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MILLENNIUM MINERALS LTD (MOY)

Nullagine getting ready for production growth

Millennium’s (MOY) Nullagine operations finished CY17 (DecQ) strongly to
produce 21.4koz at AISC of A$1,290/0z, which was vastly improved from the
16koz at AISC of A$1,470/0z reported in the SepQ.

The production result, was however, below quarterly guidance due to delays
in accessing some higher grade ores from the Bartons pit cut-back. These
higher grade ore tonnes will now be mined in the current MarQ, which is
forecast to deliver some 18k-20koz, with updated guidance for CY18 to be
released in the coming weeks.

The Nullagine operations achieved CY17 production of 72.8koz at AISC of
A$1,372/0z, which was slightly below the production guidance range for 75k-
80koz but pleasingly within cost guidance AISC of A$1,360 - $1390/0z. The
Company’s realised gold price (avg.) for the DecQ was A$1,637/0z for sales
of A$32.1M (up from A$25.2M). Operating free cash flows were A$11.3M for
the quarter before A$1.8M capex, A$6.2M exploration and A$1.0M on
expansion studies. Cash and bullion was A$22.4M (up from A$20.1M), and
MOY remains debt free. MOY’s current hedge book consists of 12koz at a
gold price (avg.) of A$1,675/0z for delivery by 29 June 2018.

We maintain our Buy recommendation on MOY, with our latest price target of
29cps. MOY continues to trade at a slight discount to our NAV and spot NAV
of 26¢cps (P/NAV 0.84x).The Company appears well poised for production
growth (potential for +100kozpa) and for mine life extensions (+5 years).
Reserves and resources are now being updated.

Maiden Redbeard resource with more to come

Exploration continues to drive value for MOY with ~A$18M spent on
exploration activities in CY17, delivering some outstanding results. In
particular, from the greenfields discovery at the Redbeard prospect, which
within less than two months has been advanced from delineation through to
a maiden oxide resource of 20.6koz (grading 2.6g/t Au). The initial resource
at Redbeard has been estimated over a strike length of 490m, but is part of
the larger Yates trend which spans over 2km. Further growth is anticipated
with the deposit likely to come into the mine plan in the not too distant future.

CY18 exploration underway; Mining at Bartons UG in Q1 CY18
The CY18 exploration program is now underway with 4 drill rigs active with
the drill-out of the Golden Eagle South discovery, which is expected to provide
oxide material and further support the Golden Eagle sulphide study. Drilling
continues to be focused on oxide resource/reserve growth and deeper testing
of the underground potential for the field. The aim is to establish more
sustainable, lower cost ore sources, to provide higher production levels to
maximise free cash generation. Trade-off studies on the potential processing
options to treat sulphide ores are advancing with an update expected soon.

Mining is expected to commence at the Bartons underground this quarter (late
MarQ), with a suitable underground mining contractor in the process of being
appointed. The underground has a current resource for ~98koz (grading
4.9g/t Au), and interim reserve for ~39koz (grading 4.5g/t Au), but with the
system still open, reserves/resources will grow. Low pre-production capital
costs are expected as the underground starts from shallow depths.
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Brief Business Description:
Gold producer in the Pilbara (Nullagine)

Hartleys Brief Investment Conclusion

WA gold producer w ith both production and mine life
grow th potential. Fresh ore processing study well
advanced. Significant exploration upside. Bartons first
underground mine in early CY18.
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Millennium Minerals Limited (MOY)

SUMMARY MODEL

Millennium Min Ltd Share Price
MOY $0.215
Share Price $0.215
Market Capitalisation - ordinary A$169m
Net Debt (cash) -A$22m
Market Capitalisation - fully diluted A$179m
EV A$157m
Issued Capital 787.5m
Options & Rights 46.6m
Issued Capital (fully diluted inc. all options) 834.2m
Issued Capital (fully diluted inc. all options and new capital) 834.2m
Valuation $0.26
12month price target $0.29

