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5 July 2023 
 
ASX Limited 
20 Bridge Street 
Sydney NSW 2000                     (5 pages) 
 
Dear Madam, 
 

RESULTS OF EXTRAORDINARY GENERAL MEETING 
 
I advise that resolutions put to shareholders at today's Extraordinary General Meeting of Members as set out 
in the attached document were passed and decided by way of a poll.  
 
The following information is provided in accordance with section 251AA(2) of the Corporations Act 2001 
(Cth) and ASX Listing Rule 3.13.2. 
 

 Manner in which the securityholder directed the proxy vote (as at 
proxy close): 

Manner in which votes were cast in person or by proxy on a 
poll (where applicable): 

Resolution Description For Against Open Abstain* For Against Abstain*  

1A. Approval of HNC Acquisition 1,324,756,779 21,206,210 1,971,783 561,667,034 
1,327,998,096 

(98.43%) 

21,206,210 

(1.57%) 
561,667,034 Passed 

on a poll 

1B. Approval of the issue of shares 
to Newstride 1,323,962,353 21,885,719 2,028,194 561,725,540 

1,327,260,081 

(98.38%) 

21,885,719 

(1.62%) 
561,725,540 Passed 

on a poll 

2. Approval of the proposed issue 
of Shares to Wanlu 1,806,854,658 2,414,138 2,028,194 98,304,816 

1,810,152,386 

(99.87%) 

2,414,138 

(0.13%) 
98,304,816 Passed 

on a poll 

3. Approval of the proposed issue 
of Shares to Mark Lochtenberg 1,900,940,647 5,906,438 1,962,783 791,938 

1,904,172,964 

(99.69%) 

5,906,438 

(0.31%) 
791,938 Passed 

on a poll 

* Note that votes relating to a person who abstains on an item are not counted in determining whether or not the required majority of votes were cast 

for or against that item. 
 
Yours sincerely 
 

 
Richard Edwards 
Company Secretary 
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NOTICE OF EXTRAORDINARY GENERAL MEETING 

Notice is hereby given that an Extraordinary General Meeting (‘EGM’) of Shareholders is to be convened at 
Chartered Accountants ANZ, Level 9, 33 Erskine Street, Sydney, New South Wales on Wednesday, 5 July 
2023 at 11.00 am (Sydney Time). 

The Explanatory Memorandum and Independent Expert’s Report provide additional information on matters to 
be considered at the EGM. 

The Directors have determined pursuant to regulations 7.11.37 of the Corporations Regulations 2001 (Cth) 
that the persons eligible to vote at the Meeting are those who are registered as Shareholders on Monday, 3 
July 2023 at 7.00 pm (Sydney Time).  

Terms and abbreviations used in the Notice and the Explanatory Memorandum will, unless the context requires 
otherwise, have the meaning given to them in the Glossary. 

ASX takes no responsibility for the contents of this Notice or the Explanatory Memorandum. 

 

Independent Expert’s Report: Shareholders should carefully consider the Independent Expert’s Report 
which accompanies this Notice. The Independent Expert’s Report comments on the fairness and 
reasonableness of the proposed HNC Acquisition (including the issue of shares to Newstride) and contains an 
assessment of the potential advantages and disadvantages of the proposed HNC Acquisition and the issue of 
shares to Newstride to Non-Associated Shareholders.   

The Independent Expert has concluded that the HNC Acquisition is fair and reasonable to Non-
Associated Shareholders, and the proposed issue of the Newstride Shares is not fair, but is reasonable 
to Non-Associated Shareholders. 
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AGENDA 

BUSINESS 

To consider and, if thought fit, pass the following Resolutions, with or without amendment: 

Resolution 1: Approval of the HNC Acquisition and issue of shares to Newstride  

Resolution 1A: Approval of HNC Acquisition for the purposes of Listing Rule 10.1 

'That subject to Shareholder approval being obtained for Resolution 1B, for the purposes of Listing Rule 10.1 
and for all other purposes, Shareholders approve the Company’s acquisition of an indirect 10% interest in HNC 
from Newstride Development Limited (‘Newstride') (via an acquisition of 100% of the issued share capital in 
Tsing Creation, a related body corporate of Shanghai Decent).’ 

Resolution 1B: Approval of the issue of shares to Newstride for the purposes of Item 7, section 611 of 
the Corporations Act 

‘That subject to Shareholder approval being obtained for Resolution 1A, for the purposes of item 7 of section 
611 of the Corporations Act and for all other purposes, approval is given for the Company to issue 381,365,628 
new fully paid ordinary shares in the Company to Newstride (or its nominee) as consideration for the HNC 
Acquisition, as a result of which Shanghai Decent’s Relevant Interest in the Company’s Shares shall increase 
to a maximum of 28.1%.’ 

The Independent Expert’s Report prepared by Lonergan Edwards & Associates Limited has concluded that 
the HNC Acquisition and proposed issue of the Newstride Shares under this Resolution 1 is not fair but 
reasonable to shareholders not associated with Shanghai Decent (‘Non-Associated Shareholders’). 
Shareholders are referred to the report attached to the Explanatory Memorandum. 

Voting Exclusion Statement  
 
The Company will disregard any votes cast in favour of this Resolution 1A or Resolution 1B by or on behalf 
of: 

• Newstride (and its nominee, if any), Shanghai Decent, and any associate of that person or those 
persons; and 

• any other person who will obtain a material benefit as a result of the issue of the securities (except a 
benefit solely by reason of being a holder of ordinary securities in the Company). 

However, this does not apply to a vote cast in favour of a resolution by: 

(a) a person as proxy or attorney for a Shareholder who is entitled to vote on the resolution, in accordance 
with directions given to the proxy or attorney to vote on the resolution in that way;  

(b) the Chairperson as proxy or attorney for a Shareholder who is entitled to vote on the resolution, in 
accordance with a direction given to the Chairperson to vote on the resolution as the Chairperson 
decides; or 

(c) a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity on behalf of a 
beneficiary provided the following conditions are met: 

(i) the beneficiary provides written confirmation to the holder that the beneficiary is not excluded from 
voting, and is not an associate of a person excluded from voting, on the resolution; and 

(ii) the holder votes on the resolution in accordance with the directions given by the beneficiary to 
the holder to vote in that way.  
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Voting Prohibition 

In accordance with item 7 of section 611 of the Corporations Act, Newstride (and its nominee, if any) and its 
associates, and Shanghai Decent and its associates, are excluded from voting in favour of Resolution 1B and 
the Company will disregard any votes cast in favour of Resolution 1B by Newstride (and its nominee, if any 
nominee) and its associates, and Shanghai Decent and its associates. 

Resolution 2: Approval of the proposed issue of Shares to Wanlu 
‘That, for the purposes of Listing Rule 10.11 and for all other purposes, Shareholders approve the issue of 
21,186,979 new fully paid ordinary shares in the Company to Wanlu Investment Co. Ltd. (or its nominee).’ 

Voting Exclusion Statement 

The Company will disregard any votes cast in favour of this Resolution 2 by or on behalf of: 

• Wanlu Investment Co. Ltd. (and its nominee, if any) or any associate of that person or those persons; 
and 

• any other person who will obtain a material benefit as a result of the issue of the securities (except a 
benefit solely by reason of being a holder of ordinary securities in the Company). 

However, this does not apply to a vote cast in favour of a resolution by: 

(a) a person as proxy or attorney for a Shareholder who is entitled to vote on the resolution, in accordance 
with directions given to the proxy or attorney to vote on the resolution in that way;  

(b) the Chairperson as proxy or attorney for a Shareholder who is entitled to vote on the resolution, in 
accordance with a direction given to the Chairperson to vote on the resolution as the Chairperson 
decides; or 

(c) a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity on behalf of a 
beneficiary provided the following conditions are met: 

(i) the beneficiary provides written confirmation to the holder that the beneficiary is not excluded from 
voting, and is not an associate of a person excluded from voting, on the resolution; and 

(ii) the holder votes on the resolution in accordance with the directions given by the beneficiary to 
the holder to vote in that way. 

Resolution 3: Approval of the proposed issue of Shares to Mark Lochtenberg 
‘That, for the purposes of Listing Rule 10.11 and for all other purposes, Shareholders approve the issue of 
2,000,000 new fully paid ordinary shares in the Company to Mark Lochtenberg (or his nominee).’  

Voting Exclusion Statement 

The Company will disregard any votes cast in favour of this Resolution 3 by or on behalf of: 

• Mark Lochtenberg (and his nominee, if any) or any associate of that person or those persons; and 

• any other person who will obtain a material benefit as a result of the issue of the securities (except a 
benefit solely by reason of being a holder of ordinary securities in the Company). 

  



 

4 
 

However, this does not apply to a vote cast in favour of a resolution by: 

(a) a person as proxy or attorney for a Shareholder who is entitled to vote on the resolution, in accordance 
with directions given to the proxy or attorney to vote on the resolution in that way;  

(b) the Chairperson as proxy or attorney for a Shareholder who is entitled to vote on the resolution, in 
accordance with a direction given to the Chairperson to vote on the resolution as the Chairperson 
decides; or 

(c) a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity on behalf of a 
beneficiary provided the following conditions are met: 

(i) the beneficiary provides written confirmation to the holder that the beneficiary is not excluded from 
voting, and is not an associate of a person excluded from voting, on the resolution; and 

(ii) the holder votes on the resolution in accordance with the directions given by the beneficiary to 
the holder to vote in that way. 

Further information in relation to these Resolutions is set out in the Explanatory Memorandum below. 

By order of the Board 

 
 
 
 
Richard Edwards 
Company Secretary 
 
1 June 2023 
  


	NIC - EGM Notice of Meeting  - FINAL.pdf
	1 Background to the Extraordinary General Meeting
	HNC Acquisition
	HNC operates a HPAL project in the IMIP, with a nameplate annual production capacity of 60,000t nickel equivalent and 5,000t cobalt equivalent in a mixed hydroxide precipitate.  On 18 January 2023, the Company entered into the HNC Investment Agreement...
	Under the proposed Newstride Conditional Placement, the Company will issue Newstride (or its nominee) 381,365,628 Shares in satisfaction of the HNC Purchase Price.
	Oracle Acquisition
	On 18 January 2023, the Company entered into the Oracle Acquisition Agreement to acquire an additional 10% interest in the Oracle Nickel Project through the acquisition of shares in Oracle Development and shareholder loans due or owing by Oracle Devel...
	Options
	The Company will acquire options to collaborate with Shanghai Decent on future battery nickel opportunities for an aggregate of US$40 million (collectively, ‘Acquired Options’) as follows:
	(a) The US$25 million option to participate in the future 60,000 tpa DAWN HPAL + Project (now known as the Excelsior Nickel Cobalt (‘ENC’) project); and
	(b) the US$15 million option to invest in and construct a low-grade to high-grade nickel matte converter dedicated to the Oracle Nickel Project.

	2 Key advantages and disadvantages of the HNC Acquisition
	(a) The HNC Acquisition funds the acquisition of the Acquired Assets and Acquired Options
	The Equity Raise (including the Newstride Conditional Placement) is being undertaken primarily to fund the acquisition of the Acquired Assets and Acquired Options, and to provide funds for corporate purposes.
	With respect to the Acquired Assets:
	(b) Payment under the HNC Investment Agreement
	The issue of the Newstride Shares to Newstride (or its nominee) by the Company will satisfy the Company’s US$270 million payment obligation pursuant to the HNC Investment Agreement and facilitate the acquisition of an indirect 10% interest in HNC.
	(c) Demonstrates strong ongoing support from the Company’s major shareholder
	Nickel Industries has established a financial, operational, and strategic partnership with Shanghai Decent and Tsingshan which has been very beneficial to Nickel Industries shareholders and has resulted in Nickel Industries becoming a globally signifi...
	The Newstride Conditional Placement is consistent with (and a continuation of) this established relationship.  If Nickel Industries shareholders’ rejection of the Newstride Conditional Placement adversely affected this relationship, the impact on valu...
	(d) Newstride Conditional Placement is value accretive on a comparative portfolio interest basis
	The Newstride Conditional Placement is value accretive on a comparative portfolio interest basis.
	Further, this assessment does not incorporate any value uplift for ENC and future nickel conversion opportunities at ONI, which are anticipated to be value accretive for shareholders of Nickel Industries (implying a value for the Acquired Options pote...
	(e) Independent Expert’s Report – reasonableness
	The issue of the Newstride Shares under the Newstride Conditional Placement is considered “not fair but reasonable” to Non-Associated Shareholders by the Independent Expert.
	(a) Dilution of Non-Associated Shareholder interests
	The issue of the Newstride Shares will result in the dilution of each Shareholder who is not associated with Shanghai Decent (‘Non-Associated Shareholders’) in terms of their proportionate interest in the Company. However, the Non-Conflicted Directors...
	(b) Shanghai Decent’s level of control
	The issue of the Newstride Shares under the Newstride Conditional Placement will increase Shanghai Decent’s level of control over the Company from a pre-Equity Raise level of 21.3% of the Company’s issued share capital (which was subsequently diluted ...
	However:
	(c) Independent Expert’s Report – fairness
	The issue of the Newstride Shares under the Newstride Conditional Placement is considered “not fair but reasonable” by the Independent Expert on the basis of the guidelines set out in ASIC Regulatory Guide 111. This is because the Newstride Conditiona...
	However, this is to be expected as the Newstride Conditional Placement does not involve a takeover offer (or similar proposal) for 100% of Nickel Industries shares and forms part of a longer term investment strategy.

	3 Resolution 1 - Approval of the HNC Acquisition and the proposed issue of Shares to Newstride
	3.1 Key terms of the HNC Acquisition
	(a) (Consideration) The purchase price for the HNC Acquisition is US$270 million.  Newstride (or its nominee) agrees to subscribe for 381,365,628 Shares at an issue price of A$1.02 in satisfaction of the HNC Purchase Price.
	(b) (Conditions precedent) Completion of the HNC Acquisition is subject to the following:
	(i) (FIRB Condition) the Treasurer of the Commonwealth of Australia or his delegate giving written notice that there are no objections under the Foreign Acquisitions and Takeovers Act 1975 (Cth) (‘FATA’) to the transactions contemplated by the Newstri...
	(A) standard tax-related conditions which are in the form, of those set out in FIRB Guidance Note 12 on ‘Tax Conditions’ (last updated on 9 July 2021); and
	(B) such other conditions that Shanghai Decent consider to be acceptable (acting reasonably); or
	(C) has become, or is, precluded from making an order or decision in respect of the transactions contemplated by the Newstride Subscription Agreement under Part 3 of the FATA;

	(ii) (Shareholder Approval Condition) the shareholders of Nickel Industries approving the HNC Acquisition and the issuance of the Newstride Shares as contemplated by Resolution 1;
	(iii) (Consent Condition) confirmation from the lending bank and facility agent to a facility agreement entered into by HNC (as borrower) in respect of a US$760 million facility, that there are no objections to the HNC Acquisition; and
	(iv) (Newstride Subscription Agreement) entry into the Newstride Subscription Agreement.
	Save for the Shareholder Approval Condition, which is being sought at the Meeting, the status of balance conditions precedent as at the date of this Notice are:
	(i) (FIRB Condition) Shanghai Decent has submitted an application to FIRB to obtain the consents required for the FIRB Condition.  A response from FIRB is expected in the coming months.
	(ii) (Consent Condition) The consent of the lending bank and facility agent has been sought, and the parties are working with the lending bank and facility agent to procure such consent.
	(iii) (Newstride Subscription Agreement) This condition has been satisfied with the Newstride Subscription Agreement entered into on 18 January 2023.

