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Await price of capital raising

23 December 2008

Investment Highlights 12mth Rating HOLD
Price A$ 0.23
We are downgrading our recommendation on WVL to HOLD from Target Price A$ 0.23
BUY with the quantum of capital raising announced today at $81m 12m Total Return % 0.0
larger than we had anticipated (PSL est: $40m). The structure of
the proposed fund raising is yet to be finalised however WVL has RIC: WVL.AX BBG: WVL AU
noted it is likely to include a rights issue. New debt is capped at Shares o/s m 156.8
$30m under existing debt arrangements, meaning the remaining Free Float %
capital required under a rights issue is 1.5x the size of WVL's A
existing market capitalisation. Accordingly the issue price is the ARIME LR A$m g;g
key determinant of our per share valuation from here. Net Debt (Cash) $m o2
Net Debt/Equity % na
Funding sources remain unclear. Discussions are underway with a 3m Av. D. T'over A$m 0.21
major Australian bank for provision of up to $30m. In parallel the 52wk High/Low A$ 3.00/0.23
company is in negotiations with its key stakeholders for funding. WVL is 2yr adj. beta 1.49
confident key shareholders/stakeholders are capable of underwriting an
equity issue however with global markets remaining volatile demand for Valuation:
the new issue remains a key risk. u '
Methodology DCF
. Cost overrun larger than expected. Little detail was provided on the Value per share A$ 0.45
use of new funds with the cost over run attributed to slippage in the
vanadium refinery construction and commissioning / working capital Analyst: Alex Passmore
requirements. Phone: (+61 8) 9263 1239
Email: apassmore@psl.com.au

. Conservation of cash. The company has taken a number of measures
to conserve cash including staff reductions and approaches to key
contractors to renegotiate terms. The rate of ramp up to nameplate
capacity has been examined by an independent expert to ensure that
working capital requirements are minimised from here. WVL had $91m in
cash at the end of November which is sufficient to meet project
expenditure to the end of the March Q 2009.

e« Our assumptions. We have updated our assumptions to include a $30m
debt and $51m equity raise in the March Q. Our per share valuation for
WVL assumes equity is raised at $0.18/share with 287m new shares to
be issued (versus 157m currently on issue). Our NPV (10% discount rate)
for the Windimurra project is $282m which incorporates a US$29/kg
ferrovanadium price for the first five years of production and a US$30/kg
price thereafter (2008 dollars). Our valuation is sensitive to exchange
rate fluctuations, with forecasts calling for US$0.71 USD-AUD cross rate.
Operating costs once the project is ramped up are expected to average
A$130m p.a. which implies a US$17/kg FeV unit cash cost.

Year End June 30 2007A 2008A 2009F 2010F 2011F Share Price Performance
Reported NPAT ($m) 6.5 (2.1)  (21.6) 42.3 53.9 $3 7 r 150
Recurrent NPAT ($m) 6.5 (2.1) (21.6) 42.3 53.9 $3
Recurrent EPS (cents) 6.2 (1.4) (4.8) 9.4 11.9 [ - 120
EPS Growth (%) na na na na 27.5 $2 1 “
PER (x) 3.6 (16.6) (4.7) 2.4 1.9 + 90
$2 1
EBITDA ($m) 7.5 6.5 (7.9) 97.2 117.4 160
EV/EBITDA (x) 4.3 29.0 (36.2) 2.9 2.4 $1 1
Capex ($m) 50.0 83.0 247.4 3.7 3.8 L 30
Free Cashflow (45.6) (99.2) (253.9) 33.3 63.4 $1 1
FCFPS (cents) (43.7) (63.3) (56.2) 7.4 14.0 0 0
PFCF (x) (0.5) (0.4) (0.4) 3.1 1.6 $ 12 months
—— VWL (LHS) Rel. S&P/ASX 300 RES.

