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Hi Ho Silver, Away
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Quick Read

MacPhersons Resources (MRP) is exploring and developing its 100% Nimbus - Boorara -
MacPhersons deposits, located near Kalgoorlie, WA. The Company is one of the few on
the ASX offering significant exposure to silver through its high grade (298g/t Ag-Eq)
Nimbus project. Challenges include the potentially variable metallurgical performance
due to the poly-metallic nature (Ag, Zn, Au, Hg) of the deposits. The upcoming drilling
program designed to test the depth extension of existing mineralisation at Nimbus is
expected to extend the current 5.5-year mine life. Argonaut initiates coverage with a
Speculative Buy recommendation.

Event & Impact | Positive

High grade silver: The Company is one of the few on the ASX offering significant
exposure to silver through its high grade (298g/t Ag-Eq) Nimbus silver project. On
Argonaut’s estimate the project could produce ~5.2Moz Ag Eq pa for 7.3 years, subject
to exploration success. The high grades translate into a projected “all-in” sustaining cost
of ~S15/0z Ag on an Ag-Eq basis, producing a buffer against metals price volatility.

Well-developed infrastructure: The Nimbus Project benefits from well-developed
infrastructure due to its proximity to Kalgoorlie. This includes power, water, gas, rail,
roads, airport and a well-established residential mining force. The project is located
~4km from the Trans-Australia railway main line and 15km from a railway crossing and
station. There is substantial existing infrastructure on site, including a 120ktpa oxide
plant, which will be refurbished and expanded to 480ktpa upon development.

Drilling program set to extend mine life: The mineralisation at Nimbus remains open
particularly at depth, limited only by the extent of drilling (to ~200m). Argonaut
considers Resource growth likely with further extension drilling, particularly from the
Ag211 lens. This was also recently verified by an independent SRK technical review.
Significant potential exists to identify additional Ag / Zn lenses, as well as copper rich
lenses based on models of other better explored Volcanogenic Hosted Massive Sulphide
(VHMS) deposits such as Golden Grove and Bentley. A deep diamond hole drilled
recently intersected high grade mineralisation pods of up to 1,500g/t Ag from 514m,
which we consider to be highly encouraging. Whilst Argonaut’s valuation of $0.23 (based
on existing inventory) already supports a development case, our valuation increases to
$0.34 if an additional ~2 years of mine life is factored in. We consider this case probable.

Recommendation

Argonaut initiates with a Spec Buy recommendation with a valuation of $0.34. The stock
is one of the few on the ASX to offer significant silver exposure whilst maintaining a
comfortable margin at depressed spot silver price (<US$20/0z).

Corporate Advisers | Stockbroking & Research | Special Situations Financing | Page 1



Argonaut Research | www.argonaut.com

ARGONAUT

The Natural Choice in Resources

Centralised operation envisaged at

Nimbus...

...incorporating Nimbus, Boorara

and MacPhersons...

...open pit and underground

operations...

...located on the door-stop of

Kalgoorlie

Company drilling at Nimbus to
deliver additional mine life

Project overview

Centralised operation at Nimbus

MRP’s key assets are located around Kalgoorlie, the mining capital of the Eastern
Goldfields region of Western Australia. The Company is in the process of completing its
Feasibility Study, in which a centralised 480ktpa processing facility at Nimbus is
envisaged. The operations incorporate the Nimbus (poly-metallic), Boorara (gold) and
MacPhersons (gold) deposits.

Table 1: Projected production schedule

Projected production schedule

FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22
Nimbus Silver, Zinc, Gold
Boorara Gold
MacPhersons Gold

Source: Argonaut

The operation will commence with an open pit and underground operation at Nimbus.

Figure 1: MRP project overview
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Concurrently, MRP is conducting exploration with the aim to increase the inventory at
Nimbus. Extending the orebody down dip at Nimbus would underpin an expanded
inventory / mine life (currently 5.5 years including the gold operations) and significantly
enhance project economics (NPV from $0.23 to $0.34, assuming ~2 years of mine life
extension).
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Resource / Reserve estimated by
MRP...

