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COMPANY Cuesta Coal Ltd| CQC | $0.13/share Date: 10" April 2013
RECOMMENDATION Spec Buy | Very High Risk | $0.30/share target

EVENT Moorland resource expands by 7% | Mine scoping study in a month

KEY POINTS

« CQC yesterday released its updated geological model for the expanded Moorlands deposit (Qld close to RIO’s
Blair Athol mine) following acquiring adjacent acreage to the north of its Moorlands discovery. The report
indicated that JORC thermal coal resource of 146.1mt which is over 7% more than previous work indicated.

« Moorlands is CQC's priority project to convert this successful explorer to producer. Xenith Consulting has
commenced a Mine Scoping Study for completion in 3 to 4 weeks.

« Importantly, 86% of the resource lies at depths of less than 150 metres depth, with multiple thick seams of 9 to
15 metres in evidence. The Mine Scoping Study is targeting a low operating cost starter operation where strip
ratios are low (below 5 m3 waste to 1 tonne of raw coal) and where some of the coal does not need washing.
Moorlands is close to existing under-utilised infrastructure, aiding potential to more quickly enter the market.

Valuation and other activity

« Our early assessment of Moorlands is worth $0.12/share to CQC risked (un-risked $0.20 plus $0.07/share of
resource upside). We currently anticipate that production could begin by mid-2017 at 1.5mtpa sales rate. We will
update our valuation upon receipt of the Mine Scoping Study.

« CQC's successful and active exploration program will continue to bear fruit in the near term. We expect soon a
JORC resource announcement on Eastern Galilee discovery at Yellow jacket. Targeted exploration at West
Emerald, Eastern Galilee area and at Moorlands will likely see overall company resources expand further in the
coming few quarters, as well as advancing mine plans at Moorlands.

« Maintain Speculative Buy, unchanged price target $0.30/share.

Moorlands Mine Scoping Study - in a month

Well located to QIld infrastructure Acquisition of EPC775/776 finalised recently
— under-utilised rail load out and facilities since RIO - low strip ratio coal in south pit likely starter
closed Blair Athol - Potential to mine 50 to 80mt of moderate energy

thermal coal over time.



GEOLOGY
Tertiary/Quatarnary

[ Undiffersntioted seciments
Fermian

T siair Athol ool Measures
5, Neoproterazokc

- [ undiffersntiated

LEGEND
Coal resource
Coal resaurce (lower seams]
Basal Seams Area

Coal exploration target
Cuesta tenament

Bilisir Athol Mining Eeass
Raihvery lise

Main roacd

Ay 176600

\
]
£

LCUESTA COAL

Source: CQC release o April 2013

Resource - 51mt Measured and Indicated JORC Resource, plus 95.1mt Indicated level

Most of the resource (86%) lies less than 150metres depth. Moderate energy thermal coal — similar to well known
but now largely exhausted Blair Athol coal next door. Raw coal analysis is ~24MJ/kg (air dried basis). Washed and
bypass coal we would expect that coal of ~24MJ/kg as received basis to be deliverable and attract a moderate
discount to Newcastle contract. All the more important for CQC to investigate low operating and capital cost mining

options in this area.
Table 2: Moorlands Project — Resources by Depth of Cover [Mt)

o . 0-50 S0-100 100-150 150-200 200-250 .
metres metres metres metres metres
Ba Measured+indicated - - - - -
Inferred - 3.7 9.1 16 - 144
B5 Mezsured-+indicated 02 1o - - - 1z
Inferred 0.2 - - - - 0.2
&7 Mezsured+indicated 01 oo 0.1 - - 11
Inferred - 15 18 - - 33
Measured+indicated 0.9 147 185 - - 341
B Inferned 10 111 1E3 5.6 - 360
Measured+indicated - 6.4 8.2 - - 146
B Inferred - 21 47 5.2 0.1 121
B11 heasured+indicated - - - - - -
Inferred 0.6 15 2.4 0.9 - 5.8
B12 hezsured+indicated - - - - - -
Inferred 0.2 17 2.3 0.7 0.5 5.4
Mezsured+indicated - - - - - -
Bi3 Inferred 0.7 3.7 B.6 3.2 17 17.9
Messured+Indicated 12 230 26.8 = = 510
Total
Inferrad 27 257 472 172 23 951

