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Geopacific Resources (GPR)

Breathing new life into Woodlark

Geopacific Resources Limited (GPR) is a Perth-based
gold exploration and development company listed on
the ASX with the ticker GPR. GPR recently agreed to
acquire up to 80% of the undeveloped Woodlark Island
Gold Project (Woodlark) in PNG from Kula Gold Limited
(Kula). Woodlark currently hosts a 2.1Moz resource at
1.5g/t including 0.77Moz reserve at 2.2g/t and has had
US$150m spent on exploration and study work over
recent years. After recently visiting Woodlark,
management are finalising plans to re-start aggressive
exploration within the coming 4-6 weeks to enable an
updated reserve (1.2Moz target) and rebased feasibility
study to be completed in 2H CY17. Although GPR is
targeting a project capable of delivering 150kozpa over
10 years, our more conservative base case estimates
(100kozpa over 12 years for US$150m capex) underpin a
fully diluted NPVis of A$0.10/share. Exploration upside
is likely and may support a larger project. We initiate
coverage with a BUY.

Extensive data set provides a solid starting point

e 2.1Moz resource & 0.77Moz reserve already defined

e Free-milling, open pittable, abundant free-dig

e US$150m spent on drilling and studies

e DFS completed at top of market pricing (2012), opex &
capex to be rebased in updated study

Simple earn-in structure allows GPR to own up to 80%

e Three tranche earn-in based on defined milestones or
expenditure (max. $18.65m) over 24 month period

e Project milestones allow up to 75% ownership plus 5% if
development finance is raised

® First major milestone is 1.2Moz reserve for 51%

GPR development plan to be refined in next 12 mths

e Focus on infill & extensional drilling to convert more
resource into reserve; currently only 36%

e Previous DFS to be superseded following increased
reserve, optimised pits & rebased economics

® GPR targeting >150kozpa for >10 years mine life

Permitting & social license well understood

e Granted Mining Lease (ML) although construction
approval expires July 2017

e Board/management have extensive experience building
& operating mines in remote & challenging settings

Conservative assumptions generate A$0.10/sh NPV

e Petra assume 100kozpa over 12yrs at A$1,122/0z AISC;
US$150m capex & 15% discount rate

BUY Share Price: A$0.037
Target Price: A$0.10

Company Data

Shares — ordinary (M) 1,152

Market cap. (M) 39

12 month low/high ($) A$0.06 / A$0.023

Average monthly turnover / volume
GICS Industry

A$0.32m / 7.9M
Materials / Gold

Financial Summary (fully diluted/normalised)

Year end Dec 2016F 2017F 2018F 2019F 2020F
Revenue ($M) 0.0 0.0 0.0 67.6 154.8
Costs ($M) 2.0 2.0 35 31.9 70.7
EBITDA ($M) -2.0 -2.0 -3.5 35.7 84.0
NPAT ($M) -1.7 -1.8 -3.1 20.8 43.2
EPS (¢ps) -0.2 0.1 -0.2 1.3 2.6
PER () na na na 3.3 1.6
Cashflow ($M) -1.7 -1.8 -3.1 32.7 68.5
CFPS (¢ps) -0.2 -0.1 -0.2 2.0 4.1
PCFPS (x) na na na 2.1 1.0
Enterprise Value ($M) 38 48 99 162 101
EV / EBITDA (X) -18.8  -242  -282 4.5 1.2
Dividends (¢ps) 0.0 0.0 0.0 0.0 0.0
Yield (%) 0.0 0.0 0.0 0.0 0.0
Board
Director Position Executive
Milan Jerkovic Chairman Non-Executive
Ron Heeks Managing Director Executive
Mark Bojanjac Director Non-Executive
John Lewis Company Secretary Executive
GPR - performance over one year
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Disclosure and Disclaimer

This report must be read with the disclosure and disclaimer on the final page of this
document. In August 2016, Petra Capital acted as Exclusive Manager to the placement
of 350M shares at $0.043/share to raise $15M, for which Petra Capital received a fee.
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Executive Summary

Earn-in targets appear readily achievable, 1.2Moz reserve & DFS for 75%

With 2.1Moz resource and only 0.77Moz in reserve, GPR believe the initial 1.2Moz reserve target and
updated DFS can be achieved well within the 24 month timeframe and below the A$18.65m
expenditure threshold. The key areas of focus to earn 75% of the project include:

e Infill drilling to convert more inferred resource into Measure & Indicated status to allow for
reserve classification; 770koz of inferred resource located within & around the main pit designs

e Extensional drilling to better define orebody size/geometry, potential along strike and at depth
® Rebase project economics to reduce cut-off grade & lower strip ratio

e Optimise mine plan and refine the feasibility study.

