Equities Research Report

Terramin Australia (TZN)

Tala Hamza upgrade confirms upside

On 13 October 2008, TZN announced a resource upgrade at their Tala
Hamza project in Algeria. The inaugural Indicated Resource at Tala
Hamza is 24.8Mt @ 1.8% Pb and 6.5% Zn with within an upgraded total
Inferred Resource of 58.6Mt @1.3% Pb and 5.2% Zn.

Tala Hamza upgrade in line with CommSec assumptions

TZN'’s objective was to upgrade a 20Mt high grade 'priority zone’ within the
maiden Inferred Resource of 55Mt @ 6.1% Pb+Zn to an ‘Indicated’ status
to be able to estimate a mining reserve for the pre-feasibility study which is
scheduled for December 2008.

The upgraded resource is consistent with the assumptions used in
CommSec's valuation.

Only one third of the deposit has been drilled and the resource remains
open to the southeast as well as up and down dip. The scope for further
resource upgrades is very high.

Angas mine open day

TZN held a mine open day at Angas on 8 October 2008 in which
CommSec participated. Angas continues to exceed expectations as it
ramps up to full capacity.

Conclusions

The recent announcements all support CommSec'’s valuation of TZN,
which is $5.11.

The Tala Hamza is consistent with, and slightly better than,
CommSec's assumptions

Significant resource potential remains at Tala Hamza

TZN’s Angas operation is performing ahead of CommSec’s
assumptions

While the US$ zinc price has been very soft in the last few weeks, the
AUD zinc price has been stable. The zinc price is generally consistent
with the assumptions used in CommSec's analysis.

CommSec affirms its BUY / OUTPERFORM recommendation on TZN..
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Recommendation*

Short term call BUY
Long term call OUT-PERFORM
Valuation $5.11
12 mth price target $5.46
52-week high $4.05
52-week low $0.90
Current price $0.96
Market Cap $105m
Previous short term call BUY

Previous long term call OUT PERFORM

Date of change N/A

*SHORT TERM (over the next 6 months we expect the share
price to:) Buy — Appreciate by >10%, Accumulate — Increase
between 2% and 10%, Reduce — Increase by less than 2% or
fall by up to 5%,Sell- Fall by >5%, Rev — Company is under
review - no recommendation available. LONG TERM (over the
next 24 months we expect the total return to:) Outperform (O /
P) — Exceed market return by >5%, Market Perform (M / P) —
Be in line with market return, +/-5%, Under Perform (U / P) —
Be less than market return by >5%, Rev — Company is under
review — no recommendation available.

Forecasts and ratios

YE Dec 07a 08e 09e 10e 1le
Sales $m $15m $26.3m $78m $91m $323m
NPAT $m  ($3.6m) ($2.4m) $2.8m $15.3m $69.7m
EPS (7.1c) (1.3¢c) 26c 141c 63.9c
EPS growth  (65%) 81% 292% 449% 355%
PE Ratio x (51  (72x) 37x 6.8 x 1.5x
DPS 00c 00c 00c 00c 6.0c
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AThe S&P/ASX 300 has been re-based to the stock’s starting share
price.

Important disclosures and analyst certifications regarding subject companies can be found in the Disclosure and Disclaimer Appendix of this document and
on our website at www.research.commbank.com.au. This report is published, approved and distributed by Commonwealth Securities Limited ABN 60 067 254 399
AFSL 238814. This report is approved and distributed in Hong Kong by Commonwealth Bank of Australia, Hong Kong Branch and its accredited Hong Kong
representative named on the back page of this report. Entities in the Group have managed or co-managed an equity securities capital raising for Terramin Australia in
the previous 2 years and have received fees from the company for this. Our analysts, and their associates, hold interests in the companies named in this report.
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Tala Hamza resource upgrade
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The Tala Hamza resource upgrade announced on 13 October included the delineation of a
24.8Mt Indicated Resource centred on a high grade core within the total resource that will now
become the focus of mining studies.

Table 1 below shows the details of the Tala Hamza upgraded resource (October 2008)
compared with the maiden resource prepared by Golder Associates (May 2007).

Table 1: Details of Tala Hamza resource upgrade and original resource

October 2008 May 2007
Resources Tonnes Lead Zinc  Metal Tonnes Lead Zinc  Metal
Indicated 24.8 Mt 1.82% 6.49% 2.06 Mt
Inferred 33.8 Mt 0.9% 43% 176 Mt 550Mt  11% 50% 3.36Mt
Total 58.6 Mt 1.3% 52% 3.82 Mt 550Mt 11% 50% 3.36Mt
Source: Terramin Australia, 13 October 2008

The upgraded Indicated Resource within the overall total Inferred Resource represents an
increase in drilling density (down to 50m) as well as a transition in reliance from historical
ORGM drilling data to predominantly WMZ drilling data.