Note: Vialues have bean rounded and may not total



Cuesta Coal Limited CcQC Recommendation  Date 10-Apr-13 Price Target Shares Market Cap
Spec Buy $0.125 $0.300 191.6 24.0
PROFIT AND LOSS - ASm VALUATION PARAMETERS
Y/E June FY'12 FY'13 FY'14 FY'15 FY'16 Y/E June FY'12 FY'13 FY'14 FY'15 FY'16
Sales Revenue 0.2 1.0 0.0 0.0 0.0 NPAT (pre-Abs) $m -4.7 -0.8 7.7 -2.9 -4.2
Other Revenue (incl hedge) 0.0 0.0 14.4 0.0 0.0 EPS ¢tps -3.8 -0.3 2.3 -0.6 -0.9
Operating Costs 0.0 0.0 0.0 0.0 0.0 PE Ratio X -3.3 -43.4 55 -19.9 -14.6
Gross Operating Profit 0.2 1.0 14.4 0.0 0.0 EPS Growth % 100.0 924 +>100.0 ->100.0 -35.9
Depreciation 0.0 0.0 0.0 0.0 0.0 Enterprise Value $m -05 31.6 38.1 65.2 101.3
Exploration and Royalties 0.0 0.0 0.0 0.0 0.0 EV / Sales X
Corporate and Other 4.3 25 3.2 3.1 3.1 EV / EBITDA X 0.1 -20.1 3.4 -20.3 -31.6
EBIT -4.1 -1.6 11.2 -3.2 -3.2 EV/EBIT X 0.1 -19.6 3.4 -20.1 -31.2
Less Net Interest Expense 0.6 -0.5 0.2 0.9 2.7 Price / NTA X 0.6 0.8 0.7 0.8 0.9
Pre-Tax Profits -4.7 -1.1 10.9 -4.2 -5.9 Dividend ¢tps 0.0 0.0 0.0 0.0 0.0
Add Equity Profits 0.0 0.0 0.0 0.0 0.0 Yield % 0.0 0.0 0.0 0.0 0.0
Less Tax 0.0 -0.3 3.3 -1.3 -1.8 Franking % 0.0 0.0 0.0 0.0 0.0
Less Minorities 0.0 0.0 0.0 0.0 0.0 CFPS ¢tps -2.4 -0.3 2.4 -0.6 -0.9
NPAT (pre-Abs) -4.7 -0.8 7.7 -2.9 -4.2 Price / CFPS X -5.2 -49.5 5.1 -20.8 -14.6
Net Abnormals 0.0 0.0 0.0 0.0 0.0 NFPOS mil. 191.6 303.0 317.0 480.2 480.2
Reported Profit -4.7 -0.8 7.7 -2.9 -4.2 Fully Diluted Shares mil. 191.6 328.7 342.7 505.3 480.2
Tax Rate (%) 0.0% 30.0% 30.0% 30.0% 30.0% KEY RATIOS
Y/E June FY'12 FY'13 FY'14 FY'15 FY'16
CASH FLOW ANALYSIS - ASm EBITDA $m -4.1 -1.6 11.2 -3.2 -3.2
Y/E June FY'12 FY'13 FY'14 FY'15 FY'16 EBITDA per Share ¢tps -3.3 -0.6 3.3 -0.7 -0.7
EBITDA Margin %
Cash Flows From Operating Activities EBIT Margin %
Receipts from customers 0.0 1.0 0.0 0.0 0.0 NPAT Margin %
Payments To Suppliers (2.3) (0.0) (0.0) (0.0) (0.0) ROE % -12% -2% 14% -4% -6%
Net Interest 0.1 0.5 0.2) (0.9) (2.7) ROA % -12% -1% 12% 3% -4%
Tax, Royalty and Other 0.0 (2.5) 4.2) 3.2) (3.2) NTA per share ¢ps 19.6 15.9 17.6 15.0 14.1
(2.2) (.1) (4.4) (4.1) (5.9)  Eff Tax Rate % 0% 30% 30% 30% 30%
Cash Flows From Investing Activities Interest Cover X -7.5 35 51.0 -35 -1.2
Acq.of Property, Plant and Equip. (0.0) (23.4) 5.0 (22.2) (31.7) Net Debt/Equity % -51% -1% 3% 14% 70%
Exploration Expenditure (8.3) (5.4) (3.0) (0.8) (0.3) Net Debt/Net Debt plus Equity % -106% -1% 3% 12% 41%
Other 0.0 0.0 0.0 0.0 0.0
(8.4) (28.9) 1.9 (23.0)  (32.0)  DIVISIONAL VALUATION & RESOURCES Reserve Resource Targets
Cash Flows From Financing Activities Risked NPV A$m  psh mt mt mt
Net Change in Borrowings 0.0 10.0 (3.8) 15.0 26.9 Moorlands-Orion 60% 40 0.12 71 146
Dividends Paid 0.0 0.0 0.0 0.0 0.0 W.Bowen extended 17% 4 0.01 0 34
Other (Inc issues less buy backs) 25.9 11.4 0.0 19.2 0.0 Thorn Hill 45% 9 0.03 40 59
259 214 (3.8) 34.1 26.9 Amberley 95% 14 0.04 55 3
Net Increase In Cash Held 15.3 (8.6) (6.3) 7.0 (10.9) Yellow Jacket 16% 38 0.11 0 748
Cash At End of Year 19.3 10.7 4.4 11.4 0.4 West Emerald 27% 6 0.02 0 80
Other Assets 18% 4 0.01 0 960
BALANCE SHEET ANALYSIS - ASm Corporate Costs -17 -0.05
Y/E June FY'12 FY'13 FY'14 FY'15 FY'16 Debt & Convert Notes -10 -0.03
Current Assets Options exercise 0 0.00
Cash and Liquids 19.3 10.7 4.4 11.4 0.4 Cash - Jun'13e 11 0.03
Other 7.9 7.9 7.9 7.9 7.9 TOTAL NPV (A$M) 98 0.30 71 241 1884
NPV per Share (Unrisked) 387 1.18
Non-Current Assets Target Price - 1 year 0.30
Receivables 0.0 0.0 0.0 0.0 0.0
Fixed Assets 0.1 235 329 55.1 86.7 COAL SALES
Exploration & Other 12.9 18.3 21.3 22.1 224 Y/E June FY'12 FY'13 FY'14 FY'15 FY'16
By Project - mt Net w.i.
Current Liabilities Moorlands-Orion 100% 0.0 0.0 0.0 0.0 0.0
Borrowings 0.0 0.0 0.0 0.0 0.0 Other 1 0% 0.0 0.0 0.0 0.0 0.0
Creditors 2.7 2.7 2.7 2.7 2.7 Other 2 0% 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.3 1.9 0.7 (1.1)  Total Shipments 0.0 0.0 0.0 0.0 0.0
Non-Current Liabilities By Product - mt
Borrowings 0.0 10.0 6.2 21.1 48.1 Export Thermal - Standard 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 Export Thermal - Premium 0.0 0.0 0.0 0.0 0.0
Minority Interest 0.0 0.0 0.0 0.0 0.0 Semi-soft Coking Coal 0.0 0.0 0.0 0.0 0.0
SHAREHOLDERS FUNDS 375 48.1 55.8 72.0 67.8 PCI Low Vol Coking Coal 0.0 0.0 0.0 0.0 0.0
Total Shipments 0.0 0.0 0.0 0.0 0.0
PRICE ASSUMPTIONS MARGIN ANALYSIS
Y/E June FY'12 FY'13 FY'14 FY'15 FY'16 FY'12 FY'13 FY'14 FY'15 FY'16
FOB prices: US$/t LT Real (2016%$) Average Price Received (A$/t)
Exchange Rate USD/AUD 0.84 1.03 1.04 0.99 0.91 0.86 Site & Transport Cash costs (A$/t)
Coking Coal - Premium 180.00 254.00 17750 19250 195.00 185.00 Total costs (A$/t)
Semi Soft Coking Coal 119.89 169.15 106.72 114.75 122.50 121.23 Incl interest (A$/t)
Export Grade Thermal Coal 97.00 111.33 89.88 92.50 95.00 97.00 Incl Tax (A$/t)
Moorlands area Products Net Margin (A$/t)
Semi-soft Coking Coal 126.99 179.18 113.05 121.55 129.76 128.42
Thermal Coal - Premium 88.21 101.24 81.73 84.12 86.39 88.21
Thermal Coal - Standard 85.20 97.79 78.94 81.25 83.44 85.20 Price Received (US$/t)
Cash costs (US$/t)
Company Tax Rate 30.0% Secondary Tax applicable: MRRT Applies Total costs (US$/t)