P&L Unit 31Dec 15 31Dec 16 31Dec 17 31 Dec 18
Net Revenue A$m 1425 141.6 115.9 159.8
Total Costs A$m -103.2 -99.5 -88.8 -111.9
EBITDA A$m 39.3 421 27.1 47.9
- margin 28% 30% 23% 30%
Depreciation/Amort ASm -11.8 -21.9 -20.2 -24.2
EBIT A$m 274 20.1 6.9 237
Net Interest A$m -4.5 -3.1 0.0 0.0
Pre-Tax Profit A$m 229 17.1 6.9 23.7
Tax Expense A$m 0.0 0.0 0.0 0.0
Normalised NPAT A$m 16.0 119 8.9 30.9
Abnormal Items A$m -6.9 -5.1 -2.1 -7.1
Reported Profit A$m 229 17.1 6.9 237
Minority A$m 0.0 0.0 0.0 0.0
Profit Attrib A$m 229 17.1 6.9 237
Balance Sheet Unit 31 Dec 15 31Dec 16 31 Dec 17 31 Dec 18
Cash A$m 11.4 25.2 29.4 425
Other Current Assets A$m 21.4 20.6 11.2 14.8
Total Current Assets A$m 32.8 45.7 40.6 57.4
Property, Plant & Equip. A$m 33.7 23.1 14.2 3.0
Exploration A$m 15.4 37.2 55.4 75.4
Investments/other A$m 0.0 0.0 0.0 0.0
Tot Non-Curr. Assets A$m 49.1 60.3 69.6 78.4
Total Assets ASm 81.9 106.0 110.1 135.8
Short Term Borrowings A$m 3.7 - - -
Other A$m 11.1 11.1 8.4 10.3
Total Curr. Liabilities A$m 14.8 11.1 8.4 10.3
Long Term Borrowings A$m - - - -
Other A$m 11.4 19.2 19.2 19.2
Total Non-Curr. Liabil. A$m 11.4 19.2 19.2 19.2
Total Liabilities A$m 26.3 30.3 27.6 29.5
Net Assets A$m 55.6 75.7 82.6 106.3
Net Debt ASm -7.7 -25.2 -29.4 -42.5
Cashflow Unit 31Dec 15 31Dec 16 31Dec 17 31 Dec 18
Operating Cashflow A$m 30.6 41.9 33.7 46.1
Income Tax Paid A$m 0.0 0.0 0.0 0.0
Interest & Other A$m -0.9 0.1 0.0 0.0
Operating Activities A$m 29.7 42.0 33.7 46.1
Property, Plant & Equip. A$m -0.6 -0.1 -11.3 -13.0
Exploration and Devel. A$m -1.5 -16.1 -18.2 -20.0
Other A$m -0.6 -10.0 0.0 0.0
Investment Activities A$m -2.7 -26.2 -29.5 -33.0
Net Borrowings ASm -36.6 -4.0 0.0 0.0
Equity or "tbc capital” A$m 19.3 2.0 0.0 0.0
Dividends Paid A$m 0.0 0.0 0.0 0.0
Financing Activities A$m -17.3 -2.0 0.0 0.0
Net Cashflow A$m 9.8 13.8 4.2 131
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Top Shareholders m shares %
IMC Resource Investment Pty Ltd 360.0 45.7%
Board & Management 15.0 1.9%
Reserves & Resources Mt g/t Au Koz
TOTAL RESOURCE & RESERVE
Measured 11.0 13 460
Indicated 11.4 13 470
Inferred 9.4 12 351

