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All values in C$ unless otherwise noted. Addl’esses Debt Management _ 4_Year Term
Current Price $0.34

Target Price (12-Month) soss | Loan for US$30mm Cushions Balance Sheet
Target Return 32%
e Secures US$30mm 4-yr term loan to repay 15% notes due Sept/09.

———SS——————— As expected (albeit sooner), FAN addresses short-term debt overhang by
Changes securing longer-term facility with a marked drop in borrowing costs.

Old New
Recommendation Buy Unchanged o De-risked balance sheet improves visibility on production re-rating.
Target $0.45 Unchanged Debt reduction helps ensure FAN navigates ramp-up at G-9; full re-rating
CFPS 2009E US$0.01 Unchanged and takeout optionality to come w/ demonstrable increase in met results.
CFPS 2010E US$0.07 Unchanged
CormO;myPrcﬁile— o Recent re-rating of emerging producers bodes well for FAN shares.

With the peers trading at ~5.2x CF and 4.0x EV/EBITDA for FY10 vs.

Farallon Resources is a Canadian-listed FAN at 4.1x and 2.3, there is still substantial scope for valuation bump.

mineral development company that owns o . .
100% of the Campo Morado zinc-rich ¢ Maintain Buy rating and $0.45 target price.
volcanogenic massive sulphide (VMS) mine Target ascribes an equal weighting to 0.85x our NAV est. of $0.60/sh

in Mexico. (unchanged) and 5.0x our FY10 CFPS est. of US$0.07 (unchanged).
www.farallonresources.com

| C____________________________________________________________________________]
Price Chart Financial Summary
$0.90 7 r 10,000 Shares Out (mm) 4053 52\Week Range $0.10-$0.84
$0.80 1 L 9,000 Market Cap (mm) $135.8 Avg Weekly Volume 5,045,725
Shares, FD (mm) 4222 Fiscal Year End Dec-31
$0.70 4 - 8,000 Working Capital (mm) ~ $21.4 NAV/Share, FD $0.60
L 7000 Enterprise Value (nm) $115.6 PINAV 0.6x
$0.80 1 6.000 Key Properties: Status:
. $0.50 ' g Campo Morado, Mexico (100%) Annual Zn production - payable (000 Ibs) 75,094
% + 5,000 % Polymetallic zinc-rich VMS deposit ~ Annual Au production - payable (0z) 9,702
g $040r--7- I 11 % Tota Cash Costs (US$/Ib, after credits) (1) 0.22
= Tota Cash Costs (US$/Ib, after credits) (2) 0.31
Key Management: Key Shareholders:
Dick Whittington President and CEO Management (5%)
Greg McCum Chief Financial Officer
Ronald Thiessen Chairman and Director

(1) Life of mine average - includes amottization of pre-sold silver.
(2) Life of mine average - includes Ag atUS$3.90/0z

Source: WWCM Estimates, Company Reports
Source: Thomson ONE

Please see disclaimers on the last two pages of this report.
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Appendix: Summary Cash Flow Statement

Zn Price (calendar)
Zn Price (fiscal)
USS$IC$ (fiscal)

Payable Zn sales
Total cash costs (1)
Total cash costs (2)

Net Income
Depreciation

Amort. of Ag sales
Deferred income tax
Other

Operating cash flow

EPS, f.d.
CFPS, f.d.

Basic shares out
F.d. shares out

Units FY08A FY09E FYI0E  FY11E
US$/lb 0.86 0.55 0.65 0.80
US$/lb 117 0.55 0.65 0.80
US$IC$ 0.94 0.85 0.85 0.85
mm Ibs na 96.3 1041 1065
US$/lb na 0.33 0.11 0.05
US$/ib na 043 0.22 0.14
US$, mm (41.1) (11.0) 23.9 415
US$, mm 0.0 233 183 181
US$, mm 0.0 (9.0) 112)  (10.1)
US$, mm 0.0 0.0 0.0 0.0
US$, mm 2.0 1.0 0.0 0.0
US$, mm (39.0) 44 31.0 496
US$/sh (0.12) (0.03) 0.06 0.10
US$/sh (0.12) 0.01 0.07 0.12
327.7 4053 4202 4202

329.7 4073 4222 422

(1) Total cash costs, net of by-product credits & amortization of pre-sold silver
(1) Total cash costs, net of by-product credits with Ag at US$3.90/0z

Source: Company Reports, WWCM Estimates
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Disclaimers

