environmental studies and
permitting. This includes completing a preliminary hydrologic model and an operational plan while also
pursuing agreements for water sources closer to the project site to mitigate the logistical difficulties of ac-
cessing water. The Company has enlisted consultants to manage the preparation of essential state permits,
with a strong focus on water pollution control and air quality management.

Further, the Company is seeking government funding through the U.S. Department of Energy and the U.S.
Department of Defence to facilitate further development of the project. The efforts are underway to rope
in strategic partners and end-users of Li2CO3, which will significantly de-risk the project. Angel Island
is now one of the few projects in the U.S. to provide an end-to-end process to produce battery-grade
lithium carbonate.
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FINANCIALS OVERVIEW

At the end of June 30, 2024, the company had cash of $10.28 million and working capital of $9.47 million.
The company’s current ratio of 10.40x implies the ability of current assets to sufficiently cover current lia-
bilities, implying a strong liquidity position at the end of Q2 2024. The company had monthly cash burn
(negative free cash flow) of $0.69 million in Q2 2024, lower than $1.43 million in the prior year period,
which we attribute to reduced exploration and development activity YOY. The company is currently debt-
free. The following table summarizes the company’s liquidity position:

Table 2: Liquidity position

Key financial data (FYE Dec. 31, C$) 2023 Q2-2024
Cash S 14,369,089 S 10,285,367
Working capital S 14,070,914 S 9,469,774
Current ratio 20.44 10.40
Debt S - $ -
Monthly cash burn (3M) S (1,431,342) S (697,685)
Cash from financing activities (3M) S (86,257) S (86,259)

Source: Company, Couloir Capital

The table at right outlines the company’s Table 3: Outstanding options and warrants
outstanding options and warrants. S Strike Exercise value
. ) 200,000 $ 035 $ 69,000
The company currently has 6.7 million options
. . . 750,000 $ 1.25 $ 937,500
(weighted average exercise price of $1.39 per
. . 1,745,000 2.26 3,943,700
share), and no warrants outstanding. At this
. . . 750,000 1.84 1,380,000
time, none of the options are in-the-money.
645,000 S 1.06 S 683,700
1,318,000 $ 1.03 $ 1,357,540
REVENUE AND EPS FORECASTS 450,000 0.94 423,000
845,000 0.59 498,550

Because the company has yet to reach the con-
struction stage, we believe the development
timeline is still too far out to provide prelimi-
nary revenue and EPS forecasts.

Source: Company, Couloir Capital
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NET ASSET VALUATION MODEL INDICATES UNVIABLE
PROJECT ECONOMICS

Our models assume the production schedule outlined in the April 2024 feasibility study as well as many of
the FS’s base case assumptions but incorporates our own assumptions on LOM average lithium carbonate
price and discount rate. Since our past reports, the price of lithium carbonate has fallen sharply, with the
current price trending around USS$9,375 per ton versus an all-time high of US$81,360 per tonne seen in
November 2022. Looking ahead, lithium prices could remain in a tight range. According to forecasts by
S&P Global Commodity Insights, the price of lithium carbonate is expected to remain between $9,924
and $11,627 per metric ton until 2026. This outlook mirrors the sector’s cautious perspective, as industry
players anticipate that demand growth will take some time to counterbalance the existing surplus. Current
prices are suppressed due to an oversupply and varying demand for electric vehicles, particularly outside
of China. Albemarle, the world’s largest lithium producer, indicated in its recent Q3 earnings report that it
expects prices to remain lower for longer.

Based on the current scenario of low lithium prices, we believe that the Angel Mine Island project eco-
nomics is not profitable. Our base case DCF model, which assumes a long-term lithium carbonate price
of US$15,000 per tonne and a discount rate of 12%, implies a negative NAV, indicating that the project
economics is unviable at that price. We will revisit our DCF model should there be an improvement in the
lithium carbonate (LCE) prices.

CONCLUSION

We downgrade the stock to SELL due to concerns over the project’s economic viability. We will revisit
our recommendation should the lithium carbonate prices improve. We expect the following catalysts to
materially impact our valuation estimate:

¢ Any news on the improvement of LCE prices should be positive for the stock.
¢ Any news regarding further progress on the permitting process of the Angel Island Mine project.

