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Orion Minerals (“Orion” or “ORN”) is an ASX and JSE-listed base metals 

explorer and developer. In 2017, the company completed the acquisition of 

prospecting licenses covering the historic Prieska zinc-copper mine in 

South Africa, to go alongside extensive, under-explored regional 

landholdings in the Northern Cape secured in 2015. The Prieska Copper 

Mine (PCM) was developed in the late 60s by AngloVaal, and operated 

from 1970 until 1991. ORN is conducting a bankable feasibility study (BFS) 

on restarting production at Prieska, using much of the pre-existing 

infrastructure. We believe the market is under-pricing the potential for 

low-capital-intensity, high-returning growth offered by the project, with 

our DCF-based price target of AUD 9.5c/share implying 94% upside to the 

current share price. 

A GROWING RESOURCE 
ORN announced a Maiden JORC Resource for Prieska in early Feb of 

~24.2Mt containing 874kt zinc and 297kt copper, with gold and silver by-

products. While the majority remains in the inferred category, ORN’s 

EV/M,I&I Resource multiple compensates for this, sitting at a ~47% 

discount to the peer group average. As part of the BFS, ORN’s ongoing infill 

and extension drilling campaign aims to increase and upgrade the Resource 

to the Measured & Indicated category, potentially providing positive near-

term catalysts for share price re-rating. 

SIGNIFICANT INFRASTRUCTURE ADVANTAGES 
Although the project sits in a relatively sparsely populated region of South 

Africa’s Northern Cape, the area is well served by infrastructure with close 

proximity to a tarred highway, a bulk water pipeline, grid power, a rail 

siding 48km from site, a landing strip, and potential employee 

accommodation in the original mine village, which remains inhabited. The 

primary shaft (the Hutchings Shaft) and underground decline roadways 

remain in good structural condition, albeit flooded to the 360m level. 

Testing of the mechanical integrity the steelworks and concreate casing of 

the shaft has shown, in the company’s assessment, that the majority will 

not need to be replaced, saving time and expense.   

OPPORTUNITY FOR LOW CAPEX, HIGH RETURN INVESTMENT 
ORN is targeting BFS completion by Q4 2018, at which point the first 

independent output, capex and opex projections for the project will be 

published. However, test work to date has shown zinc and copper 

recoveries in excess of 90% are achievable. Assuming ore throughput of 

~100ktpm, we believe ~40ktpa zinc and ~13ktpa copper in concentrate 

output could be achieved. We model a cash cost (net of by-products) of 

US$1,725/t, capex of US$300m (implying a realistic capital intensity of 

~US$5,000/t Zn eq) and 10% WACC to give an attributable DCF of 

US$194m and IRR of 35% for Prieska. 

AUD 9.5C/SH TARGET; EXPLORATION MAY ADD TO UPSIDE 
We apply a target multiple of 0.6x to our attributable DCF estimate for 

Prieska and add a further US$6m in value for the Jacomynspan exploration 

project based on an EV/tonne of resource (Cu eq) multiple of US$20/t. 

Adjusting for forecast net debt and the dilutive impact of convertible notes, 

we derive a price target of AUD 9.5c/share, implying 94% upside from 

ORN’s current share price. On top of this, aerial surveys of ORN’s holdings 

in South Africa’s under-explored Areachap Belt region has identified 

multiple potentially exciting Volcanogenic Massive Sulphide targets for 

further exploration, which may yet add to the company’s project pipeline. 

Hannam & Partners (Advisory) LLP is a Retained Advisor to 
Orion Minerals. The cost of producing this material has 
been covered by Orion Minerals as part of a contractual 
engagement with H&P; this report should therefore be 

considered an “acceptable minor non-monetary benefit” 
under the MiFID II Directive. 

Source: H&P estimates. Notes: *Based on DCF. **Based on EV/Cu 
equivalent Resource of $20/t. ***H&P forecast net debt as of 
Jun’18E, excluding convertible notes; ****Assuming conversion of 
notes. ^Target Price rounded to nearest 0.5 AUD cents. 

Valuation / Price target derivation 

0

5000

10000

15000

20000

25000

30000

35000

40000

0.00

0.01

0.02

0.03

0.04

0.05

0.06

mmAUD

Trading volume ('000s, right-hand scale)

ORION MINERALS LTD

S&P/ASX 300 MET & MINING (rebased)

mailto:rb@hannamandpartners.com


 
Hannam & Partners Research  Orion Minerals 

 

 
2 

Executive Summary ............................................................................................3 

Key Charts ..........................................................................................................5 

Overview of Assets .............................................................................................6 

Valuation .......................................................................................................... 12 

Sensitivity Analysis ........................................................................................... 15 

Risks ................................................................................................................. 16 

Summary of Key Inputs & Financial Statements ................................................ 16 

Appendix .......................................................................................................... 19 

DISCLAIMER ................................................................................................... 24 

 

  



 
Hannam & Partners Research  Orion Minerals 

 

 
3 

EXECUTIVE SUMMARY 

INITIATE COVERAGE WITH AUD 9.5C/SH TARGET  
We initiate coverage of Orion Minerals, an ASX and JSE listed base metals explorer and 

developer, with an AUD 9.5c/share price target, implying 94% upside from the current 

AUD 4.9c share price.  

 

BACKGROUND 
In 2017 ORN completed the acquisition of prospecting licenses covering the historic 

Prieska zinc-copper mine in South Africa along with extensive, highly-prospective 

regional exploration licences in the Northern Cape. The company subsequently 

commissioned DRA to conduct a BFS on re-establishing operations at Prieska, with 

completion targeted for Q4 2018.  

