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Tala Hamza! Its BIG!

One stop shop for zinc and lead

¢ Mining of the Angas decline began last week. While modest in size, the Angas
operation will provide funds toward development of the huge Tala Hamza deposit in
Algeria. With process plant construction to begin in October '07 first concentrates Stock code: TZN

from Angas are expected in August '08. TZN provides unrivalled zinc and lead

leverage albeit at an early stage and with some sovereign risk. With continued high Share price: $3.25
grade drill intercepts from Tala Hamza we remain positive on the deposit and as a Recommendation: BUY
zinc and lead growth story TZN should be one of the greatest beneficiaries of the fon:
base metals boom. We reiterate our BUY recommendation ahead of our $3.83/sh
price target. $3.45 $4.21
e Oued Amizour (TZN 65%): The Oued Amizour project in Algeria contains the world / )
class Tala Hamza zinc sulphide deposit. With an inferred resource of 55Mt of 5.0% POSITIVE
zinc and 1.2% lead, it represents one of the largest undeveloped zinc deposits in the
world. Located just 15km from a deep water port and on Europe’s doorstep, Tala S&P/ASX 300 = 6414

Hamza will be one of the largest zinc deposits to be brought on line in the next 5
years. Recent drilling has been higher grade than that used for the initial resource
due to improved recoveries and more drilling is required (30,000m planned). Two
more rigs are being imported, bringing the total to four and an international
engineering group will be selected by the end of the month to manage the scoping

Analyst

study( due year end) and the pre-feasibility study (due August '08). Analyst: Levi Spry
Phone: (+61 8) 9263 1610
Email: Ispry@psl.com.au

¢ Angas Zinc (TZN 100%): The Angas zinc deposit is only 70km from Adelaide in
South Australia. Angas is fully funded by a debt facility from Investec and Sempra. It
will produce over 30,000tpa zinc and 12,000tpa lead with gold, silver and copper
credits from August '08. At current prices the lead concentrate and contained credits
would almost cover site cash costs with the zinc production for free!

¢ Menninnie Dam JV (TZN 30%, ZFX 70%): Operated by TZN, the Menninie Dam JV
in South Australia will have a zinc/lead resource out by Christmas. The project is
located only 130km from the Port Pirie lead smelter and port.

*  Our DCF derived price target of $3.83/sh is based on a large underground operation
at Oued Amizour and LME forward prices returning to long term average prices of
US$0.75/Ib for zinc and US$0.30/Ib for lead, by March 2011.

