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Event

 We initiate coverage of Finders Resources Ltd (FND) with a BUY.

Analysis

 Wetar Island re-emerges as a mining hub. FND is currently producing LME
Grade A copper cathode from a heap leaching and SX-EW demonstration
plant at its 94%-owned Wetar project, located on Wetar Island in Indonesia.
The Company is about to embark on a two-staged expansion which is
targeting a full production rate of 23ktpa of copper cathode by mid-2012.

 De-risked and transitioning to commercial scale production. The existing
test heaps and demonstration plant has allowed FND to test every aspect of
the operation as part of a Definitive Feasibility Study (DFS) completed last
year. This has substantially de-risked the Wetar project and will greatly assist
the process of obtaining project financing.

 High grades and low strip ratios lead to an attractive cash cost. Wetar has
a nine year mine life supported by an Ore Reserve of 8.2Mt at a grade of 2.5%
copper. Wetar is forecast to have a relatively low cash cost of US$1.00/lb,
placing it in the middle of the industry cost curve. The two copper deposits
comprising the project will be mined via open-pits with very low strip ratios.

 Development fast-tracked by securing the Whim Creek plant. The project
will benefit from substantial infrastructure left over from Billiton’s previous gold
mine on Wetar Island. FND has also purchased the Whim Creek SX-EW plant,
shortening the timeframe to first production. The Company believes total capex
will come in lower than the DFS estimate of US$118m.

 Long-standing relationships improve the risk profile. We believe the
development of Wetar does not involve the usual degree of country risk
associated with Indonesia. Firstly, Wetar Island is a closed community of
approximately 7,000 residents who do not philosophically oppose mining.
Secondly, FND’s management team has extensive Indonesian experience,
with a Managing Director who resides in Jakarta and a local partner who has
been well-known to FND’s management for decades.

Earnings Impact

 Near-term production to capture buoyant copper prices. The Wetar project
is set to ramp up to full-scale production by mid-2012, a time when the copper
market is forecast to be extremely tight with prices of close to US$4.00/lb.

 Three year payback period. Once in full production, we forecast the
operation to generate an average of more than $50m in free cash flow per
year. This provides the project with a payback period of three years.

Recommendation and Price Target

 We initiate coverage of FND with a Buy.

 Our price target is $0.60/share, based on a P/NPV of 0.9x.

All currency is quoted in AUD unless otherwise stated
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Company Information
Code FND

Last Price $0.32

12 Month Price Target $0.60

Total Shareholder Return 90.5%

Valuation $0.70

Shares on Issue 107.8m

Market Capitalisation $63.2m

Free Float 100%

Monthly Turnover $0.3m

Financial Summary
FY09a* FY10e FY11e FY12e

Revenue ($m) 3.0 11.0 39.9 105.2

EBITDA ($m) (2.2) (0.6) 17.8 60.4

D&A ($m) 0.7 0.5 5.4 16.3

EBIT ($m) (2.9) (1.1) 12.3 44.1

Net Interest ($m) 0.2 0.2 2.8 5.1

Tax ($m) 0.0 (0.4) 2.9 11.7

Underlying NPAT ($m) (3.1) (0.9) 6.7 27.3

Abnormals ($m) 0.0 0.0 0.0 0.0

OEI ($m) (0.2) 0.0 0.0 0.0

Reported NPAT ($m) (2.9) (0.9) 6.7 27.3

* CY09a covers only the 6 months to 31-Dec-09

EPS (¢) (1.5) (0.4) 1.7 6.8

EPS growth (%) n/a n/a n/a n/a

CFPS (¢) (3.9) (9.5) (17.0) (3.6)

DPS (¢) 0.0 0.0 0.0 0.0

Cash ($m) 7.6 11.9 31.6 12.1

Net debt ($m) (7.6) 3.1 23.4 37.9

Net debt / equity (%) (23.5) 7.6 24.4 30.8

Interest cover (x) n/a (5.4) 4.5 8.6

ROE (%) (9.0) (2.2) 7.0 22.2

ROA (%) (7.8) (1.5) 4.4 15.6

NTA per share (¢) 16.2 15.7 23.1 29.9

PE (x) n/m n/m n/m 4.6

EV/EBITA (x) n/m n/m n/m 2.7
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Recommendation and Price Target

 Price Target: $0.60/share / Recommendation: BUY

We derive an equity valuation for FND of $141m or $0.69/share. Our price target is $0.60/share
based on a P/NPV of 0.9x, reflecting a standard discount that we ascribe to companies which are
yet to demonstrate that steady-state production can be reached.

With the stock currently trading at $0.32/share we are targeting a 12 month total return of 91%.
Accordingly, we initiate coverage of FND with a BUY.

 Current copper production provides a good base to grow from

The majority of our equity valuation for FND is attributable to the Wetar copper project. Our
NPV8% for the project is $147m or $0.72/share.

Wetar is currently producing LME Grade A copper cathode via an on-site heap leaching and SX-
EW processing operation. Copper sales from this operation have been generating useful cash
flows to fund ongoing design studies and to cover corporate overheads. At current copper prices
of around US$3.00/lb, operating cash flows from the demonstration plant are roughly break-even.

FND is now about to embark on a two-staged expansion to a targeted full production rate of
23ktpa of copper cathode by mid-2012. Based on a mining reserve at Wetar of 9.2Mt grading
2.5% copper (comprising the existing Ore Reserve plus 1Mt from the near-mine Meron prospect),
we forecast the full-scale operation to generate a cumulative life of mine free cash flow of circa
$322m over its nine year mine life.

 Attractive on forward earnings multiples

On our estimates, FND is trading on a forward P/FCF multiple of 2.0x once full production has
been achieved in CY13. This P/FCF incorporates a substantial increase in the number of shares
on issue to 401m (based on the proposed 50% equity financing for Wetar at $0.30/share).

Table 1. Cash Flow and Earnings Multiples

CY09a CY10e CY11e CY12e CY13e CY14e

Market Capitalisation $63m $76m $126m $126m $126m $126m

Enterprise Value $54m $77m $148m $162m $100m $33m

Net Cash / (Debt) $9m -$1m -$22m -$36m $26m $93m

P/E Multiple n/a n/a n/a 4.6x 3.0x 2.8x

EV/EBITDA Multiple n/a n/a n/a 2.7x 1.2x 0.4x

P/FCF Multiple n/a n/a n/a n/a 2.0x 1.9x

Dividend Yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Source: Blackswan Equities (based on a share price of $0.32)

mailto:msavich@blackswanequities.com.au
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Investment Thesis

 Indonesian expertise and a long-standing relationship with Wetar Island

The Wetar copper project was acquired by FND in 2004, in co-operation with its Indonesian
partner (an entity controlled by Gerry Mbatemooy). Gerry was previously a Director of Billiton
Indonesia and was responsible for the Wetar gold mine in the 1990’s. He is an Indonesian citizen
who has been well-known to FND’s Chairman and Managing Director for decades.

