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More fish in the sea at Mariners

Nimble nickel miner Mincor Resources (MCR) has demonstrated its Mariners nickel mine
in Kambalda is far from “fished out” with some excellent drill results below the existing
mine workings (Figure 1).

Results include (all true widths):
. 6.4m @ 7.0% Ni
e 3.8m @ 5.1% Ni
. 3.3m @ 1.8% Ni

The new intersections highlight the potential existence of the N10 ore body, directly
below the currently producing N09. Although the new hits are >1000m below surface,
MCR has proven it can operate deep underground mines consistently and profitably.

Following the collapse in metal markets late last year, MCR swiftly instigated a
Management Plan to mitigate cash outflows and ensure the Company was well placed to
weather the storm. Management suspended the higher cost operations and focused
output on three core higher grade mines - Otter Juan, Mariners and Carnilya Hill.

MCR is on track to achieve revised FY09 production guidance of 16.5 - 17.5kt Ni in ore
(from ~20kt). The Management Plan has already achieved its primary purpose with the
Company generating free cash flow since November.

With the storm subsiding, MCR is getting serious again on the exploration front. The
Company is currently operating six underground exploration drill rigs, has recently
completed three major geophysical surveys (results to be reported) and will re-
commence surface exploration drilling in July.

Argonaut remains an unabashed fan of MCR'’s track record of maintaining reserves ahead
of production (Figure 2).

MCR represents a clear value proposition given its:

e  Operational nous - Ability to generate free CF in a low nickel price environment
. Disciplined management team prepared to make the ‘tough’ decisions

. Diversity and flexibility of production

e  Energetic but considered exploration effort

e Inexpensive on all metrics (see Figures 3-7)

Argonaut has conservatively modelled an additional 1 year mine life at Mariners.
Assuming flat US$7.00/1b nickel and flat 0.78 AUD:USD MCR is valued at $1.67.

With latent production capacity from a re-set cost base MCR offers near unparalleled
leverage to an improving nickel price.
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The new hits highlight a
potential N10 deposit, directly
below the producing NO9...

...MCR has proven it can
operate deep mines profitably

Track record of maintaining
reserves ahead of production
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Bring on the N10

The Mariners mine was reopened by MCR in February 2005. Mariners was originally
operated by WMC from 1991-93. The mineralisation to date has a width of 3-10m (average
5m) and dips at 70-80 degrees.

The new intersections highlight the potential existence of the N10 ore body, directly below
the currently producing N09. Although the new hits are >1000m below surface, MCR has
proven it can operate deep mines consistently and profitably.

Figure 1: Mariners section
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Maintaining reserves ahead of production

Argonaut remains an unabashed fan of MCR'’s track record of maintaining reserves ahead of
production.

Figure 2: Track record - Maintaining reserves ahead of production
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Value story

Despite offering high grades... Despite having the second highest resource grade within the nickel sulphide peer group
(only IGO is higher), and the third highest reserve grade MCR is inexpensive on all valuation
metrics.

Figure 3: Nickel grades (% Ni)
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Second lowest EV / Resource t
(beaten only by MBN'’s
disseminated nickel base)

Second lowest EV / Reserve t

Terrific leverage to improving
nickel prices

Figure 6: EV/Resources ($/t)
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Figure 7: EV/Reserves ($/t)
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When nickel prices recover, MCR offers near unparalleled leverage to a proven performer

with latent production capacity from a re-set cost base.
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Recommendation BUY

Current Price $1.44

Valuation $1.67

All Ords (XAO) 3,793

Profit & Loss ($m) 30 June 2008A H109A 2009E 2010E
Sales Revenue 321.0 100.4 204.4 238.7
Other Income 8.3 0.0 1.4 6.0
Operating Costs 158.4 75.4 131.2 128.9
Depn & Amort 55.6 32.1 58.1 51.4
Exploration Expensed 12.8 6.7 9.7 6.1
Corporate/Admin 10.0 4.0 8.0 8.1
Impairment 0.0 17.3 17.3 0.0
EBIT 92.5 -35.1 -18.5 50.3
Interest Paid 0.5 0.1 0.2 0.2
Operating Profit 92.0 -35.2 -18.7 50.1
Tax Expense 27.9 -12.5 -7.6 15.0
Minorities 0.0 0.0 0.0 0.0
NPAT 64.0 -22.7 -11.2 35.1
Normalised NPAT 64.0 -22.7 -11.2 35.1
Cash Flow ($m) 2008A H109A 2009E 2010E
Operating Cashflow 93.8 1.8 54.0 123.0

- Capex 37.4 32.0 41.0 20.2

- Exploration 35.3 8.0 12.0 8.1

- Asset Purchases (+ Asset Sales) 55.2 6.2 6.2 0.0

Free Cashflow (34.1) (44.3) (5.2) 94.6

- Dividends 23.7 12.0 14.0 4.0

+ Equity Raised 1.8 0.0 0.0 0.0

+ Debt Drawdown (Repaid) (1.0) (0.4) (0.4) 0.0

Net Change in Cash (57.1) (56.7) (19.6) 90.7

Cash at End Period 112.5 55.8 92.9 183.6

Balance Sheet ($m) 2008A 2009E 2010E
Total Assets 329.0 270.0 338.1
Total Debt 2.4 2.4 2.0
Total Liabilities 90.5 -27.6 -65.5
Shareholders Funds 238.5 297.7 403.5
Production Summary 2008A 2009E 2010E
Total Nickel Production (kt) 16.6 16.4 16.3
Ni Cash Cost - net of credits (US$/Ib) 5.74 3.78 3.90
Ni Price Realised (US$/Ib) 12.14 6.83 7.55

