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Thundelarra Exploration (THX) recently hosted a field visit to the Hayes Creek
uranium project in the Northern Territory, where drilling is presently underway
on several prospects, to follow up the high-grade Thunderball discovery. We
believe the project has potential to host a resource of 15-20mlbs of uranium, at
a grade above 1500ppm, making it the highest grade discovery in Australia in
recent history.

In addition, the company has a suite of other exploration properties with
attractive addresses, including a joint venture arrangement to earn an initial
60% interest in the Doolgunna tenement immediately adjacent to Sandfire
Resources (ASX: SFR) De Grussa discovery (7Mt @ 5.2% Cu, 1.9g/t Au).

The company plans to spin-out a new listed vehicle called Trilogy Metals in
coming months, which will hold the Doolgunna project and other base metal
tenements.
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Any valuation of THX at this stage is high risk, due to the early-stage nature of
the exploration projects. Any uranium production in the Northern Territory
remains at least four years away.

Despite this, we have attempted to value the assets taking into account the
risk, and derive a valuation of A$0.75ps for THX.

We believe the Trilogy spin-out will be in high demand, and THX shareholders
are likely to get both in-specie distribution and priority application for shares in
the new vehicle. Plenty of newsflow is due in coming months, with several drill
rigs operating in the Northern Territory.

At current prices, we believe THX appears attractive on a risk-reward basis,
hence commence coverage of THX with a BUY recommendation and a A$0.80
price target, a slight premium to our current valuation (and unadjusted for
Trilogy shares).
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THX is currently exploring for uranium at
Pine Creek in the Northern Territory and has
a number of other exploration/pre-
development projects
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Current Valuation of
A$0.75ps on THX

Upside for Thundelarra
& Trilogy Metals
shareholders on
exploration success

Potential for low capital
cost mining

Initiate with an BUY,
recommendation,
A$0.80ps price target
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We presently have a valuation of A$0.75ps on THX. Our valuation includes the following assumptions:

Valuation of A$81.7m or A$0.48ps for the Hayes Creek uranium project. This is based on
our conceptual DCF valuation (taking 60% of this for risk) and is similar to a potential
resource value of A$7/Ib (again, risk-adjusted by 40%) which would be at the upper end of
listed company valuations in the sector at present;

Valuation of A$5m or A$0.03ps for Ngalia Basin project and other tenements in the Northern
Territory;

Valuation of A$20.0m or A$0.12ps for the Trilogy metals spin-off, which allows for a A$30m
market capitalisation on listing, including A$10m in cash (estimated);
Valuation of A$8m or A$0.05ps for the 40% stake in the Copernicus nickel project;

Valuation of A$4m or A$0.02ps for the other uranium projects in the portfolio, including
Queensland and WA tenements;

Cash of A$24m or A$0.14ps estimated post the recent sale of THX's stake in UMC;

Allowance for corporate costs of —A$15m or —A$0.09ps primarily associated with head office
costs and some exploration expenditure over the next 2-3 years.

Appraised Valuation (THX)

$/share* A$m
Hayes Creek 0.48 817
NT Exploration 0.03 5p
Red Bore, others 0.12 20.0
Copernicus Nickel (40%) 0.05 4.0
Other Exploration 0.02 4|0
Net Cash (debt.) Est. 0.14 24.0
Corporate costs -0.09 -15.(
Total 0.75 127.7

* Est. Diluted shares (170m) inc. in the money options.

This valuation is prior to the spin-out, hence requires adjustment post Trilogy listing. We note the
assumptions utilised in this valuation are high risk, with any valuation of the uranium project at this
stage highly subjective. We can see upside to our valuation on confirmed discovery of 15-20mlbs of
uranium at a grade of 0.15% or better. A similar project (Bigryli in the NT: 16.6Mt@800ppm for
29.4MIbs) was recently valued at A$150m by the implied value of a recent takeover proposal (EME).

In addition, we are valuing the Trilogy Metals assets at the IPO price. We see upside here on
confirmation of the high grade copper-gold discovered by previous explorers at the Red Bore prospect,
adjacent to Sandfire’s De Grussa discovery.

Attendees on the recent field trip to Hayes Creek were encouraged by the ‘greenfields’ nature of the
discovery, the high grades, and potential for low-capital cost mining due to proximity to infrastructure.