FND’s management team has extensive Indonesian experience and a very good understanding
of the business environment which exists there. Dr Chris Farmer (Managing Director) resides in
Jakarta and has been involved in historic mining activities on Wetar Island since 1991. Dr Russell
Fountain (Chairman) worked with CSR Minerals, which was responsible for discovering the
Wetar deposit in 1986. The project was sold to Billiton Indonesia in 1988 which mined the gold-
silver barite caps throughout 1990 to 1997. The copper mineralisation was never exploited.

Wetar is a closed community of only about 7,000 residents and doesn’t entail the country risk
which is usually associated with Indonesia. From all accounts, FND has forged a constructive
relationship with the local community and has the firm support of both the Maluku and Maluku
Barat Daya regional governments in Indonesia.

 A demonstration plant has substantially de-risked the Wetar copper project

In November 2009, FND completed a Definitive Feasibility Study (DFS) which investigated the
economics of an on-site heap leaching and SX-EW processing operation at the Wetar project.
Following a positive outcome, FND plans to develop Wetar in two stages with an aim of achieving
a full production rate of 23ktpa of copper cathode by mid-2012.

FND built a demonstration plant with 1.8ktpa copper cathode capacity and was permitted to mine
100kt of ore from the Kali Kuning open-pit. The plant was commissioned in February 2009 and
has been producing LME Grade A copper cathode at nameplate capacity and within spec.

The leaching behaviour from the four demonstration heaps is very encouraging and FND’s
apparent success in leaching chalcopyrite has attracted considerable technical interest. FND has
identified the factors which control leach kinetics and current performance indicates the potential
for terminal copper recoveries in excess of the 71% DFS estimates.

The test heaps and a demonstration plant has allowed FND to test every aspect of the operation
as part of the DFS. This has substantially de-risked the Wetar project and will greatly assist the
process of obtaining bank finance.

Accordingly, FND is now focused on transitioning the demonstration plant from a test facility to
commercial scale production via the lower risk Stage 1 expansion to 7ktpa.

 Low cost copper production is forecast to reach full-scale by 2012

The project will benefit from substantial infrastructure left over from Billiton’s previous gold mining
operation (wharf, camp and roads). The Company has already purchased the Whim Creek SX-
EW plant, substantially shortening the timeframe to first production.

The DFS determined that US$118m will be required for the two staged expansion to 23ktpa of
copper cathode. This gives the project a relatively low capital intensity of US$5,000/t of annual
production, vs. an industry average of US$7,500/t. FND expects significant capex reductions to
this DFS estimate.

Wetar will have a relatively low cash cost of US$1.00/lb, placing the operation in the middle of the
industry cost curve. The two copper deposits at the Wetar project (Kali Kuning and Lerokis) have
high copper grades of 2.5% (which is likely to be understated) and are located at surface,
resulting in open-pits mines with very low strip ratios of less than 1:1 waste to ore.
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Wetar Copper Project – Background

 History

The Wetar project is located on the north coast of Wetar Island in the Maluku Province of the
Republic of Indonesia. The island is 130km wide east-to-west and 45km north-to-south, with an
area of 3,600km². Wetar has approximately 7,000 residents and is currently only accessible via
boat.

Figure 1. Project Map

Source: Finders Resources

The Wetar deposit was discovered by CSR Ltd in 1986 and was sold to Billiton Indonesia in
1988. Billiton carried out a drilling program to define a gold-silver resource at two main deposits,
being Kali Kuning and Lerokis. Copper was also discovered underlying the gold ore at these two
deposits and at a third smaller deposit at Meron, 2km east of Kali Kuning.

Gold-silver-barite ores were mined by Billiton from shallow open-pits at Kali Kuning and Lerokis
throughout 1990 to 1997. This not only left existing infrastructure at Wetar (wharf, camp and
roads), but the copper mineralisation was left exposed in the base of the gold mining pits.

The copper ore could not be treated by the gold recovery plant. While test work indicated a
concentrate could be produced via conventional flotation, high levels of arsenic and mercury
restricted the saleability of the product. Therefore, after the cessation of gold mining the area was
rehabilitated.

In December 2004, FND acquired the Wetar project in co-operation with an Indonesian partner.
Following considerable metallurgical test work, the Company is currently producing LME Grade A
copper cathode on-site via a heap leaching and SX-EW operation.
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 Wetar Development Program

A demonstration plant has been operating since February 2009 and has been producing LME
Grade A copper cathode at nameplate capacity and within spec.

In November 2009, FND completed a Definitive Feasibility Study (DFS) which investigated the
development of the Wetar project in two stages with an aim of achieving a full production rate of
23ktpa of copper cathode by mid-CY12.

In March 2010, the Environmental Impact Assessment (known as AMDAL in Indonesia) was
approved for the full scale 23ktpa Wetar copper project. FND will now submit an application for a
Mining Licence. Obtaining this Mining Licence is the key trigger for FND to award project
financing and commence Stage 1 construction.

Figure 2. Timeline to Full Production
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Source: Blackswan Equities

 Current Corporate Structure

The Wetar Project was acquired by FND in cooperation with PT Batutua Kharisma Permai (BKP),
its Indonesian partner. BKP is controlled by Gabriel (Gerry) Mbatemooy, an Indonesian citizen
who has been well-known to FND’s Chairman and Managing Director for decades.

BKP holds the Exploration IUPs (previously called Exploration KPs) granted in December 2004.
In February 2005, FND and BKP entered into the Banda Cooperation Agreement which saw the
rights attaching to the Exploration IUPs transferred from BKP to PT Batutua Tembaga Raya
(BTR) in return for a 5% net profit interest (NPI) royalty. As a result, BTR is now solely entitled to
possession of all minerals within the IUP area and has the exclusive rights to explore, operate,
mine and sell the production from the IUP area.

BTR is owned 99.99% by Banda Minerals Pty Ltd (Banda) and 0.01% by FND. In turn, Banda is
94% owned by FND and 6% by BKP. FND has been earning-in to Banda and expects to reach
100% through funding the Wetar development.

 A New Corporate Structure is Being Completed

Under Indonesia’s new Mining Law introduced in January 2009, all KPs are being replaced with
new Mining Licences called IUPs. As a result, FND is amending the Banda Cooperation
Agreement, but there will be no change to the ratio of economic benefit between FND and BKP.

Under the new Mining Law it is now possible for BKP and BTR to merge, allowing for direct FND
ownership of the tenements. In return, BKP will be issued equity in the merged company which
reflects the economic benefit foreseen by the Banda Cooperation Agreement. The merger
process in Indonesia can take up to a year.

Until the merger has been completed, Wetar will operate under the auspices of an Ore Sales
Purchase Agreement with BKP the party responsible for mining and BTR responsible for
processing and sales.
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Wetar Copper Project – Geology and Ore Reserves

 Geology

The Wetar project comprises of two main ore bodies, being the Kali Kuning and Lerokis deposits
which are 3.5km apart. A satellite deposit at Meron, approximately 2km east of Kali Kuning, is not
included in the DFS due to its lack of technical definition.

The deposits are regarded to be similar to sea-floor black smokers (or VMS). They are
characterised by a gold-bearing barite sand cap rock (previously mined by Billiton) underlain by a
copper-bearing massive pyrite body hosted by volcanic breccias and pillow basalts. The sulphide
copper mineralisation is in the fine matrix of breccias and stockworks.

