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What's changed Old New

Rating n/a BUY

Target (A$) $2.46

Gold Production 2016 (koz) 173.96  173.96   

Gold Production 2017E (koz) 282.25  282.25   

Gold Production 2018E (koz) 392.30  392.30   

Share Data

Share o/s (m, basic) 304.7     

52-week high/low (A$)

52-week average daily volume (shares) n/a

Market cap (A$m)

EV (A$m)

End Qtr Net debt (A$m)

Projected return

NAV0%/share

NAV8%/share

P/NAV0%

P/NAV8%

Financial Data

YE June 30 FY17E FY18E FY19E

Gold production (koz) 282.25       392.30  434.31   

AISC(A$/oz) $1,238 $1,214 $1,191

Capex (A$m) -$91 -$108 -$36

Free cashflow (A$m) -$15.6 $19.6 $127.4

EPS $0.26 $0.37 $0.44

FCFPS -$0.05 $0.06 $0.42

P/E 6.6             4.7        3.9         

P/FCF 33.6-           26.7      4.1         

EV/EBITDA 3.0             2.0        1.7         
Al l  figures  in A$ . 

$2.46

0.51

0.70

43%

1.72/1.72

$524.08

$439.18

-$84.91

$3.37

Initiating Coverage: MLX’s gold division lists as Westgold on ASX 

Shareholders vote to spin gold assets out of MLX  

On 24th November MLX shareholders voted on a capital reduction of MLX and 

a 1 for 2 in-specie distribution of the company’s gold assets into Westgold 

Resources Ltd (ASX:WGX). WGX commenced trading on the ASX on 6th 

December.  Current MLX Managing Director, Peter Cook will become MD of 

Westgold and step down from the MLX board. Current Executive Director, 

Warren Hallam will become NED of WGX. 

WGX now a pure play gold business  

We have been promoting the benefits of a likely split of the gold and base 

metals businesses within Metals X (MLX) for some time now. Prior to the 

demerger announcement MLX was trading at just 0.69x NAV compared to 

many peers in the gold sector who are trading at a premium to NAV. WGX’s 

pure gold business is now expected to attract interest from gold focussed 

investors that were previously uninterested in MLX’s diversified portfolio.  

Gold production rates and costs improving in FY17 

Last quarter MLX’s gold division (WGX’s current assets) achieved attributable 

production of ~62,500oz at much improved AISC of A$1,192/oz despite the 

transition and continued ramp up of various operations.  WGX’s management 

team has a strong track record of turning unloved assets into performers and 

we expect this to continue. 

Balance sheet to support growth projects at a time of improved pricing 

WGX has a strong growth profile that looks set to position it as a leading ASX 

gold producer. Annual gold production is forecast in excess of 400kozpa from 

2018 making WGX a top 5 Australian gold producer. WGX’s balance sheet is 

strong. We estimate WGX will hold cash of circa A$85m at the end of 

December. WGX has a gold loan of 16koz (US$20m) paying back at 3,750oz per 

quarter to September 2017.  WGX has circa 1563koz of gold hedged at 

A$1,648/oz to 30 June 2018 providing gold price protection during its growth 

phase. 

Initiate with a BUY rating and price target of A$2.46/share 

Our SOTP valuation based price target consists of risked NAV valuations of the 

five gold operations, a corporate DCF that includes the gold loan, as well as 

exploration and cash. We assume a long term gold price of A$1,730/oz and a 

growth profile from the current rate of ~250kozpa to >400kozpa in 2018. 

Our SOTP valuation as well as sector peer analysis indicates WGX is currently 

undervalued, as a consequence we initiate with a BUY rating. 
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Investment case 

WGX looks undervalued by the market currently. Based on our SOTP valuation, that includes 

combined NPV valuations, we value the company at A$749m or $2.46/share. Our peer analysis also 

demonstrates WGX is undervalued relative to peers. A summary of our valuation is shown in the 

following table.  

Figure 1. WGX sum of the parts valuation (A$m) 

 

Source: Somers & Partners 

We have been promoting the benefits of a likely split of the gold and base metals businesses within 

Metals X (MLX) for some time now. On 24th November MLX shareholders voted on a capital 

reduction of MLX and a 1 for 2 in-specie distribution of the company’s gold assets into Westgold 

Resources Ltd (ASX:WGX). Prior to the demerger announcement MLX was trading at just 0.69x NAV 

compared to many peers in the gold sector who are trading at a premium to NAV. WGX’s pure gold 

business is now expected to attract interest from gold focussed investors that were previously 

uninterested in the diversified portfolio within MLX. 

WGX has a strong growth profile that looks set to position it as a leading ASX gold producer. Annual 

gold production is forecast in excess of 400kozpa from 2018 making WGX a top 5 Australian gold 

producer. WGX has consolidated four gold projects in Western Australia through sensible low cost 

acquisitions. Management has then used strong technical knowhow to improve these operations 

and become a significant gold miner in the space of 4 years.  

Figure 2. WGX Annual gold production (LHS) and cumulative cash generation (RHS) 

  

Source: Somers & partners 

Asset  Discount rate 
 Unrisked NAV 

(A$m) 
 NAV "X" Factor 

 NAV Target 

(A$m) 

 Target Price 

(A$) 

Murchison 8% $221.4 $1.0 $221.4 $0.73

Higginsville 8% $204.0 $1.0 $204.0 $0.67

South Kal 8% $131.5 $0.9 $118.3 $0.39

Fortnum 8% $125.2 $0.9 $112.6 $0.37

Rover 8% $91.4 $0.5 $45.7 $0.15

Exploration Upside n.a $15.0 $1.0 $15.0 $0.05

Cash (est. qtr end) n.a $84.9 $1.0 $84.9 $0.28

Corporate (incl.gold loan ) 10% -$53.1 $1.0 -$53.1 -$0.17

Total NAV $820.31 $748.94 $2.46

We value the company at 
A$749m or 246c/share 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prior to the demerger 
announcement MLX was 
trading at just 0.69x NAV 
 
 
 
 
 
 
Gold production is 
forecast in excess of 
400kozpa from 2018 
making WGX a top 5 
Australian gold producer 
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WGX’s 16moz resource base is the third largest in Australia and is significantly larger than Northern 

Star (9.25Moz), OceanaGold (13.9Moz), Regis (8.6Moz) and Saracen (8.4Moz). MLX has five gold 

projects that host gold reserves of 2.9Moz.  

WGX’s balance sheet is strong. We estimate WGX will hold cash of circa A$85m at the end of 

December. WGX has a gold loan of 16koz (US$20m) paying back at 3,750oz per quarter to 

September 2017.  WGX has circa 1563koz of gold hedged at A$1,648/oz to 30 June 2018. 

Last quarter MLX’s gold division (WGX’s current assets) achieved attributable production of 

~62,500oz at much improved AISC of A$1,192/oz despite the transition and continued ramp up of 

various operations. 

