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Investment Rationale

e Ore reserves equivalent to 3 years of production maintained for the last 7 years.
e Strong balance sheet with no debt and cash at bank of $55.8 million.

e Flexibility to increase production of nickel ore in response to any increase in nickel price.
o Profit of $35 million on a modest 1,700 tonnes of payable nickel hedged to May 2010.

Nickel Producer Company background
ASX listing code MCR MCR is Australia’s third largest listed nickel producer with annual
Last Price $0.60 production potential approaching 20,000 tonnes. Historically, the company
Shares on issue 198.9 million had a very active regional and near mine exploration program at Kambalda
Unlisted options 3.7 million resulting in significant increases in the nickel resource. Development
Market Cap. $120.4 million B T drilling has maintained ore reserves
52 Week High $3.85 \ i =0 at approximately 3 years of
52 Week Low $0.46 \ p “f__ = == production since the start of mining.
Average monthly turnover 29.8 million = h e ey Exploration  programs evalua'tlng
WWW.miINCor.com.au ¢ = ;,.i“ ¥ gold, bg§e metals and uranium
"\ /‘,: L. opportunities ha\{e t'he potential to
Investment Fundamentals V diversify commodity risk. Strong cash
-~ flow has enabled the company to
Year-end Jun FYO8BA FYO9E FY10E FY11E maintain a dividend flow since 2003.
Sales Revenue ($m) 329.3 1845 1622 1715 In response to the current economic
EBITDA ($m) 1548 390 50.0 500 climate MCR has implemented its
EBIT ($m) 99.2 (28.4) (12.0) (12.7) operational plan to protect its
NPAT ($m) 64.0 (125) (10.0) (4.1) financial position. Cash costs have
EPS (0) 320 (84) (7.6) (4.1) bgen further reduced and high cost
mines have been placed on care and
DPS (¢) 12.0 2.0 2.0 2.0 maintenance. This  approach
Franking (%) 100 100 100 100 = ensures that ore reserves are
Dividend Yield (%) 36 83 83 83| |BE= ._.;,;r‘f ma}:jr:tainsd and dproduction can be
. i i rapi increased once economic
Source: Intersuisse estimates Figure 1: K'fm_'nbalda reg_ion Co%dit);ons improve_
Price Chart mining operations
Source: Mincor Resources NL Nickel operations
$4.00
"N MCR operates two mining centres in the nickel rich Kambalda district of
$3.50 ;\ f/ fm Western Australia. Northern operations comprise the Otter Juan, Coronet,
$3.00 MV Y McMahon and Carnilya Hill mines and are located to the north and east of
5250 V \ the town of Kambalda. The Southern operations comprise the Miitel,
\n Mariners, Redross and Wannaway mines and are centred on the
$2.00 ij\\ Widgemooltha Dome, some 50 km to the south of Kambalda.
$1.50 All mines are owned 100% with the exception of Carnilya Hill which is 70%
$1.00 ) owned and operated by MCR. Ore produced at each of MCR’s mines is
WV‘\M“/\:\ trucked to the BHP Billiton mill at Kambalda and is toll treated to produce
s0%0 N nickel concentrate which is then sold to BHP Billiton under a long-term
$0.00 ‘ ; ; ; ; ; sales agreement. Payment is made to MCR in US$ based on the average
Mar-08  May-08  Jub08  Sep-08  Nov-08  Jan-09 ~ Mar-09 spot nickel price during the third month after delivery.
Production Statistics The Wannaway mine was placed on care and maintenance in August
December quarter 2008 2008 foIIowjng 'the completion of minjng of existing ore reserves. Anq the
Ore mined rr— 180204 Redross mine is due to"close. by mid 2009. As part of the' operational
’ management plan, the Miitel mine was placed on care and maintenance at
Nickel grade % 2.89 the end of December and capital expenditure at the McMahon mine was
Nickel in concentrate tonnes 4,618.3 halted. Full scale production and development activities continue at Otter
Copper in concentrate tonnes 3721 Juan, Carnilya Hill and Mariners.
Cobalt in concentrate tonnes 74.0 With the shift in focus from maintaining the volume of nickel metal
Sales revenue $m 59.31 production to increasing the margin on the ore mined, targeted metal
Direct operating cost $m 36.65 production for 2008/09 has been reduced from 19,500 to 20,500 tonnes to
Royalty costs $m 2.42 16,500 to 17,500 tonnes. Cash operating costs that have been steadily
Operating surplus $m 20.24 reducing from $6.59/Ib Ni in FY07 to $6.40/Ib Ni in FY08 and at the end of
Cash operating cost AS.b 561 the December quarter had further reduced to $5.61/Ib Ni.
Source: Mincor Resources NL
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Reserves and resources

MCR has a stated objective of discovering an additional 250,000
tonnes of nickel in resource over the next 5 to 8 years, providing
a total resource of 400,000 tonnes of contained nickel to be able
to sustain an annual production of 20,000 tonnes for 20 years.

During FY08, MCR again increased its resources base that now
stands at a total of 4.33 million tonnes ore @ 3.87% Ni for a total
of 167,300 tonnes of contained nickel. Ore reserves stand at 1.97
million tonnes @ 2.9% Ni for a total of 57,000 tonnes of
contained nickel, continuing the practice of maintaining a rolling 3
years of reserves ahead of the annual production rate, as
indicated in the figure below.
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Figure 2: Cumulative nickel production and year end reserves

While regional exploration expenditure has been reduced, near
mine exploration is continuing with the objective of adding
substantially to ore reserves and resources so that production
can increase significantly once nickel prices improve.