Figure 3. Geological Map of Wetar Island

Source: Finders Resources

 Mineralogy and Metallurgy

The Kali Kuning and Lerokis deposits display slightly different mineralogies which result in
important differences in the leaching kinetics of each deposit.

Kali Kuning comprises covellite-chalcocite, chalcopyrite, enargite and tennantite. Covellite-
chalcocite (mainly chalcocite) makes up about 65% of the contained copper.

Similar minerals occur at Lerokis, but with a higher amount of chalcopyrite and more sphalerite
leading to significantly higher zinc content. Covellite-chalcocite (mainly covellite) makes up about
45% of the contained copper.

The higher amount of chalcopyrite at Lerokis will result in that deposit leaching more slowly.
While chalcopyrite is notoriously difficult to leach in normal conditions, FND has completed an
immense amount of test work.

Chalcocite and covellite are known to be readily leachable by ferric acid in other sulphide leach
operations in the world. Leaching of chalcopyrite in other deposits has traditionally thought to be
a very slow process due to passification of the surface of chalcopyrite particles. At Wetar,
however, exothermic reactions due to the high pyrite content of the ore body appear to promote
and increase the rate of chalcopyrite leachabilty.
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 Simple Geometry and Low Strip Ratio

Both the Kali Kuning and Lerokis deposits have a high copper grade of 2.5% and are located at
surface, resulting in a very low strip ratio of approximately 0.98:1 waste to ore. The deposits
comprise of a single massive sulphide lenses with sharp upper and lower boundaries.

At both deposits, there is little or no oxide mineralisation present.

Figure 4. Typical Cross-Section through Kali Kuning

Source: Finders Resources
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 Ore Reserve Estimate

The Mineral Resource was estimated independently by respected consultant Hellman &
Schofield Pty Ltd. Ore Reserves were externally assessed by Australian Mine Design &
Development (AMDAD) at the time the DFS was completed.

Ore Reserves are based on a cut-off grade of 0.5% copper with an overall waste to ore ratio of
0.98:1. The reserve represents a 94% and 97% conversion of resources at Kali Kuning and
Lerokis, respectively.

Meron has a potential size of around 0.5 – 1.5Mt grading 1 – 3% copper, based on historical
drilling results. This is an exploration target and is yet to be converted into a Mineral Resource.

Table 2. Ore Reserves (100% Project Basis)

Deposit Mt Cu (%) Contained Copper (kt)

Kali Kuning Pit

Proved 4.9 2.5 123.0

Probable 0.9 2.2 19.0

Sub-Total 5.8 2.5 142.0

Lerokis Pit

Proved 2.0 2.4 49.0

Probable 0.4 2.3 9.0

Sub-Total 2.4 2.4 58.0

Combined

Proved 7.0 2.5 172.0

Probable 1.2 2.2 28.0

Sub-Total 8.2 2.5 205.0
Source: Blackswan Equities, Finders Resources (errors due to rounding)

 Possible Understatement of Reserve Grade

The Kali Kuning ore body contains two separate units, being the PBx and massive sulphide units.
The PBx unit has a very bouldery nature reflecting its formation as a submarine slump deposit on
an ancient sea floor. The copper mineralisation is in the fine matrix between these pyrite
boulders.

This makes the collection of a representative drill sample difficult and imprecise as the boulders
prevent good sample recovery and the fine matrix containing the copper mineralisation is either
washed or blown away in the sample recovery process.

The result of this is that the grade of the PBx resource is likely to be underestimated. This is
reflected in the ore grade experienced in the test heaps being much higher than expected.

Our current modelling is placing no reliance on this and is using the original calculated resource
grades.
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 Wetar’s Exploration Potential

The most advanced exploration target is the Meron deposit. This requires further exploration, but
has a clear potential to extend the mine life of the proposed project.

Regional exploration on Wetar Island has also the potential to identify additional mineralisation
(including possible gold-rich caps) at the Batu Duri, Pantai Merah and Ilwaki prospects. While this
is not FND’s current focus, once in Stage 1 production is at steady-state we would anticipate a
resurgence in the Company’s exploration.

The geological setting of Wetar Island along the Banda Arc is a one of multiple, young
mineralisation events in the style of black smokers. Historical exploration has not been extensive
and has been limited by topography and access issues. FND has identified a number of
encouraging follow-up targets.

Figure 5. Exploration Prospects on Wetar Island

Source: Finders Resources

Wetar Copper Project – Operational Overview

 Background on Processing Technologies

Gold-silver-barite ores were historically mined by Billiton from shallow open-pits at Lerokis and
Kali Kuning. The copper ore was known about, but could not be treated by the gold recovery
plant. While test work indicated a concentrate could be produced via conventional floatation,
arsenic and mercury levels were too high.

FND investigated the option of producing copper cathode via heap leaching and an on-site SX-
EW plant. After testing three different hydrometallurgical processing technologies, the Albion
process (developed by Mt Isa Mines and licensed from Xstrata Copper) was successful in
producing a high-quality copper cathode with the arsenic and mercury being disposed of in the
leach residue.

Further analysis of available copper recovery techniques led to experimentation with bacterial
leach processes and to the recognition that higher operating temperature environments leads to
better recoveries.
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Many gold and copper heap leaches operate on oxide ore. Acid leach on sulphide ores, such as
Kali Kuning and Lerokis, is exothermic – it generates heat. This fact led in turn to higher
temperature test work with thermophilic (heat-loving) microorganisms, plus the recognition that
aerating the heap will assist in the oxidation of the sulphides and so increase the temperature of
the heap and ultimately potential metal recoveries.

The resulting process involves irrigating the heaps with acid, introducing thermophilic
microorganisms to assist the leaching and aerating the heaps. FND has run different test
scenarios on four test heaps. The acid is generated naturally from the pyrite in the heaps, so
doesn’t have to be purchased (unlike other heap leach operations).

 Heap Leaching Performance

The highly pyritic nature of the ore gives a specific gravity of 4.5g/cm3. The material is basically
pyrite sand that contains no clay and minimal fines. The ore is very competent and can be
stacked comfortably using just an excavator. The heaps are very stable (they can be walked on)
and show minimal erosion even after two wet seasons (1,750mm average annual rainfall). Leach
kinetics have not been adversely affected by rainfall.

The test heaps have been run at numerous lift heights. Based on this experience, full operations
plan for 6m. Heights above about 6m proved ineffective in the demonstration heap area as only
40% of the basal area of the 9m heap could be irrigated due to the slope of the heap sides.

The four test heaps have operated at temperatures of about 80°C (very different to the column
leach test work) and at very low pH. FND is deliberately testing operating parameters outside the
conventional wisdom for bacterial leaching. Far from seeing adverse effects on the leach kinetics,
the heaps are in fact outperforming forecasts.

 Recent Copper Recoveries

While the fuel price is the key input into FND’s forecast US$1.00/lb cash cost, we believe the
copper recoveries and leach times are the next most important variables. The leaching behaviour
from the demonstration heaps is very encouraging and FND’s apparent success in leaching
chalcopyrite has attracted considerable technical interest.

