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Note: This report is based on 
information provided by the 
company as at 9 February 2018

Investment Profile

Share Price ($) as at  
9 February 2018 0.014

Issue Capital:

Ordinary Shares (M) 3,598.4

Options (M) 216.3

Performance Shares 19.9

Fully Diluted (M) 3834.6

Market Capitalisation (M) 50.4

12 month L/H ($) 0.0039/0.026

Board and Management

Directors
Anthony Kiernan – Non Executive Chairman 
Anthony Reilly Executive Director – Corporate 
Affairs
Darren Stralow – Non Executive Director

Management
Angus Thomson – Geology Manager

Major Shareholders – at 31 December 2017

Northern Star Resources Limited 19.0%

Regent Pacific Group Ltd 16.3%

Precision Opportunities Fund Ltd 6.1%

Henghou Industries (Hong Kong) Ltd 4.4%

Balance of Top 20 15.9%

Share Price Performance

Source: ASX

Venturex Resources Limited (VXR)

EXPOSURE TO ZINC COPPER AND COMGLOMETATE GOLD
Venturex owns 100% of two major copper zinc assets in the Pilbara Region of Western 
Australia. Each property has highly prospective projects on approved mining leases with 
no native title issues, together with extensive surrounding land holdings. Sulphur Springs 
has been completed to Definitive Feasibility Stage and the mine has been approved as an 
underground operation, The Company is close to converting that approval into a lower risk 
open cut/underground project, benefitting from a high grade cap. Whim Creek/Mons Cupri is 
the other operational centre, with an existing SXEW operation owned by another party and 
operated at no risk to Venturex and which has generated cash for Venturex from time to time. 
Exploration in the region has been boosted by the excitement over conglomerate gold, and 
Venturex has exposure to the target horizon on its leases.

KEY POINTS
Venturex is focussed on delivering a shovel ready Sulphur Springs with a funding 
pathway – Venturex management have done an excellent job of derisking and adding value 
to the flagship Sulphur Springs project, with more to come. Further de-risking will close 
the gap between the current share price and what the company would be worth if Sulphur 
Springs was in production.

Forecast 2cps NPAT is first year and 0.8cps ongoing put company on PER of 1.6x – At 
our NPV of A$0.069/sh, Venturex would be trading on PER multiples of 8.3x in 2021, and 
3.4x in 2020. Given the strong first year earnings and resultant debt reduction, the company 
could easily trade higher.

The small upper high grade copper cap to deliver significant early cash flow. T  he 
drilling program starting in July 2017 is designed to upgrade the resource status of the 800Kt 
inferred high grade cap which contains some 32Kt of copper, which Venturex estimates adds 
A$133M in pretax NPV to the remaining project NPV of A$205M, and it is all mined and 
sold in the first two years of operation, providing a shot of cash for debt reduction, and the 
opportunity for pre-sale of concentrate, reducing the call on equity.

Global growth momentum appears to be improving, as signalled by higher commodity 
prices and by the stronger AUDUSD. Zinc is in structural shortage following major mine 
closures, and is expected to perform very strongly on any demand strength. Venturex has 
930Kt of zinc in resource, and when operating. Sulphur Springs will provide a life of mine 
exposure of 335Kt of zinc and 146Kt copper.

Whim Creek Sulphide Project (100% owned) has been in the bottom draw for the last 5 
years since the acquisition of Sulphur Springs, but is being re-energized by new exploration 
which is adding zinc to the Salt Creek target and copper to Mons Cupri. There are a number 
of peer companies getting very energetic in the region, which could generate positive news 
flow for Venturex.

VALUATION
Our valuation of Venturex is A$351M, with upside to that number if the Whim Creek assets 
are included. We have chosen not to risk adjust this valuation, because of the pace and scope 
of derisking work the company is undertaking, and because the commodity markets appear 
to be in a broad upward phase, and are likely to generate more positive than negative news 
over the next 12 months. We have assumed that project funding requires an equity issue at 
4cps, with the share dilution making the value per share A$0.069/sh. If the equity was raised 
at A$0.01/sh, the value of Venturex would be A$0.04/sh.The  investment opinion in this report is current as 

at the date of publication. Investors and advisers 
should be aware that over time the circumstances 
of the issuer and/or product may change which 
may affect our investment opinion.
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EARNINGS FORECAST

BALANCE SHEET (M)

Y/E June 2018 2019 2020 2021 2022

Cash 12.6 55.0 73.7 106.6 135.7

Trade and other Receivables 0.1 0.2 22.9 18.9 19.0

Inventories 0.0 0.0 12.5 22.2 32.1

Investments

Other 1.0 1.0 1.0 1.0 1.0

Current Assets 13.7 56.3 110.1 148.7 187.8

PPE 29.3 202.5 196.3 175.5 153.8

Investment in Joint Venture

Exploration & Evaluation

Other

Non-current Assets 29.3 202.5 196.3 175.5 153.8

Total Assets 43.0 258.8 306.5 324.2 341.6

Trade and other Payables 0.0 14.4 12.0 11.4 11.8

Debt 0.0 120.0 96.0 72.0 48.0

Provisions 12.3 12.3 12.3 12.3 12.3

Other

Total Liabilities 12.3 146.8 120.3 95.8 72.2

Net Assets 30.6 112.0 186.2 228.4 269.4

Shareholders’ Equity 30.6 82.0 186.1 228.4 269.4

Shares on Issue (M) 3598 4848 4848 4848 4848

Options Outstanding (M) 236 0 0 0 0

Fully Diluted (M) 3835 4848 4848 4848 4848

Y/E June 2018 2019 2020 2021 2022

Revenue ($M) 1.0 2.7 275.4 226.5 228.1

EBITDA ($M) -0.5 1.2 144.0 93.7 89.6

Reported NPAT ($M) -0.5 1.4 104.2 42.3 41.0

Normalised NPAT ($M) -0.5 1.4 104.2 42.3 41.0

Reported EPS (cps) -0.013 0.027 2.048 0.831 0.806

Normalised EPS (cps) -0.013 0.027 2.048 0.831 0.806

PER -99.3 48.4 0.6 1.6 1.6

DPS 0.0 0.0 0.0 0.0 0.0

Price/Cash (x) -15.9 -0.4 0.9 1.2 1.2

Price/Book (x) 1.6 0.8 0.4 0.3 0.2

PROFIT & LOSS ($M)

Y/E June 2018 2019 2020 2021 2022

Sales Revenue 1.0 2.7 275.4 226.5 228.1

Total Costs -1.5 -1.5 -131.4 -132.8 -138.5

EBITDA -0.5 1.2 144.0 93.7 89.6

Depreciation/Amortisation 0.0 0.0 -24.7 -26.8 -26.9

EBIT -0.5 1.2 119.3 66.9 62.6

Interest 0.0 0.2 -8.7 -6.5 -4.1

Pre-Tax Profit -0.5 1.4 110.6 60.4 58.6

Tax expense 0.0 0.0 -6.4 -18.1 -17.6

Net Profit After Tax -0.5 1.4 104.2 42.3 41.0

Abnormals 0.0 0.0 0.0 0.0 0.0

Reported Net Profit After Tax -0.5 1.4 104.2 42.3 41.0

CASH FLOW (M)

