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Noosa Mining and Exploration Conference 2012 wrap  

The 2012 Noosa Mining & Exploration Conference was held last week with a number 
of listed resources companies presenting and almost 400 attendees. Overall, the 
presenters were upbeat citing long term demand projections were likely to see a 
recovery in the prices of iron ore and copper as China demand picks up, and supply 
expansion struggles to meet it. In precious metals, we noted several companies on 
our investment radar are in the process of transitioning into production or expanding 
production which is a key value driver in the life of a mining stock. In the explorers we 
noted several companies which have advanced over the last 12 months and are now 
in the position to release maiden resources and Feasibility studies  

 

 

 

 

 

 

 

 

 

 

 

Table 1: Companies featured in this bulletin 

Name 
ASX 
Code 

Price 
$/ps 

Market 
Cap Comments 

Atlas Iron  AGO $1.70 $1.6bn Expansion to 10Mtpa by June 13 and 12Mtpa by end-2013 

Carrick Gold CRK $0.26 $37m Commencing mining by end-2012, toll treatment at 25kozpa due in  

Chesser Res CHZ $0.32 $47m 15,000m drill campaign at Kestalenik due to commence in 2HCY12 

Discovery Metals DML $1.27 $562m Boseto commissioning, focus on near mine exploration targets and Zeta UG 

Gold Road  GOR $0.16 $63m Central bore feasibility and Attila scoping study in progress, exploration targets 

Integra Mining IGR $0.31 $290m Increase FY13 production to 100,000ozpa. Focus on underground trial mining 

Kentor Gold KGL $0.58 $67m Murchison Construction underway. Focus on expansion of resources below pits 

Mount Isa Metals MET $0.38 $63m Maiden resource imminent for Nabanga, expecting 400-700koz.  

Saracen Minerals SAR $0.50 $294m Expansion plans and reserve update due in 3QCY12, trial mining at Red October 
      

Source:  RBSM, Company Data 

Key Points:  

 Strong demand for bulk products such as iron ore and coal remains. Although volatility is 

occurring in the short term, the medium and long term demand picture remains robust, and 

the increases in supply aren’t coming through as rapidly as anticipated.   

 There is a significant amount of M&A interest ongoing in the small/mid cap companies, similar 

to the theme in the energy sector. We see partnerships being forged, particularly for capex 

intensive projects that could benefit from toll treatment of their ores through third party.  

 The Key picks from the conference in the precious metals division was Saracen Minerals 

(SAR), as we anticipate the company to release a strong quarterly production report on the 

back of high grade mining at it’s latest Red October underground development. In the bulks 

we maintain a positive view on Atlas Iron (AGO) as the company aims to double production 

at its Pilbara projects over the next 12 months. We also maintain a strong positive outlook on 

the demand for the bulks in Asia in the medium to long term despite the short term volatility. In 

the base metals we liked Discovery Metals (DML) as they transition into full scale mining at 

Boseto, and this combined with their recent discoveries regionally should drive value in the 

stock.  
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explanation of recommendations and volatility can be found at the end of this document.
 



Atlas Iron Ltd (AGO)  

$1.70 share price, $1.7bn market capitalisation 

Atlas Iron Limited (AGO) is an iron ore producer with most of the projects prospective for iron ore 

and located within the Northeast Pilbara region, Western Australia (WA). Currently, all of AGO’s 

existing projects have total JORC Resources and Reserves of iron ore of 1,034Mt @ 56.3% Fe 

and 242Mt @ 57.5% Fe, respectively. The Company’s Pilbara mines are now running at rates of 

6Mtpa. 

Key Points 

 3 projects in the pipeline for development. The first will come online later this year (Mt Dove) 

and the last projects will start up in 2013 (Abydos and Mt Webber). These will double 

production up to 12Mpta.  

 On the China story – AGO sees strong iron ore demand, their shipping schedule remains full.  

 Excellent cash costs position – June quarter result was $42-45/t cash cost with sales at 

US$122/t for the quarter.  

 Expects expansion to be complete to 10mtpa by June 2013 and 12Mtpa by end-2013.   

 AGO takes the view that China’s new heads of state are due to come to power later this year 

and it’s highly likely they will look to make their mark by proposing a number of developments 

which will be steel intensive.  

 Opportunities in M&A are more globally focussed. Pilbara opportunities are much harder to get 

hold of these days, but AGO has a well consolidated position.  

