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Tanami Gold NL (TAM:ASX) is an Australian based gold producer
and explorer. TAM’s production focus has been on its Western
Tanami Operation located in north-east Western Australia where
it expects to produce 40koz Au in FY2011. In mid-2012, we
expect the production focus to shift to TAM’s recently acquired
Central Tanami Project, located in the Northern Territory, which
is currently under feasibility study. The Central Tanami Project
contains approximately 75% of TAM’s 2Moz resource and has
much larger widths and a larger processing facility which we
believe will make a significant contribution to TAM’s push to
increase production to >200,000koz of gold by 2013. We are
initiating coverage with a BUY rating and $1.53/sh target price.




Targeting 200,000ozpa by 2013: TAM is targeting >200,000ozpa
once the 1.5Moz Central Tanami Project comes on line in 2012. TAM
recently completed its Stage 1 upgrade to the Western Tanami
treatment facility.
Stock Undervalued. Based on our all of our valuation metrics, TAM
is attractive. Our 1.0x NAV of $1.53 is based on our sum of the
parts valuation. On a P/CF (13)/(14) basis we determine a value
range of between $1.43-$1.86 per share and on an EV/oz basis TAM
is trading at $109/oz compared to the peer average of $196/oz.



Situated in a Well-Endowed Gold Region:
TAM’s Central
Tanami Project is analogous in geological setting and located 100km
north-west of Newmont’s (NEM:US) 2.5Moz Callie mine which
produces 400kozpa. NEM recently discovered a parallel orebody
and expects to add up to 75% to reserves over the next decade to
the Callie inventory. Importantly, it appears NEM has identified
three Callie lookalike targets. The majority of drilling on TAM’s
tenements has been shallow and has not tested the deeper Calliestyle targets. TAM is targeting deeper targets this year.



Catalysts: Ongoing exploration results; Q4/FY2011 reserve
statement; end-CY2011 CTP Feasibility; mid-2012 CTP Production.
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Investment Highlights
TAM is an Australian based gold producer and explorer with a significant land holding in the
Tanami region. TAM’s production focus has been on its Western Tanami Operations located
in north-east Western Australia where it expects to produce 40koz in FY2011. In 2012, we
expect the production focus to shift to TAM’s recently acquired Central Tanami Project,
located in the Northern Territory. The Central Tanami Project has 75% of TAM’s 2Moz
resource, wider deposits styles and a processing facility three times the capacity of the
Western Tanami (Coyote) treatment plant. The development of this project is the major
catalyst in TAM’s push to increase production to >200,000koz Au by 2013. We are
initiating coverage with a BUY rating and $1.53/sh target price. Our price target is based
on our 1.0x NAV sum-of-parts estimate for TAM.
Targeting 200,000ozpa by 2013: TAM is targeting a substantial uplift in gold production
over the next 12 – 18 months. The major contributor will be the Central Tanami Project
which has a significant resource of 1.5Moz and large scale processing facility. In addition,
TAM recently completed its Stage 1 upgrade to the Western Tanami treatment facility and is
looking at options to further increase capacity to 500ktpa (from 350ktpa) during 2012.
Stock undervalued: Based on our all of our valuation metrics, TAM is attractive. Our 1.0x
NAV of $1.53 is based on our sum of the parts valuation. On a P/CF (13)/(14) basis we
determine a value between $1.43-$1.86 per share and on an EV/oz basis TAM is trading at
$109/oz compared to the peer average of $196/oz.
Situated in a well-endowed gold region: TAM’s Central Tanami Project is analogous in
geological setting and located 100km north-west of Newmont’s 2.5Moz Callie mine which
produces 400kozpa. NEM recently discovered a parallel orebody and expects to add up to
75% to reserves over the next decade. In addition, NEM has identified three Callie lookalike
targets. The majority of drilling on TAM’s tenements has been shallow and has not tested
the deeper Callie-style targets. TAM has budgeted $A15m for exploration this year which
will include exploration of deeper targets.
Leverage to gold price: Given that TAM is unhedged it is highly leverage to the gold
price. For example a 10% increase in the gold price has a 17% increase to our 1.0x NAV.
TAM’s production opportunities are likely to be in the third quartile of the cash cost curve,
however, based on the current spot price of gold TAM has a significant margin from our
cash cost projections ($700/oz). If we place the spot price into our model this increases
our valuation to $3.15 /sh.
Significant exposure to Tanami Region: TAM has direct and indirect control of over
35,000km2 of ground in the Tanami region through 100% ownership in the Western and
Central Tanami tenements and a 25% fully diluted interest in ABM resources (ABU).
Risks: We believe the risks for TAM are relatively low considering that the Central
processing facility treated ore from some 43 pits for NEM from 1987-2005. Therefore, this
reduces construction, engineering and metallurgical risks. In addition, the Western Tanami
Operations is likely to perform increasingly better due to the work done on the processing
plant. The main risks for TAM relate to 1) Securing adequate cash to underpin the
expansion of mining operations, 2) Exploration 3) Commodity and 4) Foreign Exchange.
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Background
TAM is an Australian listed gold producer with a considerable landholding straddling the
Western Australian and Northern Territory border. TAM is currently in production at the
Western Tanami Operation (WTO) where the company expects to produce around 40kozpa
of gold in FY2011. TAM has a second project at the Central Tanami Project (CTP) located in
the Northern Territory where TAM is expecting to start production by 2012.

