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Blackthorn Resources Limited BTr (s0.46)

Undervalued Base Metals Play with Upside Analyst: Simon Tonkin
OUR VIEW

Blackthorn Resources (BTR) has a minority interest (39.9%) in a high grade zinc mine in Burkina Faso, a 100% owned Iron Ore
Copper Gold (IOCG) project in Zambia and 100% owned Gold/Base Metals exploration tenure in Burkina Faso. The high grade
Perkoa zinc project is currently under construction by operator Glencore International AG (50.1%) and is scheduled to move into
the production phase beginning with commissioning in the second half of 2012. The mine has reserves of 6.3Mt at 13.9% Zn
and expects to produce on average 90,000tpa of zinc. There is potential to add silver and lead to zinc production at Perkoa, and
increase capacity is currently under investigation. In addition, BTR owns 100% the Mumbwa IOCG exploration project in Zambia
where a JORC resource of 87Mt at 0.94% Cu for 817.8kt Cu (1.8BIb) has been defined. Recently the company has released some
outstanding drill results which returned 282m at 1.05% Cu Eq. between 178.3m and 461m including 60m at 2.58% Cu between
324m and 384m. Finally, BTR has 100% owned tenements in Burkina Faso where it is targeting VMS base metals targets close
to Perkoa and gold within its northern tenements. We rate Blackthorn a Speculative Buy and calculate a preliminary valuation of
$0.74-$1.04/sh based on precedent transactions and copper pounds in the ground.

Investment Highlights Management & Shareholders

® Solid High Grade Zinc Project. Construction has
commenced at the Perkoa zinc mine with decline development
over 400m from the portal and 75% of the surface

infrastructure complete. The mine is a solid high grade zinc Directors Position
project which has reserves of 6.3Mt at 13.9% Zn and expects Bill Cash ~ Chairman
to produce on average 90,000tpa of zinc; C1 cash costs were Scott Lowe Managing Director
estimated at ~$0.68/Ib prior to Glencore taking control. Nicki Bowman Non-Executive Director
With zinc supply/demand expected to move into deficit in Mike Oppenheimer NEIHBEEUNTE DRI
2014 BTR is well positioned to take advantage of higher zinc Peter Kalkandis Mo B eaive DLsesn
prices. In addition, there have been a number of high grade

silver hits with associated lead from a 14-hole drill program ;

which had Glencore submit a revised investment proposal to gll’:rl:;%?g Iders Holding (1(;{02)
increase mill throughput by 40% to 1Mtpa and modify the North Sound 8.1
process plant to separate Ag/Pb and Zinc concentrates. BTR JP Morgan 7.1
is currently reviewing the proposal and is expected to make F Brewer 6.8
a decision in mid-November. In 2010, Glencore acquired S Jones 5.0
its 50.1% stake in the Perkoa zinc project though providing Top 20 40.0

US$50m in project equity. This values BTR’s 39.9% at
US$39.8m (A$38.7m). Glencore is also providing US$30m in
project financing for the zinc project. A term sheet has also
been agreed for Glencore to fund BTR share of incremental

capital for the Ag/Pb expansion. . .
Company Statistics & Performance

® Outstanding Copper Project in Zambia. Former BHP/BTR

JV project now 100% BTR. The project has a JORC compliant Shares on issue (M) 122.9 3mth ADT ($m) 0.022
inferred resource at Kitumba of 87Mt at 0.95% Cu for 817.8kt ITM Options (M) 4.9 EV ($m) 44.6
Cu. In October, BTR released first results from its Phase V Market Cap. ($m) 58.8 Debt est ($m) 0.0
drill program with hole S36-023 returning 282.7m at 1.05% 52 week range  $0.38 - $0.73 Cash est ($m) 14.2

Cu from 178.3m including 60m at 2.58% Cu between 324
and 384m. Gold assays from the hole are expected to be
available in early November. The project appears to have

some good potential for an open pit scenario and higher 0.80 r1200
grade underground potential. Further drilling and resource
delineation is underway to progress the project. 0.701 L1000