The ramp up of the Central Murchison looks set to be a game changer. WGX is in a very strong 

position to unlock the full potential of the assets through consolidation of the entire project rather 

than individual parts, as was historically the case here. The ability to operate from several mining 

sources will diversify technical risk and achieve the desired blend for the Bluebird Plant. We expect 

a re-rating once production is fully ramped up, AISC subsequently fall and goals are achieved this 

financial year.  

Fortnum is strategically a good fit with WGX’s Central Murchison Gold camp. The project comes 

with a 1mtpa gravity CIL plant and all associated infrastructure and a 2moz resource @ 1.7g/t with 

the bulk being open-pitable. The largely oxide material allows for lower than average mining and 

processing costs. Ground water is fresh and the ore is expected to process at rapid and high 

recoveries. We expect this project to add to WGX’s growing production profile in FY17. 

Higginsville struggled with lower than expected head grades through FY16 as the Trident 

underground mine comes to the end of its life and high grade ore has been reduced. In FY17 the 

operation will transition to Mt Henry. Mt Henry ore was delivered to the plant last quarter and 

looks set to dominate production at the Higginsville gold operation to at least 2026. The project 

looks viable given there is no requirement to build a standalone plant now. The three different 

styles of mineralisation at Mt Henry allow for flexibility and blending. We assume WGX will mine 

lower tonnes but higher grades from the project (than the existing resource). We also assume the 

Higginsville plant is modified to manage a finer grind requirement for Mt Henry ore in CY18. 

South Kal is still in the process of transitioning to virgin ore positions. We expect improved 

production performance in 2HFY17 as a result of this. 

WGX has a growth profile in gold that is substantially larger than most peers. WGX’s management 

team has a strong track record of turning unloved assets into performers and we expect this to 

continue. Our peer analysis and financial modelling both indicate significant upside on the current 

market valuation, hence we initiate with a BUY recommendation. 

  

WGX’s 16moz resource 
base is the third largest 
in Australia 

WGX’s balance sheet is 
strong 

The ramp up of the 
Central Murchison 
looks set to be a game 
changer 

In FY17 the operation 
will transition to Mt 
Henry changer 

WGX has a growth 
profile in gold that is 
substantially larger 
than most peers 
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SWOT analysis 

Strengths 

 Established profitable miner 

 Strong organic growth pipeline to >400kozpa 

 Fully focussed on gold 

 Strong senior management and balance sheet 

 Australian dollar production 

 Undervalued 

Weaknesses 

 Minimal underground reserve at SKO 

 Recent high AISC through transitional FY16 

Threats 

 Recent gold price volatility 

 Development risk at FGP & CMGP 

 Mine & capex sequencing at CMGP 

Opportunities 

 Strong future cash flow to support growth 

 Exploration upside 

 Future M&A from strategic ground position and 
balance sheet 
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Valuation  

Higginsville Gold Mine (HGO) 

We have modelled the Higginsville operation to ramp up production to 1.6mtpa of ore in FY17.  

This assumes that an additional 0.6moz of reserves are sourced from the 2.2moz resource. 

Figure 3. Higginsville assumed mine production plan (100% of project) 

Mine Plan FY16 FY17 FY18 FY19 

Total Plant Feed (kt) 1114 1250 1600 1600 

Average Head Grade (g/t Au) 2.8 2.2 1.8 1.7 

Metallurgical Recovery (%) 91.4 91.5 91.0 91.0 

Gold Produced (koz) 95 80 85 80 

Source: Somers and partners research  

We have assumed costs based on our experiences of similar mining operations, discussions with 

management and a review of financial reports.  

Figure 4. Higginsville modelling assumptions (100% of project) 

Assumption Life of Mine 

Underground Mining Cost (A$/t ore) 90.00 

Surface Mining Cost (A$/t rock) 3.50 

Processing Cost (A$/t ore) 21.00 

Trucking Cost (A$/t ore) 8.00 

G&A Cost (A$/t ore) 5.00 

Sustaining Capex (A$m pa) 8.0 

Expansion Capex (A$m) 18.0 

Exploration (A$m pa) 3.00 

Government Royalty (%) 2.5 

LOM AISC (A$/oz) 1,150 

LOM Average Gold Price (A$/oz) 1,730 

A$/US$ (Long term) 0.75 

Source: Somers and partners research.  

We value the Higginsville Project on a post-tax basis, calculating an NPV8% of A$204m and MLX’s 

100% ownership  

  

We value the 
Higginsville Project at 
A$204m.   
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South Kal Gold Mine (SKO) 

We have modelled the South Kal Mine to ramp up production to 1.0mtpa of ore and continue until 

end FY20.  This assumes that an additional 0.2moz of mining inventory is sourced from 3.7moz of 

resources. However, of the 330koz assumed mined from the HBJ underground only 100koz is 

currently in reserves. 

Figure 4. SKO assumed mine production plan (100% of project) 

Mine Plan FY16 FY17 FY18 FY19 

Total Plant Feed (kt) 971 865 1000 1000 

Average Head Grade (g/t Au) 1.8 2.8 3.0 3.0 

Metallurgical Recovery (%) 91 90 89 89 

Gold Produced (koz) 54 71 86 86 

Source: Somers and partners research.   

We have assumed costs based on our experiences of similar mining operations, discussions with 

management and a review of financial reports.  

Figure 5. SKO modelling assumptions (100% of project) 

Assumption Life of Mine 

Underground Mining Cost (A$/t ore) 90.00 

Surface Mining Cost (A$/t rock) 3.40 

Processing Cost (A$/t ore) 20.00 

G&A Cost (A$/t ore) 2.50 

Sustaining Capex (A$m pa) 10.0 

Reserve Definition Capex (A$m) 2.0 

Exploration (A$m pa) 2.5 

Government Royalty (%) 0.0 

Vendor Royalty (%) 2.0 

LOM AISC (A$/oz) 1,300 

LOM Average Gold Price (US$/oz) 1,730 

A$/US$ (Long term) 0.75 

Source: Somers and partners research  

SKO also toll treats what we estimate to be in the order of 300ktpa of third party ore which we 

have included in our model. 

We value the SKO Project on a post-tax basis, calculating an NPV8% of A$132m. The operation is 

fully developed and financed, but our assumptions are largely built around an underground 

resource rather than underground reserve at HBJ. Consequently, we have risked our NAV at 

0.9xNAV and value MLX’s 100% ownership at A$118m.   

  

We value the SKO 
Project at A$118m.   
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Central Murchison Gold project (CMGP) 

We have modelled the Central Murchison project at an average LOM rate of 1.5mtpa of ore until 

mid-2023.  This assumes 74% of reserves are mined. 

Figure 6. CMGP assumed mine production plan (100% of project) 

Mine Plan FY16 FY17 FY18 FY19 

Total Plant Feed (kt) 925 1385 1790 1719 

Average Head Grade (g/t Au) 1.4 2.8 3.1 3.68 

Metallurgical Recovery (%) 92 90 90 90 

Gold Produced (koz) 37 110 156 173 

Source: Somers and partners research 

We have assumed costs based on our experiences of similar mining operations, discussions with 

management and a review of financial reports.  

