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SIRIUS RESOURCES NL

Maiden Bollinger Resource Expected Soon

Sirius Resources NL (“Sirius”, “SIR”, “Company”) continues to report
significant nickel and copper mineralisation within the Bollinger deposit. The
latest assay results from recent infill drilling confirm more continuous, thick,
high-grade mineralisation, with nickel grades over 5% and copper grades
over 2%. The resource drill-out is now nearing completion and is expected
to be finished in the coming weeks. Once all drill assays have been received
Sirius will estimate the maiden resource for the deposit, which could be
released as early as July 2013.

Bollinger comprises a central core of massive sulphides overlain by a thick
zone of lower grade disseminated sulphides, with the drill coverage over the
deposit expected to provide a robust, high confidence resource estimate,
which like Nova will have a high proportion of the resource in the Indicated
resource category. Our latest view on the potential size for Bollinger, from
the currently available drill information, remains unchanged, that being the
deposit contains ~5Mt @ 1.8-2.1% Ni and 0.7-0.8 % Cu (ie half the size of
Nova at a slightly lower resource grade), which assumes a nickel to copper
ratio of ~2.5:1. It should be noted, however, that the deposit remains open
to the northeast and to the south and drilling is ongoing.

Our modelling assumes that ~5Mt will come from Bollinger for a combined
Nova-Bollinger mining inventory of ~15Mt. Bollinger adds increased scale
and/or mine life additions, which will have a positive impact on the overall
economics of the project.

Reconnaissance Dirilling in the Eye- 50% Remains to be Tested
The Company continues exploring the large gravity anomaly and other
targets within the Eye Intrusion. Systematic reconnaissance drilling has now
tested ~50% of the prospective area, with drilling continuing to investigate
the remaining area over the coming months. Though no significant high-
grade (nickel and copper) mineralisation outside Nova and Bollinger has
been reported to date, the completed holes provide additional positions for
downhole electromagnetic (DHEM) surveying. The DHEM surveys could
uncover new conductive anomalies and lead to the next discovery. The area
east of Bollinger remains highly prospective and is believed to be the focus
of current exploration within the Eye. Two recently completed DHEM holes
in this area are awaiting survey results.

Yardilla Drilling to Commence Soon

Heritage clearance has now been completed over the Yardilla
electromagnetic (EM) target, which is located ~20km west of Nova. Yardilla
has a conductive response as strong as Nova, but is twice as long as Nova
(conductive response over 3.3km). Drilling of this anomaly can commence
once the Mines Department approves the program of work (POW), which is
expected to take a few weeks. Following approval, the target is likely to be
tested in the coming months (potentially late June).

Valuation $3.93/s ; Maintain Buy Recommendation

Nova represents a robust project development with low technical risk, with
Bollinger adding a new dimension for increased scale. Our sum of parts
valuation for Sirius is $3.93/share. We maintain our Buy recommendation on
the Company, with a Price Target of $4.35/s.
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Price Target - 12 months $4.35

Brief Business Description:
Nickel, copper and gold explorer/developer.

Hartleys Brief Investment Conclusion

New major nickel-copper discoveries (Nova and
Bollinger). Drilling continues to extend mineralisation

w ith more targets to be tested. Province scale. Robust
maiden resource delivered for Nova.
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SUMMARY MODEL

Sirius Resources NL Share Price
SIR $2.600
Share Price $2.600
Market Capitalisation - ordinary A$584m
Net Debt (cash) -$50m
Market Capitalisation - fully diluted A$686m
Bv A3$616m
Issued Capital 224.6m
Options 39.1
Issued Capital (fully diluted inc. all options) 263.7m
Issued Capital (fully diluted inc. all options and new capital) 284.0m
Valuation $3.93
12month price target $4.35

23 May 2013

Jeff Dow ling (Non-Exec Chairman) Unit 5, 5 Mumford Place
Mark Bennett (Managing Director) Balcatta, WA, 6021
Jeff Foster (Technical Director) +61 8 9240 8914
Terry Grammer (Non-Exec Director) +61 8 9240 8915

