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WHO IS IIR?

Independent Investment Research Pty Ltd, “IIR" is an independent investment research house in Australia. [IR specialises in the analysis of
industry trends, and high quality commissioned research. IR was established in 2004 under Aegis Equities Holdings to provide investment
research to a select group of customers. Since March 2010, IIR has operated independently from Aegis by former Aegis staff to provide
customers and subscribers unparalleled research website, that covers listed and unlisted managed investments, resource companies, ETFs,
property, structured products, and IPO's.

DISCLAIMER

This publication has been prepared by Independent Investment Research Holdings Pty Limited trading as Independent Investment Research (“IIR")
(ACN 155 226 074), an Australian Financial Services Licensee (AFSL no. 420170). IR has been commissioned to prepare this independent research
report (the “Report”) and will receive fees for its preparation. Each company specified in the Report (the “Participants”) has provided IIR with
information about its current activities. While the information contained in this publication has been prepared with all reasonable care from sources
that IIR believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused. In the event
that updated or additional information is issued by the “Participants’ subsequent to this publication, IIR is under no obligation to provide further
research unless commissioned to do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IIR as at the date of
publication and may change without notice. IIR and each Participant in the Report, their officers, agents and employees exclude all liability whatsoever,
in negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law. This publication is not and should
not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. Any opinion contained in the Report
is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner
in which a recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment objectives, financial
situation or particular needs of any individual recipient. Investors should obtain individual financial advice from their investment advisor to determine
whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, financial situation or
particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any
person(s) who is resident of any other country. This document does not constitute an offer of services in jurisdictions where IR or its affiliates do not
have the necessary licenses. IR and/or the Participant, their officers, employees or its related bodies corporate may, from time to time hold positions
in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such securities. IIR and the
Participant, their directors and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or other benefits from
the securities mentioned in this publication.

IIR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit
or advantage, whether pecuniary or otherwise in connection with making any statements and/or recommendation (if any), contained in this Report.
IIR discloses that from time to time it or its officers, employees and related bodies corporate may have an interest in the securities, directly or
indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the companies mentioned in
this publication; may affect transactions which may not be consistent with the statements and/or recommendations (if any) in this publication; may
have directorships in the companies mentioned in this publication; and/or may perform paid services for the companies that are the subject of such
statements and/or recommendations (if any).

However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any)
contained in this Report. The information contained in this publication must be read in conjunction with the Legal Notice that can be located at http://
www.independentresearch.com.au/Public/Disclaimer.aspx.

For more information regarding our services please refer to our website www.independentresearch.com.au.
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Investment Profile

Share Price ($) as at 25 February 2013 0.23
Valuation ($) 0.73
Issued Capital:

Ordinary Shares (M) 83.8
Options (M) 17.3
Fully Diluted (M) 101.1
Market Capitalisation ($M) 1.9
52-week low/high ($) 0.18/0.30

Board and Management

Directors

Adrian Griffin (Non-Exec Chairman)
Patrick McManus (Managing Director)
George Sakalidis (Non-Exec Director)
Gary Johnson (Non-Exec Director)

Major Shareholders %
Barclay Wells Ltd 17.9
Elsinore Energy Pty Ltd 14.9
UOB Kay Hian Private Ltd 5.8
HSBC Custody Nominees Ltd 5.2

Top 20 shareholders own 60.5% of company

Share price performance
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PWN COMPLETES SCOPING STUDY

¢ Potash West NL (PWN) aims to produce potassium from one of the world's largest
glauconite deposits. The tenure extends an area of over 2,900km?.

¢ On 11 January 2013, the company announced the completion of the Scoping Study
that confirms the technical and financial viability of the Dandaragan Trough Project. The
study recommends a feed rate of 2.4Mtpa which relates to a mine life of 25 years. The
company is now progressing towards a Definitive Feasibility Study (DFS).

¢ On 11 October 2012, the company announced an initial estimated JORC resource of
244Mt at Dandaragan Trough Project at 3.0% K;SO,4 and 1.6% P,0Os. The resource only
represents 20% of the Dinner Hill prospect. The mineralisation commenced near surface
and remains open to the north, south and east. Further drilling is planned to the south
and east with great potential to increase the resource.

¢ On 20 December 2012, the company announced it lodged a patent application for its
proprietary potash process. The process which produces sulphate of potash (SOP),
high magnesium potash (KMS), single superphosphate (SSP), iron oxide and aluminium
sulphate from glauconite has been called the K-Max process.