Figure 1: Project Locations

Source: Company reports

Capital Structure
TAM had A$6.8m in cash as at March 2011 and has sufficient funding for the short term.
However, medium to longer term TAM will likely require further capital to bring the CTP into
production. We have assumed TAM will need to raise $50m. TAM has access to a $20m
loan facility of which $5.2m had been drawn down at the end of December 2010.
TAM has 261m ordinary fully paid shares on issue and 148,334 options at various strike
prices ranging from A$0.39 to $6.00.
TAM’s largest shareholders are Hong Kong based Allied Propertied Resources and Sun Hung
Kai Investments. Eurogold also has a small investment in TAM with the remainder being
retail/institutional investors (Figure 2).

Figure 2: Major Shareholders

Source: Company reports
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Asset Overview
TAM has two projects covering 4,500km2 of the prospective Tanami-Arunta Province as well
as a strategic 25% (fully diluted) interest in ABM Resources (Figure 4). Figure 3, shows the
differences between the two projects.
1)

Western Tanami Operation (WTO): The 100% owned WTO is located in north
eastern Western Australia and has been in production since 2007. The WTO struggled
during 2007-10 due to issues with design of the processing plant and sourcing quality
staff at the peak of the resources boom. Subsequently TAM has gone through Board
and management changes, removal of the on-site contractors and improvements to the
processing plant. In April 2011, TAM successfully completed its Stage I expansion of
the WTO mill to 350ktpa (from 250ktpa) on time and within budget. TAM is currently
examining the feasibility of moving to 500ktpa in 2012. One of the key challenges
facing the WTO is the need to increase resource and reserve inventory to allow for a
schedule of sufficient ore for processing. The WTO is a higher cost project due to the
narrow high grade nature of the underground ore body, the relatively high strip ratio
and remote location, with current cash costs around $650/oz. The project is expected
to produce 40kozpa in 2011, increasing to around 50-55kozpa in 2012 which should
see a fall in cash cost realised.

2)

Central Tanami Project (CTP): In March 2010, TAM acquired 100% ownership of
the CTP from NEM which has added significant scope to increase production to
200,000kozpa. NEM’s focus in the region is the 2.5Moz Callie mine which produces
400kozpa and it appears will approach 10Moz by the end of this decade. The
acquisition gave TAM: 1) A significant resource base (1.5Moz) 2) A 1.2Mtpa processing
facility and infrastructure and 3) A suite of attractive exploration targets. TAM is
currently working on a feasibility study expected to be completed by the end of the
FY2011 which will see a significant increase in the scope of production. TAM is
ultimately aiming to produce 100-150kozpa from CTP once production begins in 2012.

Figure 3: Asset Comparison

Western Tanami Operation

Central Tanami Project
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Source: Patersons Adapted from Company Reports
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3)

Strategic Alliance with ABM Resources: A strategic exploration agreement was
reached with ABM Resources (ABU:ASX) in 2009 to explore a 30,000km2 land package
in the Tanami-Arunta province in Western Australia. ABU released a maiden resource in
February 2011 of 1.67Moz Au and continues to aggressively explore the area with 28
highly prospective targets to further investigate. TAM maintains a 25% fully diluted
interest in ABU.
Figure 4, shows the relative locations of the Central and Western projects.

