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Mt Monger site visit

Site visit:

Argonaut recently visited Silver Lake’'s (SLR) Mt Monger mine, 50km south east of
Kalgoorlie.

SLR aims to expand Mt Monger to 200kozpa by FY14 (FY11lA 63koz) via the "Three Daisy
Milano Strategy" i.e. three independent underground mines producing ~60kozpa each,
plus ~20kozpa from open pits.

Impact: Positive

Substantial progress has been made towards this goal over the 6 months since
Argonaut's last site visit:

e Ventilation bottleneck removed with a $5m system installed

. Underground ore production increased to current >30ktpm and building (now

running 5 trucks)
. Development continues, opening up more working areas

. Multiple access drives into Haoma (current Resource 235koz @ 31g/t), long hole
opportunities, long strike length

. Drilling to west, identifiction of further lodes likely
. Identified new mineralisation on the other side of a 20m wide waste dyke
. Open pit mining underway at Wombola Dam, drilling to add to open pit inventory

Full year guidance remains unchanged at 100-110koz v Argonaut 100koz @ $655/0z.
Cash costs (September Q $739/0z) are expected to decrease over the next 3 quarters as
volumes increase over the same fixed cost base.

View: Positive

The stock will be supported by:
. Growth - Targeting 300kozpa from 2014 and 5Moz Resources in 2012

. Catalysts - Continued ramp-up in production, results west of Haoma, Magic mining
study, Murchison development, ongoing Eelya Complex copper results,
copper Resource, aggressive exploration ($18m p.a. gold, $20m base metals)

maiden

Recommendation: Buy

Argonaut’s target price increases to $3.99 (was $3.22) after increasing the Mt Monger
mine life to eight years (was seven years) and adding $0.17 ($36m) for the early stage
copper results. At flat spot gold and fx the target price is $4.92.
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Silver Lake Resources

Recommendation BUY
Current Price $3.58
Target Price (1.2x NAV) $3.99
Profit & Loss ($m) 30 June 2011A 2012E 2013E 2014E
Sales Revenue 90.0 158.3 374.6 454.4
Other income 1.0 3.4 6.9 15.6
Operating costs 53.0 64.7 180.3 223.9
Exploration expense 0.8 15.1 15.3 0.0
Corporate / administration 3.1 5.0 5.1 5.2
EBITDA 34.1 76.9 180.7 240.9
D&A 11.1 10.0 24.2 29.3
EBIT 22.9 66.9 156.6 211.5
Finance expenses 0.2 0.0 0.0 0.0
Impairment of assets 0.0 0.0 0.0 0.0
Profit Before Tax 22.8 66.9 156.5 211.5
Tax expense 7.0 20.1 47.0 63.5
Minorities 0.0 0.0 0.0 0.0
NPAT 15.8 46.8 109.6 148.1
Normalised NPAT 15.8 46.8 109.6 148.1
Cash Flow ($m) 2011A = 2013E 2014E
Operating Cashflow 33.3 91.0 194.3 214.9
- Capex 28.1 61.5 34.4 15.6
- Exploration & evaluation 15.3 15.1 15.3 15.6
- Asset purchases (+ asset sales) 3.1 0.0 0.0 0.0
Free Cashflow -13.1 14.5 144.6 183.6
- Dividends 0.0 0.0 0.0 0.0
+ Equity raised 0.0 57.0 0.0 0.0
+ Debt drawdown (- repaid) -0.3 0.0 0.0 0.0
Net Change in Cash -13.4 71.5 144.6 183.6
Cash at end period 16.1 87.6 232.2 415.7
Balance Sheet ($m) 2011A 2012E 2013E 2014E
Total Assets 128.0 274.8 473.9 660.2
Total Debt 0.4 0.4 0.4 0.4
Total Liabilities 36.6 111.9 166.5 169.2
Shareholders Funds 91.4 162.9 307.4 491.0
Gold Production Summary 2011A 2012E 2013E 2014E
Mount Monger (koz) 63 100 200 200
Murchison (koz) o] [o] 42 94
Total Gold 63 100 242 293
Gold Cash Cost (A$/0z) 677 655 745 764
Gold Price Realised (A$/0z) 1390 1550 1550 1550
Reserves & Resources (December 2
Resources Mt g/t Au (koz)
Mount Monger 5.1 8.9 1467
Murchison 18.4 2.8 1650
Rothsay 0.6 7.0 133
Total 24.1 4.2 3250
EV / Resource ($/0z) $225
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Sector Materials
Issued Capital (m) 206.3
Market Cap (m) $738.5
Updated 30-November-2011
Financial Summary 2011A 2012E 2013E 2014E
Reported Earnings
Net Profit ($m) 15.8 46.8 109.6 148.1
EPS (cents) 7.8 20.9 49.0 66.2
PER (X) 46.8 15.8 6.7 5.0
Normalised Earnings
Net Profit ($m) 15.8 46.8 109.6 148.1
EPS (cents) 7.8 20.9 49.0 66.2
EPS Growth (%)
PER (x) 46.8 15.8 6.7 5.0
Cashflow
Operating Cashflow ($m) 33.3 91.0 194.3 214.9
GCFPS (cents) 16.4 40.7 86.9 96.0
PCF (x) 21.8 8.8 4.1 3.7
Dividend
Dividend (cents) 0.0 0.0 0.0 0.0
Yield (%) 0.0 0.0 0.0 0.0
Franking % 100 100 100 100
Balance Sheet Ratios
Total Debt / Equity (%) 0.4 0.2 0.1 0.1
Interest Cover (x) - - - -
Acid test ratio (x) 1.0 2.7 2.8 3.8
Profitability Ratios
Net Profit Margin (%) 17.6 29.6 29.2 32.6
Return on Assets (%) 20.5 35.7 64.8 86.5
Return on Equity (%) 17.3 28.7 35.6 30.2
Valuation Summary A$m A$/sh
Mount Monger 457.2 2.22
Murchison 57.6 0.28
Eelya Complex 35.9 0.17
Exploration 50.0 0.24
Forwards 0.0 0.00
Corporate -14.8 -0.07
Unpaid Capital 7.3 0.04
Cash and bullion estimate 92.4 0.45
Debt 0.0 0.00
Total @ 7.7% discount rate 686 3.32

