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We attended Mercator Minerals Ltd.’s (TSX: ML) annual meet-
ing in June.  The meeting was conducted at its wholly owned 
Mineral Park Mine located near Kingman, in northwest Ari-
zona.  Management reports that construction of the first stage 
(25,000 tpd) of the 50,000 tpd copper-molybdenum project is 
on time and on budget.  They have begun commissioning the 
operation, with mill startup in October, and potentially reaching 
breakeven on an operating basis by the end of 2008.  There are 
a number of milestones passed since initiating coverage. 
 

• Construction on budget and schedule. 
• Sold silver production improving economics. 
• Strong long-term copper and molybdenum price outlook. 
 

Mercator’s Mineral Park Mine may be among the lowest-risk 
mining projects advancing to production.  As the company’s 
stock price has retreated to levels below that at initiation, and 
construction has proceeded unimpeded with metal prices re-
main stable at historic levels, it would appear that shares of 
Mercator are even more attractive than at initiation of research 
coverage.  We are increasing our target price to $17 per share, 
retaining our Buy rating, and reducing our assessment for risk 
to Low.  

Price Target  C$17.00 
 
Rating  Buy 
 
Risk   Low 
 
Disclosures  1, 2, 3, 4 

 Corporate Officer    Michael L. Surratt, President and CEO                          (604) 981-9661 
  Contact Person    Marc LeBlanc, VP Corporate Dev. and Secretary          (604) 981-9661 
 Corporate Address    1971 Sundown Place, North Vancouver, B.C. V7P 3C3 
 Website     www.mercatorminerals.com 

SEPTEMBER 29,  2008 
UPDATE REPORT 

Earnings Per Share (US$) 
  Q1: Mar. Q2:Jun. Q3:Sep. Q4:Dec. Annual* 
2009E $   0.02 $     0.14 $   0.26 $    0.38 $     0.79 
2008E $   (0.01) $   (0.09) $   (0.09) $   (0.09) $   (0.27) 
2007E $   (0.06) $   (0.08) $   (0.00) $   (0.02) $   (0.16) 
2006A $     0.02 $     0.03 $     0.06 $     0.01 $     0.11 
* numbers may not add up due to rounding   

Price C$4.38   Shares (mils) 60.4  
P/E Ratio (ttm) NA   Market Cap (mils) C$264.7   
Molybdenum Res. (lbs) 343.1 M  52 Week Range C$4.76- 12.94  
Copper Reserve (lbs.) 1,357.3 M  Ave. Daily Vol. 290,091  
    Gross Margin NA  
Cash/share US$1.02    Oper. Margin NA  
Current Ratio 29.4   Insider Ownership 2.5 % 
Debt to cap ratio 0.72 %  Inst'l Ownership 40.0 % 
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Price - C$9.00
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Target - C$17.00
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Investment Thesis: Risk Profile Declines While Economics Improve 
 

Metals and mining companies are exposed to a significant number of risks that increase the volatility of their share prices.  Dur-
ing the period under coverage, it is apparent that Mercator’s management has reduced the project’s risk profile by advancing the 
project on time and on budget (Figure 1).  In addition, Mercator has sold its production stream of silver, which immediately en-
hances the anticipated rate of return, while reducing financial risk and accelerating the second stage of construction at Mineral 
Park.  This is important because it is typical for companies with projects under construction to have limited appreciation poten-
tial until production commences.  Also, projects in the construction phase have defined limits for positive surprises (in addition 
to higher metal prices) while bearing the additional exposure of construction risk.  In this case, management has maintained con-
struction on time and on budget, and improved economics by monetizing silver production (which may not have been appreci-
ated by investors) during a period of relatively stable metal prices. 
 

We believe the price level of Mercator’s stock since initiating coverage does not fully reflect the reduced risk profile and im-
proving economics.  However, we are of the opinion that the market is rational and should reward companies that increase profit 
potential while mitigating risk.  Except for major mining companies enjoying production at record metal prices, the stock prices 
of emerging producers and exploration companies have been under significant pressure over the past year.  The increased avail-
ability of capital during a sustained bull market in metals has stressed available infrastructure and human capital, increasing in-
flation of development and operating costs for mid-tier and junior mining companies.  In general, costs have increased at a faster 
rate than the underlying metal prices, squeezing margins and reducing returns on investment.  In addition, increasing anxiety 
over a U.S. or global economic slowdown, along with credit issues in the housing market, have further increased banker’s aver-
sion to risk.  This has increased the volatility of metals and limited the availability of capital important for many inadequately 
capitalized companies to remain viable.  Because many of these factors have a negligible impact on Mercator’s Mineral Park 
Mine, taken together, it would appear to us that shares of Mercator may be even more attractive. 

