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Consolidated Tin Mines (CSD) — Speculative Buy arou  nd $0.055

Emerging tin producer with an advanced project near Cairns in Queensland that boasts a significant JORC-

compliant resource. Recent corporate activity provides the opportunity for it to fast-track production.
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Key Parameters Rating ( out of 5)  Quarterly Statistics

Management Quality Q1 2014 Exploration Spend: $1.011m

Financial Security Q1 2014 Admin Spend: $0.298m

Project Quality Exploration Spend 77%, Admin Spend 23%

Exploration / Resource Potential Q2 2014 Forecast Exploration Spend: $0.5m

Project Risk Q2 2014 Forecast Admin Spend: $0.2m

We introduced Consolidated Tin to our Portfolio during December 2011 and we continue to maintain our

long-held view that the company represents the best emerging ASX-listed tin stock available to Australian

investors. The company has maintained solid progress with respect to exploration and appraisal activity at

its Mt Garnet project in northern Queensland, despite what have been very difficult market conditions for

junior companies over recent years. Importantly, investor patience should pay off handsomely.

We also remain extremely bullish in terms of our outlook for both the fundamentals of the tin industry and

also the tin price. There are presently numerous environmental, cost and legislative challenges that are

impacting the world’s second-largest tin producer, Indonesia, which places a significant question mark over

the reliability of future tin supplies. CSD is set to commence production over the next 12 months at a time

when tin fundamentals look exceptionally strong.

Given current positive market conditions with LME tin inventories at five-year lows, the arrival of a robust

new tin operation in a politically stable jurisdiction could not be better timed. CSD’s Mt Garnet tin project is

located in an established mining area, with all essential infrastructure already in place. Subject to an

enhancement of resource confidence and completion of all necessary appraisal work and feasibility studies,

the company is set to become one of the world’s newest tin producers.
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Recent Activity

Over recent weeks the company has announced a couple of company-transforming corporate transactions
that both accelerate its progress towards production status by providing access to existing infrastructure,
whilst also expanding its overall regional tenement and resource footprint, providing for a much longer-life
production opportunity. Let's now examine these opportunities in detail.

MOU to Acquire Snow Peak Mining Assets

CSD advised last week that it had entered into a binding Memorandum of Understanding (MOU) with Snow
Peak Mining Pty Ltd (SPM) to acquire its entire suite of assets, including those that were previously
acquired by SPM from Kagara Limited. The assets include the Mt Garnet concentrator facility and
associated tenements, the Surveyor-Balcooma mine and the Einasleigh & Maitland projects and associated
mining tenements, mining plant and equipment, and all mining information and associated mining
information, plus the Baal Gammon Minerals Rights Agreement (MRA).

This MOU replaces the previous MOU that involved only the acquisition of the Mt Garnet processing plant
and the mining tenements directly associated with the processing plant. Under this new Agreement, CSD
proposes to acquire the entire suite of assets owned by SPM, including the replacement of environmental
bonds and liability, and the transfer of all existing employees.

With respect to deal consideration, CSD will issue 600M fully paid ordinary shares to SPM, along with a
convertible note for $16.5 million. The convertible note will be convertible into 165,000,000 ordinary shares
and redeemable on or before 1st September 2015. The issue of the shares and convertible note will be
subject to shareholder approval. Upon completion of the proposed transaction, SPM will hold approximately
68% of CSD’s shares and SPM have agreed that the consideration shares will be held in voluntary escrow
for a 2-year period.

As proposed in the superseded MOU, CSD (subject to shareholder approval) will also issue 30M fully paid
ordinary CSD shares to Snow Peak International Investment (SPII) as repayment of a $3 million advance
payment made to CSD as per the Heads of Agreement signed during April 2012. SPII has agreed to a
voluntary 2-year escrow period in respect of these shares. SPII will hold approximately 11% of CSD, down
from its current 25% stake.

CSD will have a first right of refusal to buy-back shares in the event that either SPM or SPPP wishes to
dispose of them. A notice of EGM will be sent to shareholders in due course and will contain an
Independent Expert’'s Report on the fairness and reasonableness of the transaction.