Paul Chapman Non-Executive Chairman
Les Davis Managing Director
Chris Banasik Executive Director - Exploration and Geology
Brian Kennedy Non-Executive Director
Peter Johnston Non-Executive Director
David Griffiths Non-Executive Director

Substantial Shareholders %
Sprott Asset Management 9.5%
Macquarie Group 6.1%

REALISED PRICE AND COST PROFILE
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Recent Mt Monger site visit...

...reaffirms SLR’s growth
credentials

Management is prudently de-
risking the business...

...with a fifth ore source,
plant expansion, and a
second production centre

Growth credentials reaffirmed

Argonaut’s recent Mt Monger site visit reaffirms SLR’s growth credentials:

. Production - FY12F 100-110koz, 300kozpa target by 2014

. Resources - August 2011 3.3Moz, 5.0Moz target by June 2012

ARGONAUT

. Mine life - Expansion of Haoma over next 12 months to drive +10 year mine life at

Mount Monger, plus other parallel structures

Figure 1: Haoma — The next Daisy Milano?

Source: SLR

Following the site visit, Argonaut increases the assumed Mt Monger mine life to eight years

(was seven years).

De-risking the business

Management is de-risking the business with a fifth ore source (Wombola Dam — starter pit
~13koz, conceptual “big pit” 420m long x 250m wide), two-stage plant expansion, and a

second production centre at Murchison.

Figure 2: Wombola Dam — Mining underway

—

Source: Argonaut
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Promising copper discovery

Recently announced a high SLR recently announced a high grade copper discovery at Hollandaire, part of the Eelya
grade copper discovery at Complex, located immediately north of the planned Murchison gold mill. Assay results from
Hollandaire... seven holes out of a nine hole program were reported, with grades up of up to 45% Cu,

5.5/t Ag and 2569/t Ag.

Surface geophysics has located nine electromagnetic conductors at Hollandaire, Colonel,
Mount Eelya, and Eelya South. Drill testing continues.

