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Oman breakthrough

Heavy Media Separation (HMS) test work on the
Washihi resource has been completed and has been
successful in providing a breakthrough for the
project. HMS is shown to increase the copper grade
from 0.9-1.0% to 1.8-2.0%. An options analysis study
is expected to be completed this month and an
updated scoping study incorporating the HMS circuit
is due in March. The HMS circuit has the potential to
significantly enhance the value of the Oman assets.
We maintain our BUY on AUQ with NPV of
A$0.55/share, comprising just $0.02/share for Oman.

HMS breakthrough at Washihi (70-75%)

e ALS and Meagabest successfully complete HMS work.
e Ore from Washihi North, Central and South tested.
e Test work results comprise:
0 Mass balance — 45-50% to final process plant feed
0 Cu Grade —1.5t0 2.0 times grade enhancement
0 Metal losses — 8-10% overall metal loss

e In summary - copper grade rises to ~2.0% after
rejecting half the mass with metal loss of 10%.

e HMS circuit of 1-2Mtpa estimated at AS5M-8M capex.
e Resources comprise 11Mt @ 0.9% Cu (0.5% cut-off).

The way forward

e Further testing to confirm optimal crush size.
e Options analysis study to include HMS circuit.
e Scoping study to include HMS circuit.

Options for development

AUQ is evaluating the following options:

¢ 1Mtpa conventional floatation.

¢ HMS followed by 1Mtpa conventional floatation.

¢ HMS followed by 0.5Mtpa conventional floatation.
o Off-site toll treatment (Sohar smelter ~250km NW).
e On-site conventional heap leach.

e On-site contained/vat leach.

Comment

e HMS has potential to significantly improve economics.
e  Options exist for low cost development or sale.

e Several parties remain interested in the Oman assets.
e AUQ's main focus remains Khnaiguiyah in Saudi.

e Discussions continue with the JV partner Manajem.

¢ We remain confident on resolution of JV issues soon.

e Options to MD & Prince Al Saud (3.3M & 10M
respectively) subject to resolution of JV by the end of
March.

AUQ A$0.07/share
BUY

Company Data

Shares — ordinary 242.0M
Options ($0.10-0.70/share — out of the money) 36.8M
Market Cap $17.7M
12 month low/high $0.04 /$0.21
Average monthly turnover $1.0M
Average monthly volume 9.7M
Financial Summary

Year end June 2013A 2014F 2015F 2016F 2017F
Revenue ($M) 00 00 00 195 1307
Costs ($M) 6.9 4.8 51 152 707
EBITDA ($M) 6.9 (48 (5.1) 43 599
NPAT ($M) 6.7 (47 (84) (53) 325
EPS (¢ps) (29 (19 (35 (22) 134
EPS Growth (%) na na na na >100
PER (x) na na na na 0.5
Cashflow (Gross-$M) (3.6) 4.7 (8.4) (3.6) 51.5
CFPS (¢ps) (15 (190 (35 (15 213
PCFPS (x) na na na na 0.3
Enterprise Value ($M) 6 15 126 193 144
EV/EBITDA (x) na na na 445 2.4
Substantial Shareholders (FPO) Shares (M) (%)
Antares 23.3 9.6%
Acorn 23.0 9.5%
Northcape 21.8 9.0%

AUQ (A$/share) — performance over one year
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Disclosure and Disclaimer

This report must be read with the disclosure and disclaimer on the final page of this
document.

Andrew Richards
+61 2 9239 9605




PETRA @)
CAPITAL
18 February 2014

HMS is one of the
simplest and well
known gravity
separation methods.

Heavy Media Separation Process

Heavy (or dense) media separation (HMS), often referred to as the sink-float process, is one of the
simplest gravity separation methods used in mineral processing (Fig. 1). The HMS process uses a
heavy medium (fluid) with a density set between the dense and light particles in the feed ore. When
the feed ore is passed through the heavy medium, the heavier, more mineralised particles will tend
to sink thus resulting in the lighter non-economic material to float out of the circuit.

The HMS pre-concentration process is common in base metals flotation processing plants and is
applicable where there is a significant density contrast between the metal sulphides presented as
stringer/stockwork, and the waste rock. The process is suited to the Washihi deposit where there is
a sharp distinction between the dense chalcopyrite sulphide mineralisation and the less dense
waste rock.

