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Research Note

HITTING TARGETS AT AWAK MAS

Nusantara (NUS) continues to deliver on targets. The company
recently announced a 1m ounce maiden ore reserve, with DFS
near completion and positive regional drilling results adding to
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the story. We retain our Speculative BUY recommendation Price A$ 0.19
Target Price A3$ 0.52
. Maiden ore reserve of 1m ounces of gold for Awak Mas. Reserves calculated 12mth Total Return % 171.5
using a cut-off of US$1,250/0z generated a probable Ore Reserve of 23.7Mt at '
1.35 g/t Au. Subsequent to the Ore Reserve release, the company released an . .
updated Mineral Resource on the project of 45.3 Mt at 1.4 g/t Au for 2.0Moz RIC: NUS.AX BBG: NUS AU
contained gold, 89% of the updated Mineral Resource (within a US$1400/0z Shares o/s m 97.8
optimisation shell) reports to the Indicated category, with this updated resource Free Float % 100.0
providing the basis for preparation of an updated ore reserve as part of the DFS. Market Cap. ASm 18.6
Net D h Al -3.
. Definitive Feasibility Study (DFS) nearing completion. The Project DFS will be Net Del;’;/(ECa§ ) $;] 3.9
reported in late August 2018, with the associated technical report nearing et De quity 0 ezl
completion. Our valuation on NUS is very much formed on the project scope 3mth Av. D. T'over A$m 0.012
outlined in the DFS: a 2.5mtpa operation, with a low project strip ratio of 3.5:1, gold 52wk High/Low A$ 0.43/0.18
recoveries of over 91%, with excellent infrastructure available. 2yr adj. beta 0.81
. Expanding resources? Focus was squarely on finalising all information required i
for the DFS, and with this work essentially complete, the company is turning its Valuation:
focus to regional exploration within the area of the Contract of Work; which has Methodology DCF
had minimal exploration over the past 20 years. The company has already Value per share AS$ 0.52
encountered positive early results from a number of areas, with high grade hits
seen at Salu Kombong, Kandeapi, Puncak Selatan and Puncak Utara (see figures
1and 2). Analyst: Cathy Moises
) ) . . . L ) Phone: (+61) 3 9242 4030
. Project largely de-risked barring funding. Project permitting is essentially - .
complete with environmental and construction approvals in place. The project is Email: cmoises@psl.com.au
enhanced and further derisked by the recent agreement with the Indonesian
Government whereby there is no sell-down requirements for the first 10 years of
the project life post production commencement. The agreement also reaffirmed
that Nusantara is the sole holder of the Contract of Work until 2050 with options for
extensions.
e  Significant news pipeline. In the current (September) Quarter, the company
expects to complete and release the DFS, release an updated ore reserve in
addition to further exploration and news flow on a potential strategic partner.
e  We currently generate a valuation of $287m for the Awak Mas Project, vs the
current market cap. of NUS of just $19m (our valuation at $0.52 being
significantly diluted for the expected equity component of project funding).
The company is currently seeking a cornerstone investor in the project
(likely Indonesian and/or Chinese).
Year End June 30 2017A 2018F 2019F 2020F $0.50 - 0.50
$0.45 I 0.45
Reported NPAT ($m) (1.3) (3.7) (6.1) (10.1) $0.40 L 0.40
Recurrent NPAT ($m) (1.3) (3.7) (6.1) (10.1) $0.35 L 035
Recurrent EPS (cents) (1.4) (3.8) (5.0) (1.3) @ 5030 | 0.30 <
EPS Growth (%) na na na na 8 s02s 025 E
PER (x) (13.8) (5.0) (3.8) (14.7) E(; $0.20 020 2
PEG na na na na @ =
£ 5015 F 015 &
« >
EBITDA ($m) (1.4) (3.7) (2.0) (2.0) 5010 I g;g
EV/EBITDA (x) (31.2) (3.4) (9.6) (48.5) 30.05 :
Free Cashflow (1.6) (8.8) (6.7) (75.1) $°~°°§\« RA Qe S0 e 0.00
FCFPS (cents) (1.6) (9.1) (5.5) (9.6) e 0T P @ W Y
PFCF (x) (11.5) (2.1) (3.5) (2.0)
DPS (cents) 0.0 0.0 0.0 0.0 Performance % 1mth 3mth 12mth
Yield (%) 0.0 0.0 0.0 0.0 Absolute (2.6) (24.0) (55.8)
Franking (%) 0.0 0.0 0.0 0.0 Rel. S&P/ASX 300 (3.6) (27.5)  (65.1)
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Figure 1: Historic Prospects within the Mine and East Corridor
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Figure 2: Three areas of the current near mine exploration
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$0.29
Valuation A$m A$/sh
Awak Mas risked at 80% 287.4 0.37
Exploration 0.0 0.00
Sub Total 2874 0.37
Investments 0.0 0.00
Finandal
Forward sales 0.0 0.00
Cash + receivables and inventory 4.1 0.01
Total Borrowings + creditors (0.2) (0.00)
Proceeds from equity raising and options conversi  130.1 0.17
Corporate/Other (18.4) (0.02)
Total 115.6 0.15
NPV (@ 10% discount rate) 402.9 0.52
Price Target 0.52
NPV Sensitivity
Spot Gold 0.53
Spot Gold +20% 1.07
Spot Gold -20% 042
Hedging koz 1-Year 3-years %o Reserve

