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Indices & Prices

All Ordinaries 5,997.40
Energy Index 12,965.40
Brent US$/bbl 67.82
AUSS$/USS 0.8043
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Reed Resources - New Vanadium Player (ROK)

Capital Structure

Driginally

Recommendation:

ASX Code RDR Reed Resources represents a speculative buy.
Shares 97 m.
Options 8 m. Reed Resources’ Barrambie vanadium project holds
g‘:]‘Sh ('is_t) $ 0 615 m. significant potential to add value for its shareholders.
are Price ) ; : :
Vanadium has been a fickle commodity for smaller
Market Cap $ 58.7 m. Y

companies with a relatively small world market and
strong commodity players. A booming steel industry,
especially in Asia opens up an opportunity
e ‘./I WESTERN for a low cost new entrant. Recent drilling
e / AUSTRALIA  shows wide zones grading +1% V,0sand
L with continuity along an 11 kilometre
1 - mineralised structure, the project is not
0w Q| Bamrambie resource constrained.

Project Locations

The company has structured gold project
[Comet vale] development and production at its Comet Vale
project so as to limit its downside. The market
will be watching to see if sustained and
profitable production can be established as
new stopes are opened up for production, so
as to deliver a targeted $4-5 m pa.

Faigoorko

Project Cross Section
S350 5400E

SECTION 9500N

Weakly oxidized =

| Weakly  Unmineralised
| oxidized gabbro

Mineralised gabbro

> 0.85% V05
0.55% - 0.84% V, 0
0.40%-055%V 0

Source: Reed Resources Ltd.

| jsomp -
==
0 50m

(Continued on page 2)

S&P ASX 200 Energy Index Brent Crude Oil $US/barrel A$/USS$
15,500 80.00
15,000 - 7500 - 0.8800 -
14,500 - 0.8600 -
14.000 | 70.00 -
' 0.8400 -
ig’ggg | 65.00 7 0.8200 -
! l 60.00 - i
i 0.8000
12,000 /= 55.00 - 0.7800 -
11,500 & 50.00 +———————————— 0.7600
5558555 5555555 5558555
2 %5 L > S 5 O 2 5 = > £ 5 O 2 %5 L > S 5 O
f=&83° 232 =& 237> 2 f=&23° 32

Copyright © 06/07 Pex Publications Pty Ltd ACN: 59 077 704 146




StackAnalysis

By Peter Strachan

Reed Resources Special
August 23rd 2007
Page 2

0.60

0.50

0.40

0-30 T T T T T T T T T T T T
558888555555
352855585155
P’E(%OZQ'-:LLE(EE:

Risk Adjusted Target Valuation

Asset

Joint venture funding for nickel and iron mineralisation limits cash outflow.
Development of a direct shipping, hematite operation could contribute $2-4 million
tonnes pa to the company, post 2010. These assets hold potential to provide good,
medium term cash flow and add to the overall valuation story.

Vanadium

Reed Resources is working towards a feasibility study which could see it develop a 9,000
tpa V.05 operation by early 2011. Internal project economics indicate low operating costs
and an NPV of A$370 million. The company is funded for its current phase of feasibility
work.

Gold

Its Comet Vale mine could provide useful early cash flow as gold production ramps up,
while exploration in the region indicates several prospects for further drilling and the
potential for vat leaching of open pit ore.

Iron Ore

Up to 10 million tonnes of iron mineralisation is being targeted at 20% held Mt Finnerty
project by JV partner Portman, with a view to mining 1 mtpa within 2-3 years, to blend
with its nearby Koolyanobbing ore.

Exploration

The company control a huge permit in the prospective Musgrave region where early
geophysical studies followed by ground sampling could lead to a farm-out for
detailed exploration.

Comet Vale Mine
Comet Vale Open Pit
Comet Vale Exploration
Barrambie *

Mt Finnerty Iron
General Exploration

Corporate + Cash/Options

*Risked at 40%

Source: Strachan Corp. Pty Ltd.
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Valuation
$m _ StockAnalysis calculates a risk adjusted target value of around $147 million, which
8.5 compares favourably with its current market capitalisation of just $59 million.
0.5
1.9 If Barrambie were to meet the company’s timeline for development ramping up
120 production through 2011, at a vanadium oxide price of A$7/lb, the project could
8.4 see Reed deliver full year earnings after tax of around $32 million in 2012.
8.0  capitalising profit at 9 times and discounting at 12% pa, produces a discounted
0.5 capitalisation target value of $182 million for the company.

