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Company Description

Power Nickel Inc. is a Canadian exploration company
prospecting for nickel, copper and other battery metals in
Canada and Chile. It is actively advancing its Nisk property in
Quebec, which is host to a high-grade Ni-Cu-Co-PGM sulphide
deposit. Additionally, through its subsidiary Consolidated Gold
& Copper, the company owns the Palo Negro, Hornitos, Tierra
de Oro and Zulema properties in Chile and the Golden Ivan
property in British Columbia. Power Nickel also owns a 3% NSR
royalty interest on the Copaquire Cu-Mo deposit in Chile,
following the sale of the property to Teck Resources Ltd.
(TSX:TECK.B, Not Rated).

Impact: Positive
Power Nickel (PNPN) announced the discovery of a new zone of massive
sulphide mineralization and provided an update on the overall drilling plan
at its 80%-owned Nisk polymetallic project in Quebec. In our opinion, this
is a positive, significant update for Power Nickel. While assays from
hole PN-24-094 remain pending, the visual observations and on-site
XRF indicate the presence of a new zone of mineralization in a different
host rock from Nisk Main and Lion. This opens the door wide open to
further exploration along the now +6km trend, including targets
already identified through geophysics. We believe that the discovery of
a new zone warrants more attention and increase our target to
C$2.50/sh (was C$1.25/sh). We also note that we are now transferring
coverage of Power Nickel to Ron Stewart (was Timothy Lee).
¢ Discovery of a third zone of massive sulphide mineralization. PN-24-
094 tested a geophysical anomaly ~700m east of the Lion zone and
encountered massive sulphides with strong Ni in on-site XRF analysis.
This mineralization is hosted in felsic gneisses, an unusual host rock,
which indicates that this represents a third deposit type on the project.
Assays are pending for this hole and 14 holes from autumn 2024 drilling.
¢ Planning to have three drill rigs operating on Nisk by mid-February.
One rig will continue delineating the Lion zone at depth, particularly
stepping out down-plunge. The other two rigs will conduct exploration
of the SW-NE trend, including the newly discovered zone and the
5.5km-long corridor between the Nisk Main and Lion zone. As well, Nisk
Main is open for expansion, with further potential at depth.
¢ Reviewing geophysics to identify new targets for 2025 drilling.
PNPN has now brought on a geophysicist to review borehole EM and
ground EM surveys to identify new drill targets for 2025. Holes PN-24-
082 to 85, which were drilled west of Lion, are expected to become
priorities for borehole EM surveys and follow-up drilling.
¢ Unlocking size potential. 2025 winter drilling has begun with hole -96,
which will test the depth extension along the trend of the Lion zone.
PNPN plans to complete 15,000m by the end of Apr/25. We note that
further positive exploration results could expand the existing resource
at Nisk, which is host to 178M b NiEq of |&I (read note) at Nisk Main.
¢ We updated our probability-weighted valuation for Nisk by
increasing our middle and upper-case estimates, in-situ US$/lb CuEq
metric, and adjusting our probability weights to put more emphasis on
the middle case. We believe this change in valuation is warranted as
positive exploration results are pointing to a high-quality opportunity
that could confirm Nisk as being a high-end outlier in this Cu market.
We maintain our BUY rating and increase our target price to C$2.50/sh
(was C$1.25/sh). Power Nickel trades at a discount at an EV at C$211.3M vs.
peers at C$255.7M. We believe that further exploration success and
development work could help drive its share price upwards. Upcoming
catalysts: 1) Assays from autumn drilling (H1/25), 2) Results from EM
ground/borehole surveys (H1/25), and 3) Updated Nisk MRE (H1/25).
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Table 1: Significant assay results previously reported - Lion zone
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R E D Cbc I—O U D Figure 1: Plan view of drill holes in the Lion Zone Area, showing current

drill hole PN-25-096, and discovery hole PN-24-094 east of Lion
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Figure 2: Example of minor Cu mineralization in PN-24-090 drill core
that led to BH EM discovery in PN-24-094