Resource (Total) 31.76 1.3 1,280 Dec-16
Bartons UG 0.63 49 98 Jan-18

Reserve (OP) 4.0 1.4 186  Dec-16
Reserve (UG) - Bartons 0.3 4.5 39 Jan-18
Production Summary Unit Dec 15 Dec 16 Dec 17 Dec 18
Mill Throughput Mt 18 2.0 19 17
Strip Ratio X 27 4.0 6.0 6.0
Mined grade gt 1.67 1.62 137 1.96
Combined Recovery & Payability % 83.0% 89.8% 90.0% 91.0%
Gold Prod (Koz) 91.5 86.3 72.8 95.0
Gold Sold (Koz) 92.1 84.4 70.2 95.0
M & | Resource Conversion Mt 22% 32% 39% 22%
Modelled Mining Inventory Mt 12.1 10.3 8.4 6.5
Modelled Mine Life yr 6.3 6.3 55 4.5
Costs Unit Dec 15  Dec 16 Dec 17 Dec 18
Cost per milled tonne $A/t 60.1 66.4 67.0 67.0
EBITDA / tonne milled ore Alt 21.8 215 14.1 28.6
Total cash costs $A/oz 1,128 1,153 1,219 1,179
C1: Operating Cash Cost = (a) $A/oz 804 1,023 1,123 1,057
(a) + Royalty = (b) $A/oz 851 1,077 1,179 1,112
C2: (a) + depreciation & amortisation = (c) $A/oz 932 1,283 1,411 1,312
(a) + actual cash for development = (d) $A/0z 833 1,333 1,543 1,405
C3: (c) + Royalty $A/0z 980 1,337 1,467 1,366

(d) + Royalty $A/oz 881 1,387 1,599 1,460

All In Sustaining Cost (AISC) $A/0Z 1,175 1,213 1,370 1,405
Price Assumptions Unit Dec 15 Dec 16 Dec 17 Dec 18
AUDUSD A$/USS$ 0.74 0.75 0.77 0.78
Gold US$/oz 1133 1227 1277 1303
Gold A$loz 1529 1632 1649 1674
Hedging Dec 15 Dec 16 Dec 17 Dec 18
Hedges maturing? No No Yes Yes

30 January 2018

Sensitivity Analysis

Valuation FY17 NPAT
Base Case 0.26 6.9
Spot Prices 0.26 (1.2%) 4.4 (-36.3%)

Spot USD/AUD 0.81, Gold $1340/0z.

AUDUSD +/--10%

Gold +/--10%
Production +/--10%
Operating Costs +/--10%

Unpaid Capital

0.18/0.35 (-30.6% / 37.3%)
0.34/0.17 (33.5% / -33.7%)
0.33/0.18 (27.6% / -27.6%)
0.20/0.31 (-21.7% / 21.7%)

-3.3/19.3 (-148.5% / 181.4%)
18.1/-4.3 (163.3% / -163.3%)

6.9/6.9 (0.0% / 0.0%)
-1.0/14.7 (-115.0% / 115.0%)

Options and Rights

Year Expires No(m)  $m  Avgprice %ord
Ordinary Shares - End m 742.7 780.9 780.9 780.9 31-Dec-17 0.0 0.0 0.00 0%
Ordinary Shares - Weighted m 480.2 761.8 780.9 780.9 31-Dec-18 9.4 0.0 0.00 1%
Diluted Shares - Weighted m 480.2 761.8 781.0 781.0 31-Dec-19 21.6 17 0.08 3%
31-Dec-20 133 11 0.08 2%
Ratio Analysis Unit 31Dec 15 31Dec 16 31Dec 17 31 Dec 18 31-Dec-21 2.4 1.1 0.45 0%
Cashflow Per Share A$ cps 6.2 5.5 4.3 5.9 TOTAL 46.6 3.9 0.08 6%
Cashflow Multiple X 0.0 0.0 0.0 0.0
Earnings Per Share A$ cps 4.8 2.2 0.9 3.0 Share Price Valuation (NAV) Risked Est. ASm Est. A$/share
Price to Earnings Ratio X 4.5 9.6 24.5 7.1 100% Nullagine (pre-tax NAV at disc. rate of 8%) 195.5 0.23
Dividends Per Share AUD - - - - Exploration & fresh ore upside potential 80.0 0.10
Dividend Yield % 0.0% 0.0% 0.0% 0.0% Forwards 0.0 0.00
Net Debt / Net Debt + Equity % -16% -50% -55% -67% Corporate Overheads -37.3 -0.04
Interest Cover X 6.0 6.5 - - Net Cash (Debt) 22.4 0.03
Return on Equity % 29% 16% 11% 29% Tax (NPV future liability) -49.4 -0.06
Options & Other Equity 1.0 0.00
Hedges 0.6 0.00
Total 212.8 0.26

