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Vital Metals (VML)

DFS imminent for world class
Watershed tungsten project

Recommendation: SpeculativiBUY

Company Update

Key Points

9 3Mtpa operation being assessed IDFS (scheduled for completion
by ends 2013)

I Supply and demand fundamentals point to increasing tungsten
prices

9 Quality JV partners provide access to Japanese capital markets
Secondary project focused on godakploration in Burkina Faso
9 High grade gold intercepts bode well for a maiden JORC resource
Vital Metalsis in the advanced stages of completing axtension of itDFS
whichis assesmg a potentialtripling of capacityat the worldclass Watershed
tungstenprojectd  WI LJ ySaS 3IF2FSNYYSyid 26y SR Wh
project providesinprecedentediccess taJapanese capital markets for project

Fdzy RAyad +AGlFfQa KAIKEE LINRaLISO@éA oS
diversification with the company intersecting multiple high grade galddo

Company Overview

Vitals Metalf ASX: VML} an advanceaexploration companyvith its flagship
Watershed tungstenproject located in northern Queensland Watershed
currently hosts a JORC Resourcé®BMt @0.14% WQ for 70,400tonnes of
contained WQ.

Japan Oil, Gas and Metals National Corporation (JOGM&E)earneda 30%
interest inthe Watershedproject by spendng A$ 5.4m to fund completion of

a Definitive Feasibility Stud{DFS)Initially the DFSvas designed t@assess a
1Mtpa capacity processingscenario, however thisapacity was recently
increased to 3Mtpa fdbwing a resource upgrade; creating more robust
financial outcomes. JOGMEQuill not take Watershed into production but
rather act as a match maker to third party Japanese corporation; however, it
may act as a bank guarantor during the project finance stage

Vital also holdsa 100% interesin a series of exploration ppectsin southern

Burkina Faso, comprisingver 85k&m’ of contiguous tenements in highly
prospective Birmian Grestone terraing collectively known as the Doulnia

project Early stagedrilling programs havdeen particularly encouraging at

the Kollo prepect encounteringi A Iy A FA Ol yi W2NB 3INI RS
The Burkina Fasotenements are also prospective for VMS style zinc
mineralisation



Investment Review

Watershed- Tungsten

The Watershegrojectis a world class tungsteproject andVital is wellplacedto
advance the project into production at a time whatemand for the metal
continues to grow

World class asset

The Watershed deposit was originallidentified and exploeed by Utah
Development Compankimited duringthe early 1980swith some additional werk
Largeresource in place conducted by Pekdallsendduringthe mid-1980s.

Vital acquied the project in 2005 and has steadily advanced the project which now

hosts aJORMResourceof 49.3Mt @0.14% WQ for 70,400tonnes of contained

WG; (at a 0.0%% WQ cut-off grade). The company hasindertaken extensive

feasibility studieswhich have outlined technicallyviable and financiallyattractive
Fully funded DFS due for development options Initially the DFS considerednaoperation with 1Mtpa
completion in comingnonths processing capacity and more recertthys has been increased 8Mtpa.

In 2011, Vital agreed ttarm out a 30% interest in Watershed in return f854m

required to fund aDefinitive Feasibility StudyDE$ due for completion in Q4

2013 = A (i IVipart@er is a Japanese government owned company set up to ensure
stable supply of energand mineral resources to Japaifthe companyhas an

annual budget of $1&illion and isSNB 3 NRSR & | WLY¥itAL y S NJ
providing the cormpany with valuable access to Japanesgpertise as well asa

potential source of funding during the development stage.

Ideal JV partner

After achievingpositive outcomesn its initial feasibility programVital increased

DFS extended to include 3Mtpa  the JORC resourcat Watershedto 49.3Mt @ 0.14% WO; and thisprovided the

option impetus to extend the parameters of the DFSitoorporatea much larger 3Mtpa
capacity operation. Whileindicative CAPEX requirements are estimated to be
~A$150m(considered relatively cheap for an operation this sizb increased
production and greater capitatfficiencies are likely to significantly enhance the
overallrobustness of the projectThe DFS is scheduled for completion imminently
(Q4 2013).

