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SUNDANCE RESOURCES LIMITED (SDL)

RECOMMENDATION:
SPECULATIVE BUY

12 month volume 2.63b
12 month share low $0.049
12 month share high $0.195
Market Risk High
Liquidity Risk Med
Infrastructure Risk Low
Country Risk High

IRESS & DJC Research

ISSUED CAPITAL

ASX, SDL
Share price $0.165
Mkt cap. $261m
Ordinary shares on issue 1,580m
Listed options® 200m

Convertible Note (11 May 07)  $0.45m

1 Undiluted Source: IRESS
2 Various dates & Strike prices

DIRECTORS

George Jones Chairman

Don Lewis Managing Director
Alec Pismiris Executive Director
John Corr Non-Exec Director
John Saunders Non-Exec Director

Source: SDL

MAJOR SHAREHOLDERS

Marble Bar Asset Mgmt 11.80%
Talbot Group Holdings P/L 9.33%
Loxton Investment Tr 4.10%
Ludger Kohmascher 5.19%

Source: SDL
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INITIATING COVERAGE

SDL is an iron ore and base metals explorer with projects in Central Africa and
South America. The company’s main asset is the Mbalam Exploration Permit,
situated in the Republic of Cameroon in Central Africa, which is highly prospective
for high grade iron ore and has a historical non-JORC compliant resource estimate
in excess of 218 million tonnes of +60% hematite. The company has recently re-
structured its board and has appointed George Jones as its Chairman. SDL is on
an aggressive development schedule to complete a Pre-feasibility study by the end
of 2007 and intends conducting a bankable feasibility commencing in 2008.

KEY POINTS

e High calibre board representation - George Jones appointed as Chairman with
proven company, management and Iron ore development experience

e Infrastructure already in place to commence exploration field season.

e Mbalam project in Cameroon estimated to contain over 800 million tonnes of
iron mineralisation, including 218mt >60% Fe, with low phosphorous and
alumina content.

e Historical intercepts at Metzivemin of 63.9m @ 65.7% iron and 36.9m@ 64.6%
iron

e A detailed aeromagnetic survey was flown in July 2006. Results showed that
36.5km of prospective iron formation existed within the project area. Only
2.7km of this formation had been previously explored by the United Nations
Development Fund.

e 20,000m drill program planned for 2007.
e Drilling at Mbarga commence May 2007
e Pre-feasibility commenced, anticipated completion date — end of 2007.

e Pro-Met engineers scoping study indicated that the project had the potential to
support a 35mt per year operation with simple near surface mining methods, a
centrally located plant and ore amenable to open cut mining methods. Scoping
study figures for the project estimate EBIT at US$892m with a project
payback of just 3 years.

e SDL represents an early stage opportunity of exposure to a very aggressive
exploration company. The Mbalam project has the capacity to generate
significant shareholder value with a fast-track growth profile from completion of
the pre-feasibility study in 2007 to the Bankable Feasibility Study in 2008.

We are initiating coverage on SDL with a Speculative Buy recommendation
based on our view of the recent board restructure and the excellent potential
for additional high grade direct shipping iron ore from Mbalam.



http://www.djcarmichael.com.au

CARMICHAEL RESEARCH

Project Overview

SDL is an iron ore and base metals explorer with projects in Africa and South America.
The company’s main asset is the Mbalam exploration permit situated in the Republic of
Cameroon in West Africa. The exploration permit is highly prospective for high grade iron
ore. The company also holds a green-fields copper project in Chile in South America.
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Corporate

In November 2006, SDL announced a major restructure of its board including the
appointment of Mr George Jones (Non-Exec Chairman), Mr Don Lewis (Managing
Director) and Dr John Saunders (Non-Exec Director). The Company also announced a
capital raising of $30m by a placement of ordinary shares to sophisticated investors to
meet the funding requirements of the pre-feasibility study of the Mbalam Iron Ore Project
in Cameroon and for general working capital.

