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Mincor Resources NL (ASX: MCR) 
US$ nickel price momentum boosts portfolio value                      

The US dollar nickel price at US$9,995/t has recovered some 15% from a mid-June 

low, and is now essentially flat relative to prices at the beginning of the year. Although 

MCR’s near-term strategy prioritises the development of the Widgiemooltha Gold 

Project, we calculate that the in-situ value of the group’s Resources is weighted 70% 

nickel, 30% gold. Thus, we view the recent rebound in the nickel price as providing 

a welcome boost to the group portfolio’s in-situ value.   

 

 

 

 

 

 

 

 

 

 

However, the appreciation in the Australian dollar has largely offset US$ price gains. 

With the Durkin North and Mittel/Burnett Ni Projects requiring a Ni price of A$20,000t 

and A$22,000/t respectively - versus the current spot of A$12,500/t (US$9,995/t @ 

US$0.80) - we suggest the focus will remain very much on the Widgiemooltha Gold 

Project, with management targeting first gold production in the March 2018 quarter.  

Early in July 2017, MCR announced multiple high-grade shallow intercepts at Flinders 

West - outside of the boundaries of the current Widgiemooltha Resource (238koz).  

We note with interest in the recently released June Quarter Activities Report, that a 

follow-up drilling program, resource modelling and mining studies for Flinders West 

are expected to be completed in the September 2017 quarter.  

Management states that if these studies confirm high-quality Reserves at Flinders 

West, the deposit could be mined early in the schedule to improve early cash-flows 

and minimise working capital requirements. We view positive announcements here 

as having the potential to act as significant near-term share price catalysts.  

SOTP-derived target price: A$0.29ps (unchanged) 

Based on a strong cash position, plus our valuations for the gold and nickel assets, 

we calculate MCR’s group equity value at A$61m (A$0.29ps). At current share price 

levels of A$0.205 (close 27 July 2017), we calculate that MCR offers some 40% upside 

potential; we maintain a Speculative Buy (Higher Risk) recommendation on 

this near-term gold producer and nickel option play. Risks to our forecast 

earnings profile and target price include, but are not limited to: commodity price 

(nickel, gold) and exchange rate volatility, production start-dates and production 

profile – particularly at the Widgiemooltha Gold Project, financing – we believe that 

MCR will need external funding (debt/equity) to fund working capital at 

Widgiemooltha, capital, permitting and operating cost risk, grade volatility and/or 

lower than expected grades and estimated Resource tonnage, metallurgy and 

recovery rates.     
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Mincor Resources 

ASX Code MCR 

52 week range A$0.13-A$0.48 

Market Cap (ASm) 39 

Quoted Shares (m) 189 

Av Daily Turnover (shares) 289k 

ASX All Ordinaries 5,832 

2017E BV per share (A$) 0.13 

2017E EPS  (A$) -0.01 

2017A Net Cash/(Debt) (A$m) 12 
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Financial Statements 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Mincor Resources
Year ending June

Profit & Loss Statement (A$M) FY16A FY17E FY18E FY19E FY20E WGP NPV assumptions FY16A FY17E FY18E FY19E FY20E

Revenue 18.6 0.0 20.4 43.7 44.5 Spot Gold  (US$/oz) 1,220 1,250 1,275 1,301 1,327

Mining/Hauling (7.1) 0.0 (6.5) (13.3) (13.6) AUD:USD 0.83 0.75 0.75 0.75 0.75

Processing (10.3) 0.0 (3.4) (7.0) (7.2) Spot Gold (A$/oz) 1,470 1,667 1,700 1,734 1,769

Corporate/Royalty/Other (19.7) (2.5) (3.2) (3.9) (4.0) Mill throughput  (Mt) na 0.0 0.225 0.5 0.5

EBITDA (18.6) (2.5) 7.2 19.4 19.8 Grade (g/t Au) na 1.9 1.9 1.9 1.9

Depreciation & Amortisation (9.2) 0.0 (1.5) (1.5) (1.5) Gold production (koz) na 0.0 12.8 25.6 25.6

Operating profit (27.7) (2.5) 5.7 17.9 18.3 Costs (A$/oz)

NOI (13.8) 5.4 0.0 0.0 0.0 Operating na na 781 797 812

EBIT (41.6) 2.9 5.7 17.9 18.3 AISC na na 1,148 1,008 1,027

Interest income 0.0 0.5 0.4 0.3 0.6 Hedged sales na 0 0 0 0

Interest expense (0.4) (0.4) (0.0) (0.0) (0.0) Hedged sales as % total na na 0% 0% 0%