DoulniaProject
Gold projects located in highly
prospective region In 2009Vital enhaned and diversified its exploratiointereststo include gold and

base metabrospectsin southernBurkina Faso, West Africi.currently holdsfour

permits in a favorable gedogical setting within the prospective Markoye Fault
Corridor. The Markoye Fault Corridisrhost to the Essakang5.1 Moz) Tarpako
(1.3 Moz) Bomboreg(5.2 Moz) andiaka(5.2 Moz)gold deposits

Numerous high grade gold

intercepts Exploration within the project area ibeing steadilyadvanced with early drill

programs intersecting multiple high grade gold interceptsPlanned drilling
campaignsare @med at extending the limits of the known near surface (open
pitiable) mineralisationas wellas identifying additional deposits that will provide
the critical mass for a staralone project.

An early drilling campaign intersecteddm @ 6.39 g/t goldfrom 8m depth
highlighting the potential to delineateneanindul scale, shallow resources within
the project area.
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Located in north Queensland

Open along strike and at depth

49.3 Mt @ 0.14% Wgor 70,400
tonnes of contained WO

Project Review

Watershed Project

The Watershedtungsten project islocated in far north Queensland~160km
northwestof Cairnsand ~35km northwest of the Mount Carbitengstendeposit.

Watershed Project Location
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JORC Resource

A JORC Resource48.3Mt @ 0.14% WQfor 70,400tonnes of contained Wghas
been estimated for the Watershed depasiBgnificant exploration potential still
existswith the mineralisation interpreted to be open along strikad at depth.

Watershed JOR®esource Summary

Measured Indicated Inferred Total
WO% | Mt WO% | Mt WO% | Mt WO% | Mt WO% | WO%
Cut off Tonnes
0.05 9.47 0.16 28.36 0.14 11.49 0.15 49.32 0.14 70,400
0.10 442 025 | 1151 0.24 4.73 0.26 | 20.66 0.25 50,700
0.15 2.69 0.34 6.66 0.32 2.83 0.35 1218 0.33 40,400
0.20 193 041 4.56 0.39 2.05 0.41 8.53 0.40 34,100
0.30 1.09 0.53 2.4 0.52 1.17 0.54 4.66 0.53 24,600

Source: ViteMetals

Suite 505,
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The Resource is calculated from

just this area

Similar sizéargets along strike

Encouraging grades and widths

JOGMEC farm in valued VML at A$

18m (at time of investment)

DFS to assess 3Mtpa potential

Watershed Deposiaind AdjacentProspects

%.

Watershed Deposit
Mineral Resource: 49.32 Mt @ 0.14% WO3
y (70,400t WO3; 0.05% WO; cut-off) F
‘i Drilling: 259 diamond core drill holes (49,037m) &
| RC dri (5,4661

Watershed South Prospect
il Drilling: 8 diamond core drill holes (1,020m)
Best intercepts: 4m @ 0.3% WO3;
9m @ 0.17W03;
5m @0.18% WO

.

Desailly North
Drilling: 2 diamond core drill holes (197m) "
Best intercepts: 7m @ 0.15% WO;
No soil geochemistry gri

S
W, Calc-silicate bodies
Soil Sampling
[ 20 - 50 ppm WO
[ 50 - 100 ppm WO3
[ 100 - 250 ppm WO3
| [ 250-500 ppmWO; |
(=5 [ 500 - 1000 ppm WO; f¢
.| I >1000 ppm WO;

Desailly
Drilling: 9 diamond core drill holes (912m)
Best intercepts: 2m @ 0.21% WO3;
7m @ 0.47% WO3; 11m @ 0.22% WO3;
2m @ 0.38% WO3
No soil geochemistry grid

ital Metals

The image abovélustrates multiple prospects whicthave been identified in close
proximity to the Watershed deposit. Initidrill testingat someof these prospects
has encounteredencouraging grades and widths of mineralisation at relatively
shallow deths. This bodes well for future resource upgradesin ongoing
exploration campaigns

