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What you need to know
Orion Minerals Limited has exercised its right to acquire and consolidate the mining assets, prospecting rights and
exploration data collectively known as the Okiep Copper Project.
Two new Orion companies have been formed to acquire the assets and certain liabilities of Nababeep Copper
Company, Bulletrap Copper Company and South African Tantalum Mining
The acquisition will complete in two stages with an initial purchase consideration (ZAR76.5m) and a conditional
“agterskot” payment (up to ZAR98.3m) based on the success of future exploration activities settled by a combination
of cash and shares. Completion is expected sometime during 2022 following the successful Section 11 transfer of
the mineral rights to the new Orion companies
Drilling at Okiep has commenced on historical intersections identified on the Koperberg-Carolusberg line using data
obtained in the historic database of exploration results that Orion has also acquired in a related transaction
The SkyTEM® exploration project has been disrupted by poor weather and is currently approx 70% complete. We
expect further exploration results within the next two months.

Valuation implication
We have previously separately valued the PCZM and Okiep Copper Mine (foundation phase only) projects.
Updating for current Cu prices (US$9700 per tn) and ZAR/USD exchange rates (14.5 ZAR/USD) we calculate a base
case sum-of-the-parts valuation of ZAR92cps
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Introduction
Orion Minerals Limited (ORN.SJ/ORN.AX) (Orion) has exercised its right to acquire and consolidate the mining
assets, prospecting rights and exploration data collectively known as the Okiep Copper Project. The option was due
to expire at midnight 31 July 2021.
In the six months since the option was negotiated and announced (see notes 1,2), Orion has completed extensive
due diligence on these assets. Arising from this work, Orion has consolidated and verified sufficient exploration
data to stand behind a maiden JORC compliant Mineral Resource (note 3) of 11.5mt at 1.4% copper. Orion also
published a scoping study (note 4) based on these resources that reported the economic viability of a small-scale,
proof-of-concept, early cash-flow generating mining operation at Okiep.

Valuation Implication
We have previously separately valued the PCZM (note 5) and Okiep Copper Mine (note 6) (foundation phase only)
projects based on after-funding, after-tax cashflows, discounted by a suitable WACC, attributable to Orion
shareholders. With the due diligence completed and the option to acquire the Okiep Copper assets now exercised,
we can combine these valuations to give an implied overall valuation to Orion shareholders.
Updating for current Cu prices (US$9700 per tn) and ZAR/USD exchange rates (14.5 ZAR/USD) we get the following
valuations;-

Current market capitalisation

Valuation

No. of Shares

Value/Share

1.642bn

4.321bn

38cps

S2 Research Sum-Of-The-Parts

Share Issuance

Prieska Copper Zinc Mine

5.787bn

3.385bn*

OCP Foundation Phase

1.518bn

0.480bn**

Other exploration assets

0.250bn

-

Orion Minerals

7.555bn

8.186bn

92cps

*Assumes 70/30 debt to equity capital structure with 1.3bn equity raised to fund project
** Assumes max consideration shares are issued at current market values (ZAR 38cps)

Summary Investment Implications (Risk Assessment)
Positive
Negative
Project diversification; Orion now has two
Investor sentiment; Due to recent violent political
significant copper, copper/zinc assets that can be
unrest, South Africa is tainted by extremely poor
brought to market, Okiep Copper Mine and Prieska
investor sentiment, especially within Orion’s
Copper Zinc Mine (PCZM).
Australian shareholder base. The share price is
hugely undervalued at a time when capital for PCZM
Market timing; Metal to market is estimated within
needs to be raised.
two years for Okiep and three years for PCZM.
Global supply shortfalls in Cu supply are anticipated
for at least another five years.
Synergies; Although 450km apart, there will be
managerial, technological and marketing synergies
available by combining these assets under a
common entity.
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Exploration Activities Update
In a further announcement updating shareholders on exploration activities (note 7), Orion has noted that it has started
an exploration drilling program aiming to prove up two zones of mineralisation along the Koperberg-Carolusberg line;
namely Koperberg East and Koperberg West. Historic intercepts of high-grade copper along this line were contained
in the historic database of exploration results acquired by Orion as part of the Okiep acquisition (note 8). These were
not followed up by in-fill drilling at the time due to prioritisation of other opportunities and declining exploration spend
under previous owners.
The Koperberg-Carolusberg line contains orebodies that have been mined to a depth of 1,900m below surface
(Carolusberg Deeps). Koperberg East is a surface outcrop and has not been mined at all. Koperberg West was mined
as a “glory hole” to a depth of only 35m. There is certainly the potential for down-dip extensions given the existing
exploration data and current understanding of the lithologically related mineralisation (note 9). The drilling program
aims to confirm this or otherwise and provide an estimate of available resources for future mine planning.
The SkyTEM® exploration project has been disrupted by poor weather that has kept the helicopter dependent aerialsurvey grounded for more than 50% of the available flying days since it was initiated. Orion estimates that the
exploration project is 70% complete. We expect further exploration results within the next two months.