Tax expense 0.0 0.0 (1.8) (5.5) (5.7)

Reported NPAT (42.0) 3.1 4.3 12.7 13.2 Resource (Gold and Nickel)

Normalised NPAT (28.2) (2.3) 4.3 12.7 13.2 Gold Status Mt Grade (g/t)

Widgiemooltha Gold Project M, I, & Inf. 3.8 2.0

EBITDA Margin (%) na na 35% 44% 44% Jeffreys Find M, I, & Inf. 1.16 1.7

Operating profit margin (%) na na 28% 41% 41% Total M, I, & Inf. 5.0 1.9

EPS Reported (A$) (0.20) 0.01 0.02 0.06 0.06 Nickel Status Mt  (% Nickel)

EPS Normalised (A$) (0.13) (0.01) 0.02 0.06 0.06 Durkin North/Mittel/Burnett M, I, & Inf. 1.3 4.0%

EPS grow th (%) nm nm nm 199% 4% Other M, I, & Inf. 1.5 3.3%

DPS - Declared (A$) 0.00 0.00 0.00 0.00 0.00 Total M, I, & Inf. 2.7 3.6%

Avg. no. of fully-diluted shares (m) 210 211 211 211 211 

YE no. of fuly-diluted shares (m) 211 211 211 211 211 

Cash Flow Statement (A$M) FY16A FY17E FY18E FY19E FY20E

EBITDA (18.6) (2.5) 7.2 19.4 19.8 

Investment in w orking capital 4.7 0.0 (1.5) (1.7) (0.1)

Tax expense 0.0 0.0 (1.8) (5.5) (5.7)

Operating Cash Flow (13.9) (2.5) 3.9 12.2 14.0 

Capex 0.0 (4.5) (6.5) (1.5) (1.5)

Other investments 0.0 0.0 0.0 0.0 0.0 

Investing Cash Flow 0.0 (4.5) (6.5) (1.5) (1.5)

Net interest received / (paid) (0.4) 0.2 0.3 0.3 0.6 

Debt draw dow n / (repayment) (3.9) (4.6) 0.0 0.0 0.0 

Dividends paid 0.0 0.0 0.0 0.0 0.0 

Equity raised / (repaid) (0.2) 0.0 0.0 0.0 0.0 

Financing Cash Flow (4.5) (4.5) 0.3 0.3 0.6 

Non-operating & Other 3.4 5.4 0.0 0.0 0.0 SOTP Valuation (A$m) (A$/share) Comment

Inc/(Dec) in  Cash (14.9) (6.1) (2.2) 11.0 13.2 Widgiemooltha mine investory 28 0.13 

Other gold Resource 3 0.02 

Balance Sheet (A$M) FY16A FY17E FY18E FY19E FY20E Exploration upside 5 0.02 

Cash & Equivalents 18.0 12.0 9.8 20.7 33.9 Gold - unrisked 36 0.17 

Receivables 0.9 0.9 2.0 4.4 4.5 Discount 25%

Inventories 0.0 0.0 1.5 3.3 3.3 Gold risked 27 0.13 

Other Current Assets 0.0 0.0 0.0 0.0 0.0 Durkin North 8 0.04 

PPE and Exploration & Development 17.9 22.4 27.4 27.4 27.4 Miitel/Burnett 3 0.01 

Deferred tax asset 0.0 0.0 0.0 0.0 0.0 Resource not in DFSs 3 0.02 

Other Non Current Assets 0.0 0.0 0.0 0.0 0.0 Exploration upside 3 0.01 

Total Assets 36.9 35.3 40.7 55.8 69.1 Nickel - risked 17 0.08 

Payables and other current Liabilities 1.4 1.4 2.6 4.9 5.0 Tottenham Cu/Au Project /Other 3 0.01 

Short Term Debt 4.0 0.0 0.0 0.0 0.0 Enterprise value 47 0.22 

Long Term Debt 0.9 0.2 0.2 0.2 0.2 Net Cash (FY16A) 13 0.06 

Other Non Current Liabilities 6.5 6.5 6.5 6.5 6.5 Equity value 61 0.29 

Total Liabilities 12.7 8.1 9.3 11.6 11.7 

Total Equity 24.1 27.2 31.5 44.2 57.4 

Net Debt (Cash) (13.2) (11.8) (9.6) (20.5) (33.7)

Substantial Shareholders

JP Morgan Nominees Australia

Citicorp Nominees 

National Nominees

Source: Company, IRESS, State One Stockbroking forecasts            

Nominal A$3m

Company Summary:  Focusing on the Kambalda District of Western Australia, Mincor's 

core strategy is to build a long-term gold business through the early development of gold 

cash flows, while simultaneously maintaining and enhancing an option on the recovery in 

the nickel price. MCR has established 300,000 ounces of gold in Mineral Resources from 

six prospects, in addition to its 99,000 tonnes of nickel in Mineral Resources and a 

number of other gold and nickel exploration prospects.