Definitive Feasibility StudyNearing Completion

In August 2011Japan Oil, Gas and Metals National CorporafitdfGMECigreed
terms to earn a 30% interest in the Watersherojectfor a total investmentof
A$5.4m {mplying a projecvalue of A318m)

The JOGMEQunding was to be directed at completing@FSbased on a 1Mtpa
processing capacitpperation However, the feasibility scope was extended to
assessa 3Mtpa capacity operation dllowing a significant resource upgrade to
49.3Mt @ 0.14% WO Final DFS resultare yet to be releasedhowever early
indicationsare that the increased production argignificanty reduced operating
costs partially offset by an incise inupfront CAPEX to ~A$150Qmreate a more
robust financial outcomeBased on the3Mtpa scenariq production of 4,000 ¢
5,000tpa of>65%W0; concentrateis likely to beachievable.
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Mine life may be extended
through underground mining

Grade appears to be increasing at
depth

Key agreements in place

Access to grid power

Mining Licence approvals expectedapproved

in the near term

Underground Potential

Mineralisation at the Watershed deposit remains open down plungé) grades
appearing to increase at depth. For example, diamond hole MWD119 intersected
20m @ 1.27% WOfrom 302m highlighting the potential for establishing an
underground mining operation once the open pit resources have been exhausted
(thus extendinghe potential mine life).

Watershed Cross Section

A Watershed Deposit -

Contact aureol
(andalusite boundary)

—— Major fault
—- Fold axis
---- Outline of drilled area

[ Arenite
[ Argilite
[ Graniteffelsic dykes

] calc-silicate alteration
[ Potential greisen

Source: Vital Metals

TheONR &aa aSOlA2y | 020S AffdzAGNI GSa +y 2d
line), whilst the dotted line shows the area which has been drill tested.

Recent Developmentsn Pahway to Production

Indigenous Land Use & Pastoral Station Agreements

Vital has already cleared some significant hurdiests pathway tgproduction. An
agreement is already in place covering tfRastoral Statios as well asan
WLYRAISYy2dza [YyR !'aS !'aNBSYSydQ oL[! !0

Access to mains power

A high voltagepower line is located 24km to the south of the Watershed deposit
Vital hasengaged irtalks with Ergon Energyho have confirmed there is suffesit
capacity on the lindor a 3Mtpa operation and have also supplied indicative power
charges. A formal connection enquiry will be submittgdVitalat the appropriate
time.

Granting of Mining Licence Anticipated

During Q2, 2013 the department &nvironment and Heritage Protection (DEHP)
the EnvironmentalManagement Plan for Watershed and an
Environmental Authority (EAJas now been issued. The granting of the mine leases
is now considered a formality.
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Explorationaround Watershed

Vital has established a large tenement positiod n 9 tsarf@unding its
Watershed project area, and early stage exploration activities are being
undertaken. This includes soil, stream sediment and rock chip sampling and
mapping activities which have generated a number of areas for more detailed
follow-up.

Within EPM 14735% S O 2 y@adeRtingsten mineralisation(ranging between

Regionholds potentiafor 0.04 and 0.5%NG;) has recently been recorded in rock chip samplingt the
additionaldiscoveries Desailly prospegcthighlighting the potential for further satellite deposits to be
delineaked.