Reserves & Resources (30 June 2008)

Nickel Reserves Resources

Mt % Ni Ni (kt) Mt % Ni Ni (kt)
Mariners 0.44 3.1 13.7 0.71 3.9 27.4
Redross 0.08 2.8 2.3 0.28 4.0 11.2
Miitel 0.58 2.6 15.0 0.85 3.6 30.2
Wannaway 0.02 1.4 0.03 0.14 3.0 4.3
Carnilya Hill 0.22 2.8 6.3 0.17 5.5 9.5
Otter-Juan 0.32 3.8 12.1 0.75 3.8 28.4
McMahon / Ken 0.32 2.4 7.6 0.37 4.1 15.2
Durkin 0.38 5.1 19.4
Gellaty 0.03 3.4 1.0
Bluebush Line 0.63 3.3 20.8
Total 1.99 2.9 57.0 4.33 3.9 167.4
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Equities Research
Analyst: Troy Irvin

Sector Materials
Issued Capital (m) 199.0
Market Cap (m) $286.6
Updated 24-June-2009
Financial Summary 2008A 2009E 2010E
Reported Earnings
Net Profit ($m) 64.0 (11.2) 35.1
EPS (cents) 31.6 (5.1) 16.1
PER (x) 4.5 (25.7) 8.2
Normalised Earnings
Net Profit ($m) 64.0 (11.2) 35.1
EPS (cents) 31.6 (5.1) 16.1
EPS Growth (%) (36.7)  (116.2) (414.4)
PER (x) 4.5 (25.7) 8.2
Cashflow
Gross (Op.) Cashflow ($m) 93.8 54.0 123.0
GCFPS (cents) 46.3 24.8 56.4
PCF (x) 3.1 5.8 2.6
Dividend
Dividend (cents) 12.0 2.0 2.0
Yield (%) 8.3 1.4 1.4
Franking % 100 100 100
Financial Ratios 2008A  2009E 2010E
Balance Sheet Ratios
Total Debt / Equity (%) 1.0 0.8 0.5
Interest Cover (x) 185.1 -98.2 296.2
Acid test ratio (x) 3.1 2.0 3.0
Profitability Ratios
Net Profit Margin (%) 19.9 -5.5 14.7
Return on Assets (%) 42.8 -10.5 32.6
Return on Equity (%) 26.8 -3.8 8.7
Valuation Summary A$m A$/sh
South Kambalda Operations 137.0 0.63
North Kambalda Operations 70.7 0.32
Bluebush 20.0 0.09
Forward Sales 15.5 0.07
Corporate -15.5 -0.07
Exploration 75.0 0.34
Unpaid Capital 1.4 0.01
Cash (31 March) 60.6 0.28
Debt -2.0 -0.01
Total @ 10% discount rate 363 1.67
David Humann Non-Executive Chairman
David Moore Managing Director
Jack Gardener Non-Executive Director
Ian Burston Non-Executive Director
Substantial Shareholders %
Barclays Group 10.3
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General Disclosure and Disclaimer

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650)
(“"ASPL") for the use of the clients of ASPL and its related bodies corporate (the “Argonaut
Group”) and must not be copied, either in whole or in part, or distributed to any other
person. If you are not the intended recipient you must not use or disclose the information
in this report in any way. ASPL is a holder of an Australian Financial Services Licence No.
274099 and is a Market Participant of the Australian Stock Exchange Limited.

Nothing in this report should be construed as personal financial product advice for the
purposes of Section 766B of the Corporations Act. This report does not consider any of
your objectives, financial situation or needs. The report may contain general financial
product advice and you should therefore consider the appropriateness of the advice having
regard to your situation. We recommend you obtain financial, legal and taxation advice
before making any financial investment decision.

This research is based on information obtained from sources believed to be reliable and
ASPL has made every effort to ensure the information in this report is accurate, but we do
not make any representation or warranty that it is accurate, reliable, complete or up to
date. The Argonaut Group accepts no obligation to correct or update the information or the
opinions in it. Opinions expressed are subject to change without notice and accurately
reflect the analyst(s)’ personal views at the time of writing. No member of the Argonaut
Group or its respective employees, agents or consultants accepts any liability whatsoever
for any direct, indirect, consequential or other loss arising from any use of this research
and/or further communication in relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial
product, or to engage in or refrain from engaging in any transaction. The Argonaut Group
and/or its associates, including ASPL, officers or employees may have interests in the
financial products or a relationship with the issuer of the financial products referred to in
this report by acting in various roles including as investment banker, underwriter or dealer,
holder of principal positions, broker, director or adviser. Further, they may buy or sell
those securities as principal or agent, and as such may effect transactions which are not
consistent with the recommendations (if any) in this research. The Argonaut Group and/or
its associates, including ASPL, may receive fees, brokerage or commissions for acting in
those capacities and the reader should assume that this is the case.

There are risks involved in securities trading. The price of securities can and does
fluctuate, and an individual security may even become valueless. International investors
are reminded of the additional risks inherent in international investments, such as currency
fluctuations and international stock market or economic conditions, which may adversely
affect the value of the investment.

The analyst(s) principally responsible for the preparation of this research may receive
compensation based on ASPL’s overall revenues.

© 2009. All rights reserved. No part of this document may be reproduced or distributed in
any manner without the written permission of Argonaut Securities Pty Limited. Argonaut
Securities Pty Limited specifically prohibits the re-distribution of this document, via the
internet or otherwise, and accepts no liability whatsoever for the actions of third parties in
this respect.
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