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Action Summary — 17 January 2025
Analyst Theodore R. O’Neill is solid financial footing going into the new year — Reiterate our Buy rating and $2PT

+ Solidifying its capital base with $10MM. On January 7, FOMI announced it had entered into an equity
financing agreement with GHS Investments, LLC. Under the terms of the agreement, the company has the
right, but not the obligation, to sell up to $10.0 million worth of common stock over a 24-month period. We
believe it allows the company to aggressively pursue O&G mineral rights and puts its financials on a solid
foundation.

e Expecting Q to be filed shortly. The company is on a 4/30 Fiscal year and recently filed an NT 10-Q on
December 17 for its most recent 10-Q. This was due to a recent change in the company’s accounting
structure. Once this is completed, however, the process should proceed more efficiently. FOMI is subject
to O&G accounting that really needed an improved accounting team, which it has now.

¢ A new administration in Washington could be a real plus. With the new administration kicking off next
week, we expect O&G stocks to benefit.

¢ Shares appear to be priced significantly below absolute and comparative metrics. The shares are
selling at a discount to both our discounted price target model and its peers.

1/16 Closing price: $0.07 Market cap: $7 million 2026 Market cap/sales: 2026 EV/Sales: 0.76
0.78x
Shares outstanding: 99 Insider ownership: ~58% Avg. trading volume: Dividend/Yield: NA/NA
million >10,000
GAAP estimates (EPS in dollars — Revenue in $000) Cash balance ($000)
Period EPS Revenue Op. Margin e 2023A e %27
e 2024A e %4
2024A ($0.03) $1.0 NMF e 2025E e $419
e 2026E o $2,647
1Q25A $0.00 $36
2Q25E (%0.01) $100
2Q25E $0.00 $400
v 8000 41000 Short term debt ($000)
FY2sE (50.01) $1.536 NME e 2023A o $995
1Q26E $0.00 $1,200 20 Doae
2Q26E $0.00 $1,600 T 2025 . 2150
3Q26E $0.01 $2,200 : :
4Q26E $0.01 $2,600
FY26E $0.02 $7,600 21.7%
Note: Numbers may not add due to rounding. See our full model in the back of this
report.

Risks/Valuation

* Risks include competition, brand development, lack of near-term earnings
e Our $2.00 target is derived using a discounted future earnings model

Company description: Formed in early 2024, Formation Minerals Inc. is an emerging O&G mineral and royalty
energy company based in Frisco, Texas. It is involved in acquisitions and development of lower-risk, oil and gas
mineral as well as royalty interests, and holds a select non-operated working interest within the major oil and gas
operations in the U.S.
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Figure 1 — Formation Minerals - Trading snapshot since inception May 16, 2024

Formation Minerals Inc Daily
0.07 0.01 17.65% 3:13:11 PM VWAP:0.06 High: 0.10 Low: 0.03 Chg: 40.00%
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Source: FactSet
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Investment Thesis

Formation Minerals, Inc. is an emerging O&G mineral and royalty energy company based in Texas. It
is involved in acquisitions and development of lower-risk, oil and gas mineral as well as royalty interests, and
holds a select non-operated working interest within the major oil and gas operations in the U.S. It
acquires royalties, minerals, and overriding royalties across the major basins of the US, with current holdings
in Colorado, Louisiana, Ohio, Oklahoma, Texas, West Virginia, and Wyoming.

Growth strategy. Its growth strategy leverages the vast knowledge of its experts in the sector to grow the
company and utilize their unique knowledge and abilities along with the technical and scientific expertise of
the world-class E&P companies operating the properties.

Rising prices and demand for oil and natural gas. We believe oil and natural gas prices will rise for the
next few years, benefitting FOMI’s current holdings by increasing revenue and output as drilling expands. In
addition to increasing the value of its existing holdings, as prices rise, so will the market for those wishing to
sell their existing rights. Indeed, these multiple macro factors are merging to create a favorable environment
for the energy sector in general and FOMI in particular.