The success of MCR’s exploration strategy is demonstrated by
extensions to known mineralisation at a number of mines.
Drilling on the Burnett shoot of the Miitel ore system has returned
intersection or 5.58 metres @ 2.74% Ni, 1.3 metres at 4.14$ and
1.1 metres at 8.91% and extending the known mineralisation at
Burnett by 960 metres to the north of the current reserve limit and
still remains open. Underground drilling at Wannaway continues
to confirm the presence of mineralisation below the mine out ore
with intersection that include 3.7 metres at 6.50% Ni.

At the Northern operations, underground drilling is reaping
benefits with potential extensions being identified at Otter Juan
and Carnilya Hill. Intersections of 2.66 metres @12.75% Ni
outside the current ore resource boundary indicates significant
upside potential at the Carnilya Hill ore system.
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Figure 3: Carnilya Hill long section

Source: Mincor Resources NL
Other metals exploration

MCR is also undertaking exploration activities throughout
Australia for base metals, gold and other commodities. A 16-hole
drilling program was completed during the September quarter at
the Tottenham copper project in central New South Wales. A
structural review is currently being undertaken with the objective
of identifying additional untested targets.

A significant gold anomaly at the Caspian Prospect within the
company’s Lake Cowan gold project has been identified. The
anomaly covers an area of 800 metres by 200 metres at the 0.5
g/t gold level, occurring within an arsenic blanket at the 200 ppm
arsenic level.

MCR’s uranium exploration program at the Gascoyne Prospect,
east of Carnarvon in Western Australia is yielding encouraging
results with a number of radiometric anomalies having been
identified.

In the Northern Territory, MCR is undertaking exploratory work in
the Georgina Basin 200 km northeast of Alice Springs to test the
theory that the area can host a new zinc-lead mineralisation
system. The work is being conducted in partnership with Japan
Qil, Gas and Minerals National Corporation which is funding up to
$4.5 million over 3 years to earn a 45% interest in the project.

In Ireland, MCR’s Tipperary (MCR 51%) zinc joint venture covers
a substantial package of contiguous licence areas along
approximately 30 km of the strike of the Rathdowney Trend. A
diamond drilling program was completed during the September
quarter with the best intersection returning 8.55 metres at 0.77%
zinc, including 0.30 metres at 11.2% zinc.

Corporate

As a result of the significant decrease in the price of nickel,
quarterly operating surpluses reported by the company have also
decreased from a high of $48.3 million in the September quarter
of 2007 to $20.2 million for the December quarter 2008.
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While operating cash flow remained positive, MCR announced an
accounting loss for the first half of FY09 of $22.7 mn. The loss
resulted from the reduction in nickel price requiring a pricing
adjustment to the previous year’s earnings as well as the inability
of the Miitel mine to cover its non-cash costs.

On a positive note, the implementation of the Management Plan
has seen MCR’s working capital position (cash and receivables
less creditors and accruals) decline by just $4.3 million to $71.69
million during the quarter even though it paid $4.7 million in
provisional income tax and reduced revenue received by $18.5
million compared to receivables booked in the previous quarter
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As at 31 December 2008, MCR has sold forward a total of 1.700
tonnes of payable nickel metal to May 2010 at an average price
of A$37,259 per tonne. While this represents approximately 13%
of expected production over that period of time, it also represents
a total profit of $35.2 million on the hedge book during the next
17 months.

Recommendation

We rate MCR as a short-term HOLD and a long-term BUY in
recognition of MCR’s debt free status, strong balance sheet and
ability to ramp up production once economic conditions improve
and nickel prices increase in response to the likely increase in
the demand for stainless steel.

as a result of provisional pricing adjustments. MCR remains debt
free and with a strong net cash position.
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Confidential

This document is for the confidential use of the recipients only and is not to be reproduced without the authority of Intersuisse Limited.

Disclaimer

The persons involved in or responsible for the preparation and publication of this report believe that the information herein has been
obtained from reliable sources and that any estimates, opinions, conclusions or recommendations are reasonably held at the time of
compilation. No warranty is made as to the accuracy of the information in this document and, to the maximum extent permitted by law,
Intersuisse Limited and its related entities, their respective directors and officers ("Intersuisse”) disclaim all liability for any loss or damage
which may be suffered by any recipient through relying on anything contained or omitted from this document.

General Advice

The content is of a general nature and is based on a consideration of the securities alone, and as such is conditional and must not be
relied upon without advice from a securities adviser as to the appropriateness to you given your individual investment objectives, financial
situation and particular needs. Whilst this document is based on information and assessments that are current at the date of publication,
Intersuisse has no obligation to provide revised assessments in the event of changed circumstances.

Disclosure

Intersuisse, its directors and associates disclose a relevant interest in securities mentioned in this document. Intersuisse receives
commission from dealing in securities.

Analyst Certification

The analyst responsible for this research report certifies that all of the views expressed reflect his personal views about the securities or
the issuer; and that no part of his remuneration was, is, or will be, related to the recommendations or views expressed by him in the
report. The author owns shares in the Company.
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