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Positive PFS

Pre-Feasibility Results:

Emerging gold and iron ore developer Crusader Resources (CAS) has released positive
Pre-Feasibility Study (PFS) results for the Borborema Gold Project in northeast Brazil.

Initial studies were based on an open pit mining operation utilising a 3Mtpa conventional
gravity plus CIL processing plant. Preliminary optimisation work resulted in an “in-pit
Resource” containing 63% of the current Indicated and Inferred 44Mt @ 1.3g/t for
1.9Moz.

Key study numbers: US$169m capital expenditure (including 15% contingency),
~130kozpa production, 1.4g/t head grade, 96% metallurgical recovery, US$558/0z cash
costs (excluding royalties) and a 9 year mine life.

Although the PFS was managed by CAS, numerous independent consultants included:
. Mineral Resource model - Mitchell River Group

. Mine design and production schedule - AMC Consultants

. Metallurgical testwork and process route definition — Testwork Desenvolvimentos

. Plant design and infrastructure - Onix Engenharia

Impact: Positive

Argonaut’s updated valuation is $2.10 assuming US$1,100/0z long term gold, 127kozpa
production, 1.4g/t head grade, US$190m capital expenditure, and US$600/0z cash costs.
Good local infrastructure (roads, water, power) has supported the case for modest capex.

Next steps at Borborema include:
e  September - Completion of deeper extensional drilling
e  October - Resource upgrade, which incorporates ~13,000m of additional drilling

e  October - Commencement of a Bankable Feasibility Study

View: Positive

CAS is managed by an experienced, in country team, and has capitalised well on
favourable but under-explored geology. While the PFS has outlined a base case
production scenario, scope exists for mine life and production increase from potential
exploration success in the 1300km? regional tenement.

Recommendation: Spec Buy
Analysts: Argonaut has updated its valuation to $2.10 (was $2.07).
Patrick Chang
Troy Irvin
Tim Serjeant
Argonaut Securities Research 1 Crusader Resources



3Mtpa open pit operation...

...1.2Moz of “in-pit
Resource”...

...served by existing
infrastructure...

...processed by conventional
gravity and CIL plant

ARGONAUT

Positive PFS

Initital studies completed were based on an open pit mining operation (Figure 1) utilising a
3Mtpa conventional gravity plus CIL processing plant (Figure 2). Preliminary pit optimisation
work resulted in an “in-pit resource” containing 63% of the current Indicated and Inferred

44Mt @ 1.3g/t for 1.9Moz Resource.

Figure 1: Proposed Site Layout
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Key study numbers: US$169m capital expenditure (including 15% contingency), ~130koz pa
production, 1.4g/t head grade, 96% metallurgical recovery, US$558/0z cash costs (excluding
royalties) and a 9 year mine life.

Figure 2: Proposed Plant Design
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The contained oz could
sustain a 9 year mine life at
~130kozpa

...low average cash cost of
$600/0z...

...undiluted valuation of
$2.10

ARGONAUT

Valuation revision
Based on the PFS parameters, Argonaut has updated its valuation for CAS.

The current contained ounces (optimised for a US$1150/0z gold price, 10% diluted) could
sustain a 9 year mine life, averaging ~130kozpa.

Given the local infrastructure, modest capex is expected. Under the study, grid power will be
supplied via a 30km 138kv powerline to be constructed from the town of Santa Cruz. A water

storage facility will be constructed 7.3km downstream from the plant, and should capture
sufficient water for the project.

Table 1: CAS Valuation

Key Project Assumptions

Borborema Posse
Ownership % 100 % 100
Ore milled Mtpa 3 Mtpa 1
Head Grade (diluted) g/t Au 1.4 Fe % 41
Recovery % 92% Weight % 51
Production Au koz 127 kt 512
Mine Life yrs 9 yrs 8
Capex uUsS$m 190 uUs$m 10
Cash Costs - uninflated* US$/oz 600 US$/t 30
Long Term Pricing
Gold price US$/oz 1100
Iron Ore price US$/t 50
Exchange rate A$:US$ 0.80
Fiscal
Government royalty % 2.0 % 5.0
Tax Rate % 34.0
Discount Rate % 10.0

*Denotes average over life of mine

Summary Valuation

Crusader Resources A$m $ps
Borborema 169 1.54
Posse 32 0.29
Corporate -10 -0.09
Cash Estimate 20 0.18
Exploration 20 0.18
Debt 0 0.00
Total @ 10.0% Discount Rate 231 2.10

Source: Argonaut
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650) (“ASPL") for the use of the clients of ASPL and its related bodies corporate (the
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to
any other person. If you are not the intended recipient you must not use or disclose the
information in this report in any way. ASPL is a holder of an Australian Financial Services
Licence No. 274099 and is a Market Participant of the Australian Stock Exchange Limited.

Nothing in this report should be construed as personal financial product advice for the
purposes of Section 766B of the Corporations Act. This report does not consider any of
your objectives, financial situation or needs. The report may contain general financial
product advice and you should therefore consider the appropriateness of the advice
having regard to your situation. We recommend you obtain financial, legal and taxation
advice before making any financial investment decision.

This research is based on information obtained from sources believed to be reliable and
ASPL has made every effort to ensure the information in this report is accurate, but we do
not make any representation or warranty that it is accurate, reliable, complete or up to
date. The Argonaut Group accepts no obligation to correct or update the information or
the opinions in it. Opinions expressed are subject to change without notice and accurately
reflect the analyst(s)’ personal views at the time of writing. No member of the Argonaut
Group or its respective employees, agents or consultants accepts any liability whatsoever
for any direct, indirect, consequential or other loss arising from any use of this research
and/or further communication in relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial
product, or to engage in or refrain from engaging in any transaction. The Argonaut Group
and/or its associates, including ASPL, officers or employees may have interests in the
financial products or a relationship with the issuer of the financial products referred to in
this report by acting in various roles including as investment banker, underwriter or
dealer, holder of principal positions, broker, director or adviser. Further, they may buy or
sell those securities as principal or agent, and as such may effect transactions which are
not consistent with the recommendations (if any) in this research. The Argonaut Group
and/or its associates, including ASPL, may receive fees, brokerage or commissions for
acting in those capacities and the reader should assume that this is the case.

There are risks involved in securities trading. The price of securities can and does
fluctuate, and an individual security may even become valueless. International investors
are reminded of the additional risks inherent in international investments, such as
currency fluctuations and international stock market or economic conditions, which may
adversely affect the value of the investment.

The analyst(s) principally responsible for the preparation of this research may receive
compensation based on ASPL’s overall revenues.

© 2011. All rights reserved. No part of this document may be reproduced or distributed
in any manner without the written permission of Argonaut Securities Pty Limited.
Argonaut Securities Pty Limited specifically prohibits the re-distribution of this document,
via the internet or otherwise, and accepts no liability whatsoever for the actions of third
parties in this respect.
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