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Enter the epithermal connoisseur
September Q Report:
In the September Q Sumatra (SUM) signed Definitive Agreements with Newcrest (NCM)
involving an equity investment in SUM, a 70% earn-in on the Tandai project and an
option to acquire a 25% interest in the Tembang project (formerly Rawas).
US$2m of the proceeds have been allocated to a follow-up 10,000m drill program at
Tembang (>2,500m completed). Recent intersections at Belinau include 2.0m @ 41.2 g/t
Au and 41 g/t Ag from 226m, and 4.1m @ 15.5 g/t Au and 261 g/t Ag from 159m.
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returned channel samples of 20.2m @ 2.59 g/t Au, 56.9 g/t Ag, 0.16% Pb and 8.4% Zn.

Impact:

Positive

The Definitive Agreements involve NCM:
1.

Subscribing for an initial 7.1% stake in SUM for $2.5m comprising 10m shares at
A$0.25ps and 10m attaching options, each exercisable to acquire one share for
A$0.38 over an 18 month period.
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2.

Earning a 70% interest in SUM’s Tandai Project by spending US$12m over 5 years,
with a minimum commitment of US$1.75m over the first 18 months.
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3.

Providing a down-payment of US$0.5m for an option to acquire a 25% interest in
SUM’s Tembang Project for US$10m, exercisable at any time until 31 March 2011.
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An updated Tembang resource will follow completion of the current drilling program.
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4.0

Ongoing high grade drill results point to grade upside to the Resource estimate of 53.7
Mt at 1.0g/t Au and 11g/t Ag for 1.64Moz of gold and 19.8Moz of silver.
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View:

Positive

The appearance of NCM endorses the potential of SUM’s assets. NCM plans to grow by
acquisition and exploration in the Asia-Pacific region and Africa, and is a connoisseur of
high grade Indonesian epithermal deposits. NCM successfully mined >2Moz from three
ore bodies (Gosowong, Toguraci and Kencana) on Halmahera Island since 1999.

Recommendation:

Spec Buy

SUM offers relative value, trading at an EV of US$20/oz v an Indonesian peer average of
US$93/oz. The key to a re-rating will be the translation of higher grade drill results into
an increased resource grade.

Important Disclosures
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Argonaut Securities Research

Argonaut acts as Corporate Advisor to SUM. Argonaut also acted as manager and broker
to SUM IPO in October 2009. Argonaut receives fees commensurate with these services
provided to SUM.
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SUM signed Definitive
Agreements with NCM…

Figure 1: Project location map

…involving an equity
investment, a 70% earn-in on
Tandai and an option to
acquire 25% of Tembang

Source: SUM

A follow-up 10,000m drill
program is underway at
Tembang…

Figure 2: Belinau long section showing drill pierce points and grade thickness

…with an updated resource to
follow

Source: SUM

Figure 3: Indonesian peers (developers and explorers) - EV / Resource oz, and grade
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The key to a re-rating will be
the translation of higher
grade drill results into an
increased resource grade

Grade (g/t)

EV/Resource oz (US$/oz)

SUM is trading at an EV of
US$20/oz v an Indonesian
peer average of US$93/oz

Source: Argonaut
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General Disclosure and Disclaimer
This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330
650) (“ASPL”) for the use of the clients of ASPL and its 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
Licence No. 274099 and is a Market Participant of the Australian Stock Exchange Limited.
Nothing in this report should be construed as personal financial product advice for the
purposes of Section 766B of the Corporations Act. 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 has 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, 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, 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 overall revenues.
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