Figure 1 – Mineral Park Project Under Construction, June 2008 
Source: Analyst 

Construction Update Summary 
 

We have had the opportunity to visit the Mineral Park Mine on several occasions during construction.  The project began com-
missioning in September of 2008, benefiting from Mercator’s management team having worked together in the past, construct-
ing a mine in Nevada.  This accounts for the decision to pre-order critical equipment as well as orchestration of site develop-
ment, mine plan, and project scheduling.  This likely has helped keep the project on time and on budget.  Management is setting 
itself up for further success by completing up to 40% of the work necessary for the second stage of the expansion during the first 
stage of construction.  This substantially reduces the risk in site preparation and foundation work.  While project overruns and 
scheduling delays have become all too acceptable in the mining industry, Mercator has advanced their project without apparent 
complications.  It is this steady progress that allows Mercator’s construction progress to resemble that of a major mining com-
pany. 
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Figure 2 – Mineral Park Mine Under Construction, June 2008 
Source: Analyst 

 
 

 When we recently visited the Mineral Park Mine in June of 
2008 (Figures 2 & 3), we found the concrete work, includ-
ing ball mill foundations and reclaim tunnels, to be com-
plete.  The SAG mills and ball mill shells (for the first 
stage) were installed and in process of completing me-
chanical, electrical work and alignment.  The rougher flo-
tation tanks were completed, and the work to connect these 
components, including conveyors and piping, was ongo-
ing.  The tower crane, which will remain in place for the 
duration of the project, was fully operational.  This should 
further accelerate progress at the site.  The Molybdenum-
Copper Concentration (MCC) building was framed and the 
siding was being installed.  Additional work to be com-
pleted at the time of our visit included primary crusher 
foundations and conveyors to the ore pile, as well as mo-
lybdenum cells and reclaim conveyors. 

Mercator provided a construction update in August, subsequent to our project visit in June.  Both ball and SAG mills for the first 
stage, with crusher frames, have been set with mechanical work underway.  The mechanical work for the course ore pile and 
reclaim tunnel is complete with electrical work underway.  The rougher flotation, copper cleaner and molybdenum flotation cells 
are complete with electrical work underway.  The mechanical work on the thickeners and the lime and reagent tanks are com-
plete.  The tailings dam raise and upgraded water system is complete with piping underway.  The new 69kv power line is nearing 
completion. 

Figure 3 – Mineral Park Mine Under Construction, June 2008 
Source: Analyst 

At the time of our visit, management had discontinued 
placing ore on the leach pad (for cathode copper produc-
tion only) and was continuing to stockpile ore for the first 
stage of the copper-molybdenum circuits.  Ore is being 
stockpiled for processing as well as being exposed in 
benches to provide a steady stream for production.  We 
also noted significant work at the north end of the project, 
where they were clearing waste to expose ore for process-
ing in the second stage of production, scheduled to com-
mence in about a year.  The advanced state of construction 
for the first and second stages, as well as stockpiling ore 
for the first stage and clearing waste for the second stage, 
inclines us to believe that production of both phases may 
proceed as scheduled. 

Construction Scheduling and Project Economics Enhanced by Sale of Silver Production 
 

At commodity prices of US$1.40 per pound for copper, US$7.50 per pound for molybdenum, and US$7.50 per ounce for silver, 
the Mineral Park Mine has total estimated proven and probable mineral reserves and contained metal of over one billion pounds 
of copper, 260 million pounds of molybdenum, and 12 million ounces of silver, and an estimated mine life of 25 years.  In June 
of 2008, Mercator sold its life-of-mine silver production to Silver Wheaton Corp. (AMEX: SLW) and received an up-front pay-
ment US$42 million in cash, to be recognized as deferred revenue.  Upon delivery, Silver Wheaton will pay Mercator an addi-
tional payment of the lesser of the silver spot price or US$3.90 per ounce of silver (escalating 1% per year commencing in year 
four).  It is anticipated that the Mineral Park Mine, upon completion of its second stage, may process 50,000 tpd producing an 
average of 600,000 ounces of silver annually over the first ten years of production. 
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We view this transaction to be quite positive for shareholders.  Silver is a by-product at Mineral Park, accounting for less than 
2% of anticipated revenues.  It is unlikely that investors give the silver component significant value when assessing Mercator’s 
overall investment potential.  Also, Mercator benefits from both the up-front cash payment and an established buyer for the silver 
over the life of the mine.  The cash payment, along with cash on hand and cash flow from existing copper leaching, should fully 
fund remaining costs associated with the first stage nearing completion, and with cash flow from production from the first stage 
of milling operations will fully fund the second stage scheduled for completion in mid-2009.  In addition to the added financial 
flexibility, the Mineral Park Mine remains unhedged and fully leveraged to higher metal prices, and is in position to pre-order 
remaining components critical for timely construction of the second stage.   
 

The up-front cash payment prior to commencing production provides an immediate boost to the expected internal rate of return 
(IRR).  Based on our model, as revised from earlier economic studies, the sale of the silver production may have increased the 
IRR by as much as 40%.  Interestingly, this increase in return occurred while reducing the risk associated with construction.  In 
addition, the ability to order ahead has been shown to keep the project on schedule and reduce construction risk.  Also, the avail-
ability of funding may allow Mercator to retain key personnel for the seamless construction transition from stage one to stage 
two. 
 