	(c) (Termination) The HNC Investment Agreement can be terminated by:
	(A) mutual agreement of the parties; or
	(B) either party if the conditions precedent set out above in (b) above are not fulfilled on or before 30 September 2023; or
	(C) either party upon the occurrence of any of the following events:
	(1) regulatory action (or contemplated regulatory action) by any governmental body, stock exchange or other competent authorities which has the effect of permanently enjoining, restraining, or otherwise prohibiting the transactions contemplated in the...
	(2) an insolvency event occurring in respect of a party to the HNC Investment Agreement.


	(d) (Completion) 5 Business Days after all Conditions Precedent have been satisfied, expected to occur in July / early August 2023.

	3.2 Approvals sought under Resolution 1
	(a) for the purposes of ASX Listing Rule 10.1, the acquisition of 100% of the issued capital in Tsing Creation from Newstride (as an associate of Shanghai Decent) for the purposes of acquiring a 10% indirect interest in HNC; and
	(b) the issue of the Newstride Shares to Newstride for the purposes of item 7 of section 611 of the Corporations Act which will result in Shanghai Decent acquiring a Relevant Interest of 28.1% of the Company’s voting shares.

	3.3 Background to item 7 of section 611 of the Corporations Act
	(a) from 20% or below to more than 20%; or
	(b) from a starting point that is above 20% to below 90%.
	(a) are the holder of the securities;
	(b) have the power to exercise, or control the exercise of, a right to vote attached to the securities; or
	(c) have the power to dispose of or control the exercise of a power to dispose of the securities.

	3.4 Prescribed information for the purposes of item 7 of section 611 of the Corporations Act
	(a) Identity of Newstride and its Associates
	(b) Maximum extent of the increase in voting power of Shanghai Decent and its associates
	(i) the Company has 3,024,257,273 Shares on issue; and
	(ii) Shanghai Decent (and its associates) currently have voting power in respect of 581,770,912 shares (equal to 19.24%).
	The maximum extent of the increase in Shanghai Decent (and its associates) Voting Power in the Company is from 19.24% to approximately 28.1%. This is illustrated as follows:

	(c) Voting power of Shanghai Decent will have as a result of the HNC Acquisition
	As a result of the Newstride Conditional Placement, Shanghai Decent’s Voting Power in the Company will be 28.1% if the HNC Acquisition is approved and the Newstride Conditional Placement is completed.

	(d) Reasons for the HNC Acquisition
	The Newstride Shares are being issued to Newstride (or its nominee) as consideration under the HNC Investment Agreement.
	See sections 1 & 2 for further details with respect to the HNC Acquisition.

	(e) When the HNC Acquisition is expected to occur
	The Newstride Shares will be issued to Newstride (or its nominee) at completion of the HNC Acquisition which is currently anticipated to occur no later than 6 October 2023, subject to the satisfaction of the conditions precedent under the HNC Investme...

	(f) Material terms of the HNC Acquisition
	The material terms of the HNC Acquisition are set out in section 3.1 of this Explanatory Statement.

	(g) Details of relevant agreements that are conditional on the HNC Acquisition
	Newstride Subscription Agreement
	Newstride and its Associates agree that the completion under the Newstride Subscription Agreement and issue of the Newstride Shares to Newstride (or its nominee) by the Company will satisfy the Company’s US$270 million payment obligation pursuant to t...
	Completion of Newstride Subscription Agreement is conditional on the conditions precedent in clause 3.1(b)(i), 3.1(b)(ii), and 3.1(b)(iii), and the HNC Investment Agreement becoming unconditional and not terminating before completion of the Newstride ...
	Oracle Investment Agreement
	The Company’s ability to perform its obligations under the Oracle Investment Agreement for the Oracle Acquisition is directly conditional on the HNC Acquisition and the issue of the Newstride Shares under the Newstride Conditional Placement being appr...
	If the HNC Acquisition and the issue of the Newstride Shares under the Newstride Conditional Placement is not approved, the Company will not be able to proceed with the acquisition of the additional 10% interest in the Oracle Nickel Project and its in...
	If this were to occur, the Company’s relationship with Shanghai Decent may also be adversely affected.
	Nickel Matte Converter Agreement
	The Nickel Matte Converter Agreement is directly conditional on completion of the Oracle Investment Agreement.
	If the Company is unable to proceed with the Oracle Acquisition, then the Company will not be able to proceed with the US$15 million option to invest in and construct a low-grade to high-grade nickel matte converter dedicated to the Oracle Nickel Proj...

	(h) Shanghai Decent and its Associates intentions regarding the Company
	Shanghai Decent has confirmed to the Company that it has no intention to:
	(i) make any changes to the business of the Company;
	(ii) inject any further capital into the Company at this time;
	(iii) make any changes to the existing employees of the Company that are inconsistent with the Board’s current strategies and efforts to properly resource the Company to deliver on its stated objectives;
	(iv) transfer any of the Company’s assets between the Company and Shanghai Decent or any of its Associates;
	(v) redeploy any of the Company’s fixed assets; or
	(vi) change the Company’s financial or dividend distribution policies.
	The statements set out above are statements of the current intention of Shanghai Decent and its Associates only and may vary as new information becomes available or circumstances change.

	(i) Interest of Directors in Resolution 1
	Shanghai Decent (being an Associate of Newstride) has two nominee directors on the Board of the Company (of a total of six directors), being Mr Weifeng Huang and Mr Binghe Xiang.
	Mr Huang has been the Shanghai Decent nominee director since April 2018 and Mr Xiang was appointed on 9 May 2023, and it is currently intended that they will remain as the two nominee directors of Shanghai Decent following completion of the proposed H...
	Mr Huang and Mr Xiang have an interest in the HNC Acquisition by virtue of being a related party of Shanghai Decent who is an Associate of Newstride.
	None of the Directors other than Mr Huang and Mr Xiang have an interest in the Newstride Conditional Placement.


	3.5 Approval for the purposes of Listing Rule 10.1
	10.1.1  a related party of the entity;
	10.1.2  a child entity of the entity;
	10.1.3  a person who is, or was at any time in the six months prior to the transaction a substantial (10%+) holder in the entity;
	10.1.4  an associate of a person referred to in Listing Rule 10.1.1 to 10.1.3; or
	10.1.5  a person whose relationship with the Company or person referred to in Listing Rules 10.1.1 to 10.1.4 is such that, in ASX’s opinion, the transaction should be approved by the Shareholders,

	3.6 Information required to be provided to Shareholders under Listing Rule 10.5
	(a) the Company is acquiring an indirect 10% interest in HNC from Newstride;
	(b) Newstride is an Associate of Shanghai Decent (who holds 19.24% of the issued share capital in the Company), and therefore falls within Listing Rule 10.1.4;
	(c) the consideration for the HNC Acquisition is US$270 million, to be issued as Shares under the Newstride Conditional Placement;
	(d) completion of the HNC Acquisition will occur 5 Business Days after satisfaction of the Conditions Precedent described in section 3.1(b) above.  The Conditions Precedent must be satisfied on or before 30 September 2023;
	(e) a summary of the material terms of the HNC Acquisition is set out in section 3.1 above;
	(f) as set out in section 2 of the Explanatory Statement, the Company has engaged Lonergan Edwards & Associates Limited to prepare an Independent Expert’s Report in connection with the HNC Acquisition and Conditional Placement which is set out in Appe...

	3.7 Additional ASX Listing Rules approvals
	(a) Listing Rule 7.1 as the issue of the Newstride Shares to Newstride falls under Listing Rule 7.2 exception 8; and
	(b) Listing Rule 10.11 as the issue of the Newstride Shares to Newstride falls under Listing Rule 10.12 exception 6.

	3.8 Consequences of Resolution 1
	(a) the HNC Acquisition;
	(b) the Oracle Acquisition (on which completion of the HNC Acquisition is a condition precedent);
	(c) the US$15 million option to invest in and construct a low-grade to high-grade nickel matte converter dedicated to the Oracle Nickel Project for US$110 million pursuant to the terms of the Nickel Matte Converter Agreement.

	3.9 Board Recommendation

	Upon completion of the Equity Raising
	As at the date of this Notice 
	Item 
	3,428,809,880
	3,024,257,273
	Number of Shares on issue
	Relevant Interest in Shares held by Newstride 
	381,365,628
	0
	Relevant Interest in Shares held by Newstride and its Associates (relevantly, Shanghai Decent)
	963,136,540
	581,770,912
	Voting power of Newstride and its Associates (relevantly, Shanghai Decent)
	28.1%
	19.24%
	4 Resolution 2 and Resolution 3 - Approval of the proposed issue of Shares to Mark Lochtenberg and Wanlu
	4.1 Overview of ASX Listing Rule 10.11

	unless it obtains shareholder approval.
	4.2 Resolution 2: Wanlu Conditional Placement

	(h) A voting exclusion statement is included in the Notice for Resolution 2.
	(i) The Wanlu Shares will be issued pursuant to the Wanlu Subscription Agreement, all material terms of the Wanlu Subscription Agreement are set out in this section 4.2.
	4.3 Resolution 3: Lochtenberg Conditional Placement

	Under ASX Listing Rule 10.13, the following information must be provided to Shareholders in advance of seeking Shareholder approval under ASX Listing Rule 10.11 with respect to the issue of the Lochtenberg Shares:
	(a) the Lochtenberg Shares will be issued to Lochtenberg (or his nominee).
	(b) Mark Lochtenberg falls within Listing Rule 10.11.1, as he is a related party of the Company (as a non-executive director).
	(c) The maximum number of fully paid ordinary shares to be issued to Mark Lochtenberg (or his nominee) is 2,000,000.
	(d) The Lochtenberg Shares are fully paid ordinary shares and will rank equally in all respects with the Company’s existing Shares on issue.
	(e) The Lochtenberg Shares will be issued no later than one month after the date of the Meeting (or such longer period of time as ASX may in its discretion allow).
	(f) The Lochtenberg Shares will be issued at A$1.02 per Share, being the price per share applicable to all Shares pursuant to the Equity Raise.
	(g) The proceeds will be put towards funding the Oracle Acquisition and the Acquired Options with excess funds being used to strengthen the Company’s balance sheet and provide additional capital for general corporate purposes.
	(h) The proposed issue of the Lochtenberg Shares is not intended to remunerate or incentivise Mark Lochtenberg in his position as non-executive director.
	(i) A voting exclusion statement is included in the Notice for Resolution 3.
	(j) The Lochtenberg Shares will be issued pursuant to the Lochtenberg Subscription Agreement, all material terms of the Lochtenberg Subscription Agreement are set out in this section 4.3.
	(k) Except as provided for in this Notice, the Company believes that there is no other information that would be reasonably required by Shareholders to pass Resolution 3.
	Appendix 1 – INDEPENDENT EXPERT’S REPORT
	20230516 - Nickel Industries IER.pdf
	Acquired Assets and the Conditional Placement
	1 On 18 January 2023, Nickel Industries Limited (Nickel Industries or the Company) announced it had executed an Electric Vehicle Battery Supply Chain Strategic Framework Agreement (Agreement) with Shanghai Decent Investment (Group) Co., Ltd (Shanghai ...
	(a) PT Huayue Nickel Cobalt (HNC) – the Company is to acquire an indirect 10% interest in HNC from Newstride Development Limited (Newstride) (an entity within the Tsingshan Holding Group (Tsingshan) and an affiliate of Shanghai Decent) for US$270 mill...
	(b) Oracle Nickel Project (ONI) – Nickel Industries will acquire an additional 10% interest in ONI for US$75 million (ONI Acquisition), increasing the Company’s total interest in ONI to 80%.

	2 The Company has also acquired options to collaborate with Shanghai Decent on future battery nickel opportunities for US$40 million (collectively the Acquired Options):
	(a) Excelsior Nickel Cobalt Project (ENC)0F  – an option for participation in, and construction of, a nickel sulphate and electrolytic nickel plant using the HPAL process for US$25 million
	(b) nickel matte conversion opportunity – an option to invest in and construct a low-grade to high-grade nickel matte converter at the IMIP for ONI for US$15 million.

	3 The Company proposes to fund the acquisition of the Acquired Assets and Acquired Options by way of an equity raise of US$495 million (Equity Raise), comprising:
	(a) a US$185 million fully underwritten institutional placement comprising the issue of 259.1 million new ordinary shares at A$1.02 per share, representing approximately 9.5% of the total shares of the Company prior to the issue (Institutional Placeme...
	(b) subscription agreements for the issue of shares on a non-underwritten basis (collectively the Conditional Placement):
	(i) a US$270 million placement to Newstride2F  or its nominee (defined as the Newstride Conditional Placement)
	(ii) a US$15 million placement to Shanghai Wanlu Investment Co. Ltd (Wanlu) or its nominee
	(iii) a US$1.4 million placement to Non-Executive Director Mr Mark Lochtenberg (or his nominee)

	(c) a non-underwritten share purchase plan (SPP) to eligible shareholders in Australia and New Zealand, with the SPP raising US$24 million3F .

	4 In addition to the payments for both the Acquired Assets and Acquired Options, Nickel Industries intends to apply US$60 million of the proceeds of the Equity Raise towards assessment of new near-term nickel laterite opportunities including resource ...
	5 It is important to note that in order for Nickel Industries to secure the Acquired Assets and Acquired Options shareholder approval for the Newstride Conditional Placement4F  is required5F .  Nickel Industries shareholder approval is also required i...
	Nickel Industries
	6 Nickel Industries is an Australian company that is a globally significant, low-cost producer of nickel pig iron (NPI), a key ingredient in the production of stainless steel.  The Company has established a financial, operational and strategic partner...
	(a) 80% interests in the Hengjaya and Ranger Nickel Projects (HNI and RNI), both of which include two rotary kiln electric furnace (RKEF) processing facilities located in the IMIP
	(b) an 80% interest in the Angel Nickel Project (ANI), which includes four RKEF processing facilities and a power plant located in the Indonesia Weda Bay Industrial Park (IWIP) on Halmahera Island in Indonesia’s North Maluku province
	(c) a 70% interest in ONI, which includes four RKEF processing facilities and a power plant located in the IMIP.  Commissioning of ONI commenced on 15 November 2022 and all the RKEF facilities were operational by March 2023.

	7 Nickel Industries also owns an 80% interest in the Hengjaya Mineralindo Nickel Mine (Hengjaya Mine), a large tonnage, high grade nickel laterite deposit located in the Morowali Regency of Central Sulawesi, Indonesia.  The deposit is located just 12 ...
	Shanghai Decent
	8 Shanghai Decent operates as an investment company within Tsingshan and is responsible for the development of the IMIP and IWIP.  Tsingshan is involved in manufacturing, sales, warehousing, investment, and import and export trade.  The group’s main p...
	9 Nickel Industries and Tsingshan have a longstanding relationship pre-dating the Company’s initial public offering in 2018, with Nickel Industries supplying nickel laterite to Tsingshan’s IMIP operations.  Collaboration between Nickel Industries and ...
	Scope / purpose
	HNC Acquisition

	10 The HNC Acquisition is deemed a transaction with persons in a position of influence (i.e. a related party) under the Australian Securities Exchange (ASX) Listing Rules and requires the approval of Nickel Industries shareholders that are not conside...
	Newstride Conditional Placement

	11 Section 606 of the Corporations Act 2001 (Cth) (Corporations Act) generally prohibits the acquisition of a relevant interest in issued voting securities of an entity if the acquisition results in a person’s voting power in a company increasing from...
	12 As Shanghai Decent (as a result of its affiliation with Newstride) will increase its relevant interest in Nickel Industries from 21.3%8F  to 28.1% as a result of the Newstride Conditional Placement, there is a regulatory requirement for Nickel Indu...
	Independent expert’s report

	13 The Independent Directors of Nickel Industries have elected to commission an IER to discharge the above disclosure obligations.  Accordingly, the Independent Directors of Nickel Industries have requested Lonergan Edwards & Associates Limited (LEA) ...
	(a) the HNC Acquisition is fair and reasonable to shareholders of Nickel Industries not associated with Shanghai Decent9F
	(b) the Newstride Conditional Placement is fair and reasonable to the shareholders of Nickel Industries not associated with Shanghai Decent.