CAM Iron SA (“CAM”), the local Cameroon company which holds Exploration Permit No.
92 over the Mbalam Iron Ore Province, is 90% owned by SDL. The remaining 10% is
held by minorities, of which 5% is held in trust for the local Mbalam community and the
balance held by local managers and investors. Exploration Permit No 92 covers an area
of 875km? over the Mbalam Province.

In March 2006 SDL entered into an agreement to acquire a 100% interest in the CAM
Exploration Permit No 92, which covers and area of 875km? over the Mbalam Iron Ore
Province in Cameroon.

SDL have 1.58b listed fully paid ordinary shares on issue and 200m listed options (Table
1). The company has A$27.1m in cash.

Ex-

No Options | Date Price

14.5m 31/05/2010 0.02
95.0m 30/06/2008 0.03
10.0m 1/06/2007 0.10
30.0m 2011 0.10
50.0m 2011 0.20

Table 1 — Issued options Source: SDL

In addition, 400 convertible notes (10% 0.012 May 2007) have been issued @ $1000
each. These convert on 11" May 2007.

The market capitalisation of the company is $299m fully diluted.
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Country Profile

Profile of Cameroon
Full name: Republic of Cameroon
Population: 16.6 million (UN, 2005)
Capital: Yaounde
Major languages: French, English, languages of
Bantu, Semi-Bantu and Sudanic groups
Major religions: Christianity, Islam, indigenous beliefs
Life expectancy: 45 years (men), 46 years (women)
Monetary unit: 1 CFA (Communaute Financiere Africaine)
Main exports: Crude oil and petroleum products,
Timber, cocoa, aluminium, coffee, cotton
GNI per capita: US $1,010 (World Bank, 2006)

The Republic of Cameroon is a unitary republic of central and western Africa. It borders
Nigeria to the west; Chad to the northeast; the Central African Republic to the east.
Originally a German colony, it was split after World War | among the French and British.
In 1960, French Cameroun became an independent republic, It was renamed the United
Republic of Cameroon in 1972, and the Republic of Cameroon or République du
Cameroun in 1984.

Today, Cameroon enjoys relative political and social stability. This has permitted the
development of agriculture, roads, railways, and large petroleum and timber industries.

The Cameroon currency, the CFA is pegged to the Euro and the legal system is based
on French civil law.

Management Structure
George Jones — Non Executive Chairman

George Jones was Chairman of iron ore miner Portman Limited until April 2005 when it
was taken over by Cleveland-Cliffs Inc. He oversaw the growth of Portman into a 6 mtpa
producer of direct shipping hematite ore with a market capitalisation of over $600m in
2005. Mr Jones has a Bachelor of Business degree from Curtin University of Western
Australia. He has more than 35 years experience in the mining, banking and finance
industries and in building profitable high value companies.

Don Lewis — CEO

Mr Lewis brings over 20 years experience in resource project development, construction
and financing to the Sundance management team. He was Managing Director of
Multiplex Engineering Pty Ltd and was responsible for that Company’s involvement in
significant minerals energy and water projects, including the $350m Moma Mineral Sands
project in Mozambique and the $300m Perth Seawater Desalination project in WA

Dr John Saunders — Non Executive Director

Dr Saunders has international project development skills and strong relationships within
the Chinese, US, European and Australian infrastructure and financing sectors. His
extensive experience in leading project and infrastructure development includes a
500,000 tpa steel mill in Vietnam and a 750MW hydro project in Nepal, each in close co-
operation with Chinese construction consortia, including CMEC, MECC and Shougang.

John Corr - Non-Executive Director

Mr Corr has more than 30 years experience in corporate finance in Australia and Europe.
He has worked with a number of major Australian listed companies and has been
extensively involved in the stockbroking and investment banking sectors. Mr Corr has an
honours degree in Law and degrees in Commerce and Arts from the University of
Western Australia.
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PROJECTS

Mbalam Project, Cameroon

The Mbalam Iron Ore Project is located about 300 km southeast of the capital city of
Yaounde in the south-east of Cameroon, very close to the border of the Congo.