Y/E June 2018 2019 2020 2021 2022

Receipts from customers 1.0 2.5 252.6 230.5 228.0

Payments to suppliers -2.2 12.9 -141.8 -143.1 -148.0

Net interest 0.0 0.2 -8.7 -6.5 -4.1

Tax Paid 0.0 0.0 -6.4 -18.1 -17.6

Other 0.0 0.0 0.0 0.0 0.0

Operating Activities -1.1 15.7 95.7 62.9 58.4

Capital Expenditure 0.0 -173.2 -18.5 -6.0 -5.2

Exploration, Evaluation -2.0 0.0 0.0 0.0 0.0

Asset Sales/Acquisitions 0.0 0.0 0.0 0.0 0.0

Other

Investment Activities -2.0 -173.2 -18.5 -6.0 -5.2

Share Issues /(Buybacks) 15.7 50.0 0.0 0.0 0.0

Debt Drawdown/ (Repaid) 0.0 120.0 -24.0 -24.0 -24.0

Dividends Paid 0.0 0.0 0.0 0.0 0.0

Other -0.9 30.0 -34.5 0.0 0.0

Financing Activities 14.8 200.0 -58.5 -24.0 -24.0

Net Cash 11.6 42.4 18.7 32.9 29.2

Cash at beginning 1.0 12.6 55.0 73.7 106.6

Cash at end 12.6 55.0 73.7 106.6 135.7
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OVERVIEW: BROAD SPREAD OF ASSETS IN THE PILBARA
Figure 1 Location of Sulphur Springs and Whim Creek

Source: VXR presentation 31 May 2017

 � Flagship Sulphur Springs Copper Zinc Project gives Venturex payable exposure to
146Kt of copper and 335Kt of zinc in the proposed feasibility mine plan. The barrier to 
shareholders accessing that exposure is the A$183M pre-production capex cost. We 
expect 2018 will provide a very supportive market for funding zinc copper projects like 
this.

 � The Whim Creek tenements have existing resources and excellent potential for
discovery, and would provide a platform for the next stage of Venturex’ growth once cash 
flow from Sulphur Springs commenced. Alternatively, these assets are valuable in their 
own right, and could be sold to assist the funding of Sulphur Springs.

 � The Pilbara region has become a very exciting region for metals other than iron ore
over the last 12 months, with discoveries of lithium, gold (both conglomerate and 
conventional), nickel and copper. Corporate activity in the region has increased 
with MetalsX taking over the Nifty copper mine and Artemis taking the Radio Hill 
nickel project.

INVESTMENT PROPOSITION
Undervalued de-risking rapidly

 � De-risking is the single greatest source of share price upside. If Venturex was producing
from Sulphur Springs today, we believe it would be trading at A$0.12/sh or more, on a 
PER of 9x earnings at today’s spot price.

 � The NPV of Venturex excluding Whim Creek is A$351M or A$444M including Whim
Creek (Fig 3). We have excluded Whim Creek from our base case on caution, because of 
the age of the data. 

 � Sensitivity is high to AUDUSD and copper/zinc prices, with spot prices giving an NPV of
A$591M excluding Whim Creek.

 � The flow through to shareholders depends on the project funding structure and equity
issue size and price. We assume A$120M in debt, A$30M in offtake prepayment, A$30M 
equity from a strategic investor (zinc customer) and A$20M from existing shareholders.

 � There is a balance between a major equity issue price and NPV per share at A$0.08/sh.
Our base case assumes A$0.04/sh issue price, generating a diluted NPV or A$0.069/sh.

 � If the issue were to occur at A$0.01/sh (vs current market price of A$0.013/sh), the
diluted NPV would be A$0.04/sh

Triggers to drive upside performance

 � De-risking is the big upside driver. Major sources of de-risking include:

 � Clarity of project funding

 � Completion of construction on budget
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� Completion of ramp up to expected output and opex metrics

� Triggers in the more immediate future include:

� Definition of the upper high grade zone sufficient to be include in banking 
and prepayment discussions, potentially reducing the requirement for equity (brings more 

certainty to cash flow, allows debt and concentrate pre-payments to be settled)

 � Delivery of full regulatory approval expected by mid 2018

 � Announcement of strategic partner to assist in equity raising

 � Continuing strength in the zinc and copper prices

 � Realization by institutional investors that they are not automatically guaranteed
participation in raisings to fund new projects, unless they are already on the register and 
in the conversation. Gaining zinc exposure is difficult for the institutional investors

 � Activities of regional peers including Artemis and DeGrey could generate positive news

Risks

 � Strengthening AUDUSD

 � Commodity price volatility

 � Onerous regulatory approval conditions for Sulphur Springs

 � Project delivery particularly in the Pilbara with the cyclone season from December to
April.

 � Equity and debt market sentiment

SENSITIVITY

� The valuation is sensitive to the AUDUSD and to zinc and copper prices. The strong
AUDUSD is a concern, but it appears to be rising synchronously with stronger global
growth, particularly in China, and this is being reflected in stronger commodity prices,
offsetting the currency.

Figure 2 Sensitivities

Sensitivities

Without Whim With Whim

Valuation at Spot in A$M 590.7 763.0

Increase AUDUSD by 0.05 decreases NPV by -80.1 -109.2

Copper increase of A$0.30/lb increases NPV by 62.0 90.5

Zinc price increase of A$0.10/lb increases NPV by 43.4 54.3

Valuation in A$/sh (5085M shares on Issue)

Valuation at Spot A$/sh 0.116 0.150

Increase AUDUSD by 0.05 decreases NPV by -0.016 -0.021

Copper increase of A$0.30/lb increases NPV by 0.012 0.018

Zinc price increase of A$0.10/lb increases NPV by 0.009 0.011

Source: IIR
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VALUATION

Figure 3 Valuation Scenarios

NPV @ June 2019 ie after Dilution SS Only Incl Whim Jun-18 Spot

WACC 7.9%

Sulphur Springs 385.1 385.1 196.4 624.2

Whim Creek Sulphide Project 0.0 92.5 85.8 0.0

Corporate -8.9 -8.9 -9.2 -8.9

Tax Shield (Losses x 30%) 24.8 24.8 23.4 24.6

Other 29.2 29.2 -1.2 29.3

NPV Operations 429.3 521.9 296.6 668.4

Cash 55.0 55.0 12.6 55.5

Debt -120.0 -120.0 0.0 -120.0

Working Capital -13.2 -13.2 1.1 -13.2

Total A$M 351.2 443.7 310.2 590.7

Est. Shares on Issue at June 2019 M 5085 5085 3835 5085

NPV A$/sh 0.069 0.087 0.081 0.116

Assumed Issue Price A$/sh 0.040 0.040 0.040 0.040

Source: IIR, Consensus Economics Inc., Venturex Value Engineering Study 16 February 2017

 � Our base case valuation of Venturex (“SS – Sulphur Springs- Only) is on consensus
assumptions and is the NPV at 30 June 2019, so the per share valuation shows the 
impact of the issue dilution from raising equity at A$0.04/sh. Our base case 
excludes Whim Creek. The valuation is A$351M or A$0.069/sh. 

 � “Incl Whim” includes Whim Creek run at 30 June 2019 on Consensus, issue at 4cps,
with the cash flow from Sulphur Springs funding the development of Whim 
Creek. Venturex is valued at 8.1cps in this scenario.

 � “Spot” is the SS Only valuation at spot prices (2 February 2018) and assuming 2.1% pa
inflation in costs and prices. If Sulphur Springs was producing today at current prices, we 
believe the market in Venturex shares would be trading at 12cps.

 � June 2018 is the SS Only case with the valuation as at June 2018, before the impact of
the equity issue. 

 � The volume and costs are based on the comprehensive Value Engineering Study release
dated 16 February 2017. The major difference is that we have assumed a 3% copper for 
the high grade cap, compared to 4.2% in the Study.