Key points on HMS:

e HMS dense medium is a mixture of very find high grade ferrosilicon and water

e |t is a pre-concentration process that upgrades the ore metal to be processed by removing a
large proportion of the waste rock prior to flotation

e The metal sulphides are significantly softer in comparison to the siliceous waste rock

e There is significant power saving in grinding and upgrading the ore going forward to the
flotation plant

e Overall it is a low capital and operating cost process expected to deliver significant benefits.

Figure 1: Simplified process flow diagram of HMS
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Source: Alara Resources
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Test work was
carried out by ALS
Ammtec Labs and

Economic Parameters

An HMS circuit of 1-2Mtpa throughput (thus a 0.5-1.0Mtpa discharge to the flotation circuit) has an
estimated capital cost range of A$5-8M and can be operated at an estimated cost of between
A$1.00-1.50/tonne of feed to the HMS plant.

Washihi HMS Test Work Results

Washihi North Composite:
®  Sinks Ore = 52.6%Wt @ 2.0% Cu at 86% recovery, 0.45g/t Au at 71.3% recovery

e Float Tails = 47.4% Wt @ 0.35% Cu at 14% recovery, 0.11g/t Au at 16% recovery

Megabest Metall - .
egabest Metallurgy Washihi Central Composite:

Consulting.

Representative
samples from three
mineralised zones
(Washihi North,
Central and South)
were composited
and used for HMS
test work.

® Sinks Ore = 47.3%Wt @ 2.26 Cu at 94.3% recovery, 0.57g/t Au at 87% recovery
e HLS Tails =52.7% Wt @ 0.12% Cu at 5.7% recovery, 0.07g/t Au at 12.2% recovery

Washihi South Composite:
®  Sinks Ore = 46.3%Wt @ 1.62% Cu at 90.7% recovery, 0.51g/t Au at 84.8% recovery

e HLS Tails =53.7% Wt @ 0.14% Cu at 9.3% recovery, 0.07g/t Au at 12.9% recovery

Figure 1: Washihi Drill Holes Selected for HMS Testwork
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Year End 30 June
PROFIT & LOSS
Sales Revenue
Other Income
Operating Costs
Exploration
Other

EBITDA

Dep. & Amort.
EBIT

Net Interest
Pre-Tax Profit
Tax

Minarities

Net Profit
Abnormal
Reported Profit
Dividends
Adjustments
Retained Earnings
CASH FLOW
Revenue

Costs

Net Interest

Tax Paid

Gross Cash Flow
MNet Capex
Exploration
Dividends

Other

Free Cashflow
Equity Issues
Met Bormowings
Net Investments

M

2013A 2014F
0.0 0.0
0.0 0.0
39 48
31 0.0
0.0 0.0
(6.9) (4.8)
0.0 0.0
(6.9) (4.8)
0.2) (0.0)
(67 (47
0.0 0.0
00 00
€7) @47
0.2) 0.0
(69) (47
0.0 00
0.0 0.0
(29.3)  (34.0)
0.0 0.0
(39)  (48)
0.3 0.0
0.0 0.0
(3.6)  (47)
(103 (1.7
0.0 0.0
0.0 0.0
0.0 44
(139 (20
75 0.0
0.0 30
0.0 0.0

2015F  2016F  2017F
0.0 195 1307
0.0 0.0 0.0
5.1 15.2 70.7
0.0 0.0 0.0
0.0 0.0 0.0
(5.1) 43 53.9
0.0 1.7 15.3
(5.1) 26 448
33 7.9 85
(8.4) (5.3) 362
00 0.0 36
00 0.0 00
(8.4) (5.3) 325
0.0 0.0 0.0
(8.4) (5.3) 325
00 0.0 0.0
0.0 0.0 0.0

(42.4) (47.8) (15.2)

0.0 195 1307
(51) (152) (70.7)
(3.3) (79  (85)

0.0 00 0.0
(8.4) (3.6) 515

(102.9) (63.1) 2.1)

0.0 0.0 00
0.0 0.0 0.0
0.0 0.0 0.0

(111.3) (66.7) 49.3

0.0 0.0 0.0

115.0 700  (45.0)

0.0 0.0 0.0

Surplus Cash Flow M (6.4) 1.0 3.7 3.3 4.3
BALANCE SHEET

92 125 16.8
0.0 0.4 25
9.2 129 19.3

1341 195.4 1822

0.0 0.0 0.0
0.0 0.0 0.0
13 13 13

120 3 190.6 151.4

243 19.0 51.5
24.3 19.0 51.5

(3.5) (2.2) 13.4

na na 05
na =100 =100
(2.1) 1.8 24.8
(3.4) 4.1 0.3
(24.8) 445 24
(3.5) (1.5) 213
na na 0.3
0.0 0.0 0.0
0.0 0.0 0.0
100 100 100
0% 0% 0%

