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Initiation - Multi-billion tonne potential across Australiaand Mongolia

Event:

1 We initiate coverageon GUFwith a BUYrecommendation and a price target GRatng ____________ BUY
A$1.90share. Previous N/A

. Previ N/A

Investment Thesis: revious (A%)

1 Progressing to JORC on multiple projectSUF has commenced an aggressive RShare Price (A$) _$11J)

: : : : : 52 week low - high (A$) 0.34-1.36¢
_progr_am at its Hughenden, South Gobi adlan projects and is expecting tcVaIuation (AS/share) 187
identify a JORC Resource®$2011. Methodology EV/Resourc

{ Significant Project potential in Queenslanthdependent geologists have identifieRisk High
an exploration target of 0.62Bt to 6.535Bt of potential Thermal coal resource at
Hughenden project wish covers approximately 16,500kin the Galilee basin. The shares on Issue (m) 419.7
Galilee Basin has had a number of companies exploring and identifying resur Market Cap (A$m) 470.0
recent yearsgdefining a cumulative JORC Inferred resource of approximately 22\6;&?;;;’)((:35“) (ASm) iég'g
¢KS | Rl yul 3S 2rfprojpct @veraother dzdridetlyassets in thoptions on issue (m) 0.0
Galilee basin is the potential access to existing rail (runs within tenements) and 12mth Av Daily Volume ('000) 1,136
infrastructure (320km)via the Port ofTownsvillg(POTL)

1 Nearterm production opportunities in MongoliaThe Mongolian Rject presents craig Ransley Non Executive Chairme
a significant opportunity for GUF to become a coal producer in a short perio Tony Bellas Non Executive Deputy Chairm
time. GUF also has the potential to market coal at the mine gate in MongMichael Avery Managing Directo

. . X i i X . :Hon Alan Griffiths Non Executive Directc
reducing the infrastructure requirement in this region. Management have initii \;i.e chester Non Executive Directc
flagged first coal production at th8outh Gobi Project in first half CY2012. An initNorah St.George Executive Directc
exploration target of 0.29Bt to 0.731Bff potential coking andhermal has been
identified in Mongolia. TheChairmen1 Pty Ltd 47 7%

1 Experienced Board and Managemee expect management witbntinue to de Och-Ziff Capital Management 12.4%
risk the company going forward in terms of delineating a JORC Resource Credit Suisse AG 6.0%
developing strategic relationships with potential project partners includi
financiers. Maiden JORC resource 4QCY1:

Pre-feasability Hughenden 2QCY1:

Catalyss Production in Mongolia 4QCY1:

1 Initial JORC 4QCY11, HughendeBo&th Gobi Project

1 Drilling resuis on Sierra and Kolan projects.

Recommendation: ) Volume

Share Price (000)

1 We initiate on GUF with a BU¥ecommendationand a price target ofA$1.90 g1 .40 18,00¢

which represents approximately0% upside to the current share price. $1.20 12'882
- . . 1.00 '

1 We see GUF as a quality investment opportunity that offerstibdustralia and :0 80 %ggg
Mongolia coal exposureWe envisage the company will grow in profile and marl$0:60 8,000
cap as management delivers an initial JORC Resource over the coming month $0.40 21888
has approximately @0m in cash which will allow them to facilitate exploratio $0.20 2.000

$0.00 0
budgets over the next 12 months). 595382 danodg o
1 Our PT is derived using EV/Resource metrics using an exploration target of 1. &B')' g é é § E g 5} 2% '5’ § (%

resource across itsHughenden project(approximately 30% of ind&pendent
geologists target)an exploration target o800Mt from its otherQLD projects and
an exploration target of 3@@t at its Mongolia projects (approximately 50% ¢

: - " y MAnalyst |
independent geologists target). Additionally we have valued G3Q& | & AulEl

Craig Brown +612 9993 816

$0.35t, which is in line with current peer valuations. craig.brown@fostock.com.au

DISCLAIMER: Foster Stockbroking Pty Ltd does and seeks to do business with companies covered in its researcla resaoitsirvestors should evare that the firm
may have a conflict of interest that could affect the objectivity of thisore. Refer full disclosures at the end of this report.



