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e LSTis looking to move from a Mining Investment Company to a Mining stephen.gorenstein@gsjbw.com

Company through acquiring an operating mine.

e LST see this as the best way to remove the discount to NAV that LST Assistant Analyst: Andrew Quail
trades at +61 39679 1565

andrew.quail@gsjbw.com

. LST see an opportunity to acquire the remaining 70% of Cracow that is
potentially being sold by Newcrest, provided that it is value enhancing.

o LST has a pre-emptive right to acquire the 70% and a
fairly long exercise period to achieve this

o if NCM do sell Cracow and LST exercises its pre-emptive,
LST will need to raise additional finance with options
including:

»= further sale of investments

=  bank debt

. 3rd party finance

=  equity issue (to date LST has not issued any
equity)

e Once LST operates as a mining company, LST sees opportunity to
maintain an Investment Division with ~30 main investments and
multiple operations.

Investment View:

e We are of the view that increasing the relative size of the operating
division has the potential to eliminate the discount to NAV that LST
trades at.

e  We still see a number of the investments as being too small to make a
meaningful contribution to LST and would see the current rationalisation,
indeed an acceleration of the disposal strategy positively.

. No change to our BUY recommendation, which mainly reflects the
investment opportunity to partake in a diverse portfolio of projects
across commodities, countries and various stages of development.
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Moving to Producer Status

LST is looking to move from having the majority of the value reflected in relatively passive
investments to having the majority of the value driven from an operating asset which should
provide a steady and stable cash flow stream:

Lion Vision Lion .

Selection

Transform from mining investment company to mining company

[Inv estments]
Investments 20% 40%  |Operations
| —
80% 60%

Source: Company data

Cracow

Cracow is a JV between Newcrest 70% and LST 30%.

We estimate the value of NCM's 70% shareholding at ~$200m pre-tax based on our profile
for Cracow as shown below. Given that gold companies trade at a premium to NPV, we would
expect that NCM should be able to and the purchaser of Cracow will need to pay a premium
to this valuation.

CRACOW 1V Jun-07 Jun-08 Jun-09 Jun-10 Jun-11 Jun-12 Jun-13
Total Production : mt. 387,143 377,143 360,000 360,000 360,000 360,000 360,000
Grade : g/t 10.1 9.7 11.0 11.0 11.0 11.0 11.0
Gold Production : oz 117 110 121 121 121 121 121
Cash costs $/t 103.15 116.59 100.00 95.00 95.00 95.00 95.00
Cash cost $/oz 342 398 298 283 283 283 1131
Mine Capex $m 100% 13 12 12 2 2 2 0
Depreciation $m 17 19 18 18 18 18 18
Source: Company data, IRESS, GSIBW Research estimates

Major investments dominate the current NAV

Cash, $67m
Indophil, $31m

Other Direct, $50m

30% Cracow, $5Tm
Asian Lion, $12m

Other African Lion,
$18m

|
| ~
1 -

Albidon, $25m S e,
Havilah, $27m

Allegiance, $26m

Source: Company data
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Of the investments shown in the figure above, LST has a dominant position in Havilah
Resources and Indohil. In addition, it has a dominant position in a number of smaller listed
entities and in our view small positions in operations that have only limited upside potential
and could/should form part of any funding to acquire operating assets.

GSJBW View

We believe this is an appropriate strategy for the firm. Further, we would see this as an
opportunity to divest a number of immaterial equity investments that are currently held by
LST. We understand that NCM has had significant interest and thus a premium to our after
tax valuation of ~$140m may be required to secure this holding.

We estimate LST has net cash of ~$75m. No change to our BUY recommendation.

Lion Selection Investment Summary Table

Share Price: (LST) $1.78 07-December-2007 LION INVESTMENTS
Monthly Turnover ($m) $11
Market Cap ($m) $334 LsT Amount LST SHARE
INVESTMENT Activity Holding Invested Live Valuation
(%) (A$m) (A$m)
SUM AFL Investment
Total AFL - Africa 27.3 8.9 45.2
Asian Lion Investments
Asian Lion 34 3.0
Cash Committed 4.7 4.7
Total AFL - Asia 32.4 8.1 7.7
Total Lion Investments 17.0 52.9
ASX Listed Investments
Allegiance Mining AGM Australia - nickel 5.7% 5.2 25.7
Austindo Resources ARX Indonesia - gold 6.7% 12.4 3.2
De Grey Mining DEG Australia - gold 6.7% 3.6 1.7
Exco EXS Australia - copper gold 10.4% 5.4 8.5
Havilah Resources HAV Australia - copper/gold 19.0% 4.2 24.7
Indophil Resources IRN Philippines - copper/gold 25.7% 22.6 96.0
Intrepid IAU Australia/Argentian - gold 5.4% 8.8 2.4
Lafayette Mining LAF Philippines - polymetallic 17.0% 15.2 2.5
View Resources VRE Australia - gold/nickel 9.0% 8.7 11.5
Westonia WEZ Australia - gold 44.4% 14.6 16.4
Other 5.2 5.2
Sum ASX Listed Investments 105.9 197.8
TOTAL INVESTMENTS (pre Tax) 122.9 250.7
Net Cash 72.9
Total Assets 323.6
Cracow (GSJBW value pre Tax) 65.0 83.6
Total Investments 462.6
NAV (pre Tax) 407.2
NAV per share (pre Tax) 214
Total shares 190.7
Premium/Discount to NAV A7%
Source: Company data, Iress, GSJBW Research estimates