Figure 1 below highlights the position of the priority zone’ 24.8Mt Indicated Resource within
the upgraded total Inferred Resource of 58.6Mt.

Figure 1: Tala Hamza Indicated and Inferred resources
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Although historical ORGM assay results were validated for use in the resource model by
drilling 'twin holes’, the confidence of the Indicated Resource and the upgraded total Inferred
Resource is substantially improved by the inclusion of significantly more WMZ drillholes in the
model.

Table 2 below highlights the composition of drilling data between the original and updated
resources for Tala Hamza.

Table 2: Drillhole data comparison between the original and upgraded resources

Data Upgraded Resource Original Resource
ORGM Dirillholes 28 30
WMZ Drillholes 34 5*
Total 62 35

Source: Terramin Australia Ltd, CommSec

Note: One of the 5 WMZ drillholes used in the original resource estimate contained geological data only

As all recent drilling has focussed on upgrading the ‘priority zone’ within the original Inferred
Resource to Indicated status:

the total Inferred Resource remains largely defined by ORGM drilling, and

92% of all holes within the new Indicated Resource are drilled by WMZ.

There is significant potential for further resource increases and upgrades given that only one
third of the deposit has been drilled to date and further extensive high grade areas remain
classified within the Inferred Resource shell due to insufficient drilling density.

: Key point

" The key takeaway from the resource upgrade announcement is that TZN was able to add
* 12% to their in-situ metal inventory by effectively drilling within the existing boundaries of the
* original resource

Presently there are three rigs at Tala Hamza which are all focussed on geotechnical and
hydro-geological data collection which will be incorporated in the pre-feasibility study that is
due in December 2008.

Application for a Mining Lease in early 2009 is expected to follow the finalisation of the
feasibility study.
Angas Mine open day

On 8 October 2008, TZN hosted an open day at its Angas mine for analysts, service providers
and investors.

After commencing continuous operations on 18 July 2008, mine performance at Angas has
continued to exceed expectations during the key ramp up stage when mill feed is primarily
sourced from development ore.

14 October 2008, 6:49AM AEST 3
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With a second Jumbo expected to be delivered onsite in the coming week and with access to
the first stope ore imminent, Angas is poised to continue to deliver exceptional performance in
light of being such a relatively small scale underground operation.

Why Angas?

The Angas operations are able to leverage a series of key advantages that allow the mine to
perform beyond expectations for it size. The key operating advantages that Angas have are
outlined below.

Shallow ore — which minimises the amount of overburden and waste to be removed.
Coarse grind ore — which requires less power and smaller filtration and thickening tanks.
Grid power — which provides low power costs as the grid passes 100m from the site.
Town housed personnel — the lack of fly-in/fly-out saves up to $260k/mth.
By-product credits — gold and silver credits cover 70-80% of site operating costs.
Local services — the mine carries little or no inventory of spares or supplies.
The Angas decline is currently 140m below surface with three levels currently being worked
(75RL, 95RL & 120RL). The forthcoming September Quarterly report will provide the first

detailed operational cost guidance for the Angas mine ahead of the transition from
development to stope ore.

Figure 2 below shows a Jumbo working underground at Angas.

Figure 2: Jumbo underground at Angas

Source: CommSec
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Zinc concentrate is hauled by truck-trailer in 44t consignments three times a day (6am, 10am
& 2pm) to Port Adelaide. As soon as a 5,000t consignment has been accumulated, vessel
transport is arranged for its shipment to a zinc smelter in Korea.

Lead concentrate is hauled by B-Double in 33t consignments to the smelter at Port Pirrie as
accumulated. TZN invoice the smelter the day after delivery and generally receive payment

within two weeks.

CommSec’s valuation is $5.11

CommsSec's valuation of TZN is $5.11 per share as shown in Table 3 below.

Table 3: CommSec base case valuation of TZN is $5.11

Discount rate = 12.5 %
100%
Angas $97m
franking credits $8m
Tala Hamza $657m
Menninnie Dam $93m
franking credits $ 40m
Administration ($28m)
Net Debt / Cash ($15m)
TOTAL $853m
Shares on Issue 109.065m

Source: CommSec estimates

Conclusions

31-Dec-07
Product
$87m
$6m
$ 460m
$37m
$12m
($28m)
($15m)
$ 559m
FPO shares

13-Oct-08

per share
69c 110c
5c 5c
366¢ 415c
30c 34c
10c 11c
(23c) (23c)
(12¢) (40c)
445¢ 511c
16.78m options

The quality and confidence associated with the Tala Hamza Indicated Resource and the
upgraded total Inferred Resource confirm our opinion that the project has the potential to:

achieve world class status from continued resource upgrades, given the under explored

nature of the region, and

time its development to coincide with the projected rebound in zinc prices forecast for

post-2010.