Commiitted Production

Gold exploited as a subset of reserves/resources (k oz)

m Gold Exploited

Current

Awak Mas Gold Project

Resources
Current
Reserves

Gold Production Summary

600 2,400
500 / 2,000
400 — 1,600

= =
= 300 1,200%
= )
200 800
EENE
1} 0
20188 Z016F  2017F  2018F  2018F  2020F 202F  2022F  2023F
Ak Mas Gold Project (LHS) — B0 AUDIOZ (RHS)
00 Price (RHS)

Reserves Mt Aug/ft Au koz

Awak Mas 21.0 1.3 891

Salu Bulo 2.7 1.6 139

Total 23.7 1.4 1,030

Resources Mt Aug/t Au koz

Awak Mas 39.0 1.4 1,720

Salu Bulo 3.7 15 180

Tarra 2.3 1.3 100

Total 45.0 1.4 2,000

Directors

Name Position

Martin Pyle Chairman

Mike Spreadborough Managing Director

Boyd Abidin Non-Executive Director

Rob Hogarth Non-Executive Director

Robin Widdup Non-Executive Director

Derek Humphry CFO

Substantial Shareholders shares (m) Yo

Lion Selection 31.2 32.0%

AustralianSuper 9.8 10.0%

Macquarie 4.9 5.0%

Zhaoijin Mining 3.9 4.0%
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Year End Dec 31

Commodity Assumptions 2017A 2018E 2019E 2020E 2021E

Us 0.77 0.75 0.74 0.73 0.73
Gold (US$/oz) 1,248 1,259 1,275 1,270 1,320
Silver (US$/oz) 10.35 17.08 16.10 16.15 16.80
Gold (A3/0z) 1,667 1,642 1,692 1,725 1,808