Natural gas. There is a massive demand for electricity to power data centers. Coal is dead (in the U.S. but
not in Asia) and nuclear requires years of permitting. Exxon Mobil announced last week that it would build
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natural gas power plants that would utilize its carbon capture technology to meet the demand for data centers.
It also announced a significant investment in LNG. We believe that under the new administration, LNG
terminals will be advanced again, and demand will come from overseas to replace demand for Russian natural
gas. This is all positive for natural gas.

Oil. We believe the new administration will reduce or eliminate EV mandates and this will eliminate downward
pressure on oil prices. We also believe it will loosen regulations that will the industry financially.

Shares appear to be priced significantly below absolute and comparative metrics. The shares are
selling at a discount to both our discounted price target model and its peers.

Valuation Methodology

We believe FOMI is undervalued, and we support that belief with a series of valuation techniques. We use
two different techniques, below. To determine our price target, we use a discounted future earnings model,
and we validate that result with a comparison to peers, i.e.:

1) The discounted value of all future earnings was used for our price target (see Figure 2)
2) Valuation relative to peers (see Figure 3)

Discounted Future Earnings - Basis for Price Target

Our 12-month price target of $2.00 is based on a discounted earnings model. For valuation purposes, we
sum up all future earnings discounted at 10%, which we believe is large enough to compensate for the risk.
We assume approximately 30% EPS near-term growth for earnings which steps down to GDP after 5-7 years.
Our valuation model is shown in Exhibit 2 below. Note, this model understates future new products and
growth through acquisitions and probably understates the tax benefits, but offsetting that, the earnings never
have a down year. The implied share price is $1.67, which we round to $2.00. Although this target is
substantially above where the stock is currently, were it to trade at that level, the implied 2026 Market cap to
sales would be at or near the high end of the range.

Figure 2 — Formation Minerals — Price Target Calculation

Implied Value of Future Discounted Earnings: $1.67
Discounted
Year 0 is 2025 Forecast GAAP EPS EPS
0 ($0.01) ($0.01)
1 $0.02 $0.02
2 $0.05 $0.04
3 $0.08 $0.06
4 $0.12 $0.08
5 $0.15 $0.09
Terminal Value $1.38

Source: Litchfield Hills Research LLC

© 2024 Litchfield Hills Research LLC, 79 Belgo Road, Lakeville, CT 06039 | Analyst: Theodore@hillsresearch.com
860-435-0150 * Important disclosures can be found at the back of this report Page 3



Alhe

P N

LitcHFIELD HILLS
RESEARCH Formation Minerals Inc. OTCQB-FOMI - Buy-US$2.00 PT

Valuation Relative to Peers

If we compare FOMI to the simple average of its peers, the shares sell at a 74% discount on sales measures.
However, we expect significant growth in 2026, and if the group multiples hold at current levels, Figure 3
shows the shares would be trading at a significant discount. Were the shares to trade simply to the average
of its peers, in the next 12 months, looking into 2026, (and we would argue that due to its growth potential, it
should trade above average), it would trade to the higher end of the range, but would not have the highest
multiple. Details on each of the peers can be found in Figure 4. The companies we used in Figure 4 are in
similar lines of business although none of them are a perfect match.

Figure 3 — Formation Minerals — Discount to Peers

2025 Market 2025 EV /
Cap / Sales Sales
Average 2.99 2.90
FOMI (based 0.78 0.76
on 2026
revenue)
Discount to 74% 74%
peers

Source: Litchfield Hills Research LLC and FactSet

Guidance and Financial Forecasts

The company provides no guidance. Our forecast assumes that the company reaches sustainable B/E in
2026 and can do so at approximately $2MM/quarter of revenue. We do not need to make more aggressive
assumptions to justify our assertion that the shares are undervalued. In addition, if our forecast is correct,
there is no near-term need for capital. We expect a capital raise in the future if the company needs it to
support significantly greater growth than is in our forecasts.
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Figure 4 — Formation Minerals — Comp Table