 � The discount rate of 7.9% has been estimated using the Capital Asset Pricing Model,
using a gearing of 60%, 9.9% cost of debt pre tax at 30%, and a 9.3% cost of equity.

Figure 4 Commodity assumptions

Assumptions Spot 2018 2019 2020 2021 2022 2023 2024 2025

Copper Price US$/lb 3.19 2.86 3.01 3.10 3.15 3.18 3.20 3.21 3.23

Zinc US$/lb 1.59 1.37 1.38 1.26 1.19 1.17 1.18 1.19 1.21

Lead US$/lb 1.19 1.07 1.05 1.00 0.98 0.98 0.98 0.98 0.98

Silver US$/oz 16.57 17.34 17.82 18.58 18.99 19.35 19.45 19.47 19.50

Gold US$/oz 1332 1268 1289 1304 1307 1308 1310 1315 1320

AUDUSD 0.800 0.773 0.761 0.750 0.747 0.753 0.759 0.762 0.762

TCRC Copper US$/wmt conc 102 97 111 127 135 136 137 138 138

TCRC Copper US$/lb pay 0.10 0.10 0.11 0.13 0.14 0.14 0.14 0.14 0.14

TCRC Zinc US$/t 253 184 185 168 158 156 157 159 161

Inflation 0.7% 2.1% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Borrowing Rate 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0%

Tax Rate 30% 30% 30% 30% 30% 30% 30% 30% 30%

Source: Consensus Economics for forecasts, Bloomberg for spot prices 2 Feb 2018
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STRATEGY
Value add at Sulphur Springs through over next 3-6 months

 � Update Sulphur Springs reserves. The company will take a month or two to remodel
the upper high grade copper resource, interpret the very high grade zinc intersections 
picked up by the same drilling and adapt the project to the high grade cap metallurgical 
test results.

� Regulatory approvals – expected by mid 2018. As announced on 19 July 2017, the EPA
has decided on “Environmental Review – No Public Comment”.

� Funding pathway – Clarity on project funding would derisk the company substantially.

 � Let others do the work – The conglomerate gold story is unfolding around Venturex.
Once the techniques for finding this type of deposit economically are developed and 
refined, Venturex is in a good position to take advantage of them.

FINANCIAL POSITION AND PROJECT FUNDING

Cash is a very healthy 

 � At 31 December 2017, the cash balance was A$5.0M

 � There are 216M options on issue with a 3cps exercise cost. We expect share price
appreciation to above that level, triggering the exercise and raising A$6.5M.

 � The company is likely to see a restart to payments from the Blackrock royalty, amounting
to A$1-1.2M in CY18, on our estimates. 

Blackrock royalty is likely to restart driven by volume and copper price

 � We estimate that the Blackrock Minerals SXEW operation based at Venturex’ Whim
Creek plant site will restart royalty payments to Venturex in the current quarter.  Venturex 
owns the site and the ore stockpiles but not the SXEW plant. Blackrock have the right to 
extract copper from the dumps and any material they add to the dumps up to December 
2018. They cover the lease expenditure and pay Venturex 49% of EBIT as a royalty.

 � These payments are estimated to be A$1-1.2M in CY2018 before tax.

 � Venturex provides no guidance, so we have based our forecasts on the Joint Venture
history. In early 2016, Venturex and Blackrock renegotiated the royalty and Blackrock paid 
A$500K up front against future profits, but encountered lower productivity than expected 
and the copper price fell. We believe they have worked through these issues and expect 
a return to royalty payments driven by:

 � The increasing copper price from US$2.40/lb in December 2017 quarter to a current spot
of US$3.20/lb (our forecasts are based on consensus forecasts of US$3.02/lb).

 � The 50Kt of 1.5% copper ore from Artemis has been on site sufficient time for it to be
contributing. The ore contains ~750t of copper and we expect Blackrock will recover as 
much as possible by the end of their contract in December 2018. We expect this 50Kt 
of ore to add 100t copper metal/qtr to output.

 � The heap turning process should be well advanced, which restores heap permeability,
improving the area of contact between leach acid and mineral, and therefore copper 
recovery.

Pilbara Minerals funding provides a case study for venturex

 � Venturex had appointed Burnvoir to lead the project funding, but that relationship has
been on hold while the exploration program has been underway. Venturex shareholders 
should note Burnvoir’s approach to funding the start-up of Pilbara Minerals, because it 
was a similar deal size for a small capitalization company and included:

 � US$100M bond issue.

 � A$53M equity placement to major shareholder Mineral Resources, and institutional
investors.

 � A$27M (US$20M) equity placement to offtake partner Jiangxi Ganfeng.

 � A$15M Share Purchase Plan to existing shareholders.
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Our assumed funding package

 � A similar funding package for Sulphur Springs would include:

 � 60% debt funding amounting to A$120M in project finance

 � Prepayment of A$30M for part of the concentrate from the high grade cap

 � Offtake partner equity contribution of A$30M (eg Toho Zinc seeking to improve
concentrate supply)

 � Equity from existing shareholders and institutions of A$20M

Venturex should not issue equity for project funding below a$0.04/Sh

Figure 5 Effect of equity issue price on Venturex NPV per Share (Excluding the value of Whim Creek)

Source: IIR estimates

 � Once Venturex has delivered a fully approved Sulphur Springs with a credible funding
pathway to the market, the share price should react by rising to A$0.04/sh. If the share 
market fails to respond in that way, the company should sell Sulphur Springs, or wait 
for the equity market to catch up, which it will eventually do as the zinc price rises in 
response to the structural supply shortage.

 � Our base case assumes A$50M in equity is required to fund the construction of Sulphur
Springs, of which, A$30M is provided by an Offtake Partner. Toho Zinc has rights to 
the zinc concentrate from Sulphur Springs, but it would be incentivised to provide 
equity funding the alleviate the current zinc concentrate shortage, and to secure a 
strategic equity interest in a supplier. An equity price at a premium to market is a 
definite possibility, but for now we assume the Offtake Partner pays the same share 
price as all new equity.

 � Figure 5 highlights the impact of different issue prices on the resultant NPV per share.

 � At an issue price of A$0.01/sh the NPV of VXR is A$0.04/sh, and upside of 300%, which
means existing shareholdings are allowing themselves to be discounted heavily, and are 
allowing too much upside to the providers of new capital. This level of discount to value 
would be excessive.

 � At around A$0.08/sh issue price, the NPV would be A$0.079/sh, ie the point at which
NPV and issue price are in balance. The new issue may have to be at a discount to 
valuation, and so an issue price of between A$0.04/sh and A$0.08/sh may eventuate. 
The NPV of the project at spot prices is higher, and it is largely up to existing 
shareholders to resolve any imbalance.

Value recovery for long term shareholders is in sight

� A bigger challenge for the board and its team is to deliver share price appreciation to its long 
term shareholders whose entry prices are higher than current levels. Major shareholder
Regent Pacific has an average entry price around A$0.075/sh.

� We see the potential for Regent Pacific to make a profit on its holding. Part comes from
delivery of Sulphur Springs, and part from an increase in zinc prices, or exploration
upside at both projects.

� Venturex share price appreciation is all about derisking. The greatest risk to any current
investor now is that the project stagnates without achieving funding close and project
construction, and the cycle passes by without developing a project.
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PILBARA NEIGHBOURS ADDING VALUE TO VXR
In the last year, the search for “conglomerate gold” in the Pilbara has been of considerable 
interest to the market, driven by the stellar share price performance of Novo Resources. That 
and the general lift in sentiment and funding in the junior sector has meant that a number of 
other companies are actively exploring either on Venturex’s tenement boundaries, exploring 
target styles that may be repeated in Venturex’s tenements, or providing other value adding 
opportunities.