...10.8Moz Ag Eq Reserve and
23.4Moz Ag Eq Resource

Extensive infrastructure in place
due to proximity to Kalgoorlie

Classified as a VHMS deposit with
eight lenses identified to date
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Nimbus Silver Project

Resource / Reserve
The Resource / Reserve at Nimbus, Boorara and MacPhersons were estimated by MRP
and independently reviewed by SRK.

Table 2: MRP Resource / Reserve summary

Reserves

Ag Eq basis Mt g/t Ag Moz
Nimbus 1.1 298 10.8
Ag Eq basis Mt g/t Au Moz
Nimbus 4.9 149 23.4
Au Eq basis Mt a/t Au koz
Boorara 7.4 1.1 258
MacPhersons 3.8 1.6 198
Source: MRP

Infrastructure

Nimbus benefits from well-established infrastructure, being on the door-step of
Kalgoorlie. This includes power, water, gas, rail, roads, airport and a well-established
residential mining force. The project is located ~4km from the Trans-Australia railway
main line and 15km from a railway crossing and station.

Table 3: Infrastructure overview

Item Check Comment

Power \Y Existing grid connected to site, gas available

Water \% Water supply from Kalgoorlie

Road/rail \% Well developed road and rail network

Workforce \% Kalgoorlie is the regional centre of the Eastern Goldfields with a population of >30k
Source: MRP

Geology

Nimbus is classified as a Volcanogenic Hosted Massive Sulphide (VHMS) deposit
analogous to Independence Group’s Jaguar / Bently and MMG’s Golden Grove deposits.
Primary silver zinc mineralisation consists predominantly of pyrite, low iron sphalerite,
galena, and silver bearing minerals. Thin zones of semi-massive sphalerite occur with
high silver grades in excess of 500 g/t Ag.

Mineralisation is hosted in quartz-feldspar-porphyry intrusions/felsic volcanic units. A
total of eight mineralised lenses have been identified, with the most significant being the
Western, Eastern and Discovery Zones.

The Nimbus Project lies within the major greenstone belt which extends from Norseman

to Wiluna in the Eastern Goldfields Province. This Province consists of north-north-west
trending greenstone belts intruded by granitic rocks.
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Tangible exploration upside,
particularly at depth...

...with extension to multiple lenses
possible

Potential exists to identify
previously unknown lenses,
including Cu rich ones

Exploration upside

The mineralisation at Nimbus remains open, particularly at depth. The existing Resource
has been limited by the extent of drilling (to ~200m). Argonaut considers the extension
of Resource likely with further extension drilling, particularly at the Ag211 lens.

Figure 2: Ag211 remains open at depth
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Ag211 is one of the six lenses proximal to the Discovery pit. Extensions to other lenses
including Ag214, Ag311 and Ag341 are also considered possible upon further drilling.

Figure 3: Potential extensions to other known lenses
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Source: MRP

Significant potential exists to identify additional Ag / Zn lenses, as well as copper rich
lenses based on the better explored / studied VHMS deposits (e.g. Golden Grove).
Recently, deep drilling at Nimbus has recently intersected Zn-Ag stringer sulphide zones
at depth with up to 20% Zn + 1500g/t Ag at spots, when analysed with a handheld XRF.

Figure 4: Massive sulphide intersected in deep diamond hole

Source: MRP
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Boorara is proposed as an
integrated heap leach operation...

...with 70-80% recoveries projected

Boorara could potentially supply
oxide feed to the Superpit...

...which is located ~10km away

MacPhersons gold mine is located
near Coolgardie and will supply
gold ore feed

Boorara - Heap leach operation

The Boorara deposit is located adjacent (~1km away) to the operation at Nimbus. The
Resource is 258koz @ 1.1g/t. The proposed operation is an oxide, gold heap leach with
potentially high margins due to the low cost nature of heap leach operations and the
strip ratio of ~3:1.

The operation would utilise the processing infrastructure at Nimbus, given the proximity
to the proposed mine.