The three keys to CommSec’s analysis are

Angas ramp-up and operations performance

Tala Hamza resource

The zinc price.

All of these are performing consistent with CommsSec’s expectations.

CommSec maintains a BUY / OUT PERFORM recommendation on TZN with a valuation of

$5.11 per share.

14 October 2008, 6:49AM AEST
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Financials

Terramin Australia Limited (TZN) Year End December Current Share Price : 12 month return Shortterm  Long Term
Income Statement FY 07a FY 08e FY 09e FY 10e FY 11e $0.96 468 % OUT-PERFORM
Sales $2m $26m $78m $91m $323m
Operating Costs $6m $23m $56m $56m $149m Assumptions FY 07a FY 08e FY 09e FY 10e L-R
EBITDA ($4.6m) $3.2m $21.6m $34.3m $173m Zinc Price US 147c/lb US 91c/lb US 73c/lb  US 88c/lb US 91c/lb
Hedge Book Lead Price US 58c/lb  US 115c/lb US 104c/lb  US 68c/lb US 68c/lb
Depreciation & Amortisation $0.2m $5.3m $13.8m $13.8m $24.6m Silver price $11.55/0z $13.39/0z $16.68/0z  $15.50/0z $12.50/0z
EBIT ($4.8m) ($2.1m) $7.8m $20.6m $149m A$/US$ 0.754 0.840 0.914 0.850 0.770
Net Interest Expense (Revenue) ($1.2m) $0.3m $5.0m $5.2m $3.5m
Pre-Tax Profit ($3.6m) ($2.4m) $2.8m $15.3m $145.3m Major Shareholders Holding
Tax Expense/(Benefit) $0.0m $0.0m $0.0m $0.0m $29.9m David Paterson 8.7%
Minorities $0.0m $0.0m $0.0m $0.0m $45.7m Kevin Moriarity 8.6 %
Reported NPAT ($3.6m) ($2.4m) $2.8m $15.3m $69.7m Colin Jackson 1.4 %
Significant Items (After Tax) $0.0m $0.0m $0.0m $0.0m $0.0m  J.P. Morgan Chase & Co 79 %
NPAT (Pre-Significant Items) ($3.6m) ($2.4m) $2.8m $15.3m $69.7m Geologic Resource Funds 6.5 %
EBITDA Margin (%) (300%) 12% 27.6% 37.8% 53.7%  Deephaven Capital Management LLC 6.5 %
Effective tax Rate (%) 0.0% 0.0% 0.0% 0.0% 20.6%
EPS Reported (cps) (7.1c) (1.3c) 2.6¢ 14.1c 63.9c Production FY 07a FY 08e FY 09e FY 10e FY 11le
EPS Pre Significant Items (c) (7.1c) (1.3c) 2.6c 14.1c 63.9c Angas Zinc (payable) 0.0 kt 5.2 kt 25.3 kt 24.0 kt 21.3 kt
DPS (c) 0.0c 0.0c 0.0c 0.0c 6.0c Angas Lead equiv, payable 0.0 kt 2.9kt 14.5 kt 12.7 kt 11.5kt
Payout Ratio (%) 0% 0% 0% 0% 9% Tala Hamza Zinc pay. TZN share 0.0 kt 0.0 kt 0.0 kt 0.0 kt 23.6 kt
Franking (%) 0% 0% 0% 0% 100% Tala Hamza Lead pay. TZN share 0.0 kt 0.0 kt 0.0 kt 0.0 kt 7.4kt

