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ASX Code MUM 

Industry Metals & Mining 

Principal Ac�vity Gold Development 

Country of Opera�on   Australia 

Price A$0.082 

Market Capitalisa�on A$19.6M 

Es�mated Cash  A$750k 

(as at 30 June 2011) 

Board 

Ma3hew Shackleton Managing Director 

Mark Pi3  Non Exec Director 

Colin Chenu Non Exec Director 

Reg Gillard Non Exec Chairman 

Patrick Flint Non Exec Director 

LOM average cash flow assump+ons
1 

Produc�on rate 40,000oz pa 

Average cash cost A$900 / oz 

Gold price US$1,585 / oz 

Exchange Rate (AUD/USD) 1.07 

Debt-free  

Annual Pre-tax opera+ng cash A$23.2M 

Average PE ra+o (assuming 

full corporate tax rate)
 1.2 

Capital Structure 

Shares on Issue 238.8M 

Op�ons (various) 9.8M 

Conver�ble Notes 10.0M 

Director/Broker Performance Shares 13.5M 

Fully Diluted Shares on Issue 272.1M 

Company Highlights 

•  

The current gold price of US$1,585 per oz is 3.8 �mes the gold price when 

Kirkalocka’s previous owner, Equigold NL, ceased mining (US$420 per oz) at 

Kirkalocka in October 2005. 

•  
Kirkalocka has a total JORC Resource of 360,000oz grading 1.1g/t Au, includ-

ing 270,000oz at 1.2g/t Au in the Indicated Resource category. 

•  

The Recommissioning Study, scheduled for comple�on in the December quar-

ter, will finalise metallurgical test work, infrastructure engineering op�ons 

and Ore Reserve. CIP expects a Resource upgrade and a high Resource-to-

Reserve conversion of at least 200,000oz to be reported, to support a mine 

life of 3 to 5 years. 

•  

The Company is targe�ng comple�on of the recommissioning of the 1.2Mtpa 

Kirkalocka Plant (“Recommissioning Project”) by December 2011, making it 

available for produc�on in early 2012. 

•  

Key appointments of Reg Gillard and Patrick Flint to the board a3est to Kirka-

locka’s quality and add substan�al gold development experience to the 

board. 

Mount Magnet South NL (“Mount Magnet” or the “Company”) is com-

ple+ng an advanced technical report at its Kirkalocka Gold Project 

(“Kirkalocka”) to restart opera+ons within 6 months, at a rate of 

40,000oz per annum (“Recommissioning Study”).  
 

With all required infrastructure on site, including a refurbished 

1.2Mtpa CIL gold processing plant, Mount Magnet es+mates only A$6 - 

9M in working capital is required to restart opera+ons. 
 

Mount Magnet represents a rare, low risk, low-capex opportunity to 

benefit from the current gold price. CIP expects Kirkalocka opera+ons 

to generate an annual pre-tax opera+ng cash flow
1
 of approximately 

A$23.2M. This equates to an average PE ra+o
1
 (assuming full corporate 

tax rate) of 1.2. 

Figure 1 : 1.2Mtpa CIL Kirkalocka Gold Processing Plant 

Eddie King 

+61 8 9421 2111             eddie@cipartners.com.au 
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Figure 2 : Kirkalocka loca+on and overview 

Kirkalocka Gold Project 

Kirkalocka is located 600km north of Perth and 70km south of the town of Mount Magnet, in the heart of the Murchison, 

historically Australia’s second richest gold producing region. Equigold NL (“Equigold”) campaign mined the Curara Well de-

posit at Kirkalocka un�l October 2005, and made the decision to cease mining when gold prices were approximately US$420 

per oz. In August 2008, Equigold ceased stockpile processing opera�ons at Kirkalocka and placed the processing plant on 

care and maintenance. Equigold’s average grade was 1.46g/t Au and LOM cash costs were A$380 per oz. Mount Magnet 

acquired the Kirkalocka tenements from Equigold in April 2008. In May 2009, amidst the depths of the financial crisis, 

Mount Magnet acquired the accompanying 1.2Mtpa CIL gold processing plant. Other infrastructure at Kirkalocka includes a 

fully func�onal 80 man camp, an airstrip and all required u�li�es. 

Plant highlights 

♦ 1.2Mtpa nameplate capacity 

♦ Primary Crusher 

♦ 6 x Leach Tanks 

♦ Fully func�onal power house 

♦ Equipped maintenance workshop 

♦ 80-man camp and all associated infra-

structure 

♦ Concentrator and gravity circuits 

♦ 1.4MW SAG Mill 

Waste Dump 
Curara Well Open Pit 

Tailings Storage Facility 

Figure 3 : 1.2Mtpa CIL Kirkalocka Gold Processing Plant Table 1 : Kirkalocka Processing Plant 

Processing Plant 
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JORC Resource / Ore Reserve 
On 27 June 2011, Mount Magnet announced a 30% in-

crease in the JORC Resource at Kirkalocka to 360,000oz at a 

grade of 1.1g/t Au, including an increase of 121% in Indicat-

ed Resource to 270,000oz at 1.2g/t Au. As part of the 

Recomissioning study, the Company is currently es�ma�ng 

a JORC Ore Reserve for release this quarter.  

