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Nurturing its nickel ambitions despite a tough market

Rusina Mining continues to sell modest amounts of direct-shipping nickel ore, allowing it to maintain its cash
position at a time when many of its smaller resource peers are in a critical condition. The company is able to
maintain a high level of overall activity on its Philippine projects due to various farm-out initiatives with key
industry players, meaning ongoing news flow and potential upside for shareholders.

Fat Prophets initially recommended buying Rusina Mining at 23 cents in March 2007 (Fat Mining 69). Our last
review of this stock was in December (Fat Mining 152).
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From a charting perspective, there has been little change to the outlook for Rusina Mining over recent moths.
As evident on the daily chart, following a steady decline during 2008, prices are now consolidating at the lows.

From a longer-term perspective, given the decline over the past 18 months, several more months of
consolidation is now likely. In our opinion, it will take some time for investor support to turn around and a
sustainable upward trend to emerge.
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Whilst many junior exploration companies around the world suffer from low activity levels due to cash
constraints in the current market environment, Rusina Mining is one of the lucky ones. The company is able to
maintain a high level of overall exploration and development activity on its Philippine projects due to various
farm-out initiatives with key industry players.

This helps ensure that not only there is plenty of news flow to keep shareholders happy and continue the
company’s growth; it also ensures that Rusina is able to maintain its cash reserves at a critical time when
raising money is extremely difficult.

As a reminder to Members, the company’s major focus is on its Acoje project area, which encompassing the
historic Acoje mine. This mine operated from 1935 as Southeast Asia’s largest metallurgical grade chromite
mine, producing more than 10 million tonnes of ore. The underground and surface mining ceased during 1991
due to insufficient sustaining capital and low commodity prices.

Let’s now look at recent December 2008 quarter exploration and development activity at Acoje under Rusina’s
ownership, beginning with the company’s initial project which has so provided the company with a taste of
production and modest cash flow.
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This first project involves DMCI Mining, a subsidiary of Philippines-listed construction company, DMCI Holdings,
and Rusina in an alliancing Direct Ship Ore (DSO) agreement. Under this 50/50 deal, DMCI is responsible for
all of the funding, mining, grade control, rehabilitation, road and port developments, along with marketing and
sales obligations, for the production of 5 million tonnes of direct-shipping nickel ore over a five-year period.

Not surprisingly in the current market environment, the DSO market has virtually ground to a halt, with only
one 7,500 tonne 2.1% Ni trial shipment being despatched to a single Japanese customer. Encouragingly, the
trial shipment was successful and DMCI are reviewing mine plans for possible future cargos.

The New Year has apparently shown some renewed interest in DSO cargos, particularly with respect to those
with higher iron content, but margins nevertheless remain low. Rusina’s partner DMCI has advised that it has
signed a contract to move 50,000 tonnes of 1.3% Ni during February and that negotiations are continuing for
higher-grade 1.8% Ni cargos.

Turning to the company’s second and more larger-scale project in The Philippines, the DMCI ferro-nickel
project also involves partner DMCI. The group is investigating the feasibility of building a ferro-nickel facility
that will guarantee ore supply based on Rusina’s Acoje deposits for up to five years, with Rusina retaining a
40% free-carry in such a project.

Given current market circumstances, there was little activity on this particular project during the past quarter.

Finally, let’s turn our attention to the company’s third and potentially most important medium to longer-term
proposed project, comprising a heap-leach development study in conjunction with European Nickel. This is
where activity was at its peak.

Under the deal, Rusina and European Nickel have entered into a joint venture agreement to investigate the
feasibility of heap leaching the company’s Acoje ore. European Nickel will spend US$10 million on a Feasibility
Study to earn up to a 40% stake in the nickel laterite project.



Trial heap leach pads under construction at Acoje

Duding the December quarter the results of a Pre-feasibility Study conducted by European Nickel were
released, demonstrating estimated annual production of 24,500 tonnes of nickel and 930 tonnes of cobalt at a
cash operating cost of US$3.10/Ib of nickel, net of by-products including refining costs at US$6.00/1b nickel
price and a US$10/1b cobalt price.

The total development cost is estimated at US$498 million, with a post-tax Net Present Value of US$375
million (at a 10% discount rate) and assuming a US$6/Ib nickel price and US$10/Ib cobalt. This would
generate an Internal Rate of Return of 28.3% and a payback period of three years.

The results demonstrate an economically viable nickel laterite project, with a JORC Indicated Resource of
30.76 million tonnes at 1.12% nickel and 0.05% cobalt (at a 0.8% nickel cut-off for saprolite and a 0.9%
nickel cut off for limonite) giving the project an initial mine life of ten years. Mining will be at a low strip ratio
of 0.46.