Incl interest (A$/t)

Incl Tax (A$/t)
Net Margin (US$/t)




Should you have any queries, please do not hesitate to contact me on +61 2 9233 9635.

Lawrence Grech
Resource Analyst

PhillipCapital

Level 9, 56 Pitt Street Sydney NSW 2000
Phone: +61 2 9233 9635

Mobile: +61 404 052 913
www.phillipcapital.com.au

Recommendation Criteria

Investment View
PhillipCapital Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield.

>20% 20% - 5% <5%

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view.

Risk Rating
PhillipCapital has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: Management
Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.

Disclosure of Economic Interests

The views expressed in this research report accurately reflects the personal views of Lawrence Grech about the subject issuer and its securities. No part of the
analyst's compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report.

The following person(s) do not hold an economic interest in the securities covered in this report or other securities issued by the subject issuer which may influence
this report:

-the author of this report
-a member of the immediate family of the author of this report

Disclaimer/Disclosure

This publication has been prepared solely for the information of the particular person to whom it was supplied by Phillip Capital Limited (“PhillipCapital”)

AFSL 246827. This publication contains general securities advice. In preparing the advice, PhillipCapital has not taken into account the investment objectives,
financial situation and particular needs of any particular person. Before making an investment decision on the basis of this advice, you need to consider, with or
without the assistance of a securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives and
financial situation. PhillipCapital and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication.
PhillipCapital believes that the advice and information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except
insofar as liability under any statute cannot be excluded). No responsibility for any errors or omissions or any negligence is accepted by PhillipCapital or any of its
directors, employees or agents. This publication must not be distributed to retail investors outside of Australia.

Disclosure of Corporate Involvement
PhillipCapital has in the previous 12 months been involved in a publicly-announced transaction involving the payment of a fee to PhillipCapital by the corporate
issuer described in this report. PhillipCapital does and seeks to do business with companies covered in its research.

PhillipCapital reports are available on Bloomberg, Reuters, FactSet, Capital 1Q and www.phillipcapital .com.au