Category Tonnes Au grade (g/t) Au (oz) 

Indicated 7,100,000 1.2 270,000 

Total 10,100,000 1.1 360,000 

Inferred 3,000,000 0.9 90,000 

Recommissioning Project 
Following government approval of the project management plan in January 2011, the Company commenced the Recommis-

sioning Project in April 2011. The Kirkalocka gold processing facili�es include a primary crusher, screening circuits, a 1.4MW 

Allis Chalmers primary SAG Mill, a frac�onal fed Knelson concentrator/gravity circuit, six CIL tanks and a gold storage facility. 

The mill inspec�on carried out in 2009 indicates the plant facili�es are fully opera�onal and in good condi�on, requiring on-

ly minimal CAPEX to complete refurbishment. 

 

The Recommissioning Project indicates that only a short ramp-up period is required to bring the plant up to full processing 

capacity and CIP expects the plant to be fully commissioned by the end of 2011.  

 

  Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 2012 

Drilling Program                 

JORC Reserve                 

Metallurgical Tes�ng                 

Submit Mining Proposal                 

Recommissioning Project                 

Produc�on                 

Q1 

 

 

 

 

 

 

Table 2 : Kirkalocka JORC Resource table 

Figure 4: Kirkalocka catalysts 

Recommissioning Study 

Mount Magnet engaged Snowden Group, an interna�onal mining consultant, and Auralia Mining Consul�ng to commence 

the Recommissioning Study in April 2011. The Recommissioning Study aims to increase the JORC Resource through the anal-

ysis of further infill drilling at Kirkalocka and explora�on of near mine targets (<2 kms from the Plant), targe�ng high grade, 

near-surface mineralisa�on. Mount Magnet has planned an intensive drilling program consis�ng of a mix of diamond and 

RC holes to provide addi�onal data for the Recommissioning Study. 

 

Concurrently, Mount Magnet is conduc�ng metallurgical tes�ng at Kirkalocka. The metallurgical test work includes gold 

beneficia�on via CIL and gravity concentra�on of drilled samples. Gold beneficia�on of lower grade ore using heap leaching  

will also be inves�gated. The metallurgical test results will be released in September.  

  

In addi�on, Mount Magnet acquired 6 years of historical mining and produc�on data for Kirkalocka when it purchased 

Kirkalocka in 2008. This historical data significantly reduces the technical risk of the Recommissioning Study and greatly im-

proves the confidence level of the results. Based on previous produc�on numbers, the Kirkalocka gold plant is capable of 

processing ore with a gold recovery of at least 92%.  

 

Mount Magnet is preparing a mining proposal for Kirkalocka and will submit the proposal in November 2011. The mining 

and environmental approvals are projected to be granted by early 2012. CIP is assuming minimal permiOng risk given that 

Kirkalocka was producing gold only 3 years ago. 
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Average Forward 12-month 

PE Ratio of 8.6
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Mine Development Plan and Project Economics 
The development plan for Kirkalocka is to commence produc�on by blending oxide and laterite ore. As Kirkalocka’s JORC 

Resources include low-strip ra�o oxide and laterite deposits that are expected to form part of the Ore Reserve, CIP expects 

opera�ons to recommence with lower risk and lower opera�ng cash costs.  
  

For the life of mine, the Company es�mates an average opera�ng cash cost to be between A$850 to A$950 per oz. Assum-

ing a produc�on rate of 40,000oz pa at an average LOM opera�ng cash cost of A$900/oz, no debt, current gold price of 

US$1,585/oz and an exchange rate of AUD/USD of 1.07, Kirkalocka could generate an average annual pre-tax opera�ng cash 

flow of A$23.2M. This is equivalent to net profit aRer tax of approximately A$16.2M (assuming full corporate tax rate), im-

plying an average life-of-mine PE ra�o of 1.2. However, CIP expects opera�ng cash costs at project start up to be lower as 

nearly 20% of the JORC Resources are near surface laterite deposits.  
 

If metallurgical tes�ng in the Recommissioning Study is successful, heap leach processing of lower grade ore will be imple-

mented to further reduce life-of-mine opera�ng costs. In addi�on, the current drilling program is targe�ng high grade min-

eralisa�on zones in close proximity to Curara Well that, if proven, will increase overall head grade and underpin further op-

era�ng cost reduc�on. Current es�mated mine life is 3 to 5 years and is expected to increase with further delinea�on of 

JORC Resources and proving Ore Reserves from the planned drilling program.  
 

