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Rating: SECTOR OUTPERFORM; 12-Month Target: $1.85; Risk: SPECULATIVE
Impact: Positive (neutral to our formal valuation)

Event: Cozamin Resource Update Sets the Stage for a Mid-2009 Reserve Update

B Capstone announced a NI 43-101 compliant resource update for its 100% owned Cozamin copper-zinc-lead-silver mine in
Zacatecas State, Mexico. The update follows an extensive ~US$4M 131 hole (39,430 metre) 2008 infill and step-out drill
program, which has increased and upgraded resources within the principal San Roberto zone of the Cozamin mine and provided
data for an initial resource estimate within the newly defined San Rafael zone located ~500 metres along strike to the east of the
San Roberto zone. We note that although the San Rafael zone appears to be relatively zinc-rich, the upper portions of the San
Roberto zone were similarly zinc-rich before transitioning into copper-rich mineralization below.

B M&I resources within the San Roberto zone have increased by 2.3 million tonnes or 43% on a tonnage basis since the project’s
last resource estimate in December 2007—despite the fact that approximately 1.6 million tonnes have been mined
(commercially) from the deposit during the interim. On a ‘net’ tonnage basis, which takes into account mineralization that has
already been commercially mined, measured and indicated resources have actually increased by about 71% in the San Roberto
zone.

B Oninitial inspection, San Roberto’s 71% net resource tonnage gain appears to have come at a cost to net resource grade—down
24% in the case of copper. However, we note that Cozamin’s resource remains characterized by a higher grade core and lower
grade periphery. The higher grade core, reflected by San Roberto’s reserve grade of 2.4% copper, is sufficient to support mining
operations through 2011, after which the project will likely transition into modestly lower grade ‘periphery’ mineralization
which was largely delineated during the 2008 drill program and reflected by San Roberto’s M&I resource grade of 2.0% copper.

B Cozamin’s global resource (i.e., all categories; not a NI 43-101 compliant measure) now totals 10.9 million tonnes, up from 8.6
million tonnes in December 2007 (or ~7.0 million tonnes net of commercially mined mineralization to date). Design mill
capacity at Cozamin is currently 1.1 million tonnes per annum (3,000 tpd). Hence, we suggest that this ~3.9 million tonne
net global resource increase implies at least 2 to 3 additional years of mine-life at Cozamin beyond the project’s last
reported reserve of 3.7 million tonnes (September 2007), which supports production through mid-2011 in our formal
valuation. Capstone is now focussing its development efforts at Cozamin on a new life-of-mine (i.e., reserve) plan based on the
project’s resource update. This plan is expected to be complete in mid-2009, at which time we will update our modelled
production profile at Cozamin. For illustrative purposes, we note that a 3,000 tonne ‘mineable resource’ increase, similar in
grade to San Roberto’s current M&I resource, would extend our modelled mine life into 2014 and increase our fully financed
after-tax project NAV gy, by ~$0.20 per fully diluted share (+65%).

Valuation: 3.0x multiple to 2009E CFPS of US$0.49 at Haywood’s forecast copper price of US$1.75 per pound.

Last Research: February 17, 2009

Target Price $1.85 52-Week High / Low $4.47/$0.65 Price Performance
Current Price $1.26 Share Capital 164.3 million (O/S)
Return 47% 182.2 million (F/D) = PS——
YTD Performance 38% Market Capitalization US$167.0 million 5100

Cash US$41.9 million
Risk Profile: SPECULATIVE Debt US$34.2 million =
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Financial Risk Moderate Enterprise Value US$146.2 million I
Valuation Risk Moderate Daily Volume o [ | kb
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Currency C$ unless noted Source: Bloomberg

Company Web Site www.capstonemining.com

CEO Darren Pylot
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Cozamin Resource Breakdown — February 2009 versus December 2007

Cozamin Resource Update - February 2009

Tonnes Cu Grade ZnGrade PbGrade Ag Grade AuGrade|Copper Zinc Lead Silver Gold ' CuEq CuEq
(000s) (%) (%) (%) (g/t) (g/t) | Mb) (Mb) (Mb) (koz) (koz) (%)  (Mibs)

Measured & Indicated Resource - San Roberto 7,826 2.00% 1.15% 0.29% 68.2 0.06 3456 1991 49.7 17,148 159 3.20% 551.5