Within EPM 18171a recent geochemical sampdi program has generated
numerousoverlappingarsenic, tungsten and gold anomalies. A prospectbien
long by 1km widearea has beenidentified which has elevated levels of arsenic
(arsenic is often regarded as an pathfinder mineral for the identificadfomultiple
valuable minerals)ln part, this arsenic anomaly overlaps with elevatadgsten
(up to 70ppm Win stream sediments) and gold resultgp(to 0.009 ppmin soils)
Follow up workis planned including infill sampling and mapping programs

TungstenPricing

The chart below shosva five year historical price (China) for APT (Ammonium
Paratungstate) in USD. The APT price can be used as a proxy for the trends in a 65%
WOQ; concentrate pricenowevertungsten concentratgwhich will be produced by

Vital) trades at an ~20% discount to the ATP price (depending on demand)

APT price chart 200&eptember 2013

550

Tungsten price continues to
outperform most other metals 450 A

L)

250 /

US$/mtu

150 T T T T T T T T T T

Source: Bloomberg

1mtu=10kg The current APT price is US$407.5/mtu however it was as high as US$420/mtu
recently. This upward trend is set to continuaith an ongoing shortfall in
forecasted supply (against demand) of tungsten concentrate.
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Vital has highly prospective gold
licences in Burkina Faso

Vital now holds 100% in all four
permits

Doulnia ProjectBurkina Faso

The Doulnia Gold Project is located in southern Burkina Faso, West Africa, and
encompasses four permitsMgdiga, Zeko, Kampala and Doulnit)at are
prospective for gold and zinc mineralisation

Map Highlighting Major Regional Discoveries

[ Greenstone

| P
Source: Vital Metals
Ly Wdz & wnmoX +*AGFEf F3INBSR GSN¥a gAGK W

its 30% interest in two of the permitéDoulnia and Kampala), giving Vieal 00%

interest in all four permits. In return, Ampella recesve 2.25% royalty on all gold
produced at DoulniaAmpellaretains | WOt I ¢ oil aQDRL resduiivd 2 y

ol 01
NS plug andabiditiénal + A G |

excesof one million ouncess delineatedwithin two years.Under theW Of I &
a2

Ampellag 2 dz2f R 6 S NXIj dzA NBR
lump sum equal to 500% of these costs.

Map Highlightingkampala and Doulnia tenements

Source: Vital Metals

Member of the Breakaway Investment Group. ABN 84 127 962387 AFSL 290093
Suite 505, 35 Lime Street Sydney 2000, PO Box Histflia Square NSW 1215, Australia
t+61 2 9262 1363 f +61 2 9279 2727 Toll Free 1300 367 597



The Doulnia project is located within highly prospective Birmian Greenstone terrain

and coverover 850kn22 ¥ O2y (iA3dz2dza GSySYSydaod Al
in a favourable geotectonic setting, along strike and within the Markoye Fault
Corridor which hosts the Essakane (5.1 Moz), Tarpako (1.3 Moz), Bombore (5.2
Moz) and Kiaka (5.2 Moz) gold deposits (with combined ounces >16 Moz).

Permits are located along strike
from sizable gold deposits

Exploration

Vital kicked off its 2013 expldian program in JanuarFebruary with a 1@lrill
hole programaimed atextendng the limits of known gold mineralisation at the
Kollogold grospecton the Doulnigdenement and the Boungou Sougjeld prospect
on the Zekdenement.

Thedrill programwastargeting shallow gold mineralisatiosuitable for open cut
miningmethods Highlights from the campaign include:

I 35m @ 15.47 g/t goldrom 35.5m depth (includin@.5m @ 92.80 g/t
gold from 38.5m)from hole KDD002

1 5m @ 3.49 g/t goldrom40m from hole RC280
1 6m @ 2.49 g/t goldrom 99min hole KRC279

Encouraging drill results

Previous drill intercepts include:

I 5m @ 60.36 g/t goldrom 75m depth (includingm @ 128.50 g/t gold
from 76m) in hole KRC260 and

44m @ 6.39 g/goldfrom 8m 1 44m @ 6.39 g/t goldrom 8m depth (includingtm @ 58 g/t goldfrom
depth 24m) h hole KRC 210.

A comprehensive plan of significant Kollo drilling results and a cross section of the
Kollo South prospect at@ighlighted in thefollowing images

Kollo Gold Project

Source: Vital Metals
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