4478 925.7 245.0

(34.7) {23 2) 63.2

0.07 0.07 0.07

Cash M 4.5 55

Other Current M 13 0.0

Total Current M 5.8 5.5

Fixed Assets M 295 3.2

Exploration M 0.0 0.0

Intangibles M 0.0 0.0

Other M 57 1.3

Total NC Assets ™ 35.3 325

TOTAL ASSETS M 41.0 38.0

Total Debt ™ 0.0 3.0

Current Liab M 18 1.8

MNon Current Liab M 18 05

TOTAL LIAB M 36 53

NET ASSETS M 37.5 327

SH/HLDRS FUNDS M 37.5 32.7

RATIO ANALYSIS

EPS ¢ (2.9) (1.9)
PER x na na
EPS Growth % na na
EBITDA per share ¢ (3.0) (2.0)
EBITDA Multiple x (1.5) (3.7
EV/EBITDA x (0.9) (3.2)
CFPS ¢ (1.5) (1.9)
PCFR x na na
DPS ¢ 0.0 0.0

Yield % 0.0 0.0

Franking % o 0
Payout Ratio %o 0% 0%
Gearing D/E % na na
Interest Cover x 30.7 1208

EBITDA Margin %o na na
EBIT Margin % na na
Return On Assets %o (16.9) (12.5)
Return On Equity % (17.9) (14.4)
Eff Tax rate % 1] 0
Share Price Sish, 0.05 0.07
Number of shares M 23 242
Market Capitalisation M 10 18
EV M 6 15

242 242 242
18 18 18
126 193 144

Share Price ($) 0.07 PETRA

Iss. Shares (M) 2420 CAPITAL

Iss. Options (unlisted) (M) 36.8 Ex @ $0.10-$0.70 - out of the money

Equity (M) 2420

Mkt Cap. ($M) 17.7

Reserves

Tonnes Mt 29.99 29.99 29,99 29.59 27.42
Copper % 0.24 0.24 0.24 0.24 0.23
Zinc % 3.30 3.30 3.30 3.29 317
Resources

Tonnes Mt 35.00 35.00 35.00 34.60 3243
Copper % 0.25 0.25 028 025 0.24
Zinc % 3.10 3.10 3.1C 3.09 298
Khnaiguiyah

Tonnes Mt 0.00 0.00 0.00 0.40 217
Copper o 0.00 0.00 0.00 0.35 0.40
Zinc % 0.00 0.00 0.00 4.00 4.80
Metal in concentrate (pre-charges)

Cu in concentrate T 0 O ¢ 1,246 7812
Zn in concentrate € 14560 95827
Project

Khnaiguiyah ASM 0.0 0.0 0.0 195 1307
Other ASM 0.0 0.0 0.0 0.0 0.0
Total ASM 0.0 0.0 0.0 19.5 130.7
Commodity

Copper ASM 0.0 0.0 0.c 4.5 273
Zinc ASM 0.0 0.0 0.c 15.0 103.4
Other ASM 0.0 0.0 0 C 0.0 0.0
Total ASM 19.5 130.7
Khnaiguiyah ASM 34 31 132 68.7
Corporate and Other ASM 04 2.0 20 20 20
Total ASM 34 4.8 51 15.2 70.7
Cash Costs (pre credits) Ussnb 0.00 0.00 0.0C 0.81 0.63
Cash Cosls (after credits) USsib 0.00 0 DO 0 DC 0.53 0.38
Cash Costs (all-in) US$ib 0.00 0.79 0.42
Khnaiguiyah ASM 102.¢ 63.1

Other ASM 1.8 0.0 0.C 0.0 0. 0
Total ASM 10.3 102.§ 63.1
Khnaiguiyah ASM 0.0 1.7 153
Other ASM O U 0 0 0 c 0 0 0.0
Total ASM 15.3