Source: Company Reports
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Figure 3: Massive sulphide intersections in PN-24-094
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Figure 4: Updated probability-weighted valuation estimate

Potential Cost to Sttt Est. Share PerShere Timeto Time Adjusted
Description Value Achieve O IOEBETD Count When ) Achieve Per Share Value Probability
(C$M) (CSM) Achieved (Years) (C$)
Lower Case ~625M Ib CuEq (US$0.15/Ib) $86.8 $0.0 0.0 194.4 $0.45 0.0 $0.45 20%
Middle Case ~2500M Ib CuEq (US$0.15/Ib) $520.8 $15.0 13.5 207.9 $2.50 1.0 $2.32 70%
Upper Case ~4000M Ib CuEq (US$0.15/Ib) $1,388.9 $30.0 13.5 221.4 $6.27 20 $5.38 10%
Probability Weighted Valuation Estimate $2.30

Source: RCS Estimates

Figure 5: Updated sum-of-parts valuation summary

Description Status

In-situ value

Valuation Method

(%)

(C$/sh)
Nisk Exploration/Development Blended valuation $2.30 92%
Other projects Exploration/Development Estimated market value $0.10 4%
Project NAV $2.40
Corporate adjustments
Net cash $0.06 3%
NAVPS $2.50

Source: RCS Estimates

New Zone of Massive Sulfide Mineralization Presents Expansion Potential 4



RED e CLOUD

January 28, 2025

Ron Stewart | MD, Mining Analyst
rstewart@redcloudsecurities.com

Ron Stewart | MD, Mining Analyst

Daniel Kozielewicz | Research Associate

Shikhar Sarpal | Research Associate

Surya Sankarasubramanian | Research Associate

Red Cloud Securities Inc.

120 Adelaide Street West, Suite 1400
Toronto ON, M5H 1T1
research@redcloudsecurities.com
www.redcloudresearch.com

Disclosure Statement
Updated January 28, 2025

Recommendation / Target Change Red Cloud Securities has this percentage of its
universe assigned as the following:
Date Rating Target Status %
2024-01-29 BUY 0.40 BUY 62%
2024-02-14 BUY 0.40 BUY (S) 27%
2024-02-22 BUY 0.40 HOLD 0%
2024-03-04 BUY 0.40 TENDER/ SELL 5%
2024-03-05 BUY 0.40 NA 6%
2024-03-21 BUY 0.40 UNDER REVIEW 0%
2024-04-16 BUY 0.40
2024-05-13 BUY 0.40
2024-05-21 BUY 0.40
2024-06-06 BUY 0.90
2024-06-12 BUY 0.90
2024-08-14 BUY 0.90
2024-08-20 BUY 0.90
2024-09-04 BUY 0.90
2024-09-11 BUY 0.90
2024-10-02 BUY 0.90
2024-10-04 BUY 1.05
2024-10-21 BUY 1.05
2024-10-21 BUY 0.90
2024-10-29 BUY 1.05
2024-11-1 BUY 1.05
2024-11-21 BUY 1.05
2024-12-03 BUY 1.05
2024-12-13 BUY 1.05
2024-12-19 BUY 1.05
2025-01-07 BUY 1.05
2025-01-22 BUY 125
2025-01-28 BUY 2.50

Disclosure Requirement

Red Cloud Securities Inc. is registered as an Investment Dealer and is a member of the
Canadian Investment Regulatory Organization (CIRO). Red Cloud Securities registration as
an Investment Dealer is specific to the provinces of Alberta, British Columbia, Manitoba,
Ontario, Quebec, and Saskatchewan. We are registered and authorized to conduct business
solely within these jurisdictions. We do not operate in or hold registration in any other
regions, territories, or countries outside of these provinces. Red Cloud Securities bears no
liability for any consequences arising from the use or misuse of our services, products, or
information outside the registered jurisdictions.