Figure 4: Project Locations

Source: Company reports

Western Tanami Operation (WTO)
TAM began producing gold from the Western treatment plant in 2006. Formative stages of
project development were hampered by labour short falls and design problems with the
processing plant. Consequently early production results were poor and TAM never really got
in-front of resource development to allow a smooth ramp-up to production. More recent
times have seen many of these issues resolved through board restructuring, plant upgrades
and dedicated resource drilling programs.
The Bald Hill open pit and the Coyote underground operations are the current ore sources
for the recently upgraded 350ktpa treatment facility at the WTO. Last Q TAM produced
10,064oz at cash costs of A$815/oz.
The deposits are hosted in the Neoproterozoic Stubbins Formation which outcrops near the
Bald Hill open cut operation. TAM believes the mineralisation at the Coyote underground
operation is still derived from the Stubbins Formation but is concentrated in the overlain
Killi Killi Formation. In both cases mineralisation is thin (2-10m) and appears to be
structurally controlled following faults and pockets of dilation.
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Figure 5: The Western Tanami Project Location

Source: Company reports

The Bald Hill open cut provides approximately 60-70% of the product feed at a grade of
~2.5g/t Au with the remainder sourced from the Coyote underground operation at a grade
of ~8g/t Au. Both products are blended targeting an ultimate grade circa 5g/t Au. Bald Hill
ore is soft on a comparative basis and serves as an excellent blending product with the
harder underground material from Coyote.
In 2010 TAM produced ~48koz Au from the WTO. The stage 1 completion to expand
throughput from 250ktpa to 350ktpa was recently completed and this 40% increase in
capacity should be reflected in gold production moving forward. TAM is exploring the option
to increase production capacity to 500ktpa from 2012. Currently the mine life for the WTO
is 7 years with the company confident of extending this through reserve and resource
definition drilling in 2011. Figure 6 shows the current resource for the WTO. Please note
that the Bald Hill project is separated into the Sandpiper and Kookaburra deposits.

Figure 6: Resource Statement for the Western Tanami Project

Source: Company reports
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Central Tanami Project (CTP)
The CTP was acquired from NEM in March 2011 for $22m and is located 90km to the east of
the WTO. NEM has downsized its landholding in the area to concentrate exclusively on the
2.5Moz Callie gold deposit. The area has an extensive mining history with 43 remnant open
cut operations dotted over the TAM mining leases. Two of these historical pits Groundrush
and Hurricane-Repulse were mined at 5,000oz/vm (vertical metre) and 2,500/vm
respectively. Considering the average open cut gold mine runs at 500oz/vm TAM recognises
attractive potential for redevelopment and expansion in the area.

Figure 7: Central Tanami Project

Source: Company reports

The CTP acquisition was done at $14.70/oz resource thus placing minimal value on the
1.2Mtpa treatment plant, associated infrastructure and a 2,000km2 exploration package
that has produced 2.1Moz of gold in the past. The existing plant and infrastructure ceased
operations in 2005 following the NEM’s downsizing.
The Central Tamami deposits are hosted in the Neoproterzoic Mt Charles Formation, a
sequence up to 1.5km thick of interbedded coarse grained sedimentary rocks and basalts.
Mineralisation tends to be structurally controlled, moderate to steep plunging with high
grade shoots limited in strike extent in the order of 100 to 300m.
Initially Resources were 0.5Moz however, TAM has embarked on a significant exploration
and resource drilling program and upgraded the resource to 1.48Moz at 2.5g/t Au. TAM
believes there is significant potential for further resource upgrades through down-dip and
along strike extensions of mineralisation. Given the regional consistency of mineralisation
and lengthy processing history in the area there should be minimal metallurgical risk.
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Recommissioning 1.2Mtpa processing facility
Following the completion of a favourable feasibility study expected by the end of the year
TAM is planning to overhaul the CTP processing facility to increase production capacity to
1.2Mtpa (circa 120kozpa Au). TAM anticipates the plant will be at full production capacity
by mid 2012. We estimate capital costs to refurbish the plant to be around $30m with the
major cash component being the installation of a gravity separator and the MCC with the
remainder associated with refurbishment cost. Mining production will come on line
accordingly with TAM envisioning a 3 month stockpiling period before processing begins.
TAM is yet to provide clarity on ore supply for the CTP processing facility, however we
would expect TAM to develop cutbacks on some of the higher grade historic pits as well as
investigating some virgin areas for development. Furthermore, TAM could add significant
mineralised extensions under many of the open pits which may be accessed via
underground development.
Initial indications are such that open pit mining will provide the majority of mill feed in the
formative stages of the operation ultimately giving way to a predominantly underground
ore source that will run 70/30 underground/open pit over the long term.
We are of the opinion that the CTP will become the focus of production for TAM going
forward. With the plant capacity and rapidly increasing resource portfolio the project is well
positioned to become a significant mid–tier producer in the future (Figure 8).

