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SOLID PROGRESS AT PRIESKA
Prieska acquisition completed: Since our September 2016 initiation note, Orion Minerals
(“Orion” or “the Company”) has completed the acquisition of 100% of Agama Exploration
and Mining (Pty) Ltd (“Agama”), the holder of 73.33% of the Prospecting Rights over the
Prieska Copper Mine Zinc-Copper Project (“PCM”) and the Marydale Gold-Copper Project
(“Marydale”), both located in the Northern Cape Province of South Africa.
Tembo Capital facilitated acquisition: The acquisition was largely funded through a
convertible note issue of $6.05 million, with $3 million of this contributed by Tembo Capital
(“Tembo”), a well-regarded and leading resource sector private equity group.
Tembo cornerstone investment a vote of confidence: In addition to the convertible
note investment, and as part of a strategic relationship with Orion, Tembo has also agreed,
following exhaustive due diligence, to become a cornerstone investor in the Company
by taking a $3 million share placement of 125 million shares @ $0.024/share - Tembo has
indicated that it intends to use its Top Up Right to maintain a minimum 12.5% stake in Orion.
Site activities at PCM accelerating: Solid progress has been made on site activities at the
infrastructure rich PCM Project since the February 2017 site visit by the writer – activities
have included accessing both the decline and Hutchings shaft, resource definition drilling at
the shallow, potentially open-pittable +105 Target and commencement of drilling for the Deep
Sulphide Target - drilling results will be used for initial Mineral Resource Estimates (“MRE”),
with the +105 Target MRE due soon, and the one for the Deep Sulphide Target due in early
2018 - these will be used, along with other data, in the ongoing pre-feasibility study (“PFS”).
+105 Target returning strong drilling results: Drilling at the +105 Target continues to return
excellent results, with this also confirming the presence of a high grade supergene zone.
Mine infrastructure in good condition: The work on the shaft and decline has shown both
to be in relatively good condition for the extents thus far accessed – the major shaft structure
is in much better condition than that planned for in preliminary costing, and the near neutral
pH of the water in the mine has been confirmed, thus boding well for the condition of the
shaft below the current water level, which is at 348m below surface.
Other prospects also attractive: Ongoing work at the Kantienpan, Marydale and
Jacomynspan projects has also highlighted the potential of the fertile and under-explored
Areachap Belt to host a variety of mineralisation styles, including volcanogenic massive
sulphide (“VMS”) and intrusive related nickel-copper-PGE systems.
Independence Group on the register: As part of the $2 million joint venture (“JV”) deal over
the Fraser Range Project, Independence Group (ASX: IGO, “Independence”) subscribed for
$1.3 million in Orion shares, a vote of confidence from a significant Australian mid-tier miner.
Zinc remains strong: Forecasts for the zinc market remain bullish for the medium term, with
continuing tight supply conditions and increasing demand.
Steady news flow: We would expect steady news flow with continuing activities on all
projects, with this accelerating later in the year with ongoing results from the Deep Sulphide
Target drilling and the initial +105 Target MRE.
Quality confirmed by site visit: The quality of personnel, projects and the high standard of
work being carried out was confirmed by our site visit - on the personnel side the Company
has a very strong and experienced team of South African nationals in place.

Valuation Update
Our updated valuation for Orion is in the range of $0.060 to $0.098/share, up from our
September 2016 preferred valuation of $0.053/share, reflecting the significant progress
(including finalising of the PCM acquisition) and de-risking of projects made by Orion. This per
share valuation range equates to a Company valuation range of $55.4 million to $89.7 million,
in contrast with the September preferred Company valuation of $30.7 million.
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ACTIVITIES UPDATE
OVERVIEW
 Orion’s activities since our September 2016 initiation report have largely been focussed
on advancing the South African Areachap assets, with work including drilling at PCM,
accessing the existing mine access infrastructure and exploration, including geophysical
surveys and drilling at Kantienpan and Marydale and data reviews at Jacomynspan
(Figure 1).
 With the acquisition of Agama now complete (a key point, significantly de-risking any
investment in Orion) and the recent capital raisings, activities are now funded and will
be concentrated at PCM to rapidly progress completion of MRE’s for both targets by
early 2018, with these, and the results of other techical work including metallurgy to be
incorporated into a subsequent PFS.
 Ongoing work includes drilling at both the +105 and Deep Sulphide Targets, with the
Initial MRE for the +105 Target due later in the June 2017 quarter and that for the Deep
Sulphide Target in early 2018 - exploration targets for these zones are shown in Table 1.
 Given the extensive historical drill database (along with engineering and metallurgical
data) the Deep Sulphide Target drilling is for statistical validation and minor infill only, a
significant advantage for Orion.
 Also of a significant advantage is the excellent infrastructure available to the site; in
addition to the utility and transport infrastructure this includes mine access, with ongoing
work including shaft inspections down to 300m below surface and re-entry into the
decline down to at least 178m below surface - this work has shown both to be in very
good condition, and should, along with the other infrastructure, enable relatively rapid
progress and reduced capital costs on any future development.
Figure 1: South African project locations

