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Ignite Energy Resources Pty Ltd

A Vertically-Integrated Energy Producer

Ignite Energy Resources Pty Ltd (IER) is the product of a recent merger between
Ignite Energy Ltd and Victoria Coal Resources Ltd (VCR). Ignite Energy held the
intellectual property to a clean coal technology, and VCR, a Victoria-based coal and
coal bed methane developer, had certain rights to exploration license EL4416, with a
measured, indicated and inferred JORC-compliant lignite resource in the order of 18
billion tonnes. Combined as IER, these two companies have the potential to create a
vertically-integrated energy producer.

IER have developed a process that will transform low-grade lignite (or brown coal)
into a high grade coal (which could be used as a low-ash, high fixed carbon coking
coal replacement) and an oil product that could be blended with marine diesel. IER
achieves this through a patent pending supercritical water reaction process that has
been tried, tested and independently verified at IER’s pilot plant in Somersby, NSW.

Using information obtained from IER’s independent expert reports, MPS valued the
company from two perspectives. Firstly, we conducted a discounted cash flow (DCF)
analysis, a complete version of which can be found on the last page. Secondly, we
conducted a peer comparison analysis, based on lignite resources and the expected
high-grade output of IER oil and IER coal from those resources.

The Discounted Cash Flow Analysis

Based on an IER oil sales price of USS280/t (equivalent to USS27.3/bbl WTI crude)
and an IER coal sale price of US$105/t, an exchange rate of A$1.00=US$0.70, and the
assumptions outlined on p. 4 of this report, MPS found the following net present
values for a 500,000 dry tonne per annum plant.

Discount Rate NPV (ASM)

10% $318
12% $252
14% $200
16% $159

Resource Analysis — Based on a Peer Comparison

Based on IER’s 18 billion tonne JORC-compliant lignite resource, and the results from
IER’s pilot plant, MPS also valued the company from a peer comparison perspective.
MPS researched the in-ground market value of hard coking coal and oil resources on
a tonne and barrel of oil equivalent (boe), respectively. Only ASX-listed hard coking
coal and oil companies were used. The results can be seen in the table below.

Valuation of the IER JORC-Compliant Resource

Lignite Resource (Mt) 18,000

Lignite Water Content (%) 50%
Dry Lignite Resource (Mt) 9,000
Downstream Conversion Rate (%) 90%

The Products Produced from the IER Process

IER Oil Component The IER Coal Component

Dry Lignite IER Oil Conversion (%) 30% Dry Lignite IER Coal Conversion (%) 60%
Inferred IER Oil Resource (Mt) 2,430 Inferred IER Coal Resource (Mt) 4,860
Peer Analysis Oil Valuation AS$1.91/boe* |Peer Analysis Coal Valuation AS$1.61/t*
Value of the Oil Component AS$36,145 million [Value of the Coal Component AS$7,825 million

*Ata 30% discount to the market based on a peer assessment

Based on the peer analysis of the resources held by similar companies we valued the
two components produced by the IER process. We valued the oil component of the
process at A$36,145 million and the coal component at A$7,825 million. Giving the
total resource a value of A$43,970 million, or A$2.44/t of lignite over the life of the
resource.
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Sensitivity Analysis of the Ignite Model ER Oil Price Sensitivity Analysis

IER Coal (US$/t) IER Oil (US$/t) IRR NPV (ASM)
MPS conducted sensitivity analysis on the price of IER coal (a coking type 105 70 17.7% 71.1
coal), the price IER oil (a bunker/marine diesel oil equivalent) and the 105 140 25.5% 153.3
discount rate for the net present value using the expert reports financial 105 210 32.8% 235.5
model. 105 280 39.6% 317.7
105 350 46.1% 399.8
105 420 52.5% 482.0
0,
The Price of IER Oil (US$/t) 105 490 >8.6%  564.2
105 560 64.6% 646.4
105 630 70.4% 728.6
IER Oil Price Against IRR (Given IER Coal = US$105/t) 105 700 761% _ 810.8
IRR
80.0%
70.0% IER Oil Price against the Internal Rate of
Return (IRR):
60.0%
50.0% e The IRR is the discount rate that gives
the model a net present value of zero.
40.0% e This analysis was conducted given a

30.0% conservative base-case IER coal price
/ of US$105/t.

200% ¥ e Our base-case for this model is an IER
10.0% oil price of US$280/t, which gives an
IRR of 39.58%.

0.0%
0 200 400 600 800
IER Oil Price (US$/t) IER Oil Price against the Net Present Value
(NPV):
e This NPV analysis was done using a
standard discount rate of 10% p.a.
IER Qil Price Against NPV (Given IER Coal = US$105/t) e Once again, a conservative base-case
NPV (ASM) IER coal price of US$105/t was used
900 for the analysis.
800 e Our base-case oil price for this model
700 / of US$280/t (equivalent to a WTI
/ Crude price of approx. US$27.3/barrel)
600 gives a project NPV of A$318 million.
500
400
300
/ IER’S Automated Control System
200 / — :
100 g
0
0 100 200 300 400 500 600 700 800
IER Oil Price ($/t)

Source: Ignite Energy Resources Pty Ltd
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Sensitivity Analysis of the Ignite Model

The Price of IER Coal (USS/t)

- IER Coal Price Against IRR (Given IER Oil = $280/t)
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IER Coal Price Sensitivity Analysis

IER Oil (US$/t) IER Coal (USS/t) IRR NPV (ASM)
280 52.5 29.2% 194.4
280 70 32.8% 235.5
280 87.5 36.2% 276.6
280 105 39.6% 317.7
280 122.5 42.9% 358.8
280 140 46.1% 399.8

IER Coal Price against the Internal Rate of Return
(IRR):

e The analysis was conducted using a
conservative base-case IER oil price of
US$280/t.

e Our base-case IER coal price is A5105/t, which
gives an IRR of 39.58%.

e Given the current price of coking coal (which
IER coal could replace), which is above
USS150/t, the IRR could be above 46%.

e Even at very low IER coal prices the IRR’s are
still impressive, at around 30%.