 

Financial Discussion 
 

Mercator produced 3.2 million pounds of copper in 2Q08, up from 2.5 million pounds of copper in 1Q08 (Figure 4).  Higher 
production and metal prices in the quarter generated revenues of $11.2 million in 2Q08 compared to $10.5 million in 2Q07.  
They increased construction activities in 2Q08 and expensed previously capitalized costs incurred in connection with the in-
process copper inventories on the leach pad which were reduced during the period.  As a result of Mercator ceasing to place ore 
on the leach pad, commencing the end of May, this led to an increase in operating expenses in the quarter.  Consequently, Mer-
cator reported an after-tax loss of $0.09 per share in 2Q08 compared to a gain of $0.02 per share in 1Q08.  Mercator reported 
cash balances of $62.0 million, and positive working capital of $77.9 million as of the end of 2Q08.  This reflects the closing the 
sale of silver production to Silver Wheaton.  It would appear that Mercator has adequate cash on hand with cash flow for sales of 
cathode copper to complete both the first and the second stages. 
 
 

 

Figure 4 – Cathode Copper Production 
Source: Analyst 
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Figure 5 – Real Copper Price Chart 
Source: Mercator 

Metal Price Comments 
 

We remain bullish on metal prices in the mid to long term.  Copper, molybdenum, and silver prices have remained stable, show-
ing strength during seasonally weaker summer months.  Many anticipate potential for weakness in metal prices in the near term 
due to temporary reduction in demand and/or increasing supply.  While we anticipate increased volatility in these metals in the 
near term, in our opinion this may be short lived.  While anxiety in the housing market and U.S. economy has reduced a tradi-
tional source of demand, higher metal prices are driven by growth in Asia, South America, and the Middle East.  Despite the 
potential for increased production, operating mines are being depleted or operating at progressively lesser grades.  In addition, it 
remains a challenge to locate new deposits and rapidly construct new mines.  There are increasing political pressures for nation-
alization of constraining exports, which should impact supply. 
 

These factors lead us to conclude that metal prices should remain stable during the early years of operation of the Mineral Park 
Mine.  Considering the ongoing rates of global economic growth with the potential for supply disruption, from an inflation-
adjusted point of view, metal prices may move even higher.  Our long-term outlook for copper is at $4.00 per pound, or within 
the range of $3.00 to $5.00 per pound.  This was the range for copper on an inflation-adjusted basis for the early part of the 20th 
century, when a significant amount of infrastructure and economic development took place (Figure 5).   
 

We are more uncertain regarding molybdenum prices relative to copper only because of the extensive history of copper and well 
defined markets.  We see the opportunity for molybdenum to be an important metal in the 21st century, much like copper was in 
the 20th century, but this is our opinion.  Certainly, our assumptions in our model for molybdenum prices at US$20 per pound 
and the assumptions in the Mercator model at a life of mine average of US$10.16 per pound are well below current molybdenum 
prices of $30 to $35 per pound, and are considered conservative in the near term. 
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Overall Lower Risk Profile 
 

Companies operating in the metals and mining industry face uncertainties ranging from the minutia of project development and 
operation, to global economic factors well outside the influence of management.  While investing in shares of Mercator Minerals 
Ltd. should not be considered risk free, Mercator is arguably at the lower end of the risk continuum for companies in the mining 
sector.  In many ways, management has been successful advancing the Mineral Park Mine to production by “making its own 
luck” which may be passed through to shareholders via a lower risk profile.  It is beneficial in this update report to revisit general 
risk exposure to Mercator, as well as our opinion as to how these risks may be mitigated relative to other companies in the metals 
and mining sector. 
 

Risk: Mining projects may be adversely impacted by the political risk and regulatory risk to permit, construct, and op-
erate a mine. 

Mitigation: The Mineral Park Mine has been continuously operated as a mine since 1963 in Arizona, a political jurisdiction 
friendly to mining.  Additionally, there was a flotation mill on site from 1965 through 1981.  The Mineral Park 
Mine is fully permitted, has no ownership issues (or royalties), and retains water used in processing on site. 

 

Risk: Mining projects may be costly and difficult to finance. 
Mitigation: The first stage of the Mineral Park Mine has been fully financed without hedging metal production.  It is ex-

pected that cash balances, cash flow from production of cathode copper, and cash flow from stage one should be 
sufficient to fund the second phase.  Both stages to complete the 50,000 tpd facility are budgeted at about $200 
million, which relative to other projects constructed in more challenging locales, is relatively modest for the level 
of scheduled production. 

 

Risk: Mining projects while under construction are exposed to a large number of risks which may cause delays and 
cost overruns.  Currently, projects under construction are competing for equipment and labor and incurring sig-
nificant cost inflation and/or timely delivery and availability of essential components. 

Mitigation: The Mineral Park Mine is nearing completion along with a significant portion of the second stage.  The project 
benefits from previous and existing mining operations with advanced level of infrastructure and availability of 
labor and equipment.  Management has previous construction experience as a team, which has been demon-
strated by keeping to the construction schedule. 

 

Risk: Mining projects may have difficulty achieving scheduled production levels and intended profitability due to oper-
ating issues. 

Mitigation: The Mineral Park Mine benefits from having prior production of copper and molybdenum, which provides a his-
tory of successful metallurgy and production.  In addition, the Mineral Park Mine benefits from having excellent 
availability of infrastructure and labor, as well as a well-conceived site plan with a very low strip ratio of 0.18 to 
one. 

 

Risk: Mining projects profitability is impacted by metal prices. 
Mitigation: The Mineral Park Mine should generate cash flow at metal prices significantly below current levels.  Investment 

bankers and investors have gradually raised their assessment of long-term metal prices since the production of 
economic studies developed for the Mineral Park Mine.  In addition, at current levels it is anticipated that the 
current payback of capital could be completed within two years, well short of the anticipated 25-year mine life.  
In addition, by selling the silver production, Mercator has off-loaded metal price risk for silver, by receiving an 
up-front partial payment for silver production even prior to completion of construction. 