	14 LEA is independent of Nickel Industries and Shanghai Decent (and Tsingshan generally) and has no involvement with or interest in the outcome of the HNC Acquisition or the Newstride Conditional Placement other than the preparation of this report.
	Summary of opinion
	15 LEA has concluded that:
	(a) the HNC Acquisition is fair and reasonable to Nickel Industries Shareholders
	(b) the Newstride Conditional Placement is not fair but is reasonable to Nickel Industries Shareholders.

	16 We have arrived at these conclusions for the reasons set out below.
	Assessment of fairness and reasonableness
	HNC Acquisition
	Assessment of fairness


	17 Pursuant to Australian Securities & Investments Commission (ASIC) Regulatory Guide 111 – Content of expert reports (RG 111) a related party transaction is “fair” if the value of the financial benefit being offered by the entity to the related party...
	18 The consideration of US$270 million for a 10% interest in HNC is less than our valuation assessment of this 10% interest, which we have assessed on an indicative basis at US$340 million to US$400 million (refer Section V).  This indicative valuatio...
	19 The consideration payable for the HNC Acquisition reflects (inter alia) the established nature of the project and is broadly consistent with other transactions for HPAL interests, particularly when considered in conjunction with the option for the ...
	Assessment of reasonableness

	20 Pursuant to RG 111, a transaction is reasonable if it is fair.  Consequently, we have concluded that the HNC Acquisition is both fair and reasonable11F .
	Newstride Conditional Placement
	Assessment of fairness


	21 RG 111 requires that the fairness of the Newstride Conditional Placement be assessed by comparing the controlling interest value of Nickel Industries shares prior to implementation of the Newstride Conditional Placement with the portfolio value of ...
	22 In order for the Newstride Conditional Placement to be “fair” under RG 111, the portfolio value of Nickel Industries shares following implementation of the Newstride Conditional Placement must be equal to, or greater than, the controlling interest ...
	23 This comparison is set out below:
	24 Based on the above we have concluded that the Newstride Conditional Placement is not fair when assessed based on the guidelines set out in RG 111.
	Assessment of reasonableness

	25 As stated above, under RG 111 a transaction is “reasonable” if it is fair, however it may also be reasonable notwithstanding being “not fair”, if the expert concludes that the advantages of the Newstride Conditional Placement outweigh the disadvant...
	26 In considering whether the Newstride Conditional Placement is reasonable, we have initially considered whether Nickel Industries Shareholders are likely to be better off from a value perspective if they approve the Newstride Conditional Placement b...
	27 Accordingly, we have reduced our controlling interest value prior to the Newstride Conditional Placement by a minority interest discount12F  in order to estimate the corresponding portfolio interest value of Nickel Industries shares.
	28 The majority of the US$4 million total transaction costs which will be incurred under the Equity Raise are associated with the Institutional Placement and SPP, noting the minor component attributable to the Newstride Conditional Placement.  These c...
	29 Based on the above, the Newstride Conditional Placement is, prima facie, reasonable to Nickel Industries Shareholders when considered solely from a portfolio value perspective.
	Advantages and disadvantages

	30 In assessing whether the Newstride Conditional Placement is reasonable we have also had regard, in particular, to the advantages and disadvantages of the Newstride Conditional Placement (including the related HNC Acquisition) as regards the non-ass...
	(a) the Equity Raise (including the Newstride Conditional Placement) is being undertaken primarily to fund the acquisition of the Acquired Assets and Acquired Options, and to provide funds for corporate purposes.  With respect to the Acquired Assets:
	(i) the Newstride Conditional Placement is directly linked to securing the indirect 10% interest in HNC which is value accretive for Nickel Industries shareholders and consolidates Nickel Industries’ entry into the EV supply chain and the related prod...
	(ii) the Equity Raise also funds the acquisition of the additional 10% interest in ONI on favourable terms and aligns Nickel Industries’ interests in its RKEF plants, providing incremental production capacity and value to the Company.  The ONI Acquisi...

	(b) the Acquired Options (which are a component of the Agreement and are linked to the approval of the Newstride Conditional Placement) provide a strategic advantage, securing the rights for the Company to collaborate with Shanghai Decent on future ba...
	(c) Nickel Industries has established a financial, operational and strategic partnership with Shanghai Decent and Tsingshan which has been very beneficial to Nickel Industries shareholders and has resulted in Nickel Industries becoming a globally sign...
	(d) the Newstride Conditional Placement is value accretive on a comparative portfolio interest basis.  Further, this assessment does not incorporate any value uplift for ENC and future nickel conversion opportunities at ONI, which are anticipated to b...
	(e) pursuant to the Newstride Conditional Placement, Shanghai Decent will increase its interest in Nickel Industries from 21.3%13F  to 28.1%, an interest which from a regulatory perspective implicitly reflects an increased degree of control over the C...
	(i) the Newstride Conditional Placement is not expected to have an impact on the day to day operations or control of the Company (noting that Shanghai Decent will not have any additional Board representation)
	(ii) under the creep provisions, as set out in s611(9) of the Corporations Act, a holder of more than a 20% interest may acquire an additional 3% interest every six months

	(f) the Newstride Conditional Placement is not “fair” when assessed based on the guidelines set out in RG 111.  This is because the Newstride Conditional Placement does not provide value to Nickel Industries shareholders which is equal to the full con...

	31 As indicated above there are a number of advantages and disadvantages associated with the Newstride Conditional Placement.  However, the Newstride Conditional Placement (as part of the Equity Raise) enables Nickel Industries to finance the HNC Acqu...
	32 For the reasons set out above, in our opinion, the Newstride Conditional Placement is therefore not fair but is reasonable to Nickel Industries Shareholders in the absence of a superior proposal.
	General
	33 This report contains general financial product advice only and has been prepared without taking into account the personal objectives, financial situations or needs of individual Nickel Industries’ Shareholders.  Accordingly, before acting in relati...
	34 Furthermore, this report does not constitute advice or a recommendation (inferred or otherwise) as to whether Nickel Industries Shareholders should vote for, or against the HNC Acquisition and the Newstride Conditional Placement.  This is a matter ...
	35 For our full opinion on the HNC Acquisition and Newstride Conditional Placement and the reasoning behind our opinion, we recommend that Nickel Industries Shareholders read the remainder of our report.
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	I Acquired Assets and the Conditional Placement
	Key terms
	36 On 18 January 2023, Nickel Industries announced it had entered into an Electric Vehicle Battery Supply Chain Strategic Framework Agreement (Agreement) with Shanghai Decent.  The Company has further entered into binding agreements with Shanghai Dece...
	(a) HNC – the Company is to acquire an indirect 10% interest in HNC from Newstride (an entity within Tsingshan and an affiliate of Shanghai Decent) for US$270 million.  HNC is a HPAL project in the IMIP
	(b) ONI – the Company will acquire an additional 10% interest in ONI for US$75 million, increasing the Company’s total interest in ONI to 80%.

	37 The Company has also acquired the following Acquired Options to collaborate with Shanghai Decent on future battery nickel opportunities for US$40 million:
	(a) ENC – an option for participation in, and construction of, a nickel sulphate and electrolytic nickel plant using the HPAL process for US$25 million
	(b) nickel matte conversion opportunity – an option to invest in and construct a low-grade to high-grade nickel matte converter for ONI at the IMIP for US$15 million.

	38 Nickel Industries proposes to fund the acquisition of the Acquired Assets and Acquired Options by way of an equity raise of US$495 million (Equity Raise), comprising:
	(a) a US$185 million fully underwritten institutional placement comprising the issuance of 259.1 million new ordinary shares at A$1.02 per share, representing approximately 9.5% of the total shares of the Company prior to the issue (Institutional Plac...
	(b) subscription agreements for the issue of shares on a non-underwritten basis (collectively the Conditional Placement):
	(i) a US$270 million placement of 381,365,628 shares to Newstride (or its nominee)14F
	(ii) a US$15 million placement of 21,186,979 shares to Wanlu (or its nominee)
	(iii) a US$1.4 million placement of 2,000,000 shares to Non-Executive Director Mr Mark Lochtenberg (or his nominee)

	(c) a non-underwritten SPP to eligible shareholders in Australia and New Zealand, with the SPP raising US$24 million15F .

	39 Nickel Industries intends to apply US$60 million of the proceeds of the Equity Raise towards assessment of new near-term nickel laterite opportunities including resource acquisitions, associated feasibility studies and land acquisition.  Excess fun...
	40 The issue of new shares in the Company to companies associated with Shanghai Decent under the Newstride Conditional Placement and the HNC Acquisition is subject to the approval of Nickel Industries shareholders.  The acquisition of the additional 1...
	Sources and uses of Equity Raise funds
	41 As set out in the table below, the majority of the proceeds from the Equity Raise will be used to fund the acquisition of the Acquired Assets and Acquired Options, with the remaining funds used to provide cash for general corporate purposes:
	42 Following completion of the proposed Equity Raise, Nickel Industries will be fully funded for all acquisition payments contemplated in the Agreement.
	Conditions
	43 The Conditional Placement is subject to the terms of subscription agreements entered into with each of Newstride16F , Wanlu and Non-Executive Director Mr Mark Lochtenberg.  The Acquired Assets and Newstride Conditional Placement are subject to the ...
	(a) Nickel Industries shareholder approval for (with the vote expected to be held at Nickel Industries’ Extraordinary General Meeting on 30 June 2023):
	(i) the HNC Acquisition for the purposes of ASX Listing Rules 10.1 and 10.11
	(ii) the Newstride Conditional Placement under s611(7) of the Corporations Act

	(b) FIRB approval.

	44 If the necessary approvals and consent are not obtained the acquisition of the Acquired Assets, the Conditional Placement and the Acquired Options will not proceed and the Company will consider alternative uses for the proceeds of the offer, or way...
	45 Further details regarding the above and other conditions of the HNC Acquisition and Newstride Conditional Placement are set out in the Notice of Meeting.
	Resolutions
	46 The Notice of Meeting includes four resolutions to be considered by Nickel Industries shareholders.  Our report specifically considers Resolution 1 – Approval of the HNC Acquisition and the proposed issue of Shares to Newstride:
	(a) Resolution 1A: Approval of HNC Acquisition for the purposes of Listing Rule 10.1
	(b) Resolution 1B: Approval of the issue of shares to Newstride for the purposes of Item 7, section 611 of the Corporations Act.

	II Scope of our report
	Purpose
	47 The binding agreements for the Acquired Assets are with persons in a position of influence under the ASX Listing Rules.  As the HNC Acquisition is a substantial asset as defined in ASX Listing Rule 10.2, it requires the approval of Nickel Industrie...
	48 Section 606 of the Corporations Act generally prohibits the acquisition of a relevant interest in issued voting securities of an entity if the acquisition results in a person’s voting power in a company increasing from below 20% to more than 20%, o...
	49 ASIC Regulatory Guide 74 – Acquisitions approved by members sets out the view of ASIC on the operation of s611(7) of the Corporations Act.  Section 611(7) of the Corporations Act allows shareholders to waive the prohibition in s606 and requires tha...
	50 As noted above, as the issue of shares to Newstride (or its nominee) under the Conditional Placement will result in Shanghai Decent and its associates increasing its holding from 21.3%17F  to 28.1% of Nickel Industries shares, there is a regulatory...
	51 The Independent Directors of Nickel Industries have elected to commission an IER to discharge the above obligations in respect of the HNC Acquisition and the Newstride Conditional Placement.  Consequently, the Independent Directors of Nickel Indust...
	(a) the HNC Acquisition is fair and reasonable to shareholders of Nickel Industries not associated with Shanghai Decent
	(b) the Newstride Conditional Placement is fair and reasonable to the non-associated shareholders of Nickel Industries and the reasons for that opinion.

	52 This report has been prepared at the request of the Independent Directors of Nickel Industries for the benefit of Nickel Industries shareholders not associated with Shanghai Decent to assist these shareholders in assessing the merits of the HNC Acq...
	53 However, it should be noted that this report is general financial product advice only and has been prepared without taking into account the personal objectives, financial situations or needs of individual Nickel Industries Shareholders.  Accordingl...
	54 Furthermore, this report does not constitute advice or a recommendation (inferred or otherwise) as to whether Nickel Industries Shareholders should vote for, or against the HNC Acquisition or Newstride Conditional Placement.  This is a matter for i...
	Basis of assessment
	55 In preparing our report, we have had regard to the ASX Listing Rules and Regulatory Guides issued by ASIC, particularly RG 111 and Regulatory Guide 76 – Related party transactions.
	HNC Acquisition

	56 ASX Listing Rule 10.1 states that an entity must ensure that it does not acquire a substantial asset from, or dispose of a substantial asset to a substantial holder (of >10% of the voting rights) or an associate of a substantial holder without the ...
	57 ASX Listing Rule 10.2 states that an asset is substantial if its value, or the value of the consideration for it, is 5% or more of the book value of the equity interests of the entity.
	58 ASX Listing Rule 10.5 requires that the notice of general meeting includes a report from an independent expert stating whether the transaction is fair and reasonable to non-associated holders of the entity’s ordinary securities.
	59 RG 111 states that “fair and reasonable” should not be applied as a composite test and states there should be a separate assessment of “fair” and “reasonable”.  RG 111 provides that a proposed related party transaction:
	(a) is “fair” if the value of the financial benefit to be provided by the entity to the related party is equal to or less than the value of the consideration being provided to the entity by the related party.  This comparison is required to be made as...
	(b) is “reasonable” if it is “fair”.  A related party transaction may also be “reasonable” despite being “not fair” if the expert believes there are other reasons for non-associated shareholders to vote for the proposal.

	60 Given the above, in our opinion, the most appropriate basis upon which to evaluate whether the HNC Acquisition is “fair and reasonable” to Nickel Industries non-associated shareholders is to consider:
	(a) the market value of the HNC Acquisition (i.e. a 10% interest in HNC)
	(b) the consideration to be paid by Nickel Industries for the HNC Acquisition
	(c) the extent to which (a) and (b) differ in order to assess whether the HNC Acquisition is “fair”
	(d) the position of Nickel Industries before and after the HNC Acquisition, and the net benefits inherent in the transaction
	(e) the advantages and disadvantages of the HNC Acquisition from the perspective of Nickel Industries non-associated shareholders when considered in conjunction with the Newstride Conditional Placement.