 QR deal – the agreement with Queensland Rail is specifically looking at unlocking the 

infrastructure solution for the Horizon 2 project – (the expansion to 46Mtpa). The QR option is 

currently ongoing with the aim of completing the study by the end of this year, and then 

making a decision on weather to proceed after that. The company remains confident that the 

study outcomes will be positive. Assessment of other opportunities is also being looked at 

involving other miners who either have existing infrastructure (FMG) or are planning on 

building infrastructure (Hancock).  

 AGO is long port capacity at the moment, so there’s potential to trade their spare port capacity 

in lieu of rail access.  

 Low grade ore sales may bolster revenue for material that was classified as mineralised waste 

previously.  

 Shipments for the quarter were up 25% on 1QCY12 as production rebounded from cyclone 

activity and ship-loader issues at Port Hedland.  

Figure 1: AGO Projects 

Source:  Company Data 

Figure 1 : Production profile 

Source:  Company Data 
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Carrick Gold (CRK) 

$0.26 share price, $37m market capitalisation 

Carrick Gold (CRK) is a Perth based gold developer/explorer with four projects advancing toward 

production north east of Kalgoorlie in Western Australia. Carrick's flagship project is located at 

Kurnalpi in Western Australia, located 90km from Kalgoorlie. Resources total 987,000oz of gold 

and initial reserves of 103,000oz for their projects. Carrick is fully funded and aims to move into 

production by the end of CY2012 with four deposits located strategically between three operating 

mines in the region. 

Key Points 

 CRK is aiming to have around 300,000oz in reserves by the end of the year at their Lindsay’s 

and Kurnalpi projects. Part of the strategy is to commence mining whilst building their own 

processing plant. During the construction period, CRK would aim to toll treat their material 

through local operations (SAR, NGF, KCGM are all close by). We anticipate a deal in the next 

quarter as CRK is aiming to be mining by the end of CY2012.  

 The first two years of operation would treat around ~25,000oz per year, but would provide 

cashflow for the operation to be self funded. The bulk of the mined material would be relatively 

soft oxide ore, and with toll treatment included CRK estimates approximate costs of ~$1000/oz 

(for treatment through a third party).  

 We take the view this is a positive step for CRK. If the company can strike a deal for toll 

treatment of their ores, it could potentially realise up to $40m in revenue and $10-15m in 

profits annually.   

 CRK has a market capitalisation of $36m, so we feel that the stock may be re-rated if it can 

demonstrate achievable revenues of $40m/year and potential windfall profits of ~$10-15m 

potentially.  

  

Figure 1: CRK Tenements and toll treatment options  

Source:  Company Data 
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Chesser Resources (CHZ)  

$0.32 share price, $47m market capitalisation 

Chesser Resources (CHZ) is focussed on the exploration, investment, and development of 

mineral resource properties in Turkey. It primarily explores for gold and base metals, with the 

most advanced the Kestanelik epithermal gold project located in southwest Turkey and adjacent 

to the Dardanelles.  

Key Points 

 CHZ has been conducting a large 30,000m drill program which is largely complete. Drilling 

should continue until late August 2012 and is now focussed on extensions to the K2 and KS 

veins. 

 A follow-up program of 15,000m is due to commence in October 2012 with 4 drill rigs 

operating on the program. The objectives are to drill between the main identified zones with 

systematic step out drilling along from the high grade zones and testing further extensions to 

the existing resources.  

 Current JORC resource of 462,000oz Au covers only 8 of the 88 regional vein sets at 

Kestanelik. Resources growth is anticipated as drilling continues.  

 The recent capital raising lifts cash reserves to $10m and sees the company fully funded for 

the next 12-18 months exploration and resource development.  

 

Figure 2 : Kestanelik Vein system 

Source:  Company Data 
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Discovery Metals (DML)   

$1.27 share price, $562m market capitalisation 

Discovery Metals Limited (DML) is an Australian based mineral exploration company. The 

company focuses on the exploration and development on its Boseto copper project in Botswana. 

Production of copper concentrate commenced in late June, with the mill ramping up to design 

capacity of 3Mt/year over coming months, aiming to produce 36kt of copper and 1.1 million 

ounces of silver annually.  

Key Points:  

 Mill throughput is now running at full capacity with production ramping up to 36kt Cu and 

1.1Moz Ag per annum. The mining fleet is on site and has been commissioned.  

 The next stage of development is the Zeta underground. DFS studies were completed earlier 

in 2012. Development is expected to commence in late FY13.  

 Exploration upside remains positive within a 30km radius around the Boseto concentrator. 