2025 Consensus Multiples (except book)
Market
FactSet Closing | Market Cap/ EV/
Ticker Company Name Price  [Cap $MM| EV $MM PE EV /Sales Sales EBITDA
ORA-CA Aura Minerals Inc $12.80 925 1,086 7.51 1.60 1.37
KEL-CA Kelt Exploration Ltd. $5.08 1,000 1,052 7.77 2.13 2.03
ADT1-GB Adriatic Metals Plc $2.60 808 878 4.55 2.46 2.39
ALS-CA Altius Minerals Corporation $19.75 914 1,029 NMF NMF NMF 37.49
OBM-AU Ora Banda Mining Ltd. $0.48 902 904 8.90 3.27 3.27
CJ-CA Cardinal Energy Ltd. $4.73 756 815 10.82 2.14 1.99
EU-CA enCore Energy Corp. $3.35 620 596 32.49 5.89 6.13 17.23
EGY-US VAALCO Energy, Inc. $4.74 498 489 12.19 1.24 1.24
TTI-US TETRA Technologies, Inc. $4.71 621 784 13.05 1.22 0.98
OBE-CA Obsidian Energy Ltd $5.82 443 718 3.05 1.19 0.75
TAL-CA PetroTal Corp. $0.50 458 369 4.72 0.90 1.11
TNZ-CA Tenaz Energy Corp $9.43 259 225 NMF 1.24 1.42
MTA-CA Metalla Royalty & Streaming Ltd. $2.71 249 251 NMF NMF NMF
RBX-CA Robex Resources, Inc. $1.65 210 267 NMF 2.73 2.15
GROY-US Gold Royalty Corp. $1.24 210 258 NMF 10.65 8.63
ECOR-GB Ecora Resources PLC $0.79 197 293 8.68 5.18 3.52 6.74
ELE-CA Elemental Altus Royalties Corp $0.84 207 179 14.07 4.95 5.75
EMX-CA EMX Royalty Corp $1.70 189 201 NMF 10.39 9.78
PHX-US PHX Minerals Inc. Class A $4.01 150 174 16.67 4.07 3.51
NICU-CA Magna Mining Inc $1.02 158 171 NMF
CTGO-US Contango ORE, Inc. $10.85 133 167 4.56 3.62
GML-ZA Gemfields Group Limited $0.07 81 214 4.09 0.72 0.29 1.96
PHAR-GB Pharos Energy PLC $0.33 139 124 0.94 1.04
RBY-CA Rubellite Energy Corp. $1.51 140 118 2.84 0.64 0.76
PEN-AU Peninsula Energy Limited $0.86 137 (27) 5.28
ATLX-US Atlas Lithium Corporation $6.98 108 94 4.76 0.66 0.76
LCX-CA Lycos Energy Inc $1.74 93 107 3.83 1.07 0.93
OPAL-US OPAL Fuels Inc. Class A $3.15 920 962 4.96 2.32 1.31 6.31
BCB-AU Bowen Coking Coal Ltd $0.00 54 104 7.34 0.38 0.19
FEAM-US 5E Advanced Materials, Inc. $0.54 37 104 NMF 9.59
CHAR-GB Chariot Limited $0.02 26 21
TI-CA Titan Mining Corp. $0.20 27 56 3.27
TAO-CA TAG Oil Ltd $0.12 27 20 35.00 2.83 3.86
AVERAGE 10.03 2.90 2.99 13.95
FOMI-US Formation Minerals Inc $0.06 6 6 NA 0.76 0.78 2.87
[Fomi Discount to peers: NA -74% -74% 79% |

Source: FactSet and Litchfield Hills Research LLC
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Figure 5 — Formation Minerals — Income Statement (S 000)