	61 The HNC Acquisition is reasonable to Nickel Industries shareholders provided the advantages of the HNC Acquisition outweigh the disadvantages from the perspective of Nickel Industries shareholders.  Pursuant to RG 111, a related party transaction i...
	Newstride Conditional Placement

	62 RG 111 sets out (inter alia) the view of ASIC on the content of expert reports prepared for the purpose of seeking approval under s611(7) of the Corporations Act.
	63 Under RG 111 the Newstride Conditional Placement is deemed a “change of control” transaction because following the Newstride Conditional Placement, Shanghai Decent (through its association with Newstride) will hold a greater than 20% voting interes...
	(a) is the offer “fair” – when assessing takeovers, an offer is “fair” if the value of the offer price or consideration is equal to, or greater than the value of the securities the subject of the offer.  This comparison should be made assuming 100% ow...
	(b) is it “reasonable” – an offer is “reasonable” if it is fair.  An offer may also be reasonable if, despite being “not fair” in the opinion of the expert, there are sufficient reasons for securityholders to accept the offer in the absence of any hig...

	64 Notwithstanding that the Newstride Conditional Placement does not involve any takeover offer being made to Nickel Industries shareholders, RG 111 requires that the fairness of the Newstride Conditional Placement be assessed by comparing the control...
	65 The Newstride Conditional Placement will also be “reasonable” if it is “fair”.  In addition, in our opinion, the Newstride Conditional Placement will be “reasonable” even if it is “not fair” if the advantages of the Newstride Conditional Placement ...
	66 Our report has therefore considered a range of both qualitative and quantitative factors including:
	(a) the controlling interest value of 100% of Nickel Industries shares prior to implementing the Newstride Conditional Placement
	(b) the portfolio value of Nickel Industries shares following implementation of the Newstride Conditional Placement (having regard to the intended use of the funds raised, including the acquisition of the Acquired Assets)
	(c) the difference of (a) and (b) in order to assess whether the Newstride Conditional Placement is fair to Nickel Industries Shareholders pursuant to RG 111
	(d) the relevant position of Nickel Industries shareholders before and after implementation of the Newstride Conditional Placement assessed on a consistent basis (i.e. by comparing the portfolio value before implementation with the portfolio value aft...
	(e) the impact of the Newstride Conditional Placement on the ownership and control of Nickel Industries
	(f) the implications for Nickel Industries Shareholders if the Newstride Conditional Placement is not approved and implemented; and
	(g) other qualitative and strategic issues associated with the Newstride Conditional Placement and the extent to which, on balance, they may advantage or disadvantage existing Nickel Industries Shareholders if the Newstride Conditional Placement proce...

	Limitations and reliance on information
	67 Our opinions are based on the economic, share market, financial and other conditions and expectations prevailing at the date of this report.  Such conditions can change significantly over relatively short periods of time (as evidenced by the extern...
	68 Our report is also based upon financial and other information provided by Nickel Industries and its advisers.  We understand the accounting and other financial information that was provided to us has been prepared in accordance with the Australian ...
	69 The information provided was evaluated through analysis, enquiry and review to the extent considered appropriate for the purpose of forming an opinion on the Newstride Conditional Placement from the perspective of Nickel Industries Shareholders.  H...
	70 Accordingly, this report and the opinions expressed therein should be considered more in the nature of an overall review of the anticipated commercial and financial implications of the proposed transaction, rather than a comprehensive audit or inve...
	71 An important part of the information base used in forming an opinion of the kind expressed in this report is comprised of the opinions and judgement of management of the relevant companies.  This type of information has also been evaluated through ...
	72 We in no way guarantee the achievability of forecasts of future profits.  Forecasts are inherently uncertain.  They are predictions of future events which cannot be assured and are necessarily based on assumptions of future events, many of which ar...
	73 In forming our opinion, we have also assumed that:
	(a) the information set out in the Notice of Meeting is complete, accurate and fairly presented in all material respects
	(b) if the Conditional Placement is approved, it will be implemented in accordance with the terms set out in the Notice of Meeting.

	III Profile of Nickel Industries
	Overview
	74 Nickel Industries, an ASX-listed Australian company with assets in Indonesia, has become a globally significant, low-cost producer of NPI.  The Company owns 80% interests in HNI, RNI and ANI, and a 70% interest in ONI (collectively defined as the N...
	History
	Mining origins

	75 Nickel Industries was incorporated on 12 September 2007 with the objective of acquiring, exploring and developing nickel resources.  After a period focusing on other opportunities, in December 2009 the Company entered into an agreement to acquire a...
	76 Nickel Industries commenced mine production in October 2012 and a maiden shipment of nickel laterite ore was exported in February 2013.  A number of vessels containing high grade nickel laterite (at an average grade of 1.98% nickel) were sold into ...
	Indonesian export ban on unprocessed minerals

	77 The origins of the Indonesian export ban of direct shipping of unprocessed minerals (DSO Ban) dates back to the 2009 Indonesian Law on Mineral and Coal Mining.  This law described certain minerals as national non-renewable resources, specifying tha...
	78 In mid-2013, Tsingshan (then one of China’s largest stainless steel producers) committed to building a nickel processing facility in Indonesia to satisfy the indicated new framework for the treatment of Indonesia’s natural resources.  Tsingshan pio...
	79 PT Indonesia Morowali Industrial Park was established to develop the IMIP in the Morowali County of the Central Sulawesi Province of Indonesia.  During October 2013, China’s President Xi and then Indonesian President Yudhoyono witnessed the signing...
	Recommencement of mining operations and development of Tsingshan relationship

	80 The introduction of the Indonesian DSO Ban materially changed the course of Nickel Industries’ future, with the Company subsequently required to meet the minimum required export grade of 4% for nickel products.  The development of the IMIP, and a g...
	81 In September 2015, PT Hengjaya signed a supply agreement with PT Sulawesi Mining Investment, a Tsingshan group company, to supply 30,000 wet metric tonnes (WMT) per month of nickel laterite at a cut-off grade of 1.9% nickel for six months.  In Dece...
	82 The development of this relationship and Tsingshan’s requirement for additional NPI production to supply its stainless steel expansion plans culminated in Nickel Industries and Shanghai Decent discussing a strategic partnership that would contempla...
	83 In September 2017, Nickel Industries executed a Collaboration and Subscription Agreement with Tsingshan with respect to the funding and construction of HNI, which included two RKEF lines with nameplate production of 150,000 tonnes per annum (tpa) o...
	Hengjaya and Ranger Nickel Projects (HNI and RNI)

	84 Nickel Industries acquired a 25% interest in HNI in April 2018 for US$50 million.  Following the successful listing of Nickel Industries on the ASX in August 2018, in accordance with its rights under its Collaboration and Subscription Agreement, th...
	85 In November 2018 Nickel Industries announced it had elevated a Memorandum of Understanding (MoU) for RNI to an executed binding Collaboration Agreement with its partner Shanghai Decent to acquire up to an 80% equity interest in two additional RKEF ...
	86 In June 2020, Nickel Industries increased its ownership in both HNI and RNI from 60% to 80%.  The consideration for the increased interests in the projects was US$120 million in total (or US$60 million for each 20% interest), as well as a US$30 mil...
	87 On 3 May 2021, the Company announced that it had signed a MoU with its collaboration partner, Shanghai Decent, for two of its four 80% owned operating RKEF lines at HNI and RNI to undergo the necessary modifications to allow the production of a nic...
	88 On 3 October 2022, Nickel Industries announced that HNI had commenced its transition from NPI to nickel matte production25F .  Following the transition, HNI produces a low grade nickel matte which is upgraded to high grade nickel matte (i.e. nickel...
	Angel Nickel Project (ANI)

	89 The Company announced on 16 October 2020 that it had entered into a MoU in relation to the proposed purchase of a 70% interest in ANI from Shanghai Decent for US$490 million, comprising four new RKEF lines within the IWIP, together with a captive 3...
	90 Nickel Industries announced on 20 January 2021 that the Company had agreed with Shanghai Decent to acquire an additional 10% equity interest in ANI, bringing its ownership to 80%, with the consideration to be made in three, rather than two tranches...
	91 On 25 January 2022, ANI entered the commissioning stage, with the first of its four RKEF lines having commenced NPI production.  By around mid-May 2022, all four of the RKEF lines had been commissioned (all well ahead of the October 2022 contractua...
	92 On 6 March 2023, the Company announced that it had reached agreement with Shanghai Decent to switch two of ANI’s RKEF lines from NPI production to the production of nickel matte.  The switch to nickel matte production, which will be subject to mark...
	Oracle Nickel Project (ONI)

	93 On 22 November 2021, Nickel Industries announced that it had entered into a multi-faceted MoU27F  with Shanghai Decent that included the proposed purchase of a 70% interest in ONI28F  for US$525 million.  ONI includes four new RKEF lines within the...
	94 On 8 December 2021 Nickel Industries entered into a binding Definitive Agreement with Shanghai Decent for the purchase of the 70% equity interest in ONI.  On signing the agreement, the Company paid a further US$20 million “down payment” and on 18 F...
	95 ONI entered the commissioning stage on 15 November 2022 at the first of its four RKEF lines, with the second RKEF line commissioned in December 2022 and the remaining two lines commissioned in the first quarter of 2023.  The commissioning of the AN...
	Other projects

	96 Nickel Industries signed a binding term sheet29F  with PT Sumber Energi Surya Nusantara (SESNA)30F  in August 2022 to develop and install a 200 megawatt peak (MWp) and 20 megawatt hour (MWh) battery solar project within the IMIP to supply renewable...
	97 This project supplements the existing 396 kilowatt peak (kWp) plus 250 kilowatt hour (kWh) battery storage project which the Company has entered into with SESNA for integration into the facilities at the Hengjaya Mine, which is currently scheduled ...
	Current operations
	98 Nickel Industries’ operating assets and respective company structures are shown below:
	99 The majority of Nickel Industries’ operating assets are located in the Morowali Regency on the east coast of Central Sulawesi, Indonesia, with ANI located in the IWIP on Halmahera Island in the Maluku Province, as shown in the following map:
	Hengjaya Nickel Project (HNI)

	100 HNI is 80% owned by Nickel Industries and operates two 42 kilo volt amps RKEF lines.  The project has historically produced NPI, with nameplate production capacity of 150,000 tpa of NPI containing 15,000 tonnes of nickel.  HNI produced its first N...
	101 Following facility modifications undertaken in October 2022, HNI has transitioned to a nickel matte product.  The required modification cost for each RKEF line was minimal (approximately US$1 million per line) and cash costs at HNI have increased ...
	Ranger Nickel Project (RNI)

	102 RNI is 80% owned by Nickel Industries and is a replication of HNI (i.e. it operates two 42 kilo volt amps RKEF lines with a similar production capacity and operational cost structure).  The commissioning of RNI commenced in late May 2019, and by A...
	Angel Nickel Project (ANI)

	103 ANI is 80% owned by Nickel Industries and is located within the IWIP on Halmahera Island in Indonesia’s North Maluku province.  The project comprises four RKEF lines with an annual nameplate production capacity of 36,000 tonnes of nickel metal in ...
	104 ANI’s operations are larger than the combined operations of HNI and RNI and are based on the next generation of technology.  When combined with ANI’s captive power plant, ANI has operational costs that are materially lower than HNI and RNI and giv...
	105 ANI entered the commissioning stage on 25 January 2022 and production was limited to around 80% of nameplate capacity prior to commissioning of the ANI power plant, which occurred in late July 2022.  Since commissioning the power plant, ANI has si...
	106 Post the commissioning of the ANI power plant, and given the relatively high power costs at present31F , ANI has had materially lower cash operating costs per tonne of nickel metal production than both HNI and RNI.
	Oracle Nickel Project (ONI)

	107 ONI owns and operates four RKEF lines with an annual nameplate production capacity of 36,000 tonnes of nickel metal in NPI, ancillary facilities required for the operation of each of the RKEF lines and a 380 MW captive power plant.  The asset spec...
	108 As stated above, ONI entered the commissioning stage on 15 November 2022, with all four of its RKEF lines producing NPI in the first quarter of 2023.  Commissioning of the ONI power plant is expected in June 2023, after which operating costs at th...
	Hengjaya Nickel Mine

	109 Nickel Industries holds an 80% interest in the Hengjaya Mine, a long-life nickel laterite deposit, with the remaining 20% interest owned by the Wijoyo family, acting as the local Indonesian partner.  The mine is located 12 kilometres from the IMIP...
	110 The Hengjaya Mine produces direct shipping ore, the majority of which is sold into the IMIP facility for the production of NPI.  The mine holds JORC32F  compliant resources as follows (which were recently upgraded, as announced to the ASX on 12 Se...
	111 The resource upgrade provided in September 2022 represented a 56% increase on the June 2020 reported resources and has placed the Hengjaya Mine amongst the top 10 global nickel resources.  The resource upgrade included high grade saprolite resourc...
	112 Recently, numerous expansion initiatives have been undertaken with the underlying objective being to unlock the strategic value of Hengjaya Mine’s large-scale resource.  While having the immediate beneficial effect of scaling up production levels ...
	113 The direct haul road between the Hengjaya Mine and the IMIP is expected to be completed by the end of the September 2023 quarter which, when combined with the expanded jetty operations, will enable the mine to significantly increase production and...
	114 As a direct result of the expansion initiatives, as well as demand for limonite ore from the IMIP, the Hengjaya Mine increased 2022 annual production to 6.8 million tonnes (Mt) (comprised of 2.9 Mt saprolite and 3.9 Mt limonite), an increase of 87...
	115 In June 2022 Nickel Industries published its maiden sustainability report38F  for the calendar year ended 31 December 2021 (CY21)39F .  The Company’s Environmental, Social and Governance (ESG) performance has received several acknowledgments, incl...
	(a) being the only nickel company to receive seven trophies at the Environmental and Social innovation awards
	(b) earning a silver award at the Asia Sustainability Reporting Rating
	(c) achieving a ‘Green Proper’ rating40F  for the Hengjaya Mine from the Indonesian Ministry of Environment and Forestry.  The Hengjaya Mine became the sole entity from Morowali, and the only mining operation from Central Sulawesi to achieve this rank...
	(d) being nominated as a finalist in three categories at the Asia Sustainability Reporting Awards; and
	(e) being listed as the highest achiever of S&P’s Global ESG scores for Indonesian-based nickel operations.
	Siduarsi Nickel Cobalt Project (Siduarsi)

	116 In May 2022, Nickel Industries signed a definitive agreement with PT Iriana Mutiara Mining for the staged acquisition of a 100% interest in Siduarsi in the Papua province41F .  Siduarsi is a sixth generation Contract of Work (CoW) held by PT Irian...
	117 During 2022 and early 2023, over 31,000 metres of drilling was completed which returned peak grades of 3.68% nickel and 0.825% cobalt.  Detailed geological modelling is well advanced and new areas in the west of the project IUP43F  are currently b...
	118 Following completion of the successful phase 1 drill program the CoW will be placed into voluntary suspension to allow a JORC resource estimate, feasibility study and environmental impact study to be completed.  The feasibility study will focus on...
	Other operations

	119 During 2021 the Company executed a facility agreement with PT Sinar Inti Pembangunan, under which the Company advanced to PT Sinar Inti Pembangunan US$3.5 million to assist in funding the development and eventual acquisition of certain nickel proj...
	120 In December 2021, the Company signed a Conditional Share Purchase Agreement with Bolt Metals Corp.44F  to acquire 100% of the Tablasufa Nickel Project.  Bolt Metals Corp. owns a 65% interest in PT Tablasufa Nickel Mining and PT Best Resources owns...
	Tax relief granted

	121 Nickel Industries has been granted material tax relief over its range of NPI projects, which commence from the tax year in which commercial production is achieved, a summary of which is below.  Due to their materially larger respective “planned in...
	122 Due to the growth in NPI production in Indonesia, the Indonesian Government has recently announced plans to cease granting tax holidays for new NPI projects in the near term.  This does not impact the tax breaks already in existence (such as those...
	Financial performance
	123 The financial performance of Nickel Industries for the three years to CY22 is set out below:
	Historical results

	124 As noted above, the operations of Nickel Industries have grown significantly over the three year period to CY22, in particular as regards the number of and ownership interests in the NPI Projects constructed and commissioned over the period.  In t...
	Financial position
	125 The financial position of Nickel Industries as at 31 December 2021 and 31 December 2022 is set out below:
	Property, plant and equipment

	126 Nickel Industries’ property, plant and equipment is predominantly comprised of plant and machinery relating to its holdings in the NPI Projects.
	Net cash / debt

	127 A breakdown of Nickel Industries’ net debt as at 31 December 2021, 31 December 2022 and 31 March 2023 is set out below:
	128 Details of the Senior Unsecured Notes and Senior Secured Notes held as at 31 December 2022 are as follows:
	(a) in March 2021, as part of the financing package to facilitate the Company’s acquisition of its 80% interest in ANI, Nickel Industries issued US$175 million of Senior Unsecured Notes.  The Senior Unsecured Notes have a coupon interest rate of 6.5% ...
	(b) on 9 September 2021, Nickel Industries announced the completion of a further US$150 million issue of Senior Unsecured Notes, with the same terms as the initial US$175 million note issue (including an interest rate of 6.5% per annum and 1 April 202...
	(c) on 24 August 2022, Nickel Industries announced the completion of its offering of US$225 million of Senior Secured Notes, which were issued as part of the financing package to facilitate the Company’s acquisition of its 70% interest in ONI.  The Se...