Measured & Indicated Resource- San Rafael 1,467 0.23% 3.64% 0.47% 38.3 0.48 76 1176 150 1806 22.7 2.59% 83.8
Measured & Indicated Resource - Total 9293  1.72% 1.55% 0.32% 63.4 0.13 3532 3167 64.7 18,954 386 3.10% 635.3
Inferred Resource - San Roberto 1,100 1.58% 0.95% 0.17% 52.5 0.07 38.4 230 41 185 23 251% 61.0
Inferred Resource - San Rafael 556 0.14% 3.55% 0.57% 35.8 0.61 17 435 70 641 109  2.54% 31.2
Inferred Resource - Total 1656  1.10% 1.82% 0.30% 46.9 0.25 401 665 111 2497 132 252% 921
Global Resource (all categories) - Total 10,949  1.63% 1.59% 0.31% 60.9 0.15 3933 3832 758 21451 518 3.01% 7274

Cozamin Resource Estimate - December 2007

Tonnes CuGrade ZnGrade PbGrade Ag Grade AuGrade|Copper Zinc Lead Silver Gold ' CuEq CuEq
(000's) (%) (%) (%) (g/t) (g/t) [ Mib) (Mib) (Mib) (koz) (koz) = (%) (Mibs)

Measured & Indicated Resource - San Roberto 5,488 2.54% 1.16% 0.37% 86.7 0.04 307.1 1402 450 15302 6.2 |3.90% 4717
Measured & Indicated Resource - San Rafael

Measured & Indicated Resource - Total 5,488 2.54% 1.16% 0.37% 86.7 0.04 307.1 1402 450 15302 6.2 3.90% 4717

Inferred Resource - San Roberto 3,163  2.36% 1.03% 0.18% 80.5 0.04 1646 718 126 8187 4.1 3.54% 246.6
Inferred Resource - San Rafael

Inferred Resource - Total 3,163 2.36% 1.03% 0.18% 80.5 0.04 1646 718 126 8,187 41 354% 246.6

Global Resource (all categories) - Total 8,651  2.47% 1.11% 0.30% 84.4 0.04 4717 2120 576 23,489 103 3.77% 718.2

Cozamin Mined (commercial production)

Tonnes Cu Grade ZnGrade PbGrade Ag Grade AuGrade|Copper Zinc Lead Silver Gold ' CuEq CuEq
(000's) (%) (%) (%) (g/t) (g/t) | (Mib) (MIb) (MIb) (koz) (koz) = (%) (Mlbs)

Mined - San Roberto 1,580 1.62% 1.39% 0.57% 68.0 - 564 484 199 3455 - 3.01% 104.8
Mined - San Rafael - - - - - - B - - - . . -

Mined - Total 1,580 1.62% 1.39% 0.57% 68.0 ° 564 484 199 3455 - 3.01% 104.8

Cozamin Resource Change (February 2009 versus December 2007 net of commercial production to date)

Tonnes Cu Grade ZnGrade Pb Grade Ag Grade AuGrade|Copper Zinc Lead Silver Gold & CuEq CuEq
(000's) (%) (%) (%) (g/t) (g/t) | (Mib) (MIb) (MIb) (koz) (koz) = (%) (Mlbs)

Measured & Indicated Resource - San Roberto 1% (24%) 3% (9%) (21%) 49% 31% 77% 55% 35% 155% = 59% 39%
Measured & Indicated Resource- San Rafael - - - - - - - - - - - - -

Measured & Indicated Resource - Total 98% (33%) 31% (5%) (26%) 213% 33% 160% 88% 46% 520% 57% 57%
Inferred Resource - San Roberto (65%)  (33%) (8%) (6%) (35%) 63% (T7%) (68%) (67%) (77%) (43%) (29%) (75%)
Inferred Resource - San Rafael - - - - - - - - - - - - -

Inferred Resource - Total (48%)  (53%) 1% 68% (42%) 520% | (76%) (7%) (12%) (69%) 224% (29%) (63%)
Global Resource (all categories) - Total 45% (34%) 41% 15% (27%) 247% (5%) 104% 66% 6% 403% 60% 16%

Global resource (all categories) tabulated by Haywood is for illustrative purposes and is not National Instrument 43-101 compliant.
February 2009 resource is based on a 1.15% copper cut-off grade.
December 2007 resource is based on a 1.0% copper cut-off grade.
CuEq copper price:  US$2.00/Ib
CuEq zinc price:  US$0.90/Ib
CuEq lead price:  US$0.85/lb
CuEq silver price:  US$10.50/0z
CuEq gold price:  US$650/0z

