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Talisman Mining Limited (TLM)

The Full Monty

Since the success of the Monty high grade copper
discovery in June 2015, the Springfield Joint Venture
(Sandfire 70% / Talisman 30%) has now outlined an
economic VMS deposit in our view. Monty is an
attractive asset for it's: 1. high copper grades, 2.
proximity to the DeGrussa concentrator and 3. it’'s
ability to enhance Sandfire’s production profile. While
still early days, we see enough potential to model a
conceptual underground mine, with ore toll treated
through DeGrussa. This scenario implies TLM could be
producing ~10ktpa of copper at ~US$1.10/lb within two
years (assuming financing and permits). In addition, on-
going regional exploration at Springfield and a nickel
sleeper project (Sinclair) add further upside. We initiate
coverage of TLM a higher risk / reward opportunity with
a BUY rating and A$0.65/share target price.

Pending copper resource at Monty

® A 40x40m resource definition campaign is underway
at Monty with a maiden resource due in Q1 2016.

e \We assume an ultimate mining inventory could be
defined of circa 1.2Mt @ 10% copper, and 1.4g/t gold.

e This would make Monty the highest grade / value per
ton undeveloped deposit in Australia.
Potential accelerated pathway to production

e Significantly, Monty is both higher grade than the
DeGrussa reserve, and only 10 km from the mill.

e |n our view the JV is therefore incentivised to fast track
the deposit into production (potentially by late 2017).

e \We assume a scenario where 400ktpa of Monty ore is
toll processed through DeGrussa.

e Monty studies and development estimated at A$70M
(TLM share A$21M).

e We assume Monty could produce +30ktpa of copper
and +8kozpa of gold at an AISC of ~US$1.10/Ib.
Regional upside to exploration

e |n 2016 the JV will step up regional exploration to test
exhalative horizons at both Monty Corridor & Homer.

e Activity at Sinclair has slowed in line with nickel prices
but this remains a prospective sleeper project.
Diluted valuation of A$0.59/share with upside

e TLM is valued at A$0.59/share, assuming a A$10M
equity raising and A$20M of debt financing for Monty.

e NPV assumes A$10M for regional copper exploration
and A$8M value for the Sinclair nickel project.

e On this basis TLM is trading at 0.8x P/NPV with further
upside from prospective drilling in 2016.

BUY Share Price: A%$0.45

Target Price: A$0.65
Company Data
Shares — ordinary 148.6M
Options — various exercise prices 6.4M
Total (fully diluted) 155.0M
Market capitalisation $67M
12 month low/high $0.13/%0.79
Average monthly volume/turnover 2.7M/$1.1M

GICS Industry Metals & Mining

Financial Summary

Year end June 2015A 2016F 2017F 2018F 2019F
Revenue ($M) 0 0 0 76 107
Costs ($M) -10 -2 -3 -30 -39
EBITDA ($M) -10 -2 -3 46 68
NPAT ($M) -7 -1 -2 25 38
EPS (¢ps) -5 -1 -1 14 22
PER (x) N.M N.M N.M 3.2 2.0
Op. Cashflow ($M) -1 0 -2 43 52
CFPS (¢ps) -1 0 -1 25 30
PCFPS (x) N.M N.M -47 2 2
Enterprise Value ($M) 68 52 77 67 67
EV / EBITDA (x) N.M N.M N.M 1.0 0.1
Dividends (¢ps) 0 0 0 0 0
Yield (%) 0.0 0.0 0.0 0.0 0.0
Directors Position Executive
Alan Senior Chairman Non-Executive
Gary Lethridge Managing Director Executive
Brian Dawes Director Non-Executive
Karen Gadsby Director Non-Executive
Substantial Shareholders Shares (M) (%)
Kerry Harmanis 18.6 12.5%
TLM - performance over one year
$0.80
$0.60 -
$0.40
$0.20 -
$0.00 : : ; ‘ ;

Dec-14 Feb-15 Apr-15 Jun-15 Aug-15 Oct-15
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Exciting Australian
copper discovery
building momentum
with ex-Jubilee
management

Backing of 70% JV
partner SFR (Mcap
$0.8B), where Monty
could enhance their
core asset

We see potential for
a mining inventory of
~1.2Mt at 10%
copper

Higher risk / reward
opportunity, rated
BUY with $0.65
target

High value asset
with potential low
capex

Figure 1: Talisman key projects

Executive Summary

Momentum to build in 2016 at Monty

On the back of the Monty high grade copper discovery in June 2015, TLM was the best performing
copper stock on the ASX in 2015. Over 2016 we expect the project to build critical mass with the
definition of a maiden resource in the next few months leading into studies that should highlight a
robust project that could be fast tracked into production. Further, with drilling of exploration targets
along trend of Monty and at Homer, there is potential for additional discoveries to be made. TLM
management is ex-Jubilee Mines and has the backing of major shareholder Kerry Harmanis.