The demonstration plant has identified the factors which control leach kinetics and current
performance indicates the potential for terminal copper recoveries in excess of the 71% DFS
estimates. While scale-up risk always exists until disproven, full scale heaps with a larger
footprint will actually have a lower level of edge effects (i.e. poor irrigation on sides).

Leach time appears quite significant in order to obtain the recoveries achieved to date. For
example, Heap 3 has been under irrigation for approximately 65 weeks to generate a copper
recovery of 71%. FND is constantly optimising and improving these times. The Company will
manage this timing issue via the sequencing of heaps and closely monitoring working capital.

 Copper Cathode Quality

Two quality issues were briefly encountered during the time the demonstration plant has been
operating. FND has addressed these issues and every shipment of cathode since inception has
been within LME Grade A copper cathode spec.

One issue related to an iron grade above the permitted maximum of 10ppm Fe due to a fault in
the SX circuit. This has been rectified and most cathode batches now report at less than 1ppm
Fe. The second issue related to sulphur content being too high. The cathode is now washed
before shipping to remove any remnant organic residue which can otherwise cause the sulphur
assay to report outside spec. These issues affected individual batches, not whole shipments.

Cathode quality is tested approximately every 10t (two days production) to ensure compliance
with LME Grade A specifications. The assays are carried out at Xstrata’s facility in Townsville.
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Wetar Copper Project – Development Plan

 Staged Development Plan Minimises Risk

FND completed a DFS in November 2009. Following a positive outcome, FND is developing the
Wetar project in two stages with an aim of achieving a full production rate of 23ktpa of copper
cathode by mid-2012.

This staged approach provides the project with a lower level of development and funding risk.

 Existing Demonstration Plant

As part of the DFS process, a demonstration SX-EW plant with 1.8ktpa (5t per day) copper
cathode capacity was commissioned in February 2009. The demonstration plant is currently
producing LME Grade A copper cathode at nameplate capacity and within spec.

The demonstration plant has allowed FND to test every aspect of the operation, thus
substantially de-risking the project and assisting the process of obtaining bank finance for the
expansion to a targeted full production rate of 23ktpa.

Up to July, the demonstration plant has produced 1,970t of copper cathode since inception (with
2010 sales at an average price of US$3.22/lb). The demonstration plant is roughly break-even at
Wetar on operating cash flows.

This pilot operation is only permitted to process 100kt of ore from the Kali Kuning deposit, of
which all has been stacked on the four test heaps. Copper recoveries have reached 70% from
Heap 3 and leach rates in Heap 1 and Heap 2 are slowing (see Figure 7). FND estimates that
there is only 1,000t of leachable copper remaining in the demonstration heaps. Accordingly, FND
is now focused on the Stage 1 expansion.

Figure 6. Demonstration Plant Layout

Source: Finders Resources
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Table 3. Leach Performance

Mar Q 2009 Jun Q 2009 Sep Q 2009 Dec Q 2009 Mar Q 2010 Jun Q 2010

 Heap 1: Weeks Under Irrigation 11 23 33* 42* 44* 56

Cumulative Copper Recovered (t) 123 168 208 266 275 307

Copper Recovery to Date 22% 30% 37% 47% 49% 55%

 Heap 2: Weeks Under Irrigation 7 18 33 47 59 71

Cumulative Copper Recovered (t) 143 303 379 429 463 495

Copper Recovery to Date 17% 36% 45% 51% 55% 59%

 Heap 3: Weeks Under Irrigation 1 12 27 41 53 65

Cumulative Copper Recovered (t) 37 319 459 562 609 663

Copper Recovery to Date 4% 34% 49% 60% 65% 71%

 Heap 4: Weeks Under Irrigation 9 22 34 46

Cumulative Copper Recovered (t) 262 430 543 719

Copper Recovery to Date 14% 23% 29% 38%

*Note Heap 1 was re-stacked twice and effects the number weeks irrigation in the marked quarters

Source: Finders Resources

Figure 7. Leach Performance

Source: Finders Resources
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 Stage 1 – Expanded Demonstration Plant

FND is currently transitioning to commercial scale production via converting the demonstration
plant from a test facility into a long-term production plant.

This transition will be executed via the Stage 1 brownfields expansion of the existing 1.8ktpa
demonstration plant to 7ktpa of copper cathode. This will involve expanding the SX-EW plant and
current power supply.

FND will also need to install new leach pads within the footprint of the existing disturbed area
from previous mining, i.e. stacking the heaps in the historical gold mining pit. Water flow issues
have been addressed and detailed engineering for the Stage 1 expansion is completed.

Ore for Stage 1 will continue to be sourced from the Kali Kuning pit, which is immediately
adjacent to the historical gold mining area.

To date, the crusher has been refurbished, modifications completed on the SX plant and the
neutralisation plant is being extended with larger tanks and the addition of a filter press.

Construction of Stage 1 will commence upon receiving a Mining Licence and securing project
financing. Once these milestones have been achieved, FND estimates a nine month construction
timeframe. Production is expected to continue from the demonstration plant throughout this
period.

 Stage 2 – Addition of the Whim Creek Plant

Stage 2 will involve the final production expansion to 23ktpa using the Whim Creek SX-EW plant
(already purchased from Straits Resources). The plant has been dismantled and containerised
for transportation from the Whim Creek site to Wetar.

For Stage 2, FND plans to redesign and landscape the neighbouring valley to create a suitably
sized flat area for leach pads. The Company forecasts a 12 month construction timeframe.

Figure 8. Project Layout

Source: Finders Resources
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 Development of the Lerokis Pit

Based on the current mine plan, ore from Lerokis will be required in about Year 3 of operations to
maintain production at 23ktpa. This will involve the development of the Lerokis pit and haulage of
ore to the Whim Creek SX-EW plant situated near the Kali Kuning pit.

 Infrastructure

Power: FND currently hires three 500kVa diesel generators. Only two are required at any time
and one is on standby as backup. Diesel generators will be upgraded in the Stage 1 expansion to
a 4,000kVa power plant using four 1,000kVa, with three in use and one on standby as backup.
Power supply to the mining camp and laboratory is currently by an 80kVa diesel generator, which
will also be upgraded to circa 180kVa as part of the Stage 1 expansion.

FND will purchase an additional rectiformer for Stage 1. This unit will be one of the first capital
items ordered once the Mining Licence is granted. The estimated lead time is six months, based
on the delivery time of the existing rectiformer which also came from the USA.

FND will install a diesel storage tank adjacent to the wharf to hold about six week’s supply of fuel.

Water: Local rainfall is 1,750mm per year and FND believes that adequate freshwater supplies
will be available. The month of December sees the onset of the wet season at Wetar.

FND plans to install a 5km water pipeline from a nearby river (pH of 7). The SX-EW process is a
closed circuit with no tailings and therefore loses little water apart from evaporation.

Mine Access: Current access to Wetar Island is via fishing boat or LCT (landing craft) from Kisar
Island, the nearest airstrip or from West Timor. FND has contracted an Indonesian air charter
provider to fly between Kupang and Kisar. Kupang is accessible by air service from Jakarta,
Denpasar and Surabaya.