GUILDFORD COAL LTD

COMPANYOVERVIEW

GUF is targeting a variety
of coals in their
exploration program
including thermal, hard
coking and PCI coal.

Over thenext 24 months
GUF will be focused on
delineating initial JORC
resources across three
projects in Queensland and
an additional two in
Mongolia.

Chairmen 1 Pty Ltd, is an
entity associated with

the key board and
Management of GUF.

16/9/2011

f

Guildford Coal (GUF) iscaal exploration company that hasdiversified portfolio of
tenements across Queenslandand Mongolia The company has in excess of
20,000knd granted or under application.

GUF viaa wholly owned subsidiary Guildford Coal (Mongolia) Ptydwehs 70%of
Terra Energy LLC (TE), a newly established Mongolian coal company thasiowns
exploration licencesacrosstwo coal projects, namely the South Gobi and Middle
Gobi projects.

GUR) &ey focus is to create shareholder value through Identifying and seguri
potential assets, with the aim a#xploring and developing coal deposits ultimately
leading to production.

GUF is targeting a variety of coals in their exploration program including thermal,
hard coking and PCI coal. This will provide diversificatibproduct that could
potentially be sold into the export market.

Over thenext 24 months GUF will be focused on delineating initial JORC resources
across three projects in Queenslaadd an additional two in Mongolian total GUF
has five key projects as well as additional pipeline projeétsQueensland which are
close to existingail infrastructure and present the opportunity to access multiple
L2NI FrOAfAGASAa® CAIdINE M KAIKEAIKEGaA

Figure 1: D! CPxgject LocatiorQLD

QUEENSLW °}3OAL PROJECTS

Gutdtord Gost Limind
palaris®  Quoensiand Coal Projocts
=

SourceGuildford Coal.td

f

Payment to Chairmen 1 Pty LtdPart of the arrangement in the IPO listing ®@UF

was topay Chairmen 1 Pty Ltdsaiccessfee for a successful drilling program. The fee
equates to $0.20/of Indicated resource and is capped at 500&hairmen 1 will be
entitled to $20m for each 100Mt of Indicated Resource of coal in connection with
one or more of the relevant projects outlined inetprospectus namely GUFs QLD
assets fongolia assetwill be excluded)or a period of fve years commencing July 1
2010 We expect once GUF get to an Indicated Resource of 500Mt the stock should
achieve a EN of at least $0.75.

Level 21, 25 Bligh Street, Sydney§12 9221 8711 | www.fostock.com.au
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GUILDFORD COAL LTD

SUMMARY OF PROJECTS
The Company has several exploration projects including:
HughendenProjectc (Galilee/Eromanga Basin)

f  The Hughenden projectB! CQa Ffl 3aKAL) aaSdx t20FGSR Ay
Aninitial JORC Inferred basincovering approximately 16,500KnThe project target has the potenti&r open pit
Resurce is expected and underground superiagxportquality thermal coal

during the 2FCY11 1 Independent geologists Moultrine Database and Modelling (MDM) have completed a

comprehensive assessmeot the Hughenden project and have identified arploration
target of 0.58Bt to 5.72Bt of thermal coal. Aditial JORG@nferred Resourceis expected
during the2HC1.1.

9  Currently, four drill rigs are onsite at Hughenden, and the latest data indicates significant
coal seams exist with individual seaops to 5.5m and a cumulative thickness interpreted
to be approximately 11.9m of net coal from the Permian Betts Creek Beds which was 70%
thicker than anticipated.

