The Economic Need to Explore Undercover
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Workshop on ExplorationUndercover;
challenges and opportunitiesforindustry, academiaand govemment
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~1M Cash
Market Cap of $8.5M
EM survey outlines 3 priority “Insufficient funds to be effective”
r08 conductors and recce drilling
confirms Ni-Cu anomalies




The Imperative to Explore Undercover

* Ensure resource inventory matches demand
* Readily identifiable resources (outcropping) discovered

* Next tier of major deposits will come from greenfield areas —
areas that have been considered too deep, too remote or too
difficult to explore

* Style of exploration will need to change (empirical and
conceptual)




Discoveries are getting deeper,....

Table 1 - Average depth of cover for Greenfield and Brownfield Discoveries (in metres)

in Australia: 1950-2012 (Source: MinEx Consulting © August 2012) * Reg d | |y [ d ent |f| a b | e resources h ave
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Number of deposits found each year — by Region
Mineral deposits® found in the World: 1975-2012

& China+FSU+EE+ME
Western Europe

W Africa
Pacific / SE Asia
Latin America
USA

m Canada

M Australia

Caution:
Incomplete data in

I recent years

1975 1980 1985 1990 1995 2000 2005 2010

Due to delays in reporting of
discoveries, expect the final
number to be 2-3x larger
Note: # Discoveries are for deposits >0.1 Moz Au, >5kt U,0,, >10 kt Ni, >0.1 Mt Cu-equiv
Excludes satellite deposits within existing Camps )
Excludes bulk mineral discoveries Source: MinEx Consulting ® July 2013
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....and they cost more to find!

Discovery rate versus spend
Western World non-ferrous exploration spend and discoveries

Number of Discoveries 2012 USS Billion

200 Estimated No of unreported discoveries T $20

mmm Number of Discoveries S
Exploration Expenditures Even after a.d]usun-g for'

$15 unreported discoveries . in

the last 5 years a large gap
Between 2002 & 2012 WW has opened up between

spend went up 8x and expenditures and number of

discovery rate up ~3x $10 deposits found

.. Gap due to higher

input costs (labour,

drilling and admin)

$5

0
1975 1980 1985 1990 1995 2000 2005 2010

Note: Excludes expenditures and discoveries for Bulk Minerals
Discoveries are for deposits >0.1 Moz Au, >5 kt U,0,, >10 kt Ni, >0.1 Mt Cu-equiv
Source: MinEx Consulting © July 2013
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Resource depletion outstrips
replenishment of supply

Exploration expenditures and amount of copper found
Primary copper deposits >0.5 Mt Cu-eq found in Western World: 1950-2012

Mt Cu-eq Expenditures (2012 US$B) FORECAST TO 2014

200 ) ) $5 MINE PRODUCTION REFINED PRODUCTION REFINED USAGE
Exploration Expenditures
Estimate 2012 2013 2014 2012 2013 2014 2012 2013

W Western World Discoveries i 1,450 1,057 1,205 1,5061 251 258

$4  Ameri 2,284 1,647] 1,826 2,216

7,109 3,420 3,663 618 640

638 857, 402 577] 789 818

33 1,945] 8,881 , 9,818]
548| 551 439 465) 100 101
826 832 2,742 2,801
852 875 1,067] 1,122

1,039 1,145 495)

16,687 17,956 2,27

$2

31 World adjusted 1/ 2/ 16,687| 17,561 ! 22,046
% change 5.2% 1 5.1%
Refined Production - Usage Balance

1960 1970 1990

Note: Estimate includes adjustments for deposits with no discovery year
and deposits missing from the database




COPPER MARKET

$ Copper price kg Cu/capita Chinese GDP & copper consumption 1980-2010
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Global Consumption & Mine Supply
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Source Wood Mackenzie

I Available from base case mines plus highly probable projects
s Demand for mine production capability (refined metal)

0 5000 10,000 15,000 20,000 25000 30000 35000 40000

GDP/capita at PPP
Source: Global Insight. AME. McKinsey Global Institute, Wood Mackenzie. EIU. J.P. Morgan

= Requirement for 6.3Mt of new mine production
capability by 2022.

+ On average an additional 1 million tonnes of productiorn
is required per year to keep up with demand. '

» New production to come on at a higher costin ,
jurisdictions that may be new to mining with deposits’
being deeper — underground mining will become the
future.

Source: OZ Minerals Presentation to BMO Conference Feb 2013




Not all discoveries make the cut....