FND has purchased a 180t ex-fishing boat designed for southern-ocean fishing (10m swells).
The maximum wet season swell at Wetar Island is about 4m. This has been converted to a
supply vessel with passenger accommodation and cargo capability for all seasons.

FND will take advantage of the existing good condition infrastructure left over from the historic
Billiton gold mining operations. There is a fully operational wharf with a boat ramp large enough
to suit the current requirements for transporting equipment and supplies. There are paved roads
through the main office and site areas and all-weather dirt roads to the plant and mining areas.

Workforce: A total workforce of 250 staff is expected for the expansion to full production of
23ktpa. Less than ten will be expatriate professionals, with the balance consisting of about 170
people from Wetar Island and about 70 non-Wetar Indonesians.

Indonesian mining professionals appear to be very competent. At present, work on-site is
constrained pending grant of the mining licence. We recognise that it is difficult to gauge the
efficiency and effectiveness of the local labour until such time as they are put under pressure.

Laboratory: The site has a laboratory with AAS equipment that is manned and operated by
Intertek personnel. This allows the regular testing of the Pregnant Liquor Solution (PLS) which
carries the copper from the leach heaps. The ability to monitor metal content (copper,
magnesium, cobalt etc) in the PLS is of primary importance to the operation as it permits quick
response to any metallurgical issues.

The laboratory will relocate to the SX-EW facility as part of the planned Stage 2 expansion.
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 Operational Risks

In addition to the usual principal risks related to any mining company developing an asset (such
as funding requirements, commodity price movements and foreign exchange rate fluctuations),
our valuation for the Wetar copper project acknowledges a higher degree of company-specific
risk (principally country risk and technical risk).

While FND has carried out detailed feasibility studies and attained considerable operational
experience from the demonstration plant, significant scale-up and technology risk exists. We also
believe there is more risk inherent in any Indonesian business where local connections are vital,
which can lead to an over-reliance on key personnel.

Table 4. Risk Summary

Risk Area Description

Construction risk Securing a suitable amount of physical space and constructing

leach pads will be FND’s largest challenge given the rugged terrain

of Wetar Island.

For the Stage 1 expansion, FND plans to stack the heaps in the

historical gold mining pit. For Stage 2, FND plans to redesign and

landscape the neighbouring valley to create a suitable flat area.

Both plans appear to be feasible and FND has addressed potential

water flow issues through dam and pond construction, which will

take place prior to stacking the heaps. However, there is a high

degree of risk that torrential rainfall could be problematic throughout

the construction/commissioning phase until heaps are established

and stabilised.

Scale-up risk We believe the key variables to FND’s ability to achieve its forecast

US$1.00/lb cash cost are copper recoveries and leach times.

The Wetar project will be the first SX-EW operation in Indonesia. As

part of the DFS a demonstration SX-EW plant with 5t per day

capacity has been operating since February 2009.

The demonstration plant has allowed FND to test every aspect of

the operation, thus substantially de-risking the project. However,

there is a risk that the leaching performance and recoveries

demonstrated by pilot operation may not be sustainable at a full

production scale.

Legal risk The Environmental Impact Assessment (known as AMDAL) has

been approved for Wetar’s development. FND has also signed land

compensation and community development agreements.

Once FND has completed an agreement between the Indonesian

operating companies to bring them in-line with the new Indonesian

Mining Law it will formally submit an application for a Mining

Licence. In the meantime, there has been a considerable amount of

iterative engagement between FND and the relevant authorities in

pursuit of this licence.

While there is no fundamental reason why the necessary permits

should not be granted, management is not prepared to predict the

precise timing.
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Environment risk Given the presence of enargite and tennantite in the mineral

assemblages, the possible impact of arsenic could raise concerns.

However, most of the arsenic is deposited as ferro arsenate before

it gets to the plant. The remaining arsenic goes around the closed

circuit and straight back into the heap, where it is re-precipitated as

a highly crystalline ferric arsenate.

This crystalline form readily passes conventional TCLP (Toxicity

Characteristic Leaching Procedures) and MEP (Multiple Extraction

Procedure) tests as a measure of environmental stability. This has

been overcome at previous operations and In 1999/2000, Intec was

granted a New South Wales EPA approval to dispose of leach

residue containing ferric arsenate into conventional landfill.

Source: Blackswan Equities

Mining in Indonesia

 Multi-Layer Government Structure

The Government in Indonesia is very hierarchical with multiple layers of authority:

1) Federal
2) Provincial (there are 33 Provinces in Indonesia)
3) Kabupaten (each Province has many regional subdivisions headed by a Bupati)

Each of these divisions duplicates departments, rendering the bureaucratic process very
laboured. While this makes obtaining the necessary approvals a complicated and time
consuming process, FND has demonstrated an understanding of the business environment and
managed these issues effectively to date.

 Political Risk and Corruption

In Transparency International’s 2009 Corruption Perceptions Index, Indonesia ranked 111th out
of 180. In the same organisation’s Global Corruption Barometer for 2009, Indonesia scored 4.4
compared to an average of 3.7 (on a scale from 1 to 5, where 1 represents no corruption).

Since the Indonesian 1998 Upheaval and resignation of President Suharto, there have been
several political reforms and the government has begun to establish policies which reduce
corruptive practices and enhance Indonesia as a destination for foreign investment.

The Province of Maluku, in which Wetar is located, has a public schedule of rates to be paid to
government employees on official visits. FND states that there are no material unsanctioned
payments made that could be construed as corruption.

 Community Support

FND employs mainly Indonesians from Wetar and supports the local community in ways such as
the provision of fuel and power to local villages, construction of schools and other facilities, and
as a ready market for local produce. While this support lessens the risk of disruption due to social
unrest, FND could be affected by higher level political instability.
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Wetar Copper Project – Financial Parameters

 Capital Costs

To date, FND has sunk approximately $15m on development expenditure at Wetar. This has
provided the Company with a demonstration plant capable of producing 1.8ktpa of copper
cathode. FND has also purchased the Whim Creek SX-EW plant from Straits Resources for $5m
paid in shares.

While a DFS has determined that US$118m will be required for the two stage expansion to
23ktpa, FND expects significant capex reductions.

The project will also benefit from substantial infrastructure left over from the previous gold mining
operation.

Table 5. Capital Expenditure Requirements

Component (100% Project Basis) US$m

Stage 1 Expansion of Demonstration Plant (7ktpa) – Inc. Working Capital 25.0

Stage 2 Inclusion of Whim Creek (23ktpa) – Inc. Working Capital 93.0

Total 118.0
Source: Blackswan Equities, Finders Resources

Detailed engineering design for Stage 1 has been completed and all supplier and contractor bids
have been received. FND expects to report a revised capex estimate and schedule of project
delivery by end of July 2010.

Design work has commenced for Stage 2 based on installing the Whim Creek plant which is
currently dismantled and containerised at the Whim Creek site. The Company is aiming to
provide a revised capex estimate for Stage 2 in late-2010 based on optimised earthworks and the
use of Indonesian contractors.