 

The successful advancement of the Mineral Park Mine leads us to conclude that management has successfully reduced the risk 
profile for Mercator.  While this conclusion in no way presumes shares of Mercator are without risk, we do argue that Mercator 
does maintain an attractive risk profile relative to other junior or mid-tier mining companies advancing to production. 
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Conclusion and Valuation 
 

We are comfortable with the progress management has made in the construction of a 50,000 tpd facility at the Mineral Park 
Mine.  Though there still remains potential for delays in the schedule, or for issues to arise in commissioning, we believe man-
agement has good potential to meet earlier guidance for production and reaching operating profitability.  It is apparent that con-
ditions in the industry or general market have overshadowed the opportunity for management’s progress and near-term potential 
to be reflected in the price of Mercator’s shares.  It would appear that, should metal prices remain at this level, it may result in an 
update of the potential resource at Mineral Park and lead to consideration for a third stage of construction to expand production.  
While this may enhance economics by increasing production in the mid-term, it is unlikely that this will be considered until the 
completion of the second stage. 
 

We have revised our model to account for the US$42 million cash payment by Silver Wheaton.  With copper at US$2.15 per 
pound (the average real price of copper over the prior 130 years) and molybdenum at US$20 per pound, receipt of the Silver 
Wheaton payment increases the IRR to 131% from 93%.  The NPV at an 8% discount rate increases slightly to US$16 per share.  
Interestingly, with assumptions reflective of current market conditions of US$3.00 per pound copper and US$30 per pound mo-
lybdenum, the IRR increases to 189% and NPV at 8% increases to US$27.95 per share.  For this reason we feel obliged to in-
crease our 12-month price target to C$17 per share, retain our Buy rating, and are reducing the risk assessment to Low. 
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0.06
0.06

0
0

0
0

R
ecovery

  C
opper R

ecover (SG
)

%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
80%

80%
  C

opper R
ecovery (H

G
)

%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
82%

82%
  C

opper R
ecovery (Leach)

%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
70%

70%
  M

olybdenum
 R

ecovery (SG
)

%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
75%

75%
  M

olybdenum
 R

ecovery (H
G

)
%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

76%
76%

  Silver R
ecovery

%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%
42%

42%

Payable Production
  C

opper - P
ounds (M

illing)
k-lbs

1,015,680
  

30,364
    

73,443
    

52,209
    

55,604
    

35,681
    

60,785
    

61,629
    

53,062
    

46,773
    

44,373
    

40,273
    

59,153
    

38,851
    

37,593
    

35,409
    

32,843
    

35,584
    

31,923
    

32,084
    

31,764
    

30,253
    

29,930
    

27,835
    

26,338
    

11,925
    

  C
opper - P

ounds (Leaching)
k-lbs

96,533
       

12,045
    

10,000
    

7,533
      

6,800
      

1,571
      

4,099
      

5,743
      

5,932
      

6,571
      

6,832
      

4,703
      

4,425
      

1,441
      

2,092
      

2,009
      

1,912
      

2,212
      

2,045
      

2,439
      

4,207
      

1,010
      

589
         

193
         

99
           

24
           

7
             

  M
olybdenum

 - Pounds
k-lbs

263,510
     

3,795
      

9,862
      

11,487
    

11,173
    

14,065
    

9,682
      

10,089
    

10,689
    

11,269
    

11,872
    

12,774
    

8,916
      

10,088
    

10,178
    

10,774
    

11,005
    

10,361
    

10,704
    

11,399
    

11,410
    

11,110
    

11,096
    

11,373
    

11,928
    

6,413
      

  Silver - O
unces

k-lbs
12,356

       
368

         
736

         
736

         
736

         
690

         
659

         
659

         
644

         
613

         
613

         
613

         
613

         
613

         
537

         
537

         
537

         
537

         
537

         
460

         
460

         
460

         
-

          
-

          
-

          
-

          