The Prieska Copper Mine was first developed in the 1960s by AngloVaal, a South 

African industrial conglomerate, and operated from 1970, producing 1.01Mt of zinc and 

0.43Mt of copper over its lifetime and employing a workforce of over 4,000 at peak 

output in 1978. A decision was taken to cease development expenditure in 1984 and 

permanently closed in 1991. The mine’s closure coincided with a period of cyclically 

low metals prices and political upheaval in South Africa, while also struggling to 

compete for capital within the broader AngloVaal group. Based on historic records, in 

May 1987, two years before the mine shut down, there remained approximately 23.8Mt 

of drilled ore reserves at a grade of 1.6% Cu and 4.3% Zn; it is thought that limited ore 

was processed after this date, meaning significant potential reserves could remain to be 

exploited by Orion. 

MAIDEN JORC RESOURCE HIGHLIGHTS PRIESKA’S POTENTIAL 
On 5th Feb 2018 Orion announces a Maiden JORC Resource Estimate at PCM of 24.1Mt 

containing 874kt zinc and 297kt of copper, implying a zinc-equivalent grade of ~6.1%1. 

The Resource was delineated based on assay data available as of the end of December 

2017, with drilling to date having only covered 70% of primary target area; a further 

30% will be more accessible to drilling once a prospecting licence covering the southern 

end of the target area has been granted. In the meantime, infill and extension drilling is 

ongoing, with the aim of upgrading Inferred Resources to the Measured & Indicated 

category, and adding to the total Resource size. Drilling results released so far from this 

year’s campaign support this aim, showing the mineralisation remains open at depth to 

the NW and to the SE. With the company’s share price currently implying an EV/M,I&I 

resource multiple of ~$30/t (Zn equivalent), a ~47% discount to peers, we believe 

improvement to the Resource could be an important catalyst for a re-rating of the stock. 

SIGNIFICANT INFRASTRUCTURE ADVANTAGES 
While the project sits in a relatively sparsely populated region of South Africa’s 

Northern Cape, the area is well served with infrastructure with close proximity to a 

tarred highway, a bulk water pipeline, grid power, a landing strip and a rail siding 

~48km away, offering a connection to a deep-water port at Saldanha Bay. The original 

mine village which was built to accommodate the workforce, Copperton, remains 

inhabited although was largely demolished when operations closed in 1990. The 

processing plant was dismantled, and the winding gear in the main shaft was removed, 

but the shaft itself remains in good condition, albeit flooded to the 360m level. Testing 

of the mechanical integrity the shaft has shown, in the company’s assessment, that the 

majority of the steelworks and concrete will not need to be replaced, saving time and 

expense.  Meanwhile, as observed on our site visit in February, the underground decline 

roadways remain in excellent condition, with little evidence of rock instability. 

EXCITING REGIONAL TARGETS & OTHER EARLY STAGE PROSPECTS 
The orebody at Prieska, also known as the Copperton volcanogenic massive sulphide 

(VMS) deposit, lies in the “Areachap Belt” a historically under-explored area of the 

Northern Cape. With a 24Mt Resource (and having been mined for ~45Mt historically), 

the Copperton deposit is classed as a “giant VMS”. VMS style deposits rarely appear in 

                                                 
1 % zinc equivalent grade defined as % zinc grade + 2 x % copper grade. 



 
Hannam & Partners Research  Orion Minerals 

 

 
4 

isolation, typically occurring in regional clusters, with giant VMSs almost always having 

several large satellites. Orion therefore sees a high probability of successfully 

discovering similar deposits elsewhere in the company’s 1,790 km2 exploration land 

package in the Areachap. The company has commissioned aerial magnetic and 

electromagnetic surveys to outline targets for further investigation. While results of the 

surveys are continuing to be analysed by Orion’s geophysical consultants, a total of 19 

anomalies have already been identified for immediate follow-up. Aside from this early 

stage work, ORN already owns interests in the known VMS deposits Kantienpan and 

Boksputs and the Jacomynspan Magmatic Ni-Cu deposit, where a Resource has already 

been delineated under the South African SAMREC reporting code. 

NEXT STEPS 
In anticipation of a positive BFS, ORN expects to submit a mining license application 

and Environmental Impact Assessment during Q1’18. The results of the BFS are due to 

be delivered in Q4 2018, at which point a more accurate assessment can be made of 

projected capex and opex for Prieska, and hence also Orion’s capital requirements and 

valuation. However, based on our conservative modelling assumptions as outlined 

below, we estimate peak new funding required in the region of ~$170m, which we 

would expect to come from a combination of equity and project debt. Assuming a 

successful BFS and board approval by the end of 2018, ORN’s aspirational project 

timeline assumes an 18-21 month construction period, bringing in first production from 

near-surface open pit ore in H2 2020. A key advantage of the project, in our view, is the 

ability to generate positive operating cash flow from open pit mining in the nearer-

term, offsetting the longer dated capital expenditure on the underground development. 

OPPORTUNITY FOR LOW CAPEX, HIGH RETURN INVESTMENT 
Ahead of the publication of a BFS, making a judgement on the potential value to be 

unlocked at Prieska is, by definition, subject to a wide margin for error. However, 

metallurgical test work to date has shown zinc and copper recoveries in excess of 90% 

are achievable in two separate flotation concentrate product streams. Assuming ore 

throughput of ~100ktpm (~40% of the shaft’s original design capacity), we believe 

~40ktpa zinc and ~13ktpa copper in concentrate output could be achieved. We model a 

cash cost of US$1,725/t in zinc equivalent terms, including TC/RCs and royalties, and 

net of by-product credits. We have assumed capex of US$300m, implying a realistic 

capital intensity of ~US$5,000/t Zn equivalent (or ~$10,000/t Cu equivalent, towards the 

bottom, but still within, the typical historic range for base metals projects). Applying 

zinc and copper prices roughly in-line with current spot levels gives an attributable 

DCF of US$194m (using 10% WACC) and a compelling IRR of ~35% for the Prieska 

Project, on our estimates. 