Kolan Project; (Maryborough Basin)

1 The Kolan project is located approximately 20km navtétst of Bundaberg and 160km

GUF is targeting 100Mt of . .
south of Gladstone, the project covers approximately 23%Km

coking coal from this
project with an initial JORC

expected THCY12. 1 GUFis targeting 100Mt of Hard Coking coal ftbim project with anestimated CSN Value

of +7-9 post beneficiation. We have assumed an initial target of 75Mt from this tenement
based m a yield of 75% with aimitial target of JORC is estimated &arly 2012

Sierra Project (Bowen Basin)

I The Sierra projechas recently be granted with drilling to commence in Q4 2011. The
project is targeting the Fair Hill, Burngrove and Crocker Formations in the Bowen Basin

GUF is targeting 200Mt of with potential Hard Coking quali#és andCSN values of748.5 post beneficiation. Sierra is

coking coal from this 'y 2Ly Odzi GFNBSGz t20Fr0SR Ay 0S0¢SSy (il
project by the end of with a current JORC Inferred resource of 99Mt of Coking Coal and Newland Resources
1H2012.

(NRL) Comet Ridge project witeported CSN values of up to 8.5, and an exploration
target of 200250Mt of coking coal. Additionally, there is a rail link adjacent to the
property with potential access to the parbfGladstone

1 GUF ignitially targeting 200Mt of Hrd coking codlrom this project. We have assumed an
initial target of 80Mt from this tenement based on a yield of 40%. GUF are targeting initial
JORC resource by June 2012.

Mongolian Projects; (South Gobi Basin & Ongi Gol Basin)

1 GUF have two exploration projects in Mongolia, via its equity interest in Terra Energy
. - (70%) The South Gobi project consists of four exploration licences in the South Gabi Basi
haveidentified an . . . . . . .

. known to host premium thermal and coking coal deposits, while the Middle Gobi project
exploration target of 29Mt . . . - ; i - )
to 731 Mt from the consists of two exploration licences targeting coal bearing seams in the Ongi Gol Basin.
Mongolian projects. Independent geologists have identified erploration target 00.29-0.7318 for these two

projectsis targeting a maiden JORC resourcelierSouthGobi Project in Q2011.

Independent Geologists

Other Projects; (Sunrise & Monto)

1 GUF have two additional pipeline projects in Queensland; namely Sunrise and Monto but
are not focusing on these at this poiint time. Both projects are currently in Natative title
and are not granted at this stage.

16/9/2011 Level 21, 25 Bligh Street, Sydney§12 9221 8711 | www.fostock.com.au




GUILDFORD COAL LTD

HUGHENDERROJECQUEENSLAN@BalileeBasin)

A A N A A A 4 ~ | ~ A L ox x & &
TheHughenderproject 1 ¢K§ IQZHKSVRSY tN28$Ou Ad D,_CQa .LJNJ\YS Faasda
covers approximately Galilee Basin. Hughenden covers approximately 16,56(Dknn|ng approximately 100km
16,500kn? running north and south of the Galilee basin and approximately 300km east to west. To date
approximately 100km approximately 11,500kfrhas been granted.
north and south of the . . o o
Gallilee basin and 1T ¢KS t20FU0A2y 2F D} CQa | dZ3KSYRSY LINR2SOuU Aa
approximately 300knfrom sub-crop line alonghe north-eastern edge of EPC 1250 and EPC1260 with an estimated
east to west. cnal 2F KAIK lidzkfAade SELRZNI GKSNXYIEE O2Ff @A

highest priority for exploration activities.

1 Onthe 12th of May 2011, GUF acquired a 51% intenetbtd White Mountain Project (EPC
1260), via a heads of agreement signed with Tiaro Coal Limited (TCM). GUF has paid $3.3m
upfront and is committed to spending approximately $5m on exploration and
development from this project. The tenement covers appratiety 399kni and has a
potential exploration target of 0 to 745Mt from EPC 1260. (See yellow & black tenement in
figure 2 below).