We remain excited by the potential of the project and see this as a key medium term driver of share
price performance. In the near term, we anticipate investors seeking exposure to the Trilogy Metals
spin-off could influence the share price, which is likely to be well supported on listing.

It appears there is already some anticipation in the share price with regards to the potential economic
nature of the Hayes Creek discovery, however any valuation is grade/tonnage sensitive and requires
an economic resource, evidence for which has not yet been established, hence risk is high.

We initiate coverage of THX with a BUY recommendation for those investors comfortable with both
exploration risk and pre-development mining exposure, and seeking exposure to the Doolgunna
tenements.

Our twelve month price target of A$0.80ps, is set at a small premium to our valuation to account for
the unique nature of the deposit’'s grade, which is likely to see the stock well supported in the event of
resource delineation in accordance with our expectations, and potential upside relating to Trilogy
Metals. This price target reduces to approximately A$0.67ps on an adjusted basis.

RISK STATEMENT The analyst has determined that the risk profile for this company is significantly
higher than for the market as a whole, and so may not suit all investors. Clients should make an
assessment as to whether this stock and its potential price volatility is compatible with their financial
objectives. Clients should discuss this stock with their Shaw advisor before making any investment
decision.



THX controls
>3000km? of
tenements near Pine
Creek, NT

Drilling results include
11m@3.4% U30s

Conceptual project
NPV of A$150m at
A$70/Ib uranium price

Drilling plan & cross-
section (below)
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THX's Hayes Creek project is situated near Pine Creek, 150km south of Darwin, Northern Territory. The
company controls over 3000km? of tenements, and is targeting structurally controlled, unconformity
related uranium deposits that have potential for high grade. The most advanced prospect is Thunderball
where RC and diamond drilling intersected high grade primary uranium within a well defined shear zone.

The Pine Creek Orogen is a metamorphosed and deformed geological province consisting mainly of
sedimentary rocks, with an age estimated up to 2 billion years. THX initially drilled the Thunderball
prospect in 2008 to follow up high grade surface anomalism, and reported results including 3m @
1000ppm U3z0s and 3m @ 3000ppm (0.3%).

This work was followed up in 2009 with a larger program, which further extended mineralisation with
results including 15m @ 15000ppm (1.5%) and 11m @ 34000ppm (3.4%). Mineralisation at Thunderball
occurs as disseminated to massive uraninite (pitchblende) within a sheared and tightly folded sequence
of meta-sediments and tuffaceous units of the Gerowie Tuff. The mineralisation is associated with a
northerly plunging antiform and remains open down-plunge.

A follow-up large scale drilling program of 25,000m is underway, with a 20-hole program currently being
completed at the Bella Rose prospect, located 6km south-west of Thunderball. The anomaly is 1.6km
long. The Mary River area, to the east, will also be followed up in 2010.

Following this drilling, the Corkscrew prospect (refer to radiometric map, Appendix 1) is to be drill-tested.
The Thunderball prospect is also to be tested for strike and depth extensions, with up to three drill rigs
working on the Hayes Creek prospects for the remainder of the year. It is possible a JORC resource may
be calculated for the Thunderball prospect by the end of 2010, however the geology is complex, hence
the drill-out needs to be quite detailed. We estimate a resource at Thunderball of 5-8mlbs of uranium
grading over 2000ppm (0.2%).

We believe a total resource of 15-20mlbs is needed to establish a robust, economic mining operation at
Pine Creek. Assuming one other prospect has similar grade/tonnage potential to Thunderball, we believe
this is achievable with a potential mining grade of about 0.2% uranium. We have modelled a conceptual
NPV on the project, involving production in 2014 at a rate of up to 0.5Mtpa, producing up to 2mlbspa at a
cash cost of <A$30/Ib. This scenario generates an NPV of about A$150m, applying a A$100m capital
cost assumption, 10% discount rate, A$70/lb uranium price and excluding any potential impact of a
Resources Super Profits Tax. In our valuation we have taken 40% off this NPV for pre-
resource/development risks which remain very high (ie no evidence yet of 15-20mlbs).