Source: Capstone Mining and Haywood Securities
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s Target Price, C$ $1.85 Shares O/S, million 1643
CapStone M ni ng Corp (CS Cur?em Price, C$ $1.26 Shares F/D, million 1822
H AY W D D D Rating: SECTOR OUTPERFORM Return, % 4% Market Capitalization, US$M $167.0
L e [arget Price: C$1.85 52-Week High / Low, C$ $4.47/$0.65 Company CEO Darren Pylot
Target Price Metric: 3.0x 2009E CFPS Daily Volume (100-day avg) 331,707 Company Web Site  www.capstonemining.com
US$M US$/ OIS Share CsM C$/0IS Share Number  Price Proceeds Expiry
Market Capitalization $167.0 $1.02 52071 $1.26 Warrants 75M  C$269 US$16.3M October 2008 - March 2010}
Current Cash $41.9 $0.25 $52.0 $0.32 Options 104M  C$252 US$21.1M March 2009 - August 2013
FID Cash Adds $37.3 $0.23 $46.3 $0.28 Warrants + Options 179M  C$259 US$37.3M
Working Capital $55.0 $0.33 $68.2 $0.41 Convertible Debenture 0.0M  Convertible at C$6.30 per share beginning March 31, 2010
Long-term Debt (834.2) ($0.21) (342.4) ($0.26) CSIUSS FX Rate: 124
Book Value $1719 $1.05 $2132 $1.30

EV = Market Capializaion - Working Capital + Long-term Debt | March 10, 2008 [SWC] - $7.23M flow-through financing (1.21M flow through shares @ $6.00 per share)
CSIUSS FXRate: 124 March 10, 2008 [SWC] - $10.0M revolving corporate credit facility (renewable 1 year term @ LIBOR + 2.25%)
March 30, 2007 [SWC] - $43 6M debenture financing ($1,000 principal @ 5.0% semi-annually; convertible @ $6.30 per share beginning March 31, 2010)|

Febray 16, 2007 [SWC] 55 0M prvte placent (84500 ovs o saes @ 530ger e

2009 2010 2011 2012 2013 2014 December 5, 2006 [SWC] - $5.65M private placement (465,000 flow-through shares @ $4.25 per share + 1.115M common shares @ $3.30 per share)