ATTRACTIVE VALUATION: 9.5C TARGET PRICE IMPLIES 94% UPSIDE 
Applying a target multiple of 0.6x to our DCF to account for the project’s pre-BFS 

status, and placing a US$6m value on Orion’s other early stage projects (based on an 

EV/Resource multiple), and adjusting for net debt, we derive a target price of AUD 9.5 

cents/share (post the dilutive impact of convertible notes), implying 94% upside from 

the current share price. 
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KEY CHARTS 

Prieska Project – H&P estimated zinc equivalent production potential & unit 
cash costs per zinc equivalent tonne of output 

 

Source: H&P estimates. Notes: *Zn equivalent, calculated as zinc tonnes + 2 x 
copper tonnes contained in concentrate, excluding gold & silver by-products. 
**Costs inclusive of TC/RCs & royalties, net of by-product credits. 

EV/Zinc equivalent* resources for Orion Minerals versus comparable pre-
production base metal peers 

 

Source: SNL, H&P estimates. Notes: *Zinc equivalent resource is calculated as 
<metal> content in ore multiplied by <metal> price per tonne divided by zinc 
price per tonne. M,I&I Resources are quoted inclusive of Reserves. 

Valuation / Price target derivation table 

  NPV 
Target 

multiple 

Target 

Value^ 

Prieska Project* US$m 194 0.6 117 

Jacomynspan** US$m 6 1.0 6 

Net cash/(debt)*** US$m -11 1.0 -11 

Total US$m 190  112 

Shares out****  m 1523  1523 

NPV / Target Price US c 12.5  7.4 

NPV / Target Price AUD c 16.0  9.5 

Current share price AUD c 4.9  4.9 

Discount % -69%  -48% 

Source: H&P estimates. Notes: *Based on DCF. **Based on EV/Cu equivalent 
Resource of $20/t. ***H&P forecast net debt as of Jun’18E, excluding 
convertible notes; ****Assuming conversion of notes. ^Target Price rounded 
to nearest 0.5 AUD cents. 

Sensitivity of Prieska DCF to changes in key input assumptions 

 

Source: H&P estimates. 
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OVERVIEW OF ASSETS 

PRIESKA PROJECT – NORTHERN CAPE, SOUTH AFRICA 
Orion Minerals owns 73.3% of the Prieska Zinc-Copper Project in South Africa’s 

Northern Cape Province, with the remaining 26.7% owned by Black Economic 

Empowerment (BEE) partners (and therefore BEE-compliant under current legislation). 

The project is a rehabilitation of an historic underground mine, meaning key mine 

infrastructure is already in place. The original operation, known as Prieska Copper Mine 

(PCM) was developed by the AngloVaal Group in the 1960s. The mine operated from 

1970–1991, with over 433,000t Copper and 1,000,000t Zinc produced over the life of the 

mine. 

Prieska Project location map 

 

Source: Company reports. 

MAIDEN RESOURCE OUTLINED, WITH UPGRADES TO COME 
Orion believes significant mineral inventory remained in situ when mining ceased in 

the late 80s, and the company’s 2017/18 drilling campaign yielded a Maiden Mineral 

Resource estimate, released on 5th February 2018, of 24.2Mt containing 874kt zinc and 

297kt copper at ~6% Zn Eq (3.6% Zn and 1.2% Cu) before accounting for gold and 

silver content. 

Maiden JORC Resource Estimate for Prieska Project, February 2018 
   

Zinc Copper Zinc Equivalent Gold Silver  
Classification Ore 

(kt) 

Metal 

(kt) 

Grade 

(%) 

Metal 

(kt) 

Grade 

(%) 

Metal 

(kt) 

Grade 

(%) 

Metal 

(koz) 

Grade 

(g/t) 

Metal 

(koz) 

Grade 

(g/t) 

Deep Sulphide Inferred 22,649 839 3.71% 266 1.17% 1,371 6.05% 153 0.21 6,904 9.48 

+105 Supergene Indicated 1,241 32 2.57% 30 2.37% 91 7.32% 9 0.23 348 8.73 

+105 Oxide Inferred 272 2 0.86% 2 0.63% 6 2.12% 1 0.12 17 1.82 

Total 
 

24,162 874 3.62% 297 1.23% 1,468 6.08% 163 0.21 7,269 9.36 

Source: Company reports. 

The drilling results used to define this resource covered only 70% of primary target 

area. Infill and extension drilling on the remaining 30% of the primary target area is 

ongoing to increase and upgrade inferred resources to the measured and indicated 

category, with a resource upgrade targeted for Q2 2018. Mineralisation remains open at 

depth to the north west and to the south east. The company has applied for additional 
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prospecting licenses to the south, which would offer easier access to explore these areas 

further. 

Schematic Showing Prieska Exploration Targets 

Source: Company presentation. 

BANKABLE FEASIBILITY STUDY UNDERWAY 
Orion commissioned a Bankable Feasibility Study (BFS) on the Prieska Project in July 

2017, due for completion in Q4 2018. The BFS is being undertaken by DRA, and is 

assessing the viability of fast tracking PCM back into production by establishing a small 

open pit operation targeting near surface (+105m) mineralisation with a low stripping 

ratio.  

This “starter pit” could have the advantage of more rapid development (albeit with 

lower grades than the material at depth), and would provide some positive operating 

cash flow in the near term, partially offsetting the capex incurred on the underground 

development. Full-scale underground mining from deep sulphide areas (c.1,000m level) 

could then commence, we believe from around the middle of year 3 onwards. 

 

The BFS is considering a plant with 1.2Mtpa in throughput capacity to produce Zn and 

Cu flotation concentrates. This implies a required hoisting capacity of ~100ktpm - easily 

achievable, in our view, as we estimate the shaft was regularly accommodating 2-3x this 

level during the peak of mining operations in the 70s and 80s. 

 

INFRASTRUCTURE ADVANTAGES 
A key benefit of redeveloping an historic mine is that the main shaft and decline 

roadways are already in place to reach deepest remaining target areas. As announced on 

2nd Feb 2018, assessments have, so far, revealed the structural integrity of the steelwork 

and concrete casing of the main shaft (the Hutchings Shaft) remains sound, despite 

having been submerged from the ~360m level. The ability to re-use this infrastructure 

with minimal repairs required could lead to important savings in both capex and time 

versus completely new shaft lining and steelwork. 

