ORION
MINERALS

okiep Copper Project
SCOPING STUDY RESULTS
WHAT YOU NEED TO KNOW

ASX/JSE : ORN

The publication of the Scoping Study allows a starting
value of the Okiep Copper Project to be estimated and
attributed to Orion shareholders. This is in addition to our
previously published base case valuation of ZAR71.5cps
that did not include the Okiep assets.
We calculate the value attributable to Orion shareholders,
based on the Scoping Study announcement, at
ZAR14cps.
Using market spot prices for Copper and the South
African exchange rate, we calculate a value of ZAR20cps
attributable to Orion shareholders.
This is a “proof-of-concept” exercise, part of the Due
Diligence process, demonstrating the value of the
proposed acquisition of the Okiep Copper Assets.
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The project is scalable up to between 3 and 4 times the

Price (30/04/2021)

43c

Market Cap (ZAR)
Shares in Issue

current planned production if exploration efforts meet

1,772m

expectations.

4,123,044,131

The Project has a low capital intensity, low technical risk
and early payback.
Production, at 16 months from the start of construction,
takes advantage of projected strong market
fundamentals.
Historically achieved grades in the Okiep District were in
the region of 1.7% Cu, significantly in excess of the 1.29%
used in the scoping study for this project.
Orion & the IDC make a strong partnership to engage in
the permitting process.
Capable and experienced management team
demonstrated by PCZM Project.
There are potential synergies with PCZM Project notably
in terms of management and marketing resources.
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Introduction
On 3 May 2021, Orion Minerals (ORN.SJ) released the results of its Scoping Study on targets at the Okiep Copper
District that were identified in the Maiden JORC Mineral Resource announcement of 10 Feb 2021. The Scoping
Study has demonstrated the economic viability of a small-scale, multi-mine operation on 5 deposits held within the
SAFTA Prospecting / Mining permits currently under application.
We calculate the value attributable to Orion shareholders at ZAR14cps based on the after-tax cashflows due to
them, discounted at 10% real, after taking into account purchase price, feasibility study costs, funding and project
development costs. When using the spot copper price and South African exchange rate, we calculate a value of
ZAR20cps to Orion Shareholders.
It is important to note that this is a proof-of-concept study, part of the due diligence process, and is potentially
scalable by three to four multiples should further exploration results prove successful. This is not intended to be
the final mine plan. Orion has ambitions to develop the region into a 30,000 to 40,000 Cu tpa producer as it was in
the past under Newmont and Gold Fields ownership.

Background
On 2 Feb 2021 Orion announced that it had negotiated an exclusive option to acquire mining and prospecting rights
in the historical Okiep Copper District held by three entities namely; 56.25% of SAFTA and 100% of both Nababeep
Copper Company (Pty) Ltd (NCC) and Bulletrap Copper Company (Pty) Ltd (BCC). The other 43.75% of SAFTA is
held by the IDC.
The acquisition is still under option whilst the due diligence process is completed, the exclusive option expires 31
July 2021. The Scoping Study forms part of this due diligence process in that it evaluates the economic merits of
mining in the region prior to finalising the acquisition.
The history of the Okiep Copper District and conceptual merits of the acquisition were discussed in our report of 15
Feb 2021 and can be read here:- https://www.orionminerals.com.au/investors/analyst-coverage
On 10 Feb 2021 Orion declared a Maiden JORC Compliant Mineral Resource for underground targets held by the
entity SAFTA. Later the same month, 29 Feb 2021, Orion declared further Resource estimates for the open pit
targets now included in the Scoping Study. The combined published Resource estimate is tabulated below;

Source : Scoping Study Announcement

On 15 Feb 2021, Orion announced that it had secured a further option to purchase the original Head Office
buildings and the extensive historical exploration database of the Okiep Copper Company. This set the foundation
for the Scoping Study now published.
The deposits comprise the Flat Mine North, South, and East underground resources and the Flat Mine (Nababeep)
and Jan Coetzee Mine open pit resources. It is noted that none of the declared Resources have been converted to
Reserves to date and that the mining schedule utilised in the scoping study includes Inferred Resources. Further,
the mining schedule is conceptual and not yet optimised. This can be seen in the erratic nature of the forecast
cashflows. The bankable feasibility study evaluation should improve the cashflow profile to the benefit of
shareholders.
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Licencing
The two Prospecting Licenses that SAFTA had in place over its ground expired in Oct’20 and Jan’21 respectively.
Orion has confirmed with the DMR that valid applications for renewal have been submitted. Also in progress is an
application for a new order Mining Right on the ground that is specifically relevant to the Project. The associated
Environmental Authorisation and Water Use Licences have been submitted.
Orion in partnership with the IDC is experienced in ensuring steady progress in the permitting process that might
otherwise derail the Project’s timeline.