HEDGING

Copper hedged Q 1] C 0

Currency nedged MIU% Q 0 C 0 E'
Hedged price uUssib 1} 0 C 0 0
Hedged price AS/b a 0 C 0 1]
Sales hedged % 0% 0% 0% 0% 0%
Ave price deliv.-Cu Ussnb 3.47 3 3.1c 288 275
Ave. price deliv.-Cu ASib 3.39 3.54 3.54 342 333
Zinc hedged t 0 0 C 0 0
Currency hedged ASIUSS 0 0 C 0 ]
Hedged price ussib Q 0 C 0 0
Hedged price AS/b a 0 0 0 0
Sales hedged %o 0% 0% 0% 0% 0%
Ave price deliv.-Zn ussib 0.87 0.88 0.92 0.93 0.95
Ave price deliv.-Zn AS/b 0.85 0.97 1.06 1.10 1.15

ASSUMPTIONS

Exchange Rate ASUSS 1.02 0.91 0.8 0.84 0.83
Zing Ussib 0.87 0.88 0.92 093 0.95
Lead Ussib 0.97 0.95 0.94 0.92 0.90
Copper ussib 347 | 310 2.88 275
Gold USSioz 1595 1275 1250 1250 1238
Silver Ussioz 2882 20.55 2000 20.00 19.00
90 day Bank Bills % 3.18 2.61 2,55 263 2.88
10 Yr Bond rate % 3.29 4.01 3.75 338 338
Int. Rate Charged % 4.29 5.01 475 4.38 4.38
Khnaiguiyah - Saudi 1338 $0.55
Washihi - Oman 50  s0.02
Exploration 50 $0.02
Corporate and Other (17.1) % (0.07)
Net Cash (Debt) 55 $0.02
Total 132.2 $0.55

Source: Petra Capital
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This document has been prepared in Australia by Petra Capital Pty Ltd who holds an Australian Financial Services License AFSL 317 944 and whose ABN
is 95 110 952 782.

Disclosure

Petra Capital Pty Ltd and its associates, officers, directors, employees and agents, from time to time, may hold securities in companies researched by Petra
Capital Pty Ltd and may trade in these securities either as principal or agent. On 24™ October 2012, Petra Capital was lead broker to the issue of
31,500,000 shares at $0.25/share to raise $7.88M, for which Petra Capital received a fee. As at the date of this report, Andrew Richards held 2,400,000
shares in Alara Resources.

Disclaimer

This report is published by Petra Capital Pty Ltd by way of general information or advice only. The information or advice contained in this report has been
obtained from sources that were accurate at the time of issue, however the information or advice has not been independently verified and as such, Petra
Capital Pty Ltd cannot warrant its accuracy or reliability. This report does not take into account specific investment needs or other considerations that may
be pertinent to individual investors. Before making any investment decisions based on this report, parties should consider, with or without an investor
adviser, whether any relevant part of this report is appropriate to their financial circumstances and investment objectives. Petra Capital Pty Ltd is a licensed
institutional/wholesale stockbroking firm. The report is only intended for institutional and sophisticated clients to whom Petra Capital Pty Ltd has issued the
report. Petra Capital Pty Ltd is not licensed to advise retail investors — retail investors should contact their own stockbroker or financial adviser/planner for
advice. Petra Capital Pty Ltd accepts no liability or responsibility for any direct or indirect loss or damage caused by any error or omission within this report,
or by persons relying on the contents of this report.

US Investors

This material is intended for use by major U.S. institutional investors (as such term is defined in the U.S. Securities Exchange Act of 1934) and “$100
million investors” only and not the general investing public or retail customers. “$100 million investors” means any entity, including any investment adviser
(whether or not registered under the U.S. Investment Company Act of 1940) that owns or controls (or in the case on an investment adviser has under
management) in excess of US$100 million in aggregate financial assets (i.e. cash, money-market instruments, securities of unaffiliated issues, futures and
options on futures and other derivative instruments). Transactions by or on behalf of any US person in any security mentioned in this document may only
be effected through Monarch Capital Group LLC, a U.S. broker dealer. The information upon which this material is based was obtained from sources
believed to be reliable, but has not been independently verified. Therefore, its accuracy is not guaranteed. Additional and supporting information is
available upon request. This is not an offer or solicitation of an offer to buy or sell any security or to make any investment. Any opinion or estimate
constitutes the preparer’s best judgement as of the date of preparation and is subject to change without notice. Petra Capital Pty Limited or Monarch and
their associates or affiliates, and their respective officers, directors and employees may buy or sell securities mentioned herein as agent or principal for their
own account.

Other International Investors
International investors are encouraged to contact their local regulatory authorities to determine whether restrictions apply in buying/selling this investment.



