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Gold poured, close to steady state, now for underground

Recommendation Buy
Last Price A$1.50
Target Price A$2.17
Forecast Total Return 45%

Company profile

Catalpa Resources Limited is currently progressing
ramp up of its Edna May Gold Project. The project is
300km by road from Perth, mid-way between Perth
and Kalgoorlie, and a few kilometres from the town of
Westonia. Local infrastructure is excellent.

While a new development for CAH, Edna May has
been studied extensively. In addition to recent
feasibility studies (2004-2009), there have been three
prior mining programs, above and below the planned
open pit. As a result of this, the deposit has been de-
risked well beyond normal levels.

CAH has 352,3160z hedged at A$1,557/0z.

In addition to Edna May, CAH owns 30% of the
Cracow Joint Venture, located in Queensland and
operated by Newcrest Mining, owner of the balance.
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Other Information

Iress / Bloomberg CAH/CAH AU
Market cap A$244m
Enterprise value A$287m
Average daily volume (m) 0.480
Free float 91%
Number of shares in issue (m) 162.7
Reporting currency AUD
Quote currency AUD
Website www.catalparesources.com.au
Analyst(s) Hunter Hillcoat

+612 9293 2142
hunter.hillcoat@investec.com.au

CAH has delivered on and exceeded most of its development targets for Edna May
and expects to reach nameplate capacity by the end of July. Together with its 30%
production share from Cracow, this takes it to the 130koz/pa production level and
puts it well on its way to its target of becoming Australia’s next mid-tier producer.

Recent newsflow: CAH has continued to deliver on targets with several milestones
passed this quarter: CAH poured its first gold in late April, the process plant was fully
commissioned by early June and production is on track to reach nameplate capacity
of 2.8mtpa by late July. By all indications, initial grade and recovery rates are better
than planned, offering the potential for some upside to our numbers.

CAH updated its Edna May reserves, lifting them above 1moz for the first time
(1,012koz at 1.06g/t). The update includes maiden reserves from Greenfinch: 86koz
at 1.07g/t. We assume life of mine reserves of 1.15moz so the reserve upgrade is
confirmatory rather than an upgrade to our numbers. With the open-cut resource
definition programs well advanced, CAH intends shifting some exploration focus
towards looking at underground opportunities, while continuing with regional
exploration.

Key Issues: CAH’s main challenge in the short term is in commissioning and
ramping up Edna May to the initial 100koz/pa target rate. Longer term, CAH has a
stated objective of being a 270koz/pa producer, including expanding Edna May to
over 150koz/pa (through underground and regional opportunities) and possibly
acquiring the outstanding 70% of Cracow, or a third project.

Valuation & target: We have recently increased our long-term gold price assumption
from US$850/0z to US$950/0z (in line with the increasing 3-year average) and have
increased short-medium term prices by an average ~US$150/0z (+13%). As a
consequence, our NPV for CAH has increased from A$1.90/share to A$2.17/share
(+15%), while it would be valued at A$2.42/share at spot. We have increased our
target price from A$2.09 to A$2.17/share, which equates to CAH trading at the same
average 1.0x NPV multiple that its peer group currently trades at.

Catalysts. CAH is still pre commercial production, targeting a relatively low grade ore
body. We believe that it will be re-rated in line with its producer peer group as soon
as it delivers on targeted production rates and operating costs, potentially within the
next six months (we forecast a maiden profit of $9m in this the period).

Financials and valuation - IFRS compliant Year end: 30 June

2008 2009 2010E 2011E 2012E
Revenue (A$m) 0.0 0.1 20.7 152.9 185.4
EBITDA (A$m) (2.7) (6.9) 2.2 66.8 93.7
EBITA (2.9) (7.1) (2.7) 51.8 76.4
PBT (normalised) (A$m) 2.9 (6.8) (2.8) 49.8 75.1
Net income (normalised) (A$m) (2.3) (6.8) (2.9) 34.9 52.6
EPS (normalised, continuing) - FD (cents) (0.6) (0.5) (1.7) 19.8 29.8
FCFPS - FD (cents) (0.3) (0.2) 5.8 41.2 49.0
NAV per share (cents) 1.8 3.8 61.5 88.9 115.1
DPS (quote) (cents) 0.0 0.0 0.0 0.0 0.0
PE (normalised) (x) 7.6 5.0
Price/NAVPS (x) 82.5 39.4 2.4 1.7 1.3
EV/Revenue (x) 14.0 1.9 1.6
EV/EBITDA(x) 134.5 4.3 3.1
FCF yield(%) 0.2) (0.1) 3.9 27.5 32.7
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0