	129 On 10 April 2023, Nickel Industries announced that it planned to restructure its debt by issuing New Senior Unsecured Notes whilst it concurrently tendered its existing Senior Unsecured Notes and engaged in separate discussions with the holders of...
	(a) reached agreement to refinance its outstanding US$225 million of Senior Secured Notes, which will be cancelled (and investors in the Senior Secured Notes essentially offered new notes); and
	(b) completed the issue of US$400 million of senior unsecured notes (New Senior Unsecured Notes) at a coupon interest rate of 11.25% per annum47, maturing 21 October 2028.  The New Senior Unsecured Notes are listed on the Singapore Exchange Securities...

	130 On 20 April 2023, Nickel Industries announced that, as a result of the tender offer for its existing US$325 million Senior Unsecured Notes, the Company had accepted valid tenders for an aggregate amount of some US$79.4 million.  As a result of the...
	(a) US$400 million of New Senior Unsecured Notes
	(b) US$245.6 million of Senior Unsecured Notes.

	Share capital
	131 As at 31 March 2023, Nickel Industries had 3,024.3 million fully paid ordinary shares on issue, which includes 259.1 million ordinary shares issued under the Institutional Placement and 33.9 shares issued under the SPP components of the Equity Raise.
	Significant shareholders

	132 As at 17 January 202349F , there were four substantial shareholders in Nickel Industries that held a total of 47.8% of the ordinary shares on issue, as detailed below:
	Share price performance

	133 The following chart illustrates the movement in the share price of Nickel Industries since listing on the ASX on 20 August 2018 to 31 March 2023:
	134 Following its listing on the ASX on 20 August 2018 over the period to 31 March 2023, the Nickel Industries share price has generally performed relatively strongly.  The decline in the share price over the majority of 2022 and the beginning of 2023...
	Liquidity in Nickel Industries shares

	135 The liquidity in Nickel Industries shares based on trading on the ASX over the 12 month period prior to 17 January 202350F  is set out below:
	136 In each of the periods above, total share turnover (on an annualised basis) has been in excess of 79% of the total number of shares issued in Nickel Industries, indicating a high level of market liquidity.  Nickel Industries shares are included in...
	IV Nickel industry overview
	Overview
	137 Nickel is the fifth most common element on earth and occurs extensively in the earth’s crust and core.  In its most raw form, nickel is silvery-white.  The metal also radiates a natural yellow, and sometimes whitish, hue.  While the concentration ...
	138 Nickel occurs naturally, principally as oxides, sulphides and silicates and has outstanding physical and chemical properties, which make it essential in thousands of products.  Around 60% of the world’s resources are laterites, with the other 40% ...
	139 Nickel demand has historically been affected by various factors such as economic growth and technological advancements (such as battery technology).  Its primary use is in stainless steel (69% of consumption), with other uses being batteries (11%)...
	140 The output of refined nickel production52F  is generally divided into two primary categories:
	(a) Class 1 – describes a group of nickel products comprising powders and briquettes, cathodes, pellets, oxides and sulphates.  Class 1 products typically have a relatively high nickel content and are suitable for battery products (ongoing demand for ...
	(b) Class 2 – comprises NPI and ferronickel.  These nickel products commonly have a lower nickel content and are used predominantly in stainless steel production, where stainless steel producers are able to take economic advantage of the high level of...

	141 The nickel industry has been constantly evolving due to advancements in technology for the production of various nickel products, the most relevant of which to today’s market have been the development of NPI as a stainless steel feedstock and impr...
	142 In the past, the primary obstacles to producing nickel sulphate were obtaining enough high-quality feedstock materials like intermediary nickel products, briquettes, and powders, and concerns about the feasibility of mass production via existing m...
	Nickel supply
	143 Abundant nickel resources and a rapidly expanding downstream nickel refining industry (refer below) has led to the significant expansion of Indonesian nickel mine production, with supply increasing by 49% in 2022 in comparison to 2021 (representin...
	144 Following the Indonesian DSO Ban in 2014, mine production in Indonesia decreased significantly, which had a profound impact on global mine supply.  Partially offsetting this was a substantial increase in nickel exports from the world’s second larg...
	145 Indonesia is home to the world’s largest reserves of nickel and has a natural advantage in the supply of nickel ore.  The Indonesian Government has also actively encouraged the development of its downstream nickel industry, with the introduction o...
	146 Over the above period, we note that:
	(a) refined nickel production increased year on year, with a compound annual growth rate (CAGR) of 6.0% per annum exhibited over the period to 2022
	(b) Class 1 nickel production in 2016 was 1,022 metric tonnes, which had reduced by 142 metric tonnes (some 14%) to reach 880 metric tonnes by 2022
	(c) Indonesian NPI production capacity increased by a CAGR of 52.6%, however growth slowed in 2022 to 27.4% (following growth of 55.2% in 2021)
	(d) Chinese NPI production peaked in 2019, with some of this production capacity displaced by cheaper NPI produced in Indonesia.
	NPI market and technology

	147 NPI technology was developed by Tsingshan in China in 2005 as a low cost alternative to refined nickel and has typically been used to produce stainless steel.  NPI is made by combining low grade nickel ore that is relatively high in iron ore conte...
	148 Following investment by Tsingshan, production of NPI in Indonesia commenced in 2015.  NPI produced in Indonesia is lower cost than Chinese NPI production55F  due to a combination of lower nickel ore costs (which are typically set by the Indonesian...
	149 The production cost differential between Chinese and Indonesian NPI has led to the replacement of higher-cost Chinese NPI production by newer, lower-cost Indonesian NPI production57F .  Such idle Chinese NPI capacity however has the potential to l...
	150 In a bid to encourage additional domestic refining of nickel ore, the Indonesian Ministry for Maritime and Investment Affairs recently proposed the introduction of an export tax on sales of NPI and ferronickel.  At present, the announced intention...
	151 A major recent technological development in the nickel industry has been the ability to produce low grade nickel matte from RKEF plants at a relatively modest conversion cost (some US$1 million per RKEF line)60F .  This low grade nickel matte can ...
	152 There are currently 12 RKEF lines converted to produce nickel matte at the IMIP and eight RKEF lines at the IWIP have either recently transitioned, or are in the process of being transitioned, to produce nickel matte.  Given the conversion cost is...
	153 Future refined nickel supply is expected to be predominantly sourced from Indonesia, and at present, there are around 15 HPAL plants and some 40 NPI plants either in the feasibility, construction (or expansion) or commissioning stage.  Whilst this...
	Mining in Indonesia

	154 Nickel mining in Indonesia typically follows the following mining sequence, including pre-stripping and removing overburden, mining the nickel ore and then once mining has been completed, rehabilitation:
	155 Saprolite ore has been mined in Indonesia for many years and is predominantly used in the production of NPI.  Limonite ore, which sits on top of the saprolite ore, has historically been treated as waste61F  as the technology to economically extrac...
	156 Indonesian miners have benefitted from the additional revenue and associated mine efficiencies from selling the limonite ore.  In addition, given the amount of waste generated by HPAL plants, the opportunity exists for those nickel miners located ...
	157 Since May 2020, Indonesia’s Ministry of Energy and Mineral Resources has set the monthly commodity prices for saprolite and limonite DSO under a range of bands.  Prices are predominantly based on the HMA nickel price64F , adjusted for nickel grade...
	Industrial parks in Indonesia

	158 The DSO Ban, as well as other benefits such as tax holidays, led to significant investment in the downstream nickel industry in Indonesia, in particular from Chinese companies.  This investment was primarily channeled into nickel related projects ...
	159 The IMIP is an industrial park in the Bahodopi district of Morowali Regency, Central Sulawesi that covers an area of 4,000 hectares.  The park is a joint venture between Tsingshan (with an effective interest of 66.25%) and Bintang Delapan (effecti...
	160 The IWIP is developed under a joint venture between Tsingshan (40% ownership), Hauyou Group (30%) and Zhenshi Holdings Group (30%).  It is strategically located next to the large Weda Bay nickel deposit owned by Tsingshan (51.3%), Eramet (38.7%) a...
	161 Industrial parks such as the IMIP and IWIP provide a range of benefits to investors, such as lower capital costs associated with the existing established infrastructure (seaport, airport and associated infrastructure), economies of scale from the ...
	Demand for nickel
	162 The stainless steel industry has historically been the key driver of demand for nickel, accounting for over two thirds of nickel consumption.  More recently, however, there has been increasing demand (and expectations that this increased demand wi...
	163 Nickel is used as a key alloying element in the production of stainless steel, and is also used in the production of steel plates, wires, and rods for construction projects.  Over the five years prior to COVID-19, China was responsible for around ...
	164 Annual stainless steel production in 2022 declined by 5.2% relative to 2021, which was driven by (inter alia)67F :
	(a) a 2.0% decrease in output in China, due to the introduction of strict lockdown policies across the country following a further outbreak of COVID-19, as well as a slowdown in the real estate sector; and
	(b) declines of approximately 12.4% in Europe and 14.8% the United States of America (US), due to weak steel consumption and higher prices from increasing energy and raw material costs resulting from Russia’s invasion of Ukraine68F .

	165 The World Stainless Association’s most recent forecasts (released in October 2022) show that global stainless steel consumption is expected to return to growth in 2023 (of 3.2%), driven primarily by expectations of strong demand from China and the...
	166 Whilst nickel’s current primary use is in the production of stainless steel, there is increasing demand for nickel for use in lithium-ion battery production70F  (particularly for the purposes of EVs).  EV battery demand currently accounts for a re...
	167 Global EV sales increased by 55.5% in 2022 (following 108.6% growth in the previous year) to reach 10.5 million vehicles and an EV sales penetration of 13.0% of total global vehicle sales71F .  As a result of the increasing uptake of EVs around th...
	168 In addition to battery production, nickel is regarded as critically essential for the development of a number of other clean energy technologies, including geothermal and hydrogen energy, and to a lesser degree, nuclear, solar power and wind energ...
	169 The International Energy Agency (IEA) has estimated annual demand requirements for nickel by 2030 and 2040 under two key scenarios:
	(a) Stated Policies Scenario (STEPS) – which assumes there is no change to current government policy measures, noting that these measures fall short of the world’s shared sustainability goals; and
	(b) Sustainable Development Scenario (SDS) – which assumes all countries and companies achieve their announced net-zero emissions targets under the Paris Agreement on time and in full.

	170 A summary of IEA’s estimated annual demand requirements for nickel by 2030 and 2040 under STEPS and SDS are set out in the chart below:
	171 Increasingly strict global climate change policies are expected to influence future demand for nickel from the clean energy sector, as nations around the world continue to transition to green energy (albeit at various rates of adoption).  For inst...
	(a) China – in 2020, China announced it was targeting EV sales of 20% of all light and heavy vehicle sales by 2025.  Additional plans to support this include the Chinese Government announcing (in January 2022) its ambition to develop sufficient chargi...
	(b) US – in 2021, the US Federal Government announced EV targets that include a 50% share of EV sales in all vehicle categories by 2030 and the construction of 500,000 public EV chargers.  The targets were underpinned by existing incentives under the ...
	(c) Europe – in 2021, the European Union proposed its “Fit for 55” package, designed to reduce its greenhouse gas emissions by 55% by 2030.  The package includes a proposal for zero emission vehicle sales for all new passenger cars and vans by 2035 (t...

	172 Whilst recent targets set by government policies have provided significant tailwinds to the EV industry, major automakers around the world are simultaneously accelerating electrification plans in order to remain competitive, and in some markets, h...
	Environmental, Social and Governance (ESG)
	173 In recent years the world has seen a significant shift in focus towards ESG issues, driven by a range of factors, including increased awareness of the impact of climate change and social inequality, as well as a growing recognition of the importan...
	174 Given ESG concerns for battery and EV producers, the most highly sought after nickel products are those with a low carbon footprint.  A summary of the carbon dioxide emissions produced by the various nickel refining methods is as follows:
	175 Nickel produced at HNC using the HPAL process currently has the lowest carbon emissions of all the nickel refining processes.  Accordingly, such nickel is highly sought after for battery production purposes, particularly by the world’s largest aut...
	176 An overview of the current supply chain of nickel products is summarised below:
	177 Many western EV manufacturers have minimum ESG standards that must be complied with, which, in some cases, includes operating a sustainable supply chain that minimises impacts on the environment.  This presents a challenge for manufacturers lookin...
	178 Industry participants have responded to the need to reduce the environmental impacts of nickel production by undertaking a number of measures, including:
	(a) transitioning current energy sources for mining and production operations to renewable energy and other lower-carbon emitting solutions.  For instance, PT Vale, Indonesia’s largest nickel producer, has committed to being carbon neutral by 2050, an...
	(b) promoting biodiversity in local regions through activities such as wild animal habitats preservation and planting or maintaining vegetation, and
	(c) conducting continuous effluent monitoring, managing waste water runoff and avoiding disposal of solid and liquid waste into natural bodies of water.

	Outlook
	179 Over the short to medium term, both the supply and demand for nickel are expected to continue to increase materially.  According to the Resources and Energy Quarterly76F  for December 2022, global supply of mined nickel production is forecast to a...
	180 Whilst there is potential that the NPI market (Class 2 nickel) will move into oversupply as new large NPI projects are developed in Indonesia, Class 1 nickel is expected to remain in relatively short supply due to demand from EV and battery produc...
	181 With global production heavily dependent on Indonesian supply, downside risks are implicitly heavily concentrated.  For example, there are some concerns that supply infrastructure bottlenecks could emerge at the mine level (insufficient supplies o...
	V Value of the HNC Acquisition
	Overview
	182 We have assessed the indicative value of the 10% interest in HNC (i.e. the HNC Acquisition) by applying the discounted cash flow (DCF) methodology, adopting high level forecast cash flows based on current steady state production capacity and a rea...
	183 As cross checks we have had regard to:
	(a) the implied Capital Intensity77F  of the HNC Acquisition in comparison to other significant HPAL projects (both existing and proposed)
	(b) the return on investment and payback period of the HNC Acquisition.