Artemis may provide cash flow near term, and processing for Whim Creek

Figure 6 Artemis lease holdings and asset locations

Source: ARV result release 14 March 2017

� Artemis Resources Limited (ASX:ARV) has contracted to sell 50Kt of 1.5% Cu

oxide ore at A$6/t from Whundo to Blackrock Metals SXEW plant from which VXR
receives a profit royalty. There is potential for a further 30Kt at 3-4% Cu to be sold.
We expect this will assist in restarting payment of the Blackrock Royalty.

 � ARV is planning to refurbish its recently purchased Radio Hill sulphide processing plant,
with feed to come from Whundo (1.7Mt at 1.1% Cu), and Radio Hill mine (4.02Mt at 
0.51% Ni 8.88% Cu). The processing plant would have a capacity of 425Ktpa and cost 
A$4.6-5.2M to refurbish.

 � There is potential for VXR 100% owned Whim Creek Sulphide ore to be trucked to Radio
Hill for processing, providing a very low capital cost path to monetizing VXR’s resource 
base in the Whim Creek Area.

 � Venturex’ Whim Creek site is just off map to east, around 100Km by road.
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Degrey proposing a plant 25km east of vxr’s whim creek

Figure 7 Location of DeGrey Assets

Source: DeGrey website

 � Degrey Mining Limited (ASX:DEG) is proposing building a 1Mtpa CIL processing plant
including a fresh sulphide flotation/ultra grind circuit to process about 5-8% of the 
throughput. This plant will be 25Km from VXR’s Whim Creek sulphide deposits, and may 
also represent a potential low capex path to market.

 � DEG also has a discovery at Loudons Patch which appears to straddle the lease boundary
with Venturex’ Wim Creek tenements at the western end of the blue tenement in the 
figure above.

Tando (TNO) has Quartz Bore adjoining Salt Creek/Whim Creek to north 

Figure 8 Quartz Bore location

Source: Tando Resources presentation 6 November 2017

� Tando’s December quarterly activities report (31 January 2018) for Quartz Bore

reported thick zones of sulphide mineralization in each of the four holes drilled.
Assays are expected in February. Venturex has no interest in this except it is a similar
target to Venturex’ Salt Creek project, in the adjoining tenement to the west, in
similar geology.
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Whim Creek gold potential

Figure 9 Whim Creek tenements showing gold potential

Source: Activities release 31 January 2018

SULPHUR SPRINGS COPPER ZINC BASE CASE PROJECT

Sulphur Springs high grade cap: A major value source

As much as one third of the NPV (ie A$100M) of the Sulphur Springs Project is in the 
high grade cap, with a reported inferred resource of 800Kt at 4.1% copper and 1% zinc, 
containing some 33kt of copper. For financing, the banks would require that the resource be 
upgraded to at least indicated status, and that has prompted the recent drilling. 

Because of the rugged terrain, the drill program was only ever going to test 60% of the upper 
high grade.

The program obtained core from 14 diamond drill holes detailed in full in the VXR release of 
31 January 2018. The company has published six north-south sections from 728780mE to 
7288880mE, from which we have created the table in Figure 10.

While our calculations are approximate, and we do not have the actual rock densities, we 
estimate the drilling has proven up to indicated something in the order of 470Kt at 3% 
copper, which in our view is sufficient to support the inclusion of 879Kt at 3% copper in our 
valuation model. 
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The resource grade when calculated by VXR could well be higher, ie the 3.9% copper grade 
used in the company’s project mine plan, given the much higher grade intercepts included in 
the drill results, but we believe we are taking a more conservative approach for now.

To the west and east of these sections, the copper grades fall away and are replaced by high 
zinc grades averaging 7% zinc. The high grade cap continues to the south east. The presence 
of significant high grade zinc is new, and has yet to be included in the company’s or our 
modelling.

Figure 10 Back of envelope resource calculation for upper high grade in drilled sections

Section Section  
Area m2

Section 
Interval m

Volume  
BCM

Kt ( @ SG 
3.8)

Ave Grade  
% Cu Cu tonnes

728780 600 10 6000 22800 4.03 919

728800 800 20 14000 53200 2.28 1213

728820 2800 20 36000 136800 2.64 3616

728840 2000 20 48000 182400 3.12 5695

10 20000 76000 3.42 2599

Total/Ave 124000 471200 2.98 14043

Mine Plan 880000 3.90 34320

Resource 800000 4.20 33600

Source: VXR release 31 January 2018, IIR estimates (Col. 4 =Average of Col 2 x Col 3)

Timing of project delivery: approvals on track, drilling on track 

Figure 11 Preliminary Work Schedule as at February 2017

Source: Value Engineering Study 16 February 2016

 � Since the schedule in Figure 11 was published, the EPA has advised that the level of
assessment required for permitting is the shorter form, and the drilling and testwork is 
approaching completion. Funding is the next key issue to resolve.

 � Our financial modelling assumes that there is six months slippage in the schedule, but
on current performance the current schedule in on track in terms of quarters.

 Mining at Sulphur Springs

 � Initial production will come from the Sulphur Springs open cut, then the Sulphur Springs
underground, and finally the Kangaroo Caves underground. 
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Figure 12 Initial open cut transitioning to underground

Source: Value Engineering Study release 16 February 2017

 � The open cut will mine the high grade cap on the way to the main orebodies, and there
may be changes to the pit shell if the footwall exploration is successful.

 � The underground mine has been planned to the current limit of the orebody, but there
are indications that deeper drilling will reveal additional mineralization which may also be 
economic to mine.

� The current plan is to start mining at the Kangaroo Caves underground in year 8 to
supplement declining production at Sulphur Springs (Figure 14).

Reserves and resources

Figure 13 Sulphur Springs Resources and Reserves

Sulphur Springs Metals Project Resources

000t Cu % Zn % Pb % Ag g/t Au g/t Vaue 
A$/t

Sulphur Springs (May 2016)

Indicated - Fresh 6.7 1.30 4.30 17.00 226.7

Indicated - Transition 1.6 1.50 4.10 18.00 237.6

Indicated 8.3 1.34 4.26 0.00 17.19 0.00 228.8

Inferred - Fresh 3.7 1.10 4.00 17.00 203.2

Inferred - Transition 0.6 1.40 3.90 20.00 225.8

Inferred - high grade cap 0.8 4.20 0.80 23.00 333.4

Inferred 5.1 1.56 3.36 0.00 14.69 0.00 220.1

Sub-total 13.4 1.42 3.92 0.00 16.24 0.00 225.5

Kangaroo Caves (Sept 2015)

Indicated 2.3 0.93 5.70 13.60 233.1

Inferred 1.3 0.50 6.50 18.00 223.8

Sub-total 3.6 0.77 5.99 0.00 15.21 0.00 229.7

Total

Open Cut 10.6 1.42 3.92 0.00 16.24 0.00 225.5

Underground 6.4 0.77 5.99 0.00 15.21 0.00 229.7

Total 17.0 1.29 4.35 0.00 16.02 0.00 226.4

Note: Revenue Value at Cu US$3.00/lb, Zn A$1.20/lb & Pb US$1.00/lb, Ag US$15/oz Au US$1200/oz AUDUSD 0.75

Source: VXR Kangaroo Caves resource update 22nd September 2015, and resource update for Sulphur Springs 11th 
May 2016, and included in the 2017 VXR annual report.