Source: CAH Company accounts/Investec Securites estimates

Readers in all geographies please refer to important disclosures at the end of this report.
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Looking underground

= With the Edna May operation now ramping up close to full capacity and with the
open-cut resource definition programs well advanced, CAH intends shifting some
focus towards looking at underground opportunities. The Edna May gneiss is known
to host high grade quartz veining, as is evidenced by the abundant, significant,
intersections already drilled at depth by previous owners (see diagram below),
including 32.9m at 7.8g/t and 18.1m at 7.6g/t.

= However, there is as yet no underground resource and from August CAH intends
commencing a 10,000m drill program targeting the underground reefs. CAH aims to
have a JORC compliant resource by the end of 2010, and to then progress into a
feasibility study. A key objective is ascertaining continuity of the mineralised zones, in
order to enable mine planning and economic extraction.

= Potential stope sizes are expected to be modest, although high grade, and an
underground operation is likely to be based on supplementing the existing open pit
operations with higher grade feed (CAH is provisionally targeting underground
production rates of around 30-50,0000z/pa at average grades of 6-8g/t). The higher
grades should enable cash costs per ounce to be maintained at the same levels as
the open cut operations (which we currently assume average around A$650/0z over
the life of mine).

= Capital costs should be modest. CAH aims to dewater and refurbish the existing
decline, which extends to 300m vertical depth. The decline was developed by ACM
Gold Ltd during 1988-1992, before being abandoned after intersecting barren
pegmatite dykes.

Increase in gold price assumptions

= We have increased our long-term gold price assumption from US$850/0z to
US$950/0z, in line with the increasing 3-year average. In the short to medium term,
we have increased the price by an average ~US$150/0z (+13%) and now have it
peaking at US$1,300/0z in 2012.