Recoveries are anticipated to be ~70-80%. The Company is finalising column testwork
from Boorara ores, and expected to announce results in early 2014.

Boorara - Potential feed for the superpit

The oxide feed from Boorara could alternatively be trucked to the Fimiston Operation
(Superpit, Barrick/Newmont JV) ~10km away as a supplement feed. As the Superpit
deepens and the last cut-back (Golden Pride) goes into sulphide, sources of oxide ore are
rapidly diminishing. The right blend of sulphide / oxide material enhances mill
performances at Fimiston and therefore there is the potential for MRP to realise the
value of Boorara through a commercial agreement.

Figure 5: Boorara is ~10km to the Superpit
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Source: MRP

MacPhersons - Gold feed to supplement operation at Nimbus

The MacPhersons gold mine is situated in the south east of the Coolgardie goldfield,
~6km south east of the town of Coolgardie, ~50km from Nimbus. Access is via the Great
Eastern Highway and unsealed roads. The Resource is 198koz @ 1.6g/t.

The ore was previously mined in the 1980s as an open pit to a depth of 40m. MRP is
proposing an open pit operation in staged cut-backs, taking the pit to ~85m.

The ore would supplement the Nimbus plant towards the end of the operation, however

any mine life upside from Nimbus or Boorara would likely push out MacPhersons
production.
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Nimbus plant is capable of
processing different types of ore...

..utilising a Merrill-Crowe circuit, a
flotation circuit, a mercury retort
and a gold heap leach circuit

Company finalising process
flowsheet design

Potential upside include processing
of Cu and Pb rich ore

Capex anticipated to be ~$70m

Processing route

Flowsheet

The proposed processing facility at Nimbus is versatile and capable of processing

different types of ore, including:

9 Oxide / transitional material from Nimbus to produce Ag / Au dore and Hg flasks

9 Sulphide material from Nimbus to produce Ag / Au dore, Zn concentrate and Hg
flasks

 Ore from Boorara to produce Au dore

f Ore from MacPhersons to produce Au dore

Due to the presence of multiple types of ore feed, the plant incorporates a Merrill-
Crowe circuit (catering for the high silver content), a flotation circuit (to produce a Zn
concentrate), a mercury retort (low temperature oven to recover mercury), and a gold
heap leach circuit.

Figure 6: Nimbus indicative flow sheet
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The current proposed circuit is not capable of extracting separate copper and lead
metals, which is significant in places with some assays up to 14% lead and 6% copper.
This could provide further upside should significant amount of copper and lead ore be
delineated in future exploration drilling.

The Company is in the process of finalising its sulphide flowsheet design and Boorara
heap leach column testwork.

Capex requirement

Total start-up capex requirement is estimated to be $58-66m, inclusive of contingencies.
This amount incorporates costs associated with the plant upgrade from 120kt to 480kt,
additional circuits and infrastructure including tailings dams.
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Valuation
Argonaut’s valuation of $0.34 is Argonaut’s valuation of $0.34 is based on the project parameters and price assumptions
based on 7.3 years of mine life... outlined in Table 4. We have assumed a combined mine life of 7.3 years (v existing 5.5

years) by factoring an additional ~¥9Moz Ag. The plant is estimated to process ~453kt ore
pa, producing ~5.2Moz of Ag Eq pa.

Table 4: Project assumptions and valuation

Key Project Assumptions

Ownership % 100
Ore milled (Polymetallic) ktpa 453
Ore processed (heap leach) ktpa 790
Annual Production (Ag) Mozpa 2.4
Annual Production (Ag Eq) Mozpa 5.2
Combined Mine Life yrs 7.3
..contingent upon exploration Start up Capex Asm 70
"All-in" sustaining cost (Ag Eq) A$/oz 15
success at extending
minera'isation at depth Long Term Pricing (uninflated)
Silver US$/oz 15
Gold US$/oz 1300
Zinc us$/Ib 1.0
Mercury US$/oz 3.2
Exchange rate A$:US$ 0.85
Fiscal
Government royalty (Ag, Au, Hg) % 2.5
Government royalty (Zn) % 5.0
Tax Rate % 30.0
Discount Rate % 11.0
Production of ~5.2Moz Ag Eq pa... S
MacPhersons Resources A$m $ps
Nimbus - Boorara - MacPhersons 95 0.27
Corporate -10 -0.03
Cash Estimate 5 0.01
Tax Loss 19 0.05
Debt 0 0.00
Exploration 10 0.03
|Tuta| @ 11.0% Discount Rate 119 0.34 |