Pertinent Details of the Okiep Copper Acquisition
Ownership Structure
The three entities under option are to be restructured into two new companies under Orion control. Notably, Orion is
now acquiring the assets of the companies under option rather than the companies themselves. Acquiring the assets
rather than the entities will enable a cleaner transaction, leaving any historic liabilities with the vendors, with less risk
to Orion shareholders.
The New Okiep Exploration Company (Pty) Ltd, 100% owned by Orion, will acquire the assets of Nababeep Copper
Company (Pty) Ltd (NCC) and Bulletrap Copper Company (Pty) Ltd. (BCC).
The New Okiep Mining Company (Pty) Ltd will acquire the assets of South African Tantalum Mining (Pty) ltd
(SAFTA). The new company will be 56.3% owned by Orion and 43.7% by the IDC in line with the existing
shareholding of SAFTA.
Financial Detail – Timing of Funding Requirements
The acquisition will complete in two stages with an initial purchase consideration and a conditional “agterskot”
payment based on the success of future exploration activities.
The initial consideration is ZAR76.5m (A$7.1m) payable in ZAR18.4m cash and ZAR58.1m in shares. The issue
price of the shares will be based on the 30 day VWAP of the combined JSE & ASX trading activity on the earlier
date of either;
The 30 days prior to the closing date of the entire transaction, or
The 30 days after the date on which the last specified mineral right is granted in respect of the specific target
entity under consideration. We read this to imply that the SAFTA, BCC or NCC transaction can proceed
independently prior to the overall closing date if there are any delays in one of the other entities.
The timing of the initial consideration is uncertain, but it is unlikely to occur before the end of calendar 2021. The
vending entities, most importantly SAFTA, must first complete the renewal of their mineral rights before a Section 11
transfer to the Orion holding vehicles can take place. Orion’s balance sheet is strong as a result of the AU$25m fund
raising announced in February 2021 with AU$20.5m cash on the balance sheet as at 30 June 2021 (note 10).
Both of SAFTA’s prospecting permits are in the process of being renewed. Concurrently, a “new order” Mining Right
application on the area that covers the Maiden Resource, held within SAFTA, is also in progress. We do not see this
as a major business risk as the DME has confirmed receipt of the permit applications and we assume that the
submissions are in order. It is the timing of the approvals that is uncertain, but we expect completion to take between
six and eighteen months.
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Once the mineral rights in any of the specific vending entities are in order, a monthly pre-payment will be made
starting 90 days thereafter until the transaction’s completion date. The pre-payment amounts are ZAR350,000 for
SAFTA and ZAR250,000 each for BCC & NCC. These are deductible against the equity portion of the initial purchase
consideration on completion.
The “agterskot” payment of up to ZAR98.3m (AU$9.1m) is a conditional, limited, deferred payment based on
future published JORC compliant resources over and above the baseline resources already announced. Orion
has committed to spend ZAR4m (AU$0.37m) on exploration activities per entity, within 12 months following the
closing date of each Okiep transaction, in order satisfy this condition.
Baseline resources have only been declared for SAFTA at this time. Therefore all declared resources above
the cut-off grades on BCC and NCC will attract the “agterskot” payment if applicable.
Specific cut-off grades are applied within two depth horizons below surface (0-400m and 400m+) to each
vending entity (SAFTA, BCC & NCC).
NB Payment is based on resources that are above the cut-off grade specified rather than those defined by
the cut-off grade itself.
(1) ASX/JSE Release 2 Feb 2021 : Proposed Acquisition Consolidation of Premier SA Cu District
(2) ASX/JSE Release 15 Feb 2021 : Orion Secures Major Okiep Copper District Database
(3) ASX/JSE Release 29 Mar 2021 : Orion Expands Mineral Resources at Okiep Copper Project
(4) ASX/JSE Release 3 May 2021 : Okiep Copper Project Scoping Study Confirms Potential
(5) Orion Minerals Ltd, Independent Analyst Report, Dec 2020
(6) Okiep Copper Project Scoping Study, Independent Analyst Report, 4 May 2021
(7) ASX/JSE Release 3 Aug 2021 : Exploration Ramps up at the Okiep Copper Project
(8) ASX/JSE Release 15 Feb 2021 : Orion Secures Major Okiep Copper District Database
(9) Proposed Acquisition of Okiep Copper Complex, Independent Analyst Report, 10 Feb 2021
(10) ASX/JSE Release 25 Feb 2021 : Landmark $25m Capital Raising
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ANALYST VERIFICATION
I, Simon Hudson Peacock, hereby certify that the views expressed in this
research accurately reflect my personal views about Orion and no part of my
compensation is directly or indirectly related to the inclusion of specific
recommendations or views in this research.
Simon Hudson-Peacock is a Mining Engineer turned Investment Analyst and
Portfolio Manager. Simon started his career as a Junior Mining Engineer at
Impala Platinum Ltd before entering financial services as a Mining Analyst.
Simon has over 25 years experience in the fund management industry both on
the buy-side and sell-side, specialising in the mining sector. Simon has a B.Eng
(Mining) with Commendation from the Camborne School of Mines, an MBA
from the University of Cape Town and is a CFA Charter Holder.
S2 Research is a boutique investment research house specialising in the South
African Mining Industry.

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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