Company Statistics & Performance Investment Summary

Shares on Issue 97.6m Daily Vol. 262,236 Year End December 31 2007F 2008F 2009F 2010F
Market Cap. $317.2m Debt $13.7m Reported Earnings
52 Week Range $1.24 - $3.31 Cash $13.1m Net Profit ($m) (16.7) (9.5) 30.4 43.0
EPS (cents) (17.1) (9.8) 31.2 44.0
$3.50 - r 3,500 EPS growth (%) na 57.2 (318.5) 141.3
PER (x) (19.0) (33.2) 10.4 7.4
$3.00 - r 3,000 EBITDA
EBITDA ($m) (15.0) 6.1 72.0 103.6
EV/EBITDA (X) (22.3) 64.4 5.6 3.8
$2.50 r 2,500
R Cashflow Multiples
£ o Gross Cashflow ($m) (16.7) (1.9) 50.4 72.7
g $2.00 - - 2,008 GCFPS (cents) (17.1) (2.0) 51.6 74.5
5 ® PGCF (x) (19.0) (162.9) 6.3 4.4
° 5 Free Cashflow ($m) (45.7) (59.7) (8.5) 9.9
5 $1.50 M F 1,5002 FCFPS (cents) (46.8) (61.2) (8.7) 10.1
? PFCF (x) na na na 32.1
$1.00 ~ 1,000 Dividend
Dividend (cents) 0.0 0.0 0.0 0.0
Yield (%) 0.0 0.0 0.0 0.0
$0.50 I | i| ”‘ - 500 Franking (%) 0.0 0.0 0.0 0.0
$0.00 b Lo
Last 12 Months
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Terramin Australia Ltd $3.25
Valuation A$m A$/sh
Angas Zinc project 77 0.73
Oued Amizour Zinc project 283 2.67
Menninnie Zinc project 20 0.19
Corporate (46) (0.43)
Unpaid Capital 13 0.12
Debt (14) (0.13)
Exploration 60 0.57
Equity Investments 0 0.00
Cash 13 0.12
NPV 407 3.83
@ 8% Discount Rate
Sensitivities -10% 0 +10%
2%.US% $4.33 $3.83 $3.43
Zinc Price $2.76 $3.83 $4.91
Lead Price $3.66 $3.83 $4.01
Valuation Summary of Operating Assets
Menninnie Zinc
project
Oued Amizour Zinc 5%
pé?;:t Exploration
14%
Angas Zinc project
18%
Zinc Production Summary
200 r $2.00
150 4 F $1.50
i~
£ 100 4 F$1.00 &
\. 3
50 - r $0.50
0+ 1, | | . $0.00
2008F 2009F 2010F 2011F
3 Group Zn Production (kt) === Group Zn Cash Cost (US$/Ib)
== 7Zinc (US$/Ib)
Reserves & Resources
TReserves (M) (%, glt) _ (kt,koz)
Angas Zinc 2.00
Zinc 8.3 166
Lead 3.1 62
Copper 0.3 6
Silver 33.0 660
Gold 0.5 10
Resources (Mt) (%, g/t)  (kt,koz)
Angas Zinc 3.04
Zinc 8.3 252
Lead 3.1 94
Copper 0.3 9
Silver 34.0 1,034
Gold 0.5 15
Oued Amizour 55
Zinc 5.0 2,750
Lead 1.2 660
Directors
Name Position

CEO/Executive Chairman
Non Executive Director
Non Executive Director
Non Executive Director
Non Executive Director

Shares (m)
9.17
9.03
5.82
5.03
48.2

%
9.88
9.73
6.27
5.42
51.9

Year End Dec 31

Commodity Assumptions 2007F 2008F 2009F 2010F
AS:USS $0.83 $0.81 $0.78 $0.73
Gold (US$/0z) $664 $711 $752 $794
Silver (US$/0z) $13.33 $14.43 $15.09 $12.82
Copper (US$/Ib) $3.17 $3.05 $2.70 $2.27
Zinc (US$/Ib) $1.58 $1.40 $1.25 $1.07
Lead (US$/Ib) $1.12 $1.27 $1.04 $0.70
Production Summary 2007F 2008F  2009F 2010F
Angas Zinc project

Zn in Concentrate (kt) 9.1 34.6 30.6
Pb in Concentrate (kt) 3.2 11.6 10.9
Cu in Concentrate (kt) 0.3 0.9 0.9
Silver in Cu Concentrate (moz) 0.1 0.3 0.3
Gold in Cu Concentrate (koz) 1.4 5.2 4.9
Zn Cash Costs (US$/Ib) $0.35 $0.32 $0.40
**(Net of Pb, Cu, Ag & Au credits)**

Oued Amizour Zinc project

Zn in Concentrate (kt) 37.9
Pb in Concentrate (kt) 21.6
Zn Cash Costs (US$/Ib) $0.50
**(Net of Pb credits)**

Group Zn Production (kt) 9.1 34.6 68.5
Group Zn Cash Cost (US$/Ib) $0.35 $0.32 $0.40
**(Net of all credits)**