¢ Any news regarding progress on the financing related to the capex associated with construction of
the plant.

¢ Any news regarding strategic partnerships or offtake agreements.
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CENTURY LITHIUM CORP. EQUITY RESEARCH

RISKS

The following outlines some of the key risk considerations that investors should keep in mind when evalu-
ating LCE as an investment opportunity:

¢ Delays in achieving key development milestones: LCE has not given guidance on when it intends to
reach commercial production. However, the guidance embedded in the recent FS will likely serve as a
measuring stick for investors looking at LCE as an investment opportunity. Assuming that time frame
as an approximate development period, the inability to roll out significant developments on time (i.e.,
advancing the permitting process, attaining project financing, and beginning construction) will likely
lead to a deterioration in the company’s intrinsic valuation as free cash flow generation gets delayed.

¢ Uncertainty around permitting: LCE requires multiple permits identified in the FS, and inability to
secure permitting (such as environmental permitting) can significantly hold up project development

¢ Market price exposure and impact on execution risk: As LCE moves closer to commercial production
milestones, the greater we perceive both the sunk capital burden as well the near-term capital needs
of the company. Until a project financing deal to facilitate mine construction is secured, exposure to
market pricing is significant as LCE will be subject to investor sentiment (which can be vulnerable to
deteriorations in broader industry conditions, such as poor commodity pricing). In addition, the proj-
ect’s largest valuation sensitivity is to lithium carbonate pricing.

¢ Capital structure deterioration related to cash burn: While the Company has sufficient liquidity to
meet its obligations over the next 12 months, there is potential that the company’s cash burn could
increase to the point of the company needing to raise capital. Given that the Company generated no
cash flows, there is a high likelihood that LCE would do so via equity issuance. Depending on the price
of the issuance, such issuance could be dilutive to existing shareholders.

COULOIR CAPITAL is a research-driven investment dealer
focused on emerging companies in the natural resources sector

We employ a fundamental-based analysis with the goal of discovering a company’s fair value in the context of Macro
factors facing each company. In doing so we generate actionable ideas in underfollowed companies where a small
number of market participants can rapidly close the gap between price and fair value. Our research reports are
disseminated through Bloomberg, S&P Capital 1Q, Thomson Reuters, FactSet, and large email lists.
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DISCLAIMER

This report has been prepared by an analyst on contract with or employed by Couloir Capital Ltd.
The analyst certifies that the views expressed in this report, which include the rating assigned to
the issuer’s shares as well as the an alytical substance and tone of the report, accurately reflect his
or her personal views about the subject securities and the issuer. No part of his / her compensation
was, is, or will be directly or indirectly related to the specific recommendations.

Couloir Capital, 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, Couloir Capital 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.

Couloir Capital 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 consider the particular investment objectives,
financial situations, or needs of individual recipients and other issues (e.g., prohibitions to invest-
ments due to law, jurisdiction issues, etc.) that may exist for certain persons. Recipients should rely
on their own investigations and take their own professional advice before making an investment.
Couloir Capital will not treat recipients of this document as clients by virtue of having viewed
this document.

COMPANY-SPECIFIC DISCLOSURES, IF ANY, ARE BELOW:

1 Inthe last 24 months, Couloir Capital Ltd. has been retained under a service agreement by the
subject issuer. This service agreement includes analyst research coverage.

2 The views of the Analyst are personal.

3 No part of the Analyst’s compensation was directly or indirectly related to the specific ratings as
used by the research Analyst in the Reports.

4 The Analyst does not maintain a financial interest in the securities or options of the Company.
5 Couloir Capital does not maintain a financial interest in the securities or options of the Company.

6 The information contained in the Reports is based upon publicly available information
that the Analyst believes to be correct but has not independently verified with respect to truth
or correctness.
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Investment Ratings—Recommendations

Each company within an analyst’s universe, or group of companies covered, is assigned:
1 Arecommendation or rating, usually BUY, HOLD, or SELL;

2 A 12-month target price, which represents an analyst’s current assessment of a company’s potential
stock price over the next year; and

3 An overall risk rating which represents an analyst’s assessment of the company’s overall
investment risk.

These ratings are more fully explained below. Before acting on a recommendation, we caution you to confer
with your investment advisor to determine the suitability of our recommendation for your specific
investment objectives, risk tolerance, and investment time horizon.