Forecast Copper Price, USS/lb $L75  $225  $250  $200  $200  $2.00 ctober 26, 2008 (SWC] - S85.0W cebfcilty (5650 prjectoanfciy -2 years atLIBOR + 2250 facy- Lyear @ LIBOR + 301)
Realized Copper Price, US$/lb $2.03 $229 $251 $2.00 $2.00 $2.00 August 25, 2006 [SWC] - $15M bought deal (4.62M special warrants at $3.25 converted into shares via short form prospectus on October 10, 2006)
Forecast Zinc Price, US$b $055  $075  $095  SL05  $090  $0.90 December 21, 2005 [CS] - $12.4M privae placement (13,049,905 unts @ $0.95 per i L unt = 1 share + 1 warrantat SL40 for 3years)
Forecast Lead Price, US$/lb $050  S070  $090  $L00  $085  $0.85
Forecast Gold Price, USS/oz $900  $850  S750 700 $650 650
Realized Gold Price, USS/oz $300  S300  $300  $343  $402 424 OIS (millions) OIS (%) ___FID (millions) ___FID (%)
Forecast Silver Price, USS/oz $1350  $1300  $1200  $1125  $1050  $1050 Passport 98 % 98 5%
Realized Silver Price, US$/oz $398  $399 397  §760  $923  $945 Front Street Capital 66 4% 66 %
CS/USS FX Rate $124  sl22  $115  SL10 S111  SLll Goodman & Company Investments 39 3 39 %
Shares OS, millons 164 206 28 248 28 28 RAB Special Situations 31 2% 31 2%
Reported Revenue (incl. def, recognition), USSM 5263 9284 119 $150  s241 %228 Management and Directors 45 3% 45 %
Gain on Derivative Instruments (hedging), USSM  §37 s $0 $0 50 $0 Total 1643 7% 1822 15%
Net Revene, US$M $281  $2713 114 SW6  $238  $25
et e, U ey e o ew G
Corporate G&A, USSM (8) (s8) 9) ) (s8) ) Forecast Copper Price, US$Ib $100  $200  $300  $400 | 143
EBITDA, USSM $135  $l46 835 $31 $46 $56 Forecast Zinc Price, US$Ib Hagood 0B N7 8125 8175|5049
EV/EBITDA 11x 10¢ 42 47x 32 26x Forecast Lead Price, US$/Ib Vodel | 5040 S070  SLOO  $130 | $048
DD&A, USSM (633) (35 (s21)  ($30) (85  (s5M) Forecast Gold Price, US$loz $650  $650  $650 650 | 970
Eamings, US$M $66 $77 ($1) ($8) (39) $1 Forecast Silver Price, US$/0z $10.50  $10.50  $1050  $1050 = $14.28
EPS, USS, $040  $037  (S000)  (50.03)  (8004)  $0.00 Corporate Adjustments, USSM ©43) | 43 (843 (43 (543 | (843)
Current Price | EPS 25x 28x - - - 286.7x Minto After-Tax Project NAV(10%), USSM 144 $31 $161  S276  $389
Target Price | EPS 37x 4.1x - - - 421.0x Cozanin After-Tax Project NAV(10%), US$M $63 85 63 $120  $17%6 $30
Cash Flow Before WIC Changes, USSM 580 $98 16 $17 538 $49 Kutcho Creek after-Tax Project NAV(10%), USSM |~ $33  ($178) 852 $223  $33 | (851)
CFPS, US$ $049  $047 006 $007  $015  $0.20 Additional Exploration Credit, US$M $44 a4 44 $44 44 $44
Current Price | CFPS 21x 22 W5 163 T4 5.7x Corporate NAV, US$M $240  (8141)  s217  $620  $959 74
Target Price / CFPS 3.0x 32 257« 240 109 84x Corporate Adjustments, C8  FID share ($020)  (5020) (0.20)  (5020)  ($020) | (80.20)
Copper Price CFPS Sensitivity, US$ $007  $007  $005  $005  $005  $005 Minto After-Tax Project NAV(10%), C$ / FID share | $0.67  $014  $0.75  $129  $181 | $0.44
Zine Price CFPS Sensitivity, USS$ $000  $000 000  S002  $002  $002 Cozamin After-Tax Project NAV(10%), CS / FIDshare | $0.29 | $0.02  $029  $056  $082 | $014
Gold Price CFPS Sensitivity, USS $000  $000 000 $000  $000  $0.00 Kulcho Creek AfterTax Poject NAV(10%), CS /FiDshare | $015  (60.83)  $024  $104  $183 | (50.24)
CAPEX, USSM 610)  (83) (199 (6l (12 (81 Additional Exploration Credt, C$ /D share $021  $021 021 $021  $021  s021
Proceeds from Equiy Financing, USSM $0 $125 50 50 0 $0 Corporate NAV, C$  FID share SL12  (5066)  SL20  $280  $447  S035
Proceeds from Debt Financing, USSM $41 $125 $0 $0 $0 $0 Current Price / Corporate NAV 11x = 1.0x 0.4x 0.3x 3.6x
Debt Repaymen, USSM 67) @3 (s4)  (625) (825  (s29) Target Price | Corporate NAV 17x - 14x 06x 0.4 5.4x
Free Cash Flow, USSM $38 $219  (8229)  (s20) (s0) $13 2009E CFPS, US$ $049  $023  s062 099  $137 | $040
FCPS, US$ $023  $135  (50.92)  (S0.09)  ($0.00)  S0.05 2010E CFPS, US$ $047  $012 039 S065  $092  $0.23

Copper prce CFPS sensiiy is based on a US$0.2511bchange n forecast copper price Vodel shares FID (il fnanced):  266M

Zinc price CFPS sensitivity is based on a US$0.10/lb change i forecast zinc price. CSIUSSFX Rate: 124

Gold price CFPS sensilviy is based on a USS50/oz change in forecast gold pice.

Corporate Metal Inventory - Model Mineable, Re:

Minto Production Profile (100% owned) Tonnes  CuGrade CuEqGrade Copper  CuEq EVibCuEq
2009 2010 2011 2012 2013 RLOM ©00s) (%) (%) (Mib)  (MIb)  (USS/lb)
Ore Tonnes Milled, millions 12 12 12 13 13 88 Minto Model Mineable (100%) 7970 19% 22% 327 392 -
Ore Tonnes Milled, tonnes per day 3200 3200 3200 3500 3500 | 3,00 Minto Model Payable (100%) - - - 304 353
Strip Ratio 7.8 30 253 130 7.1 67 Cozamin Model Mineable (100%) 2712 2.4% 3.7% 145 223
Copper Grade Milled, % 3.0% 2.4% 15% 17% 16% 17% Cozamin Model Payable (100%) - - - % 133
Gold Grade Milled, g/t 12 08 06 07 06 06 Kutcho Creek Model Mineable (100%) 10708 173%  3.11% 409 735
Copper Recovery, % 94% 94% 94% 92% 92% 93% Kutcho Creek Model Payable (100%) - - - 331 672 -
Gold Recovery, % 80% 80% 80% 69% 69% 3% Total Model Mineable (100%) 2130  187%  2.86% 881 1350  $0.108
Payable Copper Production, Mib 70 56 35 2 39 304 Total Model Payable (100%) - - - 733 1158 $0.126
Payable Gold Production, ounces 000's 3 % 16 18 7 132 Minto Proven and Probable Reserve (100%) 9129 193%  234% 389 471 -
Operating Cost, US$ftonne milled $45 $40 $40 $40 $40 $35 Cozamin Proven and Probable Reserve (100%) 3725 237%  37% 195 305
Copper Cash Cost (on-site, net of credits), US$b ~ $050  $0.65  S115  $110  $115  $0.85 Kutcho Creek Proven and Probable Reserve (100%) - - - - - -
Total Copper Cash Cost (net of credits) USS/lb _ $0.85  $1.00  $155  $145  $155  $120 Total Proven and Probable Reserve (100%) 12854 206%  2.74% 583 777 $0188
Minto Measured & Indicated Resource (100%) 10151 097%  113% 216 253 -
Cozamin Production Profile (100% owned) Cozamin Measured & Indicated Resource (100%) 5568 166%  2.72% 204 333
2009 2010 2011 2012 2013 RLOM Kutcho Creek Measured & Indicated Resource (100%) 10415 2.14%  3.85% 491 883
Ore Tonnes Milled, millions 10 11 0.2 - - 23 Total Measured & Indicated Resource (100%) 26,134 1.58% 2.55% 912 1470
Ore Tonnes Miled, tonnes per day 2700 3,000 400 - - 2,000 Minto Inferred Resource (100%) 15070 088%  102% 293 340
Copper Grade Milled, % 2.1% 2.6% 2.9% - - 2.4% Cozamin Inferred Resource (100%) 1656 158%  240% 58 88
Zinc Grade Milled, % 12% 11% 1.1% - - 11% Kutcho Creek Inferred Resource (100%) 1803 209%  389% 87 162
Copper Recovery, % 86% 86% 86% - - 86% Total Inferred Resource (100%) 18619  107%  144% 439 590
Zinc Recovery, % 45% 45% 45% - - 45% Minto Reserve and Resource (100%) 34350  L19%  141% 899 1,065
Payable Copper Production, Mib 38 51 9 - - 9% Cozamin Reserve and Resource (100%) 10949 189%  301% 457 726
Payable Zinc Production, Mib 10 10 1 - - 21 Kutcho Creek Reserve and Resource (100%) 12308 213%  385% 579 1,045 -
Operating Cost, US$ftonne milled $45 $45 $90 - - $50 Total Reserve and Resource (100%) 57607 150  223% 1034 2836  $0.052
Copper Cash Cost (on-site, net of credits), US$lb ~ $0.70  $0.55  SL75 - - $0.70 Measured & indicated resource is addional to proven and probable reserve.
Total Copper Cash Cost (net of credits), US$/lb__ $1.20  $1.05 _ $2.20 - - $120