Originally Published Vol 4, [ssue 16 August Ist 2007

Reed lpdate (FOF)

The Reed Resources’ quarterly report reveals progress at its Mt Finnerty iron and nickel
projects, while drilling at the Barrambie vanadium project has outlined large areas of
relatively high grade material with a V,0s5 content of around 0.9%.

At Mt Finnerty, Portman achieved a huge coup by earning an 80% interest in iron ore
rights by spending just $300,000. This must be the deal of the decade for Portman, since
the project area looks set to yield at least 10 million tonnes or high grade hematite for
blending with its Koolyanobbing mineralisation. Reed was not in a position to develop a
standalone project at Mt Finnerty. Effectively giving 80% of the area to Portman, so that
the project could go ahead, ultimately made sense to Reed and should see both
companies benefit, though Reed will now be heads up at 20% for future evaluation work.

The Barrambie project has lost its initial technical project leader, since he moved on to
float his own company, but a new project leader has been appointed. One of the
challenges faced by Reed is to man-up this project in an environment where skills are at
a premium.

Reed is cashed up to complete a feasibility study on Barrambie by mid 2008
and will be trying to position itself for project funding by that time.
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Keed Resources Maves on Barrambie (FROR)

Oon 25" of July, StockAnalysis outlined advances being made by Reed Resources on
several fronts. Predictably, the company saved some good news for the Diggers &
Dealers, when it announced an initial estimate of Mineral Resources by Snowden Mining
Industry Consultants Pty Ltd for its Barrambie Vanadium Project. These calculations
confirm Barrambie as a high grade deposit with 0.82% V,0s using a 0.5% V,0s block cut
off. This is the highest grade of any of the major vanadiferous magnetite deposits in
Australia. The total Indicated and Inferred Mineral Resource is estimated at 23.6 Mt at
0.82% V.05, 17.9% TiO, and 48.5% Fe,0Ozat a block cut off grade of 0.5% V,0s If a
block cut off of 0.3% V,0sis applied there is a substantial increase in tonnage to an
estimated 79.8 Mt but at a much reduced grade of 0.50% V,0s. The company continues
to drill out its 11 kilometer long zone of mineralisation and is undertaking pilot plant
processing trials to formulate a final metallurgical process route.

Metallurgical work so far has achieved a 22% increase in concentrate grade to 1.68%
V,0s and a 77% increase in mass recovery to concentrate to 64%.

Lontact
Peter Strachan: Peter@stockanalysis.com.au
Pex Publications: oilinfo@pex.com.au

5/1 Almondbury Rd Mt Lawley, WA 6050

Tel: 08 9272 6555 Fax: 08 9272 5556

Website: www.stockanalysis.com.au
WWW.pex.com.au

Disclaimer

The information or advice (including any financial product advice) herein is believed to be reliable and accurate when issued however,
Strachan Corporate Pty Ltd ABN 39 079 812 945; AFSL 259730 (“Strachan”), does not warrant its completeness, reliability or
accuracy. Strachan, its Directors and their Associates from time to time may hold shares in the securities mentioned in this report and
therefore may benefit from any increase in the price of those securities. Opinions and estimates constitute Strachan’s judgment. The
author certifies that the views expressed in this document accurately reflect the analyst's personal views about the subject company
and are subject to change without notice. Strachan, its officers, agents and employees exclude all liability whatsoever, in negligence or
otherwise, for any loss or damage relating to this document to the full extent permitted by law. This material is not intended as an
offer or solicitation for the purchase or sale of any financial instrument. The investments and strategies discussed herein may not be
suitable for all investors. In preparing such general advice no account was taken of the investment objectives, financial situation and
particular needs of a particular person. Therefore, before acting on the advice, you should consider the appropriateness of the advice,
having regard to your objectives, financial situation and needs. There may be a product disclosure statement or other offer document
for the securities and financial products we write about in StockAnalysis. You should obtain a copy of the product disclosure statement
or offer document before making any decision about whether to acquire the security or product. If you have any doubts you should
contact your investment advisor. The investments discussed may fluctuate in price and changes in commodity prices and exchange
rates may have adverse effects on the value of investments. Strachan Corporate Pty Ltd has been commissioned to prepare reports for
Golden Gate Petroleum and Reed Resources and will receive fees for this work. The author holds shares in OEL, EXS, CYL, ARQ, ACE,
ROC, MGR, SUN, TAP, HGR, EXR, GRL, PCL, WSS, RCR, HZN, HAV, GRD, PTM, SSC, MMA & BRT.
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