f ' RRAGAZ2YI & ZowledZERCRI5Q, Nikch & locatedwiithin the boundaries of
EPC 1260 has an exploration target40f70Mt. The combined total area of the White
Mountain project within Hughenden (EPC 1250 & HPRG6D0) is approximately 420Km
representing approximately 2.5% of the total tenement area within the Hughenden

project.
Figure 2. Hughenden Project Location
QUEENSLAND COAL PROJECTS R
=]
Hwh‘?ﬂ‘!ﬁ?'”@“‘ White Mountain
) Project¢ EPC 1260 LA
GUILDF?RI? COAL L’MITED GUF 51%. TCM 499 i
EPC 1250 R
GUF 100%
VVVVVV EPC 2259
o Competing
. Orion Mining Pty Ltd
FTB (QLD Pty Lte) Tenements
Tenements GUF owns 80% W
GUF now owns 100% Sedimentary Basins | S ID;W
Guikdford Coal Limited (or Whally Owned Subsidiaries) 'L__:_'. Eromanga Basin i ‘\\
Guildford Coal Limited - e = X ’b \‘\
-3 5 [I]]] Orion Mining Pty Ltd (Guildiord 80%) \\
p:a,:'i?;,flg“ ;..u::.:?‘handol;z:m:::osw - White Mountain Pty Ltd (Guildford 51%) ] 25 — .:_,,, \‘\ 100

SourceGuildford Coal Ltd
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GUILDFORD COAL LTD

Target Resource

1
Moultrine Database and
Modelling (MDM) have
completed a
comprehensive assessmen
of the Hughenden project 1

and have identified an
exploration target of
0.58Bt to 5.72Bt of
thermal coal

Currently GUF has no JORC Resources or Resénvéstal, Independent geologists
Moultrine Database and Modelling (MDM) have completed a comprehensive assessment
of the Hughenden project and have identified an exploration target 8Bt to 5.72Bt of
thermal coal with a initial JORC Inferred Resouseected during Q4 2011

Additionally, Palris has identified an initiaxploration targetup to 745Mt from the White
Mountain Project EPC 1260 and approximatelyd0-70Mt from EPC 1250, which is
located within the boundaries of EPC 1260. The combined total area of the White
Mountain project wthin Hughenden (EPC 1250 & EPC1260) is approximately 220km
representing approximately 2.5% of the total tenement area within the Hughenden
project.

Figure 3: Exploration Target

Hughenden Project Ovmféfgsl? E;%Zrta(t:\?l 3 (,I’;\r;ezz)a Net to GUF

White Mountain Project EPC 126( 51% 0- 74t 39¢ 0-38C
EPC 1250 100% 40-70 21 40-70
wSYlFAYAY3 9t/ Q& 80-100% 580-572(C 16,08( 460-572C
Total 620-653¢ 16,50( 5006,17(

Souce GuildfordCoal Ltd

Geology

1

The primary seam thaBUF is targeting within the Galilee Basin is known as the Permian
F3SR . SGida / NBST .SRad wSOSyid NBadzZ Ga FNRY
the Betts Creek Beds have been proven to be of economic significRheesecond coal

seam targets located in the Eromanga Basin and is known as the Jurassic aged Blantyre
Beds (Injure Creek Group).

GUF has completed a detailed assessment of recent and historical geological and
exploration data for the northern end of the Galilee Basin and construatggtological
model for both the primary and secondary targets.

Exploration Program

1

GUFrecently reported drilling at Hughenden intersected significant coal seams from
borehole HOO05 with interpreted 11.9m of net coal from the Betts Creek Bedsmuittiple
individual seams of up to 5.5m in thicknegstial cores fromhole HO17on EPC 1477 at
Hughenden are identified in figure 4 below.

Figure 4: Initial Core holes from Hughenden EPC 1477

GUF is currently
undertaking a
comprehensive drilling
program expected to result
in a delineation of a
Inferred JORC before the
end of 2011.