Figure 7. CMGP modelling assumptions (100% of project) 

Assumption Life of Mine 

Underground Mining Cost (A$/t ore)* 80.00 

Surface Mining Cost (A$/t rock) 3.25 

Processing Cost (A$/t ore) 23.00 

G&A Cost (A$/t ore) 8.20 

Sustaining Capex (A$m pa) 11.0 

Expansion Capex (A$m) 63.0 

Exploration (A$m pa) 3.75 

Government Royalty (%) 2.5 

Vendor Royalty (%) 1.0 

LOM AISC (A$/oz) 1,320 

LOM Average Gold Price (US$/oz) 1,730 

A$/US$ (Long term) 0.75 

Source: Somers and partners research. * includes transport costs to Bluebird plant 

We value the CMGP Project on a post-tax basis, calculating an NPV8% of A$221m. 

  
We value the CMGP 
Project at A$221m.   



 
 

 
8 

Equity Research 
For Wholesale Clients only  

 

Fortnum Gold Project (FGP) 

We have modelled the Fortnum mine to commence production in early 2017 at an average 1.0mtpa 

of ore ending in FY23. The modelling assumes LOM production of 434koz and assumes an 

additional 0.2moz of reserves are converted from the 1.75moz resource base. 

Figure 12. FGP assumed mine production plan (100% of project) 

Mine Plan FY16 FY17 FY18 FY19 

Total Plant Feed (kt) 925 1385 1790 1719 

Average Head Grade (g/t Au) 1.4 2.8 3.1 3.68 

Metallurgical Recovery (%) 92 90 90 90 

Gold Produced (koz) 37 110 156 173 

Source: Somers and partners research. *existing stockpiles 

We have assumed costs based on our experiences of similar mining operations, discussions with 

management and a review of financial reports.  

Figure 13. FGP modelling assumptions (100% of project) 

Assumption Life of Mine 

Underground Mining Cost (A$/t ore) 65.00 

Surface Mining Cost (A$/t rock) 3.45 

Processing Cost (A$/t ore) 22.50 

G&A Cost (A$/t ore) 6.25 

Initial Capex (A$m) 15.0 

Underground Access Capex (A$m) 32.0 

Sustaining Capex (A$m pa) 4.0 

Exploration (A$m pa) 1.0 

Government Royalty (%) 2.5 

Vendor Royalties (A$/oz) 11.00* 

LOM Average AISC (A$/oz) 1,250 

LOM Average Gold Price (US$/oz) 1,730 

A$/US$ (Long term) 0.75 

Source: Somers and partners research. * Perilya royalty  

We value the project on a post-tax basis, calculating an NPV8% of A$125m. The operation hosts a 

plant and has had a feasibility study completed but is not yet in production. Consequently, we have 

risked our NAV at 0.9xNAV and value MLX’s 100% ownership at A$113m.   

  

We value the FGP 
Project at A$113m.   
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Rover gold/copper project 

We have completed an NPV valuation of the Rover project based on the scoping study completed 

by previous owner Westgold Resources. We assume only the high grade portion of the deposit is 

mined and determine a risked 0.5x NAV of A$46m for MLX’s 100% share in this undeveloped 

project. 

Exploration tenure 

We have determined a fair valuation for an exploration package of the size and quality of WGX’s 

portfolio at A$15m.  

Cash, corporate costs and investments 

We estimate cash of A$85m (S&Pe 31 Dec) and corporate costs (including the cost of the gold loan) 

of -A$53m (NPV10).  

Total valuation 

Our total discounted NAV valuation for Westgold is A$749m or A$2.46/share. 

  

We value WGX at 
A$749m or 
A$2.46/share.   
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Peer Analysis – ASX Gold explorers/developers 

The following charts compare WGX with peers on the ASX (excluding Newcrest Mining) and show 

the company to be undervalued in relative terms.  

The chart below shows that WGX looks undervalued on an EV/FY17 production guidance basis 

when compared to significant producers on the ASX. The valuation would drop substantially 

further for the following years as WGX grows production to 400kozpa from ~280koz in FY17. 

Figure 20. EV/FY17 production guidance across ASX listed gold sector 

 

Source: Somers and partners research 

The chart over page shows the AISC guidance for FY17. The median AISC for the sector is 

A$1,100/oz. WGX’s operations are expected to produce at above average AISC for the sector in 

FY17 as it continues the transitional/ramp up process at its operations.  

WGX looks undervalued 
on FY17 production   
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Figure 21. FY17 AISC guidance across ASX listed gold sector 

 

Source: Somers and partners research 

In terms of ounces in the ground WGX has a large resource base of 15.7moz that looks 

considerably undervalued against peers and a median sector valuation of A$73/oz.  

Figure 22. EV/ resource ounce across ASX listed gold sector 

 

Source: Somers and partners research 

In terms of EV/reserves WGX also looks undervalued against a median valuation of A$280/oz.  

  

WGX looks undervalued 
on resource ounces   

WGX looks undervalued 
on reserve ounces   
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Figure 23. EV/ reserve ounce across ASX listed gold sector 

 

Source: Somers and partners research 

The chart below shows how the ASX listed gold sector has been undergoing substantial 

appreciation in market value over the last twelve months due to improved gold prices, a 

favourable FX rate and lower operating costs. As a diversified producer with a diversified 

exploration portfolio investors do not appear to have applied the same gold premium to MLX. 

A spin out of the purely gold assets to WGX, a pure gold vehicle, will likely attract this gold 

premium and realize value for shareholders.  

Figure 25. MLX share price performance versus our ASX Gold sector composite 

 

Source: Somers and Partners, Factset. NB: Our ASX Gold Sector Composite consists of 20 ASX listed gold producers. 

Warning: Past performance is not indicative of future performance    

MLX was trading at a 
discount to our gold 
composite   
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Company overview 

Background 

Westgold Resources relisted on the ASX on 6th December 2016 as the result of a 1 for 2 in-specie 

distribution of Metals X (MLX:ASX). The company’s assets represent Metals X’s gold division and a 

portion of MLX’s management and corporate assets including cash. 

Corporate summary 

The company has 305m shares on issue, an estimated cash position of A$85m. WGX has a gold loan 

of 16koz (US$20m) paying back at 3,750oz per quarter to September 2017.  WGX has circa 1,563koz 

of gold hedged at A$1,648/oz to 30 June 2018. 

Operations 

WGX owns five gold projects with one transitioning from underground to open pit production 

(HGO), two ramping up production (SKO and CMGP) one under construction (FGP) and one at the 

PFS stage (Rover). Gold resources total 15.7Moz and reserves total 2.9moz. MLX’s FY16 gold 

production was 174koz. FY17 production is forecast at 280koz with annual production forecast in 

excess of 400kozpa from FY19. Last quarter, MLX’s gold division achieved attributable production 

of ~62,500oz at much improved AISC of A$1,192/oz despite the transition and continued ramp up 

of various operations 

Higginsville (HGO), Western Australia (100%) 

Higginsville (HGO) was acquired as part of Alacer Gold’s Australian assets in 2013. The Mt Henry 

project was acquired in 2015. 