0% 10% _ Change
hange in:
S0%
33 32%
30%
11%

1%

10% e TR p Costs

30%

S0%
Production Summary 2017A 2018E 2019E 2020E 2021E
Ore Milled (kt) 0 0 0 0 2,500
Head Grade (g/t Au) 0.0 0.0 0.0 0.0 1.4
Recovery (%) 0% 0% 0% 0% 91%
Production (k oz Au) 0 0 0 0 103
Cash Cost ($/t) 0 0 0 0 31
Cash Cost ($/o0z) 0 0 0 0 742
AISC ($/02) 0 0 0 0 863
Realised Price (A%/oz) [u] 0 [u] 1,863
Cash Cost (USs/oz) 0 1] 0 [v] 742
AISC (US$/oz) 0 0 0 0 863
GROUP ATTRIBUTABLE
Production (k oz Au) 0 1] 0 [1] 103
Cash Costs (US%$/0z) 0 0 0 0 742
Sustaining All In Costs (US$/0z) 925
Realised Price (A$/0z) 1,692 1,692 1,725 1,808 1,863
Profit & Loss !Asm) 2017A 2018E 2019E 2020E 2021E
Sales Revenue 0.0 0.0 0.0 0.0 192.2
Other Income 0.0 0.0 0.0 0.0 0.0
Operating Costs 0.0 0.0 0.0 0.0 83.8
Exploration Exp. 0.0 1.4 1.4 1.4 1.4
Corporate/Admin/Other 1.4 2.4 2.4 2.4 2.4
EBITDA (1.4) (3.8) (3.8) (3.8) 1045
Depn & Amort (0.0) 0.0 0.0 0.0 18.3
EBIT (1.4) (3.8) (3.8) (3.8) 86.2
Interest (0.0) (0.1) 2.3 6.3 7.0
Operating Profit (1.3) (3.7) (6.1) (10.1) 79.2
Tax expensa 0.0 0.0 0.0 0.0 9.5
FX Adjustment 0.0 0.0 0.0 0.0 0.0
Abnormals 0.0 0.0 0.0 0.0 0.0
NPAT (1.3) (3.7) (6.1) (10.1) 69.7
Normalised NPAT (1.3) (3.7) (6.1) (10.1) 69.7
Cash Flow !ﬂgm) 2017A 2018 2019 2020 2021
Operating Cashflow -2.0 -2.3 3.4 7.6 108.0
- Capex (+assetsales) -5.1 -0.8 -75.0 -145.0 -5.2
- Exploration 0.0 -4.0 -4.0 -4.0 -4.0
Free Cashflow -71 -7.1 -75.6 -141.4 93.8
- Dividends (ords & pref) 0.0 0.0 0.0 0.0 0.0
+ Equity raised 38.1 5.1 125.0 0.0 0.0
+ Debt drawdown (repaid) -24.3 0.0 125.0 0.0 0.0
+ Other -1.0 0.0 0.0 -0.0 0.0
Net Change in Cash 58 -2.0 1744 -141.4 938.8
Cash at End Period 5.8 3.8 178.3 36.8 135.7
Net Cash/(LT Debt) 5.8 3.8 53.3 -88.2 10.7
Balance Sheet (A%$m) 2017A 2018 2019 2020 2021
Cash 5.8 3.8 178.3 360.8 135.7
Total Assets 339 320 206.4 64.9 187.3
Total Debt 0.0 0.0 125.0 125.0 125.0
Total Liabilities 1.0 1.0 126.0 126.0 126.0
Shareholders Funds 32.9 20.9 80.4 -61.1 61.3
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Recommendation History

$0.50 + - 0.50
$0.45 - 0.45
$0.40 0.40
$0.35 - 035
% $0.30 -030 5
2 %025 025 E
% $0.20 020 2
2 5015 - 015 3
$0.10 010 =
$0.05 - 0.05
$0.00 - 0.00
N D N
5 o W
Date Type Target Price Share Price Recommendation  Return
15 Feb 18 Research Note 0.59 0.32 SB
15 Mar 18  Hot off the Press 0.59 0.28 SB -12.5%
04 Apr 18 esources Review Bool 0.59 0.30 SB 7.1%
18 Apr 18  Hot off the Press 0.59 0.27 SB -11.7%
Current Share Price 0.19 -28.3%

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 (-10% to +10% total return) and
Sell (> 10% 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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Patersons Securities Limited Disclosure of Interest

Patersons Securities and its respective officers and associates may have an interest in the securities or derivatives of any entities referred to in this
material

Patersons Securities does, and seeks to do, business with companies that are the subjects of its research reports.