* Gold in Australia (from MCA)

* More than 2000 active gold exploration projects in Australia alone
* ~10% (198) are at the scoping to feasibility stage
* Majority are small, near surface and low grade

* Copper Globally (SNL Metals)

* 1998 to 2012 there 100 significant new copper discoveries (>500kt Cu each)
* Generated ~395Mt of Copper in resources
* 15 of these projects have reached production
* Only 1/10™ of the resources were converted to reserves
* The average “replacement” needs of the 22 Major Producers is approximately

500,000t per year. Most of this comes from brownfields but this is unsustainable
—need for new world class deposits




MINERAL EXPLORATION, Seasonally adjusted and trend

— Seasonally Adjusted
Trend

MINERAL EXPLORATION, ORIGINAL SERIES

—— Selected base metals total
Gold

- ——lron ore
All Other

Exploration Funding has
grown long term but...

|Il

* “cyclical” (near term) exploration
expenditure fell 18.4% to $672.2m

* Exploration on areas of new deposits
fell (or —$87.2m) and
expenditure on areas of existing
deposits fell (or —$64.7m)

* Current trend towards lower
exploration spend in base metals &
gold:

 decreasing discovery rates;
* afocus on brownfield exploration;
« difficulty raising equity!




MINERAL EXPLORATION, Seasonally adjusted and trend

—— Seasonally Adjusted
Trend
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Costs are on the Rise

* Spend is up but drill metres are flat

* Deposits are difficult to find and
delineate undercover

* Looking at greater depths
* Larger tonnages and lower grades




Greenfield Exploration required to
deliver the big deposits

Major mineral deposits in Australia
Depth of cover * Incremental discoveries are

\:l Outcrop & Shallow Basement ' inSUffiCient to SUStain inventories

l:] Basement depth <500m K . i
B e * General trend of decreasing size

[ ettt / of discovery with maturity of
terrain

* Large scale discoveries required —
new camps/provinces not just
b s single deposits
" e * Greenfield (undercover)
@ s5200m ‘ exploration in less explored areas
@ 200 X s the best opportunity to deliver

Note: Major defined as >1 moz Au, >Imt Cu, > 100kt Ni or equivalent ources: MinEx Consulting August 2010 7 7
Excludes Bulk Minerals such as Coal, Bauxite and Iron Ore Geoscience Australia t e e I r 1 e p O S I t S




Reluctance to explore undercover

* Long lead times

* Highest risk

* Limited technology to rapidly screen large areas
* Lack of Investor Support

* Juniors often first movers in covered terrain

* Reality is that most investors in juniors are not interested in backing
long-term exploration in unproven, high-risk areas

* Most juniors are “forced” to explore in brownfields areas where
shorter term (and more modest) outcomes are likely to be found




~ Alunior’s Perspective

INDEX NAME TOTAL RETURN

5 YR ANN. RETURNS

S&P/ASX 300 Metals & Mining [Industry] (TR]
ALL ORDINARIES Gold (Sub Industry] (TR] X
S&P/TSX Global Mining Index [TR] X

4,386.53
2,833.86

-494%v

-10.58 % ¥

-5.45 %Y

Juniors account for over half of all the
exploration spend in Australia

Difficulties in raising finance directly
translate into reduced exploration
activity particularly greenfield
exploration

100’s of Junior Resource Companies with
less than $1M cash
* Junior Companies need ~$500,000 per
annum to stay afloat (compliance costs)

When sentiment is good, Investors will
tolerate high risk but when sentiment
turns investors seek lower risk sectors

Need to lower risk of greenfield
exploration by increasing success rates

* Targeting Technologies
* Drilling Innovation

Shorten the time between targeting and
drilling




Industry can drive sentiment by making
better, faster and more profitable decisions

* Fiscal return on exploration has declined — need to lift our game
« Demonstrate significant return on Invested Capital
* Lower risk and shorten time frames

* Enterprise Value must grow at a faster rate than Invested Capital

* No (or limited) growth of EV during the targeting stage is an issue
for investors

* Need to build confidence in the targets prior to drill testing
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ASX ANNOUNCEMENT 26 JULY 2012

SIRIUS RESOURCES NL

ASX: SIR

ABN: 46009 150 083

Street address:

Unit 5, 5 Mumford Place, Balcatta
6021, Western Australia

Postal address:

PO Box 1011, Balcatta 6914,
Western Australia

Tel: +61 89240 8914

+61 8 9240 8915

MAJOR NICKEL-COPPER DISCOVERY

New deposit style, new nickel province, first of three EM
targets to be tested at the Eye

Sirius Resources (ASX:SIR) advises that it has discovered significant nickel
and copper sulphide mineralisation in the first reverse circulation (RC)
drill holes at its 70% owned Fraser Range project in Western Australia.

The discovery has been named the Nova deposit.