Buy

www.siriusresources.com.au

Top Shareholders m shares %
Yandal Investments Pty Ltd (Mark Creasy) 41.23m 20.3%
Reserves & Resources Mt Ni% Cu% Co% Nieq %
Nova JORC 102 2.4% 1.0% 0.08% 2.7%
Bollinger Non- JORC 5 1.8-21% 0.7%-0.8%  0.0% 2.5%

P nit Jun 12 30 Jun 13 30 Jun 14 30 Jun 15 30 Jun 16
Net Revenue As$m 0.0 0.0 0.0 175.2 361.9
Total Costs A$m -7 -3.0 -3.6 -62.3 -122.7
EBITDA ASm -1.7 -3.0 -3.6 112.9 239.2 Production Summary Unit Jun15 Jun16 Jun17 Jun18 Jun19
- margin - - - 64% 66% Mill Throughput Mt 0.75 1.50 1.50 1.50 1.50
Depreciation/Amort ASm 0.0 -2.4 -11.2 -31.2 -44.6 Strip Ratio X 0.0 0.0 0.0 0.0 0.0
EBIT ASm -1.7 .4 -14.8 817 194.6 Mined grade Ni % 2.1% 2.1% 2.1% 21% 21%
Net Interest A$m 0.2 18 1.4 -1.2 6.4 Mined grade Nieq % 2.4% 2.4% 2.4% 2.4% 2.4%
Pre-Tax Profit ASm -1.5 -37 -13.4 80.5 201.0 Payable Nickel kt 10.1 203 203 203 203
Tax Expense ASm 0.0 0.0 0.0 0.0 0.0 Payable Nickel Equiv kt 127 252 25.0 24.7 24.4
Normalised NPAT A$m -15 -3.7 -13.4 80.5 201.0 - equiv realised grade % 2.6% 2.6% 2.6% 2.6% 2.5%
Abnormal tems A$m 0.0 0.0 0.0 0.0 0.0 M&l Resource Conversion % nm nm nm nm nm
Reported Profit A$m -15 -3.7 -13.4 80.5 201.0 Mine Life yr 9.8 8.8 7.8 6.8 58
Minority A$m 0 0.0 0.0 0.0 0.0 Assumed Reserve Mt 14.6 13.1 11.6 10.1 8.6
Profit Attrib A$m -1.5 -3.7 -13.4 80.5 201.0 Assumed Reserve - Ni grade % 2.1% 2.1% 2.1% 21% 21%
Assumed Reserve - Cu grade % 0.9% 0.9% 0.9% 0.9% 0.9%
Balance Sheet Unit 30 Jun 12 30 Jun 13 30 14 30Jun 15 30Jun 16
Other Current Assets A$m 0.2 0.5 0.6 126 25.1 Cost per milled tonne $AIt 91 91 91 91 91
Total Current Assets As$m 19 45.4 45.6 1315 3493 EBITDA / tonne milled ore $A/t 151 159 168 168 154
Property, Plant & Equip. ASm 0.1 -2.3 136.5 315.2 270.7
Exploration A$m 129 38.2 515 59.9 68.3 C1: Operating Cash Cost = (a) $A/lb Ni eq 17 17 17 18 18
Investments/other As$m 0.0 0.0 0.0 0.0 0.0 (a) + Royalty = (b) $A/Ib Nieq 20 20 21 21 2.1
Tot Non-Curr. Assets ASm 13.0 35.8 188.0 375.1 338.9 C2: (a) + depreciation & amortisation = (c) $A/Ib Ni eq 28 25 26 26 2.7
Total Assets As$m 14.9 81.2 2335 506.6 688.3 (a) + actual cash for development = (d) ~ $A/Ib Nieq 95 19 19 19 19
C3: (c) + Royalty $A/b Nieq 31 28 29 3.0 3.0
Short Term Borrow ings ASm - - - - - (d) + Royalty $A/Ib Ni eq 9.8 22 22 23 23
Other ASm 0.2 0.3 0.4 5.2 10.2
Total Curr. Liabilities A$m 0.2 0.3 0.4 52 10.2 Price Assumptions Unit Jun15 Jun16 Jun17 Jun18 Jun19
Long Term Borrow ings ASm - - 100.0 268.9 243.4 AUDUSD AS/USS 1.02 1.02 1.01 0.95 0.90
Other ASm - - - - - Nickel Us$/ib 8.8 9.4 9.9 9.6 9.1