Further potential resources have been identified, comprising the JORC Inferred Resources at Acoje and the
Zambales Chromite deposit, which are expected to extend the mine life beyond 20 years and are expected to
be confirmed to JORC Indicated Resource levels during the completion of the Definitive Feasibility Study.

The project has now moved into the DFS phase, with the construction of the trial leach facility to demonstrate
the large-scale permeability and recovery of the Acoje ore. First leaching is on schedule for April 2009.

In addition, European Nickel have constructed a research laboratory at Acoje where larger 4 metre column test
work, as well as advanced metallurgical work aimed at enhancing the final mixed-hydroxide products, can be
undertaken as part of the DFS. The permitting of the full scale plant has also commenced and the Chinese
engineering group (China Tianchan Engineering Corporation) have conducted a site visit.

Rusina held cash reserves of A$4.9 million and A$2.2 million in receivables as at the December quarter’'s end,
so there is no need for short-term funding.

We maintain our positive medium to longer-term outlook on Rusina Mining and believe it represents an
extremely cheap and highly leveraged nickel exposure. The company effectively has three project ‘irons in the
fire’, which strengthens its long-term growth position.

There have already been substantial supply-side cuts in the nickel industry, with a lot of proposed expensive,
nickel laterite developments likely to be canned and never see the light of day. This will help drive a sustained



recovery in nickel prices when demand eventually picks up.

Accordingly, Rusina Mining will remain firmly held within the Fat Prophets Mining & Resources
Portfolio.
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Rusina Mining

Rusina Mining is an emerging nickel and precious metals player, focused entirely on its projects in The Philippines. The company is
listed on the Australian Stock Exchange and on the AIM market of the London Stock Exchange. The company has defined a JORC-
compliant resource estimate for its nickel laterite deposit at its Acoje project on the island of Luzon and it commenced mining
operations during the second half of 2007. The Acoje property also hosts chromite, nickel sulphides and platinum group metals. The
company effectively has three project ‘irons in the fire’ with respect to nickel production at Acoje in which it is effectively free-
carried, which strengthens its longer-term growth prospects.
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DISCLAIMER

Fat Prophets has made every effort to ensure the reliability of the views and recommendations expressed in the reports published on its websites.
Fat Prophets research is based upon information known to us or which was obtained from sources which we believed to be reliable and accurate at
time of publication. However, like the markets, we are not perfect. This report is prepared for general information only, and as such, the specific
needs, investment objectives or financial situation of any particular user have not been taken into consideration. Individuals should therefore
discuss, with their financial planner or advisor, the merits of each recommendation for their own specific circumstances and realise that not all
investments will be appropriate for all subscribers. To the extent permitted by law, Fat Prophets and its employees, agents and authorised
representatives exclude all liability for any loss or damage (including indirect, special or consequential loss or damage) arising from the use of, or
reliance on, any information within the report whether or not caused by any negligent act or omission. If the law prohibits the exclusion of such
liability, Fat Prophets hereby limits its liability, to the extent permitted by law, to the resupply of the said information or the cost of the said
resupply. As at the date at the top of this page, Directors and/or associates of the Fat Prophets Group of Companies currently hold positions in ABB
Grain (ABB), Aurora Minerals (ARM), Austal (ASB), Australian Wealth Management (AUW), Avoca Resources (AVO), Avexa (AVX), Argo Exploration
(AXT), BHP Billiton (BHP), Babcock & Brown Japan Property Trust (BJT), Boart Longyear (BLY), Biota Holdings (BTA), Catalpa Resources (CAH),
Catalpa Resource Options (CAHO), Coeur D'Alene Mines (CXC), Fat Prophets (FAT), Fat Prophets Options (FATO), Fosters Group (FGL), Global
Mining Investments (GMI), Lihir Gold (LGL), Lion Selection (LST), Macarthur Coal (MCC), Maryborough Sugar Factory (MSF), Mundo Minerals
(MUN), Mineral Securities (MXX), Mineral Securities Options (MXXO), Newmont Mining (NEM), Oil Search (OSH), Oz Minerals (OZL), Progen Options
(PGLO), Platinum Australia (PLA), QBE Insurance (QBE), Rio Tinto (R1O), Roc Oil (ROC), St Barbara (SBM), Sirtex Medical (SRX), Territory Iron Ord
(TFE), Telstra Corporation (TLS), Tox Free Solutions (TOX), View Resources (VRE), View Resources Options (VREO), Walter Diversified (WDS),
Woodside Petroleum (WPL), Merrill Lynch Gold Fund, Platinum Japan Fund, Gold Bullion. These may change without notice and should not be taken
as recommendations. The above disclaimer does not apply to investments held by the Fat Prophets Australia Fund Limited ACN 111 772 359
(FPAFL).