	Valuation on a DCF basis
	184 Under the DCF methodology, the indicative value of HNC is equal to the net present value (NPV) of the estimated cash flows over the estimated operating period.  In order to arrive at the NPV, the future cash flows are discounted using a discount r...
	185 Nickel Industries has advised that:
	(a) HNC is current operating at 110% of its nameplate capacity of 60,000 tpa
	(b) the operating EBITDA margin of HNC was in excess of US$10,000 per tonne78F  during the December 2022 quarter.

	186 Detailed cash flow projections for HNC are not yet available to the Company.  As a result, our DCF valuation is based on limited high level forecasts of the free cash flows of HNC.  As such, our DCF assessment can only be regarded as indicative.  ...
	187 Free cash flow represents the operating cash flows on an ungeared basis (i.e. before interest) less taxation payments79F , capital expenditure and working capital requirements.  The free cash flow on an ungeared basis is adopted to enable the indi...
	188 For valuation purposes we have assumed a valuation date of 30 June 2023.  Cash flows from HNC cover a period of 30 years, notwithstanding that the advised useful life of HNC is well in excess of this.
	Cash flow projections

	189 We set out below the major assumptions underlying the free cash flow projections used for the purposes of our DCF valuation:
	(a) mixed hydroxide precipitate (MHP) production output – as indicated by Nickel Industries, HNC is currently operating at 110% of nameplate production capacity.  For the purposes of our valuation, we have adopted this level of production, i.e. 6,600 ...
	(b) cash margin – given the margins achieved by HNC were in excess of US$10,000 per tonne in the December 2022 quarter, for the purpose of our DCF valuation we have adopted a margin of US$10,000 per tonne in CY23, reducing annually by around US$500 pe...
	(c) working capital – as HNC is operating in excess of nameplate capacity it is already producing at a steady state.  Therefore, no further allowance for working capital has been made
	(d) sustaining capital expenditure – US$5 million per annum has been adopted as sustaining capital expenditure (reflective of the effective “as new” current status of the production facility)
	(e) income tax – the assumed Indonesian corporate tax rate from 2023 is 22%.  We understand that (consistent with other significant nickel related projects in Indonesia) HNC has been granted a tax holiday.  Accordingly, we have allowed for the remaind...
	(f) withholding tax – the DCF model also includes an allowance for 10% withholding tax payable on dividends
	(g) discount rate – we have adopted a discount rate of 10.5% per annum, consistent with our assessed cost of capital for Nickel Industries (refer Appendix D).  We consider this discount rate to be appropriate as HNC is in full operation and is produci...
	Sensitivity

	190 As stated in Section VI, there are inherent qualifications that apply to cash flow projections on which DCF valuations are based.  In addition, the cost of capital can vary between industry participants based on factors such as differing perceptio...
	191 In assessing our valuation range for the valuation of a 10% interest in HNC we have therefore considered the sensitivity of value to changes in the key assumptions, as shown below:
	DCF value

	192 Based on the above assumptions we have assessed the indicative value of a 10% interest in HNC ranging from US$340 million to US$400 million.
	193 Our indicative assessed DCF value is therefore in excess of the US$270 million payable to Newstride for the HNC Acquisition.
	Capital Intensity of nickel equivalent
	194 The Capital Intensity of significant HPAL projects, predominantly in Indonesia, is set out in the following table:
	195 The Capital Intensity for the historical global nickel projects including early HPAL plants is generally higher82F  than the Capital Intensity for the HNC Acquisition, which is US$40,709 (adopting production of 66,000 tonnes per annum and a projec...
	196 Whilst the Capital Intensity for the HNC Acquisition is above the Capital Intensity for the current and proposed projects83F , HNC is currently in production, operating at above nameplate capacity, and therefore bears no development, construction ...
	197 Further, the HNC Acquisition provides Nickel Industries with:
	(a) the ability to acquire a further 10% interest in ONI at a price consistent with the price paid for the initial 70% interest (i.e. based on a total project cost of US$750 million).  The initial interest was acquired prior to completion of the const...
	(b) the opportunity to participate in ENC, which has a Capital Intensity of US$34,328 per tonne and incorporates the ability to produce both MHP (a nickel sulphate) and nickel cathode (i.e. a higher value product than MHP)85F .  When ENC and HNC are c...

	Return on investment
	198 HNC operated at an EBITDA margin of more than US$10,000 per tonne in the December 2022 quarter.  At the proposed US$270 million investment, annual production of 6,600 tonnes of MHP and an EBITDA margin of US$10,000 per tonne, the pre-tax annual re...
	199 Based on recent EBITDA margins, the HNC Acquisition also has a relatively short implied payback period for a project with an estimated remaining life in excess of 30 years.
	VI Valuation of Nickel Industries prior to the Newstride Conditional Placement
	Overview
	200 The market value of Nickel Industries prior to the Newstride Conditional Placement (on a controlling interest basis) has been assessed by aggregating the market value of Nickel Industries’ various economic interests in its NPI Projects and the Hen...
	201 The valuation of Nickel Industries’ business operations has been made on the basis of market value as a going concern, defined as the price that would be negotiated in an open and unrestricted market between a knowledgeable, willing but not anxiou...
	202 As set out in Section III, Nickel Industries has interests in the following assets:
	(a) the NPI Projects:
	(i) an 80% economic interest in HNI, which comprises two operating RKEF lines within the IMIP (currently producing nickel matte)
	(ii) an 80% economic interest in RNI, which comprises two operating RKEF lines within the IMIP
	(iii) an 80% economic interest in ANI, comprising four RKEF lines within the IWIP
	(iv) a 70% interest in ONI, which comprises four RKEF lines within the IMIP.  This project is currently in the ramp up stage

	(b) an 80% economic interest in the Hengjaya Mine, which produces nickel laterite ore
	(c) other early stage nickel exploration projects.

	203 The valuation of Nickel Industries’ respective interests in its NPI Projects and the Hengjaya Mine, as well as the Company’s unallocated corporate costs have been undertaken by adopting the DCF methodology.  Under the DCF methodology, the value of...
	204 Free cash flow represents the operating cash flows on an ungeared basis (i.e. before interest) less taxation payments86F , capital expenditure and working capital requirements.  The free cash flow on an ungeared basis is adopted to enable the valu...
	205 Whilst LEA believes the assumptions underlying the cash flow projections adopted for valuation purposes are reasonable and appropriate, it should be noted that:
	(a) the major assumptions underlying the projections were formulated in the context of current economic, financial and other conditions
	(b) the projections and the underlying assumptions have not been reviewed by an investigating accountant or technical expert for reasonableness or accuracy of compilation and application of assumptions
	(c) future profits and cash flows are inherently uncertain
	(d) by their nature, the projections do not take into account the operational flexibility available to management to react to changes in the market conditions in which Nickel Industries’ NPI Projects and the Hengjaya Mine operate
	(e) the achievability of the projections is not warranted or guaranteed by Nickel Industries or LEA, as they are predictions of future events that cannot be assured and are necessarily based on assumptions, many of which are beyond the control of Nick...
	(f) actual results may be significantly more or less favourable.

	206 For valuation purposes we have assumed a valuation date of 31 March 2023.  Projected cash flows for each of the NPI Projects cover a period of 30 years from the date of commissioning87F , whilst the cash flows for the Hengjaya Mine cover a period ...
	207 Reflective of the nature and the location of its assets, the cash flows for Nickel Industries respective operations are stated in US dollars (USD/US$).  Accordingly, our valuation of Nickel Industries has been prepared in USD, with the resulting e...
	208 As a cross check for our assessed value of the equity in Nickel Industries we have had regard to the Nickel Industries share price adjusted for a premium for control (to enable a comparison on a theoretical like for like, controlling interest, bas...
	Valuation of interests in NPI Projects
	209 HNI and RNI have been operating since the first half of 2019 and ANI has been operating since January 2022.  For the purposes of assessing the future cash flows for these projects we have had regard to the respective projects’ historical operating...
	210 Given the recent commissioning and ramp up of ONI, and that the required Industrial Business Licence to enable commercial sales was only issued on 18 April 2023, limited historical operating results for ONI are available.  Having regard to the sim...
	211 As the detailed cash flow projections for the NPI Projects are commercially sensitive, they have not been set out in our report.  However, we set out below information on the major assumptions underlying the free cash flow projections.
	Nickel metal production

	212 Nickel metal production represents NPI production (tonnes) multiplied by the NPI grade.  A summary of a range of nickel metal production statistics for the respective NPI Projects is set out below:
	213 As shown above and below, following a short ramp up period post commissioning, HNI, RNI and ANI have all consistently significantly exceeded nameplate production capacity:
	214 For the purposes of the DCF valuation, we have adopted nickel metal production equal to 130% of nameplate capacity for HNI, RNI and ANI.  To allow for potential variations in future production, we have also considered scenarios at 125% and 135% of...
	215 In the fourth quarter of 2022, Nickel Industries transitioned HNI to produce low grade nickel matte, which is converted to high grade nickel matte92F  at Shanghai Decent’s conversion facility located at the IMIP.  The recovery rate on the conversi...
	Nickel prices

	216 The benchmark LME and Shanghai Futures Exchange (SHFE) nickel prices from 1 January 2020 to 31 March 2023 are shown below.  We note that the LME and SHFE nickel prices have been broadly consistent over this period.
	Analyst forecast prices and forward nickel prices

	217 Analyst LME nickel price forecasts as at or around the valuation date, as well as average forward nickel prices, are set out below:
	218 The analyst long term nickel price estimates in real terms (i.e. excluding inflation) were between US$15,000 to US$16,000 per tonne during 2020 to 2021, and due to rising nickel prices, these have subsequently increased to around US$18,000 per ton...
	NPI prices

	219 As discussed in Section III, there has been a significant increase in NPI supply in recent years from production in Indonesia, with a substantial amount of new NPI capacity in the process of being commissioned or constructed.  Due to lower NPI pro...
	220 Partially offsetting this additional supply is an expected continuation of the conversion of some existing NPI production capacity in Indonesia to nickel matte production, noting that 20 RKEF lines in Indonesia have either recently transitioned to...
	(a) upgrading to high grade nickel matte requires a purpose built facility, the technology for which is owned by Tsingshan, the world’s largest stainless steel producer and a significant user of NPI.  Tsingshan may therefore limit the level of NPI pro...
	(b) there is limited land in proximity to existing RKEF plants available for constructing such purpose built “converting” plants.

	221 Prior to 2022, notwithstanding the inherent differences in end use of Class 1 and Class 2 grade nickel, NPI prices broadly followed benchmark LME nickel prices, with a premium or discount depending on the level of adjustment.  However, increasing ...
	222 A summary of the average NPI prices since 2019 and the level of “payability” of NPI prices in comparison to the LME nickel price is as follows:
	223 In regard to the above, we note that:
	(a) NPI prices have not been as volatile as LME nickel prices over the 2019 to Q1 2023 period
	(b) the bifurcation of NPI prices and LME nickel prices increased over 2022, with NPI prices for Nickel Industries’ respective RKEF projects beginning the year at around 85% of LME nickel prices and finishing the year at around 60% (reflecting, in par...
	(c) whilst the implied level of payability reduced over each of the above years, NPI prices have generally increased over the above period (aside from a small reduction in 2020)
	(d) the NPI market is ostensibly a Chinese-orientated market with prices increasingly a function of individual contract negotiations between buyer and seller.  Whilst indicative prices are published by a number of sources, there are numerous adjustmen...
	Nickel matte prices


	224 Nickel matte pricing is based on the SHFE nickel main contracts price94F , adjusted for payabilities.  The average level of payabilities for HNI’s nickel matte in the relatively short period available (i.e. since October 2022) has been 82.5% in co...
	Nickel, NPI and nickel matte prices adopted

	225 Having regard to the above, for the purposes of our DCF valuation we have adopted the following LME, NPI and nickel matte prices:
	Cash operating costs

	226 The quarterly historical cash operating costs per tonne for HNI95F , RNI, ANI and ONI since 2020 are set out in the chart below:
	227 As indicated above, during most of 2020 cash operating costs for both HNI and RNI were relatively consistent at around US$7,300 per tonne.  However, from late 2020 to around mid-2022, the cash operating costs per tonne for HNI and RNI (and ANI fro...
	228 As shown in the chart above, post commissioning of the ANI power plant in July 2022, ANI’s cash operating costs per tonne reduced materially due to the associated savings in power costs (with these savings elevated in the current high energy cost ...
	229 Following HNI’s transition to nickel matte production from October 2022, the cash costs at HNI have increased due to the additional costs incurred in the nickel matte production and conversion process, combined with the lower recovery rate (at a 9...
	230 For the purposes of our DCF, we have therefore adopted the following cash operating costs per tonne of nickel production:
	231 We have cross checked our adopted cash operating costs to the implied EBITDA per tonne and EBITDA margins and consider these reasonable having regard to the historical performance of HNI, RNI and ANI (adjusted as appropriate for the lower energy c...
	Potential NPI export tax

	232 In an effort to encourage further refining of Class 2 nickel products such as NPI and ferronickel, the Indonesian Government has proposed a tax on the export of these partially refined nickel products from Indonesia.  The current intention is for ...
	233 As at the date of this report, details of the potential export tax had not been legislated, and as such uncertainty exists as to the ultimate form of the tax (and if the tax will actually be introduced).  In the circumstances, we consider it prude...
	(a) a tax introduction date of 1 July 2024
	(b) a tax rate of 3.5% of the LME nickel price (which equates to around 5.0% of the NPI prices adopted), noting that this results in a reduction in EBITDA at the respective NPI Projects101 ranging from US$600 to US$700 per tonne of NPI produced.
	Sustaining capital expenditure and depreciation

	234 Aside from sustaining capital expenditure, the respective capital costs for the Company’s NPI Projects had been incurred at the valuation date.  Based on Nickel Industries’ experience at HNI, RNI and ANI (capital expenditure for which subsequent t...
	235 Depreciation of the upfront capital expenditure has been based on a 20 year useful life of the respective NPI Projects, which is consistent with the tax treatment for these assets.  For simplicity, we have assumed that sustaining capital expenditu...
	Working capital

	236 An allowance for working capital for ONI to reach a steady state of production has been included in the DCF, similar to that historically required to reach a steady state of production for each of HNI, RNI (adjusted for relative size) and ANI.
	Corporate tax

	237 The Indonesian corporate tax rate is 22%.  However, HNI, RNI, ANI and ONI have been granted material corporate income tax relief as outlined in paragraph 121 and summarised as follows:
	238 The DCF model also includes an allowance for 10% withholding tax payable on dividends distributed to the Singaporean holding company.  No withholding tax is expected to be payable on dividend distributions from Singaporean companies.
	Discount rate

	239 As set out in Appendix C, we have assessed the weighted average cost of capital (WACC) for Nickel Industries at 10.5% (real) per annum.
	240 Whilst the ONI project is yet to hit targeted production levels and there is potentially additional risk for this project relative to the existing operating RKEF projects, ONI has been funded and built and is fully operational (aside from the comm...
	Alternate scenario analysis