DPS (cents) 0.0 0.0 0.0 0.0 0.0
Yield (%) 0.0 0.0 0.0 0.0 0.0 Performance %1mth 3mth 12mth
Franking (%) 100.0 100.0 100.0 100.0 100.0 Absolute -52.3 -86.9 -84.9

Relative -54.2 -81.2 -73.0

All information and advice is confidential and for the private information of the persons to whom it is provided and is provided 1

without any responsibility or liability on any account whatsoever on the part of this firm or any member or employee thereof.
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Windimurra Vanadium Ltd $0.23
Valuation A$m A$/shx*
Windimurra 282 062
FXand Commodity Hedging 0 0.00
Unpaid Capital 1 0.00
Corporate (27) (0.06)
Exploration 0 0.00
Unpaid Capital\Equity Issue proceeds 51 o.M
Cash (post issue) 81 0.8
Debt (post issue) (184) (041
Price Target 203 0.45

(DCF @ 10% Discount Rate)

Sensitivity Analysis

Ferrovanadium Price

(US$/kg) EBITDA (A$m) EV/EBITDA (FY10)
US$30 627 22
US$40 1B33.7 10
US$50 6.7 038
US$60 2337 06
US$70 290.7 05
Valuation Summary of Operating Assets
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=—#— Cash cost of production (US$/t of V)

Ore Reserves Mt % V205 tv
Windimurra 98.0 047 257936
Mineral Resources Mt % V205 kt V
Windimurra 1766 046 454896
Directors

Name Position
Wolf Martinick Non-Executive Chairman
lain Scott Managing Director
Gary Korte Executive Director
Earl of Warwick Non-Executive Director
Ricardo Lieman Non-Executive Director
Phillip Laskaris Non-Executive Director
Nicholas Morland Non-Executive Director
Major Shareholders Shares (m) est %
Matterhorn Investment Management, L.L.P. 02 ©3
Ward Ferry Management 94 6.0
JPMorgan Asset Management UK. Limited 90 58
INVESCO Australia 89 57
Gersec Trust 89 56
Kinetic Investment Partners Limited 77 49

**fully diluted for assumed $50m equity raise March Q 2009 eq raise at:

7.75

Year End June 30

Commodity Assumptio 2008A 2009F 2010F 2011F
A$:US$ 0.90 0.70 068 0.71
Copper (US$/Ib) 353 221 179 181
Lead (US$/Ib) 131 067 061 061
Zinc (US$/Ib) 18 062 058 0.60
Nickel (US$/Ib) 293 597 523 542
Tin (US$/Ib) 8.6 6.91 5.86 453
Ferrovanadium (US$/kg) 35.00 2922 29.81 3041
Iron Ore Fines (US$/t) 6175 8448 60.18 57.92

Production Summary 2008A 2009F 2010F 2011F

Contained V produced (t) 234 4,959 5,667

FeV price received (US$t) 126,046 29,677 30,410

16,921
0.71

Cash cost of production (US$/t of V) 128,474 17,088
Exchange rate received 0.69 0.68

Profit & Loss (A$m 2008A 2009F 2010F 2011F
Sales Revenue 0.1 42.0 215.6 2445
Other Income 9.3 4.1 0.6 19
Operating Costs (19) 420 8.0 w7
Exploration Exp. 04 08 08 08
Corporate/Admin 44 12 0.3 05
EBITDA 6.5 (7.9) 97.2 1n7.4
Depn & Amort 00 06 »3 %0
EBIT 6.5 (8.5) 84.9 103.4
Interest 87 6.5 w7 w7
Operating Profit (2.2) (24.0) 67.2 85.6
Taxexpense 00 0.0 202 257
Minorities 0.9 (24) 47 6.0
NPAT (2.1 (21.6) 42.3 53.9
Significant ltems 00 0.0 0.0 0.0
Normalised NPAT (1.5) (14.4) 423 53.9
Cash Flow (A$m 2008A 2009F 2010F 2011F
Adjusted Net Profit 29 (216) 423 539
+Interest/Tax/Expl Exp 91 6.3 38.7 443
- Interest/Tax/Expl Inc w7 Al 395 451
+Depn/Amort 00 0.6 ©3 %o
- Other 00 0.0 0.0 00
Operating Cashflow (7.8) (21.8) 53.8 67.1
- Capex (tasset sales) 83.0 2474 37 38