The particulars contained herein were obtained from sources that we believe to be
reliable, but are not guaranteed by us and may be incomplete or inaccurate. The
opinions expressed are based upon our analysis and interpretation of these
particulars and are not to be construed as a solicitation of offer to buy or sell the
securities mentioned herein. Wellington West Capital Markets Inc. (“WWCM”)
may act as financial advisor, fiscal agent or underwriter for certain of the
companies mentioned herein, and may receive remuneration for its services.
WWCM and/or its principals, officers, directors, representatives, and associates
may have a position in the securities mentioned herein and may make purchases
and/or sales of these securities from time to time in the open market or otherwise.
This report may not be reproduced in whole or in part, or further distributed or
published or referred to in any manner whatsoever nor may the information,
opinions or conclusions contained herein be referred to without in each case the
prior written consent of WWCM.

U.S. Institutions may conduct business through our affiliate Wellington West
Capital Markets (USA) Inc. Wellington West Capital Markets (USA) Inc. accepts
the contents of this research report, however, the company that prepared this report
may not be subject to U.S. rules regarding the preparation of research reports and
the independence of research analysts.

This report will be forwarded to our affiliate Wellington West Capital Inc.
(“WWCI”). Subject to WWCI management review and approval, this report may
be distributed to clients of WWCI. WWCI and WWCM are members of the
Canadian Investor Protection Fund (“CIPF”).

Wellington West Capital Markets Stock Rating System

The rating system is based on the stock’s expected absolute total return over the
next 12 months. Generally, Strong Buy rating is expected to produce a total
return of 25% or more, Buy a total return of 10% to 25%, Market Perform a total
return of 0% to 10% and Underperform a negative total return. Speculative Buy
rating is expected to produce a total return of 25% or more, but is based on
factors and forecasts that have high degrees of uncertainty. The distribution of
the recommendations for the last three-month period and their relationship with
investment banking business are available on request by emailing to
compliance@wwcm.com.

Analyst Compensation

Research analysts receive compensation based on a number of factors as
determined by WWCM’s management. Compensation is affected by all of the
firm’s business activities, including revenue generated from capital markets and
investment banking. No part of the compensation of the analyst who authored
this report is based on the specific recommendation or views expressed in this
report.

Analyst Trading
WWCM permits analysts to own and trade in the securities and/or derivatives of
those companies under their coverage, subject to the following restrictions: no
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trades can be executed in anticipation of the initiation of coverage; no trades can
be executed for five days after dissemination of launching coverage or a material
change in recommendation; and no trades can be executed against an analyst’s
recommendation. Exceptions require prior approval of the Head of Research and
can only be executed for a reason unrelated to the outlook of the stock.

Dissemination of Research
WWCM endeavors to make all reasonable efforts to provide research,
simultaneously and electronically to all eligible clients and potential clients.

Company Name Ticker Symbol Applicable Disclosure
Farallon Resources FAN-T 2,11

Applicable Disclosure Details

1) Inthe last 12 months, WWCM, or its affiliates, have managed or co-managed
an offering of securities by the subject issuer.

2) In the last 12 months, WWCM, or its affiliates, have received compensation
for investment banking and related services from the subject issuer.

3) The research analyst or a member of the research analyst’s household, or any
associate or individual preparing the report, has a long position in the shares
and/or the options of the subject issuer.

4) The research analyst or a member of the research’s household, or any
associate or individual preparing the report, has a short position in the shares
and/or the options of the subject issuer.

5) WWCM or its affiliates is a market maker, or is associated with the specialist
that makes a market in the securities of the subject issuer.

6) WWCM or its affiliates own more than 1% of any class of common equity of
the subject issuer.

7) WWCM has a conflict of interest with the subject issuer.
8) The research analyst(s) has a conflict of interest with the subject issuer.

9) Over the last 12 months, the research analyst has received compensation based
on a specific investment banking transaction relative to the subject issuer.

10) The research analyst or a member of the research analyst’s household serves as
a Director or Officer or Advisory Board Member of the subject issuer.

11) The research analyst(s) has viewed Campo Morado in May 2006.
12) A portion of the travel expenses of the analyst were paid or reimbursed by
the issuer.

Analyst Certification

Each analyst of WWCM whose name appears in this research report hereby
certifies that (i) the recommendations and opinions expressed in the research
report accurately reflect the research analyst’s personal views about any and all
of the securities or issuers discussed herein that are within the analyst’s coverage
universe and (ii) no part of the research analyst’s compensation was, is, or will
be, directly or indirectly related to the provision of specific recommendations or
views expressed by the research analyst in the research report.
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