COULOIR CAPITAL'S RECOMMENDATION CATEGORIES INCLUDE THE FOLLOWING:

Buy

The analyst believes that the security will outperform other companies in their sector on a risk-adjusted
basis or for the reasons stated in the research report the analyst believes that the security is deserving of a
(continued) BUY rating.

Hold

The analyst believes that the security is expected to perform in line with other companies in their sector on
a risk-adjusted basis or for the reasons stated in the research report the analyst believes that the security is
deserving of a (continued) HOLD rating.

Sell

Investors are advised to sell the security or hold alternative securities within the sector. Stocks in this cate-
gory are expected to under-perform other companies on a risk-adjusted basis or for the reasons stated in
the research report the analyst believes that the security is deserving of a (continued) SELL rating.

Tender

The analyst is recommending that investors tender to a specific offering for the company’s stock.

Research Comment

An analyst comment about an issuer event that does not include a rating.

Coverage Dropped

Couloir Capital will no longer cover the issuer. Couloir Capital will provide notice to clients whenever cover-
age of anissuer is discontinued. Following termination of coverage, we recommend clients seek advice from
their respective Investment Advisor.
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Under Review

Placing a stock Under Review does not revise the current rating or recommendation of the analyst. A stock will
be placed Under Review when the relevant company has a significant material event with further information
pending or to be announced. An analyst will place a stock Under Review while he/she awaits enough information
to re-evaluate the company’s financial situation.

The above ratings are determined by the analyst at the time of publication. On occasion, total returns may fall
outside of the ranges due to market price movements and/or short-term volatility.

OVERALL RISK RATINGS

Very High Risk: Venture-type companies or more established micro, small, mid or large-cap companies whose
risk profile parameters and/or lack of liquidity warrant such a designation. These companies are only appro-
priate for investors who have a very high tolerance for risk and volatility and who can incur a temporary or
permanent loss of a very significant portion of their investment capital.

High Risk: Typically, micro or small-cap companies which have an above-average investment risk relative to
more established or mid to large-cap companies. These companies will generally not form part of the broad
senior stock market indices and often will have less liquidity than more established mid and large-cap compa-
nies. These companies are only appropriate for investors who have a high tolerance for risk and volatility and
who can incur a temporary or permanent loss of a significant portion of their investment capital.

Medium-High Risk: Typically, mid to large-cap companies have a medium to high investment risk. These com-
panies will often form part of the broader senior stock market indices or sector-specific indices. These com-
panies are only appropriate for investors who have a medium to high tolerance for risk and volatility and who
are prepared to accept general stock market risk including the risk of a temporary or permanent loss of some
of their investment capital.

Moderate Risk: Large to very large cap companies with established earnings who have a track record of lower
volatility when compared against the broad senior stock market indices. These companies are only appropri-
ate for investors who have a medium tolerance for risk and volatility and who are prepared to accept general
stock market risk including the risk of a temporary or permanent loss of some of their investment capital.

COULOIR CAPITAL is a research-driven investment dealer
focused on emerging companies in the natural resources sector

We employ a fundamental-based analysis with the goal of discovering a company’s fair value in the context of Macro
factors facing each company. In doing so we generate actionable ideas in underfollowed companies where a small
number of market participants can rapidly close the gap between price and fair value. Our research reports are
disseminated through Bloomberg, S&P Capital IQ, Thomson Reuters, FactSet, and large email lists.

RESEARCH DRIVEN

Vancouver 604 609 6190 +« Toronto 416 460 2960 + admin@couloircapital.com



https://www.couloircapital.com

	Successful production of battery-grade lithium carbonate
	LCE achieves milestone with battery-grade lithium carbonate production 
	Financials overview
	Revenue and EPS forecasts
	Net asset valuation model indicates unviable project economics
	Conclusion
	Risks
	Disclaimer 
	Table 1: Lithium carbonate assay results (second batch) from pilot plant
	Table 2: Liquidity position
	Table 3: Outstanding options and warrants