Section through underground (from ~350m to ~650m below surface)
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Key valuation/recommendation risks Production Summary FY'09A FY'10E FY'11E FY'12E FY'13E FY'14E
- Edna May 0000z 0 0 88 99 102 109
Failure to complete ramp up Edna May Cracow (30%) 0000z 0 16 27 28 28 28
production in line with guidance and market Total Gold Production 0000z 0 16 115 126 130 136
expectations Operating costs FY'09A FY'10E FY'11E FY'12E FY'13E FY"14E
Head grades and/or recovery rates lower than Cash Operating Costs A$/oz 0 578 632 619 620 604
planned (CAH particularly sensitive to this). Total Operating Costs A$/oz 0 903 826 820 835 815
) Gold Price Received A$loz 0 1,272 1,459 1,469 1,455 1,425
Weaker than expected gold price Operating Margin % 0% 29% 43% 44% 43% 43%
(notwithstanding the excellent hedge position)
) ) Commodity price assumptions FY'09A FY'10E FY'11E FY'12E FY'13E LT (2015)
*  Increasing fuel/labour/consumable prices Exchange Rate A$/US$ 0.75 0.89 0.91 0.95 0.94 0.80
Gold US$/oz 875 1,087 1,250 1,300 1,250 950
Silver US$/oz 12.90 16.86 19.23 20.00 19.23 13.77
Board members Key Financials FY'09A FY'10E FY'11E FY'12E FY'13E FY'14E
Peter Maloney, Non-Executive Chairman :as’l‘é:’m O‘I’;'alﬁons :2"‘ : 102 2(2) ZZ Zf 7Z
otal Capex, Exploration m - - - - - -
Bruce McFadzean, MD and CEO Cash Posttion A$m 32 9 28 77 115 172
John Rowe, Non-Executive Director Total Borrow ings ASM 0 55 32 17 2 2
Barry Sullivan, Non-Executive Director Net Debt/(Cash) A$m -32 45 4 -61 -113 -171
Murray Pollock, Non-Executive Director Net Debt to Net Debt plus Equity (%) -260% 31% 2% -43% -86% -151%
Graham Freestone, Non-Executive Director Half-year details Jun'09A  Dec'09A  Jun'10E  Dec'10E  Jun'{1E  Dec'11E
Exchange Rate A$/US$ 0.71 0.87 0.90 0.90 0.92 0.95
Gold Production 0000z 0.0 29 13.2 52.2 62.9 63.1
Gross Cash Cost A$/oz 0 464 603 644 622 619
Revenue A$m 0.1 3.9 16.9 60.5 92.4 92.7
. -3.8 3.9 1.2 13.3 38.5 38.2
CAH vs Gold Price BB A$m
Profit before tax A$m -3.6 -3.8 1.1 12.3 375 37.6
2.10 1,300 Profit After Tax A$m -3.6 -3.7 0.7 8.6 26.2 26.3
1.90 1.250 Reported profit A$m -3.6 -3.7 0.7 8.6 26.2 26.3
1.70 1,200
150 1150 § Valuation Breakdown ASM  A$/share (diluted) Reserves & Resources
8 1 1,100 g Edna May 272 $1.54 Edna May Gold (Moz)  Life (Yrs)
L 100 5 Cracow (30%) 50 $0.28 Investec Estimate 1.15 10.0
050 1000 6 Hedgebook 48 $0.27 Total Reserves 1.01 8.8
070 :Zz Exploration 4 $0.02 Total Resources 1.66 14.4
050 a50 Net Cash, Options 9 $0.05 Cracow (30%) Gold (Moz)  Life (Yrs)
09 Oct09  Jan-10  Apr-10  Juk10 Total NPV 383 $2.17 Investec Estimate 0.17 54
 CAMH —_GOLD Total Reserves 0.07 22
Total Resources 0.25 8.1
Source: Iress, Bloomberg
Source: Investec Estimates
Strengths Weaknesses Opportunities Threats

= Edna May project well understood (low
technical risk) and in a good location

Experienced board and management
team

Excellent hedge book should ensure
strong operating margins

= Earnings diversity from two operations

= Low grade makes it sensitive to any
variation in head grade/recovery rates

= Initial cash generation expected to be
applied towards debt repayment

= Pre-emptive right on NCM’s 70% of Cracow
= Edna May resource base does not include
any gold below 300m depth - good
opportunities underground.

Existing decline at Edna May should facilitate
access underground

= Regional area only been lightly explored

= Undervalued relative to peer group

= Operational problems, hedge book
delivery, low grade ore
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Summary financials - IFRS compliant Year end: 30 June

Income Statement 2008 2009 2010E 2011E 2012E

Revenue 0.0 0.1 20.7 152.9 185.4

EBITDA @.7) 6.9 22 66.8 93.7

Depreciation and amortisation (0.1) (0.2) 4.8) (15.0) (17.3)

Operating profit (2.9) (7.1) @7 51.8 76.4

Other income, JVs & associates 0.0 0.0 0.0 0.0 0.0

Net interest 0.6 0.3 0.1) (2.0) (1.3)

Share-based pay ments

PBT (Normalised) (2.3) (6.8) (2.8) 49.8 75.1

Impairment of acquired intangible assets

Non recurring items/Ex ceptionals 0.0 0.0 0.0 0.0 0.0

PBT (reported) (23) (6.8) (2.8) 49.8 75.1

Taxation 0.0 0.0 (0.2) (14.9) (22.5)