Analyst: Mike Millikan
+61 8 9268 2805

"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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Only minor
adjustments to our
earnings forecasts

We now model
increased production
in CY18, with the
introduction of
Bartons underground
expected to lift mill
grades, we now
forecast ~95koz at
AISC of ~A$1,405/0z

Hartleys sum of parts
valuation for MOY is
26¢ps

Current spot NAV is
26cps

Hartleys 12 month
price target is 29¢cps

EARNINGS CHANGES

Fig. 1: Earnings Changes

Financial Performance Cyl5 CYilea

Actual  Actual % chg % chg

Production (koz) 91.5 86.3 73.3 728 -0.6% | 96.8 95.0 -1.9%
Net Revenue A$m 142.5 141.6 | 121.6 1159 -4.7% | 162.8 159.8 -1.8%
Total Costs A$m (103.2) (99.5) | (88.9) (88.8) -0.1% | (111.5) (111.9) 0.3%
EBITDA A$m 39.3 42.1 327 27.1 -17.2%| 51.2 479 -6.5%
- margin 0.3 0.3 0.3 0.2 -13.1% 0.3 0.3 -4.8%
Depreciation/Amort A$m (11.8) (21.9) | (20.6) (20.2) -2.0% | (24.9) (24.2) -3.1%
EBIT A$m 27.4 20.1 12.1 6.9 -43.2%| 26.3 23.7 -9.8%
Net Interest A$m (4.5) (3.1) - - na - - na
Pre-Tax Profit A$m 22.9 17.1 12.1 6.9 -43.2%| 26.3 237 -9.8%
Tax Expense A$m - - - - 0.0% - - 0.0%
Normalised NPAT A$m 16.0 11.9 15.7 8.9 -43.2%| 34.2 30.9 -9.8%
Abnormal Items A$m (6.9) (5.1) (8.6) (2.1) -43.2%| (7.9) (7.1) 0.0%
Reported Profit A$m 22.9 17.1 12.1 6.9 -43.2%| 26.3 23.7 -9.8%
Minority A$m - - - - 0.0% - - 0.0%
Profit Attrib A$m 22.9 17.1 12.1 6.9 -43.2%| 26.3 23.7 -9.8%

Source: Hartleys Estimates; Millennium Minerals Ltd (actuals)

VALUATION — UPDATED

Our sum of parts valuation for MOY assumes a further conversion of the current
+1Moz resource to reserve over the coming years, and we assume a +5 year mine
life can be achieved. To achieve the additional mine-life (above the current reserve
position) we expect the Company to have further exploration success within the
extensive shallow oxide prospects and underground options (such as Bartons and
Shearers) to be added to the processing mix throughout the Nullagine region. The
Bartons deposit is expected to be the first underground for MOY, which should come
into the mine plan in early CY18. The processing of some of the fresh ores at
Nullagine requires the expansion of the plant, which is still being estimated but has
indicative costs of A$40-46M.

We value the exploration potential for MOY at a nominal $80M, which we believe is
conservative given regional exploration is in its early stages and the majority of
exploration to date has been brownfields, focussed on outcropping mineralisation
and old workings. Our nominal exploration value also encompasses the fresh ore
material opportunities beneath the existing open pits.