Simple, free-milling and open pittable project

Around US$150m has been spent by previous owners at Woodlark, including US$100m by Kula over
recent years. This work included 265,000m of drilling, metallurgical and geotechnical testwork, pre-
feasibility and definitive feasibility studies, as well as extensive focus on social, environmental and
permitting elements. Key outcomes include:

e Open pittable mineralisation starting at/near surface; conservative pit designs, abundant free dig
e Free-milling with 88-90% recoveries through gravity and CIL, no deleterious elements

® Deep Sea Tailings Placement (DSTP) approved and permitted; no costs related to tailings dam
e Deep water harbour located 15km from processing plant

e Environmental Permit (20 years) and Mining Lease granted (expires July 2017)

e Strong support from local regulators and communities.

The Project has been permitted but more clarity is required

After a 20 month waiting period, Kula received the Mining Lease for Woodlark in early July 2014. This
was after the award of the Environmental Permit in February 2014. These permits have a minimum 20
year term and cover various aspects of the project including construction and operating conditions,
environmental and social considerations, DSTP and government reporting requirements. However,
one of the key conditions of the ML was the completion of construction and commissioning of the
project within 36 months of the grant of the ML (July 2017). Whilst we understand only the
construction certificate has to be renewed to keep the Mining Lease in good standing, we expect more
clarity as GPR ramp-up their involvement with the project and regulatory bodies.

Significant exploration upside; region hosts multi-million ounce deposits

Woodlark Island is surrounded by several multi-million ounce gold deposits. Whilst a 2.1Moz resource
has been defined at Woodlark to date, there are numerous opportunities to expand the current
resource, as well as discover new deposits. A number of exploration opportunities can be identified:

e Extending known deposits both along strike and at depth

e Further work on earlier stage, near-mine exploration prospects & regional targets

e Investigation below coronous cover sequences which mask bedrock exposure across the island

Valuation upside to our A$0.10/sh price target (1XP/NPV)

Our A$0.10/sh price target is set in-line with our NPV of our base case production plan at 15%
discount rate. We include a nominal A$30m (A$0.02/sh) of exploration value to account for the 0.9Moz
not captured in our production plan, as well as the inherent value of assets in Cambodia and Fiji.

Key risks

Whilst a number of upside considerations can be identified, key risks relate to (i) gold price and
currency exposure, (i) permitting, geopolitical & social risks associated with operating in PNG (jii)
significant variation in capex, opex and mine planning relative to our forecasts and (iv) execution risk.
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Investment thesis

GPR recently entered a deal to earn up to 80% of the Woodlark Gold Project located on Woodlark
Island in PNG (Figure 1). The project is located within the broad regional geological province known
as the New Guinea Mobile Belt which hosts several multi-million ounce gold and copper-gold deposits
of mainly epithermal and porphyry affinity (Figure 2)

With 2.1Moz resource (45Mt at 1.5g/t) and 0.77Moz reserve (11Mt at 2.2g/t Au), Woodlark has had
extensive exploration and pre-development work completed, including 265,000m of driling and a
definitive feasibility study by the project vendors (Kula Gold) in 2012. After successfully permitting the
project in 2014, the gold price and gold market sentiment moved against Kula and, with limited further
funding capacity, they executed the recent earn-in deal with GPR.

With an extensive data set to hand, GPR is planning an infill and extensional drilling program to rapidly
expand the size of the reserve from the current 0.77Moz to the 1.2Moz target to earn a 51% interest;
inferred resources residing within or immediately adjacent to open pit designs will be the primary
target. Rebasing project economics will also assist by dropping the implied reserve cut off grade from
1g/t Au, thus capturing more tonnes at slightly lower grade and lowering the strip ratio. Significant
exploration potential also exists, with opportunities to grow existing deposits, follow up on regional
targets, as well as conduct further investigation of potential discoveries under the thin coronous cover
sequence which masks most of the island.

Whilst GPR are targeting an initial project capable of delivering >150kozpa for more than 10 years, we
have modelled a more conservative set of assumptions as the basis to our A$0.10/sh valuation. We
assume a 1.8Mtpa operation is built for US$150m (A$200m) starting in 2019 and delivering 104kozpa
at A$1,122/oz AISC for 12 years. Other projects, including Kou Sa in Cambodia and the Fijian
projects, are captured in our A$30m nominal exploration value.