The Stage 2 capex estimate includes almost US$40m for the initial pre-strip, leach pad
construction and EPCM. Optimisation studies are underway to target these areas. FND believes
that significant cost savings could be achieved by optimising the mine plan, reducing the volume
of waste to be moved at the Kali Kuning pit and using alternative waste dump sites.

Our modelling is currently based on the US$118m estimate. It also incorporates sustaining capex
of US$4m per year, based on 3% of the construction cost.

 Operating Costs

The DFS determined that the average LOM C1 cash cost of the Wetar project will be US$1.00/lb.
However, this cost is variable over the two stages, with Stage 1 expected to operate at around
US$1.50/lb.

Wetar has a relatively low operating cost considering the project does not benefit from any by-
product credits. On our forecasts the operation with have a LOM C1 cash cost of US$1.07/lb.

By a long way, power is the largest cost component of the demonstration plant. Once the Stage 2
expansion has been complete, it is forecast that power will account for circa 50% of the total cash
cost.

Copper cathode production is a function of the number of EW cells and the power required to
take the copper out of solution. Wetar will rely on diesel generated power, therefore rendering the
project extremely sensitive to diesel prices.
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The next largest cash cost component will consist of mining, crushing and stacking of ore. This is
forecast to account for 20% of the total cash cost. Wetar benefits from a low strip ratio of 0.98:1
waste to ore and inexpensive labour costs.

Other key operating costs include reagents. The demonstration plant has been producing more
acid than anticipated and a neutralisation plant is now retrofitted. As part of the expansion, FND
expects to mine its own limestone on Wetar Island (it has an existing JORC-compliant resource).
The Company is currently purchasing soda ash until such time as the neutralisation plant (with
limestone feed) is fully functioning.

 Tax and Royalties

Companies holding IUPs in Indonesia are subject to the generally applicable corporate tax rate of
25%.

Wetar is also subject to a Government gross revenue royalty of 4% on copper metal, which is
expected to remain differentiated from the 10% royalty applicable to new projects within State
Reserve Areas.

Indonesia’s new mining law introduced in January 2009 does not permit other non-Government
royalties. While the current corporate structure has a 5% NPI royalty, this will be removed under
the new structure.

 Project Financing and Hedging

FND currently forecasts a total funding requirement of US$118m (subject to change as a result of
optimisation studies). Funds will be required in two portions. Firstly, Stage 1 has a capex
estimate of US$25m which is expected to be raised via equity (~US$10m) and debt (~US$15m)
in Q3-CY10. Secondly, Stage 2 has a larger capex estimate of US$93m which is likely to be
raised in early-CY11.

FND has disclosed that it is currently reviewing draft term sheets from six banks regarding project
financing for the Stage 1 and 2 expansions at Wetar. At the time of conducting our site visit, a
team from Behre Dolbear was also on site as an independent expert for the banks.

It is likely that the selected bank will require hedging.

 Marketing and Off-take

FND has committed to sell 40% of its LME Grade A copper cathode through Tennant Metals (the
terms of this agreement are confidential). The metal is on-sold to counties such as Taiwan and
Thailand with nearly every shipment since inception selling at a premium to LME. Importantly, the
production of cathode removes the need for FND to deal with smelters to refine its product and
also reduces freight costs. The cathode is generally sold on a CFR basis from Surabaya.
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Finders Resources – Financial Analysis and Sensitivities

 Current Earnings and Cash Flow Generation

Up to July, the demonstration plant has produced 1,970t of copper cathode (with 2010 sales
being at an average price of US$3.22/lb). Copper sales have been generating useful cash flows
to fund ongoing design studies and corporate overheads. At current copper prices of around
US$3.00/lb, operating cash flows from the demonstration plant are roughly break-even.

We forecast that FND will produce 1,440t of copper cathode in CY10 and will generate an
EBITDA at the Indonesian level of negative $1m.

Leach rates in the test heaps are slowing and FND estimates that there is only 1,000t of
leachable copper remaining. Accordingly, cash flows from copper revenue will diminish in the
near future and FND is now focused on the Stage 1 expansion.

FND has circa $3m in cash and we would expect that further funds for the Stage 1 expansion of
Wetar will be raised via equity and debt in the second half of CY10.

Figure 9. Wetar’s Production and Shipments (Actual)
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Source: Blackswan Equities, Finders Resources

 Earnings Growth

Our valuation for Wetar incorporates a nine year operation underpinned by the principal
assumption of a 9.2Mt mining reserve (based on the in-pit Ore Reserve plus 0.8Mt of ore from
the near-mine Meron deposit).

First production from Stage 1 is forecast in mid-CY11 and we estimate that FND will produce
4.4kt of copper cathode in CY11. On our forecasts this will see FND generate an NPAT of $7m,
however free cash flow is forecast to be negative $68m as Stage 2 construction is underway.

The project is set to ramp up to a full production rate of 23ktpa of copper cathode by mid-CY12.
On our forecasts this will see FND generate an average NPAT of $46m and average free cash
flow of $58m over Wetar’s nine year mine life.
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Figure 10. Wetar’s Production Profile (Forecast)
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Key Assumptions
CY09a CY10e CY11e CY12e CY13e CY14e CY15e CY16e CY17e CY18e CY19e

Copper Price (US$/lb) 2.34 3.30 3.48 3.29 2.38 2.43 2.48 2.53 2.58 2.63 2.68
USD/AUD Rate (USc) 79.34 87.19 85.00 85.00 85.00 85.00 85.00 85.00 85.00 85.00 85.00

Wetar Production Summary (100% Project Basis)
CY09a CY10e CY11e CY12e CY13e CY14e CY15e CY16e CY17e CY18e CY19e

Copper in Concentrate (kt) 1.13 1.44 4.40 13.09 23.08 23.08 23.08 23.08 23.08 23.08 5.77
Site Cash Cost (US$/lb) n/m 1.64 2.24 1.51 0.92 0.94 0.96 0.98 1.00 0.96 0.79
Total Cash Cost (US$/lb) n/m 1.78 2.38 1.64 1.02 1.04 1.06 1.08 1.10 1.06 0.89

Source: Blackswan Equities

Given our copper price forecasts (based on short-term consensus forecasts which revert to a real
long-term assumption of US$2.25/lb in December 2012) we expect Wetar to generate robust
cash margins.

Once in full production, we forecast the operation to generate an average of more than $50m in
free cash flow per year. This provides the project with a payback period of three years
(undiscounted). Our forecast nominal cumulative free cash flow over the project’s nine year mine
life is circa $322m.

Figure 11. Wetar’s Free Cash Flow Generation (Forecast)
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Source: Blackswan Equities
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 Sensitivity Analysis

We have run sensitivities on the key variables to Wetar’s profitability, being the copper price, fuel
price, copper head-grade and copper recovery.