The Nova deposit is located in a previously unexplored and inaccessible
area, beneath transported overburden, and was discovered with the first
drill hole designed to test a very large electromagnetic (EM) conductor —
one of three EM conductors at the Eye prospect.
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et °© [ropicana also in Albany-Fraser province

NEW AUSTRALIAN GOLD PROVINCE UNDER SAND DUNES mCEBIi«elV/I¢=Ys RlalbTolel R dsIgeI0e]aR{e] ()2 oXo]le[o]lsE
in-soil anomaly in data collected in the 1990's

"ROPIC 50LD PROJECT 4 =
IS PR e s : ) W
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Independence Group
|
Tropicana / Havana Voodoo Child GEOCHEMICAL
on ‘oodoo
N 3.9M oz Au Reserve Prospect IMAGE LEGEND
7.9M oz Au Resource 22m @ 2.8g/t Au >6ppb
Havana Deeps (100% Project) (| 12.4m @ 5.6g/t Au 5ppb
Prospect = Er—
35m @ 5.0g/t Au Boston Shaker 3ppb
16m @ 9.7g/t Au Prospect 200b
25m @ 10.8g/t Au 25m @ 14.5g/t Au PP
e 25m @ 5.09/t Au
Rusty Nail Prospect 2 17m @ 7.1g/t Au
4 10.8g/t A ) %
:ﬁga.ag}rwnu" o Moacon GEOLOGICAL LEGEND
5m @ 3.3g/t Au i ' ?’ o Cainozolc Rocks

Marine limestone

m @ 2.4g/t Au Permian Rocks
2m @ 5.3g/t Au Glacial sediment
Mesoproterozoic Rocks

Mafic / ultramafic intrusives.
melasediments and gneiss

Archaean Metamorphic rocks
Granite / gneiss
N Greenstone belt
Beachcomber Prospect A o~ Fault
3m @ 65.8g/t Au —— Road
100km E Tenements - granted
i~ = =1 Tenements -

~ - — § under application

Drill intercepts are quoted as down hole width

References : IGO & AGA 4/12/2012 ASX Releases for Tropicana Gold Project Mineral Resource Estimate
IGO & AGA 27/7/12011 ASX Releases for Tropicana Ore Reserve Estimate




r(zopper Search Area - outcropping copper e

R - . e
Copper rich veins in granite |3 <

¥ e
WA ok
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r' B Austin 10CG diamond drill core

No modern exploration with Mithril discovering lllogwa I0CG in 2011

a
Q Outcropping copper — NO PREVIOUS DRILLING
Q

Mithril’s first drilling in 2012 intersected copper (i.e. 1dm @ 0.34% Cu from 18 metres
incl. 2m @ 1.15% Cu)

0 2013 - Systematic workup defines quality drill targets

)

September 2013 — 3,000m RC drill program to commence

3




Explorers also need to be innovative to
attract funding

7 ket MUSGRAVE MINERALS LTD |

* Musgrave Minerals Limited
* 6 companies agree to vend their SA
Musgrave tenure to new entity

 Creates dedicated exploration
company and investment vehicle

e Successful $20M IPO in 2011
 55,000km? Land Holding in the

nnnnnn

—— State Boundaries LEGEND

—— St Boundar “"Greenfield” Musgrave Province

D Granted ELs Recent Sediment - Giles Complex
D New ELs \:] Neoprot. Sediment | | Granites

\:’ EL Applications - Birksgate Complex




o Deep discoveries continue in SA

= ¥ UNDERGROUND ‘,,‘ .
oz;

~MINE__
* New regional
discovery made at

" CARRAPATEENA:
' NEW DISCOVERY KHAMSIN PROSPECT

735,000 mE 740,000 mE

Khamsin

i i : DD12KMS003 i
ProminentHill, SA =3 e . ool the Khamsin
(including 26.7m @ 1.48% Cu, 0.13 Au g/t from 1,005.4m) prospect.

* Khamsin prospect
approximately
10kms northwest of

Carrapateena.

§ » Geophysical

5 signature is similar
in size to
Carrapateena.

* First drill hole with
440.6m @ 0.43% Cu.

Source: OZ Minerals Presentation to BMO Conference Feb 2013 e Tok T R eia sl Dol Fioted

t 0.3% Cu Cut-off




Majors still active in greenfield exploration

 Rox Resources Ltd inJV
with Teck —Teena, NT

Barney Crask Formation

Y &77m

2

K Barney Creek Formafion

\.
L 6.0m @ 3.16
e -
. (18.4m @ 363

—_
26.4m @ 13.32

(49m @351 p—p
t14m @453 ( 2 E
Zn +Pb%

Teena Cross Section
608400E Looking West




The Economic Need to Explore Undercover

* Success stories of exploration "undercover” demonstrate value
* Shallow or Deep - cover is an impediment to success
* The cost of exploration is rising

* Fewer discoveries

* Resource depletion outstrips replenishment in Brownfield Camps
* Small % of “discoveries” convert to “production”

* Market appetite for risk is in decline

* Industry can drive sentiment by making better, faster and more
profitable decisions




Need to fill the technology gap

Historical AEM Performance
Best Case prospected ground coverage

1975 =10%

t—%ﬁ
1990 = 46% ////
2000 = 100%
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Government and Academia have a role to play

* Incentives for greenfield exploration
* Pre-competitive data
* Support drilling programs to test new concepts

* New exploration models [ search techniques




