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Busy on the ground

Highlights

Legend International (LGDI) has been busy on the ground developing
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12mth Rating

SPECULATIVE BUY

its phosphate assets in the Georgina basin. During that time Price us$ 0.45
discussions have continued with interested parties to form a strategic Exchange/Code OTC BB LGDI
partnership.

e Paradise South permitting — The EIS for the Paradise South Shares o/s ;n AT
project covering mining, beneficiation, supporting infrastructure Free Float %o 31
and transport has been submitted to the Queensland Department Market Cap. US$m 101.9
of Resource Management for assessment. The statutory Net Debt (Cash) US$m -6
timeframe indicates that an Environmental Authority could be Net Debt/Equity % na
granted Q1 CY2012 which would subsequently lead to the , 0.04
granting of the Paradise South Mine Lease. This will be the final EL G _D' e Ui 1 19/0'37
of the three mining leases LGDI require for the Georgina Basin 52wk High/Low us$ : :
Phosphate Project

Valuation:

. D-Tree - Testing of a number of drill core samples from the D- Methodol DCF
Tree deposit is being carried out to determine the relationships Ccceeoy
between the mined ore and expected P,Os recoveries. Initial Net Asset Value Expanded Case
results indicate efficient coarse silica removal without needing to US$m 335
crush the ore and excellent flotation concentration of phosphate. US$/share 1.48
These results appear similar to what was found for Paradise
South ore and will ensure the Mt Isa fertiliser plant has sufficient . .
resources to operate far beyond the current 29 year horizon. Analyst: bl FREe s, Ll Ul

. . ) o Phone: +61 8 9263 1239

« Search for a strategic partner — Discussions are continuing Email: apassmore@psl.com.au

with interested parties to form a potential strategic partnership.
Given the size of the project, quality of the assets, volatile nature
of the markets and the growing profile and price of fertilisers we
expect this process will take a while longer. However, we are
confident the strong board and management of LGDI will
complete a transaction in the best interest of shareholders.

The phosphate market - has tightened considerable over the
last few months despite the massive Saudi Arabian operation,
Ma’aden, getting its first shipment of DAP away (about 2 years
late). Moroccan phosphate rock prices are currently pushing
$200/t and DAP is quoted over $650/t on an FOB US Gulf basis.

Fundamentals - Supporting the current market is US fertiliser
major, Mosaic having a court injunction hindering the expansion
of their main Florida mine. It should also be noted that the Indian
Agriculture Minister believes that India needs to take measures to
secure supplies of imported fertilisers potentially through
investing in fertiliser companies abroad.

LGDI is listed on the US OTC Bulletin Board. We
caution that the top 5 shareholders makes up a
significant proportion of the combined market
capitalisation and at present the share has
relatively low market liquidity. LGDI holds a high-
value portfolio of phosphate tenements around the
Georgina Basin. The company has progressed plans
to increase reserves and become a high value
fertiliser producer in the medium term. Ongoing
news-flow together with
secondary listing and further funding initiatives
could be expected to improve liquidity

the potential for a

12 Month Share Price Performance

, " . $120 - rl.2
. We expect LGDI's share price to recover as milestones such as
increased reserves, partnerships, EA and mining leases are met.
The climbing price of phosphate has yet to be factored in. $100 1 1
Accordingly we retain our Speculative BUY & =
recommendation with a price target of US$1.48 per share. < $0.80 A r08o
3 =
S £
> $0.60 r O.GQE)
IS
Year End December 30 2013F 2014F 2015F 2016F 2017F 2018F ﬁ $0.40 - L 0_4§
Reported NPAT ($m) (44.4) 128.8 122.3 (43.8) 176.1 249.7
Recurrent NPAT ($m) (44.4) 128.8 122.3 (44.8) 174.1 246.7 $0.20 L 0.2
Recurrent EPS (cents) (19.4) 56.2 53.4 (19.5) 76.0 107.6
EPS Growth (%) na na na na na na $0.00 J Lo
PER (x) (2.2) 0.7 0.8 (2.2) 0.6 0.4 : 12 Months
EBITDA ($m) (2.6) 368.6 413.3 187.9 468.3 542.8
E\a//ZBII:n/:)(X) L oo o "2 This document may not be distributed, directly or
Frepe )éashflow (777:3) (187:3) 50.8 83.5 380.6 4702  indirectly, in the United States. This document is
FCFPS (cents) (339.3) (81.7) 22.2 36.4 166.1 205.1 being furnished to you solely for your information
PFCF (x) (0.1) (0.5) 1.9 1.2 0.3 0.2 and neither it nor the information contained in it
may be copied or redistributed to any other
DPS (cents) 0.0 0.0 0.0 0.0 0.0 00 = person. This document may not be distributed in
Yield (%) 0.0 0.0 0.0 0.0 0.0 0.0 .
Franking (%) 0.0 0.0 0.0 0.0 0.0 0.0 the United States, Canada or Japan.
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All information and advice is confidential and for the private information of the person 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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Year End Dec 31

Legend International Ltd OTC:BB $0.45
Valuation of the Expanded Case A$m A$/sh
Paradise North & South 342 151
North Australia Diamonds 14 0.06
Diamond Holdings 4 0.02
Corporate Costs (28) (0.12)
Cash 6 0.03
Debt 3) (0.01)
Total @ 10% Discount Rate 335 1.48
Price Target 1.48
Valuation Summary of Operating Assets
Paradise North &
South North Australia
96% Diamonds
4%
Paradise Projects Production Summary
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Reserves & Resources
Paradise South Mt P,Os
Reserves Proven & Probable 55 33%
Resource Historic Non JORC 293 17%
Paradise North
Resource Historic Non JORC 193 18%
D-Tree
Resource Inferred 305 15%
Resource Historic Non JORC 339 16%
Directors
Name Position