C
oncentrates Shipped, W

et
  C

opper
k-t

2351
70

170
121

129
83

141
143

123
108

103
93

137
90

87
82

76
82

74
74

74
70

69
64

61
28

  M
olybdenum

k-t
293

4
11

13
12

16
11

11
12

13
13

14
10

11
11

12
12

12
12

13
13

12
12

13
13

7

Prices
  C

opper Price
$/lb

3.00
$         

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

3.00
$      

  M
olybdenum

 Price
$/lb

30.00
$       

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

30.00
$    

  Silver Price
$/oz

4.29
$         

3.90
$      

3.90
$      

3.90
$      

3.90
$      

3.94
$      

3.98
$      

4.02
$      

4.06
$      

4.10
$      

4.14
$      

4.18
$      

4.22
$      

4.27
$      

4.31
$      

4.35
$      

4.39
$      

4.44
$      

4.48
$      

4.53
$      

4.57
$      

4.62
$      

4.66
$      

4.71
$      

4.76
$      

4.81
$      

FS&
R

 C
harges

  C
opper

$/lb
0.39

$         
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
0.39

        
  Leach C

opper D
iscount

$/lb
  M

olybdenum
$/lb

1.08
$         

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
1.08

1.08
  Silver

$/oz
0.74

$         
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

0.74
0.74

R
evenue

  C
opper - M

illing
M

$
3,047

         
91.1

220.3
156.6

166.8
107.0

182.4
184.9

159.2
140.3

133.1
120.8

177.5
116.6

112.8
106.2

98.5
106.8

95.8
96.3

95.3
90.8

89.8
83.5

79.0
35.8

  C
opper - Leaching

M
$

291
            

37.8
30.0

22.6
20.4

4.7
12.3

17.2
17.8

19.7
20.5

14.1
13.3

4.3
6.3

6.0
5.7

6.6
6.1

7.3
12.6

3.0
1.8

0.6
0.3

0.1
0.0

  M
olybdenum

M
$

7,905
         

113.9
295.9

344.6
335.2

421.9
290.5

302.7
320.7

338.1
356.2

383.2
267.5

302.6
305.3

323.2
330.1

310.8
321.1

342.0
342.3

333.3
332.9

341.2
357.8

192.4
  Silver

M
$

52
              

1.4
2.9

2.9
2.9

2.7
2.6

2.6
2.6

2.5
2.5

2.6
2.6

2.6
2.3

2.3
2.4

2.4
2.4

2.1
2.1

2.1
0.0

0.0
0.0

0.0
  D

ecorative R
ock

M
$

13
              

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.5
0.5

Total R
evenue

M
$

11,308
       

38.3
236.9

542.2
525.0

510.1
544.5

493.2
508.5

502.7
501.9

506.4
520.4

452.3
428.6

427.0
438.0

438.2
426.6

427.1
453.4

443.2
428.5

423.7
425.5

437.4
228.7

Freight Shipping &
 R

efining
  C

opper C
on R

efining
M

$
(396)

           
(11.8)

       
(28.6)

       
(20.4)

       
(21.7)

       
(13.9)

       
(23.7)

       
(24.0)

       
(20.7)

       
(18.2)

       
(17.3)

       
(15.7)

       
(23.1)

       
(15.2)

       
(14.7)

       
(13.8)

       
(12.8)

       
(13.9)

       
(12.4)

       
(12.5)

       
(12.4)

       
(11.8)

       
(11.7)

       
(10.9)

       
(10.3)

       
(4.7)

         
  Leach C

opper D
iscount

M
$

-
             

  M
olybdenum

 D
iscount

M
$

(285)
           

(4.10)
       

(10.65)
     

(12.41)
     

(12.07)
     

(15.19)
     

(10.46)
     

(10.90)
     

(11.54)
     

(12.17)
     

(12.82)
     

(13.80)
     

(9.63)
       

(10.89)
     

(10.99)
     

(11.64)
     

(11.89)
     

(11.19)
     

(11.56)
     

(12.31)
     

(12.32)
     

(12.00)
     

(11.98)
     

(12.28)
     

(12.88)
     

(6.93)
       

  Silver R
efining C

hanges
M

$
(9)

               
(0.3)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.5)

         
(0.4)

         
(0.4)

         
(0.4)

         
(0.4)

         
(0.4)

         
(0.3)

         
(0.3)

         
(0.3)

         
-

          
-

          
-

          
-

          
N

et R
evenue

M
$

10,618.34
  

38.3
220.67

    
502.32

    
491.69

    
475.79

    
514.89

   
458.51

  
473.09

    
469.96

    
471.02

  
475.84

  
490.41

    
419.19

    
402.07

  
400.91

  
412.17

    
413.08

    
401.13

    
402.71

  
428.26

  
418.16

   
404.32

    
400.09

    
402.36

    
414.28

    
217.11

    

O
perating C

osts
  M

ining
M

$
(489.5)

        
(5.0)

         
(16.1)

       
(22.3)

       
(17.9)

       
(18.1)

       
(21.0)

       
(22.0)

       
(21.2)

       
(21.9)

       
(22.3)

       
(21.5)

       
(22.2)

       
(20.5)

       
(21.4)

       
(20.6)

       
(21.7)

       
(22.2)

       
(21.9)

       
(20.4)

       
(20.2)

       
(17.4)

       
(16.5)

       
(16.4)

       
(15.8)

       
(15.7)

       
(7.4)

         
  Processing - M

ill
M

$
(1,388.0)

     
(28.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(57.9)

       
(28.5)

       
  Processing - H

eap Leach
M

$
(53.3)

          
(4.9)

         
(3.8)

         
(3.8)

         
(0.9)

         
(2.5)

         
(2.4)

         
(3.4)

         
(3.7)

         
(4.1)

         
(4.4)

         
(3.1)

         
(3.0)

         
(0.9)

         
(1.3)

         
(1.3)

         
(1.4)

         
(1.3)

         
(1.3)

         
(1.6)

         
(2.7)

         
(0.7)

         
(0.4)

         
(0.1)

         
(0.1)

         
(0.0)

         
(0.0)

         
  Adm

inistration
M

$
(83.4)

          
(0.9)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
(3.3)

         
Total O

perating C
osts

M
$

(2,014.2)
     

(5.8)
         

(52.2)
       

(87.3)
       

(80.0)
       

(81.8)
       

(84.6)
      

(86.5)
     

(86.0)
       

(87.1)
       

