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Pivotal player

Beauty and the Beast:

Sundance Resources (SDL) has defined a high grade (~62%Fe), >400Mt DSO resource
base at its Mbarga (Cameroon) and Nabeba (Republic of Congo) deposits (Mbalam Iron
Ore Project). SDL is seeking to establish itself as a 35Mtpa producer from 2015.

Impact: Positive

There are a number of significant near-term catalysts on the horizon to drive a re-rating:

e March Q - Resource upgrades, maiden reserve completion of the Definitive Feasibility
Study (DFS)

e June Q - Finalise development and commercial agreements (Conventions) with
respective governments, select Strategic Partner

e December H 2011 - Project financing and Final Investment Decision (FID)

Positive

View:

The logistical challenges associated with greenfields developments should not be
underestimated, especially in frontier countries.

However, the prize on offer is significant. SDL shapes as a pivotal player in unlocking the
iron ore potential of Central-West Africa. Mbalam could ultimately become part of a
~100Mtpa regional development encompassing Core Mining’s Avima (RoC) project, CNME
(Belinga), African Aura’s at Nkout deposit and Equatorial Resources’ (EQX) Badondo
project (see Figure 1).

Securing Strategic Partner/Project Financing arrangements will be a significant milestone.
Severstal (Russian) already has equity interests in two companies proximal to SDL (Core

Msr-10 Jun-10 Sep-10  Dec-10 Mining and African Aura), POSCO (Korean) has had dealings with the Cameroon
Government, while two Chinese parties have secured MOUs covering port and rail
infrastructure. SDL has flagged it will look to execute a deal similar in nature to the
Gindalbie Metals (GBG) - Ansteel Karara ]V, whereby a steel mill(s) underwrites the
development in exchange for off-take and equity at the project and corporate level.
Given the level of interest, SDL may seek multiple partners to maintain corporate appeal
whilst still underpinning development of Mbalam.

We present our key modelled project assumptions in Table 2. At this stage, we only
model the high grade hematite production and have inflated capital and operating costs
by 25% above the 2008 PFS.
Recommendation: Spec Buy
Argonaut rates SDL a Speculative Buy. Valuation - $0.73.
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Central-West Africa has Figure 1: Regoinal development potential
significant iron ore potential

EQUATORIAL

Rl AERiEnATE

BADONDO PROJECT

Source: SDL and EQX

Comparing the capital intensity  Table 1: Capital intensity of selected iron ore developments (mine, rail, port)
of selected prosposed iron ore
developments

Citic Pacific Sino 1 n capé Pre .cn.n-, WA -Proz-iuction -

Zanaga Zanaga RoC, Cameroon PFS
Murchison Oakaj L, WA DFS
Aquila Anketell Cape Lambert, WA 5,774 DFS
African Aura Putu Liberia 2,500 PFS
|Sundance Mbalam RoC, Cameroon 4,200 DFS~
Fortescue Solomon Port Hedland, WA 8,400 Approved

* Total capex inc mine, port, rail
~estimate

Source: Argonaut, Company Reports

Key project assumptions Table 2: Mbalam Iron Ore Project

Key Project Assumptions

b on Ore

Mining Inventory Mtpa 350
Production Mtpa 35
Grade % Fe 62
Capex” $m 4,200
Mine Life $m 10
Cash Costs” $/t 25
Start yr 2015
LT Fe price $/t 81
Discount Rate % 15

Fiscal Assumptions®a : :
Royalties % 3
Tax % 30

~ Argonaut est - 25% increase on 2008 PFS numbers

A~ To be determined

The Cameron and Congo Government each have to right to a 10% interest.
SDL's respective interest in each project reduces to 81% and 76.5% respectively

Source: Argonaut, SDL
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This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330
650) ("ASPL") for the use of the clients of ASPL and its related bodies corporate (the
“Argonaut Group”) 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 report in any way. ASPL is a holder of an Australian Financial Services
Licence No. 274099 and is a Market Participant of the Australian Stock Exchange Limited.

Nothing in this report should be construed as personal financial product advice for the
purposes of Section 766B of the Corporations Act. This report does not consider any of
your objectives, financial situation or needs. The report may contain general financial
product advice and you should therefore 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.

This research is based on information obtained from sources believed to be reliable and
ASPL has made every effort to ensure the information in this report is accurate, but we do
not make any representation or warranty that it is accurate, reliable, complete or up to
date. The Argonaut Group accepts no obligation to correct or update the information or
the opinions in it. Opinions expressed are subject to change without notice and accurately
reflect the analyst(s)’ personal views at the time of writing. No member of the Argonaut
Group or its respective employees, agents or consultants 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.

Nothing in this research shall be construed as a solicitation to buy or sell any financial
product, or to engage in or refrain from engaging in any transaction. The Argonaut Group
and/or its associates, including ASPL, officers or employees may have interests in the
financial products or a relationship with the issuer of the financial products referred to in
this report by acting in various roles including as investment banker, underwriter or
dealer, holder of principal positions, broker, director or adviser. 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. The Argonaut Group
and/or its associates, including ASPL, may receive fees, brokerage or commissions for
acting in those capacities and the reader should assume that this is the case.

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.

The analyst(s) principally responsible for the preparation of this research may receive
compensation based on ASPL’s overall revenues.

© 2011. All rights reserved. No part of this document may be reproduced or distributed
in any manner without the written permission of Argonaut Securities Pty Limited.
Argonaut Securities Pty Limited specifically prohibits the re-distribution of this document,
via the internet or otherwise, and accepts no liability whatsoever for the actions of third
parties in this respect.
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