IER Coal Price against the Net Present Value (NPV):

e This NPV analysis was done using a standard
discount rate of 10% p.a.

e Once again, a conservative base-case IER oil
price of US$280/t was used.

e Given the current price of coking coal (which
IER coal could replace) of over US$150/t, the
NPV for this project would be over A$400
million.

e Our base-case IER coal price for this model of
USS$105/t gives a project NPV of AS318
million.

The Discount Rate Sensitivity Analysis:

Discount Rate NPV (ASM)

8% $403
10% $318
12% $252
14% $200
16% $159
18% $127
20% $101

e  MPS used a number of discount rates, from 8
to 20 percent to show the range in the project
NPV.

e Asevident from the chart above, the project
still has a NPV of over AS100 million for rates
as high as 20%.
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Company Overview

IER is an integrated energy company capturing high margins
by converting low-value lignite into high-value liquid and
clean coal energy products.

IER owns patent pending thermal hydrolysis technology
which is fundamentally different from other conventional
coal conversion technologies. IER uses water at supercritical
temperatures and pressures to do in minutes what it takes
nature millions of years to do. This supercritical process
selectively depolymerises the lignite polymer and does not
result in the whole scale destruction that is the feature of
other coal to liquid technologies.

This selective process emits only a fraction of the carbon
dioxide when compared to alternative conversion
technologies, is economically viable at much smaller scale
and, hence, has less capital cost of entry.

IER is building a modular commercial reactor unit that only
requires a doubling of the reactor tube diameter from the
operating pilot unit, greatly reducing scale-up costs and risks.
Modularisation allows IER reactors to be commercial at much
smaller throughputs than competing technologies. Modular
IER units can be sourced and/or shipped globally.

Plan View of Pilot Plant
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Source: I;nite Energy Resources Pty Ltd

In the Gippsland Basin of Victoria, Australia, IER has rights to
Exploration License EL 4416 with 18 billion tonnes of
measured, indicated and inferred lignite resources in three
principal deposits. Other lignite deposits in EL 4416 have
been identified with additional coal resource potential. IER
also has rights to coal bed methane (CBM) on the exploration
license.
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With low-cost lignite feedstocks and high-value products,
IER can capture large profit margins.

IER’s proprietary pilot reactor is built, has hundreds of
hours of operations and is producing clean, high-value
oils, specialty chemicals, and micronised coking coal and
carbon products.

Construction of IER’s Reactor

Source: Ignite Energy Resources Pty Ltd

IER will use its technology to develop Gippsland Basin
lignite  resources, pursue  additional resource
opportunities, and develop innovative resource-based
financing to provide additional future funding and to
reduce potential shareholder dilution.

Independent experts’ reports verify coal resources, oil
and micronised clean coal products, process design and
operations and commercial scale plant economics.
Summaries of these reports are available to potential
investors.

Conventional wisdom is that lignite is a low-value,
highly polluting fuel — IER thinks differently!

AFSL: 247 404
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General Securities — Advice Warning

Martin Place Securities Pty Ltd (‘MPS’) makes no representation and gives no warranties to the accuracy or
reliability of any information contained in this document and does not accept any liability for any loss caused by
representations, errors or omissions on the part of Martin Place Securities Pty Ltd or by any of their respective
officers, employees or agents. In preparing this information, Martin Place Securities Pty Ltd did not take into
account the investment objectives, financial situation and particular needs of the reader.

Before making an investment decision on the basis of this information, the reader needs to consider, with or
without the assistance of an adviser, whether the advice is appropriate in light of their particular investment
needs, objectives and financial circumstances.

Analyst Verification

We, Wen Jie He and Howard Humphreys, as the Research Analyst and Assistant, hereby certify that the views
expressed in this research accurately reflect our personal views about the subject securities or issuers and no
part of analyst compensation is directly or indirectly related to the inclusion of specific recommendations or
views in this research. The analysts principally responsible for the preparation of this research have received
compensation based on overall revenues, including investment banking revenues, of Martin Place Securities Pty
Ltd and we have taken reasonable care to achieve and maintain independence and unbiased objectivity in
making any recommendations.

Research Disclaimer

Investment Research provided has been prepared for the general use of the clients of Martin Place Securities
Pty Ltd and must not be copied, either in whole or in part, or distributed to any other person. If you are not the
intended recipient you must not use or disclose the information in this research in any way. Nothing in this
research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any transaction. In preparing this research, we did not take into account the investment
objectives, financial situation and particular needs of the reader. Before making an investment decision on the
basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There
are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security
may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions,
which may adversely affect the value of the investment. This research is based on information obtained from
sources believed to be reliable but we do not make any representation or warranty that it is accurate, complete
or up to date. We accept no obligation to correct or update the information or opinions in it. Opinions
expressed are subject to change without notice. No member of Martin Place Securities Pty Ltd accepts any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research
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Disclosure

Martin Place Securities Pty Ltd and its associates declare that as of Monday, 3 November 2008, they may have a
relevant interest in the securities recommended herein, in particular:
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placements and will earned a commission in respect of funds raised.
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Ltd. This position may change at any time.
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Resources Pty Ltd. This position may change at any time.
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