Menninnie Dam Zinc, TZN 0.0 kt 0.0 kt 0.0 kt 0.0 kt 0.0 kt
Cash Flow Statement FY 07a FY 08a FY 09e FY 10e FY 11le Menninnie Dam Lead. TZN 0.0 kt 0.0 kt 0.0 kt 0.0 kt 0.0 kt
EBITDA ($4.6m) $3.2m $21.6m $34.3m $173.4m TOTAL, Zinc payable, TZN 0.0 kt 9.9 kt 47.4 kt 43.8 kt 79.3 kt
cashflow form hedges $6.6m $11.9m
Change in Working Capital $0.0m ($0.5m) ($1.1m) ($1.1m) ($5.4m) Reserves & Resources FY 07a FY 08e FY 09e FY 10e FY 11e
Net Interest (paid)/received ($1.2m) $0.3m $5.0m $5.2m $3.5m Angas Reserves 241 Mt 2.28 Mt 1.88 Mt 1.48 Mt 1.08 Mt
Tax Paid $0.0m $0.0m $0.0m $0.0m ($3.3m) zinc 7.00 % 7.00 % 7.00 % 7.00 % 7.00 %
Operating Cash Flow ($5.8m) $9.6m $37.4m $38.4m $168.3m lead 272% 272% 272% 272% 2.72%
Exploration / Net acquisitions ($3.0m) ($8.0m) ($8.0m) ($5.0m) ($5.0m) copper 0.24 % 0.24 % 0.24 % 0.24 % 0.24%
Project + Sustaining Capex ($49.9m) ($ 65.8m) ($56.0m) ($104.0m) ($10.8m) silver 31 g/t 31 g/t 31gft 31 g/t 31gft
Other investing items $0.0m $0.0m $0.0m $0.0m $0.0m gold 0.48 g/t 0.48 g/t 0.48 g/t 0.48 g/t 0.48 g/t
Investing Cash Flow ($52.9m) ($73.8m) ($64.0m) ($109.0m) ($ 15.8m) Tala Hamza Resource (100%) 55.0 Mt 55.0 Mt 55.0 Mt 55.0 Mt 54.2 Mt
Inc/(Dec) in Equity $32.8m $34.4m $0.0m $0.0m $0.0m zinc 6.3% 6.3% 6.3 % 6.3% 6.3 %
Inc/(Dec) in Borrowings $25.9m $29.8m $26.7m $70.6m ($149.3m) lead 19 % 19% 19% 19% 19%
Dividends Paid $0.0m $0.0m $0.0m $0.0m ($3.3m)
Financing Cash Flow $58.8m $64.2m $26.7m $70.6m ($152.6m) Valuation 31 December 2007 13-Oct-08
Net Inc/(Dec) in Cash ($25.9m) ($29.8m) ($26.7m) ($70.6m) $149.3m Real Discount Rate : 12.5%

Angas $97m $87m 69c 110c
Balance Sheet ($A m) FY 07a FY 08a FY 09e FY 10e FY 11e franking credits $8m $6m 5¢c 5c
Cash $39.4m $39.4m $39.4m $39.4m $39.4m Oued Amizour $657m $460m 366¢ 415¢
Other Current Assets $1.8m $1.3m $1.0m $1.0m $1.0m Menninnie Dam $93m $37m 30c 34c
Total Current Assets $41m $41m $ 40m $ 40m $40m franking credits $40m $12m 10c 1lc
Fixed Assets $61.4m $121.9m $164.2m $254.5m $240.7m Administration ($28m) ($28m) (23¢c) (23c)
Explor'n & Evalu'n $10.9m $18.9m $26.9m $31.9m $36.9m Net Debt / Cash ($15m) ($15m) (12c) (40c)
Other $52m  ($350m) ($54.4m)  ($62.6m) ($124.8m) TOTAL $853m $559m 444c sllc
Total Assets $119m $147m $177m $264m $193m Shares on Issue 109.065m FPO shares 16.782m options
Current Liabilities $10.5m $11m $12m $13m $19m
Long term Debt - $52.7m $82.6m  $109.2m  $179.8m $30.5m 300kt TZN : equity produciton, zinc equivalent
Other Non Current Liabilities $2.0m $2.0m $2.0m $2.0m $2.0m
Total Liabilities $65m $96m $123m $195m $51m 250kt 4
Total Equity $53m $51m $54m $69m $142m o
Net Debt (Cash) $149m  $447m  $714m  $1420m  ($7.3m) B Menninnie

200kt 4
Leverage FY 07a FY 08e FY 09 FY 10e FY 1le Tala Hamza
Net Debt/Equity 28 % 88 % 133 % 206 % (5%) 150kt - B Angas
Net Debt/Total Assets 13% 31% 40 % 54 % (4%)
Interest Cover (x) n/a (7.4x) 1.6x 39x 42.1x
Dividend Cover (x) nl/a nl/a nl/a nl/a 10.7 x 100kt
Valuation Ratios (x) FY 07a FY 08e FY 09e FY 10e FY 11e 50kt -
P/E Multiple (51x) (72x) 37 x 6.8 x 15x
Price To Book Value 15.9x 2.0x 28x 29x 21x A
(456x) (31x) (10x) 7.1x 40x Okt T ! I