Total Non-Curr. Liabil. ~ A$m - - 100.0 268.9 2434 Copper US$/Ib 35 34 34 31 27
Total Liabilities ASm 0.2 0.3 100.4 274.1 253.6 Cobalt Uss/ib 14.8 14.9 15.1 14.1 132
Net Assets ASm 14.7 80.9 133.2 2325 434.7
Cashflow Unit Jun 12 30Jun 13 30 Jun 14 30Jun 15 30 Jun 16
Operating Cashflow A$m -0.8 -2.8 -3.7 105.7 2317 Sensitivity Analysis
Income Tax Paid As$m 0.0 0.0 0.0 0.0 0.0 Valuation FY15 NPAT
Interest & Other A$m 0.3 18 14 -1.2 6.4 Base Case 3.93 80.5
Operating Activities A$m -0.5 -11 -2.3 104.5 238.1 Spot Prices  2.74 (-30.3%) 54.1 (-32.8%)
Spot USD/AUD 0.96, Nickel $6.9/lb,Copper $3.4/lb,Cobalt $12.4/Ib.
Property, Pant & Equip.  A$m 0.0 00  -1500  -2100 0.0 AUDUSD +/-- 3.43 / 4,54 (-12.8% / 15.5%) 64.6/99.9 (-19.7% / 24.1%)
Exploration and Devel. A$m -3.9 -25.3 -13.3 -8.4 -8.4 Nickel +/--10'4.38 / 3.48 (11.4% / -11.4%) 94.3/66.7 (17.1% / -17.1%)
Other A$m 0.0 0.0 0.0 0.0 0.0 Copper +/--1 4.01/3.85 (2.0% / -2.0%) 83.3/77.6 (3.5% / -3.5%)
Investment Activities ASm -3.9 -25.3 -163.3 -218.4 -8.4 Cobalt +/--103.95/ 3.91 (0.6% / -0.6%) 81.3/79.7 (1.0% / -1.0%)
Production + 3.93/ 3.93 (0.0% / 0.0%) 80.5/80.5 (0.0% / 0.0%)
Borrow ings A$m 0.0 0.0 100.0 168.9 -25.5 Operating Cc 3.93 / 3.93 (0.0% / 0.0%) 80.5/80.5 (0.0% /0.0%)
Equity or “tbc capital” ASm 0.0 69.6 65.7 18.8 12
Financing Activities A$m 0.0 69.6 165.7 187.8 -24.3 Year Expires No. (m) $m Ava price % ord
30-Jun-12 0.0 0.0 0.00 0%
Net Cashflow A$m -4.4 43.2 0.1 739 205.4 30-Jun-13 0.0 0.0 0.00 0%
30-Jun-14 0.0 0.0 0.00 0%
Shares Unit 30 Jun 12 30 Jun 13 30 Jun 14 30 Jun 15 30 Jun 16 30-Jun-15 33.6 18.8 0.56 15%
Ordinary Shares - End m 175.8 223.4 243.7 2773 279.3 30-Jun-16 20 1.2 0.60 1%
Ordinary Shares - Weighted m 163.4 199.6 2336 260.5 278.3 TOTAL 35.6 20.0 0.56 16%
Diluted Shares - Weighted m 182.9 238.7 2726 282.8 282.8
Valuation
Ratio Analysis Unit 30 Jun 12 30 Jun 13 30 Jun 14 30Jun 15 30Jun 16 70% Nova+Bollinger (pre-tax NAV at disc. rate of 12%) 11103 3.91
Cashflow Per Share A$ cps -0.3 -0.5 -1.0 40.1 85.6 Other Assets/Exploration 100.0 0.35
Cashflow Multiple X -839.5 -473.6 -264.8 6.5 3.0 Forw ards 0.0 0.00
Earnings Per Share A$ cps -0.9 -18 -5.7 30.9 722 Corporate Overheads -54.1 -0.19
Price to Earnings Ratio X -277.6 -141.3 -45.3 8.4 3.6 Net Cash (Debt) 50.0 0.18
Dividends Per Share AUD - - - - - Tax (NPV future liability) -120.3 -0.42
Dividend Yield % 0.0% 0.0% 0.0% 0.0% 0.0% Options & Other Equity 30.5 0.11
Net Debt / Net Debt + Equity % -13% -125% 29% 39% -23% Total 1116.4 3.93
Interest Cover X 8.8 31 107 66.8 na
Return on Equity % na na na 35% 46%
Analyst: Mike Millikan Last Updated: 23/05/2013

