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Endeavor getting back on track

A substantial base metals producer in the making

We expect CBH Resources NL {"CBH") to establish itself as a substantial and diversified
zinc, lead and copper producer over the next few years (at 4+100,000t Zn, +40,000t Pb and
+15,000t Cu per annum). The cornerstone Endeavor production |s expected to be
augmented by a promising portfolio of development projects at Broken Hill & Hera, in NSW
and Sulphur Springs in the Pilbara region, of WA (Refer to Figure 1).

Production is fully exposed to base metal price movements

At this stage CBH has no commodity or FX hedging in place and thus eamings are fully
exposed to movements in strong Zn, Pb & Cu markets. CBH's production profile should
underpin a growth in earmnings to $92.7M by FY09 (EFS 11.7c PER 6.4X) (base case), and
patentially $155.0M in FY03 (EPS 19.6¢c PER 3.8X) in the likely event base metal prices stay
at elevated prices out to the Beijing Olympics in 1HO2 (upside case).

Endeavor to provide the cornerstone

The cornerstone Endeavor operation, near Cobar, west of Sydney in NSW, is returning to
full preduction as a new mine plan, accelerated development and back-fill programme is
implemented (and detailed in this report).

Base case and upside price targets at $0.91 and $1.11

We have upgraded our recommendation to Buy Z following a recent site wisit to the
Endeavor operation. The impressive development of primary ore stopes on the Endeavor's
Main Lede (at the 290mRL) and the expectation of successful implementation of paste fill
into the operation should underpin production going forward. We have a base case
assessed value of $0.70 and a 12 month price target of $0.91. In the likely event that base
metal prices stay at present elevated levels out to the Beijing Olympics we have a upside
assessed value of $0.85 and a 12 month price target of $1.11. In view of the develcpment
stage of the projects portfolic and the leverage of assessed value to base metal prices an
investment in CBH may be approprate for investors with a higher tolerance for risk and a
pasitive outlook for base metal prices over the medium term.
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Company Background

CBH is a substantial and diversified emerging base metals company which owns 100% of
the Endeavor zinc-lead-silver operation, near Cobar in NSW. The Endeavor mine {and
Newcastle ship leading facility) were acguired from Pasminco in late 2003 for $16:6M.

Owver the next few years CBH is proposing to bring on stream the 100% owned Rasp
{CML-7) lead-zinc underground project at Broken Hill in NSW.  In addition, following the
takeover of Triako Resources, CBH is looking to integrate the promising Hera zinc-lead-
gold project into the Endeavor operation, and will review a possible re-start of the original
Mineral Hill copper-gold project also acguired in the takeover. |n addition, subject to
finalisation of a Feasibility Study, CBH is proposing to bring on stream the 100% cwned
Panorama zinc-copper project, in the Pilbara region of WA,

Company Projects - Endeavor operation, Cobar NSW
Update on development & reserve upgrade

The company indicates the ramp up to normal production is on track to achieve an
annualised production rate of 1.2Mtpa, underpinned by the impressive primary ore stopes
on Main Lode at the 290mRL, and the recent reserve upgrade detailed below.

CBH has delivered a major upgrade of the reserve at Endeavor, which has been increased
to 19.7Mt grading 5.7% Zn, 3.3% Pb & 51g/t Ag (up from 11.0Mt grading 8.7% Zn,
4.9% FPb & 89g/t Ag, at June 2005), and reflects the justifiable use of a lower cut-off with
higher long term base metal prices anticipat

Offtake agreement with Toho Zinc

The mine has a long term marketing and off-take agreement for part of the concentrates
with Toho Zinc Ltd and Zinifex Lid (which follows funding of the acquisition of the
Endeavor operation by a placement of $7.5M to Teho Zinc Company (of lapan). We
understand the terms are at banchmark TCRCs and price partidpation.

Company Projects - Rasp (CML-7) project, Broken Hill NSW
Update on project development & resources

The Rasp project covers the central and shallower part of the historic Broken Hill crebody
{Refer ta Figure 2). The focus is the unmined Westermn Mineralisation zinc lode with a total
resource of 10.0Mt grading 4.9% Zn, 3.5% Pb & 43g/t Ag. Preparatory work for the
Rasp operation decline development has been given the go-ahead.

