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FOCUS MINERALS LTD 

Investment Highlights 
• FML is in production with a 1.8moz resource base and following a 

recent placement (and SPP) is fully funded to expand to 100kozpa 
production from 2011 onwards. The company trades at an 
enterprise value (EV) of A$31/ resource oz well below its peer 
group average of A$107/oz. We believe this gap will close once 
meaningful production is reported throughout 2009. Our DCF 
valuation for FML is $0.07/sh. We note this moves to $0.10/sh if 
we assume US$1,000/oz flat gold price and $0.12/sh for 
US$1,200/oz flat. Given the lack of production history and resource 
to reserve conversion needed from here to meet production 
budgets we rate FML a Speculative Buy. 

• Re-rating with Production Ramp UP. FML will increase production to 
+100kozpa as the 1.2mtpa three mile hill (TMH) processing plant is 
brought back into production late in 2010. This should see FML's EV/oz 
produced metrics reduce from $1000/oz to $320/oz gaining market 
traction, greater earnings leverage and precipitate a re-rating.  

• Funding Completed. The refurbishment of the TMH processing plant is set 
to cost $18m. In addition the company earmarked $8.4m to be spent on 
resource definition and enhancement. Following a placement and SPP which 
together will raise $28m (at $0.02/sh) these projects are moving ahead. 
FML will receive the bulk of this funding in early-April as tranche 2 (1,300m 
shares to be issued) requires shareholder approval (meeting 3 April 09). 

• Attractively Priced Resources. Whilst we acknowledge the capital 
intensive nature of developments at Coolgardie, driven by modest grade, 
smaller sporadic mineralised areas, the EV/oz metrics for FML are cheap. 
The company trades (pro-forma, post capital raising) on $31/oz versus 
peer producer average of $107/oz. It is also attractively priced against 
Paterson’s broader average for the sector (producers and explorers) of 
$146/oz. Our DCF valuation (EV: $140m) implies an EV/oz multiple of 
$80/oz.   

• Leverage. FML has significant low grade resources at Brilliant and 
Lindsays. These resources form a base load throughput late in the project 
life on our assumptions. These ounces are unlikely to be economic at a gold 
price below A$800/oz and not provide an adequate return on capital below 
A$1200/oz. However these deposits provide significant valuation leverage 
for FML with current gold prices. A 10% change in our gold price 
assumptions translates to a 25% change in valuation.  
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Focused on gold production 

 

Year End June 30 2008A 2009F 2010F 2011F

Reported NPAT ($m) (3.2) 13.2 24.3 63.1
Recurrent NPAT ($m) (3.2) 13.2 24.3 63.1
Recurrent EPS (cents) (0.2) 0.5 0.9 2.5
EPS Growth (%) na na 83.4 159.8
PER (x) (9.6) 4.6 2.5 1.0

EBITDA ($m) (0.7) 23.3 29.2 73.7
EV/EBITDA (x) (55.9) 1.4 1.1 (0.4)
Capex ($m) 25.5 9.7 26.6 8.3
Free Cashflow (27.3) 4.2 0.3 63.3
FCFPS (cents) (2.1) 0.2 0.0 2.5
PFCF (x) (1.1) 14.5 198.2 1.0

DPS (cents) 0.0 0.0 0.0 0.0
Yield (%) 0.0 0.0 0.0 0.0
Franking (%) 0.0 0.0 0.0 0.0  
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Company Background 
Focus Minerals Ltd (FML AU) is an Australian gold producer with operations at the Coolgardie goldfield. 
The company is targeting production of 45koz in 2009 and 80koz in 2010.  

FML’s 100% owned tenements contain gold resources of 1.8Moz and an ore reserve of 111koz with 
the company’s current main producing asset the underground Perseverance gold mine.  

FML toll mills its ore via a toll milling arrangement at the Greenfields plant although this will be 
transitioning to production from its 100% owned 1.2mtpa Three Mile Hill plant once refurbishment is 
complete in Q1 2010.  

FML also owns the Nepean nickel deposit and a gold resource – The Mount – in the Kambalda district 
south of Kalgoorlie.  