(87.8)
     

(85.7)
      

(86.4)
       

(82.6)
      

(83.9)
     

(83.1)
      

(84.2)
       

(84.6)
       

(84.3)
       

(83.2)
      

(84.1)
      

(79.3)
      

(78.1)
       

(77.7)
      

(77.0)
      

(76.9)
       

(39.1)
       

EB
ITD

A
M

$
8,609

         
33

           
168

         
415

         
412

         
394

         
430

         
372

        
387

         
383

         
383

       
390

        
404

         
337

        
318

       
318

        
328

         
328

         
317

        
320

       
344

       
339

        
326

         
322

         
325

         
337

         
178

         

 Interest Incom
e

M
$

13.9
           

0.7
          

(4.9)
         

(4.9)
         

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

1.0
          

  Interest Expense
M

$
8.2

             
1.7

1.8
1.9

1.8
1.0

  D
.D

. & A
M

$
240.9

         
0.5

10.0
10.0

10.2
10.2

10.2
10.2

10.2
10.2

9.1
9.1

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
  Severence Tax

M
$

18.6
           

0.4
1.3

2.3
1.3

0.8
0.9

0.7
0.8

0.8
0.8

0.8
0.8

0.6
0.5

0.5
0.5

0.5
0.5

0.5
0.5

0.6
0.5

0.5
0.5

0.5
0.2

  Incom
e Tax

M
$

2,840.8
      

10.4
51.2

134.6
135.8

130.2
142.9

123.1
128.2

126.8
127.3

129.6
134.2

111.4
105.1

105.0
108.5

108.6
104.7

105.6
114.0

112.2
107.9

106.6
107.6

111.7
57.6

N
et Incom

e
M

$
5,514.5

      
20.2

        
99.3

        
261.3

      
263.6

      
252.8

      
277.3

     
239.0

    
248.9

      
246.1

      
247.1

    
251.6

    
260.6

      
216.2

      
204.1

    
203.9

     
210.6

      
210.9

      
203.2

      
205.0

     
221.3

     
217.7

     
209.4

      
206.9

     
208.9

     
216.8

      
111.8

      

  C
apital Expenditure

M
$

(185.0)
        

(85.9)
       

(62.5)
       

(0.8)
         

(0.8)
         

(2.0)
         

(0.8)
         

(13.5)
       

(0.8)
         

(0.8)
         

(2.0)
         

(0.8)
         

(13.5)
       

(0.8)
         

  D
ebt R

epaym
ent

M
$

(1.4)
            

-0.6
-0.4

-0.3
-0.1

  D
.D

. & A.
M

$
240.9

         
0.5

10
10

10.2
10.2

10.2
10.2

10.2
10.2

9.1
9.1

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
9.4

9.4
N

et C
ash Flow

M
$

5569.0
-65.8

46.4
271.0

272.9
263.0

287.5
248.4

259.1
254.3

255.4
247.2

270.0
224.8

213.5
213.3

219.2
218.3

212.6
213.6

230.7
213.6

218.0
216.3

218.3
226.2

121.2
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M
ercator M

inerals Ltd.
FYE: D

ecem
ber

(U
nited States D

ollars, C
anadian G

AAP)
(# in 000's)

1Q
05A

2Q
05A

3Q
05A

4Q
05A

1Q
06A

2Q
06A

3Q
06A

4Q
06A

1Q
07A

2Q
07A

3Q
07A

4Q
07A

1Q
08A

2Q
08A

3Q
08E

4Q
08E

1Q
09E

2Q
09E

3Q
09E

4Q
09E

2004A
2005A

2006A
2007A

2008E
2009E

Incom
e Statem

ent
M

ar. '05
Jun. '05

Sept. '05
D

ec. '05
M

ar. '06
Jun. '06

Sept. '06
D

ec. '06
M

ar. '07
Jun. '07

Sept. '07
D

ec. '07
M

ar. '08
Jun. '08

Sept. '08
D

ec. '08
M

ar. '09
Jun. '09

Sept. '09
D

ec. '09

R
evenues:

Product Sales
$1,854

$2,239
$2,458

$4,181
$3,776

$7,818
$9,485

$8,988
$7,493

$10,259
$10,406

$7,377
$7,624

$11,196
$12,000

$15,000
$30,000

$45,000
$60,000

$75,000
$3,819

$10,733
$30,067

$35,534
$45,820

$210,000
G

ain on Sale of Assets
3,000

9
(214)

($402)
(3)