Company Projects - Hera project, Cobar Basin NSW

Update on project resources & integration

The successful takeover of Trisko Resources in September 2005, where CBH pad
approximately $72M for Triako, delivered the promising Hera project. The Hera resource is

1.9Mt grading 2.8% 2Zn, 2.5% Pb, 149/t Ag and 6.7g/ Au, and has significant scope to be
integrated into the Endeavor operation (Refer to Figure 3).
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Company Projects - Panorama project, the Pilbara WA
Update on project open pit reserve & Feasibility Study

The Sulphur Springs deposit is located 160km southeast of Port Hedland in WA (Refer to
Figure 4}, and was acguired from Sipa Resources in 2005, An open pit reserve of 10Mt
grading 3.5% 2Zn, 1.4% Cu & 17g/t Ag has been established, and a F5 is being finalised.
The scope is a proposed 40,000t Zn & 16,000t Cu production per annum operation.

Company Projects - Newcastle Ship Loader

As part of the acquisition of the Endeavor mine CBH also acquired & concentrate
shiploading facility at the port of Newcastle, that services four of the major base metal
mines in N5W (induding Endeavor).

Valuation
Ouwr view on base case and upside assessed value

We have an updated base case assessed value of £0.70 and 2 12 month price target at
£0.91 (where we continue to use a nominal 30% premium to assessed value in line
with sector premiums for middle capitalisation resource companies). [n determining
assessed value we consider the average of value based on discounted cash flow (3525M
$0.66 DR 12%) and a capitalisation of eamnings basis ($588M $0.74 9X average
earnings over the next 5 years of $34.1M) In the likely event that base metal prices
stay at present elevated levels out to the Beijing Olympics we have a upside assessed
value of $0.85 and a 12 month price target of $1.11.

Assumptions of our valuation

We assume zinc, lead & copper prices peak at USH1.761b, USS0.61/b & USH3.50Mb
during CYO7 and then dedline to US$0.604b, US$0.27 and US51.304b from CY2011
onwards, and the foreign exchange rate (FX) remains around 0.75 out to CY2011, then
moves to a 0.70 long term FX.  In our modelling we have assumed all project
developments are 100% debt funded,

Strong Base Metal markets

In, Pb & Cu prices are benefiting from continued Chinese demand, and concerns over
low levels of LME stockpiles. Chinese demand for Zn is driven by the construction
{galvanised products), automobile and air-conditioning industries and Pb demand
continues to be driven by its use in lead acid batteries.
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Risks

To implement the company’s proposed growth strategy will require in the order of
§300M of project funding. The source of this funding is yet to be finalised.

The implementation of the paste fill at target rates remains a key requirement for
sustainable production from the Endeavor cperation. Since installation in September
the plant has delivered 60,000 cubic metres of paste fill to old stopes, in areas whera
old piltars are to be recovered, and the plant needs to deliver approximately 600,000
cubic metres per annum for sustainable production. There is clearly quite a lot of work
to be done to get up to target rates. The paste fill technology has moderate but
acceptable risk, and has been performed successiully at other cperations. Proposed
efficiency tmprovements also include the introduction of road train haulage direct to
surface, which will require a new decline at the top of the mine.

The mining of lower grade halo mineralisation introduces nisk. We understand the
updated reserve has been estimated using a different mineralogical boundary which
incorporates the lower grade halo of vein matenial that surrounds the siliceous higher
grade core.  The vein material has lower ground competency than the silicified higher
grade cores and introduces an increased level of geotechnical risk during mining.

Other risks are general development and 'start up’ risks assodated with a new projects
such as Rasp, Hera & Panorama. We feel the experienced management team, with
significant operational experience, is well positioned to address these risks.

Conclusions & Recommendation
We regard CBH as a promising emerging diversified base metals company.

We are upgrading our recommendation to Buy 2, with an updated base case assessed
value of $0.70 and a 12 month price target at $0.91, In the likely event that base metal
prices stay at present elevated levels out to the Beijing Olympics we have a upside
assessad value of $0.85 and a 12 month price target of $1.11.

In wiew of the development stage of the projects portfolic and the leverage of assessed
value to base metal prices an investment in CBH is more suitable for investors with a
higher tolerance for risk and a positive outlook for base metal prices in the medium
term.
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Figure 3 - Hera Project location, CBH and Triake tenements Cobai Basin, MSW
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Figure 4 - Sulphur Springs Project, WA (cross section & JV plan
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