¢ The company has announced their intention to raise $3.1M through an entitlement issue
to shareholders. The company is offering shareholders the right to acquire shares on a 1
for 6 basis at $0.22 per share with an option attached exercisable at $0.30 on or before
15 March 2015. The maximum number of additional shares to be issued will be 13.966M.
The offer is expected to close on 22 March 2013.

¢ On 19 October 2012, the company announced ADR trading on the American OTC QX
market under the ticker PWNNY. This provides access to US investors.

¢ The company will seek to sell the potash and phosphate products to the local market and
sell the remaining products abroad. Australia currently imports most of its potash and
phosphate fertiliser requirements providing the company with a competitive advantage
over producers that have to transport the product to Australia.

4 Valuation: We have amended our base case valuation for PWN based on the
assumptions released in the scoping study. We have a risk adjusted base case valuation
for PWN of $0.73 per share.

EARNINGS FORECAST

Y/e June 2011 2012 2013F 2014F 2015F
Revenue ($M) 0.0 0.0 0.0 0.0 0.0
EBITDA ($M) 0.9 -4.0 -4.5 -10.0 0.0
Reported NPAT ($M) 0.9 3.9 -45 -10.0 0.0
Normalised NPAT ($M) 0.9 -3.9 -4.5 -10.0 0.0
Reported EPS (A$) -0.01 -0.05 -0.05 -0.05 0.00
Normalised EPS (AS$) -0.01 -0.05 -0.05 -0.05 0.00
PER n/a n/a n/a n/a n/a
DPS 0.0 0.0 0.0 0.0 0.0




Potash West NL (PWN)

PROFIT & LOSS ($M) CASHFLOW ($M)
Y/E June 2011 2012 2013 2014 2015 Y/E June 2011 2012 2013 2014 2015
Sales Revenue 0 0.0 0.0 0.0 0.0 Receipts from customers 0.0 0.0 0.0 0.0 0.0
Other Revenue 0.0 0.0 0.1 0.2 02 Payments to suppliers 0.3 317 -3.6 -8.0 0.0
Total Costs 09 4.1 45 10.0 0.0 Net interest 0.1 0.2 0.0 0.0 0.0
EBITDA 09 -4.0 -4.5 -10.0 00 Tax Paid 0.0 0.0 0.0 0.0 00
Depreciation 0.0 0.0 0.0 0.0 0.0 Other 0.0 0.0 0.0 0.0 0.0
EBIT 09 -4.1 -4.5 -10.0 0.0 Operating Activities 0.2 -35 -3.6 -8.0 0.0
Interest 0.1 02 0.0 0.0 0.0 Capital Expenditure 0.0 -0.1 0.1 -0.1 0.1
Pre-Tax Profit -0.9 -39 4.5 -10.0 0.0 Exploration, Development, Evaluation 0.0 0.0 -1.0 -10.0 0.0
Tax expense 0.0 0.0 0.0 0.0 0.0 Asset Sales/Acquisitions 0.0 0.0 0.0 0.0 0.0
Net Profit After Tax 09 -39 -4.5 -10.0 0.0 Other 0.0 0.0 0.0 0.0 0.0
Abnormals 0 0.0 0.0 00 00 Investment Activities 0.0 0.1 A1 01 O
Reported Net Profit After Tax -09 -39 -4.5 -10.0 0.0 Share Issues /(Buybacks) 5.7 14 20 20.0 0.0
Debt Drawdown/ (Repaid) 0.0 0.0 0.0 0.0 0.0
BALANCE SHEET ($M)
Dividends Paid 0.0 0.0 0.0 0.0 0.0
Y/E June 2011 2012 2013 2014 2015
Other 0.0 0.0 0.0 0.0 0.0
Cash 5.4 33 0.6 25 24
) Financing Activities 5.7 1.4 2.0 20.0 0.0
Trade and Other Receivables 0.1 0.1 0.1 0.1 0.1
. Net Cash 54 -2.2 -2.7 19 0.1
Inventories 0.0 0.0 0.0 0.0 0.0
Cash at beginning 0.0 54 3.3 0.6 25
Investments 0.0 0.0 0.0 0.0 0.0
Cash at end 5.4 33 0.6 25 24
Other 0.0 0.0 0.0 0.0 00
Current Assets 5.5 34 0.6 25 24 Key Model Assumptions
Property, Plant and Equipment 0.0 0.1 0.0 0.0 0.0 Dandaragan Trough Project
Intangibles 0.0 0.0 0.0 0.0 0.0 S0P US$700/t
Exploration and Evaluation 25 25 1.0 10.0 00 KMS US$250/t
Non-Current Assets 25 26 1.0 10.0 0.0 SSP Sl
Iron Oxide US$100/t
Total Assets 8.0 6.0 16 125 24 _
Aluminum Sulphate US$150/t
Trade and Other Payables 04 0.4 0.4 0.0 00
Recovery rate 89%
Provisions 0.0 0.0 0.0 0.0 0.0 Ve e e 2 4Mitpa
Borrowings 00 00 0.0 0.0 0.0 WA State royalty as % of revenue 5%
Current Liabilities 0.4 0.4 0.4 0.0 0.0 Capex A$650M
Borrowings 0.0 0.0 00 0.0 0.0 Exchange Rate (A$/US$) 0.95
Other 00 0.0 00 0.0 00 First Production (year) 2018
Non-Current Liabilities 00 00 00 00 00 Mine life 25 Years
Total Liabilities 0.4 0.4 0.4 0.0 00
Net Assets 76 56 1.3 12.5 24
Contributed Equity 8.4 10.0 12.0 32.0 320
Reserves 0.0 0.3 -1.5 -0.2 -10.3
Retained Earnings -0.8 47 9.2 -19.3 -19.3
Shareholders' Equity 7.6 5.6 1.3 12.5 24
Minorities 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0
Total Equity 7.6 5.6 1.3 12.5 24
Shares on Issue 75 83.8 9338 1938 1938
Options Qutstanding 0.0 17.3 17.3 15.5 02
Fully Diluted 7.5 101.1 1111 2093 1940
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Potash West NL (PWN)