Figure 8: Central Tanami Project Resource

Source: Company reports

Strategic Exploration Alliance with ABM Resources NL
In 2009 an alliance was established with ABM Resources whereby TAM assumed a 25% fully
diluted share in the explorer. ABM actively explores for gold, copper, and other metals in
the Tanami-Arunta province approximately 100km south of the Central Tanami Project.
Figure 4 shows the extensive 30,000km2 landholding that ABM operates.
In February 2011 ABM announced a maiden resource of 1.67Moz at the Buccaneer Gold
Porphyry Deposit. The area holds 28 more targets with significant potential which offer
significant upside to TAM’s exploration portfolio.
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Exploration
TAM’s total Measured, Indicated and Inferred resources currently sit at 21.3Mt at 3g/t for
2.03Moz Au. Since 2009 there has been a four-fold increase in the resource inventory of the
company from 0.5moz to 2moz at an average cost of around $A23/oz. An exploration
commitment of $15m has been budgeted for exploration in 2011. The allocation has been
split between the WTO and CTP as seen in Figure 9. Drilling to date in the area has mostly
concentrated on shallow 40-100metre deep pits with very limited deeper drilling. Individual
gold deposits in the region tend to be relatively small however there are exceptions such as
the Hurricane-Repulse (250,000ozs), Carbine (100,000ozs) and Groundrush (611,000oz)
historical pits that have exhibited significant strike lengths and will serve as initial drilling
targets to test for along strike and down dip extensions to mineralisation.

Figure 9: Exploration budget for 2011

Budget (A$m)
3
WTP
9
CTP
3
CTP (BROWNFIELD)

Targets
Resource Extension and Infill Drilling
Resource Identification and Infill Drilling
Virgin exploration

Location
Coyote underground, Bald Hill, Hutches find
Hurricane-Repulse, Carbine, Goundrush
9 various targets

Source: Patersons
With the bulk of drilling focusing on the CTP, TAM will be investigating the potential for cutback and underground development of historical pits. The Groundrush, Hurricane-repulse
and Carbine open pit has been flagged by the company as having likely cutback potential
given its high Au recovery in the past and immediate proximity to the existing plant.
Drilling will also focus on brown field exploration whereby up to 9 virgin targets will be
tested for development potential. These targets will follow up scant historical drilling and
TAM remains optimistic of an analogous discovery to 2.5Moz NEM Callie deposit.
Figure 10 shows a number of significant drill intersections and wide spread prospectively
across the CTP landholding. TAM is faced with the challenge of prioritising these into
resource conversion targets. We are of the view that the challenge is not in finding gold
amongst their abundant landholdings, but in targeting the areas that are going to best
serve the company in an economic and timely fashion.

Figure 10: Demonstrates the Limited Drilling at the CTP

Source: Company Reports
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Valuation
We are initiating research coverage of Tanami Gold NL with a BUY rating and 12-month
target price of $1.53 per share. Our price target is based on our sum-of-parts NAV-based
DCF model for Tanami’s WTO and CTP. We have also included some potential exploration
upside considering the prospective nature of the tenements.