With a sound base-case gold project with significant upside potential, funding to complete the earn-in
and a solid and experienced management team, we initiate coverage of GPR with a A$0.10/sh price
target (1XxP/NPV) and a BUY recommendation.

Figure 1: Reserves & tenements at Woodlark
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Current JORC Reserves of 766,000 ounces of gold

Source: Kula Gold, July 2012 at 0.5g/t gold lower cut

Figure 2: Gold deposits in the New Guinea mobile belt
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Analysis
Geopacific Resources Share Price (6] 0.04
(GPR) Iss. Shares (current) (M) 1152.3

Iss. Shares (diluted) (M) 1735.3
4-Oct-16 Unlisted Options (M) 0.0
Year End 31 Dec A$ Mkt Cap. ($M) 48.4
PROFIT & LOSS 2015A 2016F 2017F 2018F 2019F 2020F | RESOURCES INVENTORY 2015A 2016F 2017F 2018F 2019F 2020F
Sales Revenue M 0.0 0.0 0.0 0.0 67.6 154.8  Mining Inventory
Other Income $M 0.1 0.0 0.0 0.0 0.0 0.0 Tonnes Mt 0.0 0.0 19.0 19 18 16
Operating Costs M 19 20 20 35 319 70.7  Grade glt 0.0 0.0 20 20 2.00 2.00
Exploration M 0.0 0.0 0.0 0.0 0.0 0.0 Contained Gold oz 0 0 0 1,221,728 1,170,287 1,054,544
Other M 0.0 0.0 0.0 0.0 0.0 0.0 Resources
EBITDA $M (1.9) (2.0) (2.0) (3.5) 35.7 84.0 Tonnes Mt 0.0 0.0 45 45 44 43
Dep. & Amort. ™M 0.1 0.0 0.0 0.0 3.0 15.7 Grade glt 0.0 0.0 15 15 15 15
EBIT $M (2.0) (2.0) (2.0) (3.5) 327 68.3 Contained Gold oz 0 0 0 2,174,998 2123557 2,007,814
Net Interest $M 0.0 (0.3) 0.2) (0.4) 3.0 6.6
Pre-Tax Profi ™ o an w9 @y W8 67
Tax M 0.0 0.0 0.0 0.0 8.9 18.5 Ore Milled Mt 0.00 0.00 0.00 0.00 0.8 18
Minorities ™M 0.0 0.0 0.0 0.0 0.0 0.0 Grade glt 0.0 0.0 0.0 0.0 2.0 2.0
Net Profit $M (2.0) @7) (1.8) (3.1) 20.8 432 Recovery % 0% 0% 0% 0% 90% 90%
Abnormal $™M 0.0 0.0 0.0 0.0 0.0 0.0  Gold Produced oz 0 0 0 0 46,297 104,168
Reported Profit ™ (2.0) @7 (1.8) 3.1 20.8 43.2
Dividends Paid M 00 00 00 00 00 00
Adjustments M 0.0 0.0 0.0 0.0 0.0 0.0 Woodlark ™M 0.0 0.0 0.0 0.0 67.6 154.8
Retained Earnings $M (14.0) (15.8) (17.5) (20.6) 0.2 43.4  Other $M 0.0 0.0 0.0 0.0 0.0 0.0
CASH FLOW Total $M 0.0 0.0 0.0 0.0 67.6 154.8
Revenue M 0.0 0.0 0.0 0.0 67.6 154.8
Costs sM @ ey @y @5 @Y ()
Net Interest M 0.0 0.3 0.2 0.4 (3.0) (6.6) Cash costs A$loz 0 0 0 0 767 807
Tax Paid M 0.0 0.0 0.0 0.0 0.0 (8.9) Allin sustaining costs A$loz 0 0 0 0 843 874
Gross Cash Flow $M €.7) (1.7) (1.8) (3.1) 32,7 68.5 Cash costs US$loz 0 0 0 0 547 565
Net Capex M (0.0) 0.0 0.0 (69.3) (90.7) (2.8) Allin sustaining costs ~ US$/oz 0 0 0 0 601 612
Exploration $M (10.8) (15.0) (8.0) (8.0) (5.0) (5.0) Cash costs $M 0.0 0.0 0.0 0.0 28.4 67.2
Dividends ™ 0.0 0.0 0.0 0.0 0.0 0.0  Other/corporate M 0.0 20 20 4 4 4
Other ™ (5.0) 0.0 0.0 0.0 0.0 0.0 Total ™M 0.0 20 20 35 31.9 70.7