Ownership Structure
The Scoping Study is based on a subset of mineralised targets held by SAFTA. As such Orion has the option to
participate in 56.25% of the value of the project with the remaining 43.75% held by the IDC.
We have assumed that the 30% Empowerment Ownership required by the SA Mining Charter is structured in a
similar manner as that for the PCZM project. This implies a 5% stake held by each of two trusts representing
employees and the local community and a further 20% held by a consortium of BEE business entities.
In such circumstances, Orion and the IDC would, in proportion to their shareholding, fund the Employee and
Community Trusts. The internal funding arrangements related to these trusts are assumed to be fully repaid prior
to passing through any dividends arising from the project.
We assume further that the 20% direct “BEE Entrepreneur” shareholding will be carved out of the IDC shareholding
with an appropriate financing structure arranged between those entities independent of Orion.

Source : S2 Research Expectations

Project Acquisition Cost
The cost of acquiring the three entities holding the mineral rights in the Okiep Copper District was announced by
Orion on the 2nd of Feb 2021. In summary, ZAR1.8m is to be paid to the vendors over 6 months for an exclusive
option to purchase the entities, subject to the Due Diligence, deductible against the purchase price. During this
period, Orion has given an undertaking to spend at least ZAR5.0m on the Due Diligence process. This will include
exploration related expenditure to prove up the value of these mineral rights such as the cost of the Scoping Study
just announced.
On the exercise of the option, a total of ZAR86.1m will be paid to the vendors, with ZAR24.1m being in cash and
ZAR62m in equity (at the 30-day VWAP prior to the transaction date). Of this total, ZAR45.6m is attributable to the
SAFTA entity that holds the mineral rights for the Resources that form the basis of the Scoping Study
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Separately announced on the 15th of Feb was the acquisition, for ZAR25m, of the exploration database and related
Head Office buildings of the original Okiep Copper Company (OCC). Of this, ZAR1m is for the building and ZAR24m
is for the exploration database. Of the ZAR24m for the database, 50% is directly attributable to OCC and is
deductible against the purchase price.
We have therefore directly allocated the cost of acquiring SAFTA, the total Due Diligence Costs and the cost of the
Head Office buildings specifically to the valuation of the Okiep Copper Project.
Option Costs (Deductible)
SAFTA Acquisition
Due Diligence Cost
Database Costs (Deductible)
Head Office Costs
Total Costs

ZAR 45.6m
ZAR5.0m
ZAR 1.0m
ZAR 51.6m

We assume that this is paid on 31 July 2021 at the time that the exclusive option expires.

Project Funding
We have assumed a similar funding structure to that of the PCZM Project with 70% debt and 30% equity funding.
The equity funding component will be raised by Orion Minerals Ltd and IDC in proportion to their ownership and
then on-lent to the Project to create shareholder loans between these entities. We have used Prime + 4% for the
cost of Debt and Prime + 8% for the equity funded loans.
Total peak funding is forecast to be just shy of ZAR640m and payback is expected to be just over 4 years from the
start of construction.

Source : S2 Research Estimates & Scoping Study Announcement

Production Profile
The earliest production is expected to be sourced from Flat Mine North given the ease of access through the preexisting decline and associated underground infrastructure available from previous mining activities.Concurrently
mined with this underground orebody will be the Flat Mine Open Pit resource. Thereafter the Flat Mine East and Flat
Mine South orebodies and lastly the Jan Coetzee Open Pit.
The Production Profile published in the Scoping Study has not been optimised and is presented in summarised
form in the graph below.