FML’s current market capitalisation is $36m, the company has $16m in debt (repayments staged over 
the coming 9 months) and on our estimates will have $8.6m cash at the end of the March Q. This cash 
position will be bolstered with $28m cash pending shareholder approval of a placement (tranche 2) 
recently completed at $0.02/sh expected in early April 09.  

 

Coolgardie Goldfield 
Figure 1: Mine Layout 

 
Source: FML 

The Coolgardie Gold Project comprises multiple deposits with resources totaling 21.8mt at 2.48g/t Au 
for 1.65Moz the 1.2mtpa Three Mile Hill gold plant is fully permitted and will be refurbished in the 
coming 12 months which should open up satellite production opportunities for FML.   

FML commenced maiden commercial gold mining at the Coolgardie Gold Project in April 2008 through 
ore sourced from the Company’s flagship Perseverance deposit. Ore from Perseverance is currently 
treated through a third party mill, the nearby Greenfields gold plant. 

Mining Sequence 
Patersons forecasts incorporate production of 71koz from Perseverance to the end of March Q 2010. 
Following this mining focus will move to the Countess deposit (58.5koz at 3.89g/t Au), the Empress 
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deposit (46.8koz at 2.14) and the Lindsays deposit (open cut and underground – 314koz at 1.67 g/t 
Au). 

Milling transitioning from Greenfields to Three Mile Hill 
The Milling Agreement with the Greenfields Plant is based upon a priority processing position for up to 
480,000 tonnes at favourable milling charges until 2010, followed by a further 7 year extension to the 
Agreement should FML wish to continue to use the Greenfields plant. 

Coolgardie Development 
Coolgardie will be progressively developed with ore treated at Three Mile Hill; commencing with the 
broader Tindals Mining Centre surrounding the Perseverance deposit. Work is continuing at Tindals at 
the Countess, Empress and Cyanide (Tindals East) deposits, in order to fast-track further delineation 
and development of the broader area. 

Gold production totaled 4.8koz ounces in FY08 (reflecting start-up production from Perseverance from 
April 2008) and on our forecasts will increase to 45koz in FY09 and 46koz in FY10. Production will 
peak in 2011 on current assumptions with a combination of underground and open cut ore.   

Figure 2: FML Production Profile 
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Expansions pending 
FML is set to re-furbish the existing Three Mile Hill gold plant. This plant has a capacity of 1.2mtpa 
and will significantly reduce operating costs. FML currently toll mills for circa $30/t ore at Greenfields 
whereas we expect FML milling costs to reduce to $21/t once Three Mile Hill is commissioned.  

Production at Three Mile Hill will allow the company to develop additional nearby deposits and 
consider other opportunities such as toll milling for third parties (CAZ, DIO) in close proximity.   

We have not included the Mount in our production assumptions for the TMH. The deposit is located in 
the Widgiemooltha district south of Kalgoorlie and requires haulage of circa 50km to the TMH. With a 
resource base of 370koz at 5.5/g/t Au the project is likely economically viable at current gold prices. 

Resource to 'Mineable Inventory' Conversion. Paterson’s production assumptions for FML assume a 
40% resource to reserve or 'mineable inventory' conversion. It is unlikely each deposit will be 
converted to reserve with drilling and appraisal costs precluding. for small deposits. However we 
believe FML's mining plan which will ultimately capture 40% of the ounces held in resources is 
achievable.  

Capital Raising  
FML recently finalised a $28m capital raising ($25m placement, $3m share purchase plan) at 
$0.02/share. Funds will be used for: 

- Plant refurbishment A$18.0 million 

- Resource development A$4.6 million 

- Advanced exploration and definition A$3.8 million 

- Capital Raising Costs A$1.6 million 

Valuation  
Our valuation for FML is $0.07/share which is fully diluted for the recent raising.  