Minorities & preference dividends 0.0 0.0 0.0 0.0 0.0

Discontinued / assets held for sale

Attributable profit (2.3) (6.8) (2.9 34.9 52.6

Net income (normalised) (2.3) (6.8) (2.9) 34.9 52.6

EPS (reported) - FD (report) (0.6) (0.5) (1.7) 19.8 29.8

EPS (normalised, continuing) - FD (quote) (0.6) (0.5) [{)) 19.8 29.8

DPS (repor) 0.0 0.0 0.0 0.0 0.0

Average number of group shares - FD (m) 384.0 1,472.3 176.3 176.2 176.2
Average number of group shares (m) 345.4 1.171.8 161.2 162.7 176.2
Total number of shares in issue 345.4 1.171.8 161.2 162.7 176.2
Cash flow 2008 2009 20108 2011E 2012E
Operating profit (2.9 (7.1) (2.7) 51.8 76.4

Depreciation and amortisation 0.1 0.2 4.8 15.0 17.3

Other cash & non-cash movements (0.5) 3.9 8.7 13.4 14.0

Change in working capital 18 (0.3) 0.5 0.0 0.4)

Operating cash flow (1.4) (3.3) 1.4 80.2 107.2
Interest 03 0.3 (0.6) 22 (1.9)

Tax paid 0.0 0.0 0.0 (4.5) (16.9)

Dividends from associates & JVs

Cash flow from operations 1.1 (3.1) 10.7 73.5 88.4
Maintenance CapEx 0.0 0.0 (0.5) (0.9) (2.0)
Free cash flow (.1 (3.1) 102 72.6 86.4
Expansionary CapEx (0.1) (3.9) (90.9) (13.0) (6.0)
Exceptionals & discontinued operations

Other financial 0.1 @7 (16.9) (17.9) (16.0)
Acquisitions 0.0 0.0 0.0 0.0 0.0
Disposals 0.0 0.0 0.0 0.0 0.0
Net share issues 29 41.1 20.0 0.0 0.0
Dividends paid (0.0) (0.0) (0.0) (0.0) (0.0)
Change in net debt 17 29.4 (77.6) a.7 64.4
Net cash (debt) 2.8 322 (45.3) (3.6) 60.8
FCFPS - FD (report) (0.3) (0.2) 5.8 41.2 49.0
Balance sheet 2008 2009 2010E 2011E 2012E
Property, plant and equipment 36 9.0 155.5 158.9 1521

Intangible assets 0.4 0.0 0.0 0.0 0.0
Investments & other non current assets 0.0 3.7 3.3 3.3 3.3
Cash & equivalents 2.8 32.3 9.2 27.9 773
Other current assets 0.1 4.4 1.4 1.4 1.9
Total Assets 6.9 49.3 179.5 201.6 244.7
Total debt 0.0 ©0.1) (54.6) (31.6) (16.6)
Preference shares

Other long term liabilities 0.0 0.0 (8.8) (8.2 (8.2
Provisions & other current liabilities (0.6) (4.6) (17.1) (17.1) (17.1)
Pension deficit & other adjustments

Total liabilities (0.6) @7 (80.4) (56.9) (41.9)
Shareholder's equity (6.3) (44.6) (99.1) (144.8) (202.8)
Minority interests

Total equity 6.3) (44.6) (99.1) (144.8) (202.8)
Total equity and liabilities (6.9) (49.3) (179.5) (201.6) (244.7)
Net working capital (0.0) 0.3 0.2) 0.2) 0.2
NAV per share (report) 18 3.8 61.5 88.9 115.1

Source: CAH Company accounts/Investec Securites estimates
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Definition of research ratings - Expected 12m performance

Australia / United Kingdom South Africa
Expected total return
Buy >10% >20%
Hold -10% to 10% 10% to 20%
Sell <-10% <10%

Investec bases its investment ratings on the stock’s expected total return over the next 12 months (with total return defined as the expected percentage change in price plus the
projected dividend yield). To take account of differences in costs of capital, risk premia and required rates of return between developed and emerging markets, different ratings
bands are applied in the Australia, United kingdom and South Africa respectively (as shown above).

A Speculative Buy recommendation is made where a company appears to offer compelling value, but where risk is elevated by virtue of the early stage of project definition
and/or time to first cashflow.