Figure 3: Eelya Complex — Area containing EM conductors

smw‘o‘—e . s-.nmi)m: m.w‘n-ﬂ\
...located immediately north
of the planned Murchison
gold mill
Source: SLR
High grade Cu stocks are High grade (+2% Cu) stocks are trading at an average of $718/t Resource.

trading at $840/t Resource...
Figure 4: High grade copper peers - $/t Resource
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Source: Argonaut
...resulting in an early stage
Hollandaire valuation of

$0.20 Based on the seven released holes, Argonaut estimates an inventory of 1Mt @ 5% for 50kt
.20ps

contained Cu, resulting in a valuation of $36m or $0.17ps.
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Information Disclosure

Each research analyst of this material certifies that the views expressed in this research material
accurately reflect the analyst's personal views about the subject securities and listed corporations.
None of the listed corporations reviewed or any third party has provided or agreed to provide any
compensation or other benefits in connection with this material to any of the analyst(s).

General Disclosure and Disclaimer

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL")
or by Argonaut Securities (Asia) Limited (“*ASAL”) for the use of the clients of ASPL, ASAL and other
related bodies corporate (the “Argonaut Group”) and must not be copied, either in whole or in part,
or distributed to any other person. If you are not the intended recipient you must not use or
disclose the information in this report in any way. ASPL is a holder of an Australian Financial
Services License No. 274099 and is a Market Participant of the Australian Stock Exchange Limited.
ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in
Hong Kong with its activities regulated by the Securities and Futures Ordinance (“SFO”)
administered by the Securities and Futures Commission (“SFC”) of Hong Kong.

Nothing in this report should be construed as personal financial product advice for the purposes of
Section 766B of the Corporations Act 2001 (Cth). This report does not consider any of your
objectives, financial situation or needs. The report may contain general financial product advice and
you should therefore consider the appropriateness of the advice having regard to your situation. We
recommend you obtain financial, legal and taxation advice before making any financial investment
decision.

This research is based on information obtained from sources believed to be reliable and ASPL and
ASAL have made every effort to ensure the information in this report is accurate, but we do not
make any representation or warranty that it is accurate, reliable, complete or up to date. The
Argonaut Group accepts no obligation to correct or update the information or the opinions in it.
Opinions expressed are subject to change without notice and accurately reflect the analyst(s)’
personal views at the time of writing. No member of the Argonaut Group or its respective
employees, agents or consultants accepts any liability whatsoever for any direct, indirect,
consequential or other loss arising from any use of this research and/or further communication in
relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to
engage in or refrain from engaging in any transaction. The Argonaut Group and/or its associates,
including ASPL, ASAL, officers or employees may have interests in the financial products or a
relationship with the issuer of the financial products referred to in this report by acting in various
roles including as investment banker, underwriter or dealer, holder of principal positions, broker,
director or adviser. Further, they may buy or sell those securities as principal or agent, and as such
may effect transactions which are not consistent with the recommendations (if any) in this research.
The Argonaut Group and/or its associates, including ASPL and ASAL, may receive fees, brokerage or
commissions for acting in those capacities and the reader should assume that this is the case.

There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. International investors are reminded of the
additional risks inherent in international investments, such as currency fluctuations and
international stock market or economic conditions, which may adversely affect the value of the
investment.

The analyst(s) principally responsible for the preparation of this research may receive compensation
based on ASPL’s and / or ASAL’s overall revenues.

Hong Kong Distribution Disclosure

This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is
licensed (AXO 052) and regulated by the Hong Kong Securities and Futures Commission. Further
information on any of the securities mentioned in this material may be obtained on request, and for
this purpose, persons in the Hong Kong office should be contacted at Argonaut Securities (Asia)
Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong Kong, telephone (852)
3557 48000.

© 2011. All rights reserved. No part of this document may be reproduced or distributed in any
manner without the written permission of Argonaut Securities Pty Limited and / or Argonaut
Securities (Asia) Limited. Argonaut Securities Pty Limited and Argonaut Securities (Asia) Limited
specifically prohibits the re-distribution of this document, via the internet or otherwise, and accepts
no liability whatsoever for the actions of third parties in this respect.
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