April ending year 2023A 2024A 2025E 2025E 2026E 2026E
Year Year Q1A Q2E Q3E Q4E Year Q1E Q2E Q3E Q4E Year
Revenue $4 $1 $36 $100 $400 $1,000 $1,536 $1,200 $1,600 $2,200 $2,600 $7,600
Growth 3321% 1600% 550% 260% 495%
Operating expenses:
Consulting fees 0 0 56 56 56 56 224 56 56 56 56 224
Depletion expense 0 0 18 18 18 18 73 18 18 18 18 73
General and administrative 617 1,147 289 300 350 500 1,439 600 900 1,000 1,200 3,700
Professional fees 0 0 366 366 366 366 1,463 400 450 500 600 1,950
Project expenditures 0 0 0 0 0 0 0 0 0 0 0 0
R&D 162 10 0 0 0 0 0 0 0 0 0 0
Total Operating Expenses 779 1,157 729 740 790 940 3,199 1,074 1,424 1,574 1,874 5,947
Operating expense margins NMF NMF NMF 740% 198% 94% 208% 90% 89% 72% 72% 78%
Operating Income (775) (1,156) (693) (640) (390) 60 (1,663) 126 176 626 726 1,653
Operating Margin NMF NMF NMF NMF -97.5% 6.0%| -108.2% 10.5% 11.0% 28.4% 27.9% 21.7%
Total Other ltems 9 (522) 982 10 10 10 1,012 10 10 10 10 40
Pre-Tax Income (766) (1,678) 289 (630) (380) 70 (651) 136 186 636 736 1,693
Taxes (benefit) 0 0 0 0 0 0 0 0 0 0 0 0
Tax Rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Net Income (loss) 766 ($1,678) $289 630 380 $70 651 $136 $186 $636 $736 $1,693
Net Margin 11.3% 11.6% 28.9% 28.3% 22.3%
EPS ($0.01) ($0.03) $0.00 ($0.01) ($0.00) $0.00 ($0.01) $0.00 $0.00 $0.01 $0.01 $0.02
Share count 87,645 56,349 84,036 84,046 84,056 84,066 84,051 84,076 84,086 84,096 84,106 84,091

Source: Company reports and Litchfield Hills Research LLC
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Figure 6 — Formation Minerals — Balance Sheet (S 000)

April ending year 2026E 2025E 2024A 2023A
Balance sheet
Current Assets
Cash and S.T.I. $2,647 $419 $4 $27
Accounts receivable 120 100 64 0
Prepayments and other receivables 120 100 86 13
Inventories 0 0 0 0
Prepaid and other 0 0 0 0
Total Current Assets 2,887 619 154 40
Oil and natural gas properties - net 600 500 395 0
Other non-current 0 0 0 0
Total Assets $3,487 $1,119 $549 $40
Current Liabilities
Accounts payable and accrued $3,000 $2,000 $1,007 $106
Notes and loans 150 135 118 995
Other current 2,000 1,500 1,414 0
Total current liabilities 5,150 3,635 2,539 1,101
Right-of-use liability 0 0 0 0
Other non-current 0 0 0 0
Total Liabilities 5,150 3,635 2,539 1,101
Stockholders' Equity
Preferred stock
Total stockholders equity (1,663) (2,516) (1,990) (1,062)
Total Liabilities and equity $3,487 $1,119 $549 $40

Source: Company reports and Litchfield Hills Research LLC
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Figure 7 — Formation Minerals — Cash Flow (S 000)

2026E 2025E 2024A
Net Income $1,693 ($651) ($1,678)
Accounts receivable (20) (36) (64)
Prepayments and other receivables (20) (14) (73)
Inventories 0 0 0
Prepaid and other 0 0 0
Oil and natural gas properties - net (100) (105) (395)
Other non-current 0 0 0
Accounts payable and accrued 1,000 994 901
Notes and loans 15 2 (81)
Due to related party 0 14 (796)
Other current 500 86 1,414
Right-of-use liability 0 0 0
Other non-current 0 0 0
Preferred stock (0) 0 0
Commons stock (340) 831 (372)
Additional paid in capital (500) (706) 13,673
Accumulated other comp. loss and other 0 0 9
Dividend and/or tax adj.
Total Cash Flow $2,228 $415 $16,736

Source: Litchfield Hills Research LLC

Disclosures:

Analyst Certification
We, the Litchfield Hills Research Department, hereby certify that the views expressed in this research report accurately reflect our
personal views about the subject company and the underlying securities.