Net Asset Valuation
As expected our analysis suggests that the majority of TAM’s value is in its WTO and CTP
projects. This is partly due to our gold price forecasts which are higher upfront given the
WTO a higher value for its near-term production. Whereas our long-term gold price of
A$900/oz provides a lower margin for the CTP project. TAM is focused on commencing
production at the CTP in mid-2012 where we estimate capital costs of $50m for the
refurbishment of the existing plant and initial development costs. We estimate that TAM
will need to raise $50m (we have assumed a price of $0.80 per share). Cash costs are
estimated to average approximately $650/oz with total costs at $700/oz. Based on CTP’s
current inventory of 1.5Moz we calculate a mine life of 13 years based on the 1.5Mtpa
throughput.
At the WTO, based on TAM’s current resource inventory of 0.54Moz we calculate a mine life
of 7 years. While the ore is higher grade from underground, the strip ratios of the pits
remain around 10:1 therefore the project is highly sensitive to waste moved costs. We
calculate cash costs for the project of $700/oz.
TAM owns 25% of ABM Resources and this represents approximately 4% of our valuation.
We believe TAM has excellent exploration upside from the limited drilling that has been
conducted in the area and as such we calculate an exploration value of $67m which is a
nominal 20% of CTP and WTO.

Figure 11: NAV Table

Source: Patersons
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CFPS Multiple Target
We have also calculated a CFPS multiple target price based on the peer average gold
company multiple of 10x based on FY(12). Based on our analysis TAM is trading at 9.6x CF
in FY2013, and 4.7x in FY2014. Based on this we calculate that the stock should be trading
between $1.43 and $1.86/sh. This is consistent with our 1.0x NAV of $1.53/sh.

Figure 12: Peer Comps CFPS Average

Source: Patersons

EV/oz Resource Attractive
TAM is undervalued on an EV/oz resource basis trading at $109/oz whereas its peers trade
at an average of $196/oz.

Figure 13: EV/oz Resource & Cost Per oz

Source: Patersons
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Sensitivity Analysis – Highly Leveraged to Gold Price
Tanami’s valuation is highly leveraged to the gold price considering it is currently
unhedged. A 10% increase in the gold price results in a 17% increase to our 1.0x NAVPS
(Figure 14). In terms of the next most sensitive factors, a 10% increase in gold price
results in a 16% change to our valuation, a 10% increase in the AUD/USD results in a 15%
decrease to our valuation while a 10% increase in cash costs results in a –4% change to
our valuation. We have also considered a 10% increase in gold price on revenue and
earnings, which results in a 6.6% and 17% change, respectively.

Figure 14: Sensitivity Table

Source: Patersons
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Risks
We believe the risks for TAM are relatively low considering that the CTP processing facility
treated ore from some 43 pits between 1987 to 2005. Therefore, this reduces construction,
engineering, permitting and metallurgical risks. In addition, the Tanami Operations are
likely to perform increasingly better due to the work done on the processing plant. The
main risks for TAM relate to 1) Securing adequate cash to underpin the expansion of mining
operations, 2) Exploration 3) Developmental hurdles 4) Commodity and 5) Foreign
Exchange.
Financial:
With significant capital outlay assigned for exploration and development
activities in 2011 TAM may need to access markets for finance. There can be no
assurances that this capital will be available at a reasonable cost which could see dilution
issues in the future.
Exploration: Operating in such a historically rich province TAM is faced with the difficult
problem of translating mass information into meaningful and strategic exploration targets.
The nature of the mineralisation tends to be quite widespread in isolated pockets which
could pose problems in cost efficient resource targeting and conversion.
Cutback mining: Hurricane-Repulse’s close proximity to the existing plant and a rich
history looks to be a logical cutback option to re-establish mining. Initial drilling has
supported the continuation of mineralisation at depth. Given the length of the pit is 1.3km
the development of the cutback would have to be staged to ensure it coincides with the
commissioning of the processing facility in mid 2012. The negative aspect of this option is
that stripping ratios will be very high in the developmental stages which will drive up
operational costs/oz.
Scheduling: With such an extensive resource and exploration inventory TAM is faced with
scheduling dilemmas in terms of prioritising exploration programs as well as ensuring an
ongoing ore supply for the mill. The balance between open cut and underground ore
sources will also have to be factored in to maximise the productivity of the mill.
Commodity Prices: Going forward the majority of TAM’s revenues will be derived from the
extraction and sale of gold. Fluctuations in the gold price affect the Company’s reserve
estimates, ability to obtain financing and its financial condition. Current cash cost for the
CTP and WTP projects are ~$700/oz, while the current spot gold price of US$1460/oz offer
significant margins caution must be recognised as to future gold prices.
Foreign Exchange Risk: As an Australian company, fluctuations in foreign currency
exchange rates between the Australian dollar and US dollar have the potential to decrease
the profitability of the company. TAM has not taken any steps to hedge against currency
fluctuations.