Gold mineralisation is typical of the prolific Archaean Norseman-Wiluna Greenstone Belt. Gold is 

hosted in quartz veins, banded iron formations and shear zones. Gold is currently being mined from 

open pit and underground operations. Underground mining from the Trident mine will phase out 

in FY17 and be replaced by open pit ore from the Mt Henry project 75km to the south. 

At Mt Henry, mineralisation is hosted in three separate resources the Mt Henry, Selene and North 

Scotia resources. Mt Henry and Selene mineralisation is hosted in a banded iron formation, whilst 

North Scotia mineralisation is hosted in smaller high grade quartz veining similar in style to that 

mined for over a century at Norseman. The varied style of mineralisation provides tonnage and 

grade flexibility. 

Resources 

The project hosts a measured, indicated and inferred resource of 33.6Mt @ 2.0g/t Au for 2.2Moz. 

Figure 30. Higginsville mineral resources (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold(koz) 
Measured 1.51 3.62 175 
Indicated 21.8 2.00 1,401 
Inferred 10.3 1.90 627 
Total 33.6 2.04 2,203 

Source: MLX 

Assumed cash position 
of A$85m  
 
 

Westgold re-listed on 
6th December 2016 

Resource of 33.6Mt @ 
2.0g/t Au for 2.2Moz 

Annual production 
forecast in excess of 
400kozpa from FY19 
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Mineral reserves were calculated at an assumed A$1,550/oz gold price. These reserves represent 

approximately 2 years’ mine life.  

Figure 31. Higginsville mineral reserves (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold (koz) 
    
Proved 0.57 3.58 66 
Probable 7.00 1.63 367 
Total 7.57 1.78 433 

Source: MLX 

Mining 

The Trident underground mine has historically driven the Higginsville operation. However, 

underground mining is due to complete this year with the completion of mining on the Artemis 

quartz vein and the Helios shear zone at a depth of 1.1km. Below this depth seismic challenges look 

set to close the mine as current pricing does not justify exploration and development any deeper 

down plunge. The resource remains open at depth. Mining is long-hole open stoping with a paste 

backfill from tails. 

Historically the Trident ore body ran at between 1,500 and 2,500ozpvm but grades and widths vary 

considerably over small areas as is common in high grade gold deposits.  

Open pit mining is currently from the Lake Cowan pits and trucked 15km to the plant at Trident. 

The open pit mines produce a mixture of oxide and fresh material at an average strip ratio of 9:1. 

The future of the operation now revolves around the Mt Henry project. The project hosts a 1.1moz 

gold resource and 0.3moz gold reserve. Mt Henry is located 75km south of the Higginsville plant 

and is connected by sealed road. The project has not been mined previously. The transition to open 

pit operations at Mt Henry is reportedly going well with a small amount of ore having been trucked 

to the mill during the quarter. Mt Henry ore will not be exposed to the Morgan Stanley royalty that 

negatively impacted Trident’s costs 

Our mine plan assumes a number of open cut operations at Mt Henry with a LOM strip ratio in the 

region of 4:1 as outlined in the feasibility study.  Current reserves support over 5 years mine life. 

Indications are that initial grades in the open pits at shallow depth will be higher (1.9g/t Au versus 

LOM 1.65g/t Au). A native title agreement was signed in 2010. 

Processing  

Processing is through a gravity-CIL plant with ball mill nameplate capacity of 1.2mtpa. Recoveries 

are in the order of 97% from Trident and 85% from the Lake Cowan pits. Average residence time is 

36 hours which is quite slow. Ore is hard, especially from Lake Cowan and it is essential that the 

slightly refractory and hard ore is blended (1:4) with the Trident ore (or Mt Henry ore).  

Since acquiring the project, MLX/WGX has focussed on cutting costs through renegotiating 

contracts in a competitive contractor environment, restructuring the Morgan Stanley royalty and 

campaigning plant operations. The plant currently batch processes ore on a 9-day campaign every 

fortnight. Diesel prices have also fallen and result in power costs of 22c kwh, substantially lower 

than during Alacer’s tenure. 

The future of the 
operation now revolves 
around the Mt Henry 
project 
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The depletion of the Trident underground ore resulted in lower than expected head grades and 

consequent high AISC at HGO during FY16. We expect this transition to continue through 1HFY17 

after which AISC should fall in line with LOM estimates of A$1,150/oz. Last quarter, AISC were 

significantly better than expected at A$1,100/oz as higher grade ore impacted costs, and lower 

development capex at the soon-to-be-closed underground mine reduced sustaining capex spend 

across the operation. 

We assume haulage costs from Mt Henry in the region of A$8/t to the plant. Mt Henry ore should 

be compatible with the Higginsville plant, test work and previous performance indicates 90-93% 

recoveries from a 48-hour residence time. We assume metallurgical recoveries of 90% from Mt 

Henry ore in our model. Mt Henry ore is reportedly moderately hard (BWI~14-19). The study 

indicates some of the fresh material requires grinding to 38 microns. We suspect this will be the 

focus of studies by MLX to determine the best way to manage this through the Higginsville plant. 

We have assumed A$15m in capital expenditure in FY18 to modify the plant for a small fine regrind 

circuit in our model. 

Exploration upside 

The Trident underground remains open down plunge but more work needs to be done to justify 

the seismic considerations at depth. A parallel trend to Trident has been hypothesised for the Two 

Boys trend. The company is drill testing this target in the footwall to the Trident underground 

currently. Lake Cowan open pit ore is currently expected to last until 2019. The Mt Henry resource 

(20mt @ 1.8g/t Au for 1.1Moz) provides considerable upside on our modelled production. 

Figure 32. Line of lode potential at Higginsville  

 

Source: MLX 

The recent discovery by S2 Resources at the Baloo and Monsoon prospects is just a short distance 

from the Higginsville plant. In our view, it is possible that ore from this discovery could be treated 

by WGX and some sort of arrangement with S2 is possible in the future. Mincor Resources also has 
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a number of small resources in the region. 

South Kal (SKO), Western Australia (100%) 

The operation is located only a short distance south of the gold mining centre of Kalgoorlie Boulder. 

The operation includes the historic Celebration Mine and the substantial Hampton-Boulder-Jubilee 

(HBJ) mine. The company is in the process of redeveloping the HBJ underground with first stope 

production late FY16. The operation is situated on freehold ground and state royalties do not apply. 

SKO is connected to grid power, so power costs are substantially reduced.  

Geology 

Mineralisation is hosted within the prolific Boulder-Lefroy shear zone. Mineralisation is localized 

where a porphyry body intrudes the shear zone creating a structural jog and rheological trap. 