	241 There are inherent qualifications that apply to cash flow projections on which DCF valuations are based.  In addition, the cost of capital can vary between industry participants based on factors such as differing perceptions / acceptance of risk a...
	242 A description of each of the additional scenarios considered is outlined in the table below:
	Valuation outcomes and value range adopted

	243 As indicated above, we have considered the cash flows of the NPI Projects on a 100% ownership basis and have allowed for Nickel Industries’ economic interests on a pro-rata basis.  The aggregate NPV outcomes for Nickel Industries’ combined pro-rat...
	244 In regard to the valuation scenario outcomes shown above, we note that these are potentially conservative given that:
	(a) since reaching steady state operations, HNI, RNI and ANI have on average consistently exceeded their nameplate production capacity by 36.8%, 38.5% and 37.8% respectively, which is higher than both the base and high case production scenarios adopte...
	(b) the scenarios for ONI assume 115%, 120% and 125% of nameplate capacity, and current expectations are that ONI operates at a similar percentage level in excess of nameplate capacity to HNI, RNI and ANI.
	Adopted DCF value for NPI Projects

	245 Based on the above, we have adopted a combined value for Nickel Industries’ pro-rata interest in the NPI Projects ranging from US$2.8 billion to US$3.2 billion.  As indicated in the diagram above, this range reflects a greater weighting towards th...
	Valuation of 80% interest in the Hengjaya Mine
	246 As stated above, the value of the Hengjaya Mine has been assessed as at 31 March 2023 in real terms by adopting the DCF methodology (i.e. consistent with the valuation of the NPI Projects) and adopting a 25 year mine life.  We set out below inform...
	Mine production

	247 A summary of the quarterly production for the Hengjaya Mine for 2021 and 2022 is shown below, noting that due to recent expansion initiatives undertaken at the mine as well as increasing demand for limonite from HPAL plants recently commencing pro...
	248 Other key operating data for the Hengjaya Mine for 2021, 2022 and Q1 2023 is as follows:
	249 Mine annual production for 2022 increased to 6.8 Mt (comprised of 2.9 Mt saprolite and 3.9 Mt of limonite) and Nickel Industries commenced supplying commercial quantities of limonite to the IMIP during the year.  Limonite ore (that has historicall...
	250 The Hengjaya Mine achieved record production levels in the December 2022 quarter due to numerous mine expansion initiatives implemented over 2021 and 2022 that have focused on increasing production levels whilst lowering unit costs.  Specifically,...
	(a) the Hengjaya Mine set a new production record of combined saprolite and limonite ore mined of 2,707,858 WMT, a 59.5% increase on the previous quarter (which in itself was a quarterly mine production record)
	(b) sales of limonite to HPAL plants located at the IMIP (which commenced in April 2022) increased to 400,922 WMT from 185,271 WMT in the previous quarter103F .

	251 With the majority of operational improvements now fully implemented, in conjunction with opening new mine areas at the Bete Bete and Central Pit operations, the Hengjaya Mine has been able to successfully operate at targeted increased production l...
	252 Extensive drilling during 2021 and 2022 has continued to prepare the mine for higher production rates in future years.  Grade control infill drilling continues in the Central Pit areas to enhance the rolling 12-month mine plan, whilst the Bete Bet...
	253 Having regard to the recent expansion of the mine, and the plans envisaged by Nickel Industries’ management (including increasing levels of limonite production), for valuation purposes the following production levels have been adopted over the for...
	(a) 3.0 Mtpa of saprolite ore in 2023 and 3.5 Mt in 2024 and thereafter; and
	(b) 4.5 Mtpa of limonite ore in 2023, increasing to 6.5 Mtpa from 2024.
	Nickel prices adopted

	254 At paragraph 225 above we set out the LME nickel prices we have adopted for the purposes of deriving NPI and nickel matte prices for the NPI Projects.  Given the price of saprolite ore is directly related to LME nickel prices, we have also used th...
	255 The prices adopted for valuation purposes for the sale of limonite are US$18.0 per WMT from 2023, decreasing to US$13.8 per WMT (real) over the forecast period, which is based on recent prices received for limonite and a similar sized reduction to...
	Cash costs and capital expenditure

	256 The Hengjaya Mine employs a contract miner that is paid on a per tonne of saprolite and limonite ore produced basis104F .  This per tonne cost includes allowance for mine capital expenditure (covering the equipment and machinery required to perfor...
	257 Mine capital expenditure that is not covered by the contract miner is expected to be relatively modest in 2023, with these funds to be directed towards the completion of expansion initiatives (in particular the completion of the haul road directly...
	258 Excluding non-cash costs (i.e. depreciation and amortisation) and drilling costs (the costs for which have been relatively high recently due to the extensive drilling program being undertaken), operating cash costs in 2022105F  were US$23.8 per to...
	(a) saprolite – US$24.0 per WMT of saprolite ore production for 2023, reducing to US$23.0 per WMT in 2024 and thereafter
	(b) limonite – US$9.5 per WMT of limonite ore production for 2023 and US$8.5 per WMT in 2024 and thereafter.

	259 We have also allowed for corporate costs of some US$1.5 million per annum, based on historical levels of expenditure, which are not expected to change materially.
	Working capital

	260 Mine working capital requirements, including the stockpiling of ore (such as for the limonite ore), have been allowed for in the DCF calculations.  In this regard we note that given mine operations are undertaken through a contract mining structur...
	Discount rate

	261 As set out in Appendix C, we have assessed the WACC for Nickel Industries at 10.5% (real) per annum.  We have adopted a discount rate of 11.0% (real) per annum for the Hengjaya Mine, which is slightly higher than the discount rate assessed for Nic...
	Potential sell down to 49%

	262 Nickel Industries holds an 80% economic interest in the Hengjaya Mine with the remaining 20% owned by an Indonesian partner, the Wijoyo family.  The mine is owned via PT Hengjaya, an Indonesian company in which (consistent with prevailing regulati...
	263 For valuation purposes we have therefore assumed that any notional sell down (at the valuation date) of Nickel Industries’ ownership interest in the Hengjaya Mine (to meet the above requirement) would be undertaken at a market value equivalent to ...
	Valuation summary

	264 Based on the above, our valuation for 100% of the Hengjaya Mine (including allowance for the limonite stockpile) ranges from US$470 million to US$530 million.  On a pro rata basis, the value of Nickel Industries’ 80% interest in the Hengjaya Mine ...
	265 As set out in Section III there are significant reserves of nickel ore at the Hengjaya Mine, together with further exploration areas where there are identified prospects of increasing these nickel ore reserves based on planned future drilling prog...
	Valuation of corporate costs
	266 Nickel Industries’ unallocated corporate costs (i.e. costs which are not reflected in the respective valuations of the NPI Projects or the Hengjaya Mine) primarily relate to Directors’ fees and consultants’ expenses, in addition to listed company ...
	267 We have assessed the (negative) value of these corporate costs by adopting the DCF methodology over a 30 year period, which is consistent with the forecast period for the NPI Projects, and have applied a discount rate of 10.5% per annum (consisten...
	268 On this basis, the value of the unallocated corporate costs has been assessed at negative US$55 million to US$65 million.
	Net debt
	269 As at 31 March 2023, Nickel Industries had net debt of some US$316.3 million, calculated as follows:
	270 In addition to the above, Nickel Industries will incur some US$4.0 million of transaction costs.  Notwithstanding a small proportion of these transaction costs are associated with undertaking the proposed Newstride Conditional Placement, the appro...
	Other assets / liabilities
	271 Whilst Nickel Industries has recently entered into a number of agreements to either farm-in or to acquire nickel exploration / development projects, the Company’s interests in these projects are not material in the context of the valuation of the ...
	Share capital outstanding
	272 As indicated above, we have allowed for the impact of the Institutional Placement and SPP in our assessed value of Nickel Industries.  Accordingly, we have adopted 3,024.3 million fully paid ordinary shares on issue, which includes the shares issu...
	Valuation summary
	273 Given the above, we have assessed the value of Nickel Industries shares prior to the Newstride Conditional Placement on a controlling interest basis as follows:
	Cross check to share trading in Nickel Industries
	274 We have cross checked our assessed value of Nickel Industries on a controlling interest basis by reference to the market prices of Nickel Industries shares on the ASX prior to the announcement relating to the Acquired Assets and the Conditional Pl...
	(a) as set out in Section III, Nickel Industries shares are actively traded, which indicates that the listed market price is likely to be a reasonably reliable reference point for the portfolio value of Nickel Industries shares
	(b) Nickel Industries has a market capitalisation of around A$2.7 billion109F , it is researched and analysed by eight investment analyst firms and has a number of institutional investors on its register
	(c) significant information has been disclosed in relation to Nickel Industries operations in its financial reports and stock exchange announcements.

	275 Empirical analysis undertaken by LEA indicates that the average premium paid above the listed market price in successful takeovers in Australia ranges between 30% and 35% (assuming the pre-bid market price does not reflect any speculation of the t...
	276 Since the announcement of Agreement with Shanghai Decent on 18 January 2023, share trading in Nickel Industries (adjusted for a premium for control) was initially relatively consistent with the low end of our assessed valuation range, with the sub...
	VII Valuation of Nickel Industries post the Newstride Conditional Placement
	Methodology
	277 The value of Nickel Industries following the Newstride Conditional Placement has been derived by aggregating:
	(a) the enterprise value of Nickel Industries prior to the Newstride Conditional Placement111F
	(b) the additional assets that will be purchased (i.e. the Acquired Assets112F  and Acquired Options) under the terms of the Agreement
	(c) the laterite assets / opportunities to be purchased113F
	(d) the net cash raised by the Newstride Conditional Placement (after assumed payments for the assets to be acquired) and allowance for the shares issued from the raising.

	Pro-forma impact of Newstride Conditional Placement
	278 Following approval and completion of the Newstride Conditional Placement, Nickel Industries will secure the Acquired Assets113 and Acquired Options and will look to acquire additional laterite assets to support the growth aspirations in Class 1 ba...
	279 Post the Newstride Conditional Placement, Nickel Industries:
	(a) will acquire an indirect 10% interest in HNC from Newstride for US$270 million
	(b) will acquire an additional 10% interest in ONI for US$75 million, increasing the Company’s total interest in ONI to 80%
	(c) will secure the Acquired Options, being:
	(d) intends to apply US$60 million towards assessment of new near-term nickel laterite opportunities, including resource acquisitions, associated feasibility studies and land acquisition
	(e) is expected (subject to market conditions) to transition two RKEF lines at ANI to produce nickel matte in early 2024.

	280 As indicated at paragraph 41, some US$445 million114F  is required to purchase the Acquired Assets, Acquired Options and the laterite assets with some US$276 million115F  to be satisfied by the shares to be issued under the Conditional Placements ...
	281 In addition, there are no incremental transaction costs of significance associated with the approval of the Newstride Conditional Placement and the number of ordinary shares on issue will also increase (refer paragraph 288 below).
	282 Regarding the valuation of the Acquired Assets113, Acquired Options and the laterite assets / opportunities, we note that:
	(a) in Section V we have assessed the indicative value of a 10% interest in HNC at US$340 million to US$400 million
	(b) we have assessed the value of an additional 10% interest in ONI at US$130 million to US$150 million
	(c) notwithstanding the prospects for the assets relating to the Acquired Options, and the likelihood of increased value for these assets over the medium to long term, we have conservatively valued the Acquired Options at the price at which Nickel Ind...
	(d) regarding the value of the laterite assets to be purchased, we have assumed that any amount paid will reflect the market value of these assets
	(e) the uplift in value for ANI from transitioning two RKEF lines to produce nickel matte has been assessed by comparing the value for ANI when producing NPI at all four RKEF lines116F  in comparison to the value for ANI when two RKEF lines are produc...

	283 Having regard to the above, a summary of the controlling interest enterprise value of Nickel Industries post the Newstride Conditional Placement is as follows:
	Minority interest discount
	284 Consistent with the requirements of RG 111, the value of Nickel Industries shares after the Newstride Conditional Placement must be assessed on a minority interest basis.  Empirical research undertaken by LEA on takeover premiums and minority inte...
	285 In the circumstances of Nickel Industries we have had regard in particular to:
	(a) the purpose of the Newstride Conditional Placement (i.e. the HNC Acquisition)
	(b) our view on the appropriate long-term level of debt (relative to equity) as assessed in Appendix D, noting that the current level of debt (in funding percentage terms) is lower, reflective of the recent significant equity capital raisings and the ...
	(c) the comparative position of the Company pre and post the Newstride Conditional Placement.

	286 Accordingly, we have applied a discount of 20%118F  to our assessed post Newstride Conditional Placement (controlling interest) enterprise value, which we consider appropriate in the circumstances.
	Shares on issue post Newstride Conditional Placement
	287 Pursuant to the Newstride Conditional Placement, Nickel Industries will issue some 381.4 million new ordinary shares based on the raising size of US$260.6 million119F  (A$389.0 million) and the issue price of A$1.02 per share.  A further 23.2 mill...
	288 Following completion of the Newstride Conditional Placement, Nickel Industries will have some 3,428.8 million ordinary shares on issue:
	Minority interest value
	289 Based on the above and the analysis in the preceding sections, we have therefore assessed the minority interest value of Nickel Industries shares following the Newstride Conditional Placement as follows:
	Recent share trading (post Equity Raise announcement)

	290 A summary of the trading in Nickel Industries shares post the announcement of the Agreement with Shanghai Decent up to 31 March 2023 is set out below:
	291 Since the announcement of the Equity Raise up to 31 March 2023, Nickel Industries shares have traded between A$0.85 and A$1.17 and closed at A$0.90120F .  The VWAP over this period was A$1.01.
	292 The low end of our assessed value of Nickel Industries shares (both pre and post the Newstride Conditional Placement) on a minority interest basis is above the level of trading in Nickel Industries shares, however, we note that there has been vola...
	VIII Evaluation of the proposed transactions
	Assessment of fairness – HNC Acquisition
	293 In our opinion, the HNC Acquisition is fair and reasonable to Nickel Industries Shareholders.  We have formed this opinion for the reasons set out below.
	294 Pursuant to RG 111, a related party transaction is “fair” if the value of the financial benefit being offered by the entity to the related party is equal to or less than the value of the assets being acquired.  In our opinion the Proposed Transact...
	(a) the price of the HNC Acquisition (of US$270 million) is less than the NPV of the Company’s pro rata share of the estimated future free cash flows from the project based on current rates of production and EBITDA generated by the HNC Project (refer ...
	(b) the HNC Acquisition:
	(i) is an attractive investment proposition in terms of the Capital Intensity of the HNC Acquisition relative to other HPAL projects and having regard to the relative stage of development (refer paragraphs 194 to 197)
	(ii) is estimated to provide a return on investment that exceeds the Company’s cost of capital and has a relatively short implied payback period for a long life project (refer paragraphs 198 to 199).