 � The reserve for Sulphur Springs is likely to change materially with the inclusion for the
first time of the high grade cap following the recent drilling program. 
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Sulphur Springs financial model 

Figure 14 Sulphur Springs Production Volumes

Sulphur Springs 

Year Ended June Total 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

OPEN CUT MINING

Waste Mined Mt 41.74 4.00 10.41 10.13 10.16 6.31 0.71 0.02

Supergene Ore Mined  
Mt 0.88 0.69 0.19

Copper Grade % 5.8% 3.0% 2.8%

Contained Copper Kt 25.99 20.70 5.29

Primary Ore Mined Mt 4.13 0.23 0.81 0.99 1.00 1.00 0.10

Copper Grade % 2.6% 1.7% 1.1% 1.2% 1.5% 1.6%

Zinc Grade% 0.6% 2.7% 5.0% 3.5% 4.5% 6.4%

Contained Copper Kt 54.06 3.21 11.34 10.85 12.02 15.00 1.65

Contained Zinc Kt 168.42 5.73 26.73 49.30 35.07 45.00 6.59

Ore Mined Mt 5.01 0.92 1.00 0.99 1.00 1.00 0.10

Copper Grade % 0.10 0.03 0.02 0.01 0.01 0.02 0.02

Zinc Grade% 0.23 0.01 0.03 0.05 0.04 0.05 0.06

Grade Ag g/t 85.01 4.19 13.62 16.80 16.80 16.80 16.80

Contained Copper Kt 80.1 0.00 23.91 16.63 10.85 12.02 15.00 1.65

Contained Zinc Kt 168.4 0.00 5.73 26.73 49.30 35.07 45.00 6.59

SULPHUR SPRINGS UG

Ore Mined Mt 4.9 0.14 0.69 1.02 0.99 1.03 0.76 0.25

Copper Grade % 1.9% 1.4% 1.6% 1.3% 1.2% 1.3% 1.2%

Zinc Grade% 3.3% 4.1% 4.0% 3.8% 3.8% 3.2% 2.0%

Contained Copper Kt 66.9 2.72 9.70 16.37 12.86 12.37 9.91 3.00

Contained Zinc Kt 180.2 4.72 28.41 40.92 37.58 39.18 24.38 5.00

KANGAROO CAVES

Ore Mined Mt 1.8 0.00 0.19 0.44 0.43 0.43 0.34

Copper Grade % 0.0% 0.6% 0.7% 0.8% 0.7% 0.6%

Zinc Grade% 0.0% 4.7% 4.1% 3.7% 3.0% 4.1%

Contained Copper Kt 12.7 0.00 1.16 3.09 3.46 3.01 2.02

Contained Zinc Kt 69.9 0.00 9.07 18.12 16.02 12.90 13.82

TOTAL MINED

Total Ore Mined Mt 11.7 0.00 0.92 1.00 0.99 1.00 1.14 0.80 1.02 1.18 1.47 1.20 0.68 0.34

Copper Grade % 0.0% 2.6% 1.7% 1.1% 1.2% 1.6% 1.4% 1.6% 1.2% 1.0% 1.1% 0.9% 0.6%

Zinc Grade% 0.0% 0.6% 2.7% 5.0% 3.5% 4.3% 4.4% 4.0% 3.9% 3.9% 3.4% 2.6% 4.1%

Grade Ag g/t 0.00 4.19 13.62 16.80 16.80 16.79 16.71 16.70 15.67 14.81 14.42 12.72 10.40

Contained Copper Kt 159.7 0.00 23.91 16.63 10.85 12.02 17.72 11.35 16.37 14.02 15.47 13.37 6.01 2.02

Contained Zinc Kt 418.5 0.00 5.73 26.73 49.30 35.07 49.72 35.01 40.92 46.65 57.30 40.41 17.90 13.82

Source: Value Engineering Study release 16 February 2017, but with high grade cap grade reduced to 3%.

 � The plan processes all ore through the plant built on site, including the upper high grade.

 � There is the possibility that the upper high grade, or part of it, could be separated into a
direct shipping ore and sold as mined after a simple crush and screen. This depends on 
metallurgical test work that will follow the current drilling program. The crushing plant 
would be by a temporary contractor, and the effect would be to generate cash flow 
earlier to reduce the peak cash draw.

 � The processing plant is a conventional design for these kind of polymetallic deposits. The
major challenges of the region will be gaining and maintaining all weather access in the 
cyclone prone Pilbara.
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 � The commodity assumptions and currency assumptions used come from the January
2018 survey by Consensus Economics and represent the average of major forecasting 
houses. These forecasts are nominal, that is, they are in the inflated money in the year 
being forecast.

 � We have assumed treatment charges in line with long term average smelter share of the
metal price. However, and a result of the shortage of zinc concentrate that is 
occurring, the 2018 zinc treatment charges have been negotiated with no commodity 
price linked rise or fall, which is very unusual, and reflects the difficult position the 
smelters are experiencing at present.

� The Value Engineering Study has provided the costs as categorized in Figure 16. We have
escalated operating and capital costs in line with our inflation expectations of 2.1% pa

Figure 15 Sulphur Springs Ore Processing Schedule

Sulphur Springs Sulphide

Project Year 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

ORE PROCESSED

Total Ore Processed Mt 11.77 0.00 0.92 1.00 1.00 1.00 1.00 0.96 1.00 1.00 1.00 1.00 1.00 0.89

Copper Grade % 0.0% 3.4% 1.8% 1.1% 1.2% 1.4% 1.5% 1.6% 1.3% 1.2% 1.2% 0.8% 0.7%

Zinc Grade% 0.0% 1.0% 2.8% 4.9% 3.5% 4.1% 4.6% 4.0% 3.8% 3.9% 3.4% 3.3% 3.8%

Grade Ag g/t 0.00 3.14 11.26 16.01 16.80 16.79 16.73 16.70 15.93 15.03 14.52 13.14 10.98

Contained Copper Kt 167.9 0.0 31.2 18.0 11.0 12.0 14.0 14.3 16.0 13.0 12.0 12.0 8.0 6.2

Contained Zinc Kt 424.1 0.0 9.2 28.0 49.1 35.0 41.0 44.0 40.1 38.0 39.0 34.0 33.1 33.6

Contained Ag Koz 5302 0.0 92.8 361.8 516.2 540.2 539.9 514.3 538.7 512.2 483.1 466.7 423.8 312.4

Recovery Cu 90% 90% 90% 90% 90% 90% 90% 90% 90% 90% 90% 90% 90%

Recovery Zinc 93% 93% 93% 93% 93% 93% 93% 93% 93% 93% 93% 93% 93%

Recovery Ag 46% 46% 46% 46% 46% 46% 46% 46% 46% 46% 46% 46% 46%

Copper Con Grade (dry 
basis) 26% 26% 26% 26% 26% 26% 26% 26% 26% 26% 26% 26% 26%

Zinc Con Grade (dry 
basis) 55% 55% 55% 55% 55% 55% 55% 55% 55% 55% 55% 55% 55%

Cu Concentrate Kwmt 623.0 0.0 116.0 66.7 40.9 44.5 52.0 53.2 59.6 48.2 44.5 44.5 29.8 23.0

Zn Concentrate Kwmt 774.5 0.0 16.8 51.1 89.7 63.9 74.9 80.3 73.3 69.4 71.2 62.1 60.4 61.4

Payable Cu 97% 97% 97% 97% 97% 97% 97% 97% 97% 97% 97% 97% 97%

Payable Zn 85% 85% 85% 85% 85% 85% 85% 85% 85% 85% 85% 85% 85%

Payable Ag 90% 90% 90% 90% 90% 90% 90% 90% 90% 90% 90% 90% 90%

Sales Copper Kt 
payable 145.8 0.0 27.1 15.6 9.6 10.4 12.2 12.5 13.9 11.3 10.4 10.4 7.0 5.4