Souce: GuildfordCoal Ltd

16/9/2011
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GUILDFORD COAL LTD

Operations

1 GUF has &wo year exploratiorprogramwith a proposed expenditre of $2 million over

GUF has $20m FY11 andl12. Given Hughenden is their prime asset, we beliewgF Gnill spend
exploration program over approximately $14m out of the $2@ on this project over the next two years.
FY11 and 12.

1 Currently, four drill rigs are onsite at Hughenden, and the latest data indicates sighific
coal seams exist with individual seams up to 5.5m and a cumulative thickness interpreted
to be approximately 11.9m of net coal from the primary target being the Permian Betts
Creek Beds.

1 Recent drilling has also intersected thin coal seams interprételde from the overlying
Eromanga Blantyre coal sequence and the preliminary results of laboratory analysis on
cores taken from drilling show that the coal has some swell and could be potentially used
as a blend for a PCI metallurgical product.

1 Two drilk are operating on EPC1477, EPC1478 and EPC1300 to complete a pattern of holes
to give a maiden underground JORC resobsc®4 2011.

1 The third drillrig has been commissioned to specifically target the potentially thicker
extensions and coking coal pot&l of the Eromanga Basimhile the fourth drill rig has
been commissioned to commence drilling on the White Mountains Project (EPC1260) to
confirm the open cut resource. White Mountains is the most likely start up project for
Hughenden and is only located 15km from the Mt Isa to Townsuville rail line.

1 GUF hasa Scoping Studygurrently underway by Flanagan Consulting Group to help in the
preparation of an Initial Advice Statement, Terms of Reference and Environmental Impact
{GrasSySyd Ay ftAYyS @gAGK GKS D}jCcQa &ailiNyGaS3
Additionally, the company has commenced background hydrology studies to collect data
from a full wet and dry season over a 12 month period.

1 A detailed project schedule has been developed for Stage 1 of the Hughenden project with
the aim to deliver first cal by the end of 2013 assuming a successful exploration program
and feasibility studies.

Infrastructure

1 In our view, infrastructure remainsne of theprimary risls for many projects getting off
the ground. @e of the main reasons wkavor GUHs because the Townsville to Mt Isa rail
line traveses the Kighenden project Currentcapacityis ~5Mtpa andthe rail connects
directly to the port ofTownsville located -320kms away.

GUF has successfully
entered into Memorandum
of Understandings (MU)
Iof,'lﬁ?f?th ra'ld"",“d port f  The current Mt Isa to Townsville rail line runs across se&@f@l Dten@meits to the
acilitiesand is progressing south of the current drilling program and there is an expectation that there will be

to a HoA for access to a ianifi d inf in thisai h h ith d
heavy gauge railway along significant upgrades to infrastructure in thisgien over the next three years the order

the Mt Isa to Townsville of 10Mtpa.
rail line with ARG, a

subsidiary of QR National 1 GUF has successfully entered into Memorandum of Understanding&)Nbr both rail

and port facilitiesand is progressing to a HoA for access to a heavy gauge railway along the
Mt Isa to Townsville rail line with ARG, a subsidiar@ Bf NationalPotential rail capacity
for GUHs 34Mt within the next three years.

1 GUFhas anMoU with Australian Railroad Group (ARG). The companies have agreed to
develop a pit to ship supply chain solution for the initial Hughenden open cut project to
utilise the current existing rail capacity on the Mt Isa to Townsville rail line. ARG is a
subsidiary of QR National and is responsible for bulk freight transport between mines and
port. Figure 5 highlights the current rail link which transcends the Hudé&eproject.

16/9/2011 Level 21, 25 Bligh Street, Sydney§12 9221 8711 | www.fostock.com.au




GUILDFORD COAL LTD

-~ Townsville

Hughenden Project
Rail Link : Mt Isa to

Townsville

Source: Guildfor@oal Ltd

1 In respect of a port solutionGUFhasan MoU in place with the the Port of Townsville
Limited (POTL) to jointly conduct a feasibility study on the logistics of exporting coal
through the port of Townsville. The current capacity at POTLN¢d® and the POTL has
recently outlined a master plawhich highlights a potential increase by an additionai20
within the next 10 yeardrigure6 highlights the expansion plans at POTL.