Table 6. Key Valuation Sensitivities

LOM Nominal Copper Price (US$/lb) 1.50 2.00 2.50 3.00 3.50 4.00

Wetar Project NPV ($/share) (0.24) 0.19 0.62 1.04 1.46 1.87

FND Valuation ($/share) (0.27) 0.16 0.60 1.01 1.43 1.84

LOM Diesel Price (USc/L) 0.60 0.70 0.80 0.90 1.00 1.10

Wetar Project NPV ($/share) 0.76 0.72 0.67 0.60 0.55 0.55

FND Valuation ($/share) 0.73 0.69 0.64 0.58 0.52 0.47

LOM Copper Grade (%) 1.5 2.0 2.5 3.0 3.5 4.0

Wetar Project NPV ($/share) (0.16) 0.29 0.72 1.14 1.57 1.98

FND Valuation ($/share) (0.18) 0.26 0.69 1.11 1.54 1.96

LOM Copper Recovery (%) 55 60 65 70 75 80

Wetar Project NPV ($/share) 0.32 0.45 0.57 0.69 0.81 0.93

FND Valuation ($/share) 0.29 0.42 0.54 0.67 0.78 0.91

Source: Blackswan Equities
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Finders Resources – Company Background

 Project Portfolio

FND floated on the ASX in June 2007 on the back of two advanced exploration projects it held in
Indonesia, being the Wetar copper project and the Ojolali gold-silver project.

Central to the Company’s IPO was a management team which had long-term Indonesian
operating experience and a track record of taking exploration projects through to production. This
important attribute remains with FND’s key personnel largely unchanged.

The Company believes that Ojolali has the potential to provide it with a pipeline to grow
production and diversify revenue streams.

There is the potential for the development of an open-pit CIL/CIP operation at the Jambi oxide-
gold deposit. While Wetar is the primary focus, it continues to carry out extensive exploration
work currently entailing a drilling program to expand the existing gold resource.

The level of foreign investment in Indonesia in the resources sector is significant. This is clearly
demonstrated by the operations of the major global resource companies such as Freeport-
McMoRan (Grasberg Mine), Rio Tinto (Kelian Mine), Newcrest Mining (Gosowong Mine),
Newmont Mining (Batu Hijau Mine), plus extensive coalmining and oil and gas operations.

Figure 12. World Class Mineral Province

Source: Finders Resources

 Capital Structure

The Company floated on 65.4m shares and has retained a relatively tight capital structure with
194m shares currently on issue. On a fully diluted basis there are up to 200m shares, with option
exercise prices ranging from $0.30 to $0.37/share.

In addition, Resource Capital Fund (RCF) holds a US$1.5m convertible note, with a 12% coupon
rate. At a conversion price of $0.36/share, the note is convertible into 6.5m shares.
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 Listings

FND initially listed in the AIM market of the London Stock Exchange in March 2006. The
Company then listed on the Australian Securities Exchange in June 2007.

Table 7. Substantial Shareholders

Shareholder Ownership

Resource Capital Fund IV LP (on a diluted basis) 12.8%

Acorn Capital Ltd 10.5%

Straits Resources Ltd 10.0%

Taurus Res Ltd 9.9%

Lujeta Pty Ltd 7.7%
Source: Blackswan Equities, Finders Resources

 Board of Directors

The Company’s Board comprises of seven senior members with extensive experience in the
mining sector. Most of these members also have a material equity interest in FND, which
reaffirms their commitment to the Company. In our view, the Board and management team is
undeniably highly qualified and incentivised.

Table 8. Board Members

Name Position Profile

Russell Fountain Chairman Dr Fountain has over 40 years of international

experience in all aspects of mineral exploration, project

feasibility and development of mining projects involving

copper, gold, nickel and mineral sands. Previous

senior positions include President, Phelps Dodge

Exploration Corporation; Exploration Manager, Nord

Pacific and Chief Geologist, CSR Minerals. Shares

held: 7.5m (3.8% interest).

Chris Farmer Managing

Director

Dr Farmer has over 19 years of international

experience in all aspects of exploration, with an

emphasis on international joint ventures and business

development. Previous positions include VP

Australasia and Chief Geologist, Phelps Dodge

Exploration Corporation; and Senior Geologist with

both Highlands Gold (Indonesia) and Billiton Indonesia

BV working at the Lebong Tandai and Wetar gold

mines. Shares held: 6.0m (3.1% interest).

Mike Stirzaker Finance Director Mr Stirzaker is a Chartered Accountant with more than

25 years of commercial experience, most of which

have been in the mining finance and mining

investment sector undertaking corporate finance and

investment activity, including mergers and acquisitions,

divestments and capital raisings. Shares held: 4.0m

(2.1% interest).
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Robert Thompson Executive

Director

Mr Thomson has over 30 years of Australian and

international mining experience. He has worked on 5

Asian development projects in the last 13 years

including GM Development, Chatree Gold Mine in

Thailand and Project Director, Sepon Gold Mine in

Laos. Mr Thomson was CEO of Climax Mining from

2003 to 2006 and Asian Mineral Resources from 2006

to 2008. Shares held: 0.6m (0.3% interest).

Stephen de Belle Non Executive

Director

Mr de Belle has been closely involved with the start-up

and operation of iron ore, coal, base metals, gold and

petroleum projects and companies, and has particular

expertise in the development and financing of projects

in the resources and infrastructure sectors both in

Australia and overseas. He is currently Managing

Director of a geothermal and power technology

company. Shares held: 4.6m (2.4% interest).

Stephen Lonergan Non Executive

Director

Mr Lonergan is a commercial lawyer with more than 25

years experience in the Australian and international

mining industry, having been General Counsel of

Pancontinental Mining Group, a partner at Baker &

McKenzie Sydney, and General Counsel and

Company Secretary of Savage Resources. He is

currently General Counsel and Company Secretary of

CBH Resources. Shares held: 0.1m (0.0% interest).

Quinn Roussel Non Executive

Director

Mr Roussel is a Principal of Resource Capital Funds

(RCF), a mining-focussed private equity firm. Prior to

joining RCF in 2006, he was Director of Business

Development at one of RCF’s portfolio companies in
China. He has also worked as an engineer in both

mining and the oil & gas industries. Shares held: Nil.

Source: Blackswan Equities, Finder Resources

 Management Team

Mr Thomson (Executive Director, Development) has worked on five Asian development projects
in the last 13 years including GM Development, Chatree Gold Mine in Thailand and Project
Director, Sepon Gold Mine in Laos. He was also Project Manager at Girilambone, which was
Australia’s first copper sulphide leach operation.