Mineralisation is associated with an alteration assemblage of potassium-feldspar, biotite, chlorite, 

carbonate, silica, pyrite and veins of quartz, carbonate and pyrite. 

Resources 

The project hosts a substantial measured, indicated and inferred resource of 3.7Moz Au.  

Figure 33. SKO mineral resources (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold(Koz) 
Measured 1.2 3.33 124 
Indicated 25.8 2.35 1,954 
Inferred 23.9 2.13 1,637 
Total 50.9 2.27 3,715 

Source: MLX 

The resource was reported at a 0.7g/t Au lower cut. A significant portion of this resource is likely 

to be mined from underground and management guides a 4.5g/t Au head grade for this. This head 

grade is yet to be achieved but in line with the HBJ reserve grade of 4.7g/t Au. 

Mineral reserves were calculated at an assumed A$1,550/oz gold price. These reserves represent 

approximately 2.5 years’ mine life.  

Figure 34. SKO mineral reserves (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold (koz) 
Proved 0.43 2.71 38 
Probable 1.86 2.58 154 
Total 2.29 2.60 192 

Source: MLX 

Mining 

Mining from the HBJ underground commenced last financial year with the operation ramping up 

to stope production 4QFY16. Mining required a new portal and decline into the existing 

underground operation with historic underground infrastructure refurbished. Mining utilizes long-

hole open stoping. 

Historically mining has been focussed on the southern (SOZ), central (COZ) and northern (NOZ) ore 

zones. Mining has recommenced on the SOZ which historically mined 580kt @ 8.0g/t Au.  

SKO hosts a resource of 
3.7Moz Au project 
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Alacer had planned a bulk tonnage “super-pit” at HBJ but gold prices made the large amount of 

capital required hard to justify. WGX operate a smaller underground and satellite open pit 

operation on the 3.7moz resource base that requires significantly lower capital expenditure. 

Figure 35. HBJ mine and drilling on long section 

 

Source: MLX 

Historically the HBJ mine was separated by a tenement boundary and mined by two separate 

miners. WGX now has the opportunity to mine the operation as one. 

FY16 was a transitional year for SKO as the company developed into the HBJ underground. During 

this period AISC were high and reflected development costs. Development ore and the need to 

blend low grade stockpiles due to ventilation delays resulted in lower than expected head grades 

and further impacted costs. Now stoping has commenced we expect management guidance of 

grades closer to 4.0g/t Au to be met at the HBJ underground. HBJ reserves are currently 100koz at 

4.7g/t Au. 

Mining from surface will be sourced from a number of open pit mines that include the Trojan pit, 

Location 59 pits and Penfolds pits. These pits average 2.0g/t Au with high strip ratios of 11:1. Low 

power costs and low state royalties help make them economic and a sensible blend with the higher 

grade HBJ ore. 

Processing  

Processing is through a CIL plant with ball mill name plate capacity of 1.2mtpa. Recoveries are 

expected to be in the order of 90% now the ramp up is complete and this has already been 

completed during the ramp up phase last year despite lower than expected head grades. 

Throughput and general processing performance has beaten expectations through FY16 despite 

delays mining HBJ. 

Cheaper grid power and no state royalty as well as the proximity to Kalgoorlie infrastructure and 

accommodation greatly assist margins at SKO. 

Last quarter at South Kal, performance was down on nearly all counts as production tonnage and 

grades from the HBJ underground were lower than expected (58kt @ 2.5g/t Au v 100kt @ 4.0g/t 
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Au) resulting in AISC of A$1,472/oz. Underground production is expected to pick up over coming 

quarters as mining accesses virgin lodes and moves away from remnant positions that provide a 

marginal return.  

Toll treating 

MLX is currently treating circa 300,00tpa of third party ore through the SKO plant. We estimate 

that the company makes A$1.5mpa from this toll treating arrangement.  

Cannon Mine Development with Southern Gold 

Metals X is currently co-mining the Cannon Mine with Southern Gold (SAU:ASX). The stage 1 open 

pit is designed to mine 152kt of ore at a fully diluted run of mine grade of 3.1g/t Au containing 

15koz of gold, with 13.5koz gold recovered with a C1 operating cost of A$1053/Oz Au.  

All capital, mining, haulage and processing costs will be funded by Metals X and recovered through 

project operating cash flow with net profit distributed 50/50 to each party. An A$0.5m loan from 

MLX to SAU will also be repaid in full prior to profit sharing. 

Exploration upside 

There is considerable potential to the reserve down dip of the currently defined HBJ resource. 

The SKO tenement is large and covers 2,000km2 of the prospective Boulder-Lefroy and Zuleika 

shear zones. MLX reports 280 exploration targets at the project. 
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Central Murchison Gold Project (CMGP), Western Australia (100%) 

MLX has a large tenement holding in the Murchison of Western Australia. The project hosts a 

number of significant mines including Big Bell, Great Fingall and Paddys Flats. The project has 

produced over 10moz of gold, hosts 8.5moz in resources and is expected to produce 200kozpa. 

Figure 36. CMGP tenement holding 

 

Source: MLX 

The project was acquired for circa A$40m from WestGold Resources and administrators of Reed 

Resources and hosts the Bluebird processing plant and infrastructure. 

The Meekatharra tenements have a relatively recent history of failure. Previous owner Reed 

Resources was forced into administration when a large cutback on the Bluebird Pit failed to hit ore 

where expected. Mercator Mining also failed at the project as slumping in the Surprise Pit caused 

the company to terminate operations. Both companies had small balance sheets and were 

focussed on just one operation. 

We believe WGX will continue to succeed where others have failed because it has the balance 

sheet, technical skills and (through ownership of the whole project) has the ability to operate from 



 
 

 
20 

Equity Research 
For Wholesale Clients only  

 

several mining sources across the consolidated project to diversify technical risk and achieve the 

desired blend for the Bluebird plant.  

Resources 

The project hosts a substantial measured, indicated and inferred resource of 7.7Moz.  

Figure 37. CMGP mineral resources (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold(Koz) 
Measured 0.3 1.74 16 
Indicated 60.7 2.37 4,623 
Inferred 47.7 2.02 3,102 
Total 108.7 2.21 7,742 

Source: MLX 

Mineral reserves were calculated at an assumed A$1,550/oz gold price.  

Figure 38. CMGP mineral reserves (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold (koz) 
Proved 0.1 1.7 8 
Probable 22.7 2.64 1,921 
Total 22.8 2.63 1,929 

Source: MLX 

Mining 

Mine scheduling will be the main challenge and advantage at CMGP. The project hosts four main 

mining sources (Paddys Flats, Big Bell, Day Dawn and Comet) that will be complemented by 

additional production from up to 70 separate ore sources providing significant flexibility over the 

13-year mine life. However, timing of these operations and associated capital spend will be a 

challenge (and has been in FY16) to maintain a consistent blend and output through the Bluebird 

Processing plant whilst ensuring minimal pressure on the company balance sheet. 