 

As observed on our site visit in early February, the declines are also in excellent 

condition to the current ~360m water level, with stable rock conditions. 

Beyond the existing mine development, the Prieska Project would also benefit from 

significant local and regional infrastructure, including: 

• a nearby airstrip and sealed access roads to the project site 
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• an existing rail siding 48km from the mine, accessible via a bitumen road. This 

connects to an 800km rail link to the major, bulk commodity and deep water 

port at Saldanha Bay. 

• 175MW operational solar power plants in the area 

• four high-voltage regional power lines linked to the national electricity grid 

• a bulk water pipeline supplies the site, sourced from the Orange River with all 

year pumping capacity 

• high-quality employee and contractor accommodation could be easily 

established in the private village of Copperton, ~3km from project site, which 

was originally built to accommodate workers from the historic mine 

• the environmental sensitivity of the project should be low due to the existing 

mine footprint, with dry tailings storage anticipated. 

MINE PLANNING AND FLOWSHEET DESIGN ADVANCING WELL 

Beyond the open pit starter operation, Orion anticipates using a combination of two 

underground mining methods: 

• Long-hole open stoping on the shallower, more steeply dipping portion of the 

orebody; and 

• Drift and fill mining on the flatter dipping areas at depth. 

Mine planning for BFS anticipates employing two underground mining methods 

 

Source: Company presentation. 

Metallurgical test work conducted on samples from various parts of the orebody have 

shown relatively high potential recovery rates to date - in excess of 90% for both copper 

and zinc when combined across two concentrate products. The zinc and copper 

concentrate products are also expected to be “clean” - i.e. low in deleterious elements - 

making them attractive for smelters or as a blending product for bulk concentrate 

traders. 
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Summary of metallurgical test work results to date 

 
Source: Company reports. 

The recoveries reported above resulted from Phase 2 of Orion’s metallurgical test work 

on the Prieska ore. This involved the development of a froth flotation-based process 

flowsheet, with separate zinc and copper concentrate circuits. The schematic flowsheet 

below was derived to achieve optimal recoveries from all zones of the deposit, including 

open-pitable supergene sulphides. 

Proposed Prieska Project process flowsheet

 

Source: Company reports. 

TIMELINE TO DEVELOPMENT 

Orion plans to submit mining right and EIA applications in Q1 2018, in anticipation of a 

positive BFS in Q4 2018. While we note development timelines can be subject to a high 

degree of uncertainty in advance of BFS completion, the company is aiming to begin an 

18-21 month construction phase in Q1 2019, with mining from the open pit 

commencing in Q3 2020, and from the underground mine in H2 2022, as outlined 

below. 
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Prieska aspirational project timeline 

 
Source: Company presentation. 

AREACHAP - AN HISTORICALLY UNDEREXPLORED REGION 
In addition to the Prieska Project, Orion believes there is significant regional upside in 

the surrounding Areachap Belt. The Copperton volcanogenic massive sulphide (VMS), 

as the deposit is also known, lies in a historically underexplored area of the Northern 

Cape. VMS deposits are formed when submarine volcanic activity creates undersea 

“smokers” – plumes of hydrothermal fluids containing metal sulphides – to flow out 

from chimney-like vents. When these fluids are more saline than the seawater they will 

have a higher density and form “pools” of brine on the seabed with greater 

concentrations of metals such as copper, zinc, lead and less commonly gold and silver. 

Over time these brines precipitate stratiform accumulations of metal sulphides on the 

seabed (which may, due to tectonic movement over an even longer period of time, 

emerge from under the sea).  

Due to the association of hydrothermal smokers with spreading oceanic rifts, VMS style 

deposits rarely appear in isolation, typically occurring in regional clusters. At 24Mt 

(even after having been mined for ~45Mt historically), the Copperton deposit is classed 

as a “giant VMS”, which almost always has satellite deposits. The geological conditions 

which led to the formation of the Copperton VMS should, in Orion’s opinion, be found 

elsewhere in the company’s extensive exploration land package. The company 

commissioned airborne magnetic and electromagnetic surveys over an area of 962km2 to 

identify geological anomalies for further investigation. While results of the surveys are 

continuing to be analysed by Orion’s Perth based geophysical consultants, Southern 

Geoscience Consultants, several exciting targets for follow-up have already been 

outlined from the already identified 19 regional VMS targets. 

962km2 SkyTEM survey has already identified multiple anomalies, with those spatially associated with the paleo-
seafloor targeted for further investigation 

Source: Company presentation. 

OTHER EARLY STAGE PROJECTS INCLUDE RESOURCE AT JACOMYNSPAN 
Orion also has a portfolio of interests in various other exploration projects, as 

summarised in the table below. Of most potential interest is the Jacomynspan Nickel-
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Copper Project - also in the Areachap region - where an inferred resource of 78Mt at 

0.26% nickel and 0.18% copper has already been identified under the SAMREC code. 