Multiple mineralised targets have been identified and are scheduled for follow-up. Recent 

results from Mango, located 20km from the mine returned significant results including 33m @ 

1.1% Cu, 13g/t Ag with mineralisation intersected over a strike length of 5km. Exploration 

upside remains a strong value driver for Discovery.  

 Value upside remains in the emerging and current producers. DML anticipated production at 

an average cash cost of $1.28, so the margins remain strong in the current market.  

 

Figure 3: Exploration upside – multiple mineralised targets to test at Boseto  

Source:  Company Data 
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Gold Road Resources (GOR)  

$0.16 share price, $63m market capitalisation 

Gold Road Resources (GOR) is a gold explorer with its principal project located in the Yamarna 

Greenstone belt in Western Australia. The company is aiming to become a self-funded explorer 

from 2014 through early production at its high grade Central Bore project and Attila Trend 

projects. Recent exploration has produced 13 new gold discoveries in the last 30 months, with 

high grade results of >20g/t Au. GOR’s resources currently exceed 1 million ounces of gold. 

Scoping studies are underway to determine the viability of a standalone operation at Yarmana 

and are due for completion in 2HCY12. 

Key Points: 

 New detailed Aeromagnetics has highlighted the strong structural correlation between 

mineralisation and the way the structures intersect (central bore sits at the middle of two N-S / 

E-W trending lineaments). This has breathed new life into the exploration potential of the 

project to the west of Central Bore and in our view represents a significant upside in 

exploration potential.  

 A recent change in tack has boosted our confidence in the project economics. Originally GOR 

has planned on mining and processing 20kozpa through a standalone processing plant at 

Yamarna. We note the recent decision of the company to potentially treat up to 50,000ozpa by 

taking feedstock from Central Bore as well as medium grade material from Attila. This is a 

positive move in our view.   

 Work will focus on Central Bore Feasibility and Attila Scoping / Feasibility for the remainder of 

2012/2013 in addition to resource updates for both projects later in the year.  

  

Figure 4 : Detailed Aeromagnetics 

Source:  Company Data 

Figure 2 : GOR projects  

 
Source:  Company Data 
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Integra Mining (IGR) 

$0.31 share price, $290m market capitalisation 

Integra Mining (IGR) is a gold producer with projects in the Eastern Goldfields of Western 

Australia. IGR’s activities are focussed on the Randall’s gold project which currently produces 

around 80koz of gold annually. In addition the company has a significant portfolio of grass roots 

and brown fields exploration properties which have the potential to add significant resources to 

the production profile.  

Key Points 

 Following plant issues earlier in the year IGR has resolved the production bottlenecks and 

anticipates producing 100koz in FY13 from open pit production. 

 We expect the quarterly result to be within guidance of around 12-13koz Au, due to the 

crusher stoppage in June after the re-fit of new screens caused problems. It’s likely that the 

cash cost for the Quarter will be fairly high because of this, but this doesn’t detract from the 

overall value of the project over the next few years, with improvements in cash costs and 

production likely to return to higher levels from mid-year.  

 In the next 12 months we expect the crusher circuit to improve performance by around 20% 

with IGR forecasting 100koz for FY13. Cash costs are expected to increase to around $850/oz 

for the next 12 months, but should reduce to around $750/oz towards the end of the financial 

year.  

 The recent capital raising was aimed at reducing the company’s debt position and maintains a 

cash position of circa $25m. The company has also negotiated a standby financing facility of 

$20m which remains undrawn but is aimed at being used for working capital, accelerating 

exploration and acquisitions.  

 Scoping studies are complete for the 1.6-1.7Mtpa upgrade to the mill – which would cost an 

additional $15m, although to readily support this the company would need a reserve of roughly 

700,000oz (vs the current 510,000oz). We take the view that accelerated exploration and 

development drilling could readily achieve this in the next 12 months if underground trial 

mining is successful at Cock-Eyed Bob, Santa and Maxwell’s.   

 

Figure 1: IGR Projects 

Source:  Company Data 

Figure 2: Crusher failure explained 

Source:  Company Data 
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Kentor Gold (KGL)   

$0.58 share price, $67m market capitalisation 

Kentor Gold Limited (KGL) is an Australian-based company with interests in resource exploration 

and development in Central Asia and in Australia in WA and the NT. Its immediate focus is 

commissioning the Murchison Gold Project, WA, and evaluation of the Jervois polymetallic 

project, WA. Development of the Andash gold-copper mine, in the Kyrgyz Republic, in which it 

has an 80% interest with the Kyrgyz government holding 20%, has been stalled since civil unrest 

in 2010. After the recent peaceful elections Kentor believes that it can return to site and advance 

this development.  