Conclusion
TAM has significant exposure to an under-explored gold province and should be producing
>200,000oz Au by 2013. The challenge remains for TAM to effectively schedule the vast
number of possible production targets and develop the CTP processing facility on time and
within budget.
We believe that the stock is significantly undervalued based on 1) our valuation of $1.53;
2) CFPS multiple and the 3) EV/oz resource. Therefore, we are initiating on TAM with a Buy
and $1.53/sh price target.
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Management and Key Personnel
Tanami has a quality team of individuals that appear to have the skills necessary to reach
its goals. TAM has hit its milestones in 2011 providing a resource update in February 2011
and the completion of its Stage 1 plant upgrade in March 2011.
Denis Waddell – Non –Executive Chairman
Denis Waddell, is a Chartered Accountant with extensive experience in the management of
exploration and mining companies. Prior to establishing Tanami Gold NL in 1994, Mr
Waddell was the Finance Director of the Metana Minerals NL group and previously worked
for Alcoa Australia and KPMG. During the past 26 years, Mr Waddell has gained
considerable experience in corporate, finance and operations management of exploration
and mining companies.
Graeme Sloan - Managing Director/CEO
Graeme Sloan, is a Mining Engineer with extensive operational and corporate experience
both within Australia and overseas including being Managing Director/CEO of publicly listed
mining company Perseverance Corporation Ltd and a Non-Executive Director of Orion Gold
NL. Mr Sloan’s mining experience has been gained in different commodities and includes
project development, open pit and underground mining.
Alan Senior - Non-Executive Director
Alan Senior is a Consulting Engineer with over 30 years of experience in design and project
development mainly associated with the mining and mineral processing industry in
Australia. Mr Senior’s previous roles included Project Manager for the development of the
Cosmos Nickel Mine and the subsequent transition from open cut to underground mining for
Jubilee Mines NL.
Lee Seng Hui - Non-Executive Director
Lee Seng Hui, is currently the Chief Executive of Allied Group Limited, a Hong Kong listed
company, having been appointed in January 1998. Mr Lee graduated with Honours from the
Law School of the University of Sydney and he previously worked with Baker & McKenzie
and NM Rothschild & Sons (Hong Kong) Limited. Following appointment as a Non-Executive
Director of Allied Group Limited in July 1992, Mr Lee became an Executive Director in
December 1993 and is also a Non-Executive Director and Chairman of Tian An China
Investments Company Limited and an Executive Director of Yu Ming Investments Limited,
both of which are Hong Kong listed companies.
Jon Latto - Company Secretary / Chief Financial Officer
Jon Latto is a chartered accountant with over 16 years' experience gained both locally and
internationally. Prior to joining Tanami Gold NL in November 2007, Mr Latto was a Senior
Manager within Ernst & Young's Business Advisory Services division working in Australia,
America and India on projects focused primarily on finance function reform. Prior to this, Mr
Latto held roles with Iluka Resources Limited in Australia, and Halifax Bank of Scotland and
Cable & Wireless in London.
Robert Walker - General Manager Operations
Rob Walker has over 35 years' experience in the mining and exploration industry and has
worked extensively with both surface and underground mining operations. Mr Walker has
owned and operated several mining and processing projects within Western Australia
working primarily in gold, copper and nickel. He is a founding director of emerging ASX
listed lithium producer Galaxy Resources and played an integral role in the company's
establishment and project acquisition. Mr Walker’s extensive mining experience, network of
personnel and strong commercial focus provides Tanami Gold NL the expertise required for
remote mine operations.
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Tony Deacon - Mining Manager
Tony Deacon has over 30 years' experience in the mining industry working in a wide range
of hands on and managerial positions covering all facets of underground mining. He has
worked for mining operations throughout Australia but predominantly in Western Australia.
In recent years Mr Deacon has filled a number of senior managerial positions for both
contracting and owner operator companies. Mr Deacon's focused approach to getting the
job done and his expertise in underground mining further strengthens the Company's
operational ability.
Robert Henderson - Geology Manager
Rob Henderson is a Geologist with over 25 years experience in mineral exploration and
mining. After graduating from the Western Australian Institute of Technology (now Curtin
University) in 1983, Mr Henderson worked in the onshore oil industry before moving into
diamond exploration in the Northern Territory with CRA Exploration. Mr Henderson became
involved with gold mining and exploration in 1985 at Metana Minerals NL's Reedy Gold Mine
where he worked for four years before transferring to Metana's exploration division. In
1990 Mr Henderson moved to Kalgoorlie and during the next 18 years worked for various
companies including MMC Management, Kilkenny Gold, Goldfields Limited, Exploration and
Mining Consultants, Delta Gold-Auriongold-Placer Dome-Barrick and Consolidated Minerals
in mining and exploration at Senior Geologist and Manager levels. During this period, Mr
Henderson obtained his WA Quarry Manager's Certificate of Competency. Mr Henderson
held the position of Exploration Manager-Nickel with Consolidated Minerals through 2007
and 2008 and consulted to a number of listed and private mining companies prior to joining
Tanami Gold NL in September 2009.
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$0.84