Summary of Orion’s Early Stage Portfolio 

Project Location Overview 

Jacomynspan Areachap Belt, South Africa • Known occurrences of VMS style zinc-copper deposits 

• Highly prospective nickel-copper mineralisation 

Masiqhame South Africa • Prospecting rights for potential zinc, copper project 

Marydale South Africa • Early stage gold discoveries 

• Initially discovered by Anglo American Prospecting 

Services 

Connors Arc New England Fold Belt, 

Australia 

• Highly prospective gold project in New England Fold 

Belt 

Fraser Range Australia • Highly prospective gold tenement package in the Fraser 

Range 

Walhalla Australia • Large historical goldfield with significant past production 

Source: Company presentation. 
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VALUATION 

PEER GROUP COMPARISON - EV/RESOURCE 
Pure-play, pre-production zinc and zinc-copper developers are relatively scarce in the 

public markets; we have, therefore, taken a wider sample of base and precious metal 

developers for the purposes of peer group comparison, as shown below. For the 

purposes of fair comparison, we have expressed each company’s attributable Resources 

(inclusive of Reserves) in zinc equivalent terms* to account for contained copper, 

molybdenum, gold, silver etc co-products and by-products. Our analysis suggests that 

Orion Minerals currently trades at ~$30/t of attributable zinc equivalent Resource, as 

compared with the peer group mean of ~$56/t and median of ~$40/t, suggesting the 

market has yet to fully price in the Maiden JORC Resource for Prieska announced by 

Orion in early February. We believe this may reflect the fact that the majority of 

Prieska’s Resource remains in the “inferred” category, meaning infill drilling results 

over the coming months could provide a materially positive near-term catalyst driving a 

re-rating of the stock. 

EV/Zinc equivalent* resources for Orion Minerals versus comparable pre-production base metal peers 

 
Source: SNL, H&P estimates. Notes: *Zinc equivalent resource is calculated as <metal> content in ore multiplied 
by <metal> price per tonne divided by zinc price per tonne. M,I&I Resources are quoted inclusive of Reserves. 

DCF ANALYSIS - SUMMARY MODEL 
On roughly current spot copper and zinc prices and AUD/ZAR exchange rates, we 

derive a DCF valuation of US$194m for Orion’s 73.3% stake in the Prieska Project, 

based on a 10% real WACC. We acknowledge a high degree of uncertainty in 

estimating key project parameters ahead of the expected BFS completion in Q4. 

However, as outlined above we believe our assumption of ~$300m in upfront capex (in 

line with typical base metal project capital intensities), steady state zinc equivalent 

output of ~65 ktpa and cash costs of ~$1,725/t (Zn eq, real) net of by-product credits 

over a 15-year mine life are adequately conservative. 
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Prieska Project – key inputs and summary DCF model 

   Jun-19 Jun-20 Jun-21 Jun-22 Jun-23  

      FY19E FY20E FY21E FY22E FY22E FY24-34E 

Key assumptions         

LME Zinc US$/t  3400 3400 3400 3400 3400 3400 

LME Copper US$/t  6900 6900 6900 6900 6900 6900 

Gold US$/oz  1300 1300 1300 1300 1300 1300 

Silver US$/oz  16.5 16.5 16.5 16.5 16.5 16.5 

ZAR:USD x  11.86 11.86 11.86 11.86 11.86 11.86 

USD:AUD x  0.78 0.78 0.78 0.78 0.78 0.78 

                  

Production         

Open pit mining kt  0 1000 1200 450 0 0 

U/G mining kt  0 0 0 750 1200 1200 

Total tonnes processed kt  0 1000 1200 1200 1200 1200 
         

Average Zn head grade %   1.40% 1.40% 2.84% 3.70% 3.70% 

Average Cu head grade %   1.25% 1.25% 1.20% 1.17% 1.17% 

Recovery rate - Zn %   90% 90% 90% 90% 90% 

Recovery rate - Cu %   90% 90% 90% 90% 90% 

Zinc in concentrate production kt  0 12.6 15.1 30.6 40.0 40.0 

Copper in concentrate production kt  0 11.3 13.5 13.0 12.6 12.6 

Zinc equivalent in conc production kt  0 35.1 42.1 56.6 65.2 65.2 
         

Gold in concentrate production koz  0 6.8 8.1 8.1 8.1 8.1 

Silver in concentrate production koz  0 300.9 361.1 361.1 361.1 361.1 

                  

Sales         

Gross zinc revenue US$m   41 49 99 129 129 

Gross copper revenue US$m   74 88 85 83 83 

Gross gold revenue US$m   8 9 9 9 9 

Gross silver revenue US$m   4 5 5 5 5 

Gross sales revenue US$m  0 127 152 199 227 227 

Total TC/RCs US$m  0 -6 -7 -10 -12 -12 

Net sales revenue US$m  0 121 145 189 215 215 

                  

Costs         

Variable costs/tonne processed US$/t   31 31 63 81 81 

Total variable costs US$m  0 -31 -38 -75 -97 -97 

Fixed costs ZARm   -7 -7 -7 -7 -7 

Admin ZARm   -90 -90 -90 -90 -90 

Total cash costs pre-royalties US$m  0 -40 -46 -83 -106 -106 

Royalties US$m  0 -7 -9 -9 -10 -10 
         

Cash cost/t Zn equivalent, net of by-product credits US$/t  0 1145 1111 1553 1725 1725 
         

D&A US$m  0 -17 -20 -20 -20 -20 

                  

Capex         

Total growth capex US$m  -100 -45 -30 -125 0 0 

Total sustaining capex US$m  0 -2 -2 -2 -2 -2 

                  

Profit & Loss         

EBITDA US$m  0 81 99 106 109 109 

EBIT US$m  0 64 79 85 89 89 

Royalties US$m  0 -7 -9 -9 -10 -10 

Notional tax expense US$m  0 -16 -20 -21 -22 -22 

NOPAT US$m  0 41 50 54 57 57 

Minority interests US$m  0 -11 -13 -15 -15 -15 

                  

FCF & DCF         

EBITDA US$m  0 81 99 106 109 109 

Royalties US$m  0 -7 -9 -9 -10 -10 

Capex US$m  -100 -47 -32 -127 -2 -2 

Tax paid adjusting for carried forward losses US$m  0 0 0 0 -14 -27 

FCF pre working capital movements US$m  -100 27 58 -31 83 70 

Change in working capital US$m  0 -21 -4 -8 -5 0 

Free Cash Flow US$m  -100 6 54 -40 78 70 

                  

Outputs  Jun-18       

IRR % 35%       

Discounted cash flow @10% WACC US$m 265       

Attributable DCF (73.3% stake) US$m 194             

Source: H&P estimates, Company reports. 
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AUD 9.5C/SHARE TARGET PRICE IMPLIES 94% UPSIDE 
We apply a target multiple of 0.6x to our DCF to account for Prieska’s pre-BFS status. 