DANDARAGAN TROUGH PROJECT

MAIDEN JORC RESOURCE

¢ The company completed its first resource estimate at the Dinner Hill prospect in October
2012.

¢ The company reported an estimated Indicated and Inferred JORC resource of 244Mt
grading 3.0% K;SO,4 and 1.6% P,0s. The drilling represented 20% of the 2,900 km?
Project area.

¢ Further drilling is expected to identify additional resource near surface at the Dinner Hill
prospect. There are plans for up to 10,000m of aircore drilling to be undertaken in 2013.

¢ Resource drilling was completed in June 2012 which comprised of 83 vertical aircore
holes for 3,215m on a 400m x 400m grid.

¢ The mineralisation remains open to the north, south and east.

Unit Category Mt K;S0,% P,0:%
Molecap Greensand Indicated 120 46 1.8
Inferred 2 4.4 22
Sub total 122 46 1.8
Poision Hill Greensand Indicated 121 1.5 1.4
Inferred 1 1.6 1.1
Sub total 122 1.5 1.4
Total Resource Indicated 241 3.0 1.6
Inferred 2 36 19
Total 244 30 1.6

Cross section of the Dinner Hill prospect
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SCOPING STUDY

¢ A Scoping Study was completed in January 2013. Capital and operating cost estimates
were completed by by Tenova Projects (formerly Bateman Engineering) and sales and
revenues were determined by CRU.

¢ The Scoping Study considers two mine feed rates - 4Mtpa and 2.4Mtpa. The smaller
mine feed of 2.4Mtpa was recommended in the study to meet immediate market
demand.

¢ Based on the 2.4Mtpa feed rate, estimated capital expenditure of $650M is required,
including contingency, with operating costs of $51.26/tonne of mine feed.

¢ Infrastructure requirements are limited given the location of the Project. The Project is
located in close proximity to road and rail and within 30km of gas supply. The company
will have to construct 30km of pipeline to link into the DampierBunbury gas pipeline and
30km of spur rail line to connect to the Perth-Geraldton Rail line.

Independent Investment Research



Potash West NL (PWN)

Processing

¢ Aleaching process will be used to extract the material whereby the glauconite ore is
mined and pumped to a concentrator where it will be deslimed and screened. Magnetic
separation will then be used to recover the glauconite and reject silica.

¢ Hydrometallurgical and pyrometallurgical processing will extract K, B Mg, Fe and Al from
the ore. The extracted elements will then be converted to saleable products including:
sulphate of potash (SOP), potassium magnesium sulphate (KMS), single superphosphate
(SSP), hematite and aluminium sulphate.

¢ The company has applied for a patent on its proprietary K-Max process. The K-Max
process is applied during the benefication phase and has been tested throughout the
Scoping Study process and will be tested further through the DFS.

¢ One of the benefits of the greensand deposit is that it requires less processing with no
grinding required.

Mining Process

Chemical
plant

N

Aluminium,
Potash Iron &
products Phosphate
Tails back Co-products

to pit

Production

¢ Mine feed of 2.4Mtpa was recommended in the Scoping Study to meet immediate
local demand. Australia currently imports most of its potash and phosphate fertiliser
requirements, according to ABARE.