+61 8 9268 3052

"tbc capital” could be equity or debt. Our valuation is risk-adjusted for how this may be obtained.

Sources: IRESS, Company Information, Hartleys Research
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Fig. 1: Fraser Range JV Project, WA (LHS): Yardilla Target West of Nova (RHS)
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Fig. 2: Nova- Bollinger with Latest Drill Results
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SIR has completed
downhole
electromagnetic
(DHEM) surveys on
some reconnaissance
holes drilled within the
Eye intrusion but
many holes remain to
be surveyed

Systematic
reconnaissance
drilling has now tested
~50% of the
prospective area, with
drilling continuing to
investigate the
remaining area

The area to the east
of Bollinger remains
highly prospective and
will be tested in the
coming months

Fig. 5: Cross Section for the 700N Line
T

] T B T T T T T T

S18200mE 518, 00mE 510 400mE 51!50015; 518.600mE 518,700mE 518 800vE 518,900nE 519.000mE 519100
&
West :Qég:p ;\ o G rt’ » é%é\é\'%? East @$'P$
S g‘j é EERE 4‘9: éq:f}:g
st $558 S555 £55 SE5E555S 5
Legand Regolith CROSS SECTION 6,479,700mN
SFRD..,| Proviousy Arnounced A Legend

Drdl Hole Intersection

CLLDEN New Dl Hole rnersaction |

B 'fossve and Breocia Suphides
BRRR DoTinacty Maex, Disseminated

T00 Tracs to Blobby Sulphides

SFRDO0288: 14.88m @ 0.66% Ni, 0.66% Cu
and 3.12m @ 1.11% Ni, 0.51% Cu

and Stringer Sulphides 200mFL

J  NovaFeeder Demond Drill Hol
J Bosnger Damand Dril Hole
o 50 100m

‘~ SFRDO0042: 22.7m @ 0.91% NI, 0.73% Cu
‘ and 20.93m @ 1.56% Ni, 0.65% Cu

BOLLINGER | Toomae

CALSRAL A rrr!
SFRD0053: 7.3m @ 2.2% NI, 0.6% Cu including
1.1m @ 7.45% Ni, 1.06% Cu and 53
17m @ 3.68% Ni, 3.82% Cu including SFRDO0301: 57.10m §

11.1m @ 4.31% Ni, 5.03% Cu including 18.22m @ §.