All significant ore sources are on mining licenses with no impediments to mining foreseen. 

The Paddys Flat underground mine is currently at steady state production rates beneath completed 

open pits along a shear zone as long-hole open stoping and across the Prohibition BIF as large open 

stopes. Ground conditions are expected to be good despite the presence of ultramafic schist in the 

hanging wall to the mine. 

The company also plans to re-open the large Big Bell operation to the west of Cue. This mine has a 

history of seismic challenges on the large bulk tonnage caving operation. However, WGX intends a 

lower tonnage operation using modern technology and retreat mining that it is confident will 

enable a steady 700ktpa of ore from Big Bell. This will be trucked some 135km to Bluebird. 

WGX plans a future underground operation at the historic Great Fingall and Golden Crown Mines 

(Day Dawn Project) near Cue. This operation will truck ore 100km to the Bluebird plant along the 

Great Northern Highway. The grade at the operations is expected to support this haulage (assuming 

9c/tkm); although we see some risk to grade initially as the company mines through an area 

previously mined as narrow high grade adits in the early 1900s. 

Mineralisation at Great Fingall is hosted within a competent dolerite unit in a similar geological 

CMGP hosts resource of 
7.7Moz. 
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setting to that hosting the prolific Golden Mile mineralisation at Kalgoorlie. Better gold 

mineralisation is located where the dolerite is intersected by cross cutting shears.  

At Reedys a number of open pit cutbacks and underground operations are planned along the 

Reedy Shear zone. These operations are located some 60km from the plant.  

Figure 39. Great Fingall Mine with Golden Crown shaft in the background 

 

Source: Somers and partners research 

The CMGP operation commenced production in October 2015. During FY16 CMGP was ramping up 

and consequently operated at high AISC costs as capital was spent opening up the Paddys Flat 

underground, several open pits and the plant refurbishment. Whilst high costs were anticipated, 

during the ramp up phase, the problem was accentuated by delays accessing stoped ore at Paddys 

and poor reconciliation of grades from the Whangamata and Batavia open pits (largely due to poor 

modelling and QAQC by previous owners). The delayed stoping ore resulted in low head grades as 

open pits and stockpiles were substituted for anticipated higher grade underground ore.  

Processing  

The Bluebird plant has the capacity to operate at 3mtpa and consists of a large CIL circuit and a 

small gravity circuit and all necessary infrastructure. MLX has refurbished this plant. The plant will 

require a blend of oxide and fresh material and processing will be dependent on the blend of grades 

and expected recoveries from various ore sources from open cut and underground. Feeding this 

large plant will be the key challenge for WGX, but with ~70 ore sources, this looks achievable.  

Despite lower head grades, processing performance was better than expected in terms of 

recoveries (92%) and throughput in FY16. Last quarter’s AISC were much better than expected, 
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perhaps owing to an unexpected absence of sustaining capital spend over the quarter. We expect 

costs to further improve next quarter with the operation expected to be cash flow positive 

(including exploration and startup capex) next quarter. 

We anticipate 1.5-2.0mtpa feeding the plant with recoveries in the region of 90% sourced from a 

blend of underground and open-cut ore sources as follows: 

 Comet ~350ktpa - Jan 17 -Sep19 

 Big Bell ~700ktpa -  Apr 18 – Jun 23 

 Great Fingalls/Golden Crown ~150ktpa – Jul 19 – Jun23 

 Paddys Flat underground ~400ktpa – Present – Dec 22 

 Satellite pits and Reedys/Nannine – 200-300ktpa - ongoing 

Exploration upside  

Exploration is currently focussed on converting the 7.7moz resource to reserves. 

  

We anticipate 1.5-
2.0mtpa feeding the 
plan 
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Fortnum Gold Project (FGP), Western Australia (100%) 

The project hosts a 1.7moz gold resource at the Grosvenor and Peak Hill projects and a >1mtpa 

gravity CIL plant and associated infrastructure. The project was previously mined by Perilya and UK 

based Gleneagle Mining. Perilya mined the project successfully until prevailing gold prices fell 

below US$400/oz. Gleneagle failed to manage strip ratios resulting in lower grade, sub-optimal 

production. MLX acquired the project from RNI NL in 2015. 

The project is located 166km north of Meekatharra via 90km of the Great Northern Highway and 

76km of gravel road.  The site is flat and typical of the Murchison region. The project hosts a small 

unsealed airstrip and processing plant. 

Geology, resources and reserves 

Mineralisation controls are reportedly typical of the Murchison with regional shears offering 

conduits for gold mineralisation with gold deposited in rheological and geochemical traps. The 

project hosts gold resources of 30Mt @ 1.8g/t Au for 1.75Moz Au and a small reserve of 5.4Mt @ 

2.0g/t Au for 0.3Moz Au.  

Figure 37. FGP mineral resources (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold(Koz) 
Measured 0.1 2.22 1 
Indicated 21.8 1.77 1,238 
Inferred 7.9 2.03 515 
Total 29.7 1.84 1,754 

Source: MLX 

Mineral reserves were calculated at an assumed A$1,550/oz gold price.  

Figure 38. FGP mineral reserves (30 June 2016) 

Category Tonnes (Mt) Grade Au (g/t) Contained Gold (koz) 
Proved    
Probable 5.4 1.95 339 
Total 5.4 1.95 339 

Source: MLX 

MLX/WGX’s July 2016 development plan assumes an initial 5-year operation mining inventory of 

5.4Mt @ 2.0g/t Au for 322koz Au recovered. 

 Mining  

The mine plan assumes a number of open cut operations centred around the Yarlarweelor open 

pit and a small underground operation at Starlight. The underground operation is expected to 

produce 560kt @ 4.1g/t Au over an initial 2-year mine life. 

The pits vary in character but predominately host oxide ore. Adequate grade control on these pits 

is essential as demonstrated by the failure of Gleneagle Mining. WGX assumes a LOM strip ratio of 

9:1 over these open pit deposits. 

The largely oxide nature of the ore reportedly results in extensive free dig material so mining costs 

are expected to be low, we assume A$3.45/t in our model. 

The project hosts a 
1.7moz gold resource 
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Processing 

Processing will be completed utilizing a gravity CIL plant. The project hosts a 1mtpa gravity-CIL plant 

that is being refurbished by WGX. Test work and previous performance indicates 94% recoveries 

over a 24-hour residence time. Ore is reportedly moderately soft (BWI~16) and requires grinding 

to just 106 microns. Water is fresh and aids processing efficiencies. Overall costs are expected to 

be low. 

The project hosts two 1mtpa heap leach operations (one at Grosvenor and one at Peak Hill). Bottle 

roll testing indicates the oxide and transitional ore is suitable for heap leaching although this does 

not form part of WGX’s plans for FGP. 

