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RECOMMENDATION:

Company Update

Accumulate (Speculative) ARM is an Australian based exploration company with a portfolio of mineral tenements
prospective for manganese, base metals, gold, uranium and iron ore held in Western
12 MONTH PRICE TARGET: Australia. However, ARM is currently focused on its manganese assets, as it believes these
assets provide the company and its shareholders with the best opportunity to build an
NA operation over the medium to long term. Although exploration is at an early stage, a number

of recent announcements have, in our view, increased the potential for ARM to develop a
manganese operation at Capricorn South East. We also believe ARM will be the subject of

Capital Structure scrutiny from existing market players wanting to increase their footprint on the Australian
ASX Code ARM manganese supply market. We have issued an Accumulate recommendation, high risk.
Current Share price $0.99

Mkt cap” $80.3m .

Ordinary shares on issue 80.7m Key Points

Options (various)® 34.6m

3%”;1.‘1;;%" . ARM have announced the discovery of manganese bearing laterites adjacent to the existing

outcropping Mn mineralisation at Capricorn South East. From mapping and aerial

Directors photographic interpretation, ARM believe that the laterites form a small part of an old
- . weathering surface that is estimated to be present over at least 70km? located to the north

Philip Jackson Chairman o .

Rob Taylor Managing Director and north-east of existing project areas.

Garry O’Hara Executive Director

. ARM also believe that the mineralisation is suited to beneficiation to upgrade the material via
jigs and HMS (Heavy Media Separation). ARM has instructed a metallurgical laboratory in

Top 5 Shareholders / . _ _
Perth to undertake tests on a range of mineralisation types from upcoming drill samples from

Stacy Radford 5.10% Capricorn South East.

HSBC Custody Nominees 5.04%

ANZ Nominees 4.83% . ) . ) )

Forbar Custodians 4.52% . Our view is that the discovery of the laterites opens a new exploration front for the company
Garry O'Hara 3.84% over the north and north-east areas downslope of East-Of-Road and West-Of-Road. Given
Top 20 63.06% the gentle dip slope and shallowness of the mineralisation discovered so far, any successful

beneficiation testwork could yield an additional potential development scenario for ARM.

. ARM also continue to encounter high grade surface samples in the continued prospecting of
the project and have increased the strike length of known mineralisation. The Even-Further-
East Area is the last to be prospected and that is scheduled to occur in the 1Q2010.

12 Month Price Performance

1.20 +
1.00 + 3 The company ARM have signed a JV with a private syndicate to earn 80% of E09/1359,
0.80 1 which covers a 9km strike length of the same mineralised horizon present on ARM'’s
Capricorn South East Project. The effect of the JV is to lock up the entire 95km strike length
0.60 - of the host rock to the Mn mineralisation in this part of the Bangemall Basin.
0.40
0120 | . Given the significant growth in the stock price since our first report in early November,
we assume that the market has come to expect a positive outcome for the drilling and
0.00 L B B B has priced this in to some degree. We therefore take the view that the risk to the share
Jan-09 May-09 Sep-09 price has increased somewhat. However, we see significant upside from current

levels should the drilling results prove positive. If so, we would expect to see
increased interest in the stock and potentially corporate activity as a result of some of

Paul Adams the early geological risk being mitigated through the initial drilling results.
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Capricorn South East Project

. ARM is an Australian based exploration company with a portfolio of mineral tenements
prospective for manganese, base metals, gold, uranium and iron ore held in Western
Australia. However, ARM is currently focused on its manganese assets, as it believes these
assets provide the company and its shareholders with the best opportunity to build an
operation over the medium to long term.

. The Capricorn Southeast project consists of 10 granted exploration licenses and 7
Exploration Licence applications. High grade surface manganese occurrences, up to 47% Mn
in some samples, were first discovered by ARM in late 2008 after follow-up of some stream
sediment anomalies, but since then, regional prospecting and surface sampling has identified
mineralisation over a strike length of over 60 kms, with the potential to add another 35kms of
strike.
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Figure 1. Capricorn South East Location Map* Source: ARM
* For Excised Area, see section below

Recent Developments

Discovery of high grade manganiferous laterites

. ARM undertook first pass prospecting over surface lateritic material adjacent to the
outcropping in-situ manganese mineralisation already discovered and the focus of the
company’s forthcoming drilling program.

. Of the 30 rock chip samples, 27 assayed over 20% Mn, 12 of these recording values in

excess of 40% Mn (up to a high of 59.1% Mn. The laterites were first sampled in November
2009 downslope of the Mango 4 Prospect where massive manganese oxides formed a 1m to
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