Investec has received compensation for investment banking services from the following companies referred to in this research report in the past 12 months: AQA, CAH, NCR,
NEC, PLV, TZN. Investec expects or intends to seek compensation for investment banking services from the following companies referred to in this research report in the next 3
months: CAH, GRY, ILU, NCR, NEC, OGC, PLV, SRL, TZN. Investec has managed or co-managed a public offering of the securities of the following companies referred to in
this research report in the last 12 months: CAH, OGC. Investec has options in the following company referred to in this research report: TZN. Investec owns or has the right to
exercise ownership to 1% or more of the securities of the following companies referred to in this research report: GDO, TZN. Investec has had a corporate relationship with the
following companies referred to in this research report in the past 12 months: AQA, CAH, FRS, MCC, NCR, NEC, OGC, OZL, PLV, RIO, ROL, SRL, TZN. As a result investors
should consider whether this may affect its objectivity. Investors should consider this report as only a single factor in making their investment decisions.

The author, or members of their immediate family, holds an economic interest in the following companies referred to in this research report: AWC, CAH, CEY, ERA, OGC, RIO.
As a result, investors should consider whether this may affect its objectivity. Investors should consider this report as only a single factor in making their investment decision.

Analyst certification

Each research analyst responsible for the content of this research report, in whole or in part, and who is named herein, attests that the views expressed in this research report
accurately reflect his or her personal views about the subject securities or issuers. Furthermore, no part of his or her compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed by that research analyst in this research report.

NOT FOR DISTRIBUTION IN THE UNITED STATES AND THE EU (EXCLUDING UK, FRANCE, SWITZERLAND, GERMANY)
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Disclaimer

This report has been issued or approved for issue by an entity forming part of Investec (as defined below) and has been forwarded to
you solely for your information and should not be considered as an offer or solicitation of an offer to sell, buy or subscribe to any
securities or any derivative instrument or any other rights pertaining thereto (“financial instruments"). This report is intended for use by
professional and business investors only. This report may not be reproduced without the consent of Investec.

For the purposes of this disclaimer, “Investec” shall mean: (i) Investec Bank plc; (i) Investec Limited (iii) Investec Bank (Australia)
Limited and (iv) from time to time, in relation to any of the forgoing entities, the ultimate holding company of that entity, a subsidiary
(or a subsidiary of a subsidiary) of that entity, a holding company of that entity or any other subsidiary of that holding company, and
any affiliated entity of any such entities.

This report is issued and disseminated by Investec Bank (Australia) Limited ("IBAL") AFSL 234975.

Where this report is issued within the UK it may only be issued to "investment professionals”, such persons having professional
experience in matters relating to securities or financial instruments of the kind detailed in this report and who fall within article 19 of
the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 or to persons who would be classified as
"Professional Clients" (under the FSA COBS rules) or to any other person to whom this promotion may lawfully be directed. Where
this report is issued in Australia it may only be issued to persons who would be able to be categorised as a wholesale client (under
the Corporations Act 2001) or to any other person to whom this promotion may lawfully be directed. In particular, Investec does not
allow the redistribution of this report to non-professional investors or persons outside the jurisdictions referred to above and Investec
cannot be held responsible in any way for third parties who effect such redistribution or recipients thereof.

The information and opinions expressed in this report have been compiled from sources believed to be reliable, but, neither Investec,
nor any of its directors, officers, or employees accepts liability from any loss arising from the use hereof or makes any representations
as to its accuracy and completeness. Any opinions, forecasts or estimates herein constitute a judgement as at the date of this report.
There can be no assurance that future results or events will be consistent with any such opinions, forecasts or estimates. Past
performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied is made regarding future performance. This information is subject to change without notice, its accuracy is not guaranteed, it
may be incomplete or condensed and it may not contain all material information concerning the company and its subsidiaries.
Investec is not agreeing to nor is it required to update the information, opinions, forecasts or estimates contained herein.

This report does not contain advice. Specifically, it does not take into account the objectives, financial situation or needs of any
particular person. Before acting on this report, investors must consider whether it is appropriate to do so based on their personal
objectives, financial situation and needs and seek financial advice where needed.