We then add US$6m to account for Orion’s other early stage projects – specifically the 

Jacomynspan nickel-copper target – based on an EV/Resource multiple. Adjusting for 

estimated Jun’18E net debt of ~US$11m per share (excluding convertible notes) we 

derive a target equity valuation of US$117m. We have assumed that the ~$6m in 

convertible notes (~50% held by Tembo Capital) will be converted to equity, adding 

233m shares to the current share count of ~1,290m, giving a diluted share count of 

1,523m. This delivers a price target of AUD 9.5 cents/share (rounded to the nearest 

AUD 0.5 cents), implying ~94% upside from the current share price. 

Valuation / Price target derivation table 

  NPV Target multiple Target Value^ 

Prieska Project* US$m 194 0.6 117 

Jacomynspan** US$m 6 1.0 6 

Net cash/(debt)*** US$m -11 1.0 -11 

Total (US$m) US$m 190  112 

Shares out****  m 1523  1523 

NPV / Target Price US c 12.5  7.4 

NPV / Target Price AUD c 16.0  9.5 

Current share price AUD c 4.9  4.9 

Discount % -69%  -48% 

Source: H&P estimates. Notes: *Based on DCF. **Based on EV/Cu equivalent Resource of $20/t. ***H&P forecast 
net debt as of Jun’18E, excluding convertible notes; ****Assuming conversion of notes. ^Target Price rounded to 
nearest 0.5 AUD cents. 

We note our target price of AUD 9.5c/share would imply an EV/zinc equivalent 

resource tonne of ~$57/t, roughly in-line with the average EV/tonne in our peer group 

sample shown above. We also believe our ~$6m valuation for Jacomynspan is 

adequately conservative, based on an EV/copper equivalent resource of ~$20/t (or ~$40/t 

in zinc equivalent terms), placing it below the average peer, albeit the Resource at 

Jacomynspan is based on the S African SAMREC reporting code rather than JORC. 
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SENSITIVITY ANALYSIS 

Flexing the key input assumptions, our DCF for the Prieska Project shows greatest 

sensitivity to the zinc price, closely followed by copper. As shown below, our DCF of 

~US$194m is based on a price of $6,900/t for copper and $3,400/t, broadly in line with 

current LME spot prices. A 10% fall in both zinc and copper prices would reduce this to 

~US$133m, while a 10% increase in both would increase our DCF to US$255m. 

Prieska DCF valuation in varying zinc and copper price scenarios 
 

  Copper price (US$/t) 

   4830 5520 6210 6900 7590 8280 8970 

Z
in

c 
pr

ic
e 

(U
S$

/t
) 

2380 9 37 64 91 118 145 172 

2720 44 72 99 126 153 179 206 

3060 79 106 133 160 187 213 240 

3400 114 141 168 194 221 247 274 

3740 148 175 202 229 255 281 308 

4080 182 209 236 263 289 315 342 

4420 217 243 270 297 323 349 376 

Source: H&P estimates 

Looking at the important input factors individually, all else equal our DCF estimate for 

Prieska is most sensitive to movements in the zinc and copper prices, and the South 

African Rand exchange rate. Conversely increases in our opex assumption would have a 

greater negative impact than increases in our assumed capex. 

Sensitivity of Prieska DCF to changes in key input assumptions – valuation most sensitive to zinc, copper & ZAR 

 

Source: H&P estimates. 

While we acknowledge uncertainty around key project parameters, we see an element 

of downside protection with the project still generating a solid US$153m DCF and 25% 

IRR even in a 30% higher capex scenario (see below). 

Prieska DCF valuation in varying opex and capex budget scenarios 
 

  Project capex 

   210 240 270 300 330 360 390 

O
p

ex
/t

 (
U

S$
/t

 Z
n

 e
q)

* 1134 321 308 295 282 269 255 242 

1296 292 279 266 253 240 226 213 

1458 263 250 237 224 210 197 183 

1620 234 221 208 194 181 167 153 

1782 205 192 178 165 151 138 124 

1944 175 162 149 136 122 108 94 

2106 146 133 120 106 92 78 64 

Source: H&P estimates. *Steady state Opex/t of Zn equivalent (i.e. contained zinc tonnes + 2 x contained copper 
tonnes) expressed pre gold and silver by-product credits, and excluding TC/RCs and royalties.  
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RISKS 

Upside/downside risks to our valuation include: 

• Zinc, copper and to a lesser degree gold and silver prices 

exceeding/undershooting our assumptions.  

• Lower/higher than assumed smelter treatment and refining charges. 

• Weaker/stronger than assumed ZAR exchange rate assumptions. 

• As Orion has yet to complete a Bankable Feasibility Study on the Prieska 

Project, our assumptions for the key project parameters are by definition 

subject to a wide margin for error. Key assumptions which could have a 

material impact on our valuation include: 

o Capital costs 

o Operating costs 

o Ore through put rates 

o Grades 

o Recovery rates 

o Metal in concentrate payability 

• Historic underground mining areas are often prone to sinkholes, which could 

be particularly problematic during the open pit mining phase in the first three 

years of the Prieska Project. While we believe this issue is manageable, it will 

require careful planning to identify, stabililse and/or fill any voids which 

occur during the mining sequence. 

• While we believe dewatering of the mine should be straightforward, the 

process may take 9-12 months to complete fully, in our view, making a full 

assessment of the condition of underground workings difficult ahead of any 

decision to commit capital to the project.  
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SUMMARY OF KEY INPUTS & PRIESKA PROJECT OUTPUTS 
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SUMMARY OF FINANCIAL STATEMENTS 
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APPENDIX 

KEY SHAREHOLDERS 

Orion Minerals’ significant shareholders - ~60% free float 

 
Source: Company presentation. 