Price To Cash Flow

EBITDA Multiple (65x) 33x 5x 3.4x 0.7x 2007 2009 2011 2013 2015 2017 2019 2021 2023

EBIT Multiple (153x) (22x) (50x) 15.0 x 5.7x
Dividend Yield 0% 0% 0% 0% 6% Source : IRESS, CommSec

Source: CommSec estimates
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All Investors: Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 ("CommSec"), is a wholly owned, but non-guaranteed, subsidiary of the
Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank"). The Bank and CommSec are incorporated in Australia with limited liability. The Bank
and its subsidiaries, including CommSec, Commonwealth Australia Securities LLC, CBA Europe Ltd and Commonwealth Research, are domestic or foreign entities or
business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their directors, employees and representatives are referred to in this
Appendix as “the Group”. This report is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy any securities or
financial instruments. This report has been prepared without taking account of the objectives, financial situation and capacity to bear loss, knowledge, experience or
needs of any specific person who may receive this report. No member of the Group does, or is required to, assess the appropriateness or suitability of the report for
recipients who therefore do not benefit from any regulatory protections in this regard. All recipients should, before acting on the information in this report, consider the
appropriateness and suitability of the information, having regard to their own objectives, financial situation and needs, and, if necessary seek the appropriate
professional, foreign exchange or financial advice regarding the content of this report.

We believe that the information in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information
available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of
any statement made in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and may differ or be
contrary to the opinions, conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, and do not, update or keep current the
information contained in this report. The Group does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Any
valuations, projections and forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties.
Different assumptions and estimates could result in materially different results. The Group does not represent or warrant that any of these valuations, projections or
forecasts, or any of the underlying assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided,
provides, or seeks to provide, investment banking, capital markets and/or other services, including financial services, to the companies described in the report and their
associates. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject any entity within the
Group to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright
to the Group. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
written permission of the appropriate entity within the Group. In the case of certain products, the Bank or one of its related bodies corporate is or may be the only
market maker. The Group, its agents, associates and clients have or have had long or short positions in the securities or other financial instruments referred to herein,
and may at any time make purchases and/or sales in such interests or securities as principal or agent, including selling to or buying from clients on a principal basis and
may engage in transactions in a manner inconsistent with this report.

European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (‘CBAE”). The Bank and CBAE are both
registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not
purport to be a complete statement or summary. For the purpose of the FSA rules, this report and related services are not intended for retail customers and are not
available to them. The products and services referred to in this report may put your capital at risk. Investments, persons, matters and services referred to in this report
may not be regulated by the FSA. CBAE can clarify where FSA regulations apply.

Singapore Investors: This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (company number F03137W) and is made available
only for persons who are Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers Act. It has not been prepared for, and
must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor.

Hong Kong Investors: This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong Branch. The Hong Kong
Branch is a registered institution with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) and Type 4 (Advising on securities) regulated
activities under the Securities and Futures Ordinance. Investors should understand the risks in investments and that prices do go up as well as down, and in some
cases may even become worthless. Research report on collective investment schemes which have not been authorized by the Securities and Futures Commission is
not directed to, or intended for distribution in Hong Kong.

All investors - Analyst Certification and Disclaimer: Each research analyst, primarily responsible for the content of this research report, in whole or in part, certifies that
with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those
securities or issuers; and (2) 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 the report. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing, and interpreting market information. Directors or employees of the Group may serve or may have served as
officers or directors of the subject company of this report. The compensation of analysts who prepared this report is determined exclusively by research management
and senior management (not including investment banking). No inducement has been or will be received by the Group from the subject of this report or its associates to
undertake the research or make the recommendations. The research staff responsible for this report receive a salary and a bonus that is dependent on a number of
factors including their performance and the overall financial performance of the Group, including its profits derived from investment banking, sales and trading revenue.

Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or
other services CommSec provides, these are set out in the CommSec Financial Services Guide (FSG) and relevant Product Disclosure Statements (PDS). Our
employees may be eligible for an annual bonus payment. Some representatives’ bonus payments may be up to 50% of initial fees, and 10% of ongoing fees and
commissions that CommSec receives from the placement of a financial product. Bonus payments are discretionary and based on objectives that include business
outcomes, customer service, people engagement, special tasks and people principals. Our employees may also receive benefits such as tickets to sporting and
cultural events, corporate promotional merchandise and other similar benefits. If you have a complaint, CommSec's dispute resolution process can be accessed on
131519.
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