(206)
2,394

Sale of landscaping m
aterials

123
108

157
149

166
280

380
118

133
200

187
15

114
23

379
537

943
535

Total R
evenues

$1,978
$2,347

$2,615
$4,331

$3,942
$8,098

$9,865
$9,106

$10,626
$10,468

$10,380
$6,991

$7,734
$11,013

$12,000
$15,000

$30,000
$45,000

$60,000
$75,000

$4,199
$11,270

$31,010
$38,464

$45,820
$210,000

M
ining and Processing

1,429
    

831
       

1,469
     

2,000
1,133

         
1,400

         
1,568

         
1,371

1,552
         

540
            

4,824
         

3,064
2,107

         
7,043

         
16,000

   
18,000

   
20,000

  
20,000

  
20,000

   
20,000

  
2,647

    
5,729

         
5,472

         
9,980

43,150
80,000

Adm
inistration, including stock based com

p.
164

       
259

       
226

        
359

316
            

475
            

423
            

387
998

            
1,039

         
890

            
15,738

2,620
         

5,260
         

3,000
     

3,000
     

3,000
    

3,000
    

3,000
     

3,000
    

610
       

1,008
         

1,600
         

18,665
13,880

12,000
Am

ortization
26

         
39

         
40

          
22

89
              

118
            

194
            

282
220

            
334

            
308

            
356

435
            

399
            

400
        

410
        

420
       

420
       

420
        

420
       

16
         

127
            

684
            

1,217
1,644

1,680
Salaries, w

ages and benefits
281

       
947

       
688

        
1,069

935
            

2,407
         

1,599
         

1,444
4,372

         
2,947

         
(7,319)

1,332
    

2,985
         

6,384
         

Exploration and D
evelopm

ent
632

176
            

307
            

796
            

2,854
(2)

               
1,451

         
727

            
(28)

88
              

170
            

200
        

200
        

200
       

200
       

200
        

200
       

632
            

4,132
         

2,148
658

800
Accretions expense

34
         

34
         

34
          

34
36

              
36

              
36

              
36

              
39

              
39

              
649

            
1,555

         
681

            
(597)

           
40

          
40

          
40

         
40

         
40

          
40

         
126

       
136

            
146

            
2,282

164
160

Interest incom
e

(77)
        

(21)
         

(18)
(8)

               
(94)

             
(223)

           
(172)

           
(460)

           
(1,753)

        
(2,269)

        
(1,254)

        
(777)

           
(339)

           
(500)

       
(600)

       
(700)

      
(800)

      
(900)

       
(1,000)

   
(96)

        
(115)

           
(497)

           
(5,736)

(2,216)
(3,400)

Interest on long-term
 liabilities

92
         

23
         

71
          

44
57

              
54

              
59

              
125

            
1,787

         
6,477

         
4,014

         
1,826

         
3,671

         
3,655

         
4,000

     
4,500

     
5,000

    
5,000

    
5,000

     
5,000

    
227

       
230

            
296

            
14,105

15,826
20,000

Total operating expenses
2,026

    
2,057

    
2,507

     
4,141

2,734
         

4,703
         

4,453
         

6,327
         

8,505
         

11,074
      

9,143
       

13,938
      

8,825
       

15,591
      

23,140
   

25,550
 

27,960
 

27,860
 

27,760
   

27,660
  

4,862
   

10,732
     

18,217
       

42,661
        

73,106
   

111,240
 

Incom
e (Loss) From

 O
perations

(48)
        

290
       

108
        

189
1,208

         
3,395

         
5,411

         
2,779

         
2,120

         
(607)

         
1,236

       
(6,947)

      
(1,091)

       
(4,578)

       
(11,140)

 
(10,550)
 

2,040
    

17,140
 

32,240
   

47,340
  

(664)
    

538
          

12,793
       

(4,197)
         

(27,286)
 

98,760
   

O
ther expenses

Finance issuance cost
0

-
             

7,528
         

(1,313)
        

(11,800)
      

(5,585)
          

-
         

-
          

Foreign exchange gain (loss)
0

           
(191)

      
11

          
0

(6)
               

15
              

(8)
               

(429)
           

(18)
             

193
            

41
              

142
            

133
       

(179)
           

(429)
           

358
              

-
         

-
          

N
et incom

e before taxes
(48)

        
99

         
119

        
189

1,202
         

3,410
         

5,403
         

3,208
         

(5,389)
       

513
           

1,195
       

(5,743)
      

(1,091)
       

(4,578)
       

(11,140)
 

(10,550)
 

2,040
    

17,140
 

32,240
   

47,340
  

(531)
    

359
          

12,365
       

(9,424)
         

(27,286)
 

98,760
   

Incom
e taxes (recovery)

-
        

0
1,569

         
1,495

         
2,233

         
793

            
(7,020)

      
981

           
6,350

       
619

           
(3,899)

   
(3,693)

   
714

       
5,999

    
11,284

   
16,569

  
-

       
-

            
5,297

        
1,103

         
(6,973)

    
34,566

   

N
et incom

e
(48)

        
99

         
119

        
189

1,202
         

1,841
         

3,908
         

975
            

(4,597)
       

(6,508)
      

215
           

362
           

(1,091)
       

(5,197)
       

(7,241)
   

(6,858)
   

1,326
    

11,141
 

20,956
   

30,771
  

(531)
    

359
          

7,068
        

(10,527)
       

(20,314)
 

64,194
   

B
asic and diluted earnings per share

($0.00)
$0.00

$0.00
$0.00

$0.02
$0.03

$0.06
$0.01

($0.06)
($0.08)

$0.00
($0.02)

($0.01)
($0.09)

($0.09)
($0.09)

$0.02
$0.14

$0.26
$0.38

($0.03)
$0.01

$0.11
($0.16)

($0.28)
$0.79

W
eighted average shares outstanding

23,370
  

39,940
  

49,592
   

72,479
  

66,289
       

59,750
       

64,261
       

65,770
       

71,500
       

78,724
      

79,659
      

79,250
      

74,475
      

60,436
      

80,000
   

80,250
 

80,500
 

80,750
 

81,000
   

81,250
  

17,428
46,345

     
64,018

       
65,428

        
73,790

   
80,875

   