Sales Zinc Kt payable 335.3 0.0 7.3 22.1 38.9 27.7 32.4 34.8 31.7 30.0 30.8 26.9 26.2 26.6

Sales Silver Koz 
payable 2190 0 38 149 213 223 223 212 223 212 200 193 175 129

Source: Value Engineering Study release 16 February 2017, but with high grade cap grade reduced to 3%.
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Figure 16 Sulphur Springs Operating and Capital Costs

Sulphur Springs Sulphide

Project Year 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

COST CALCULATION

Mill & Admin A$/t 
processed 42.26 43.10 43.96 44.84 45.74 46.65 47.59 48.54 49.51 50.50 51.51 52.54 53.59

Concentrate Road 
A$/t con 31.9 32.5 33.2 33.8 34.5 35.2 35.9 36.6 37.4 38.1 38.9 39.7 40.4

Concentrate Shipping 
A$/t con 127.6 130.1 132.7 135.4 138.1 140.8 143.7 146.5 149.5 152.5 155.5 158.6 161.8

Mining Cost  A$M 546.0 0.0 38.5 44.6 45.8 41.2 44.0 49.1 43.9 52.4 79.7 55.0 36.5 15.4

Processing & Admin 
A$M 566.7 0.0 39.6 43.9 45.0 45.7 46.7 45.5 48.7 49.5 50.5 51.5 52.7 47.4

Total Site A$M 1112.8 0.0 78.1 88.6 90.8 86.9 90.6 94.6 92.5 101.9 130.2 106.5 89.2 62.8

Haulage A$M 50.5 0.0 4.3 3.9 4.4 3.7 4.5 4.8 4.9 4.4 4.4 4.1 3.6 3.4

Shipping A$M 201.9 0.0 17.3 15.6 17.7 15.0 17.9 19.2 19.5 17.6 17.6 16.6 14.3 13.7

TCRC A$M 269.5 0.0 25.4 22.5 23.6 20.5 24.0 25.3 25.8 22.9 22.7 21.6 18.3 17.0

Royalty 117.9 0.0 12.8 10.3 10.2 8.9 10.3 10.9 11.1 9.8 9.7 9.2 7.7 7.1

Total Cost A$M 1753 0.0 137.8 141.0 146.8 135.0 147.3 154.7 153.7 156.5 184.7 158.0 133.0 104.0

P&L Inventory Change 1.8 0.0 -12.5 -9.7 -9.9 4.0 5.1 -0.2 -0.6 -17.1 -32.6 3.8 31.6 39.8

Total P&L Expense 1754 0.0 125.3 131.2 136.9 139.0 152.4 154.5 153.2 139.4 152.1 161.8 164.6 143.8

CAPEX

Sulphur Springs A$M 0.0 173.2 18.5 6.0 5.2 13.3 21.3 13.5 8.5 18.4 12.9 4.2 3.3 17.6

Salvage Value A$M 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total Capex A$M 315.9 173.2 18.5 6.0 5.2 13.3 21.3 13.5 8.5 18.4 12.9 4.2 3.3 17.6

Source: Value Engineering Study release 16 February 2017, but with high grade cap grade reduced to 3%.

Figure 17 Sulphur Springs Financials and Commodity Assumptions

Sulphur Springs Sulphide

Project Year 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

REVENUE CALCULATION

Copper Price US$/lb 3.01 3.10 3.15 3.18 3.20 3.21 3.23 3.24 3.26 3.32 3.39 3.45 3.52

Zinc Price US$/lb 1.38 1.26 1.19 1.17 1.18 1.19 1.21 1.22 1.23 1.26 1.28 1.31 1.33

AUDUSD 0.761 0.750 0.747 0.753 0.759 0.762 0.762 0.762 0.762 0.762 0.762 0.762 0.762

Copper Revenue A$M 1372 0.0 247.6 145.2 89.2 96.9 113.1 116.3 130.7 106.5 100.1 102.1 69.7 54.9

Zinc Revenue A$M 1198 0.0 26.8 77.5 133.4 94.7 111.8 121.4 112.1 107.2 112.1 99.7 99.0 102.6

Silver Revenue A$M 57 0.0 0.9 3.8 5.5 5.7 5.7 5.4 5.7 5.4 5.2 5.2 4.8 3.6

Total A$M 2628 0.0 275.4 226.5 228.1 197.3 230.6 243.2 248.5 219.2 217.5 207.0 173.5 161.1

PROFIT & LOSS

Revenue 2628 0 275 226 228 197 231 243 249 219 218 207 173 161

Cost -1754 0 -125 -131 -137 -139 -152 -155 -153 -139 -152 -162 -165 -144

EBITDA 874 0 150 95 91 58 78 89 95 80 65 45 9 17

D&A -316 0 -25 -27 -27 -27 -27 -26 -27 -27 -27 -27 -27 -24

EBIT 558 0 125 68 64 32 51 63 68 53 39 18 -18 -7

Byproduct Credit A$M 1091 0 0 72 124 89 104 113 105 100 104 93 92 94

Net Cost A$M 538 0 0 59 13 50 48 42 49 39 48 69 72 49

Net Cost A$/lb Cu 0.00 0.00 1.71 0.63 2.17 1.79 1.52 1.58 1.58 2.08 2.99 4.71 4.16

CASH FLOW

Cash Flow from 
Operations 708 0 104 68 65 52 66 70 74 52 31 42 36 47

Capex -316 -173 -19 -6 -5 -13 -21 -14 -9 -18 -13 -4 -3 -18

Free Cash Flow After 
Tax 392 -173 85 62 60 38 45 56 66 34 18 38 33 29

Cumulative Cash A$M -173 -54 25 101 150 213 287 374 418 438 483 520 559

Post Tax NPV @ 8% 196

Pre Tax NPV @ 8% 306

Source: Value Engineering Study release 16 February 2017, but with high grade cap grade reduced to 3%.
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WHIM CREEK COPPER ZINC BASE CASE PROJECT
Figure 18 Deposits feeding the proposed Whim Creek Project

Source: VXR release 14 April 2016

 � The region was originally a copper mining centre in the early 1900’s. Texas Gulf was a
major explorer in the 1970’s, and discovered Salt Creek in 1974.

 � The first modern mine development on these leases was in 2003, when Straits
Resources developed the Whim Creek operation, starting production in the first half 
of 2004. Straits was focussed on producing copper cathode by processing oxide ore 
through a heap leach SXEW process. First copper was produced in June 2005. Mining 
Mons Cupri commenced 12 months later.

 � In August 2009, after producing 10Kt of cathode in the year to June 2009, Straits sold the
plant excluding the crusher to Finders (ASX:FND) for its Wetar project in Indonesia, and 
the Whim Creek tenement package was sold to Venturex Resources.

 � The plant site retains its offices, workshops, bore field and is where the current Blackrock
SXEW operation is located. Blackrock manage the lease expenditure commitments, site 
security, and any environmental issues relating to the leach ponds from existing and 
previous workings.

 � While Venturex put a scoping study together in 2010 built on a 9 year life, around the
Whim deposits, the company has struggled to progress the project, with the more 
recently acquired Sulphur Springs project absorbing most of the company’s cash.

 � On the same assumptions at our Sulphur Springs Model, the 2010 plan generates a
project after tax NPV of A$92.5M. We have not included this valuation in our base case 
because of the age of and low level of confidence in the estimates. In particular, ore 
volumes and grades are the main uncertainties.
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Reserves and resources – more work needed

 � Polymetalic deposits are complicated to rank so we have added the revenue value (ie
including the impact of metallurgical recovery and payment terms but not including 
capital and operating costs). The in ground revenue value provides a guide as to where 
value lies, but readers should be mindfull that higher values are typically required for 
underground mines compares to open cuts.