Figure 6: TownsvillePort Solution

Port Land

mO

Port Developments
City-Port Interface Projects
Shipping Channels
m= New Major Access Roads
Existing Major Access Roads
mm New Railway
mie Temporary Railway
Existing Railway
11 Berth No.

Short Term Port Vision 2010-2015 L e B ]
(N1 —

SourceGuildfordCoal Ltd

1 We view theport and rail solutiorto be a viableoption for GUF given its close proximity to
the Hughenden projectThere is a far greater likelihood efHeads of Agreement being
reached once a préeasibility study is completefibr coal transport and shipping.

1 Additionally we see that a JORC at Hughenden withéeatalyst for securing the port and
rail deal.

16/9/2011 Level 21, 25 Bligh Street, Sydney§12 9221 8711 | www.fostock.com.au




GUILDFORD COAL LTD

KOLAN PROJECT, QUEFANDMarybroughBasin)

1 The Kolan project covers approximately 237kand is 20km North West of Bundaberg and
approximately 160km south of Gladstone.

f ¢KS LINR2SOG O2yidlAya (g2 9t /-Bdcksequivalenttod R
surface area of approxiamately 164KmA total of 25 sukblocks (85.7kf) of the
TheKolan project has the tenement_ are covered by the Kolan Barage Catteht Area, estab!lsh_eq to ensurg the
potential for quality hard preservation of water quality. The catchment area does not inhibit exploration and
coking coal subsequent mining.

1 The basin lies partially onshore and partially offshore with a potential hard coking coal
capability with a CSN Valw# 8, ash content 0% and 780% vyield based on recent
drilling of nearby tenements including Northern Energy (MBX The location of the
project is outlined in Figuré below.

Figure 7: Location of Project

T NeNn  somw
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Q) Guildford Coal Ltd pala{ls!

ouorcrp  <0lan Exploration Program Targets

SourceGuildfordCoallLtd
Target Resource

1 The current explorationtarget at Kolan isLOOMt of Had Coking CoaWe have assumed
an initial target of 75Mt from this tenement based on a yield of 75% with an Initial JORC
target expectedn Q42012

Figure 8: Exploration Target

Ownershlp Exploration Area

EPC1872 100% 0-50 0-50
EPC2003 100% 0-50 95 0-50
Total 0-100 237 0-100

Souce: GuildfordCoal Ltd
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GUILDFORD COAL LTD

Geology

1 The primary seam that GUF is targeting within Marybrough Basin iknown asthe Tiaro
and the Burrum Coal measures which have been mined for over 100 years. NEC is
currently drilling in the Maryborough basin and it is understood that the project requires
beneficiation to produce a saleable product. Theoretical yields h@es estimated to be
in the order of 4650%, however GUF believe they are targeting a much higher quality
seam in the Maryborough Basin.

1 To date, historical drilling located between EPC1872 and EPC2003 showed the following
characteristics which confirm ¢ target poteriial of CSN values between-97 as
highlighted in Figur® below.

Figure 9: Historical Resus from Surrounding TenementekcludesGUF EPSP

w»
w»

Source: Guildfor@oal Ltd 6 OdzNNBy it & y2d Ay D! CQa G(SySySyida odzi éAGK

Operations

1 Drilling has recently commenced on EPC2003, with 1 drill rig currently on site. The
exploration target is at shallow depths to approximat&30m below surface.

1 Field activities have commenced and a scoping paper is being prepared for the Kolan
Project including the preparation of an Initial Advice Statement, Terms of Reference and
Environmental Impact Statement.

1 The project is connected to the Port of Gladstone via the Maryborough Northern Rail
System which runs adjacent to the Kolan ProjetiFGs targeting 1Mtpa of capacity into
the Wiggins Island Coal Expansion Terminal Stage 2 at Gladstone.
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