Production Rates

Mine Feed 2.4 Mtpa
SOP (Sulphate of Potash) 85 ktpa

KMS (Magnesium SOP) 195 ktpa
Iron Oxide 220 ktpa
Aluminium Sulphate 900 ktpa
Phosphate 310 ktpa

Capital & Operating Costs

¢ The Scoping Study has estimated capital costs of $650M (including contingency) for the
2.4Mtpa feed rate and operating cost of $51.26/tonne. A breakdown of costs is tabled

below.
Capital Expenditure ASM
Process Plant 350
Infrastructure 150
Indirect & Contingency 150
Total 650

Independent Investment Research




Potash West NL (PWN)

Mining 8.11
Process Plant 39.12
Transport 403
Total 51.26
PROJECT SCHEDULE

Activity Completion

Scoping study results
Definitive feasibility study
Financing

Construction
Commissioning

Full Scale production

Dec 2012
Q42015
04'2015
Q12017
Late 2017
2018

VALUATION OF PWN

¢ We have based the valuation of the company on the present value of the Dandaragan
Trough Project. A discounted cash flow (DCF) methodology was used to value the
Project.

¢ Cost and production rates are based on the assumptions provided in the Scoping Studly.
We have applied a weighted average cost of capital (WACC) of 12%.

<&

Production is assumed to start in 2018 with a mine life of 25 years.

L 4

The number of shares on issue does not include the potential shares that may be issued
in the entitlement share offer.

Key Model Assumptions

Model Assumptions — Dandaragan Trough Project

SOP US$700/t
KMS US$250/t
SSP US$300/t
Iron Oxide US$100/t
Aluminum Sulphate US$150/t
Capital Expenditure (M) A$650
Recovery rate 89%

Mine Feed Rate 2 AMitpa
WA State royalty as % of revenue 5%
Operating Cost A$52/tonne
Exchange Rate A$/US$ 0.95

First Production 2018

Mine life 25 Years
WACC 12%
Depreciation Straight Line

Independent Investment Research
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Independent Investment Research

TARGET MARKETS

¢ The company will initially be looking to sell the potash and phosphate products to the
domestic market. Currently, Australia imports most of its potash and phosphate fertiliser
requirements, as indicated on the below chart. As a result, the company will have a
competitive advantage over those producers that are required to transport their product
to Australia. Potash and Phosphate products make up 41% of the expected production
volumes based on a 2.4Mtpa feed rate, and is expected to account for 63% by value.

¢ PWN's potash production would exceed the 126kt of Australian potash fertiliser imports
in 2011/12, with the production of 280ktpa (total of SOP and KMS) at a 2.4Mtpa feed
rate. Therefore, excess production may be required to be sold overseas. With respect
to phosphate production (SSP), the company would be almost matching the phosphate
imports for the country at 310ktpa.

Australia’s Phosphate & Potash Fertiliser Imports and Consumption
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¢ The company will seek to sell the remaining products (iron oxide and aluminium sulphate)
to markets abroad, most likely Asia. Aluminum Sulphate will make up the greatest
volume of product at 45% of the total tonnage produced across all products and account
for an expected 31% of sales revenue.

INVESTMENT CASE

¢ With the mineralisation open to the north, south and east in the Dandaragan Trough
Project there is great potential for increasing the resource.

¢ PWN's glauconite deposits are close to the surface and the material is soft so the mining
costs are reasonable. It is also close to well established infrastructure.

¢ Australia currently imports most of its potash and phosphate fertiliser requirements. The
production of SOP KMS and SSP locally give PWN a competitive advantage over those
companies that have to ship the product to Australia.

¢ We have valued the Dandaragan Trough Project based on a feed rate of 2.4Mtpa. A feed
rate of 4Mtpa has been costed and would provide additional revenues through increased
production to the company.

¢ We value Potash West NL (ASX:PWN) with a risk adjusted valuation of $0.73 per share.
Our valuation includes a 40% discount due to the current JORC category of resources
and the fact that the development of the Dandaragan Trough Project remains in the early
stages. We have also adjusted the valuation to account for the financing and offtake risk
currently associated with the Project.