5

OKIEP COPPER PROJECT

4 May 2021

Source : S2 Research Estimates & Scoping Study Announcement

Cashflows
We have used the projected cashflows from the Project attributable to Orion shareholders to calculate the
attributable value of the Project to Orion. Funding will be drawn down from the equity contribution first and
thereafter the debt facilities. Once operational cashflow is achieved, the debt will be repaid first and then the
shareholder loans including funding provided by the shareholders to the empowerment vehicles. Once these loans
have been expunged, project cashflows will pass through to all shareholders in proportion.
The cashflows attributable to Orion based on the Scoping Study are illustrated below.

Source : S2 Research Estimates & Scoping Study Announcement

We have used a 10% real discount rate to calculate a value of ZAR590m attributable to Orion. Assuming a capital
raise at a 10% discount to the current spot price, this equates to ZAR14c per Orion share. This is a conservate
assumption in that we would expect a higher share price and therefore less dilution when funding is needed.
Our valuation will de-risk with the passing of time, completion of the due-diligence, further positive newsflow from
exploration efforts at Okiep and project progress at the PCZM Project.
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Valuation Sensitivities to Cu Price and Exchange Rate
The Scoping Study uses long-term real forecasts from the S&P Global Intelligence Unit for both copper prices and
USD:ZAR exchange rates.These forecasts indicate a forward cycle in Copper prices declining from the current spot
price to USD7,064/t over the next three years thereafter climbing to USD7,918/t by 20217. The South African
exchange rate is forecast to be relatively steady, range-bound to between 17.16-17.47 during this time.
It is noted that spot prices for Cu are c.USD10,000 per tonne whilst the USD:ZAR sits around 14.50. With the
expectation of potential softening of Cu prices offset by a general deflation of the Rand we expect the OCC Project
valuation to remain within a narrow band of 15-20cps in terms of value to Orion Shareholders as demonstrated in
the table below

Source : S2 Research Estimates & Scoping Study Announcement

What next?
Within the next three months, before the end of July 2021, the Due Diligence process will be completed and a
decision whether or not to exercise the option to acquire the three Okiep related entities will be made. The cash
flow required to take Orion to this point has been raised in the successful two-phase placement announced on the
25th of Feb, 2021.
With further exploration data, either new or extracted from the acquired database, Orion will then be in a position to
prove up the current Okiep Mineral Resource Statement and take the project to a bankable feasibility study.
Concurrently the permitting process is expected to be completed. It is anticipated that the project should be ready
for funding and execution by the end of the 2022 financial year.
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DISCLAIMER
The author has been commissioned to prepare this research
report (“Report”) and will receive fees for its preparation.
Orion has provided the author with information about its
current activities. While the information contained in this
publication has been prepared with all reasonable care from
sources that the author believes are reliable, no responsibility
or liability is accepted by the author for any errors, omissions or
misstatements however caused.
In the event that updated or additional information is issued by
Orion subsequent to this publication, the author is under no
obligation to provide further research unless commissioned to
do so. Any opinions, forecasts or recommendations reflects
the judgment and assumptions of the author as at the date of
publication and may change without notice. The author and
Orion, their officers, agents and employees exclude all liability
whatsoever, in negligence or otherwise, for any loss or damage
relating to this Report to the full extent permitted by law.
Any opinion contained in the Report is unsolicited general
information only. Neither the author nor Orion is aware that any
recipient intends to rely on this Report or of the manner in which
a recipient intends to use it. In preparing this information, it is not
possible to take into consideration the investment objectives,
financial situation or particular needs of any individual recipient.
Investors should accordingly obtain individual financial advice
from their investment advisor to determine whether opinions or
recommendations (if any) contained in this Report are appropriate
to their investment objectives, financial situation or particular
needs before acting on such opinions or recommendations.
This Report is not intended for any person(s) who is resident
of any country in which the publication or dissemination of this
Report may constitute a contravention of its laws.
The author has not and will not receive, whether directly or
indirectly, any commission, fee, benefit or advantage, whether
pecuniary or otherwise in connection with making any particular
statements and/or recommendation (if any), contained in this
Report. The author discloses that from time to time it or its
officers, employees and related bodies corporate may have an
interest in the securities, directly or indirectly, which are the subject
of this Report and may buy or sell securities in the companies
mentioned in this Report; may affect transactions which may not
be consistent with the statements and/or recommendations (if
any) in this Report;; and/or may perform paid services for the
companies that are the subject of this Report. However, under
no circumstances has the author been influenced, either directly
or indirectly, in making any statements and/or recommendations
(if any) contained in this Report.
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