Year End June 30

Valuation
Western Tanami
Central Tanami
Unpaid Capital
ABM Resources

A$m
168.4
184.6
48.3
22.4

A$/sh
0.51
0.56
0.15
0.07

Commodity Assumptions
A$:US$
Gold (US$/oz)
Silver (US$/lb)
Gold (A$/oz)

2010A
0.89
1093
17.28
1222

2011F
0.97
1353
28.27
1393

2012F
1.00
1444
37.92
1451

Exploration
Corporate
Forwards
Cash (est.)
Debt
NPV
(@ 8% discount rate)

74.3
0.0
0.0
8.9
(5.5)
501.3

0.23
0.00
0.00
0.03
(0.02)
1.53

Target Price Sensitivity
FX (A$:US$)
Gold Price
Gold Grade
Operating Costs
Recovery

-10%
1.80
1.27
1.47
1.59
1.46

0%
1.53
1.53
1.53
1.53
1.53

+10%
1.29
1.78
1.58
1.46
1.59

Production Summary

2010A

2011F

2012F

2013F

2014F

48
0
43

49
0
44

67
7
67

86
71
148

86
109
186

697
727

769
833

692
778

598
677

499
571

1,197
2010A
57.1
0.3
41.0
10.7
3.9
1.8
4.2
(2.4)
5.9
0
(8.3)
0.0
0.0
(8.3)

1,366
2011F
76.2
3.0
38.6
0.0
2.4
38.2
9.6
28.5
1.5
0
27.1
10.5
0.0
16.6

1,445
2012F
97.8
2.7
47.4
0.0
0.0
53.1
3.6
49.5
1.6
0
48.0
18.2
0.0
29.7

1,308
2013F
214.2
2.8
87.1
0.0
0.0
129.9
9.5
120.4
1.6
0
118.9
28.9
0.0
89.9

1,219
2014F
274.0
8.7
102.2
0.0
0.0
180.5
12.5
167.9
1.6
0
166.3
29.5
0.0
136.8

0.4

17.3

29.7

89.9

136.8

Cash Flow (A$m)
Adjusted Net Profit
+ Interest/Tax/Expl Exp
- Interest/Tax/Expl Inc
+ Depn/Amort
+/- Other
Operating Cashflow
- Capex (+asset sales)
- Working Capital Increase
Free Cashflow
- Dividends (ords & pref)
+ Equity raised
+ Debt drawdown (repaid)
Net Change in Cash
Cash at End Period
Net Cash/(LT Debt)

2010A
0.4
0.0
0.0
4.2
0.0
4.6
0.0
0.0
4.6
0.0
0.0
0.0
4.6
14.3
(41.0)