� This is a small project, which would be de-risked considerably if the resource could be
increased. Mons Cupri is the engine room of the project, but the NPV is very sensitive to
the contributions of the other three mines.

Figure 19 Whim Project resources

WHIM CREEK MINING RESOURCE

000t Cu % Zn % Pb % Ag g/t Au g/t Vaue A$/t

Open Cut              

Whim Creek 971 2.10 1.10 0.20 10.30 0.10 208.5

Mons Cupri 4607 0.90 1.30 0.50 24.10 0.10 135.7

Sub-total 5578 1.11 1.27 0.45 21.70 0.10 148.4

Underground              

Salt Creek 1003 2.00 7.00 2.10 52.00 0.30 435.7

Evelyn 657 1.80 3.70 0.30 35.90 0.80 305.3

Sub-total 1660 1.92 5.69 1.39 45.63 0.50 384.1

Total              

Open Cut 1974 1.11 1.27 0.45 21.70 0.10 148.4

Underground 5264 1.92 5.69 1.39 45.63 0.50 384.1

Total 7238 1.30 2.28 0.66 27.19 0.19 202.4

Contained Metal (Kt, Koz)              

Whim Creek   2.04 1.07 0.19 10.00 0.10  

Mons Cupri   4.15 5.99 2.30 111.03 0.46  

Salt Creek   6.19 7.06 2.50 121.03 0.56  

Evelyn   0.00 0.00 0.00 0.00 0.00  

Total   12.37 14.11 5.00 242.06 1.12  

Note: Revenue Value at Cu US$3.00/lb, Zn A$1.20/lb & Pb US$1.00/lb, Ag US$15/oz Au US$1200/oz AUDUSD 0.75

Source: VXR annual report 2017

Figure 20 Assumptions used to estimate revenue value

WHIM CREEK IN GROUND REVENUE VALUE ASSUMPTIONS

Copper Zinc Lead Silver Gold

Price US$/lb, US$/oz 3.00 1.20 1.00 15.00 1200

AUDUSD 0.75 0.75 0.75 0.75 0.75

Recovery to Cu Con. 92%     30% 60%

Recovery to Zn Con   85%   8% 30%

Recovery to Pb Con.     80% 60%  

Payable in Cu Con. 96%     100% 100%

Payable in Zn Con.   89%   100% 100%

Payable in Pb Con.     94% 100% 100%

Source: IIR estimates, VRX 2010 scoping study

Figure 21 Reserves that fed into a 2012 Sulphur Springs DFS since superceded

WHIM CREEK RESERVES

000t Cu % Zn % Pb % Ag g/t Au g/t Vaue A$/t

Open Cut              

Whim Creek 221 2.70 1.30 0.70 10.80 0.10 271.9

Mons Cupri 951 1.70 2.20 1.00 47.00 0.30 256.8

Sub-total 1172 1.89 2.03 0.94 40.17 0.26 259.6

Note: Revenue Value at Cu US$3.00/lb, Zn A$1.20/lb & Pb US$1.00/lb, Ag US$15/oz Au US$1200/oz AUDUSD 0.75

Source: VXR 2012 Sulphur Springs DFS which trucked this ore to the Sulphur Springs plant 
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Figure 22 Whim Creek reserves at the time of the 2010 scoping study (non JORC 2012)

WHIM CREEK 2010 MINING PLAN

000t Cu % Zn % Pb % Ag g/t Au g/t Vaue A$/t

Open Cut

Whim Creek 687 1.70 1.10 0.20 8.90 0.10 176.4

Mons Cupri 2815 1.10 1.80 0.80 32.10 0.20 180.9

Sub-total 3502 1.22 1.66 0.68 27.55 0.18 180.0

Underground

Salt Creek 597 1.70 8.20 2.60 67.30 0.30 465.1

Evelyn 361 2.20 4.50 0.40 40.70 0.90 367.6

Sub-total 958 1.89 6.81 1.77 57.28 0.53 428.4

Total

Open Cut 1284 1.22 1.66 0.68 27.55 0.18 180.0

Underground 3176 1.89 6.81 1.77 57.28 0.53 428.4

Total 4460 1.36 2.77 0.92 33.93 0.25 233.4

Contained Metal (Kt, Koz)

Open Cut 1.56 2.13 0.88 57.28 0.53

Underground 6.00 21.62 5.62 33.93 0.25

Total 7.56 23.75 6.50 91.21 0.78

Note: Revenue Value at Cu US$3.00/lb, Zn A$1.20/lb & Pb US$1.00/lb, Ag US$15/oz Au US$1200/oz AUDUSD 0.75

Source: Whim Creek scoping study 26 November 2010

Whim creek project scoping study - November 2010

� On 26th November 2010, Venturex announced the results of a Scoping Study based on 
four mines in the Whim Creek area providing 0.6Mtpa ore feed to a concentrator at Whim 
Creek to produce separate copper, zinc, and lead zinc concentrates.

Figure 23 2010 Whim Creek scoping study volumes and revenue estimates

WHIM CREEK SCOPING STUDY LIFE OF MINE PRODUCTION AND REVENUE

Total Copper Zinc Lead Silver Gold

Ore Mined Mt 4.45

Grade %, g/t 1.41% 2.90% 0.87% 35.1 0.25

Recovery 92% 85% 80% 95% 90%

Metal in Concentrate Kt, Koz 57.7 109.7 31.0 4771 32.2

Payable 96% 78% 95% 90% 60%

Price US$/lb. US$/oz 3.50 1.00 0.98 19.80 1200

AUDUSD 0.89

Gross Revenue A$M 885.5 480.5 212.0 71.4 95.5 26.0

TCRC A$M -88.6 -12.0 -61.6 -12.4 -2.4 -0.2

Haul, Ship A$M -35.8 -15.0 -16.0 -4.8

Life of Mine Net Revenue 761.2 453.6 134.4 54.2 93.1 25.9

Memo:

Concentrate Produced Kt 213.8 228.5 68.8

TC US$/t con 50 240 160

RC US$/lb metal, US$/oz 0.05 0.05 0.075 0.50 5.00

Haul to Port, Ship A$/t con 70 70 70

Source: VRX scoping study release 24th November 2010

 � Of the proposed 0.6Mtpa of ore to be processed over 9 years at the Whim Creek
concentrator (4.46Mt total), the Mons Cupri and Whim open pits were to provide 3.5Mt 
over the life of mine, at a strip ratio averaging 5.3:1. These pits are both around 2.5Km 
from the proposed plant.

 � The underground mined at Salt Creek and Evelyn (Liberty-Indee) were expected to
provide 0.3Mtpa. Evelyn is 35Km from Whim and Salt Creek is 17Km. Haulage costs 
were estimated as A$8.01/t ore and A$5.19/t ore respectively.
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Figure 24 Whim Project ore sources

 �
Source: Site Visit Presentation 21 September 2010

 � The project envisaged a 600Ktpa throughput through a traditional process flow sheet,

 – copper recoveries of ~90% to a 22-27% copper concentrate

 – zinc recoveries of 75-80% to a 50-55% zinc concentrate

 – lead recoveries of 65-80% to a 40-50% lead concentrate

 � The pre-production capital expenditure is A$95.8M, comprising A$80M for the
processing plant excluding the crusher, which is already on site. That crushing system 
was performing badly when Straits ceased operations, and would need replacement or 
reconditioning, possibly by a Build Own Operate contractor. The rest of the costs are for 
a bankable feasibility study, working capital and upgrades to existing services. We have 
not added additional costs in our modelling.