The value of any securities or financial instruments mentioned in this report can fall as well as rise. Foreign currency denominated
securities and financial instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the
value, price or income of such securities or financial instruments. Certain transactions, including those involving futures, options and
other derivative instruments, can give rise to substantial risk and are not suitable for all investors. This report does not have regard to
the specific instrument objectives, financial situation and the particular needs of any specific person who may receive this report.
Investors should seek financial advice regarding the appropriateness of investing in any securities, financial instrument or investment
strategies discussed in this report.

Investec (or its directors, officers or employees) may, to the extent permitted by law, own or have a position in the securities or
financial instruments (including derivative instruments or any other rights pertaining thereto) of any company or related company
referred to herein, and may add to or dispose of any such position or may make a market or act as a principal in any transaction in
such securities or financial instruments. Directors of Investec may also be directors of any of the companies mentioned in this report.
Investec may from time to time provide or solicit investment banking, underwriting or other financial services to, for or from any
company referred to herein. Investec (or its directors, officers or employees) may, to the extent permitted by law, act upon or use the
information or opinions presented herein, or research or analysis on which they are based prior to the material being published.
Investec may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in
this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared them.

The securities or financial instruments described herein may not have been registered under the US Securities Act of 1933 and may
not be offered or sold in the United States of America or to US persons. The distribution of this document in other jurisdictions may be
prohibited by rules, regulations and/or laws of such jurisdiction. Any failure to comply with such restrictions may constitute a violation
of United States securities laws or the laws of any such other jurisdiction.

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies
circulated, or disclosed to another party, without the prior written consent of an entity within Investec.

Neither this document nor the information contained in it is intended to be an offer to buy or sell, or a solicitation for purposes of an
offer to buy or sell, any securities or an offer of brokerage services. This document may only be distributed in France to qualified
investors (investisseurs qualifiés) acting for their own account, as defined in the French Monetary and Financial Code and any
implementing regulation. This document is not intended for use by, or targeted at, retail customers. Should any retail customer obtain
a copy of this document, they should not base their investment decision solely on this document but must seek independent financial
advice.

This report has been provided to you solely for your information and does not constitute an offer of securities or other financial
instruments to the public in Germany. This report does not contain investment advice and Investec does not offer to render
investment advice to German residents. The report does not take into account the objectives, financial situation or needs of any
particular investor. Before acting on this report, investors must consider whether it is appropriate to do so based on their personal
objectives, financial situation and needs and seek advice (including tax advice) where needed. Investec does not offer any brokerage
services relating to financial instruments or any other services which require a banking or financial services license under the German
Banking Act (‘KWG”) to German residents.

This document may only be distributed in Switzerland to regulated financial intermediaries such as banks, securities dealers,
insurance institutions and fund management companies as well as institutional investors with professional treasury operations. This
document is personal to the recipient and not for general circulation in Switzerland. This document and its content have not been
prepared in accordance with the "Directives on the Independence of Financial Research” issued by the Swiss Bankers Association in
January 2008, as amended. © 2009

NOT FOR DISTRIBUTION IN THE UNITED STATES AND THE EU (EXCLUDING UK, FRANCE, SWITZERLAND, GERMANY)

Investec Bank (Australia) Limited
An institution regulated by Australian
Prudential Regulation Authority and
Australian Securities and Investments
Commission, AFSL 234975

Level 31, Chifley Tower
2 Chifley Square
Sydney NSW 2000

Tel: +61 2 9293 2000
Fax: +61 2 9293 2002

Resource Analysts

Tim Gerrard

+612 9293 2168

tim.gerrard @investec.com.au
Hunter Hillcoat

+612 9293 2142
hunter.hillcoat@investec.com.au
Colin McLelland

+612 9293 2140

colin.mclelland @investec.com.au

Specialty Sales

Roderick Clarkson

+612 9293 2278
rod.clarkson@investec.com.au
David Gulson

+612 9293 2197
david.gulson@investec.com.au