Profit & Loss (A$m) 2007F 2008F 2009F 2010F
Sales Revenue 0.9 35.2 1221 184.2
Other Income 0.5 0.7 1.5 21
Operating Costs 0.0 10.5 30.9 61.5
Exploration Exp. 10.7 13.2 14.5 14.8
Corporate/Admin 5.7 6.1 6.2 6.4
EBITDA (15.0) 6.1 72.0 103.6
Depn & Amort 0.0 7.5 20.0 29.8
EBIT (15.0) (1.4) 52.0 73.9
Interest 1.7 71 8.5 125
Operating Profit (16.7) (8.5) 43.4 61.4
Tax expense 0.0 11 13.0 18.4
Minorities 0.0 0.0 0.0 0.0
Abnormals and FX adjustments 0.0 0.0 0.0 0.0
NPAT (16.7) (9.5) 30.4 43.0
Normalised NPAT (16.7) (9.4) 30.4 43.0
Cash Flow (A$m) 2007F 2008F 2009F 2010F
Adjusted Net Profit (16.7) 9.4) 30.4 43.0
+ Interest/Tax/Expl Exp 124 21.4 36.1 45.7
- Interest/Tax/Expl Inc 12.3 21.4 36.1 45.7
+ Depn/Amort 0.0 7.5 20.0 29.8
+/- Other 0.0 0.0 0.0 0.0
Operating Cashflow (16.7) (1.9) 50.4 72.7
- Capex (+asset sales) 25.3 57.8 58.9 62.8
- Other investing cashflow 3.8 0.0 0.0 0.0

- Working Capital Increase 0.0 0.0 0.0 0.0
Free Cashflow (45.7) (59.7) (8.5) 9.9

- Dividends (ords & pref) 0.0 0.0 0.0 0.0
+ Equity raised 10.1 0.0 0.0 0.0
+ Debt drawdown (repaid) 40.3 67.8 21.9 39.7
Net Change in Cash 8.1 13.4 49.6 (2.6)
Cash at End Period 14.1 35.6 85.2 82.6
Net Cash/(LT Debt) (32.8) (92.6) (101.1) (91.2)
Balance Sheet (A$m) 2007F 2008F  2009F 2010F
Cash/Bullion 141 22.2 35.6 85.2
Total Assets 91.9 159.5 235.2 334.7
Total Debt 46.7 114.2 136.0 175.5
Total Liabilities 59.9 137.0 1824 238.8
Shareholders Funds 31.9 22.5 52.9 95.9
Ratios

Net Debt/Equity (%) 102.8 411.8 191.1 95.1
Interest Cover (x) na na 6.1 5.9
Return on Equity (%) 57.5 448
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Simon Oaten — Oil & Gas Analyst Phone: (+61 3) 8803 0144 Email: soaten@psl.com.au
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Industrials
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Phil Schofield Phone: (+61 2) 8238 6223 Email: pschofield@psl.com.au
Michael Brindal Phone: (+61 2) 8238 6274 Email: mbrindal@psl.com.au
Dan Bahen Phone: (+61 2) 8238 6237 Email: dbahen@psl.com.au
Paul Doherty Phone: (+61 3) 8803 0108 Email: pdoherty@psl.com.au
Trent Foxe Phone (+61 2) 8238 6265 Email tfoxe@pls.com.au
Andrew Frazer Phone: (+61 8) 9263 1241 Email: afrazer@psl.com.au
Jason Lal Phone: (+61 2) 8238 6276 Email: jlal@psl.com.au

Ben Mcllvride Phone: (+61 2)8238 6253 Email: bmcilvride@psl.com.au
Jeremy Nugara Phone: (+61 3) 8803 0166 Email: jnugara@psl.com.au
Trevor Pike Phone: (+61 3) 8803 0110 Email: tpike@psl.com.au
Nicholas Whiteley Phone: (+61 2)9238 6244 Email: nwhiteley@psl.com.au
Sandy Wylie Phone: (+61 8) 9263 1232 Email: swylie@psl.com.au

Important Notice: Copyright 2007. The contents contained in this report are owned by Patersons Securities Limited (“Patersons”) and are protected by the Copyright Act 1968 and the copyright laws of
other countries. The material contained in this report may not be copied, reproduced, republished, posted, 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 (-5% to +5% total return) and Sell (> 5% 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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