Free Cashflow $M (17.5) (16.7) (9.8) (80.4) (63.0) 60.7
Equity Issues ™ 25.4 15.0 20.0 30.0 0.0 [JXe CAPEX (attributable)
Net Borrowings ™ (0.1) 0.0 0.0 50.0 50.0 (20.0) Woodlark ™M 0.0 0.0 0.0 69.3 90.7 28
Net Investments ™ 0.0 0.0 0.0 0.0 0.0 0.0 Other M 0.0 0.0 0.0 0.0 0.0 0.0
Surplus Cash Flow $M 7.8 (1.7) 10.2 (0.4) (13.0) 40.7  Total $M 0.0 0.0 0.0 69.3 90.7 2.8
BALANCE SHEET
cash s 26 109 21 207 T
Other Current ™M 0.8 0.0 0.0 0.0 0.0 0.0  Woodlark M 0.0 0.0 0.0 0.0 3.0 15.7
Total Current $M 133 109 211 20.7 77 48.4  Other M 0.0 0.0 0.0 0.0 0.0 0.0
Fixed Assets M 0.2 0.2 0.2 69.5 157.2 144.3  Total M 0.0 0.0 0.0 0.0 3.0 15.7
Exploration M 26.2 41.2 49.2 57.2 62.2 67.2
Intangibies oM 00 00 00 00 00 00
Other $M 8.6 9.4 9.4 9.4 9.4 9.4 Woodlark $M 0.0 -2.0 -2.0 -35 35.7 84.0
Total NC Assets $M 349 50.7 58.7 136.0 228.7 220.8  Other (incl. writedowns) ~ $M 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL ASSETS M 48.2 615 79.8 156.7 236.5 269.2 Total M 0.0 -2.0 -2.0 -35 35.7 84.0
Total Debt M 0.0 0.0 0.0 50.0 100.0 80.0
Current Liab M 11 11 11 11 10.0 NI HEDGING (attributable)
Non Current Liab ™ 0.0 0.0 0.0 0.0 0.0 0.0 Gold hedged oz 0 0 0 0 0 0
TOTAL LIAB M 11 11 11 511 110.1 99.6 Hedged price US$/oz 0 0 0 0 0 0
NET ASSETS $M 47.1 60.4 78.6 105.6 126.4 169.6  Hedged price A$loz 0 0 0 0 0 0
SH/HLDRS FUNDS $M 47.1 60.4 78.6 105.6 126.4 169.6  Sales hedged % 0% 0% 0% 0% 0% 0%
RATIO ANA IS Ave. deliverable price  US$/oz 1160 1275 1310 1300 1300 1300
EPS ¢ 0.3 0.2) 0.2) (0.2) 1.3 2.6 Ave. deliverable price  A$/oz 1,541 1,718 1,795 1,793 1,825 1,857
PER X na na na na 3.3 16
EPS Growth % k100 100 @es 725 7806 1074
EBITDA per share ¢ -0.2 -0.2 -0.1 -0.2 22 5.1 Exchange Rate A$/US$ 0.75 0.74 0.73 0.73 0.71 0.70
EBITDA Multiple X -17.7 -24.2 -34.7 -19.8 1.9 0.8 Gold Price US$/oz 1160 1275 1310 1300 1300 1300
EV/EBITDA X -11.1 -18.8 -24.2 -28.2 45 1.2 Gold Price A$loz 1541 1718 1795 1793 1825 1857
CFPS ¢ (0.2) (0.2) (0.1) (0.2) 20 4.1  Silver price US$oz 15.71 17.42 19.50 20.00 20.00 20.00
PCFR X na na na na 21 1.0 90 day Bank Bills % 2.26 2.14 2.09 2.09 2.09 2.09
DPS ¢ 0.0 0.0 0.0 0.0 0.0 0.0 10 Yr Bond rate % 271 2.38 278 278 278 278
Yield % 0.0 0.0 0.0 0.0 0.0 0.0 Interest Rate Charged % 6.00 6.00 6.78 6.78 6.78 6.78
Franking % 0 0 0 0 0 0
Payout Ratio % 0% 0% 0% 0% 0% 0%
Gearing D/E % na na na 278 73.0 18.6
Interest Cover X 0.0 7.4 8.8 8.0 1.1 10.3
EBITDA Margin % na na na na 52.8 [ZRI VALUATION (fully diluted) at 15% discount rate A$M AS$ps
EBIT Margin % na na na na 48.4 44.1  Woodlark (80%) 136.8 $ 0.08
Return On Assets % (4.1) 3.2 (2.5) 2.2) 138 25.4  Exploration 300 $ 0.02
Return On Equity % 4.2) (2.9) 2.3) (2.9) 16.5 25.5 Corporate / Other (18) $ (0.01)
Eff Tax rate % 0 30 30 30 30 30 Net Cash (Debt) 211 $ 0.01