PRICE TARGET

Our price target is based on our sum of parts valuation for the Nullagine project. We
have included weighting for the base case at Consensus and Spot pricing.

Fig. 2: MOY Price Target Methodology

Price Target Methodology Weighting Spot 12 mth out
NPV base case 70% $0.26 $0.29
NPV base case at spot commodity and fx prices 30% $0.26 $0.30
Risk weighted composite $0.26

12 Months Price Target $0.29

Shareprice - Last $0.215

12 mth total return (% to 12mth target + dividend) 37%

Source: Hartleys Estimates
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Hartleys Limited Millennium Minerals Ltd (MQOY) 30 January 2018

RISKS
Solid cashflows continue to be generated from the Nullagine gold operation. With
cash of ~A$22M and no debt, financial risks appear low. Gold prices are volatile but

fundamentals remain favourable.

Fig. 3: Key assumptions and risks for valuation
Assumption Risk of not realising Risk to valuation if Comment

assumption is
incorrect

We assume further exploration success at

Increased production over a Moderate Meaningful
longer mine life Nullagine to further convert the current +1Moz
resources to reserves. We now model

increased production in CY18, with the
introduction of Bartons underground expected
to lift mill grades, we now forecast ~95koz at
AISC of ~A$1,405/0z (this forecast is subject to
change)

Moderate Meaningful Metallurgy is a key risk within the Nullagine
fresh rock and further study work will guide us
on the significant potential that exists within the
fresh ore material at Nullagine

Metallurgy

Small We assume exploration upside for MOY. We
have assumed a relatively small value ($80M)
compared to the significant exploration
potential of the region

Exploration Upside Moderate

Our gold price forecasts are in line with sell

Gold Price High High
side consensus

Our assumptions have associated meaningful risks. Processing of fresh ore has metallurgical risks

Conclusion
which will be mitigated through development study work.

Source: Hartleys Research
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EV/EBITDA BANDS

Fig. 4: Using Hartleys base case commodity forecasts
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Fig. 5: Using spot commodity prices
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Hartleys Recommendation Categories

Buy Share price appreciation anticipated.

Accumulate Share price appreciation anticipated but the risk/reward is
not as attractive as a “Buy”. Alternatively, for the share
price to rise it may be contingent on the outcome of an
uncertain or distant event. Analyst will often indicate a
price level at which it may become a “Buy”.

Neutral Take no action. Upside & downside risk/reward is evenly
balanced.
Reduce / It is anticipated to be unlikely that there will be gains over

Take profits  the investment time horizon but there is a possibility of
some price weakness over that period.

Sell Significant price depreciation anticipated.

No Rating No recommendation.

Speculative  Share price could be volatile. While it is anticipated that,

Buy on a risk/reward basis, an investment is attractive, there
is at least one identifiable risk that has a meaningful
possibility of occurring, which, if it did occur, could lead to
significant share price reduction. Consequently, the
investment is considered high risk.
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The author of this publication, Hartleys Limited ABN 33 104 195 057 (“Hartleys”), its Directors and their Associates from time to time may hold
shares in the security/securities mentioned in this Research document and therefore may benefit from any increase in the price of those securities.
Hartleys and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of a transaction arising from any advice

mentioned in publications to clients.

Hartleys has provided corporate advice within the past 12 months and continues to provide corporate advice to Millennium Minerals Limited for
which it has earned fees. This report was prepared solely by Hartleys 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 Hartleys
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.

Any financial product advice contained in this document is unsolicited general information only. Do not act on this advice without first consulting
your investment adviser to determine whether the advice is appropriate for your investment objectives, financial situation and particular needs.
Hartleys believes that any information or advice (including any financial product advice) contained in this document is accurate when issued.
Hartleys however, does not warrant its accuracy or reliability. Hartleys, its officers, agents and employees exclude all liability whatsoever, in
negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law.
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