timate Summary (Reuter

Kutcho Creek Production Profile (100% owned) Analysts _ Mean EPS High / Low oo cors Mean CFPS High / Low reyrocivs cors
RLOM 2010 2011 2012 2013 2014 2009 Consensus Estimate 7 US$024 wsownssorc 168% | US$044 wsusiivsos  111%
Ore Tonnes Milled, millions 10.7 - - 05 15 15 2010 Consensus Estimate 7 US$0.27 _ ussosi 138% | US$0.50 uswssiuswx 950
Ore Tonnes Milled, tonnes per day 3,600 - - 1300 4000 4000 Analysts SO Rating SP RatingSU Rating |Mean Target High / Low revosa = cor
Strip Ratio 50 - - 103 59 58 Consensus Valuation 8 7 1 - US$2.15  useessiussiss 6%
Copper Grade Milled, % 17% - - 18% 18% 18%
Zinc Grade Milled, % 2.3% - - 28% 27%  25%
Copper Recovery, % 84% - - 84% 84% 8% Price__ Corp NAV Price | NAV. 2009 CFPS Price | CEPS 2010 CFPS Price/ CFPS|
Zinc Recovery, % 4% - - 4% 4% 74% Capstone Mining Corp. (CS-T) C$126  US$090 | 1ix  USS049 | 21x  USS047 | 22X
Payable Copper Production, Mib 331 - - 16 4 a7 Anvil Mining Ltd. (AVM-T) CSL70  US$B59  02x  USS015  9dx  USSO60 | 23x
Payable Zinc Production, Mib 48 - - 19 54 50 Chariot Resources Ltd. (CHD-T) ~ C$0.15  US$027 = 04x  (US$0.02) -  (US$0.03)
Operating Cost, C$ftonne milled $60 - - $70 360 360 First Quantum Minerals Ltd, (FM-T)  C$3L56  US$2145 | 12x  US$310  82x  USS625  4lx
Copper Cash Cost (on-site, net of credits), US$/lb | $0.50 - - $035  $035 8045 Frontera Copper Corp. (FCC-T) €074 US$L75 | 03x  USS005 = 119x  US$0.18 | 33
Total Copper Cash Cost (net of credits), US$/lb__ $1.45 - - $140  $140 8140 Inca Pacific Resources Inc. (IPR) ~ C$0.17  US$0.19 | 07x  US$001 = 17.0x  (USS0.04) -
Lundin Mining Corp. (LUN-T) €084  US$601 | Oax  (US$010) - US$060  1ix
Corporate Production Profile (total) Nevsun Resources Lid. (NSU-T) ~ C$150  US$1.98 = 06x  (US$0.02) -  (US$0.04)
2009 2010 2011 2012 2013 RLOM Terane Metals Com. (TRX-V) C$020  US$020  08x  (US$001) - (US$0.05)
Payable Copper Production, Mib 108 108 44 58 86 733 | Peer-Group Average (producers) 0.6x 49 26x
Total Copper Cash Cost (net of credits), USS/lb_ $0.95  $1.05  $165  $145  $145 = $130 Peer-Group Average (all) 0.6x 97x 26x

2009E C$/USS FX Rate: 124
2010E C$IUSS FX Rate: 122

2000 2010 2011 2012 2013 _ RLOM
Forward Copper Sales, Mb 43054 34412 28219 2646 194 110 Stefan loannou, Ph.D. - Mining Analyst Danny Ochoa, P.Eng. - Research Associate
Forviard Copper Sales Price, USS/Ib $262  $237 251  S322  $312 | S254 com 4165072309 dochoa@haywood.com  416-507-2703
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Distribution
This report is not for distribution to non-institutional US clients.
Analyst Certification

I, Stefan loannou, hereby certify that the views expressed in this report (which includes the rating assigned to the issuer’s
shares as well as the analytical substance and tone of the report) accurately reflect my/our personal views about the
subject securities and the issuer. No part of my/our compensation was, is, or will be directly or indirectly related to the
specific recommendations.

Important Disclosures

This report is prepared by Haywood Securities Inc. for use by Haywood Securities Inc., Haywood Securities (USA) Inc.
and Haywood Securities (UK) Limited and their clients. Haywood Securities Inc. is a Canadian registered broker-dealer
and a member of the Investment Industry Regulatory Organization of Canada, the Toronto Stock Exchange, the Toronto
Venture Exchange and the Canadian Investor Protection Fund. Haywood Securities (USA) Inc. is a wholly owned
subsidiary of Haywood Securities Inc., registered with the U.S. Securities and Exchange Commission, and is a member of
FINRA and the Securities Investor Protection Corporation (SIPC).

Haywood Securities, Inc., and Haywood Securities (USA) Inc. do have officers in common however, none of those
common officers affect or control the ratings given a specific issuer or which issuer will be the subject of Research
coverage. In addition, the firm does maintain and enforce written policies and procedures reasonably designed to prevent
influence on the activities of affiliated analysts.

Haywood analysts are salaried employees who may receive a performance bonus that may be derived, in part, from
corporate finance income.

Of the companies included in the report the following Important Disclosures apply:

Ticker Company 1 2 3 4 5 6 7 8

TSX:AVM | Anvil Mining Limited X

TSX:CS Capstone Mining Corp. X | X X

TSX:CHD Chariot Resources Limited X

TSX:FM First Quantum Minerals Ltd. X

TSX:FCC Frontera Copper Corp. X

TSXV:IPR Inca Pacific Resources Inc. X | X

TSX:LUN Lundin Mining Corp. X X X

TSX:NSU Nevsun Resources Ltd. X

TSXV:TRX | Terrane Metals Corp. X

1 The Analyst(s) preparing this report (or a member of the Analysts’ households) have a financial
interest in this company.

9 As of the end of the month immediately preceding this publication either Haywood Securities, Inc.,
its officers or directors beneficially owned 1% or more of this company.