WGX’s mine plan assumes the processing of 1.1mt of low grade (1.0g/t Au) over the first year of 

operations. Thereafter, the company intends to ramp up mining of 5.9mt @ 1.9g/t Au of open pit 

ore and 0.56mt @ 4.15g/t Au from underground. This excludes all ore from the Peak Hill Project to 

the east. The plan assumes an aggressive (budget not announced) exploration program at the 

project over FY17 and FY18. Initial capex is low at A$15m but LOM capex is A$78m. 

Rover gold/copper project, Northern Territory (75%) 

The Rover 1 deposit is an iron oxide-associated Au-Cu-Bi (+Co) deposit located 70 km southwest of 

Tennant Creek in the Northern Territory of Australia. Rover 1 is one of a number of such systems 

in the Rover field, which is thought to be analogous to the nearby prolific Tennant Creek goldfield. 

The Rover 1 and Explorer 108 prospects host an indicated and inferred JORC resource of 381koz 

Au (1.69g/t Au), 4.7Moz Ag (7.8g/t Ag), 112kt Cu (0.88% Cu) and potential bismuth, cobalt, lead 

and zinc credits.  

The deposits are overlain by approximately 110m of consolidated Cambrian sediments. This depth 

and the relatively low grade and isolated location create considerable challenges to production. 

A scoping study was completed on the project in 2010 that assumed a small underground mining 

operation and processing plant at Rover. MLX has since discovered more ore at depth, but 

challenges to the project’s development remain. 
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Board and Management 

Non-Executive Chairman – Peter Newton was a highly successful stockbroker for 25 years until 

1994. Since then he has been a significant participant in the Australian resource industry as an 

investor and a director of a number of listed companies. In past years he has been the Chairman of 

both Hill 50 Limited and Abelle Limited. 

Managing Director – Peter Cook is a Geologist (BSc (Applied Geology)) and a Mineral Economist 

(MSc (Min. Econ), MAusIMM with over 30 years of experience in the fields of exploration, project, 

operational and corporate management of mining companies. He is a past winner of the GMJ 

Mining Executive of the Year in 2001 and the Asian –Mining Executive of the Year in 2015. 

Non Executive Director – Warren Hallam is a Metallurgist (B. App Sci (Metallurgy)), a Mineral 

Economist (MSc (Min. Econ)), holds a Graduate Diploma in finance and has over 30 years of 

technical and commercial experience across numerous commodities and businesses within the 

resources industry. 

Non-Executive Director – Fiona Van Maanen is a CPA, holds a Bachelor of Business (Accounting) 

degree and a Graduate Diploma in Company Secretarial Practice. Mrs Van Maanen has significant 

experience in accounting and financial management in the mining and resources industry. 
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Ticker WGX:ASX Financial  Yr. End 30 June 

Recommendation BUY Shares on issue (m) 304.7

Target Share price (A$) 2.46 Market Cap (A$m) 524.1

Current Share price (A$) 1.72 Enterprise Value (A$m) 439.2

Implied Return (%) 43% Cash (est. qtr end) (A$m) 84.9

P/NAV (x) 0.64 Debt(A$m) 0.0

Valuation Financials (A$m)

Asset  Discount rate 
 Unrisked NAV 

(A$m) 
 NAV "X" Factor 

 NAV Target 

(A$m) 

 Target Price 

(A$) 
A$m FY2017 FY2018 FY2019 FY2020 FY2021 FY2022

Murchison 8% $221.4 $1.0 $221.4 $0.73 Profit & Loss

Higginsville 8% $204.0 $1.0 $204.0 $0.67 Revenue  $484.2 $674.6 $754.9 $725.4 $770.3 $509.9

South Kal 8% $131.5 $0.9 $118.3 $0.39 Cost of Sales $293.2 $412.6 $451.3 $450.1 $478.4 $335.9

Fortnum 8% $125.2 $0.9 $112.6 $0.37 Gross Profit $191.0 $262.0 $303.6 $275.3 $291.9 $174.0

Rover 8% $91.4 $0.5 $45.7 $0.15 EBITDA $148.4 $219.6 $260.9 $236.8 $253.7 $147.6

Exploration Upside n.a $15.0 $1.0 $15.0 $0.05 Net Profit before tax $113.0 $161.1 $192.3 $161.0 $151.7 $92.9

Cash (est. qtr end) n.a $84.9 $1.0 $84.9 $0.28 Tax Payable (-$33.8) (-$49.6) (-$58.8) (-$48.5) (-$45.4) (-$27.3)

Corporate (incl.gold loan ) 10% -$53.1 $1.0 -$53.1 -$0.17 Profit after tax  $79.3 $111.5 $133.5 $112.4 $106.3 $65.6

Total NAV $820.31 $748.94 $2.46

Balance Sheet

Assets

Cash $94.4 $114.0 $241.4 $365.1 $511.9 $602.6

Total Current Assets $139.0 $158.6 $286.0 $409.7 $556.6 $647.3

PPE  & Exp. & Dev. $369.1 $417.4 $383.4 $338.4 $266.0 $221.2

Total Non Current Assets $369.1 $417.4 $383.4 $338.4 $266.0 $221.2

Total Assets $508.1 $576.0 $669.4 $748.1 $822.6 $868.5

Liabilities

Borrowings $7.9 $7.9 $7.9 $7.9 $7.9 $7.9

Gold Loan** $10.2 $0.0 $0.0 $0.0 $0.0 $0.0

Total Current Liabilities $47.5 $43.2 $43.2 $43.2 $43.2 $43.2

Total Liabilities $173.2 $163.1 $163.1 $163.1 $163.1 $163.1

Cashflow Generation

Operating cashflow $98.2 $161.5 $203.7 $190.4 $211.7 $125.1

Debt Funding $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Equity Funding $70.8 $0.0 $0.0 $0.0 $0.0 $0.0

Capital Expenditure (-$91.2) (-$108.5) (-$36.2) (-$33.0) (-$33.0) (-$14.8)

Debt Repayments $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Free cashflow (-$15.6) $19.6 $127.4 $123.7 $146.8 $90.7

Dividend Payouts

Reserve and Resources Statement (attributable) Dividend paid (-$25.6) (-$33.4) (-$40.1) (-$33.7) (-$31.9) (-$19.7)

Status Tonnes (Mt) Grade Contained EV/Oz,t Dividend per share $0.08 $0.11 $0.13 $0.11 $0.10 $0.06

Gold Reserves 38.1 2.3 2,864,000 $153 Dividend yield 2.52% 6.38% 7.64% 6.44% 6.08% 3.75%

Gold Resources 229.7 2.1 15,728,777 $28

Ratios and Key Financial Data

Production Profile (Oz Au) (attributable ) EPS (AUDc) 26c 37c 44c 37c 35c 22c

Operation FY2017 FY2018 FY2019 FY2020 FY2021 FCFPS (A$) -5c 6c 42c 41c 48c 30c

Higginsville (oz Au) 79,606 85,431 79,579 81,920 79,579 P/E ratio (x) 6.6 4.7 3.9 4.7 4.9 8.0