Source: Argonaut

...at a forecast ‘all-in’ sustaining Argonaut has assumed $70m start-up capex and “all-in” sustaining cost is estimated to
cost of $15/0z Ag be ~$15/0z Ag on an Ag Eq basis. This cost includes ~$15m in sustaining and
development capex pa. Argonaut has assumed $20m in equity raising at 20c/share.

The project is most leveraged to silver (47% of revenue) followed by Zn (29%), Au (23%)
and Hg (1%).

Figure 7: Projected revenue breakdown

Source: Argonaut
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Challenges include the need to
manage a number of ore types and
products...

...presence of mercury in ore...

Funding required to advance
project and for exploration

Current valuation relies on
exploration success

Risks

Poly-metallic operation

The Nimbus / Boorara / MacPhersons operations produce a range of products including
silver and gold dore, Zn concentrate and liquid mercury (see section on processing route,
page 4) from a variety of ore types. This introduces operational (e.g. stockpile
management / blending) and metallurgical complexities (e.g. periodic reconfiguration of
the mill), potentially resulting in lower mill throughput and variable metallurgical
performance. However, Argonaut notes several successful poly-metallic operations in
WA, including Jaguar-Bentley and Golden Grove. The metallurgical risks could be de-
risked with detailed engineering design and comprehensive sampling / metallurgical
testing. Argonaut understands that the Company is finalising its process flowsheet. The
historical production (predominantly oxide) at Nimbus somewhat mitigates this risk for
the oxide portion of the ore.

Mercury

The mercury at Nimbus is of sufficient concentration to be extracted economically and
forms part of the co-product credit. However, its perceived environmental sensitivity
and the proximity to Kalgoorlie could result in higher processing costs and / or more
stringent environmental requirements. Elevated mercury exists at the transition zone
between oxide and sulphide ore and will require ongoing management and monitoring.
Furthermore, mercury ending up in the zinc concentrate is considered a deleterious
material and could incur a penalty, affecting payability. The extraction process itself is
understood to be relatively straight-forward, involving only a low temperature furnace.

Funding

The project will require funding to complete studies and additional exploration drilling,
as well as progressing to development. The development capex could potentially be
largely funded by debt (e.g. DRM’s $55m debt funding for Andy Well). The existing
shareholder Orion Mine Finance does not have an exclusive right to non-dilutive
financing however could enhance the chance of success for non-equity raising.

Reliance on exploration success

The existing mine life (based on Reserve) is estimated to be ~5.5 years, including ~3
years of gold production from Boorara / MacPhersons. The current exploration
campaign designed to test depth extension of the known ore lenses, if successful, should
extend mine life and significantly reduces this risk. Argonaut has modelled a 7.3 years of
mine life (~2 years additional) at Nimbus, a case we consider probable based on
Resource extension at depth. However, our valuation reduces to 23c should this upside
not eventuate.
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Directors and Management

The following profiles are adapted from the Company’s website.

Mr Ashok Parekh Chairman - Executive Director

Mr Ashok Parekh is a chartered accountant, with over 35 years’ experience, who owns a
large Accounting Practice in Kalgoorlie, which he has operated for 29 years. He was
awarded the Centenary Medal in 2003 by the Governor General of Australia, and was
recently awarded the Meritorious Service Award by the Institute of Chartered
Accountants, the highest award granted by the institute in Australia.