	Assessment of reasonableness – HNC Acquisition
	295 Pursuant to RG 111, a related party transaction is reasonable if it is fair.  Consequently we have concluded that the HNC Acquisition is both fair and reasonable to Nickel Industries Shareholders122F .
	Assessment of fairness – Newstride Conditional Placement
	296 In our opinion, the Newstride Conditional Placement is not fair.  We are of this opinion for the following reasons.
	297 RG 111 requires that the fairness of the Newstride Conditional Placement be assessed by comparing the controlling interest value of Nickel Industries shares prior to implementation of the Newstride Conditional Placement with the portfolio value of...
	298 This comparison is set out below:
	299 Based on the above we have concluded that the Newstride Conditional Placement is not fair to Nickel Industries Shareholders when assessed under RG 111.
	Assessment of reasonableness – Newstride Conditional Placement
	300 Under RG 111 the Newstride Conditional Placement is reasonable if, notwithstanding not being fair but after considering other significant factors, the expert is of the opinion that the advantages of the Newstride Conditional Placement outweigh the...
	301 Consequently, we set out below the advantages and disadvantages of the Newstride Conditional from the perspective of Nickel Industries Shareholders.
	Position of Nickel Industries Shareholders

	302 In considering whether the Newstride Conditional Placement is reasonable, we have initially considered whether Nickel Industries Shareholders are likely to be better off from a value perspective if they approve the Newstride Conditional Placement ...
	303 Accordingly, we have reduced our controlling interest value prior to the Newstride Conditional Placement by a minority interest discount123F  in order to estimate the corresponding portfolio interest value of Nickel Industries shares prior to the ...
	304 On this basis, we note that the Newstride Conditional Placement (as evaluated) is value accretive for Nickel Industries shareholders:
	305 The majority of the US$4 million total transaction costs which will be incurred under the Equity Raise were associated with the Institutional Placement and SPP, noting the minor component attributable to the Newstride Conditional Placement will be...
	306 Based on the above, the Newstride Conditional Placement is, prima facie, reasonable to Nickel Industries Shareholders when considered solely from a portfolio value perspective.
	Impact on control

	307 If the Newstride Conditional Placement is approved there will be an impact on the voting power and ownership of Nickel Industries.  Shanghai Decent (which currently has a relevant interest in Nickel Industries shares of approximately 19.2%124F ) w...
	308 Therefore, if the Newstride Conditional Placement is approved Shanghai Decent will increase its interest in Nickel Industries from 21.3% prior to the Equity Raise to some 28.1% of issued capital, an interest which from a regulatory perspective imp...
	(a) the Newstride Conditional Placement is not expected to have an impact on the day to day operations or control of the Company (noting that Shanghai Decent will not have any additional Board representation)
	(b) under the creep provisions, as set out in s611(9) of the Corporations Act, a holder of more than 20% interest may acquire an additional 3% interest every six months.
	Proposed issue price of shares

	309 As noted above, pursuant to the Conditional Placement, Nickel Industries shares will be issued at A$1.02 per share.  In contrast:
	(a) our controlling interest value of Nickel Industries prior to the Conditional Placement is A$1.43 to A$1.65 per share
	(b) our minority interest value of Nickel Industries prior to the Conditional Placement is A$1.15 to A$1.33 per share.

	310 Thus, the issue price of A$1.02 per share:
	(a) is materially lower than our valuation range for Nickel Industries shares on a 100% controlling interest basis (primarily due to the absence of a control premium being paid125F )
	(b) is below the lower end of our valuation range for Nickel Industries shares on a portfolio interest basis (noting that capital raisings of the nature of the Equity Raise are generally placed at a discount to pre capital raising share prices).

	311 In addition to the above, we note that the issue price of A$1.02 represents a price broadly consistent with share trading in Nickel Industries shares initially following the announcement of the Agreement, and a premium to more recent share trading...
	312 Further, the issue price of the Conditional Placement at A$1.02 is consistent with the issue price of the recently completed Institutional Placement and SPP.  In this regard, we note that both the Institutional Placement and SPP, which were undert...
	313 In addition to the above, Nickel Industries shareholders should note that in light of the recent volatility in Nickel Industries shares the issue price of A$1.02 represents a material premium to the more recent trading in Nickel Industries shares.
	Strategic partnership with Shanghai Decent

	314 On 22 November 2021 the Company announced it had signed a multi-faceted MoU with Shanghai Decent, outlining a framework for future collaborations between the parties over the next several years.  The MoU consolidated and expanded the strong existi...
	315 Consistent with the MoU, on 18 January 2023 Nickel Industries announced that it had executed an Electric Vehicle Battery Supply Chain Strategic Framework Agreement with Shanghai Decent, including binding agreements to purchase the Acquired Assets ...
	316 The financial, operational and strategic partnership with Shanghai Decent has been very beneficial to Nickel Industries shareholders to date and has resulted in Nickel Industries becoming a globally significant, low-cost producer of NPI.  The next...
	Dilution of existing shareholder interests

	317 If the Newstride Conditional Placement is approved, the interests of non-associated Nickel Industries shareholders will be diluted as they will collectively hold 71.9% of Nickel Industries shares after the related share issue to Shanghai Decent.
	318 However, it should be noted that Nickel Industries’ non-associated shareholders are likely to be diluted in any event, as Nickel Industries would have required additional equity capital127F  to fund the Acquired Assets if the Newstride Conditional...
	Likelihood of receiving a future takeover offer

	319 Shanghai Decent currently owns approximately 19.2% of Nickel Industries (on a fully diluted basis), which is sufficient to block a full takeover by another party.  A potential bidder seeking to take over Nickel Industries would therefore need to p...
	Conclusion
	320 Based on the above we summarise below the advantages and disadvantages of the Newstride Conditional Placement:
	(a) the Equity Raise (including the Newstride Conditional Placement) is being undertaken primarily to fund the acquisition of the Acquired Assets and Acquired Options, and to provide funds for corporate purposes.  With respect to the Acquired Assets:
	(i) the Newstride Conditional Placement is directly linked to securing the indirect 10% interest in HNC which is value accretive for Nickel Industries shareholders and initiates Nickel Industries’ entry into the EV supply chain and the related product...
	(ii) the Equity Raise also funds the acquisition of the additional 10% interest in ONI on favourable terms and aligns Nickel Industries’ interests in its RKEF plants providing incremental production capacity and value to the Company.  The ONI Acquisit...

	(b) the Acquired Options (which are a component of the Agreement and are linked to the approval of the Newstride Conditional Placement) provide a strategic advantage, securing the rights for the Company to collaborate with Shanghai Decent on future ba...
	(c) Nickel Industries has established a financial, operational and strategic partnership with Shanghai Decent and Tsingshan which has been very beneficial to Nickel Industries shareholders and has resulted in Nickel Industries becoming a globally sign...
	(d) the Newstride Conditional Placement is value accretive on a comparative portfolio interest basis.  Further, this assessment does not incorporate any value uplift for ENC and future nickel conversion opportunities at ONI which are anticipated to be...
	(e) pursuant to the Newstride Conditional Placement, Shanghai Decent will increase its interest in Nickel Industries from 21.3%128F  to 28.1% of issued capital, an interest which from a regulatory perspective implicitly reflects an increased degree of...
	(i) the Newstride Conditional Placement is not expected to have an impact on the day to day operations or control of the Company (noting that Shanghai Decent will not have any additional Board representation)
	(ii) under the creep provisions, as set out in s611(9) of the Corporations Act, a holder of more than a 20% interest may acquire an additional 3% interest every six months

	(f) the Newstride Conditional Placement is not “fair” when assessed based on the guidelines set out in RG 111.  This is because the Newstride Conditional Placement does not provide value to Nickel Industries shareholders which is equal to the full con...

	321 As indicated above there are a number of advantages and disadvantages associated with the Newstride Conditional Placement.  However, the Newstride Conditional Placement (as part of the Equity Raise) enables Nickel Industries to finance the HNC Acq...
	322 For the reasons set out above, in our opinion, the Newstride Conditional Placement is therefore not fair but is reasonable to Nickel Industries Shareholders in the absence of a superior proposal.
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	Consents
	10 LEA consents to the inclusion of this report in the form and context in which it is included in the Notice of Meeting.
	Valuation approaches
	1 RG 111 outlines the appropriate methodologies that a valuer should consider when valuing assets or securities for the purposes of, amongst other things, share buy-backs, selective capital reductions, schemes of arrangement, takeovers and prospectuse...
	(a) the DCF methodology
	(b) the application of earnings multiples appropriate to the businesses or industries in which the company or its profit centres are engaged, to the estimated future maintainable earnings or cash flows of the company, added to the estimated realisable...
	(c) the amount that would be available for distribution to shareholders in an orderly realisation of assets
	(d) the quoted price of listed securities, when there is a liquid and active market and allowing for the fact that the quoted market price may not reflect their value on a 100% controlling interest basis
	(e) any recent genuine offers received by the target for any business units or assets as a basis for valuation of those business units or assets.

	2 Under the DCF methodology the value of the business is equal to the NPV of the estimated future cash flows including a terminal value.  In order to arrive at the NPV the future cash flows are discounted using a discount rate which reflects the risks...
	3 Methodologies using capitalisation multiples of earnings or cash flows are commonly applied when valuing businesses where a future “maintainable” earnings stream can be established with a degree of confidence.  Generally, this applies in circumstanc...
	4 Capitalisation multiples can be applied to either estimates of future maintainable operating cash flow, EBITDA, EBITA, EBIT or net profit after tax.  The appropriate multiple to be applied to such earnings is usually derived from stock market tradin...
	5 An asset based methodology is applicable in circumstances where neither a capitalisation of earnings nor a DCF methodology is appropriate.  It can also be applied where a business is no longer a going concern or where an orderly realisation of asset...
	Assessment of discount rate
	Principles
	1 The determination of the discount rate or cost of capital for an asset requires identification and consideration of the factors that affect the returns and risks of that asset, together with the application of widely accepted methodologies for deter...
	2 The discount rate applied to the projected cash flows from an asset or business represents the financial return that will be demanded before an investor would be prepared to acquire (or invest in) the asset or business.  Discount rates for assets or...
	3 Reflective of the nature and the location of its operations, the cash flows for Nickel Industries are stated in USD.  Accordingly, we have referenced USD yields / rates of return as appropriate in determining a discount rate for Nickel Industries.
	WACC
	4 The generally accepted WACC formula is the post-tax WACC (without adjustment for dividend imputation), as shown below:
	5 We have used the capital asset pricing model to derive the cost of equity for Nickel Industries.  The formula for deriving the cost of equity using the capital asset pricing model is as follows:
	6 It is appropriate to use a debt cost equivalent to that likely to be incurred by Nickel Industries assuming it were to raise debt finance in the capital market on the valuation date.  Given that the majority of Nickel Industries’ income is generated...
	7 The elements adopted in the calculation of the discount rate for Nickel Industries using the WACC are detailed as follows.
	Discount rate for Nickel Industries
	Risk-free rate

	8 For the purpose of our valuation of Nickel Industries we have adopted a long-term risk-free rate of 3.75% per annum, which is equivalent to the average yield on the 30-year US Government Bond for the month of March 2023 (note, this is the longest te...
	Market risk premium

	9 The MRP represents the additional return above the risk-free rate that investors require in order to invest in a well-diversified portfolio of equity securities (i.e. the equity market as a whole).  Having regard to academic studies and empirical ev...
	Equity beta

	10 In determining the appropriate equity beta for Nickel Industries, we have considered (inter-alia):
	(a) the risks associated with the business of Nickel Industries
	(b) the beta estimates of global companies primarily engaged in nickel mining and/or nickel processing.
	Risk factors of Nickel Industries


	11 We have considered the key business risks associated with Nickel Industries which are summarised below:
	(a) input price risks – the Company is exposed to risks associated with the volatility and prices of nickel130F  and energy related costs (in particular coal)
	(b) reliance on Tsingshan – Nickel Industries is heavily reliant on Tsingshan as operator of its NPI Projects and as a purchaser of NPI produced from all of its RKEF processing facilities131F
	(c) manufacturing disruption risk – a disruption at any of the facilities at which Nickel Industries’ operations are based (i.e. the IMIP and IWIP) has the potential to adversely affect production capacity and earnings.
	Betas of comparable companies


	12 The equity betas of global companies primarily engaged in nickel mining and/or nickel processing are as follows:
	13 The above betas vary widely which reflects differences in size, leverage and operational risks.  None of the other listed companies are directly comparable to Nickel Industries and the international companies are generally much larger in size.  Ind...
	Conclusion

	14 Having regard to the above, we have adopted an equity beta of 1.1 to 1.2 for Nickel Industries.
	Country risk premium (CRP)

	15 The three major types of risk associated with an investment in a foreign country are:
	(a) political risk, which includes risks such as changes in the regulatory or legal environment, political expropriation, fiscal changes, the blocking of the capital markets and market intervention policies
	(b) economic risk, which includes all variations in such macroeconomic parameters as interest rates and gross domestic product
	(c) currency risk, such as exchange rate volatility as well as the gradual depreciation of the local currency over time.

	16 Where these risks are greater, particularly in cases where investments are located in emerging countries, it has become common practice for investors to (appropriately) seek a higher rate of return on these investments to account for the increased ...
	Quantitative estimates of CRP

	17 The most widely used proxy for the CRP (for an emerging country) is the “default spread” that investors seek for buying bonds issued by the emerging country (relative to the developed country which is being used as the benchmark for the determinati...
	18 It should be noted that a country’s “default spread” measures the CRP for a debt instrument, not an equity instrument.  Intuitively, the CRP for an equity instrument (i.e. equity CRP) should be larger due to greater risk associated with an equity i...
	Conclusion

	19 Having regard to relevant academic studies and empirical evidence, together with our assessment of the political risk of operating in Indonesia, we have adopted an equity CRP for Indonesia of 3.0%.  Whilst we consider this risk premium appropriate ...
	Specific risk premium

	20 Given the following factors, we have adopted a specific risk premium of 0.5% when assessing the WACC for Nickel Industries:
	(a) demand for nickel is anticipated to remain robust over the long term, due to the rising popularity of clean energy technologies and the related electrification of vehicles and appliances.  There has also been a recent notable increase in the suppl...
	(b) the nickel industry faces a range of ESG concerns, and in particular the level of carbon emissions from refining nickel.  NPI production is also one of the more polluting of the nickel refining processes; and
	(c) the nickel price has been increasingly volatile in recent periods.
	Cost of debt

	21 A long term cost of debt of 10.5% to 11.5% per annum has been adopted.  This reflects a borrowing margin of around 6.75% to 7.75% above the adopted risk-free rate.  In forming this opinion, we have also considered, inter alia:
	(a) the issuance of US$400 million New Senior Unsecured Notes during April 2023132F  at an interest rate of 11.25% per annum.  These notes mature in October 2028133F
	(b) the issuance of US$225 million Senior Secured Notes during August 2022 at an interest rate of 10.0% per annum, maturing August 2025134.  Note the Senior Secured Notes were subsequently repurchased by the company in April 2023
	(c) the issuance of US$325 million Senior Unsecured Notes, in two tranches during March 2021 (US$175 million) and September 2021 (US$150 million), which were consolidated to form a US$325 million single series of notes.  The Senior Unsecured Notes hav...

	22 As a result of the recent debt restructuring, the bonds on issue for Nickel Industries now comprises:
	(a) US$400 million of New Senior Unsecured Notes
	(b) US$245.6 million of Senior Unsecured Notes.
	Debt to debt plus equity ratio

	23 We have assumed that over the long term the business operations of Nickel Industries are financed by a combination of 75% equity and 25% debt.
	Calculation of WACC
	24 Based on the above, the discount rate range for Nickel Industries is as follows:
	25 Based on the above we have adopted a real (post-tax) discount rate of 10.5% per annum (around the midpoint of the discount rate range calculated above) for Nickel Industries.
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