Figure 25 2010 Whim Creek scoping study costs

WHIM CREEK SCOPING STUDY LIFE OF MINE COSTS

Life of  
Mine Mt

Mining  
A$/t ore

Haul to Whim 
A$/t ore

Life of Mine  
A$M

Mons and Whim OC 3.502 21.44 0.00 75.1

Salt Creek UG 0.597 80.00 5.19 50.9

Evelyn UG 0.361 40.00 8.01 17.3

Total/Average 4.460 32.12 143.3

Processing 4.460 46.52 207.5

Other Operating Costs 4.460 10.36 46.2

Site Operating Costs 4.460 89.01 397.0

Development Costs 70.0

Pre-Production Capex 95.8

Royalty Payments 5% of Revenue 38.1

Total Cash Outflow 600.9

Source: Site Visit Presentation 21 September 2010

 � Based on the uninflated prices used at the time of the scoping study, the Life of Mine
net revenue (Figure 21) is A$792M and cash outflows are A$600.9M (Figure 22).

 � This project is a true polymetallic mine, so discussing unit costs is difficult. The payable
Life of Mine copper lead and zinc production will be 170M lbs, at an average cost of 
A$1.60/lb, vs average revenue of A$2.03/lb. As a copper mine, All In Sustaining Cost ie 
including initial capital, is A$4.91/lb, less zinc lead and precious metal credits of A$2.51/
lb copper, giving an AISC of A$2.40/lb copper.
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Figure 26 Time line to production

Source: Site Visit Presentation 21 September 2010

COMMODITY PRICE CHARTS
Figure 27 Price Charts for the three major metal products

 �

 �
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 �
Source: Matau Advisory

BOARD AND MANAGEMENT
The chairman, Tony Kiernan, has been with the company since 2010. He has presided over 
BC Iron’s successful transition from iron ore explorer to producer, one of the very few iron 
ore juniors to do so. He is also the Chairman of Pilbara Minerals, a lithium company currently 
building a project similar in size to Sulphur Springs and in the same region.

Anthony Reilly has stepped up to Director Corporate Affairs since the departure of the 
managing director John Nitschke. Reilly was previously on the Venturex Board after it took 
over his Brazilian exploration company, but he departed around the time the asset sales 
strategy, returning with Stralow in mid 2015.  Darren Stralow was part of the team that turned 
the Paulsens gold mine around for Northern Star.

� Mr Anthony (Tony) Kiernan – Non-Executive Chairman: Mr Kiernan was appointed to 
the board on 14th July 2010.  Mr Kiernan is a former solicitor with extensive experience 
gained over 35 years in the management and operation of listed public companies. As 
both a lawyer and general consultant, he has practiced and advised extensively in the 
fields of resources, media and information technology. He is Chairman of Pilbara Minerals 
Limited and of Chalice Gold Limited, both listed on the ASX.

 � Mr Anthony Reilly – Non-Executive Director: Mr Reilly was appointed to the board on 1st
July 2015.  Mr Reilly has over 20 years investment banking experience including financial 
markets, financial risk management and corporate finance. He worked in investment 
banking in London for over 10 years, and his clients have included a number of global 
corporations and fund managers based in Australia, the UK and Europe. Since leaving 
banking he has had 8 years working in the small-cap mining space. He was a founding 
Director of a private Brazil incorporated gold exploration company and he has also served 
as an Executive Director of several ASX listed resource Companies.

 � Mr Darren Stralow – Non-Executive Director: Mr Stralow is a mining engineer with over
15 years of experience in the resources industry.  He has held various roles in both 
operations and mine management and business development.  After starting his career 
in the WA goldfields, he has held senior roles with Intrepid Mines Limited and Northern 
Star Resources Limited.  Mr Stralow has a Bachelor of Engineering (Mining) from the 
Western Australian School of Mines and a WA First Class Mine Manager’s Certificate.  
He is also a Member of the Australasian Institute of Mining and Metallurgy (MAusIMM) 
and a graduate of the Australian Institute of Company Directors.

 � Mr Trevor Hart – Company Secretary and CFO: Mr Hart was appointed to these positions
on 5th April 2013.  He is a Certified Practising Accountant with a Bachelor of Business 
in Accounting and a Chartered Secretary. He has over 20 years’ experience including 15 
years in the resources and mining services industry. He has provided consulting services 
covering accounting, financial and company secretarial matters to various companies in 
these sectors. Prior to joining Venturex he has held a number of senior financial positions 
in other ASX listed companies.



22

Venturex Resources Limited (VXR)

Independent Investment Research 



23

Venturex Resources Limited (VXR)

Independent Investment Research 

APPENDIX A – RATINGS PROCESS  

Independent Investment Research Pty Ltd “IIR” rating system. 

IIR has developed a framework for rating investment product offerings in Australia. Our 
review process gives consideration to a broad number of qualitative and quantitative factors. 
Essentially, the evaluation process includes the following key factors: product management 
and underlying portfolio construction; investment management, product structure, risk 
management, experience and performance; fees, risks and likely outcomes.
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   Highly

This is the highest rating provided by IIR, indicating this is a best 
of breed product that has exceeded the requirements of our review 
process across a number of key evaluation parameters and achieved 
exceptionally high scores in a number of categories. The product 
provides a highly attractive risk/return trade-off. The Fund is likely 
effectively to apply industry best practice to manage endogenous risk 
factors, and, to the extent that it can, exogenous risk factors.

Recommended 75-82
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    Highly

This rating indicates that IIR believes this is a superior grade product 
that has exceeded the requirements of our review process across a 
number of key evaluation parameters and achieved exceptionally high 
scores in a number of categories. In addition, the product rates highly 
on one or two attributes in our key criteria. It has an above-average 
risk/return trade-off and should be able consistently to generate 
above average risk-adjusted returns in line with stated investment 
objectives. The Fund should be in a position effectively to manage 
endogenous risk factors, and, to the extent that it can, exogenous risk 
factors. This should result in returns that reflect the expected level 
of risk.

Investment Grade 60-74
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   Highly

This rating indicates that IIR believes this is an above-average grade 
product that has exceeded the minimum requirements of our review 
process across a number of key evaluation parameters. It has an 
above-average risk/return trade-off and should be able to consistently 
generate above-average risk adjusted returns in line with stated 
investment objectives.

Speculative 40-59
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   Highly

This rating indicates that IIR believes this is a suitable product that 
has met the aggregate requirements of our review process across a 
number of key evaluation criteria. The product provides some unique 
diversification opportunities, but may not stand apart from its peers. 
It has an acceptable risk/return trade-off and should generate risk 
adjusted returns in line with stated investment objectives. However, 
concerns over one or more features mean that it may not be suitable 
for most investors.

Not recommended   39 and below
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This rating indicates that IIR believes that despite the product’s 
merits and attributes, it has failed to meet the minimum aggregate 
requirements of our review process across a number of key 
evaluation parameters. While this is a product below the minimum 
rating to be considered Investment Grade, this does not mean the 
product is without merit. Funds in this category are considered to be 
susceptible to high risks that are not reflected by the projected return. 
Performance volatility, particularly on the down-side, is likely.
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APPENDIX B – MANAGED INVESTMENTS COVERAGE 
The below graphic details the spread of ratings for managed investments rated by 
Independent Investment Research (IIR). The managed investments represented below 
include listed and unlisted managed funds, fund of funds, exchange traded funds and model 
portfolios.
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