Patersons Securities Corporate Relationship Disclosure

88E Patersons Securities have acted for 88 Energy Ltd (88E) within the past year and have received fees for these services.

AGR Patersons Securities have acted for Aguia Resources Ltd (AGR) within the past year and have received fees for these services.
AGY Patersons Securities have acted for Argosy Minerals Ltd (AGY) within the past year and have received fees for these services.
AJL Patersons Securities have acted for AJ Lucas Group Ltd (AJL) within the past year and have received fees for these services.
AKM Patersons Securities have acted for Aspire Mining Ltd (AKM) within the past year and have received fees for these services.
AO1 Patersons Securities have acted for AssetOwl Limited (AO1) within the past year and have received fees for these services.
AXL Patersons Securities have acted for Axsesstoday Ltd (AXL) within the past year and have received fees for these services.

BOE Patersons Securities have acted for Boss Resources Ltd (BOE) within the past year and have received fees for these services.
BRB Patersons Securities have acted for Breaker Resources NL (BRB) within the past year and have received fees for these services.
BUX Patersons Securities have acted for Buxton Resources Ltd (BUX) within the past year and have received fees for these services.
CSss Patersons Securities have acted for Clean Seas Seafood Ltd (CSS) within the past year and have received fees for these services.
CTL Patersons Securities have acted for Centennial Mining Ltd (CTL) within the past year and have received fees for these services.
DRG Patersons Securities have acted for Draig Resources Ltd (DRG) within the past year and have received fees for these services.
DRO Patersons Securities have acted for DroneShield Ltd (DRO) within the past year and have received fees for these services.

GLL Patersons Securities have acted for Galilee Energy Ltd (GLL) within the past year and have received fees for these services.
IBG Patersons Securities have acted for Ironbark Zinc Ltd (IBG) within the past year and have received fees for these services.

IPT Patersons Securities have acted for Impact Minerals Ltd (IPT) within the past year and have received fees for these services.
NUS Patersons Securities have acted for Nusantara Resources (NUS) within the past year and have received fees for these services.
PEX Patersons Securities have acted for Peel Mining Ltd (PEX) within the past year and have received fees for these services.

PGO Patersons Securities have acted for Primary Gold Ltd (PGO) within the past year and have received fees for these services.
RCL Patersons Securities have acted for Readcloud Limited (RCL) within the past year and have received fees for these services.
SYA Patersons Securities have acted for Sayona Mining Ltd (SYA) within the past year and have received fees for these services.

uuv Patersons Securities have acted for UUV Aquabotix Ltd (UUV) within the past year and have received fees for these services.
VMY Patersons Securities have acted for Vimy Resources Ltd (VMY) within the past year and have received fees for these services.
WKT Patersons Securities have acted for Walkabout Resources Ltd (WKT) within the past year and have received fees for these services.

XAM Patersons Securities have received corporate advisory fees from Xanadu Mines Ltd (XAM) within the past year.

XTE Patersons Securities have acted for Xtek Ltd (XTE) within the past year and have received fees for these services.
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Important Notice: Copyright 2017. The Contents contained in this report are owned by Patersons Securites Limited (‘Patersons') and are protected by the Copyright Act 1968 and the copyright
laws of other countires. 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 for any other purpose is a violation of the copyrights and other proprietary rights of Patersons.

Disclaimer: Patersons believes that the information or advise (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 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 situtation 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 financial circumstances and investment objectives.

Disclosure: Patersons, its directors 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 do 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 (-10% to +10% total return) and Sell (> 10% negative total return). In addition we have a Speculative Buy rating covering higher risk
stocks that may no be of investment frage 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 these ranges because of price movements and/or volatility. Such interim deviations from specified
rnages will be permitted but will become subject to review by Research Management. This Document is not to be passed to any third party without prior written consent.