3 Haywood Securities, Inc. has reviewed lead projects of this company and a portion of the expenses
for this travel have been reimbursed by the issuer.

4 Haywood Securities Inc. or an Affiliate has managed or co-managed a public offering of securities
for this company in the past 12 months.

Haywood Securities, Inc. or an Affiliate has received compensation for investment banking services
from this company in the past 12 months

6 Haywood Securities, Inc. or an Affiliate has received compensation for investment banking services
from this company in the past 24 months

7 | Haywood Securities, Inc. is restricted on this company at the time of publication

8 Haywood Securities, Inc. or an Affiliate expects to receive or intends to seek compensation for
investment banking services from this company in the next three months
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Other material conflict of interest of the research analyst of which the research analyst or member knows or has reason to
know at the time of publication or at the time of public appearance:
e Haywood pro group holdings exceeds 10% of the issued and outstanding shares of Capstone Mining (CS-T).

Rating Structure

Each company within analyst’s universe, or group of companies covered, is assigned a rating to represent how the
analyst feels the stock will perform in comparison with the other companies, in that specific sector, over the upcoming 12
month period.

SECTOR OUTPERFORM - Haywood’s top rating category. The analyst believes that the security will outperform its
sector. Furthermore, the shares are forecast to provide attractive returns measured against alternative investments when
considering risk profiles. The rating carries a minimum total return threshold of 15% for equities and 12% for trusts. The
rating applies to companies that have tangible underlying assets that give a measure of support to the market valuation.
The rating category considers both the absolute and relative values in assigning the highest rating on the security.

SECTOR PERFORM - The analyst believes that the security will trade with tight correlation to its underlying sector.
Furthermore, the target price (together with any anticipated distributions) is at or above the market price, and forecast
risk-adjusted returns are attractive relative to alternative investments.

SECTOR UNDERPERFORM - Investors are advised to sell the security or hold alternative securities within the sector.
Stocks in this category are expected to underperform relative to their sector. The category also represents stocks with
unattractive forecast returns relative to alternative investments.

The above ratings are determined by the analyst at the time of publication. On occasion, total returns may fall outside of
the ranges due to market price movements and/or short term volatility. At the discretion of Haywood’s Management, these
deviations may be permitted after careful consideration

Other Ratings

TENDER - The analyst is recommending that investors tender to a specific offering for the company’s stock.

RESEARCH COMMENT - An analyst comment about an issuer event that does not include a rating or
recommendation.

UNDER REVIEW - Placing a stock Under Review does not revise the current rating or recommendation of the analyst.
A stock will be placed Under Review when the relevant company has a significant material event with further information
pending or to be announced. An analyst will place a stock Under Review while he/she awaits sufficient information to re-
evaluation the company’s financial situation.

COVERAGE DROPPED - Haywood Securities will no longer cover the issuer. Haywood will provide notice to clients
whenever coverage of an issuer is discontinued.

* Haywood’s current rating structure (outlined above) does not correlate to the 3-tiered BUY, HOLD, SELL structure
required by FINRA. Our ratings of Sector Outperform, Sector Perform and Sector Underperform most closely correspond
to Buy, Hold/Neutral and Sell respectively however, as described above, our assigned ratings take into account the
relevant sector.

Rating Distribution September 15, 2008 - December 15, 2008

Investment Banking Services Provided
within the past 12 months as of December 15, 2008
100% -
. Buy 85%
80% +—
| Hold
60% -
O Sell 40% 1
O Tender 20% 1— 8% 8%
0% 0% 0%
0% : : : - :
m Coverage Dropped Buy Hold Sell Tender ur Coverage
Dropped
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Haywood's focus is to search for undervalued companies which analysts believe may achieve attractive risk-adjusted
returns. This research coverage on potentially undervalued companies may result in an outweighed percentage of
companies rated as Sector Outperform. Management regularly reviews rating and targets in all sectors to ensure fairness
and accuracy.

For further information on Haywood Securities’ research dissemination policies, please visit:
http://www.haywood.com/research dissemination.asp

Risk Profile Parameters

SPECULATIVE: - Investment for risk accounts only. Companies within this category carry greater financial and/or
execution risk. All junior/venture companies that carry great financial and/or liquidity risk will be tagged
“SPECULATIVE”. A stock indicating a SPECULATIVE risk is determined from sector specific criteria outlined below
listed below.