Grant Harding (Operations Manager) is a qualified extractive metallurgist and was involved in the
successful commissioning of Ivanhoe Copper’s Monywa Copper Heap Leach Project in Myanmar
in 1998 and more recently as project manager at Avocet’s Bakan heap leach project in
Indonesia.
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Finders Resources Ltd (FND) Recommendation: BUY

Shares on Issue 200.6m Date
Market Capitalisation $63.2m Share Price
Year End 12 Month Target Price

Equity Valuation, Price Target, 12 Month Return Income Statement
Equity Valuation Full Year Summary (A$m)

A$m A$/share CY09a* CY10e CY11e CY12e
Wetar Copper 146.6 0.72 Sales Revenue 3.0 11.0 39.9 105.2
Exploration 10.0 0.05 EBITDA (2.2) (0.6) 17.8 60.4
Corporate (21.8) (0.11) Depreciation & Amortisation 0.7 0.5 5.4 16.3
Hedging 0.0 0.00 EBIT (2.9) (1.1) 12.3 44.1
Cash 5.4 0.03
Debt 0.0 0.00 Net Interest Expense 0.2 0.2 2.8 5.1
Unpaid Capital 0.9 0.00 Profit Before Tax (3.1) (1.3) 9.6 39.0
NPV $141.0m $0.69/sh Income Tax Expense 0.0 (0.4) 2.9 11.7
Real Discount Rate 8.00% Underlying NPAT (3.1) (0.9) 6.7 27.3

Abnormal Items 0.0 0.0 0.0 0.0
12 Month Price Target Minority Interests (0.2) 0.0 0.0 0.0
NPV (P/NPV: 0.9x) $0.60/sh Reported NPAT (2.9) (0.9) 6.7 27.3

12 Month Return Normalised Earnings (2.9) (0.9) 6.7 27.3
Capital Return 90.5% * CY09a covers only the 6 months to 31-Dec-09.
Dividend Yield 0.0%

12 Month Total Return 90.5% Cash Flow Statement
Full Year Summary (A$m)

CY09a* CY10e CY11e CY12e

Production & Commodity Prices (Nominal Terms) EBITDA (2.2) (0.6) 17.8 60.4
Key Assumptions Inc/(Dec) in Working Capital 1.0 (0.0) 0.0 0.0

CY09a CY10e CY11e CY12e Exploration & Other Items (6.0) (1.5) (7.7) (17.8)
Copper Price (US$/lb) 2.34 3.30 3.48 3.29 Operating Cash Flow (7.2) (2.1) 10.1 42.5
USD/AUD Rate (USc) 79.34 87.19 85.00 85.00 Capital Expenditure (0.2) (19.1) (78.2) (57.1)

Other (0.3) (1.8) 0.0 0.0
Wetar Production Summary (100%) Free Cash Flow (7.8) (23.0) (68.1) (14.5)

CY09a CY10e CY11e CY12e Equity Raised 20.6 9.5 47.9 0.0
Copper in Concentrate (kt) 1.13 1.44 4.40 13.09 Dividends Paid 0.0 0.0 0.0 0.0
Site Cash Cost (US$/lb) n/m 1.64 2.24 1.51 Inc/(Dec) in Borrowings (7.5) 15.0 40.0 (5.0)
Total Cash Cost (US$/lb) n/m 1.78 2.38 1.64 Financing Cash Flow 13.2 24.5 87.9 (5.0)

Effects of Exchange Rates 0.0 0.0 0.0 0.0
Movement in Net Cash 5.4 1.6 19.7 (19.5)

Financial Ratios
Earnings & Cash Flow Multiples Cash at End Period 7.6 11.9 31.6 12.1

CY09a CY10e CY11e CY12e Net Cash/(Debt) 7.6 (3.1) (23.4) (37.9)
EPS -1.5¢ -0.4¢ 1.7¢ 6.8¢ * CY09a covers only the 6 months to 31-Dec-09.
EPS Growth n/a n/a n/a n/a

P/E n/a n/a n/a 4.6x Balance Sheet
EV/EBIT n/a n/a n/a 3.7x Full Year Summary (A$m)
EV/EBITDA n/a n/a n/a 2.7x CY09a CY10e CY11e CY12e
GCFPS -3.6¢ -0.9¢ 2.5¢ 10.6¢ Cash 7.6 11.9 31.6 12.1
P/GCF n/a n/a n/a 3.0x Receivables 2.6 2.6 2.6 2.6
FCFPS -3.9¢ -9.5¢ -17.0¢ -3.6¢ Inventory 2.5 2.5 2.5 2.5
P/FCF n/a n/a n/a -8.7x Property, Plant & Equipment 13.6 32.1 105.0 145.8

Exploration Expenditure 6.7 8.4 10.4 11.4
Balance Sheet Mine Development 3.9 3.9 3.9 3.9

CY09a CY10e CY11e CY12e Other 0.6 0.2 0.2 0.2
Gearing (Debt/Equity) 4.9% 40.2% 59.0% 41.9% Total Assets 37.5 61.6 156.2 178.5
Gearing (Net Debt/Equity) -23.5% 7.6% 24.4% 30.8% Payables 1.5 1.5 1.5 1.5
EBIT Interest Cover n/a -5.4x 4.5x 8.6x Debt 1.6 16.6 56.6 51.6
ROE -9.0% -2.2% 7.0% 22.2% Provisions 1.0 1.2 1.2 1.2
ROA -7.8% -1.5% 4.3% 15.3% Other 0.9 0.9 0.9 0.9
NTA Per Share 16.2¢ 17.2¢ 23.9¢ 30.7¢ Total Liabilities 5.0 20.3 60.3 55.3

Net Assets 32.4 41.3 95.9 123.2
Dividends

CY09a CY10e CY11e CY12e Shareholders' Equity 65.7 75.3 123.2 123.2
Dividend Per Share 0.0¢ 0.0¢ 0.0¢ 0.0¢ Reserves 1.4 1.4 1.4 1.4
Dividend Yield 0.0% 0.0% 0.0% 0.0% Retained Profits (34.5) (35.4) (28.6) (1.3)
Dividend Franking n/a n/a n/a n/a Minority Interests (0.2) 0.0 0.0 0.0
Dividend Payout Ratio 0.0% 0.0% 0.0% 0.0% Total Shareholders' Equity 32.4 41.3 95.9 123.2
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Research Disclaimer

This research has been prepared by Blackswan Equities Ltd ABN 26 129 623 383 ("Blackswan"), holder of Australian Financial Services Licence No. 331703, for exclusive
use by its clients. This document 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. This research contains general advice only and does not take into account your objectives, financial situation or needs.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction outside Australia where such distribution or availability or use would be contrary to law or regulation or which would subject Blackswan to any registration or
licensing requirement within such jurisdiction.

Before acting on this general advice you should consider the appropriateness of the advice having regard to your situation. We recommend you obtain financial, legal and
taxation advice before making any financial investment decision. The price of securities can and does fluctuate. This research is based on information obtained from
external sources which we believe to be reliable however Blackswan makes no representation or warranty that it is accurate, complete or up to date. All historical
information is sourced from ASX company releases. Opinions expressed are subject to change without notice.

No officer, employee, or agent of Blackswan accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or
further communication in relation to this research. Blackswan officers, employees, or agents may have interests in the financial products referred to in this report by acting
in various roles including adviser, underwriter or dealer, arranger, holder of principal positions, or broker. Further, they may buy or sell those securities as principal or agent
and, as such, may effect transactions which are not consistent with the recommendations (if any) in this research. Blackswan or its associates may receive fees, brokerage
or commissions for acting in those capacities and the reader should assume this is the case.

This research accurately reflects the personal views of the responsible analyst about the subject securities. The responsible analyst is employed by Blackswan under
Australian Financial Services Licence No. 331703 and receives compensation based on overall revenues of Blackswan. Analyst disclosure of interests relevant to this
report: Blackswan Equities attended a site visit to Finders Resources Wetar project in May 2010.
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