Murchison (oz Au) 109,662 156,216 175,807 172,776 214,295 P/FCF (x) -33.6 X 26.7 X 4.1 X 4.2 X 3.6 X 5.8 X

South Kal (oz Au) 71,029 85,842 85,842 85,842 85,842 EV/EBITDA (x) 3.0 X 2.0 X 1.7 X 1.9 X 1.7 X 3.0 X

Fortnum (oz Au) 21,953 64,813 93,083 76,735 63,496 Current ratio (x) 2.9 3.7 6.6 9.5 12.9 15.0

Total gold production (Oz Au) 282,249 392,303 434,312 417,274 443,212 Shares on Issue (M) 304.7 304.7 304.7 304.7 304.7 304.7

All in Sustaining Costs (A$)* Directors & Management Major Shareholders

Operation FY2017 FY2018 FY2019 FY2020 FY2021 Non-Ex Chairman Peter Newton Apac Resources 12.9%

Higginsville (A$/oz) $1,207 $1,125 $1,165 $1,135 $1,141 Managing Director Peter Cook Blackrock 14.0%

Murchison (A$/oz) $1,218 $1,249 $1,276 $1,353 $1,341 Non Executive Director Warren Hallam Jinchuan 7.3%

South Kal (A$/oz) $1,307 $1,209 $1,210 $1,210 $1,210 Non Executive Director Fiona Van Maanen Ausbil 4.9%

Fortnum (A$/oz) $1,223 $1,257 $1,035 $1,102 $1,158 Chief Financial Officer Scott Balloch Ruffer 4.0%

Group (A$/oz) $1,238 $1,214 $1,191 $1,234 $1,254 Total 43.0%

Mine Life assumption

Commodity  Prices (A$) Operation Higginsville South Kal CMGP Fortnum

AUD / t (oz) FY2017 FY2018 FY2019 FY2020 FY2021 Years 9.50 4.50 6.50 6.50

Gold $1,614 $1,733 $1,733 $1,733 $1,733

AUD:USD $0.75 $0.75 $0.75 $0.75 $0.75 Annual Gold Production (LHS) and Cumulative Cash Generation (RHS)

Gold Price and Discount Rate Matrix**

Disc Rate/ US$/oz $1,100 $1,200 $1,250 $1,300 $1,350

15% $1.05 $1.50 $1.72 $1.94 $2.16

12% $1.16 $1.65 $1.90 $2.14 $2.38

10% $1.24 $1.77 $2.03 $2.29 $2.55

8% $1.34 $1.90 $2.18 $2.46 $2.74

5% $1.50 $2.13 $2.44 $2.75 $3.06

0% $1.84 $2.61 $2.99 $3.37 $3.74

Source: Company data, Somers estimates. Warning: Forw ard looking statements are uncertain and may not actually be achieved

* Expens ing and capita l i s ing of cash costs  wi l l  vary and consequently di ffer from management guidance

** Gold loan measured as  unearned income on balance sheet
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About the analysts  
Duncan Hughes, Director, Mining and Metals analyst 

Duncan has over 17 years’ experience in the mining sector.  Duncan joined Somers and Partners in 

July 2014 from RFC Ambrian where he was Head of Research based in London and Perth. At RFC 

Ambrian Duncan was focussed on small to mid-cap mining stocks.  Duncan holds a first class 

honours degree in Geology and worked for 10 years as a geologist in Western Australia. As 

Exploration Superintendent at Jubilee Mines, he was actively involved in the discovery of a number 

of high grade nickel sulphide ore bodies that have since been mined. He has also spent time 

exploring for base metals and gold with Lion Ore Australia and was involved in the discovery of the 

Deep South Gold Mine whilst at Sons of Gwalia.  

On completion of an MBA on investment and risk from Imperial College London, Duncan spent 

three years as a fund manager investing in small cap resources companies in Australia with the 

LinQ Resource fund and in London at CD Capital. 

Conrad Mulherin, Equities Research analyst 

Conrad joined Somers and Partners in 2012 as an Equities Research Analyst covering Mining and 

Emerging Technology Companies. 

Conrad has an Honours degree in Geological Sciences from Queen’s University in Canada and a MSc 

in Resources Management from the University College London in the U.K. 
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publication; additional Information is available upon request. This report is not to be construed as a solicitation of an offer to buy or sell any securities. 
Somers and Partners and/or affiliated companies or persons may as principal or agent, buy and sell securities mentioned herein, including options, 
futures or other derivative instruments thereon.  
 
Company-Specific Disclosures: 

1   Somers and Partners has, within the previous 12 months, provided paid corporate advisory services, arranged, managed or co-managed a public 
offering of the company or its affiliates or acted as underwriter to the issuer.  
2   Somers and Partners owns 1% or more of this issuer’s securities. 
3 The analyst is related to an officer, director or advisory board member of the issuer, but that individual has no influence in the preparation of this 

report.  
4   The analyst who prepared this report has viewed the operations of this issuer.  
5   The analyst who prepared this research report owns this issuer's securities. 
6 A member of the Board of Directors of the subject company is also a member of the Board of Directors of Somers and Partners Pty Limited, but 

that individual had no influence in the preparation of this report. 
 
Each research analyst and associate research analyst who authored this document and whose name appears herein certifies that:  
(1) the recommendations and opinions expressed in the research report accurately reflect their personal views about any and all of the securities or 

issuers discussed herein that are within their coverage universe; and  
(2) no part of their compensation was, is or will be, directly or indirectly, related to the provision of specific recommendations or views expressed 
herein. 
 
Somers and Partners analysts are compensated competitively based on several criteria.  The Analyst compensation pool is comprised of several 

revenue sources, including secondary trading commissions, new issue commissions, corporate advisory fees, and directed payments from 
institutional clients.   

 
The Somers and Partners research recommendation structure consists of the following ratings:  
 
Buy: A Buy rating reflects 1) bullish conviction on the part of the analyst; and 2) typically a 15% or greater return to target.  
 

Speculative Buy: A Speculative Buy rating reflects a bullish conviction on the part of the analyst accompanied by a substantially higher than normal 
risk, including the possibility of a binary outcome. 
 
Hold: A Hold rating reflects 1) a lack of bullish or bearish conviction on the part of the analyst; and 2) typically a return of 0 to 15%.  
 

Reduce: A Reduce rating reflects 1) bearish conviction on the part of the analyst; and 2) typically a 5% or lower return to target.  
 
Tender: Clients are advised to tender their shares to a takeover bid or similar offer.  
 

Investing in financial products involves investment risk. Recipients should understand that statements regarding future returns may not be realised. 
Past performance is not a reliable indication of future performance.  Any advice contained in this document has been prepared without taking into 
account your objectives, financial situation or needs. Before acting on any advice in this document, Somers and Partners recommends that you 
consider whether the advice is appropriate for your circumstances. Somers and Partners recommends that you obtain and consider the relevant 

“Product Disclosure Statement” or other disclosure documents before making any decision about a product including whether to acquire or to 
continue to hold it. 
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