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Altona Mining Ltd (AOH.ASX)   

Drill Results at Little Eva Demonstrate Potential for Large Scale Mining 
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EVENT: 

 Drill results at the Little Eva deposit, located at the Company’s Roseby Project, Mt 

Isa QLD. 
 

DETAILS: 

 The initial round of results from the 25,000m RC drilling program have been 

received at one of the larger deposits at Roseby, being Little Eva. 

 6,000m for 33 holes have been completed to date at Little Eva. Results are in for 

12 holes highlighting thick and shallow intercepts as follows: 

- 233m @ 0.6% Cu (from surface) 

- 133m @ 0.7% Cu, including 28m @ 1.96% Cu (from 5m) 

 This new drilling is outside the current mineral resource at Little Eva of 30Mt at 

0.7% Cu and Roseby’s current global resource inventory, being 133Mt at 0.7% Cu 

for >900kt of contained Cu. 

 AOH is seeking to re-interpret previous resource estimates at Roseby through the 

application of lower cut-off grades, large scale bulk mining methods and improved 

modelling. The current 25,000m drilling program is seeking to verify this approach. 
 

ANALYSIS: 

 Material resource upgrade expected in near term at Little Eva.  These results 

together with a number of holes drilled in prior years which have been 

resubmitted for assay highlight the strong potential for a material resource 

upgrade in the near term at Little Eva. A resource update is expected by August 

and our expectation is that the resource will almost double to ~60Mt at a grade of 

0.6% - 0.7% Cu. The current drilling program is targeting to increase the global 

Roseby resource by >50% towards 200Mt. With current resources of ~900kt of 

contained Cu, Roseby is already one of the largest Cu inventories in Australia not 

in the hands of a major. 

 Bulk mining approach will result in improved economics and larger resource. The 

cross section of Little Eva illustrates the significant amount of mineralisation not 

currently included in the deposit’s resource inventory. Application of lower Cu cut-

off grades (i.e 0.3% Cu), improved modelling (pits in prior studies used US$2/lb Cu 

prices), a bulk mining approach, lower strip ratios and large intersects outside old 

pit designs can be brought into the new pit and resource calculation. 

 Regular news flow expected. Drilling results are expected to continue to be 

released throughout July prior to the first of a number of resource upgrades 

expected in August. An updated Feasibility Study is expected early next year at 

Roseby highlighting a likely production profile of 35ktpa – 45ktpa Cu for capex of 

$250m - $300m.  
 

RECOMMENDATION: 

 We reiterate our BUY recommendation and our price target of $0.80/share, 

175% above the current share price.  

 The Company is well funded following a $70m equity issue completed earlier this 

year to fully fund development at Outokumpu, optimise the Roseby Feasibility 

Study and complete further drilling for resource extension. 

 We model first production coming online in FY14 following a capex spend of 

A$250m, delivering 40ktpa Cu and 9kozpa Au in concentrate at cash costs of 

US$1.33/lb. First production is expected at AOH’s other Project, the underground 

Outokumpu in Finland early next year (~8ktpa Cu). 
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Altona Mining Ltd (AOH.ASX) Recommendation: BUY
Full Year Ended 30 June Price Target $0.80

Profit & Loss ($m) 2010a 2011e 2012e 2013e Capital Structure

Revenue 0.0 0.0 32.4 79.5 Shares on Issue (m) 472.1

Other Revenue 0.0 0.0 0.0 0.0 Market Cap ($m) 136.9

Revenue 0.0 0.0 32.4 79.5 Net Debt/(Cash) ($m) -70.0

Operating costs 4.8 0.0 7.8 19.3 EV ($m) 66.9

Exploration costs 0.0 5.0 5.0 5.0

Corporate costs 2.3 3.5 3.5 3.5 Key Metrics 2010a 2011e 2012e 2013e

EBITDA -7.1 -8.5 16.0 51.7 PER (x) -7.1 -12.2 11.1 3.2

EBITDA margin (%) nm nm 49.5 65.0 EV/EBITDA (x) -9.4 -7.9 4.2 1.3

D & A 0.1 0.0 4.6 4.7

EBIT -7.2 -8.5 11.4 47.0 Key Assumptions 2011e 2012e 2013e 2014e

EBIT margin (%) nm nm 35.3 59.1 Copper Price (US$/lb) $3.96 $4.38 $4.25 $3.75

Net Interest exp / (income) 2.0 -0.4 -1.8 1.7 Gold Price (US$/oz) $1,322 $1,400 $1,475 $1,375