* Thunderball is in 70% owned tenements with Toronto listed Crocodile Gold (TSX: CRK), with remaining prospects
(Bella Rose, Corkscrew) in 100% owned tenements.
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Drill core showing
high grade uranium
ore

Ngalia Basin drilling
currently underway

THX has 40% of the
Copernicus nickel
deposit with
Panoramic Resources
(PAN)

Ngalia Basin tenement,
NT, showing historical
drilling results

Drilling commenced at the Ngalia Basin tenements earlier in 2010, with anomalous uranium identified at
depth in a narrow zone of reduced sediments. Hand-held XRF results are an indication of potential
grades, with readings of up to 1208ppm recorded within the zone from 112 to 123m below surface.

The tenement map below shows drilling results from the 1980’s, with high grades up to 0.53% uranium
reported. Drilling and downhole logging is ongoing as part of a planned 10,000m drilling campaign in the
Ngalia basin in 2010. We believe there is significant value potential in these tenement areas considering
the proximity to known deposits and favourable geological conditions. We have applied a notional
present value of A$7m to the tenements.
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THX also has a 40% interest in the Copernicus nickel deposit (60% Panoramic Resources), situated in
the Kimberley region of WA, approximately 35km from the Savannah nickel mine. The 0.8Mt deposit
contains 10.6Kt of nickel and 6.9Kt of copper, with the majority converting to reserves. About 55% of this
reserve is open-pit.

Mining commenced in mid-2008, however the market volatility saw the mine shut down soon after. On
our assumptions, which include re-commencement of mining in late 2010 at 300Ktpa (18mths open cut)
and spot metal pricing the project generates surplus cash of A$20m. We have assumed a value of A$8m
for THX's 40% stake.

THX also has additional tenements in Western Australia including Kunderong (Ashburton), the Kennedy
Range in WA (200km north-east of Carnarvon) and Spinifex in the Kimberley region. Reconnaissance
sampling has returned high grade gold and uranium values at the Gregory Range project, 300km west of
Cairns. Whilst promising, these areas are not being prioritised at present, and we have attributed a
notional value of A$4m to these areas.



Historical results
include 7m@ 7.3% Cu,
1.1g/t Au from 20m

The Red-Bore
prospect is located
immediately adjacent
to Sandfire’s
DeGrussa discovery

Thundelarra is planning a de-merger of the base metal assets, the central tenement of which is the right
to earn 60% of the Red Bore Mining Lease at Doolgunna, WA, immediately adjacent to Sandfire
Resources (ASX:SFR) De Grussa Discovery (7TMt @ 5.2%Cu and 1.9g/t Au).

This tenement complements THX's existing holdings in the area, 2.5km to the north (Appendix 1). The
Red Bore tenement hosts a base metal gossan (outcrop) where previous shallow drilling has intersected
high grade copper and gold intercepts including 7m @ 7.3% Cu, 1.1g/t Au from 20m and 7.6m @ 6.3%
Cu from 7.6m, 16.7m @ 1.84% Cu from surface. Many holes remain open at depth, with 5 out of 9 holes
drilled reporting mineralisation. The prospect was explored by WMC in 1969 and Great Australian
Resources in 1987.

Additional base metal prospects to be included in the planned IPO include:
THX's East Kimberley Joint Ventures, subject to JV conditions;
Rosewood copper project, East Kimberley;

Pyramid VMS base metals prospect, West Pilbara;
Doolgunna gold/copper prospects.

THX intends to undergo a capital reduction, distributing Trilogy shares in-species to THX shareholders.
We anticipate a 1 for 4 distribution, or similar, though exact details are yet to be determined. The
company has said they will seek to raise A$10m. THX shareholders may receive a priority allocation,
from this equity issue with in-specie shares potentially subject to escrow provisions. We estimate this
distribution may be worth A$0.15ps to THX shareholders.

The earn-in agreement on Red Bore and other tenements with Mr Bill Richmond and Kallenia Mines Pty
Ltd is subject to Native Title consents. A JORC compliant resource must be established within two years
to earn the 60% interest, with the remaining interest free-carried through to mining. THX plans to
commence drilling at Red Bore immediately following ASX listing in coming months. We value the Trilogy
tenements at A$20m, prior to the capital raising.



Experienced & well
established Board

The Board has a good
mix of skills and
experience

o
The Board of THX has a good variety of experience and depth needed to transition from an explorer to a

development company. THX has a relatively open register, excluding Board and Management with
about 20%. Norilsk Nickel hold 5.4%.