Key Points 

 Commissioning is underway at KGL’s Murchison project in WA – aiming to exploit a resource 

of 15.1Mt @ 1.5g/t Au containing 719koz of gold. The open pit operation will using a small 

scale 260ktpa plant to produce 24kozpa of gold with the potential to add a heap leach down 

the track to increase this to an intermediate production rate of 40kozpa. Permitting work on the 

heap leach projects has commenced, and the company expects results towards the end of the 

year. Subsequent to a further resource upgrade Kentor intends to double the size of the CIL 

plant and take production to 60kozpa.  

 The recent 18,000m drilling campaign intersected mineralisation at the base of the Lewis and 

Alliance Pits and indicated significant exploration upside at “North of Alliance” NOA 7 and 8 

resources in the north of the tenement package. Expansion potential and further design 

optimisation of the open pits appears probable, as shown on the presentation slides.  

 Jervois project continues to deliver a string of decent copper/silver results. Best results during 

2012 include 60m @ 1.3% Cu & 113g/t Ag. Feasibility studies are underway on the project. 

 Kentor is in discussion with the local community to recommence the development of Andash 

(KGL 80%). Parliamentary meetings were held in May. The government has called for an 

independent environmental review since issues over the environmental impact of the project 

were called into question by local communities. The company sees this as a minor delay and 

that the outcome of the study will be positive and negotiations can move forward. 

 

Figure 1: Murchison project - Lewis pit resource expansion drilling 

Source:  Company Data 
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Mount Isa Metals (MET)          

$0.38 share price, $63m market capitalisation 

Mount Isa Metals (MET) is an explorer focusing on its gold tenements in Burkina Faso in West 

Africa, in particular the Nabanga gold prospect. Recent drilling at Nabanga delineated 

mineralisation over a strike length of 2.3km with grades up to 6m@ 48.48g/t Au. A maiden 

resource at Nabanga is due in 2HCY12. Their second discovery, Bantou has a strike length over 

1km with recent drilling also producing promising results including16m@10.2g/t Au. MET expects 

to generate a continuing pipeline of new targets from regional exploration throughout 2012.  

Key Points 

 Nabanga is up to 2.3km long and up to 200m deep at present – its high grade too (grades of 

4-23g/t Au are common). Deeper drilling has been conducted and assays are awaited.  

 Additional drilling is planned to double the depth of drilling, as well as the strike extent 

potential. A maiden resource is due in a few weeks and is expected to be in the region of 400-

700,000oz of Gold. The company is already valued at $63m so the value of these ounces is 

partly priced in, however upside in the stock is likely If the deeper drilling results show promise 

for additional expansion of resources.  

 The company had ~$9m at the end of the March quarter and this should drop to around $5m 

by the end of the month. The company would like to spend $18m on exploration over the next 

12 months, pending financing.   

 Results pending for the initial deeper diamond drilling at Nabanga.  

 

Figure 1: Nabanga long section – deeper drilling shows upside 

Source:  Company Data 
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Saracen Minerals (SAR)   

$0.50 share price, $294m market capitalisation 

Saracen Mineral Holdings (SAR) is a gold producer with projects in Western Australia. SAR is 

forecasting 110-120koz of gold production in FY12 from its Carosue Dam projects. We 

recommend buying the stock as we see upside potential in exploration and expanding production, 

particularly from SAR's underground projects 

Key Points  

 Quarterly production is anticipated to be a strongly positive quarterly result on the back of 

improved production at Karari as well as higher grade development material from Red October 

being processed through the mill in 2 batches during the quarter.  

 Cash costs are likely in the region of $850-950/oz as previously announced, with potential 

upside on the higher grade material from Red October. Its unlikely that cash costs will be 

lowered at Red October however because the development ore. 

 Resources and Reserves are being updated with data expected to be released sometime 

around October. The company is hopeful of a 1 million ounce reserve which is a strong 

positive for future expansion at the project.  

 SAR expects to produce around 140-200kt of ore from Red October once commercial 

development is declared (this is not far off). The recent drill programs have infilled areas in the 

resource which were previously mapped as waste – so we expect positive things to come from 

the resource, particularly as the next rounds of deeper drilling are due to commence.  

 In the meantime the company is looking in detail at the potential for an expansion of the 

Carosue Dam processing plant to 4mtpa. It’s early days but we expect more information on 

this once reserves are updated.  