Mr Parekh has over 29 years’ experience in providing advice to mining companies and
service providers to the mining industry. He has spent many years negotiating with
public listed companies and prospectors on mining deals which have resulted in new
IPOs and the commencement of new gold mining operations. He has also been involved
in the management of gold mining and milling companies in the Kalgoorlie region, and
has been the Managing Director of some of these companies. He is well known in the
West Australian mining industry and has a very successful background in the ownership
of numerous businesses in the Goldfields.

Mr Parekh has also been an Executive Chairman of ASX-listed Al Consolidated Gold
Limited (ASX: AYC) since 2011.

Mr Morrie Goodz Managing Director - Executive Director

Mr Morrie Goodz is a mining geologist and a Fellow of the Australasian Institute of
Mining and Metallurgy. He has a degree in chemistry and geology, an MSc in Mining
Geology, an MBA and is a certificated mine manager. Morrie has 35 years’ industry
experience including nine years’ experience in international mineral exploration in North
America and Africa. Since 1985 he has been based in Australia with operational and
strategic management roles at the Al, Morning Star, Daisy Milano and Kalgoorlie
Consolidated Gold Mines. Since 1987, Mr Goodz has been the Principal Consultant of
Goodz GMC, providing geological and mine planning services.

Mr Goodz was responsible for the project conception and discovery of the Daisy Milano
shear zone extension where, amongst other operations, he designed and constructed
the current decline and underground operations to the number 12 Level at the Daisy
Milano gold mine. Mr Goodz was the mine manager of the Daisy Milano mine from
1997-2004.

Mr Goodz has been the Managing Director for Western Australian-based listed
company, MacPhersons Resources Limited (ASX: MRP), since its inception in 2009, with a
corporate focus on gold, silver, zinc and copper projects in the Kalgoorlie - Coolgardie
goldfields of Western Australia.

Mr Goodz has also been a Non-Executive Director of ASX-listed Al Consolidated Gold
Limited (ASX: AYC) since 2011.
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Mr Jeffrey Williams Non-Executive Director

Mr Jeffrey Williams has over 39 years’ industry experience with 16 years’ experience as a
professional mining engineer in Australia and seven years in the stockbroking industry,
and is a Fellow of the Australasian Institute of Mining and Metallurgy. His mining
experience ranges from mine planning, underground management and feasibility studies
through to mine development. From 1972 to 1984, he held various positions with CRA
Limited at Broken Hill in New South Wales. Following completion of his Masters of
Business Administration (MBA) programme in 1987, he played a major role as a Senior
Project Engineer with North Limited. From 1989 to 1996, he specialised in gold mining
research in the stock broking industry. Prior to establishing Nimbus Resources in 1997,
he was the Head of Resources Research at James Capel Australia. Mr Williams was the
Managing Director of Mineral Deposits Ltd for 15 years.

Mr Williams established Nimbus Resources (now Mineral Deposits Limited) in 1997, and
acquired mineral sands assets from BHP-Billiton near Hawks Nest on the New South
Wales coast in 1998. He has since secured the Sabodala gold and Grande Cote zircon
projects in Senegal in West Africa, and commenced gold production in March 2009. The
market capitalisation of Mineral Deposits Limited has increased from AUDS$6 million in
2003 to over AUDS1000 million in 2011. Mr Williams remains an Advisor to Mineral
Deposits.

Mr Williams is also the CEO of World Titanium Resources (WTR).

Mr Randell Ford Operations Manager

Mr Randell Ford is a mining engineer with over 35 years of experience in the minerals
industry. Mr Ford has worked with commodities of silver, lead, zinc, gold and nickel, and
has experience in both pit and underground mining in both technical and management
roles. Mr Ford started his career in base metal mining at Broken Hill, NSW, before
moving to Western Australia in 1985 and becoming involved in gold and nickel mining.

Mr Ford has been involved in senior management roles in various operations around the
Goldfields over the last 20 years, including Mining Manager and Operations Manager
roles in both Nickel and Gold operations. As operations manager, Mr Ford had
successfully overseen the upgrade of a Nickel processing plant from 700,000tpa to
1.2Mtpa while existing operations continued uninterrupted.
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