B
alance Sheet

Assets
C

urrent assets:
C

ash and cash equivalents
$1,645

$8,290
$1,244

$1,900
$2,363

$15,381
$15,557

$11,076
$151,612

$130,004
$123,204

$104,542
$67,187

$62,047
$1,547

$1,900
11,076

       
104,542

       
Accounts receivable

344
       

231
       

167
        

406
       

1,123
         

975
            

1,199
         

5,623
         

3,107
         

6,648
         

4,501
         

1,221
         

4,810
         

5,297
         

402
       

406
            

5,623
         

1,221
           

Prepaid expenses
143

       
123

       
102

            
341

            
317

            
170

            
110

            
30

              
359

            
205

            
466

            
474

            
82

         
123

            
170

            
205

              
Inventories

994
       

3,273
     

3,319
    

4,341
         

4,999
         

6,133
         

8,061
         

9,856
         

12,757
       

14,305
       

8,149
         

10,213
       

10,170
       

3,319
         

8,061
         

8,149
           

O
ther current assets

286
       

349
        

-
        

-
             

3,262
         

3,835
         

3,385
         

3,381
         

3,835
           

Total current assets
$2,131

$9,801
$5,033

$5,748
$7,929

$21,696
$23,207

$24,929
$164,686

$149,438
$145,631

$117,952
$86,061

$81,369
$2,030

$5,748
$24,929

$117,952

Property, plant, and equipm
ent (net)

4,058
    

4,980
    

12,123
   

12,210
  

12,714
       

13,099
       

20,904
       

25,377
       

24,003
       

39,145
       

54,537
       

76,354
       

99,125
       

134,850
     

2,544
    

12,210
       

25,377
       

76,354
         

Land reclam
ation

1,540
    

1,359
    

1,364
     

1,376
    

1,387
         

1,400
         

1,324
         

1,338
         

1,338
         

1,373
         

1,391
         

1,409
         

1,431
         

1,453
         

1,347
    

1,376
         

1,338
         

1,409
           

Environm
ental bond

1,646
    

1,341
    

1,380
     

1,421
    

1,436
         

1,462
         

1,541
         

1,579
         

1,604
         

1,685
         

1,768
         

1,818
         

1,866
         

1,916
         

1,247
    

1,421
         

1,579
         

1,818
           

Inventories
9,040

         
10,862

       
10,873

       
9,040

           

Total Assets
$9,376

$17,481
$19,899

$20,754
$23,466

$37,657
$46,977

$53,223
$191,630

$191,641
$203,326

$206,573
$199,344

$230,461
$7,168

$20,754
$53,223

$206,573

Liabilities
C

urrent liablities:
Accounts payable and accrued liabilities

$1,254
$1,700

$840
$967

$950
$882

$1,159
$4,731

$5,999
$4,086

$7,935
$12,458

$6,496
($339)

$1,224
$967

$4,731
$12,458

Incom
e taxes payable

$2,247
45

313
151

20
0

313
            

N
et proceeds interest liability

568
568

568
24

              
147

568
            

147
              

C
urrent portion - equipm

ent loans
21

         
526

       
428

            
618

            
1,570

         
1,499

         
1,632

         
2,732

         
2,959

         
2,986

         
2,965

         
3,108

         
23

         
526

            
1,499

         
2,986

           

Total current liabilities
$1,276

$1,700
$840

$1,493
$1,377

$3,747
$3,342

$7,112
$8,349

$6,863
$10,894

$15,591
$9,461

$2,769
$1,248

$1,493
$7,112

$15,591
0

Equipm
ent loans

36
2,879

2,227
2,405

2,113
6,553

6,336
5,830

9,729
9,856

9,186
8,310

8,089
29

2,227
6,336

         
9,186

           
Asset retirem

ent obligation
2,240

1,874
1,908

1,942
1,978

2,015
2,051

2,087
2,127

2,166
2,205

2,244
2,286

2,328
1,806

1,942
2,087

         
2,244

           
Future incom

e tax liability
0

1,200
1,222

1,222
1,222

2,238
290

290
290

1,222
         

290
              

D
eferred R

evenue - Silver
42,000

N
ote Payable - D

ebentures
3,126

533
568

568
568

568
0

117,600
120,000

108,738
109,351

109,990
110,629

2,568
568

-
             

109,351
       

Total liabilities
$6,677

$4,107
$6,195

$6,230
$6,328

$8,442
$13,146

$16,758
$135,128

$139,980
$133,932

$136,663
$130,338

$166,105
$5,650

$6,230
$16,758

$136,663

Equity
$2,699

$13,374
$13,704

$14,525
$17,138

$29,214
$33,831

$36,465
$56,502

$51,662
$69,395

$69,910
$69,006

$64,356
$1,518

$14,525
36,465

       
69,910

        

Total Liabilities &
 Equity

$9,376
$17,481

$19,899
$20,754

$23,466
$37,657

$46,977
$53,223

$191,630
$191,641

$203,326
$206,573

$199,344
$230,461

$7,168
$20,754

$53,223
$206,573
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 EQUITY RISK SYSTEM: 
 
 High  The security is more volatile than the market and/or the company is more leveraged than its peer group.   
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