Part of Red Cloud Securities Inc.'s business is to connect mining companies with suitable
investors. Red Cloud Securities Inc,, its affiliates and their respective officers, directors,
representatives, researchers and members of their families may hold positions in the
companies mentioned in this document and may buy and/or sell their securities.
Additionally, Red Cloud Securities Inc. may have provided in the past, and may provide in
the future, certain advisory or corporate finance services and receive financial and other
incentives from issuers as consideration for the provision of such services.
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Red Cloud Securities Inc. has prepared this document for general information purposes only.
This document should not be considered a solicitation to purchase or sell securities or a
recommendation to buy or sell securities. The information provided has been derived from
sources believed to be accurate but cannot be guaranteed. This document does not take
into account the particular investment objectives, financial situations, or needs of individual
recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues,
etc.) which may exist for certain persons. Recipients should rely on their own investigations
and take their own professional advice before investment. Red Cloud Securities Inc. will not
treat recipients of this document as clients by virtue of having viewed this document.

Red Cloud Securities Inc. takes no responsibility for any errors or omissions contained herein,
and accepts no legal responsibility for any errors or omissions contained herein, and accepts
no legal responsibility from any losses resulting from investment decisions based on the
content of this report.

Company Specific Disclosure Details
Company Name Ticker Symbol Disclosures
Power Nickel Inc. TSXV:PNPN 1,2,3,8

1. The analyst has visited the head/principal office of the issuer or has viewed its material
operations.

2. Theissuer paid for or reimbursed the analyst for a portion, or all of the travel expense
associated with a visit.

3. Inthe last 12 months preceding the date of issuance of the research report or
recommendation, Red Cloud Securities Inc. has performed investment banking
services for the issuer.

4. Inthe last 12 months, a partner, director or officer of Red Cloud Securities Inc., or an
analyst involved in the preparation of the research report has provided services other
than in the normal course investment advisory or trade execution services to the
issuer for remuneration.

5. Ananalyst who prepared or participated in the preparation of this research report has
an ownership position (long or short) in, or discretion or control over an account
holding, the issuer's securities, directly or indirectly.

6. Red Cloud Securities Inc. and its affiliates collectively beneficially own 1% or more of a
class of the issuer's equity securities.

7. A partner, director, officer, employee or agent of Red Cloud Securities Inc., serves as a
partner, director, officer or employee of (or in an equivalent advisory capacity to) the
issuer.

8. Red Cloud Securities Inc. is a market maker in the equity of the issuer.

9. There are material conflicts of interest with Red Cloud Securities Inc. or the analyst
who prepared or participated in the preparation of the research report, and the issuer.

Analysts are compensated through a combined base salary and bonus payout system. The
bonus payout is determined by revenues generated from various departments including
Investment Banking, based on a system that includes the following criteria: reports
generated, timeliness, performance of recommendations, knowledge of industry, quality of
research and client feedback. Analysts are not directly compensated for specific Investment
Banking transactions.

Recommendation Terminology

Red Cloud Securities Inc. recommendation terminology is as follows:

. BUY — expected to outperform its peer group

. HOLD - expected to perform with its peer group

. SELL - expected to underperform its peer group

e Tender -clients are advised to tender their shares to a takeover bid

. Not Rated or NA — currently restricted from publishing, or we do not yet have a rating

. Under Review — our rating and target are under review pending, prior estimates and
rating should be disregarded.

Companies with BUY, HOLD or SELL recommendations may not have target prices
associated with a recommendation. Recommendations without a target price are more
speculative in nature and may be followed by “(S)" or “(Speculative)” to reflect the higher
degree of risk associated with the company. Additionally, our target prices are set based on
a 12-month investment horizon.

Dissemination

Red Cloud Securities Inc. distributes its research products simultaneously, via email, to its
authorized client base. All research is then available on www.redcloudsecurities.com via
login and password.
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Analyst Certification

Any Red Cloud Securities Inc. research analyst named on this report hereby certifies that the
recommendations and/or opinions expressed herein accurately reflect such research
analyst's personal views about the companies and securities that are the subject of this
report. In addition, no part of any research analyst's compensation is, or will be, directly or

indirectly, related to the specific recomnmendations or views expressed by such research
analyst in this report.
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