Total 1699 $ 0.10
Source: Petra Capital
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Disclosure

This document has been prepared in Australia by Petra Capital Pty Ltd which holds an Australian Financial Services License AFSL 317 944. Petra Capital
Pty Ltd is an ASX Market Participant. In August 2016, Petra Capital Pty Ltd acted as Exclusive Manager to the placement of 350M shares at $0.043/share
to raise $15M, for which Petra Capital Pty Ltd received a fee. Petra Capital Pty Ltd and its associates, officers, directors, employees and agents, from time
to time, may receive brokerage, commissions, fees or other benefits or advantages, hold securities in companies researched by Petra Capital Pty Ltd and
may trade in these securities either as principal or agent.

Disclaimer

The information or advice contained in this report has been obtained from sources that were accurate at the time of issue, however the information has not
been independently verified and as such, Petra Capital Pty Ltd cannot warrant its accuracy or reliability. Persons relying on this information do so at their
own risk. To the extent permitted by law, Petra Capital Pty Ltd disclaims all liability or responsibility for any direct or indirect loss or damage (including
consequential loss or damage) caused by any error or omission within this report, or by persons relying on the contents of this report.

This report is published by Petra Capital Pty Ltd by way of general information or advice only. This report does not take into account specific investment
needs or other considerations that may be pertinent to individual investors. Before making any investment decisions based on this report, parties should
consider, with or without an investor adviser, whether any relevant part of this report is appropriate to their financial circumstances and investment
objectives. Petra Capital Pty Ltd is a licensed institutional/wholesale stockbroking firm. The report is only intended for institutional and sophisticated clients
to whom Petra Capital Pty Ltd has issued the report. Petra Capital Pty Ltd is not licensed to advise retail investors — retail investors should contact their
own stockbroker or financial adviser/planner for advice.

Key Risks — Resources Companies under Coverage

Key risks in relation to the resources sector and the resources companies that are the subject of research by Petra Capital’s analysts include commaodity
price volatility, currency risk, technical/licencing/operational risks, litigation/political risk, development risk and sovereign risk for overseas assets, as well as
feasibility, permitting and financing risks related to the development of growth projects.

Ratings

Information regarding the scope and expertise of our research services, processes for selection for coverage, and the management of conflicts of
interest can be found on Petra Capital's website at www.petracapital.com.au/research-disclosures.

Petra Capital uses the following ratings system and definitions: Buy - Forecast to outperform the Market by more than 5%; Hold - Forecast to perform up to
5% above or below the Market; Sell - Forecast to underperform the Market by more than 5%; Speculative Buy - Speculative Investment; Take Profits -
Recommend taking short term profits in a stock we remain fundamentally positive on a medium term view; Accept Offer - For a company under takeover
where we see the offer as a fair price with low risk of a competing offer; No Rating - No rating at this time. Market performance is relative to the S&P/ASX
Small Ordinaries Index which we assume generates a neutral return on a 12 month basis.

US Investors

This material is intended for use by major U.S. institutional investors (as such term is defined in the U.S. Securities Exchange Act of 1934) and “$100
million investors” only and not the general investing public or retail customers. “$100 million investors” means any entity, including any investment adviser
(whether or not registered under the U.S. Investment Company Act of 1940) that owns or controls (or in the case on an investment adviser has under
management) in excess of US$100 million in aggregate financial assets (i.e. cash, money-market instruments, securities of unaffiliated issues, futures and
options on futures and other derivative instruments). Transactions by or on behalf of any US person in any security mentioned in this document may only
be effected through Global Alliance Securities, LLC (“Global Alliance”), a U.S. broker dealer. The information upon which this material is based was
obtained from sources believed to be reliable, but has not been independently verified. Therefore, its accuracy is not guaranteed. Additional and
supporting information is available upon request. This is not an offer or solicitation of an offer to buy or sell any security or to make any investment. Any
opinion or estimate constitutes the preparer’s best judgement as of the date of preparation and is subject to change without notice. Petra Capital Pty Ltd or
Global Alliance and their associates or affiliates, and their respective officers, directors and employees may buy or sell securities mentioned herein as agent
or principal for their own account.

Other International
International investors are encouraged to contact their local regulatory authorities to determine whether restrictions apply in buying/selling this investment.
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