In our view the broader transaction represents a mu ch better longer-term opportunity for CSD
shareholders. Whilst the overall consideration is m uch larger than that in the MOU proposed during
late 2013, the overall asset base is much more sign  ificant and more diverse, providing scope for a
much more considerable and longer-life production a nd resource scenario than previously
contemplated.
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SPM - Wanguo Farm-in Agreement

SPM has signed a MOU with Wanguo, a Hong Kong-listed exploration and mining company with
international mining and exploration experience and operating mines in China and a market capitalisation of
HKG$1.8 billion. This MOU sets out the terms and conditions to progress an exploration program on SPM
exploration tenures, in two distinct parts:
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Part A is referred to as the Regional Project and includes the Einasleigh region, and that part of the

Surveyor-Balcooma region which is outside the granted Mining Leases ML 1393 and ML 30156.

Part B is referred to as the Near Mine Project and includes tenures located near Mt Garnet, the Maitland
project, and that part of the Surveyor-Balcooma region which is inside the granted Mining Leases ML 1393
and ML 30156.

Wanguo will fund and manage both parts of the project, as well as be responsible for all costs,
environmental and reporting requirements relating to the specific tenures explored.

For Part A (the Regional Project), Wanguo will undertake a minimum of 150,000 metres of exploration
drilling within three years in return for a stake of up to 50%. SPM will enter into a 50/50 joint venture with
Wanguo in respect of the Regional Project should Wanguo:

successfully reach an additional JORC Measured Resource of 20 million tonnes at a minimum average

grade of greater than 1% copper or greater than 10% zinc plus lead; or

complete a minimum of 150,000 metres of exploration drilling at the Regional Project.

For Part B (the Near Mine Project), Wanguo will develop or upgrade a minimum of 200,000 tonnes per year
to JORC-compliant Reserve status in return for a Net Smelter Royalty (NSR) in respect of each separate
deposit within the Near Mine Project in which a JORC Reserve is defined by Wanguo. The NSR payable
will be 3% for the first one million tonnes mined and processed from each deposit, and 1.5% thereafter.



SPM and Wanguo have 30 days from the signing of the MOU in which to enter into a formal binding
Agreement. From the date of signing the formal Agreement, Wanguo have 30 days to commence
establishing exploration activities, and 90 days to commence ground drilling activities on each of the project
areas. This SPM-Wanguo Agreement will transfer to CSD with the mining tenements under the CSD-SPM
MOU upon approval at a CSD EGM.

Gillian Resource Upgrade

CSD recently announced an independent upgrade to the Gillian resource base in accordance with 2012
JORC Resource guidelines. The resource model has been updated by the incorporation of results from
recent RC and diamond drilling. The drill-holes were designed as ‘multi-purpose’ to infill and upgrade the
confidence of the Mineral Resource as well as obtain metallurgy samples and provide geotechnical
information.

The Gillian deposit now has a total Resource of 2.53Mt @ 0.78% Sn, for total contained tin of 19,800t;
which compares with the previous Resource Estimate (June 2013) of 3.60Mt @ 0.65% Sn, for total
contained tin of 23,400t. The net reduction of 1.06Mt of resource at Gillian compared to the 2013 estimate
is largely due to the removal of deeper Inferred and extrapolated Inferred Mineral Resource material from
the previous interpretation.

This is in part offset by an increase in the overall resource grade at Gillian from 0.65% Sn to 0.78% Sn and
specifically an increase of 90,000t of Measured Resource at Gillian to 1.20Mt @ 0.86% Sn. The new total
JORC Resource estimate for the Mt Garnet Project is 12.05Mt @ 0.4% Sn. This represents a decrease in
Resource tonnage from the previous Resource estimate of 13.12Mt @ 0.39% Sn.



The new Resource estimate is a major milestone in the development of the Mt Garnet Tin Project. This
resource upgrade is focused on the Gillian Deposit, which is planned to be the first deposit mined when
mining operations commence. A current model of the Gillian deposit is shown in Figure 2, with the previous
model (June 2013) shown in Figure 3. The comparison of these two models clearly shows the removal of
deeper inferred mineralisation, which will significantly improve the mining economics.