DISCLAIMER

(a) Disclaimer

The information, reports, financial models, forecasts, strategies, audio
broadcasts and other media (referred to as “Content” throughout this
Legal Notice), provided on this web site has been prepared and issued
by Altavista Research Pty Ltd trading as Independent Investment
Research “IIR" Independent Investment Research Holdings Pty Ltd
(ACN 155 226 074), as authorised to publish research under an Australian
Financial Securities Licence (AFSL No 420170) which allows Independent
Investment Research to offer financial service advice to retail and wholesale
clients. Users of this web site should not act on any Content without first
seeking professional advice. Whilst the Content contained on this web
site has been prepared with all reasonable care from sources which we
believe are reliable, no responsibility or liability is accepted by Independent
Investment Research, for any errors or omissions or misstatements
however caused. Any opinions, forecasts or recommendations reflect our
judgement and assumptions at the date of publication or broadcast and
may change without notice. Content on this web site is not and should not
be construed as an offer to sell or the solicitation of an offer to purchase or
subscribe for any investment. We are not aware that any user intends to
rely on the Content provided or of the manner in which a user intends to
use it. In preparing our Content it is not possible to take into consideration
the investment objectives, financial situation or particular needs of any
individual user.

Access by any user to this website does not create a client relationship
between Independent Investment Research and the user. Users seeking
to invest must obtain individual financial advice to determine whether
recommendations are appropriate to their investment objectives,
personal financial situation or particular needs, before acting on any
recommendations. Any Content is not for public circulation or reproduction,
whether in whole or in part and is not to be disclosed to any person other
than the intended user, without the prior written consent of Independent
Investment Research.

(b) Disclosure of Interest

General

Independent Investment Research, its officers, employees, consultants
and its related bodies corporate have not and will not receive, whether
directly or indirectly: any commission; fee; benefit; or advantage, whether
pecuniary or otherwise, in connection with making any recommendation
contained on this web site. Independent Investment Research, discloses
that from time to time, it or its officers, employees and its related bodies
corporate: may have an interest in the securities, directly or indirectly, which
are the subject of these recommendations; may buy or sell securities in
the companies mentioned in the Content; may effect transactions which
may not be consistent with the recommendations in the Content; may
have directorships in the companies mentioned in the Content; and/
or perform paid services for the companies that are the subject of such
recommendations.

However, under no circumstances, has Independent Investment
Research been influenced, either directly or indirectly, in making any
recommendations contained on this web site.

Corporate Research

Independent Investment Research has or may have, received a fee
either directly by a company itself or by a third party, to provide coverage
and/or corporate research (the “Fee”). Where a Fee has been received,
Independent Investment Research does not publish:

Buy / Hold / Sell recommendations for the security or managed
investment schemes.

(c) Copyright Protection

All Content at this web site is protected by copyright. Apart from any use
permitted under the Copyright Act (Cth) 1968, you must not copy, frame,
modify, transmit or distribute the material at this web site, without seeking
the prior written consent of the copyright owner. Content on this web site
is owned by the business Independent Investment Research. Users are
prohibited from copying, distributing, transmitting, displaying, publishing,
selling, licensing, creating derivative works or using any content on the
web site for commercial or public purposes

Copyright 2010 Independent Investment Research. All rights reserved.

(d) Trade Marks

The trade marks and logos displayed on this web site belong to Independent
Investment Research or other parties. Such trade marks include registered
trade marks and trade marks pending registration. Users are prohibited
from using any of these trade marks, without seeking the prior written
consent of IIR or such third party, which may own the trade mark content
on this web site.

(e) Limitation of Liability

To the fullest extent permitted by the law, Independent Investment
Research and any of its officers, employees, agents, consultants or related
bodies corporate disclaim any liability, whether based in contract, tort, strict
liability or otherwise, for any direct, indirect, incidental, consequential or
special damages arising out of or in any way connected with the use of any
Content made available on this web site by any person or entity.

(f) No Warranties

Independent Investment Research does not make any claims, promises,
guarantees, representations or warranties regarding the accuracy,
completeness or fitness for purpose of the Content made available on this
web site. All information on this web site is provided to you on an as is
basis, without warranty of any kind either express or implied. To the extent
that research can be provided by third parties, Independent Investment
Research makes no warranty or representation as to the accuracy or
completeness of such information displayed on this site, and accepts no
liability for errors or omissions arising from such third party information.
To the fullest extent permitted by law, under no circumstances will
Independent Investment Research be liable for any loss or damage caused
by users reliance upon information obtained through this web site. It is
the responsibility of the user to evaluate the accuracy, completeness or
usefulness of any information, opinion, general advice or other content
made available through this web site. Furthermore, Independent
Investment Research does not warrant or represent that this web site
is error free or free from viruses or defects. A user must do all that is
necessary (including using virus checking software) to satisfy itself that
accessing this website will not adversely affect its system.

For further information, please contact lIR at: client.services@
independentresearch.com.au
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