2011F
9.9
6.5
6.5
9.6
0.0
19.6
8.7
(1.1)
11.9
0.0
0.0
(49.7)
(37.8)
11.9
6.4

2012F
29.7
19.8
19.8
3.6
0.0
33.3
68.4
0.0
(35.1)
0.0
45.0
14.7
29.6
41.5
21.2

2013F
89.9
30.5
30.5
9.5
0.0
99.4
25.7
0.0
73.8
0.0
0.0
0.0
73.8
115.3
95.0

2014F
136.8
31.1
31.1
12.5
0.0
149.4
22.8
0.0
126.6
0.0
0.0
0.0
126.6
241.9
221.6

Balance Sheet (A$m)
Cash/Bullion
Total Assets
Total Debt
Total Liabilities
Shareholders Funds

2010A
14.3
96.5
55.2
68.4
28.1

2011F
11.9
81.6
5.5
18.7
62.9

2012F
41.5
176.1
20.2
33.4
142.7

2013F
115.3
266.0
20.2
33.4
232.6

2014F
241.9
402.8
20.2
33.4
369.4

145.8
na
na

na
19.5
26.3

na
31.5
20.8

na
76.6
38.7

na
106.8
37.0

Valuation Summary of Operating Assets

Western Tanami
Central Tanami
Total TAM Share of Production

Western Tanami
44%

Cash Costs (US$/oz)
Total Costs (US$/oz)

Cash (est.)
2%

Gold Production Summary
200

1400

(koz)

1000
800

100

600
400

50

((US$/oz)

1200
150

200
0

0
2014F

2015F

Total TAM Share of Production
Price Received (US$/oz)

2016F

2017F

2018F

Cash Costs (US$/oz)

Mt

Total

0.0

0.0

0

Mt
551.0
493.0
594.0
100.0
3,258.0
5,324.0
1,168.0
1,417.0
1,272.0
1,400.0
15,577.0

Au g/t
13.5
4.0
2.6
2.4
2.0
3.2
2.0
2.9
2.6
0.7
2.9

Au koz (eq)
238
64
51
8
209
550
77
134
106
32
1,468

Mt
1,380.0
4,319.0
5,699.0

Au g/t
4.4
2.7
3.1

Au koz (eq)
194
368
562

21,276.0

3.0

2,030

Resources Inferred
Western Tanami
Central Tanami
Total
Total
Directors
Name
Mr Denis Waddell
Mr Graeme Sloan
Mr Alan Senior
Mr Lee Seng Hui

Au g/t

Au koz

Position
Non-Executive Chairman
Managing Director
Non-Executive Director
Non-Executive Director

Substantial Shareholders
Allied Properties Resources Limited
Sun Hung Kai Investment Services Limited

RESEARCH NOTE – PATERSONS SECURITIES LIMITED

Price Received (US$/oz)
Profit & Loss (A$m)
Sales Revenue
Other Income
Operating Costs
Exploration Exp.
Corporate/Admin
EBITDA
Depn & Amort
EBIT
Interest
Abnormals (pre-tax)
Operating Profit
Tax expense
Abnormals (post-tax)
NPAT
Normalised NPAT

Reserves & Resources
Reserves

Resources M&I
Coyote (Western Tanami)
Sandpiper (Western Tanami)
Kookaburra (Western Tanami)
Stockpiles (Western Tanami)
MLS153 (Central Tanami)
MLS167 (Central Tanami)
MLS168 (Central Tanami)
MLS180 (Central Tanami)
MLSA172 (Central Tanami)
Stockpiles (Central Tanami)
Total

Change
-15%
17%
4%
-4%
4%

Cost Summary

ABM Resources
6%

2013F

2014F
0.83
1219
17.82
1477

Production (koz)

Central Tanami
48%

2012F

2013F
0.92
1310
21.04
1432

Ratios
Net Debt/Equity (%)
Interest Cover (x)
Return on Equity (%)

%
23.5
10.6
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$1.40

3

$1.20

2.5

$1.00

2

$0.80

1.5
$0.60

1

$0.40

Volume (million)

Share Price ($)

Recommendation History

0.5

$0.20

0

$0.00
12 Months

Date

Type

Target Price Share Price Recommendation

Return

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.
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