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A - LANDLORD WITH CHIPS ON TOP

A third of IREN's capital is real estate,
and most of it is land the company
hasn't built on yet.

The buildings return about 4%. The chips return about 13%. Together, about 10%,
against a cost of capital of 10.5%, and that hurdle is a generous one.

Dan McSpirit, CFA
August 2026
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Every megawatt IREN builds is two investments, one on top of the other. A building, and a decision about what to put in it.
THE BUILDING
CONVERTED BUILT BUILDING

FROM MINING FROM SCRATCH WEIGHTED
Capital $13.00m $20.00m $18.87m $40.00m
Rent $1.86m $1.86m $1.86m
Depreciation -$0.65m -$1.00m -$0.94m
After-tax operating profit $0.91m $0.64m $0.68m $5.15m
Return on capital 7 .0% 3.2% 3.6%
Share of announced capacity 16.2% 83.8%
$18.87m + $40.00m = $58.87m $0.68m + $5.15m = $5.83m

NEXT MEGAWATT
9.7% 0.9% 10.5%

The 7% comes from the bitcoin legacy, and that legacy is 16% of announced capacity and shrinking. The average
overstates what’s sustainable. The next megawatt returns 9.7%.
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WHAT THE MARKET IS PAYING FOR THE CHIPS

Take the market value of the company, set aside the land not yet built on, and what remains is the price of the
operating business. Work backwards and you get the price per megawatt the market is assuming.

ENTERPRISE VALUE OF THE
COMPANY

$15.8bn

LESS LAND NOT YET BUILT ON

$5.7bn

OPERATING BUSINESS,
ENTERPRISE VALUE

$10.0bn

Market capitalisation plus out-of-the-
money convertibles, other debt, leases and
customer prepayments, less cash.

DAN MCSPIRIT, CFA

BREAK-EVEN BREAK-EVEN
CHIP COSTS FALL COSTS STAY PUT
$15.82 $18.64
THE MARKET
rs paving For 1174 — $14.64
o | |
MICROSOFT IREN TODAY
$9.70 $20.00

Dollars per megawatt per year. The range spans pipeline conversion from 10% to 70%. Contract pricing
moves value roughly six times harder than conversion does.

Below about $16, the chips stop earning back IREN's largest contract, five years with Microsoft,
the cost of capital. If chip costs don't fall is priced at $9.70. The rest of the 2026 book
alongside computing prices, that line moves to averages $20.60. The company has already
about $19. signed below the level the market is assuming.

NOT INVESTMENT ADVICE



IREN

04/05

The case for a higher multiple rests on IREN being an AI company. Measured the same way as the hyperscalers,

it isn't earning like one.

Alphabet | 22-27%
Microsoft [ 18-31%
Meta | 10-21%

IREN, next megawatt 9.7%

Amazon | 4.5-7.6%

Oracle | 0-6.8%

COST OF CAPITAL 10.5%

Multiples follow returns on capital, not end markets.

A third of IREN's capital is land and
buildings, and 84% of announced
capacity is greenfield development
rather than conversion. That mix
earns like the most capital-intensive
names in the sector, not the
software-margin ones.
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Returns are measured against what the assets cost, not depreciated
book value. On net book the return is about 16% rather than 9.7% and
the picture flips. Cost is used because the chips must be bought again — a
fleet halfway through its life looks twice as profitable and still owes the
same bill.

The converted-site advantage is an estimate. How much of a bitcoin site
carries over to an Al data centre isn't disclosed. Land, grid connection and
substation do; the shed does not. Interconnection alone runs 40-45% of

construction cost, which brackets the upper end.

IREN pays little cash tax today, carrying roughly $900m of losses
forward. That lifts near-term returns, but it is one quarter of operating
profit at scale — a timing benefit, not a change in the economics.
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The land not yet built on is treated as an option, never as a plan. Nothing
here assumes IREN builds it.

Operating costs come from management's own disclosure that the
cloud business ran about 87% gross margins. That sits on a small, early
revenue base.

Share count matters. Street research divides by 357.9m. The 10-K says
394.1m. Counting instruments already in the money gives 411.3m. If
every convertible converted, 551.3m.

This is one way to look at it. The assumptions above are
where it would break.