Through-the-cycle project: high grade / low capex

The rapid expenditure of A$15M by Sandfire to earn its 70% interest in the Springfield JV late in 2015
highlights the value of Monty to DeGrussa in our view. Monty is both close to the concentrator and is
expected to be a higher grade source of ore (~10% vs ~5% copper) enhancing production/mine life if
developed. Therefore to us it make sense for a tolling agreement to be struck with TLM allowing a fast
track to production assuming studies/permits are supportive as we expect. Further, there is also a
potential corporate angle with respect to SFR especially if the JV made a further economic discovery.

Modest but high grade — TLM could be a 10ktpa copper producer midterm

We assume the JV defines an ultimate mining inventory at Monty of 1.2Mt at 10% copper and 1.4g/t
gold for 120kt of contained copper and 54koz of gold. While a modest size deposit, high grades
suggest this could have one of the highest insitu values of an Australian copper asset (Figures 1 — 2).
On this basis our production scenario implies TLM could be producing ~10ktpa of copper at
~US$1.10/Ib within two years (assuming financing and permits).

Higher risk / reward — base case valuation of A$0.59/share

It remains early days for Monty and the JV however, given the high grade nature of the discovery we
believe our conceptual mining scenario is a valid approach to valuing the company. This values the
discovery at ~A$300M or A$82M for TLM’s share. Regional exploration and Sinclair represent an
additional A$18M. Our NPV is diluted for an assumed A$10M equity raising.

Monty funding requirement estimated at A$30M

At the end of September 2015 TLM had $11.3M of cash on hand and no debt. TLM is now
contributing to Springfield expenditures which have been budgeted at A$7.5M for the next three
months (~A$2.3M TLM’s share). Based on our early stage conceptual assumptions of A$70M capex
for studies and Monty capex, plus ongoing exploration, we estimate TLM’s funding requirements are in
the order of A$30M which we have assumed is met by A$10M of equity and A$20M of debt financing.

Figure 2: Australian copper deposits insitu value per ton
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Analysis
EAEJ,R,{B} Talisman Mining (TLM)
P&L (ASM) FY15A__FY16F _FY17F _FYI8F__FYIoF
Revenues 0 0 0 76 107
Operating Costs -2 -2 -3 -30 -39 Rating BUY
Other -8 0 0 0 0 Target Price (A$) 0.65 TSR 44%
EBITDA -10 -2 -3 46 68
D&A 0 0 0 -10 -13 Price (A$) 0.45 Price (US$) 0.32
EBIT -10 -2 -3 37 55 NPV (A$) 0.59 NPV (US$) 0.41
Net Interest 0 0 0 -1 0
Taxes 3 1 1 -11 -16 Shares (M) 174
Adjustments 0 0 0 0 0 Mcap (A$M) 67 Mcap (US$M) 47
Net Profit -7 -1 -2 25 38 EV (A$M) 62 EV (US$M) 44
EPS (¢) -5 -1 -1 14 22 Year End June Discount Rate 10%
DPS (¢) 0 0 0 0 0
Cash Flows (A$M) FY15A FY16F FY17F FY18F FY19F Assumptions FY15A FY16F FY17F FY18F FY19F
Receipts 0 0 0 76 107 Gold (US$/oz) 1,223 1,107 1,150 1,250 1,300
Payments -1 -2 -3 -30 -39 Gold (A$/oz) 1463 1545 1667 1852 1955
Net Interest 0 0 0 -1 0 Silver (US$/0z) 17 14 16 19 20
Taxes 0 1 1 -2 -16 Copper (US$/Ib) 2.89 2.25 2.50 2.78 2.95
Other 0 0 1 0 0 AUD/USD 0.84 0.72 0.69 0.68 0.67
Operating Cash Flows -1 0 -2 43 52
Capex -9 0 -15 -11 -6
Disposals 0 0 0 0 0 PE () N.M N.M N.M 3.2 2.0
Exploration -2 -5 -8 -4 -4 EV/EBITDA (x) N.M N.M N.M 1.0 0.1
Other 0 -2 0 0 0 EPS Growth (%) >100 -82.5 38.7 <-100 54.9
Investing Cash Flows -10 -7 -23 -15 -10 ROE (%) -17.6 -2.8 -4.4 28.7 30.4