Associates 0.0 0.0 0.0 0.0 Zinc Price (US$/lb) $1.04 $1.08 $1.03 $0.98

Profit before tax -9.2 -8.0 13.3 45.3 AUD/USD 0.98 0.98 0.93 0.88

Tax exp / (benefit) -0.2 0.0 0.0 0.0

NPAT pre minorities -9.1 -8.0 13.3 45.3 Production Summary 2011e 2012e 2013e 2014e

Minoritiy Interests 0.0 0.0 0.0 0.0 Copper Production (t) 0 3,271 7,851 27,951

NPAT pre sig items -9.1 -8.0 13.3 45.3 Gold Production (oz) 0 3,336 8,006 12,634

Significant items 14.5 0.0 0.0 0.0 Zinc Production (t) 0 665 1,595 1,595

NPAT reported 5.5 -8.0 13.3 45.3 C1 cash costs (US$/lb) $0.00 $1.06 $1.03 $1.33

NPAT adjusted * -9.1 -8.0 13.3 45.3

WA # Shares (m) 222.2 339.8 506.2 506.8 Cu Resource

EPS adj ¢ -4.1 -2.4 2.6 8.9 Mt Cu % Cont (kt)

Outokumpu 17.8 0.87% 155
* NPAT adjusted for significant items and amortisation of intangibles Roseby 132.5 0.68% 901

Cash Flow ($m) 2010a 2011e 2012e 2013e TOTAL 150.3 0.70% 1,056

EBITDA -7.1 -8.5 16.0 51.7

Net Interest exp / (income) -2.0 0.4 1.8 -1.7 Valuation Summary NPV ($m) P/NPV $/Share

Tax 0.2 0.0 0.0 0.0 Roseby 362 0.50 $0.35

Δ Working Capital -1.2 0.1 -2.0 -3.5 Outukumpu 175 0.80 $0.27

Other 2.7 0.0 0.0 0.0 Net cash/(debt) 70 1.00 $0.13

Operating Cashflow -7.5 -7.9 15.9 46.6 Exploration 50 1.00 $0.10

Capex -0.3 -32.3 -9.1 -126.0 Unpaid capital 3 1.00 $0.01

Net Acquisitions 18.1 0.0 0.0 0.0 Corporate costs -25 1.00 -$0.05

Asset Sales 0.0 0.0 0.0 0.0 TOTAL 636 $0.81

Other -2.0 0.0 0.0 0.0

Investing Cashflow 15.9 -32.3 -9.1 -126.0 Valuation Split

Equity proceeds 3.7 66.8 0.3 0.8

Debt proceeds 0.0 0.5 0.0 90.0

Debt repayment -1.1 0.0 0.0 0.0

Dividends paid 0.0 0.0 0.0 0.0

Other 0.0 0.0 0.0 0.0

Financing Cashflow 2.7 67.3 0.3 90.8

Net Cashflow 11.1 27.1 7.0 11.3

Free Cashflow -7.8 -40.2 6.8 -79.4

Balance Sheet ($m) 2010a 2011e 2012e 2013e

Cash 12.7 39.8 46.8 58.1

Receivables 1.6 2.2 3.2 3.7

Inventories 0.0 1.0 2.0 4.9

PPE 13.6 46.0 50.5 171.7 Production and Cost Profile

Exploration 25.7 25.7 25.7 25.7

Other 1.5 1.4 2.5 2.5

Total Assets 55.1 116.0 130.6 266.7

Payables 1.3 2.6 2.6 2.6

Provisions 1.5 1.4 2.4 2.4

Tax liabilities 0.0 0.0 0.0 0.0

Debt 12.9 0.0 0.0 90.0

Other 0.0 0.0 0.0 0.0

Total Liabilities 15.7 4.0 5.0 95.0

Reserves and capital 78.6 159.0 159.2 159.2

Retained earnings -39.3 -47.3 -34.1 11.2

Minorities 0.0 0.0 0.0 0.0

Total Equity 39.3 112.0 125.6 171.6
Source: Company; FSB estimates
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DRILLING PROGRAM AT LITTLE EVA DEPOSIT (ROSEBY PROJECT, QLD) 

Overview 

 The initial round of results from the 25,000m RC drilling program have been received at one 

of the larger deposits at Roseby, being Little Eva. 