  

Figure 5 : Red October underground development  and upside 

Source:  Company Data 
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DISCLAIMER - RBS MORGANS LIMITED 
The information contained in this report is general advice only, and is made without consideration of an individual’s relevant personal circumstances. RBS Morgans Limited 
ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised representatives and agents (“RBS Morgans”) do not accept any liability for 
the results of any actions taken or not taken on the basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any 
persons who wish to act upon this report consult with their RBS Morgans investment adviser before doing so. Those acting upon such information without advice do so 
entirely at their own risk. 

This report was prepared as private communication to clients and is not intended for public circulation, publication or for use by any third party. The contents of this report may 
not be reproduced in whole or in part without the prior written consent of RBS Morgans. While this report is based on information from sources which RBS Morgans believes 
are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect RBS Morgans judgement at this date and are subject to change. RBS 
Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not constitute an offer or invitation to purchase any 
securities and should not be relied upon in connection with any contract or commitment whatsoever. 

DISCLOSURE OF INTEREST 
RBS Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. RBS Morgans may previously 
have acted as manager or co-manager of a public offering of any such securities.  RBS Morgans' affiliates may provide or have provided banking services or corporate 
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. RBS Morgans advise that it may 
earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by a client in these 
securities. Some or all of our Authorised Representatives may be remunerated wholly or partly by way of commission.  

REGULATORY DISCLOSURES 
Complete as necessary. 

RECOMMENDATION STRUCTURE 
For a full explanation of the recommendation structure, refer to our website at https://www.rbsmorgans.com/research_disclaimer. 

If you no longer wish to receive RBS Morgans’ publications please advise your local RBS Morgans office or write to RBS Morgans Limited, Reply Paid 202, 
Brisbane QLD 4001 and include your account details. 
 

QUEENSLAND  PARRAMATTA (02) 9615 4500 
BRISBANE (07) 3334 4888 PORT MACQUARIE (02) 6583 1735 
BUNDABERG (07) 4153 1050 SCONE (02) 6544 3144 
CAIRNS (07) 4222 0555 SYDNEY – LEVEL 9 (02) 8215 5000 
CALOUNDRA (07) 5491 5422 SYDNEY – LEVEL 33 (02) 8216 5111 
CAPALABA (07) 3245 5466 SYDNEY – MACQUARIE STREET (02) 9125 1788 
CHERMSIDE (07) 3350 9000 SYDNEY – REYNOLDS EQUITIES (02) 9373 4452 
EDWARD STREET (07) 3121 5677 WOLLONGONG (02) 4227 3022 
EMERALD (07) 4988 2777   
GLADSTONE (07) 4972 8000 ACT  
GOLD COAST (07) 5581 5777 CANBERRA (02) 6232 4999 
IPSWICH (07) 3202 3995   
MACKAY (07) 4957 3033 VICTORIA  
MILTON (07) 3114 8600 MELBOURNE (03) 9947 4111 
NOOSA (07) 5449 9511 BERWICK (03) 8762 1400 
REDCLIFFE (07) 3897 3999 BRIGHTON (03) 9519 3555 
ROCKHAMPTON (07) 4922 5855 CAMBERWELL (03) 9813 2945 
SPRING HILL (07) 3833 9333 CARLTON (03) 9066 3200 
SUNSHINE COAST (07) 5479 2757 FARRER HOUSE (03) 8644 5488 
TOOWOOMBA (07) 4639 1277 GEELONG (03) 5222 5128 
TOWNSVILLE (07) 4725 5787 RICHMOND (03) 9916 4000 
YEPPOON (07) 4939 3021 SOUTH YARRA (03) 9098 8511 
  TRARALGON (03) 5176 6055 
NEW SOUTH WALES  WARRNAMBOOL (03) 5559 1500 
SYDNEY (02) 8215 5055   
ARMIDALE (02) 6770 3300 WESTERN AUSTRALIA  
BALLINA (02) 6686 4144 PERTH (08) 6462 1999 
BALMAIN (02) 8755 3333   
CHATSWOOD (02) 8116 1700 SOUTH AUSTRALIA  
COFFS HARBOUR (02) 6651 5700 ADELAIDE (08) 8464 5000 
GOSFORD (02) 4325 0884 NORWOOD (08) 8461 2800 
HURSTVILLE (02) 9570 5755   
MERIMBULA (02) 6495 2869 NORTHERN TERRITORY  
NEUTRAL BAY (02) 8969 7500 DARWIN (08) 8981 9555 
NEWCASTLE (02) 4926 4044   
NEWPORT (02) 9998 4200 TASMANIA  
ORANGE (02) 5310 2111 HOBART (03) 6236 9000 
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