Net Debt to Equity (%) -12.3 -27.4 20.1 -21.7 -48.3
Change in Borrowings 0 0 20 -10 -10 Net Debt to EBITDA (x) 0.5 6.4 -3.6 -0.4 -0.9
Dividends 0 0 0 0 0 Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0
Equity 0 17 0 0 0 FCF Yield (%) -19.0 -6.7 -31.6 36.8 53.8
Other 0 0 0 0 0
Financing Cash Flows 0 17 20 -10 -10
Balance Sheet (A$M) FY15A FY16F FY17F FY18F  FY19F
Cash 5 14 10 29 61 Monty Production (100%)
Receivables 0 0 0 4 5 Monty Copper (kt) 0 0 0 27,300 36,400
Inventories 0 0 0 6 9 Monty Gold (koz) 0 0 0 6,077 8,103
Other 0 0 0 0 0 Eqv. Copper Production (kt) 0 0 0 28534 38,020
Current Assets 5 14 10 39 75

Cash Costs (US$/Ib)
Receivables 0 0 0 0 0 By Product 0.00 0.00 0.00 0.94 0.94
Investments 0 0 0 0 0 AISC 0.00 0.00 0.00 112 111
Property, Plant and Equipment 3 3 18 19 12
Intangibles 40 44 51 54 58 Resources (Contained Cu, Mt) 0.0
Other 0 0 0 0 0 Reserves (Contained Cu, Mt) 0.0
Non Current Assets 43 47 69 73 70
Total Assets 48 61 79 112 144

Doolgunna JvV 0 0 0 49 70
Borrowings 0 0 0 0 0 Sinclair 0 0 0 0 0
Payables 0 0 0 8 11 Corporate & Other -2 -2 -3 -2 -2
Provisions 0 0 0 0 0
Other 0 0 0 0 0 NPV* (ASM) Per Share
Current Liabilities 0 0 0 8 11

Monty (30%) 82 $0.47
Payables Doolgunna JV (30%) 10 $0.06
Borrowings 0 0 20 10 0 Sinclair (100%) 8 $0.05
Provisions 8 8 8 8 8 Exploration 0 $0.00
Other 0 0 0 0 0 Corporate and other -7 -$0.04
Non Current Liabilities 8 8 28 18 8 Net Cash 9 $0.05

Total 102 $0.59
Total Liabilities 9 8 28 26 19

* Assumes a A$10M equity raising @ 40¢ to fund Monty
Total Equity 40 53 50 86 125

Source: Petra Capital
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Disclosure

This document has been prepared in Australia by Petra Capital Pty Ltd who holds an Australian Financial Services License AFSL 317 944. Petra Capital
Pty Ltd is an ASX Market Participant. 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.

Disclaimer

The information or advice contained in this report has been obtained from sources that were accurate at the time of issue, however the information has not
been independently verified and as such, Petra Capital Pty Ltd cannot warrant its accuracy or reliability. Persons relying on this information do so at their
own risk. To the extent permitted by law, Petra Capital Pty Ltd disclaims all liability or responsibility for any direct or indirect loss or damage (including
consequential loss or damage) caused by any error or omission within this report, or by persons relying on the contents of this report.

This report is published by Petra Capital Pty Ltd by way of general information or advice only. 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.

Key Risks — Resources Companies under Coverage

Key risks in relation to the resources sector and the resources companies that are the subject of research by Petra Capital’s analysts include commodity
price volatility, currency risk, technical/licencing/operational risks, litigation/political risk, development risk and sovereign risk for overseas assets, as well as
feasibility, permitting and financing risks related to the development of growth projects.

Ratings

Information regarding the scope and expertise of our research services, processes for selection for coverage, and the management of conflicts of
interest can be found on Petra Capital’'s website at www.petracapital.com.au/research-disclosures.

Petra Capital uses the following ratings system and definitions: Buy - Forecast to outperform the Market by more than 5%; Hold - Forecast to perform up to
5% above or below the Market; Sell - Forecast to underperform the Market by more than 5%; Speculative Buy - Speculative Investment; Take Profits -
Recommend taking short term profits in a stock we remain fundamentally positive on a medium term view; Accept Offer - For a company under takeover
where we see the offer as a fair price with low risk of a competing offer; No Rating - No rating at this time. Market performance is relative to the S&P/ASX
Small Ordinaries Index which we assume generates a neutral return on a 12 month basis.

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