 6,000m for 33 holes have been completed to date at Little Eva. Results are in for 12 holes 

highlighting thick and shallow intercepts as follows: 

- 233m @ 0.6% Cu (from surface) 

- 133m @ 0.7% Cu, including 28m @ 1.96% Cu (from 5m) 

- 120m @ 0.8% Cu (from surface) 

- 114m @ 0.5% Cu (from 99m) 

- 76m @ 1.35% Cu (from 51m) 

- 58m @ 0.46% Cu (from surface) 

- 24m @ 0.91% Cu (from surface) 

 This new drilling is outside the current mineral resource at Little Eva of 30Mt at 0.7% Cu 

and Roseby’s current global resource inventory, being 133Mt at 0.7% Cu for >900kt of 

contained Cu. 

 AOH is seeking to re-interpret previous resource estimates at Roseby through the 

application of lower cut-off grades, large scale bulk mining methods and improved 

modelling. The current 25,000m drilling program is seeking to verify this approach. 
 

Figure 1: RC drilling at the Little Eva deposit 

 

Source: Altona Mining Ltd 

Drill results at Little Eva 
highlight thick and shallow 
intercepts which are 
expected to result in a 
significant resource 
increase in August 2011. 
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 The cross section of Little Eva below illustrates the significant amount of mineralisation not 

currently included in the deposit’s resource inventory. 

 Application of lower Cu cut-off grades (i.e 0.3% Cu), improved modelling (pits in prior 

studies used US$2/lb Cu prices), a bulk mining approach, lower strip ratios and large 

intersects outside old pit designs can be brought into the new pit and resource calculation. 
 

Figure 2: Little Eva demonstrates approach in new DFS 

  

Source: Altona Mining Ltd 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Numerous intercepts at 
Roseby can be 
incorporated into an 
updated resource through 
application of lower cut off 
grades and bulk mining 
approach. 
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Foster Stockbroking recommendation ratings:  Buy = return >10%; Hold = return between –10% and 10%; Sell = return <-10%.  Spec Buy = return > 20% 
for stock with very high risk.  All other ratings are for stocks with low-to-high risk.   Returns quoted are annual.  
 
Important Notice: 
 
Disclaimer & Disclosure of Interests.  Foster Stockbroking Pty Limited has prepared this report. This document contains general securities advice only. In 
preparing the report, Foster Stockbroking did not take into account the specific investment objectives, financial situation or particular needs of any 
specific recipient. The report is published only for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any 
securities or related financial instruments.  Foster Stockbroking is not aware that a recipient intends to rely on this report and is not aware of the 
manner in which it will be used by the recipient. Investors must obtain personal financial advice from their investment advisor to determine whether the 
information contained in this report is appropriate to the investor’s financial circumstances. Recipients should not regard the report as a substitute for 
the exercise of their own judgment. The views expressed in this report are that of the analyst named on the cover page, and no part of compensation of 
the analyst is directly related to inclusion of specific recommendations or views in this report. The analyst receives compensation partly based on Foster 
Stockbroking revenues, including any investment banking and proprietary trading revenues, as well as performance measures such as accuracy and 
efficacy of both recommendations and research reports. Foster Stockbroking believes that the information contained in this document is correct and 
that any estimates, opinions, conclusions or recommendations are reasonably held or made at the time of its compilation in an honest and fair manner 
that is not compromised. However, no representation or warranty is made as to the accuracy, completeness or reliability of any estimates, opinions, 
conclusions or recommendations (which may change without notice) or other information contained in this document and, to the maximum extent 
permitted by law, Foster Stockbroking disclaims all liability and responsibility for any direct or indirect loss or damage which may be suffered by any 
recipient through relying on anything contained in or omitted from this document.  Foster Stockbroking is under no obligation to update or keep current 
the information contained herein and has no obligation to tell you when opinions or information in this report change. Foster Stockbroking, and its 
directors, officers and employees or clients may have or had interests in the securities of the instruments referred to herein, and may make purchases or 
sales in them as principal or agent at any time and may affect transactions which may not be consistent with the opinion set out in this report. Foster 
Stockbroking and its Associates state that they may earn brokerage, fees or other benefits from securities referred to in this report. Furthermore, Foster 
Stockbroking may have or have had a relationship with or may provide or has provided investment banking, capital markets and/or other financial 
services to the relevant Company. 
 
Specific disclosure: The analyst, Foster Stockbroking and/or associated parties have beneficial ownership or other interests in securities issued by AOH 
at the time of this report. Diligent care has been taken by the analyst to maintain an honest and fair objectivity in writing the report and making the 
recommendation. 
 
Specific disclosure: Foster Stockbroking and/or associated parties have received fees in the past 12 months for services provided to AOH in respect of 
the February 2011 equity capital raising. 
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