The updated Resource estimate will be a key inputt o the Mt Garnet Tin Project Definitive Feasibility
Study (DFS). The objective of this program wastop  rovide increased confidence in the Resource at
Gillian and to optimise the mining economics of the deposit. The DFS is based on a treatment rate
of 1Mtpa through the existing Mt Garnet Concentrato  r. Further details of the DFS will be released in
the second half of 2014 and the company is targetin g production during 2015.

Project Background

The Mt Garnet Project lies 180km southwest of Cairns in northern Queensland, and is the company’s core
project. The aim is to develop the project into a significant hard-rock, open-pit tin mining operation. During
2010 the company undertook a Scoping Study based on the concept of a proposed centrally-located mill at

Mt Garnet to be used to process tin ore from the project area.

The historic Herberton tinfield has been mined since 1880, with literally thousands of mines established
throughout the area. Many of these mines were small-scale, whilst others were operated at company-scale
and worked for many years. Almost all of these operations began mining outcropping, high-grade ore and in
many instances this ore extended to considerable depth. However, due to the level of historic mining

activity on the old Herberton tinfield, it became obvious that little high-grade ore remained.



The question that then presented itself was how much easily-accessible, lower-grade ore was still
available? The answer is that CSD believes it has identified potential for a large-scale, low-grade mining
operation exploiting the Greisen-type deposits and/or the Skarn-type deposits. Both these types of deposits
had been identified and appraised to a certain extent by previous operators, but had been either abandoned

or mothballed due to the tin price collapse of the late 1980s.

No single deposit was large enough to generate the requisite economy of scale to mine and treat low-grade
ore. CSD then sought to combine ore from several sources in order to feed a centrally-located treatment
plant, successfully identifying several skarn deposits that could provide a conceptual mine-life of 8 - 10

years for a mill with a treatment capacity of 1 million tonnes annually.

Positive Pre-feasibility Study

During the September 2013 quarter the company released a highly positive Pre-Feasibility Study (PFS) for
the Mt Garnet project, which demonstrates the technical and economic viability of the project by utilising
existing Mt Garnet concentrator infrastructure. Based on the positive outcomes of the PFS and
opportunities to significantly enhance the PFS cost-base via project optimisation, the company approved
the commencement of a Definitive Feasibility Study (DFS).

Key points of the PES include:

1Mtpa open cut mine forecast to produce average 2,944t per annum of tin-in-concentrate
Minimum 9-year mine life

NPV of A$184.1M before tax (A$110.3M after tax) at 8% discount rate using base-case tin price of
A$24,000/t

Capital payback of just 2 years, with an extremely high IRR of 111% post-tax
Highly competitive production costs of A$91.94/tonne of ore Free On Board (FOB)
Robust combined total cost of A$13,917/t tin FOB (with by-product revenue credits)
Project capital cost to first production of just A$76M

Project average annual revenue expected to be A$127.4M

Annual average operating cash flow (after capital costs, before tax) of A$29.7M



The DFS process will commence with the Gillian deposit, with further evaluation work to follow at Pinnacles
and later at Windermere. It is anticipated that Gillian will provide the mill-feed for the first three years of
mining, with years four to nine coming from Pinnacles and then Windermere (although production from
Windermere is not presently factored into current estimates).

Strong Tin Market Fundamentals

According to Comtex, the expansion of the global tin industry is forecast to
reach 9.1% p.a. over the coming years. Between 2007 and 2013 the
market increased with an average annual growth of 8.8%. China, Japan,
Malaysia, Thailand and the United States represent the largest tin markets
while the strongest annual growth is forecast to occur in Greece (24.9%),
Slovakia (24.1%), Turkey (22.9%), Denmark (22.7%) and Italy (18.9%).

Summary

Consolidated Tin remains our preferred tin exposure and we are encouraged by the continuation
strong exploration results and resource enhancement , Which are important from a development
perspective. The company’s production ambitions hav e been significantly enhanced through the
revised MOU with SPM. The company has access to key infrastructure, which gives it a serious
competitive advantage over its peers. The PFS relea  sed late last year clearly demonstrates the
project’s economic and development potential. All e yes are now on the imminent release during H2
2014 of the DFS. We remain confident of production commencement during 2015. Accordingly, we
maintain our Speculative Buy recommendation for tho se investors without current exposure.
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