Figure 3: FML DCF Sensitivity 
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Focus Minerals Ltd $0.02 Year End June 30
Valuation A$m A$/sh Commodity Assumptions 2008A 2009F 2010F 2011F
Three Mile Hill 116 0.05 A$:US$ 0.90 0.72 0.68 0.70
Forwards (0) (0.00) Gold Price (US$/oz) 824 874 933 947
Unpaid Capital 0 0.00 Gold Price (A$/oz) 918 1220 1373 1353
Corporate 0 0.00
Exploration 30 0.01
Cash 38 0.01
Debt (inc CN) (16) (0.01)
Price Target 167 0.07
    (NPV)

Production Summary 2008A 2009F 2010F 2011F
Production (kt)
Three Mile Hill 4 45 46 106

Sensitivity -10% 0% +10%
Gold $0.46 $0.59 $0.72 Total Production 4 45 46 106
$US/$A $0.73 $0.59 $0.47

Cost Summary
Hedging koz 1-Year 3-years % Reserves Weighted Ave Gold Cash Cost (A$/oz) 467 467 594 557

0.0 0.0 0.0 0.0 Weighted Ave Gold Total Cost (A$/oz) 514 534 808 722
Gold Price Realised (A$/oz) 918 996 1374 1353

Valuation Summary of Operating Assets
Profit & Loss (A$m) 2008A 2009F 2010F 2011F
Sales Revenue 3.3 58.0 64.3 142.5
Other Income 0.0 0.1 2.4 0.0
Operating Costs 1.4 21.1 27.5 58.8
Exploration Exp. 0.0 1.0 2.0 2.0
Corporate/Admin 4.0 6.4 8.0 8.0
Unrealised loss/(gain) on hedging 0.0 6.4 0.0 0.0
EBITDA (2.1) 23.3 29.2 73.7
Depn & Amort 1.4 8.7 4.6 10.6
EBIT (3.5) 14.6 24.5 63.2

Gold Production Summary Interest 1.1 1.3 0.3 0.1
Operating Profit (4.6) 13.2 24.3 63.1
Tax expense 0.0 0.0 0.0 0.0
Abnormal Losses / Minorities 0.0 0.0 0.0 0.0
NPAT (4.6) 13.2 24.3 63.1
Normalised NPAT (3.2) 9.3 17.0 63.1
Cash Flow (A$m) 2008A 2009F 2010F 2011F
Adjusted Net Profit (4.6) 13.2 24.3 15.8
+ Interest/Tax/Expl Exp 0.0 2.3 2.3 0.5
- Interest/Tax/Expl Inc 9.1 6.7 4.3 4.1
+ Depn/Amort 1.4 8.7 4.6 10.6
+/- Other 0.0 0.0 0.0 0.0
Operating Cashflow (12.3) 17.6 26.9 22.7
- Capex (+asset sales) 25.5 9.7 26.6 8.3
- Working Capital Increase 0.0 6.0 0.0 0.0

Reserves & Resources - Other Investing 0.0 0.0 0.0 0.0
Reserves Mt Au g/t Au koz Free Cashflow (37.8) 1.8 0.3 14.4

111 - Dividends (ords & pref) 0.0 0.0 0.0 0.0
+ Equity raised 18.0 25.0 0.0 0.0
+ Debt drawdown (repaid) 13.3 (6.0) (7.3) 0.0

Resources Mt Au g/t Au koz Net Change in Cash (6.5) 20.8 (6.9) 63.3
22.0 2.5 2692 Cash at End Period 7.4 37.7 30.7 94.1

Net Cash/(Debt) 7.4 28.7 29.0 92.3
Total 22.0 2.5 2692 Balance Sheet (A$m) 2008A 2009F 2010F 2011F

Cash/Bullion 7.4 37.7 30.7 94.1
Directors Total Assets 92.8 132.1 144.3 207.4
Name Position Total Debt 0.0 9.0 1.8 1.8
Donald Taig Exec Chairman Total Liabilities 59.3 60.4 48.3 48.3
Campbell Baird CEO Shareholders Funds 33.4 71.7 96.0 159.0
Chris Hendricks Non-Executive Director
Phil Lockyer Non-Executive Director Ratios

Net Debt/Equity (%) na na na na
Interest Cover (x) (3.1) 11.0 90.0 595.7

Substantial Shareholders Shares (m) % Return on Equity (%) na 18.5 25.3 39.7
Matador Mining Pty Ltd 140.00 5.61

Three Mile Hill
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