PRIESKA & MARYDALE BEE COMPLIANT OWNERSHIP STRUCTURE 

 

Source: Company presentation.  

Tembo Capital

19.99%

Tarney Holdings

7.98%

Hargreave Hale 

Ltd

6.46%

Silja Investment 

& Alexander 

Haller
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Other
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PRIESKA COPPER MINE - HISTORY  

• 1890’S: Mr. Hutchings discovered the gossan occurrence on the farm 

Vogelstruisbult no. 104 in the Prieska district 

• 1907-1914: Prospecting activities including surface excavations to a 

maximum depth of 16m targeting the outcropping oxidised orebody 

reported copper grades of 12% to 31% from selected samples 

• 1967: A syndicate negotiated a prospecting agreement with the owner of 

Vogelstruisbult No. 104 and ceded their rights to The Anglo-TransVaal 

Consolidated Investment Company Limited ("AngloVaal") 

• 1968: The first AngloVaal geologists start with prospecting activities 

• 1969: The Marais Shaft was sunk to obtain ore samples for bulk test work 

• 1970: A 4tph pilot metallurgical plant was built and put into operation.  

The Beacroft shaft was sunk to 322m whilst the Hutchings Shaft was 

collared and the concrete headframe was erected 

• 1971: The water supply pipeline from the Orange River at Prieska to the 

site was commissioned. The forty-seventh surface diamond drilling hole of 

a 22,000m campaign was completed from which a Mineral Resource of 47 

Mt at a grade of 1.74% Cu, 3.87% Zn, 8g/t Ag, 0.4g/t Au and 30% pyrite 

down to the 900m level was delineated  

• 1972: In September, the Hutchings Shaft was commissioned 

• 1972: In October, trial mining commenced together with the completion of 

the first stope development and the commencement of blasthole drilling  

• 1972: In November, initial milling by the main processing plant was 

commenced 

• 1978: The mine employed a workforce of nearly 4,000 people at peak 

production 

• 1979: In September, a borehole in the north-western sector of the mine 

intersected significant mineralisation in the hinge zone of the Main Limb  

at a depth of 880m 

• 1984: The decision was made by AngloVaal to stop further capital 

expenditure and commence shutting down the mine, targeting mine 

closure by 1988 

• 1989: The last underground blast was performed in June. The mine started 

to treat the Waste Rock Dump in July together with broken ore from 

underground 

• 1991: PCM ceased operations at Copperton on the 25th January. The PCM 

processing plant had milled 45.68 Mt of run-of-mine ore at a grade of  

1.11% Cu and 2.62% Zn. The mine produced 0.43 Mt of copper, 1.01Mt of 

zinc in high grade concentrates, as well as 1.76 Mt of pyrite and 8,403t of  

lead concentrates. PCM achieved 84.9% Cu and 84.3% Zn recoveries over  

the life of mine 

• 1995: A Conditional Closure certificate was granted to PCML for the  

closure of PCM 

• 2003: AngloVaal becomes a subsidiary of African Rainbow Minerals 

• 2010: Repli Trading No. 27 is granted prospecting rights over the Project  

Area 

• 2013: Repli Trading No. 27 acquires a 93.3% interest in PCML,  

consolidating surface and prospecting rights 

• 2017: Orion Acquires a 73.3% interest in Repli 
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MANAGEMENT PROFILES  

BOARD OF DIRECTORS 

Name Title Tenure Profile 

Denis Waddell Chairman 9 years • Serving as Non-Executive Chairman of Orion 

Minerals since October 2012 

• Serving as Director since February 2009 

• Founded Tanami Gold and served as the Finance 

Director of the Metana Minerals 

• Holds a degree of Chartered Accountancy 

Errol Smart Managing Director 

and Chief Executive 

Officer 

6 years • Serving as MD and CEO of Orion Minerals since 

November 2012 

• Previously held positions in AngloGold, Cluff 

Mining, Metallon Gold, Clarity Minerals and 

LionGold Corporation 

• A geologist, registered with the South African 

Council of Natural Scientific Professionals 

Alexander Haller 

 

Non-Executive 

Director 

10 years • Serving as Non-Executive Director since February 

2009 

• Partner at Zachary Capital Management 

• Worked in the corporate finance division at 

JPMorgan in the U.S, advising on corporate M&A 

as well as financing in both the equity and debt 

capital markets 

• Holds a B.Sc. in Economics 

Bill Oliver Non-Executive 

Director 

5 years • Serving as Non-Executive Director since 2013 

• Serving as Non-Executive Director of Celsius Coal 

Ltd and Minbos Resources Ltd 

• Served as MD of Signature Metals and led 

exploration teams in Africa, Europe and Australia, 

including senior roles with Harmony Gold, Iberian 

Resources, BC Iron and Bellamel Mining 

• Holds an honours degree in Geology from the 

University of Western Australia and a post-

graduate diploma in Finance and Investment from 

FINSIA 

Mark Palmer Non-Executive 

Director 

1 month • Serving as Non-Executive Director since February 

2018 

• Serving as Investment Director Tembo Capital 

since 2015 

• Ran the EMEA mining team at UBS for 8 years  

• Served at NM Rothschild & Sons Limited in the 

London mining project finance team assessing 

mines and projects globally 

• Holds a BS from University College, Cardif 

 

Source: Company reports 

 

  



 
Hannam & Partners Research  Orion Minerals 

 

 
22 

SENIOR MANAGEMENT TEAM 

Name Title Tenure Profile 

Errol Smart Managing Director 

and Chief Executive 

Officer 

6 years • Serving as MD and CEO of Orion Minerals since 

November 2012 

• Previously held positions in AngloGold, Cluff 

Mining, Metallon Gold, Clarity Minerals and 

LionGold Corporation 

• A geologist, registered with the South African 

Council of Natural Scientific Professionals 

Martin Bouwmeester 

 