We calculate that nickel 

accounts for some 70% of 

MCR's in-situ Resource value, 

w ith gold accounting for the 

30% balance.                        

Note: Excludes the Tottenham 

Cu/Au Project in NSW.

DFS adjusted

DFS adjusted

Discounted

Nominal A$3m

90% discount to NPV

Nominal A$3m

Timing/financing risk

NPV from company DFS adjusted for tax and risk

Note: Valuation per shares based on 211m fully diluted shares
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Gold assets 

MCR has accumulated a dominant (500km2) landholding position in the world-

class nickel and gold producing district around Kambalda Western Australia, in 

the heart of the Eastern Goldfields; Kambalda town is some 60km south of 

Kalgoorlie.  

All of MCR’s mines and tenements are owned 100% by MCR, with the sole 

exception of the Carnilya Hill tenements, which are held in a 70:30 JV with 

Celcius Coal Limited (ASX:CLA).  

Figure 1: Mincor mines and tenements in the Kambalda District    

 
Source: Company 
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Following the closure of the group’s operating nickel mines in February 2016, 

MCR’s corporate strategy has been to build a long-term gold business through 

the early development of gold cash flows, while simultaneously maintaining 

the group’s option on a recovery in the nickel price. 

From an initial maiden gold Resource of (only) 71koz in March 2016, MCR has 

quickly established a reasonably-sized Resource of 300koz (spread amongst 

six (6) prospects.  

Five of the prospects – West Oliver, Bass, Hronsky, Darlek, and Flinders – are 

located near the Widgiemooltha town-site (630km east of Perth, Western 

Australia), and collectively form the Widgiemooltha Gold Project (WGP). The 

WGP accounts for some 238koz or 79% of the current total Resource. Jeffreys 

Find, is located northeast of Norseman (720km east of Perth) and accounts for 

some 62koz or 21% of the total Resource. The company has completed open 

pit optimisation studies (carried out by independent mining consultant) on all 

six prospects.    

Figure 2: Gold Mineral Resources (April 2017)   

 
Source: Company  
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General Advice Warning 

The contents of this document have been prepared without taking account of your objectives, financial 

situation or needs. You should, before taking any action to acquire or deal in, or follow a recommendation 

(if any) in respect of any of the financial products or information mentioned in this document, consult your 

own investment advisor to consider whether that is appropriate having regard to your own objectives, 

financial situation and needs. 

 

Whilst State One Stockbroking Ltd believes information contained in this document is based on information 

which is believed to be reliable, its accuracy and completeness are not guaranteed and no warranty of 

accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way 

for any representation, act or omission is accepted by State One Stockbroking Ltd or any officer, agent or 

employee of State One Stockbroking Ltd. If applicable, you should obtain the Product Disclosure Statement 

relating to the relevant financial product mentioned in this document (which contains full details of the 

terms and conditions of the financial product) and consider it before making any decision about whether 

to acquire the financial product. 

 

Disclosure 

The directors and associated persons of State One Stockbroking Ltd may have an interest in the financial 

products discussed in this document and they may earn brokerage, commissions, fees and advantages, 

pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in such 

financial products.  

 

This report was prepared solely by State One Stockbroking Limited. ASX did not prepare any part of the 

report and has not contributed in any way to its content. The role of ASX in relation to the preparation of 

the research reports is limited to funding their preparation by State One Stockbroking Limited, in 

accordance with the ASX Equity Research Scheme. ASX does not provide financial product advice. The 

views expressed in this research report may not necessarily reflect the views of ASX. To the maximum 

extent permitted by law, no representation, warranty or undertaking, express or implied, is made and no 

responsibility or liability is accepted by ASX as to the adequacy, accuracy, completeness or reasonableness 

of the research reports. 

 

The Research Analyst who prepared this report hereby certifies that the views expressed in this research 

document accurately reflect the analyst’s personal views about the company and its financial products. 

The research analyst has not been and will not be receiving direct or indirect compensation for expressing 

the specific recommendations or views in this report. This research at all times remains the property of 

State One Stockbroking Ltd. And as such cannot be reprinted, distributed, copied, posted on the internet, 

in part or whole, without written prior approval from the Executive Director of State One Stockbroking Ltd. 
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