Joseph Gutnick
Dr. U.S. Awasthi

Dr. Allan Trench

Dr. David Tyrwhitt
Mr. Henery Herzog
Mr. Manish Gutpa

Substantial Shareholders Shares (m)
Renika Pty Ltd 48.8
IFFCO 34.3
Attara Capital LP 30.8
Soros Fund Management 234
Chabad House of Caufield 19.9

President & CEO
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director

(%)
212
15.2
136
104
8.8

RESEARCH NOTE - PATERSONS SECURITIES LIMITED

Commodity Assumptions 2010A 2011F 2012F 2013F 2014F 2015F
A$:US$ 0.93 1.05 1.03 0.94 0.92 0.91
DAP/MAP (US$/t FOB) 410 617 527 511 545 579
Phosphate Rock (US$/t FOB) 178.88 158.19 153.34 163.50 173.67
Ammonia (US$/t FOB) 491.79 515.88 541.16 567.68 595.50
Alumium Floride (US$/t FOB) 1100.00 1250.00 1392.10 1480.70 1572.90
Production Summary 2010A 2011F 2012F 2013F 2014F 2015F
Production (kt) Feed for Phosphorus Acid Plant

Paradise North & South 2000 2000
Total Production 2000 2000
Cost Summary (US$/t)

Paradise North & South 295.65 305.61
Alumium Fluoride Credit 37.02 39.32
Weighted Ave Cash Costs with AIF3 Credit 258.64 266.29
Ave Price Received (FOB) 582.02 618.22
Profit & Loss (US$m) 2010A 2011F 2012F 2013F 2014F 2015F
“Sales Revenue 0.00 0.00 0.00 0.00 743498 79132
Other Income 29 23 0.3 0.7 5.4 16.5
Operating Costs 0.0 0.0 0.0 0.0 3784 391.2
Exploration Exp. 25.7 52 0.0 0.0 0.0 0.0
Corporate/Admin 13.8 8.8 3.2 33 33 34
EBITDA (36.5) (11.7) (2.9) (2.6) 368.6 4133
Depn & Amort 14 14 0.0 36.3 107.7 135.8
EBIT (37.9) (13.1) (2.9) (38.9) 260.9 2775
MRRT 0.0 0.0 0.0 0.0 0.0 0.0
Interest 0.0 0.0 0.2 24.6 76.9 102.8
Operating Profit (37.9) (13.1) (3.1) (63.5) 184.0 174.7
Tax expense 0.0 0.0 (0.9) (19.0) 55.2 52.4
Minorities (3.8) (3.8) 0.0 0.0 0.0 0.0
Abnormals 0.0 0.0 0.0 0.0 0.0 0.0
NPAT (34.1) 9.3) 1) (44.4) 128.8 1223
Normalised NPAT (34.8) ®8.7) 1) (44.4) 128.8 1223
Cash Flow (US$m) 2010A 2011F 2012F 2013F 2014F 2015F
Adjusted Net Profit @4.1) ©.3) 21 (@4.4) 1288 122.3
+ Interest/Tax/Expl Exp 25.7 52 0.7) 5.6 132.1 155.2
- Interest/Tax/Expl Inc 25.7 11.2 (0.7) 5.6 132.1 155.2
+ Depn/Amort 14 14 0.0 36.3 107.7 135.8
+/- Other (2.8) (2.4) 0.0 0.0 0.0 0.0
Operating Cashflow (35.5) (16.2) (2.1) (8.1) 236.5 258.1
- Capex (+asset sales) 6.4 21 362.6 750.6 479.1 259.7
- Working Capital Increase 0.0 0.0 0.0 0.0 0.0 0.0
Free Cashflow (42.0) (18.3) (364.7) (758.7) (242.5) (1.6)
- Dividends (ords & pref) 0.0 0.0 0.0 0.0 0.0 0.0

+ Equity raised 25 0.0 0.0 0.0 0.0 0.0

+ Debt drawdown (repaid) 24 (0.2) 362.4 765.3 478.8 167.9
Net Change in Cash (47.5) (18.6) (2.4) 6.6 236.3 166.3
Cash at End Period 25.2 6.6 4.2 10.8 247.1 413.4
Net Cash/(LT Debt) 25.2 38 16 (369.1) (973.9) (1105.7)
Balance Sheet (US$m) 2010A 2011F 2012F 2013F 2014F 2015F
Cash/Bullion 25.2 6.6 4.2 10.8 247.1 413.4
Total Assets 79.0 66.8 425.1 1146.0 1790.8 2120.6
Total Debt 0.0 2.8 437.7 1356.2 1930.8 2134.2
Total Liabilities 53 -6.8 353.6 1118.9 1635.0 1842.4
Shareholders Funds 73.6 73.6 715 27.1 155.9 278.2
Ratios

Net Debt/Equity (%) -34.2 -5.1 -2.3 1364.3 624.7 397.5
Interest Cover (x) na na -17.0 -1.6 3.4 2.7
Return on Equity (%) na na na na 82.6 44.0
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Date Type Target Price Share Price Recommendation Return
15 Apr 11 Research Note 1.05 0.73 B
Current Share Price 0.45 -38.4%

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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All information and advice is confidential and for the private information of the person to whom it is provided and is provided without any responsibility
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Important Notice: Copyright 2011. 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 @ 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 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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