SFRD0076: 3.6m @ 4.43% Ni, 1.42% Cu ’
f

SFRD0167: 102.82m @ 1.00% Ni, 0.43% Cu
including 62.82m @ 1.41% Ni, 0.57% Cu
including 4.78m @ 4.60% Ni, 1.29% Cu

™7 o T
/- SFRD0267: 74.78m @ 1.32% Ni, 0.53% Cu I

7 SFRD0307: 94.05m @ 0.78% NI,
! 0.34% Cu
/ 4 ! -
SFRD0058: 47.2m @ 1.86% Ni, 0.57% Cu ".
including 36m @ 2.23% Ni, 0.65% Cu
including 3.05m @& 6,1% Ni, 1.31% Cu

0.28% Cu including 4.28m @
1.04% Ni, 0.45% Cu

L' SFRD0257: 51.76m @ 0.56% Ni, l

= SFRDO0S7: 38.9m @ 3.23% Ni, 1.46% Cu =
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Source: Sirius Resources NL
Fig. 6: Drilling over the Eye Intrusion
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Assumed project scale
of 1.5Mtpa, still yet to
be scoped

We still see potential
in the surrounding
targets around Nova-
Bollinger to add more
tonnes to the mining
inventory

Our C1 cash costs
estimates are ~$1.7/Ib
for total cash costs
(C3) of ~$2.9/Ib

Valuation

Nova represents a robust project development with low technical risk. Our modelling
incorporates some additional tonnes to come in from Bollinger and we have adjusted
our mining inventory to be ~15Mt at estimated mined nickel grades of 2.0-2.3% Ni
and 0.8-1.0% Cu, for contained nickel tonnes ~345Kt and contained copper tonnes
~150Kt. With the increase in tonnes we have increased our estimated mine scale to
1.5Mtpa (up from 1.0Mtpa).

We use recoveries of 92% for the nickel and copper as separate saleable
concentrates with strong copper payabilities (Fig.7). Nova and Bollinger have the
dimensions to support sub-level open stoping underground mining with paste fill
used to fill voids to enable close to full ore body extraction. The scale of mining (up
to 90m high open stopes in parts) and high recoveries (conventional flotation with
expected low reagent use) bodes well for low operating costs, which we forecast to
be around $90/t, which implies cash costs in the order of $1.7/lb of NiEq. We
estimate capital costs (yet to be scoped) in the order of A$500m, but note that
Sandfire’s De Grussa Copper Project (which cost just below A$400m for a similar
size operation). A summary of cash costs are provided in Fig.8.

Fig. 7: Nova- Bollinger Key Assumptions

Mining Method Type UG, sub-level open stope
Mining Inventory Mt 15
Nickel Grade % 2.0-2.3
Copper Grade % 0.8-1.0
Mine Scale Mtpa 15
Mine Life Years 10
Recoveries — Ni & Cu % 92
Payabilities - Ni % 70
Payabilities- Cu % 90
Payable Nickel (ave)-100% Ktpa ~20
Payable Copper (ave)-100% Ktpa ~11
Capex (est)- 100% $m 520
Capex (est)- 70% $m 360
Opex per tonne (est) $it 91
Opex per pound (NIiEQ) $/lb 1.7

Source: Hartleys Research Estimates

We use a discount rate of 12%. At this stage we have not added cobalt credits, or
other metal credits which are possible. Our nickel and copper price assumptions are
summarised in Fig 9.

Fig. 8: Nova-Bollinger — Cash Cost Summary
Costs Unit Jun 15 Jun 16 Jun 17 Jun 18
Cost per milled tonne $AIt 91 91 91 91
EBITDA / tonne milled ore $AIt 153 162 172 163
C1: Operating Cash Cost = (a) $A/Ib NiEqg 1.7 17 1.8 1.8
(a) + Royalty = (b) $A/Ib NiEq 2.0 2.0 21 2.1
C2: (a) + D&A = (c) $A/Ib NiEq 2.8 25 2.6 2.6
(a) + development = (d) $A/Ib NiEq 9.5 1.9 1.9 1.9
C3: (c) + Royalty $A/Ib NiEqg 3.1 2.8 2.9 3.0
(d) + Royalty $A/Ib NiEqg 9.8 2.2 2.2 2.3

Source: Hartleys Research Estimates

Page 6 of 9



Hartleys Limited Sirius Resources NL 23 May 2013
Fig. 9: Sirius Resources Preliminary Valuation