Risk Profile Parameters — Mining and Minerals Sector

Forecast Risk: High — Haywood forecasts are below guidance. The Company has a history of missing targets and/or
Haywood expects guidance to be lowered. Limited hedging increases commodity leverage. Forecasts reflect higher
commodity prices or production relative to guidance. Moderate — Haywood forecasts are generally in line with guidance.
The Company has a history of meeting or exceeding guidance. Forecasts are consistent with current commodity pricing
and production guidance. Hedging is in line with peers. Low — Haywood forecasts exceed guidance. The Company has a
history of meeting or exceeding guidance. Forecasts allow for modestly lower commodity pricing or production levels.
Commodity hedging lowers volatility relative to peers.

Financial Risk: High — The business plan is not fully funded, but requires debt and/or equity financing. The exploration
program is funded for two years or less. This categorization does not predict whether the additional funds will be raised.
Moderate — The development plan is fully funded, with the exploration program funded for three years or more. The
Company’s debt is rated below investment grade. Low — The Company is fully funded. Its debt is rated investment grade
and/or the Company has a history of profitability or dividend payments in each of the last three years.

Valuation Risk: High — The current valuation is at the high end of historic levels and/or at a premium to peers. The
valuation reflects considerable exploration success and/or commodity appreciation. Where applicable, the current
capitalization exceeds the DCF evaluation by more than 50%. Moderate — The current valuation is within historic ranges
and generally consistent with peers. The valuation reflects reasonable exploration success and/or commodity appreciation.
Where applicable, the current capitalization exceeds the DCF valuation by 15% to 50%. Low — The current valuation is at
the low end of historic ranges and at a discount to peer valuations. The valuation reflects limited new exploration success
and no commodity appreciation. Where applicable, the current capitalization exceeds the DCF valuation by less than 15%
or falls below the current market value.

Political Risk: High — Currently no industry activity or infrastructure exists. Government opposition is significant.
Obtaining permits is challenging. Moderate — Industry activity or infrastructure is minimal. Government at national,
regional, and local levels is indifferent. Obtaining permits is relatively straightforward. Low — Industry activity and
infrastructure exist. Government is supportive. Obtaining permits is facilitated.

Disclaimers

Estimates and projections contained herein, whether or not our own, are based on assumptions that we believe to be
reasonable. The information presented, while obtained from sources we believe reliable, is checked but not guaranteed
against errors or omissions.

Haywood Securities Inc., its subsidiaries and their respective officers, directors, and employees may hold positions in the
securities mentioned and may purchase and/or sell them from time to time.

Haywood Securities, or certain of its affiliated companies, may from time to time receive a portion of commissions or
other fees derived from the trading or financings conducted by other affiliated companies in the covered security.
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This report is neither a solicitation for the purchase of securities nor an offer of securities. Our ratings are intended only
for clients of Haywood Securities Inc. Haywood Securities (USA) Inc., and those of Haywood Securities (UK) Limited
and such clients are cautioned to consult the respective firm prior to purchasing or selling any security recommended or
views contained in this report. Haywood Securities (UK) Limited (“HSUK?”) is a wholly owned subsidiary of Haywood
Securities Inc. authorized and regulated in the UK by the Financial Services Authority as a stock broker and investment
adviser and is a member of the London Stock Exchange.

This report has been approved by HSUK for the purposes of section 21 of the UK’s Financial Services and Markets Act
2000.1f you wish to contact HSUK please email D. Kim Gorius at kgorius@haywood.com.

If you are a UK resident private customer your attention is drawn to the risk warnings set out below:

Haywood Securities Inc or its subsidiaries or respective officers, directors or employees have or may have a material
interest in the securities to which this report relates.

Past performance should not be seen as an indication of future performance. The investments to which this report relates
can fluctuate in value and accordingly you are not certain to make a profit on any investment: you could make a loss.

Changes in the rates of exchange between currencies may cause the value of your investment to fluctuate.

If you are a UK resident private customer and you propose to do business with Haywood Securities Inc, please take note
of the following:

Any investment services undertaken on your behalf by Haywood Securities Inc are not covered by the rules and
regulations made for the protection of private investors in the UK. This means that you will not have the benefit of rights
designed to protect investors under the Financial Services and Markets Act 2000 and under the rules of the Financial
Services Authority (“FSA”).In particular, you will not benefit from the following UK protections:

(a) the right to claim through the UK’s Financial Services Compensation Scheme for losses resulting in the unlikely event
of our default;

(b) in the event of a dispute, access to the UK’s Financial Ombudsman Service;

(c) protection of money held on your behalf under the FSA’s Client Money Rules.
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