- Working Capital Increase 84 (B62) 6.8 0.0
Free Cashflow (99.2) (253.9) 33.2 63.3
- Dividends (ords & pref) 00 0.0 0.0 0.0
+Equity raised 79.7 510 0.0 0.0
+Debt drawdown (repaid) u34 324 0.0 0.0
Net Change in Cash 123.9 (170.6) 33.2 63.3
Cashat End Period 913 207 540 17.3
Net Cash/(LT Debt) 396 (163.3) (130.0) (66.7)
Balance Sheet (A$m 2008A 2009F 2010F 2011F
Cash 913 207 54.0 1m3
Total Assets 339.1 4009 4432 4972
Total Debt 616 840 840 840
Total Liabilities 627 85.1 85.1 85.1
Shareholders Funds 8238 214 2617 367
Ratios

Net Debt/Equity (%) na 744 497 211
Interest Cover (x) 07 na 48 58
Return on Equity (%) na na 6.2 A

All information and advice is confidential and for the private information of the persons to whom it is provided and is provided

without any responsibility or liability on any account whatsoever on the part of this firm or any member or employee thereof.
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Resources

Andrew Harrington — Coal Analyst Phone: (+61 2) 8238 6214 Email: aharrington@psl.com.au
Alex Passmore — Head of Metals & Mining Phone: (+61 8) 9263 1239 Email: apassmore@psl.com.au
Scott Simpson — Oil & Gas Analyst Phone: (+61 8) 9263 1679 Email: ssimpson@psl.com.au
Levi Spry — Resources Analyst Phone: (+61 8) 9263 1610 Email: Ispry@psl.com.au

Josh Welch — Resources Analyst Phone: (+61 8) 9263 1668 Email: jwelch@psl.com.au
Industrials

Allan Franklin — Assistant Analyst Phone: (+61 8) 9263 1151 Email afranklin@psl.com.au
David Gibson — Industrial Analyst Phone: (+61 8) 9263 1664 Email dgibson@psl.com.au
Jonathan Kriska — Property Analyst Phone: (+61 2) 8238 6245 Email: jkriska@psl.com,au
Russell Wright - Retail Analyst Phone: (+61 2) 8238 6219 Email: rwright@psl.com.au
Institutional Dealing
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Dan Bahen Phone: (+61 2) 8238 6237 Email: dbahen@psl.com.au
Paul Doherty Phone: (+61 3) 8803 0108 Email: pdoherty@psl.com.au
Trent Foxe Phone (+61 2) 8238 6265 Email: tfoxe@pls.com.au
Andrew Frazer Phone: (+61 8) 9263 1241 Email: afrazer@psl.com.au
Jason Lal Phone: (+61 2) 8238 6276 Email: jlal@psl.com.au

Ben Mcllvride Phone: (+61 2)8238 6253 Email: bmcilvride@psl.com.au
Jeremy Nugara Phone: (+61 3) 8803 0166 Email: jnugara@psl.com.au
Trevor Pike Phone: (+61 3) 8803 0110 Email: tpike@psl.com.au
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Sandy Wylie Phone: (+61 8) 9263 1232 Email: swylie@psl.com.au

Important Notice: Copyright 2008. The contents contained in this report are owned by Patersons Securities Limited (“Patersons”) and are protected by the Copyright Act 1968 and the copyright laws of
other countries. 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 or use 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 advice (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 direct or 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 situation 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 individual financial circumstances and investment objectives.

Disclosure: Patersons, its director 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 did 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 (-5% to +5% total return) and Sell (> 5% 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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