Corporate Valuation $m $/per shr
70% Nova+Bollinger (pre-tax NAV @ 12%) 1110.3 3.91
Our sum of parts Other Assets/Exploration outside N&B 100 0.35
Sirius valuation is Forwards 0.0 0.00
A$1,116m or Corporate Overheads -54.1 0.19
$3.93/share which is Net Cash (Debt) 50.0 0.18
based on a fully Tax (NPV future liability) -120.3 -0.42
funded model at a Options & Other Equity 30.5 0.11
70:30 Debt to Equity Total 1116.4 3.93

mix for the Fraser
Range (Nova-
Bollinger)
development

Our forecast metal
prices tend to be
close to, and move in
the same direction as,
sell-side consensus

We have a 12-month
Price Target of
$4.35/share which
attributes some risked
value to the other
conductors
surrounding Nova and
Bollinger, which are
still to be drilled/or
are currently being
drilled

Source: Hartleys Research Estimates

We assume at this stage project interest will be 70% at the mining stage but this may
change after the BFS is delivered. Our valuation is based on a fully funded model,
which assumes a 70:30 debt to equity split.

Fig. 10: Nickel and Copper Price Assumptions
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Source: Hartleys Research Estimates; IRESS

Fig. 11: Price Target
Price Target Methodology Weighting 23/05/2013 12 Month

Nova+Bollinger NPV@12% - 15Mt 84% $3.91 $4.11
Nova+Bollinger+Other Targets NPV@14% - 20Mt 10% $5.15 $5.25
Nova+Bollinger+Other Targets NPV@14% - 25Mt 3% $6.58 $6.91
Nova+Bollinger+Other Targets NPV@14% - 30Mt 2% $8.02 $8.42
Cash Backing 1% $0.19 $0.23
Risk weighted composite $4.16

12 Months Price Target $4.35

Shareprice - Last $2.600

12 mth total return (% to 12mth target + dividend) 67%

Source: Hartleys Research Estimates
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Risks

Key risks for Sirius include delineating an initial mineral resource for Bollinger, and
converting the resource to ore reserve, progressing feasibility studies towards
development of Nova-Bollinger (and the other targets yet to be drilled). At this stage
the Company is still in the deposit definition stage for Bollinger, with a maiden
resource delivered for Nova. The project's economic viability is still yet to be
determined. Assuming a feasible project, funding would be required which adds
more risk to the potential development. Nova and Bollinger at this stage appear to be
of sufficient size and grade to warrant future development. Key assumptions and
risks for our valuation are summarised below.

Key risks include
defining ore reserve
and progressing
feasibility studies
towards development
at Nova-Bollinger

Fig. 12:Key assumptions and risks for valuation

Downside risk to
Risk of not realising valuation if
assumption assumption is
incorrect

Comment

Assumption

Resource Size and Grade Moderate Moderate - High The Nova resource has been used in our
modelling with additional tonnes at a
slightly lower grade expected to come
from Bollinger. Moderate-High downside
risk exists to our valuation if our
assumption for increased tonnes from
Bollinger are incorrect.

Project will be Feasible High Extreme With no reserve (yet) but favourable
metallurgical testwork, we assume project
milestones will be achieved and that the
FS will be positive.

Good Recoveries and Payabilities Low Moderate We expect favourable metallurgy, high
recoveries and high payabilities (little or
no penalties)

Significant capex requirement High High Capital requirements are expected to be
between $450-500m and there is risk that
SIR will not be able to fund project
development. Though we expect the FS
will ultimately be Bankable.

Low operating costs High High Assuming good grade and tonnes,
operating costs are likely to be low due to
the use of bulk underground mining
methods and strong credits.

Commodity prices will meet forecast Moderate Moderate - High We use long-term consensus prices for
our commodity price assumptions, we
believe these price forecasts are
conservative

Conclusion While the assumptions we have used are reasonable, we consider some assumptions as
moderate to high risk and the consequential reduction to our valuation would be significant if
they were not achieved.

Source: Hartleys Research
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