Source: Company data; GSJBW Research estimates
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I, Ian Preston, hereby certify that all of the views expressed in this report accurately reflect my personal views about the
subject company or companies and its or their securities. I also certify that no part of my compensation was, is, or will
be, directly or indirectly, related to the specific recommendations or views expressed in this report.
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Australia - Research Recommendation Definitions

Sell (S) Stock is expected to underperform the S&P/ASX 200 for 12 months
Hold (H) Stock is expected to perform in line with the S&P/ASX 200 for 12 months
Buy (B) Stock is expected to outperform the S&P/ASX 200 for 12 months

Other Definitions

NR Not Rated. The investment rating has been suspended temporarily. Such suspension is in compliance with
applicable regulations and/or Goldman Sachs JBWere policies in circumstances when Goldman Sachs JBWere is
acting in an advisory capacity in a merger or strategic transaction involving the company and in certain other

situations
CS Coverage Suspended. GSIBW has suspended coverage of this company.
NC Not Covered. GSIBW does not cover this company.

Price Target

Analysts set share price targets for individual companies based on a 12 month horizon. These share price targets are subject to a range of company
specific and market risks. Target prices are based on a methodology chosen by the analyst as the best predictor of the share price over the 12
month horizon.

Research Criteria Definitions

The above recommendations are primarily determined with reference to the recommendation criteria outlined below. Analysts can introduce other
factors when determining their recommendation, with any material factors stated in the written research where appropriate. Each criterion is clearly
defined for the research team to ensure consistent consideration of the relevant criteria in an appropriate manner.

Prior to 20 July 2007, GSIBW had a dual-horizon recommendation system: Short Term & Long Term. The Short Term factors were Relative
Earnings Outlook, Earnings Momentum, News Flow, Relative Performance, and Valuation Support. The Long Term factors were Industry Structure,
EVA™ Trend, Growth Option and Price/DCF.

Industry Structure: Based on Goldman Sachs JBWere industry structure ranking. All industries relevant to the Australian equity
market are ranked, based on a combination of Porter’s Five Forces of industry structure as well as an industry's
growth potential, relevant regulatory risk and probable technological risk. A company’s specific ranking is based
on the proportion of funds employed in particular industry segments, aggregated to determine an overall
company rating, adjusted to reflect a view of the quality of a company’s management team.

EVA™ Trend: * EVA™ trend forecast for coming 2 years. Designed to reflect “turnaround stories” or to highlight companies
Goldman Sachs JBWere analysts believe will allocate capital poorly in the estimated timeframe.
Earnings Momentum: The percentage change in the current consensus EPS estimate for the stock (year 1) over the consensus EPS

estimate for the stock 3 months ago. Stocks are rated according to their relative rank, effectively making it a
market relative measure

Catalysts: A qualitative and quantitative assessment of a company's long term catalysts that the analyst believes should be
considered and possibly recognised by the market.
Price:Base Case DCF: The premium or discount to base case DCF valuation at which the stock is trading relative to the average

premium or discount across the market.
1 EVA™ s a registered trademark of the U.S. consultancy firm Stern Stewart

For Insurers

EVA™ Trend: * ROE is used as a proxy for EVA. Rating takes into account the expected level and trend of ROE over the next 2-
3 years.
Balance Sheet: Analyst's assessment of the quality and strength of the insurer’'s balance sheet, including conservatism of

provisioning, sufficiency of capital, and quality of capital.

For REITs

Strategy: Used instead of industry structure as many REIT investors are intra rather than inter sector focussed.

EPU Growth: Ranking of Earnings Per Unit growth relative to other listed Real Estate Investment Trusts. Used instead of EVA™
Trend.

Yield: Yield relative to the REIT sector average. Used instead of Earnings revision.

For NZ Companies

Relevant Index: If a research report is published by the New Zealand affiliate of Goldman Sachs JBWere, the recommendation of
a company or trust is based on their performance relative to the NZSX 50 Index (Gross) and not the S&P/ASX
200 index.

Distribution of Recommendations — as at 30 September 2007

Recommendation Overall Corporate relationship* in last 12 months

Sell 12% 14%

Hold 54% 55%

Buy 34% 31%

*  No direct linkage with overall distribution as the latter relates to the full Goldman Sachs JBWere stock coverage (>250 companies). The above
table combines the corporate relationships and recommendations of both Goldman Sachs JBWere Pty Ltd and its affiliate in New Zealand,
Goldman Sachs JBWere (NZ) Limited.

© 2007 Goldman Sachs JBWere Pty Ltd - ABN 21 006 797 897
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