® Solid Management Team to Drive Development. BTR __ 0.60+
has a solid management team to drive development and = | 800 B
discovery. It is headed up by Scott Lowe as Managing ~  0.50- 2
Director who is a mining engineer and has held senior ki =
management roles at BHP and Peabody. Adama Barry a & 0.40- L600 “E’
geologist is the country manager for Burkina Faso and has ¥ 3
been involved in the Perkoa zinc mine for 10 years. Derek 2 9304 S
Pang is the Senior Geologist with 15 years experience. @ 400

® |ooks Undervalued on Preliminary Valuation $0.74- Bledt
$1.04/sh. We have based our preliminary valuation on -200
1) the price that Glencore paid for its 50.1% 2) A value ety
of $0.02-0.04/Ib Cu the Zambia resource. We will look to fd .

provide a full model once we have visited site in 2012.
. . . . . 12 Months
® Catalysts. Ongoing Drill Results Zambia/Burkina, mid-

2012 First Production from Perkoa.
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Figure 1: BTR Model

BTR EV Calculation
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Valuation (Base Case) EV$m Comment
Perkoa Zinc Project
Mumbwa Copper Project
BF Gold Project

39.8 Glencore paid $50m for 50.1%
36 $0.02/Ib of 1.8BIb Cu resource
2

77.8 $0.74/sh

Valuation (Upside Case)

Perkoa Zinc Project 39.8 Glencore paid $50m for 50.1%
Mumbwa Copper Project 72 $0.04/Ib of 1.8Blb Cu resource
BF Gold Project 5

116.8 $1.04/sh

Figure 3: Logistics and Transport

Figure 2: Project Portfolio
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Figure 4: Mumbwa - Zambia Project Location Plan
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transmitted or distributed in any way without prior written permission from Patersons. Modification of the materials or use of the materials for any other
purpose is a violation of the copyrights and other proprietary rights of Patersons.

Disclaimer: Patersons believes that the information or advice (including any financial product advice) contained in this report has been obtained from
sources that are accurate at the time of issue, but it has not independently checked or verified that information and as such does not warrant its accuracy
or reliability. Except to the extent that liability cannot be excluded, Patersons accepts no liability or responsibility for any direct or indirect loss or damage
caused by any error in or omission from this report. You should make and rely on your own independent inquiries. If not specifically disclosed otherwise,
investors should assume that Patersons is seeking or will seek corporate finance business from the companies disclosed in this report.

Warning: This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is
appropriate to your particular investment objectives, financial situation or particular needs. Prior to making any investment decision, you should assess, or
seek advice from your adviser, on whether any relevant part of this report is appropriate to your individual financial circumstances and investment objectives.

Disclosure: Patersons, its director and/or employees may earn brokerage, fees, commissions and other benefits as a result of a transaction arising from any
advice mentioned in this report. Patersons as principal, its directors and/or employees and their associates may hold securities in the companies the subject
of this report, as at the date of publication. These interests did not influence Patersons in giving the advice contained in this report. Details of any interests
may be obtained from your adviser. Patersons as principal, its directors and/or employees and their associates may trade in these securities in a manner
which may be contrary to recommendations given by an authorised representative of Patersons to clients. They may sell shares the subject of a general
‘Buy’ recommendation, or buy shares the subject of a general ‘Sell’ recommendation.

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend yield) within
the next 12 months. The investment ratings are Buy (expected total return of 10% or more), Hold (-10% to +10% total return) and Sell (> 10% negative
total return). In addition we have a Speculative Buy rating covering higher risk stocks that may not be of investment grade due to low market capitalisation,
high debt levels, or significant risks in the business model. Investment ratings are determined at the time of initiation of coverage, or a change in target price.
At other times the expected total return may fall outside of these ranges because of price movements and/or volatility. Such interim deviations from specified
ranges will be permitted but will become subject to review by Research Management. This Document is not to be passed on to any third party without our
prior written consent.