Brett Lambert (Managing Director)  Mr Lambert joined the Company in May 2007 as Chief Executive
Officer and was appointed Managing Director in September 2007. Brett is a mining engineer with over
26yrs experience in the industry, including time in senior management roles with WMC, Herald
Resources and NuStar Mining.

Philip Crabb (Chairman) became a director in 1998, and has overseen the company’s progress since
this time. Mr Crabb is a well known industry identity and has been involved with a number of successful
public companies, including United Minerals Corporation (taken over by BHP Billiton). Philip has
previous experience in the drilling and quarrying industry at Management level. Also a director of Royal
Resources (ASX: ROY). Mr Crabb currently controls about 16% of THX.

Brian Richardson (Exec. Dir) Joined the board of THX in 2004, and has over 26yrs experience in the
exploration and mining industry. Brian is a geologist with extensive experience in the evaluation of a
range of deposit types including gold, base metals, uranium and diamonds. He is also a director of Royal
Resources.

Malcolm Randall (Non-Exec. Dir) is a chemist with decades of experience with a range of mining
projects including over 20yrs with Rio Tinto. He is presently the chairman of Iron Ore Holdings (ASX:
IOH) and non-executive director of Summit Resources (SMM) and Royal Resources. He was prior non-
executive director of UMC Ltd.

Frank DeMarte (Non-Exec. Dir) Joined the board of THX in 2001, and has over 24yrs experience in the
mining industry. Mr DeMarte is currently employed in the role of CFO and Company Secretary with THX,
and is also a director of Royal Resources.
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Regional Location of
the Hayes Creek (Pine
Creek) project

Aerial Radiometrics
showing prospect
areas at Hayes Creek



THX tenements at
Doolgunna outlined in

Red
Exploration Director Brian Richardson describing the View looking north from near Thunderball, showing
Thunderball Prospect to a group of Investors, May, 2 010 topography

Nearby Alluvial Gold
workings & water
storage dam,
Thunderball prospect,
Pine Creek NT



* b # "

Mr Brett T Lambert (MD) Mr Frank DeMarte
Mr Malcolm R J Randall Mr Brian D Richardson
Mr Philip George Crabb (Ch)
* "
#$

Thundelarra Exploration Limited (THX) is listed on the Australian Stock Exchange. THX holds a portfolio of prospective nickel/copper,
uranium and platinum group element exploration projects in Western Australia and the Northern Territory.

Information for Company Activities is sourced from Huntley Investment Information Pty Ltd.
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Shaw Stockbroking ABN 24 003 221 583 (‘Shaw') is a participant of ASX Limited and holder of Australian financial services licence
number 236048.

ANALYST CERTIFICATION

The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately reflect the
analyst's personal views about the Company and its financial products.

The Research Analyst has not been, is not, and will not be receiving direct or indirect compensation for expressing the specific
recommendations or views in this report. As at the date of this report the Research Analyst does not have an interest in the financial
products of the Company.

DISCLAIMER

This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared
for multiple distribution without consideration of your investment objectives, financial situation and needs (‘personal circumstances'’).
Accordingly, the advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore
not to be acted on as investment advice. You must assess whether or not the advice is appropriate for your personal circumstances
before making any investment decisions. You can either make this assessment yourself, or if you require a personal
recommendation, you can seek the assistance of your Shaw client advisor.

This report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any other
person. If you are not the intended recipient, you should destroy the report and advise Shaw that you have done so.

This report is published by Shaw in good faith based on the facts known to it at the time of its preparation and does not purport to
contain all relevant information with respect to the financial products to which it relates. Although the report is based on information
obtained from sources believed to be reliable, Shaw does not make any representation or warranty that it is accurate, complete or up
to date and Shaw accepts no obligation to correct or update the information or opinions in it.

If you rely on this report, you do so at your own risk. Any projections are estimates only and may not be realised in the future. Except
to the extent that liability under any law cannot be excluded, Shaw disclaims liability for all loss or damage arising as a result of any
opinion, advice, recommendation, representation or information expressly or impliedly published in or in relation to this report
notwithstanding any error or omission including negligence.

DISCLOSURE
Shaw will charge commission in relation to client transactions in Financial Products and Shaw client advisers will receive a share of

that commission. Shaw, its associates and their respective officers and employees may in the future earn fees and commission from
dealing in the subject company's Financial Products.