Combining these factors and if successful, the overall project economics improve significantly and provide a3rac�ve finan-

cial returns. This development plan will form the base case for the Recommissioning Study.  

Table 3 : Kirkalocka life-of-mine project economics 

Assump+ons
 

Gold Price US$1,585 / oz 

Exchange Rate (AUD/USD) 1.07 

LOM Average Opera�ng Cash Cost  A$900 / oz 

Produc�on Rate 40,000 oz 

Mine Life 3 - 5 years 

Average Annual Pre-tax Opera�ng Cash Flow A$23.2M 

LOM Average Net Profit aRer Tax (30% tax rate) A$16.2M 

NOT FOR REDISTRIBUTION 

Figure 5 : Forward 12-month PE ra+os of ASX Listed Gold Producers versus Mount Magnet’s average life-of-mine PE ra+o 

*Average PE ra�o based on closing prices as at 15/7/11. Forecast 12-month EPS for ASX-listed gold producers are based on Bloomberg consensus data 

as at 3/6/11. Mount Magnet’s PE ra�o is based on assump�ons outlined in Table 3 above. 

Based on Table 3 above, CIP expects Mount Magnet to have an average life-of-mine PE ra�o of 1.2, compared to the aver-

age PE ra�o* for the peer comparison group of 8.6 shown below in Figure 5. CIP believes Mount Magnet’s current share 

price reflects Kirkalocka’s low mine life. However, with further delinea�on of JORC Resources and Ore Reserves that will 

lead to an increase in mine life, CIP expects the Company to be re-rated. 

Peer Comparison 

Mount Magnet’s PE ra�o 

based on life-of-mine costs 
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Appointment of Board Members 
Mount Magnet recently appointed Reg Gillard as Non-Execu�ve Chairman. Reg is also the Non-Execu�ve Chairman of Per-

seus Mining Limited, an emergent African gold producer that is undergoing a transi�on from gold development to produc-

�on of 200,000oz per annum in 2011. Under Reg’s leadership, Perseus Mining Limited’s market capitalisa�on has grown 

from A$3.5M in 2004 to it’s current market capitalisa�on of A$1,200M.  

 

In addi�on, Reg was also the Chairman for Moto Goldmines Limited, a gold explorer in the Democra�c Republic of Congo. 

Reg oversaw the early development of Moto Goldmines Limited, which grew from a market capitalisa�on of A$25M un�l 

its takeover by Randgold Resources Limited and Anglogold Ashan� for C$546M.  

 

Furthermore, Reg also served as the Chairman of Mount Edon Gold Mines Pty Ltd prior to its takeover by Camelot Re-

sources NL and Canada’s Teck Corpora�on for approximately A$200M. His experience will be invaluable to Mount Magnet 

as the Company transi�ons into a gold producer. 

 

Mount Magnet also appointed Patrick Flint to join the Company as Non-Execu�ve Director. Patrick has 17 years of experi-

ence in project acquisi�ons, joint venture nego�a�ons and management. Patrick was the former Chief Financial Officer of 

Moto Goldmines Limited, where he was heavily involved in the acquisi�on and explora�on of the Moto Gold deposits in 

the DRC.  

 

In addi�on, Patrick was also the Director of Tiger Resources Limited where he oversaw the development of the Kipoi Pro-

ject in the DRC to its annual produc�on rate of 35,000tpa of copper. Patrick adds 17 years of experience in project acquisi-

�ons, joint venture nego�a�ons and management to the Company. 

DISCLOSURE & DISCLAIMER 

In accordance with Sec�on 949A of the Corpora�ons Act 2001, Capital Investment Partners (“CIP”) AFSL 292416 advise this 

document contains general advice only, it does not cons�tute personal advice or a securi�es recommenda�on. CIP has not 

taken into account the investment objec�ves, financial situa�on and par�cular needs of any person. CIP advise that you 

should not act on any recommenda�on without first consul�ng your own investment adviser in order to ascertain whether 

the recommenda�on (if any) is appropriate, having regard to your investment objec�ves, financial situa�on and par�cular 

needs.  

 

CIP believes that the informa�on and general advice contained in this publica�on is accurate as at the �me and date of 

issue. To the fullest extent permi3ed by law, each of CIP and its directors, officers, employees and advisers excludes and 

disclaims all liability for any direct or indirect expenses, losses, costs or damages whatsoever arising in any way for any for 

any representa�on, act or omission, whether express or implied (including responsibility to any person by reason of 

negligence). Except for any liability that cannot be excluded by law, CIP does not accept any responsibility in rela�on to the 

Informa�on or the general advice.  

 

CIP and its directors, officers, employees or advisers may hold shares in MUM and therefore may benefit from any increase 

in the price of the securi�es. CIP and its directors, officers, employees or advisers may earn brokerage, fees, commissions, 

other benefits or advantages as a result of a transac�on arising from any general advice men�oned in publica�ons to 

clients.  
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