FINRA Compliant Research Report
We, the Litchfield Hills Research Department, hereby certify that this report is compliant with FINRA research rules 2241, 3110,
the analyst is registered with FINRA, and the report has been reviewed by a Supervisory Analyst.

MiFID Il Compliant Research Report
Our research is classified as minor non-monetary benefit under MiFID 1l. This applies to all forms of transmission, including email,
website and financial platforms such as Bloomberg, FactSet, S&P Global, Refinitiv and 11 others. We do not seek payment from
the asset management community and do not have any execution function. Investors can continue to receive our research under
the MIFID Il regime without the need for a contract for services to be put in place. This applies to all forms of transmission, including
email, website and financial platforms.

Litchfield Hills Research LLC Rating System

BUY: We expect the stock to provide a total return of 15% or more within a 12-month period.

HOLD: We expect the stock to provide a total return of negative 15% to positive 15% within a 12-month period.
SELL: We expect the stock to have a negative total return of more than 15% within a 12-month period.

Total return is defined as price appreciation plus dividend yield.

Other Disclosures

Litchfield Hills Research, LLC (“LHR”) is not a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission nor a
member of Financial Industry Regulatory Authority. This report is not directed to, or intended for distribution to or use by, any person
or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or which would subject LHR or any divisions, subsidiaries or affiliates to any
registration or licensing requirement within such jurisdiction.

All material presented in this report, unless specifically indicated otherwise, is under copyright to LHR and the subject company. None

of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party,

without the prior express written permission of LHR or the subject company. All trademarks, service marks and logos used in this report
I ——

© 2024 Litchfield Hills Research LLC, 79 Belgo Road, Lakeville, CT 06039 | Analyst: Theodore@hillsresearch.com
860-435-0150 * Important disclosures can be found at the back of this report Page 8



Alhe

P N

LitcHrIELD HiLLS
RESEARCH Formation Minerals Inc. OTCQB-FOMI - Buy-US$2.00 PT

are trademarks, service marks, registered trademarks, or service marks of LHR or its affiliates. The information, tools and material
presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. LHR may not have taken any steps to
ensure that the securities referred to in this report are suitable for any particular investor. The investments or services contained or
referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you
are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax
advice or a representation that any investment or strategy is suitable, appropriate to your individual circumstances, or otherwise
constitutes a personal recommendation to you. LHR does not offer advice on the tax consequences of investment, and you are advised
to contact an independent tax adviser. LHR believes the information and opinions in the Disclosure Appendix of this report are accurate
and complete. Information and opinions presented in this report were obtained or derived from sources LHR believes are reliable, but
LHR makes no representations as to their accuracy or completeness.

Ownership and Material Conflicts of Interest
The analysts own no shares of the subject company. The analysts and their families have no known material conflicts of interest in
authoring this report.

Investment Banking and Fees for Services

Litchfield Hills Research has not received compensation for advisory or investment banking services from the subject company in the
past 12 months. Litchfield Hills Research LLC has received compensation for distribution and investor targeting services from the
subject company.

Market Making
Litchfield Hills Research, LLC does not make a market in the subject company's securities.

Additional information is available upon request. LHR accepts no liability for loss arising from the use of the material presented in this
report, except that this exclusion of liability does not apply to the extent that liability arises under specific statutes or regulations
applicable to LHR. This report is not to be relied upon in substitution for the exercise of independent judgment.

- ]
© 2024 Litchfield Hills Research LLC, 79 Belgo Road, Lakeville, CT 06039 | Analyst: Theodore@hillsresearch.com
860-435-0150 * Important disclosures can be found at the back of this report Page 9



	Investment Thesis
	Valuation Methodology
	Discounted Future Earnings – Basis for Price Target
	Valuation Relative to Peers 

	Guidance and Financial Forecasts