Chief Financial 

Officer and 

Company Secretary 

9 years  • Serving as CFO and CS and previously occupied 

the roles of General Manager and Finance Director, 

having joined in February 2009 

• Over 20 years of experience in the gold mining 

industry 

• Served as Business Development Manager, CFO 

and CS of Perseverance Corporation Limited  

• Key member of the team that evaluated the 

sulphide mineralisation at the Fosterville Gold 

Mine 

• Affiliate member of Chartered Secretaries Australia 

Michelle Jenkins 

 

Executive: Finance & 

Administration 

(South Africa) 

9 months • Serving as Executive in finance and administration 

since June 2017 

• CFO of Taurus Gold, Financial Director of 

Duration Gold, Executive Director of Pangea 

Exploration 

• Holds an Honours Degree in Geology from the 

University of the Witwatersrand and a Bachelor of 

Accounting Science from the University of South 

Africa 

Walter Shamu 

 

Executive: Mining & 

Development (South 

Africa) 

9 months • Serving as an Executive in mining and 

development since June 2017 

• Previously held technical and corporate roles with 

Gold Fields, ERG and Taurus Gold on exploration 

projects, mine development and mining operations 

• Holds a B.E (Mining Engineering) and a Masters in 

Engineering (Rock Mechanics) as well as a LLB 

from Macquarie University in Australia 

Louw Van 

Schalkwyk 

 

Executive: 

Exploration (South 

Africa) 

9 months • Serving as an Executive specialising in structural 

and exploration geology since May 2017 

• Served as an Exploration Manager at Vedanta Zinc 

International, Technical Director on the boards of 

two junior exploration companies 

• Holds a BSc Geology Honours degree from the 

University of Stellenbosch 

Nelson Mosiapoa 

 

Group Corporate 

Social Responsibility 

Advisor (South 

Africa) 

9 months • Serving as group CSR advisor 

• Previously served on the policy unit of the 

governing party in the Republic of South Africa, 

gasification process controller at Sasol Petroleum 

and learner official at Anglo American/De Beers 

• Studied chemical engineering at Peninsula 

University of Technology 

Marcus Birch 

 

Commercial & 

Business Support 

Manager (South 

Africa) 

11 months • Serving as Commercial & Business Support 

Manager since April 2017 

• Over 25 years’ experience in the mining and 

minerals exploration industry 

• Previously occupied senior general management 

roles in the junior exploration sector, with Clarity 

Minerals and High Power Exploration  
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• Holds BSc Honours Geology degree from the 

University of Exeter and a BCom from the 

University of South Africa 

Pieter Roux 

 

Financial Controller 

(South Africa) 

9 months • Serving as Finance Controller 

• Served as Group Financial Controller at Taurus 

Gold, Finance Unit Manager for Evraz Highveld & 

Vanadium Ltd, Group Management Accountant for 

Clarity Capital Group 

• Holds a BCom (Management Accounting) and a 

DipICIMA 

Pam Biancacci Corporate 

Accountant 

9 months • Serving as Corporate Accountant  

• Previously held roles include Financial Controller, 

Finance and Admin Manager, Assistant 

Accountant and Corporate Accountant 

• Holds a Bcom in Accounting 

 Source: Company reports 
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DISCLAIMER 

All statements of opinion and/or belief contained in this document and all views 

expressed herein represent Hannam & Partners’ (“H&P”) own assessment and 

interpretation of the information that it has reviewed in respect of such matters as at 

the date of this document. Hannam & Partners is the trading name of Hannam & 

Partners (Advisory) LLP, H&P Advisory Ltd and certain other of its group 

undertakings. 

In H&P’s view this material is considered as “acceptable minor non-monetary benefit” 

under MiFID II as it is either: (i) “non-substantive short-term market commentary”; 

and/or (ii) making a brief reference to existing H&P research and, as such, is in-and-

of-itself non-substantive; and/or (iii) paid for by a corporate issuer or potential 

corporate issuer as part of a contractual engagement with H&P.  

The information contained in this document is based on publicly available 

information only, from third party sources that H&P believes to be reliable but which, 

you should recognize, may not therefore be complete, up to date or entirely accurate. 

H&P does not represent that such information or its interpretation of such 

information is accurate, timely, comprehensive or complete and it should not be 

relied upon as such, nor has it been independently verified, that therefore it is not 

guaranteed. No reliance may be placed for any purposes whatsoever on the 

information contained in this document. Under no circumstances should the 

information provided in this document be considered as investment advice, or as a 

sufficient basis on which to make investment decisions and is provided to you for 

information purposes only. The information contained in this document does not 

constitute an offer or solicitation to sell or buy any security or fund to or by anyone 

in any jurisdiction. Any opinion or estimates constitute H&P’s best judgment as of 

this date, and are subject to change without notice.  

Whilst this document has been prepared in good faith, H&P and its group 

undertakings, members, partners, officers, consultants and employees from time to 

time (together referred to herein as its “Affiliates”) do not make and are not authorised 

to make any representation, warranty or undertaking, express or implied, with respect 

to the information or opinions contained in it and no responsibility or liability is 

accepted by any of them as to the accuracy, completeness or reasonableness of such 

information or opinions or any other written or oral information from H&P that may 

be made available to you. Without prejudice to the foregoing and to the fullest extent 

permitted by law, H&P and its Affiliates do not accept any liability whatsoever for 

any loss howsoever arising, directly or indirectly, from use of this document or 

otherwise arising in connection therewith. Nothing herein shall not exclude any 

liability for, or remedy in respect of, fraud or fraudulent misrepresentation.  

Reproduction, in whole or in part, without written permission of H&P is expressly 

forbidden. All logos, trademarks and service marks appearing herein are the property 

of H&P.   

Hannam & Partners (Advisory) LLP is authorised and regulated by the Financial 

Conduct Authority and is registered in England No. OC386968. H&P Advisory Ltd is 

an appointed representative of Hannam & Partners (Advisory) LLP and is registered 

in England No. 11120795. Registered Office: 2 Park Street, London W1K 2HX. 
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