The deposits are typical supergene haematite enrichments from an Archean banded iron
formation which has been recrystallised to ferruginous quartzite or itabirite. In this way,
they occur in a similar geological setting to large iron ore deposits mined in the past in
Liberia and those currently being evaluated in Guinea and in the neighbouring country of
Gabon. The area was identified by the United Nations Development Fund and the
Canadian International Development Agency in the 1980’s. BRGM (Bureau Recherche
Geologique et Minieres), a French agency, also worked on the project at that time and, in
cooperation with Paterson Grant Watson Ltd consulting geophysiscists, estimated the
permit area to contain over 800 million tonnes of iron mineralisation, including 218mt
>60% Fe.

Previous Work

The main deposit is the Mbarga iron ore deposit which was identified by the UNDF in
1982 from a strong magnetic anomaly. The work undertaken by the UNDF and the
Canadian International Development Agency indicated partially laterite and scree
covered haematite mineralisation extending over 2,000m along strike at widths of up to
600m.

The UNDF work was based upon known outcrops of haematite mineralisation and did not
include scree and laterite covered extensions which suggest a large mineralisation
potential. The mapping also reveals another possible fold repetition of mineralisation one
kilometre to the east of the Mbarga deposit.

A second deposit, known as Metzimevin was explored by the UNDF with a total of six
diamond holes. Significant intersections of 63.9m @ 65.7% iron and 36.9m@ 64.6% iron
were recorded in 2 of these drill holes.

Current Exploration:

There are 4 prospect areas within the exploration permit area; Mbarga, Metzimevin,
Meridional & Njweng. A detailed aeromagnetic survey was flown in July 2006 by New
Resolution Geophysics. The aim of the survey was to improve the definition of the known
prospects defined from the UNDF exploration work and to assist in targeting the 2007
drilling program both at surface and at depth
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Fig 2 Mbalam Geology and Prospect Locations Source: SDL
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The aeromagnetic survey showed that 36.5km of prospective
iron formation existed within the project area, with less than 10%
having been evaluated in the previous exploration of the permit
area.

A total of 26 targets were delineated from the program. The
aeromagnetic survey also indicated that the iron mineralisation
structure continues outside the Mbalam project area to the south
east. SDL has applied to extend its landholdings to the south of
the permit area to take advantage of the continuation of any
prospective mineralisation.

Mbarga Prospect:

Mineralisation at Mbarga comprises hematite mineralisation with
outcrop over approximately 2000m strike length and at widths of
up to600m. According to SDL, field reconnaissance has located
some of the previous UNDF exploration costeans.

Fig 3 Mbalam haematite outcrop Source: SDL . . ) )
Historic UNDF Non-JORC compliant resources were estimated

at 184mt @ +60% Fe (source: SDL) with massive haematite
outcrop.

Our previous experience suggests that BRGM has a good
reputation and estimates reported are likely to be accurate. SDL
plans to test the Mbarga Prospect with 12,000m of RC/DDH
drilling in order to confirm, and extend, the current UNDF
resource estimates.

Metzivemin Prospect:

Only 6 holes were completed by the UNDF over the Metzimevin
prospect. The reported outcrop was 600m long, however,
airborne magnetic surveys show that the prospect area is
considerably larger and may in fact be up to several kilometers
long.

The historical drilling did show that the interpreted hematite
persisted to a depth of around 200m below surface, however, the
grade at this depth is not reported. Significant intercepts reported
in the UNDF drilling were limited, but high grade, indicating the
potential for high grade mineralisation. Intersections have been
reported in the following holes:

=
ource:SD
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Hole S1 - 64.9m @ 65.7% iron (from 16.5m below surface)
Hole S2 — 36.9m @ 64.6% iron (from 23.5m below surface)

7 1km Contaminants play a major role in marketing and pricing of iron
/ ore. Drilling of the Metzivemin prospect gave averaged analyses
et i i i i i of 0.056% Phosphorous and 0.67% Alumina. These are

considered to be low and quite acceptable to major steel mills.

Fig 5 Mbarga 2007 Drill Program  Source: SDL ) ) ) ) )
Historic UNDF non-JORC compliant resources for Metzimevin

were estimated to be 34.6mt @ +60% Fe
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