Source: Orion
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Table 1: PCM Exploration Targets
PCM Exploration Targets
Category

Tonnes (Low)

Tonnes (High)

Cu (Low)

Cu (High)

Zn (Low)

Zn (High)

+105 Exploration Target

3.0 Mt

4.5 Mt

1.00%

1.60%

1.30%

2.00%

Deep Sulphide Exploration
Target

7.0 Mt

11.0 Mt

1.20%

1.80%

3.90%

5.90%

Total - 100% Basis

10.0 Mt

15.5 Mt

1.14%

1.74%

3.12%

4.77%

Total - 73.33% Basis

7.3 Mt

11.4 Mt

1.14%

1.74%

3.12%

4.77%

Source: Orion

 Historical records, dated one year before cessation of underground mining activities
in 1988, quote a drilled out mining reserve of 23,765,486 tons at 1.57% Cu and 4.26%
Zn, highlighting the potential for the Deep Sulphide Target - mining depletion post this
statement would have been a maximum of two million tons, with surface stockpiles
being milled from 1989.
 We understand that the “ton” used here is the “long ton”, equal to 2,240lbs, or 1,016kg.
 This estimate conformed to best industry practice at the time.
 Exploration activities, with positive results, have also continued on the other projects in
the Areachap Belt.
 The Areachap Belt, although highly mineralised, has seen very little modern exploration,
and thus is highly prospective for new discoveries in addition to the mineralisation
outlined to date.
 On the corporate side, we have seen the financing of activities, including a $3 million
placement by Tembo associated with a strategic alliance, and the building of a strong
South African team amongst others.

AREACHAP PROJECTS (SOUTH AFRICA)
Agama Acquisition Completion
 As announced to the market on March 30 2017, Orion finalised the acquisition of 100% of
Agama, giving it a 73.33% interest in the PCM and Marydale projects.
 Consideration for the acquisition included a cash component of ZAR31.5 million (~$3.3
million), escrowed consideration shares of ZAR21.5 million (~$2.2 million, with 94.3
million shares, each with a $0.0462 free attaching option attached with an exercise date
of 29 March 2019), and provision of finance of ZAR33.3 million (~$3.4 million) to Agama
to allow all shareholder loans to be settled.
 The acquisition was funded largely by way of a $6.05 million convertible note issue, with
$3 million being taken up by Tembo as part of a broader strategic alliance and financing
package (discussed later).
 The finalisation of the acquisition has provided the impetus for the acceleration of site
activities.

+105 Target Drilling
 Drilling at the shallow, +105 Target is near completion, with, as of May 25, 2017, 20
reverse circulation (“RC”) and 13 diamond core holes being completed for a total of
2,900m, with four holes underway at the time of the release.
 These included hole OCOD039, a large diameter core hole drilled to collect metallurgical
samples.
 The drilling is to be used in the initial MRE for the +105 Target, a potentially open-pittable
zone of mineralisation above the historic workings, which has a NW-SE strike length of
some 700m.
 With cash now available, this programme has been expanded to drill fans of multiple
holes from a single pad on each section, as shown in Figure 3, which allows the
mineralisation to be targeted at specified mineralised zones.
 Due to the presence of sink holes precluding the optimum siting of drill-rigs, very shallow
drill hole dips (down to 15° from the horizontal) have been required on several sections.
 Due to this not being standard industry practice, some teething issues were
encountered at the commencement of the programme, however these challenges have
been solved with drilling now running smoothly – this is shown in Figures 2 and 3.
Independent Investment Research
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Figure 2: Shallow angle drilling, +105 Target

Source: IIR
Figure 3: +105 Target cross section, showing shallow angle holes

Source: Orion

 The work has identified zonation in the mineralisation, including an upper oxide zone with
moderate grades, a low-grade leached zone and a high-grade supergene zone.
 Notable intersections have included:
––

22m at 10.8% Zn, 1.38% Cu and 0.3g/t Au from 57m, including: 7m at 17.8% Zn and
1.41% Cu (OCOR016);

––

20m at 8.58% Zn, 2.21% Cu and 0.3g/t Au from 48m, including: 17m at 9.98% Zn
and 2.01% Cu (OCOR023);

––

42m at 4.41% Zn, 2.36% Cu and 0.42g/t Au from 55m, including: 5m at 9.28% Cu
from 55m & 6m at 12.4% Zn from 75m (OCOR027);

––

9.3m at 4.0% Zn, 1.4% Cu, 0.13g/t Au and 9.0g/t Ag from 170m (OCOD033);

––

29.4m at 3.06% Zn + 1.52% Cu, 0.36g/t Au and 9.0g/t Ag from 112.6m, including:
8.5m at 4.33% Zn + 2.17% Cu from 115m and 3m at 7.13% Zn from 139m
(OCOD036).

 Due to the shallow dips of a number of holes downhole intersection pierce point depths
do not accurately reflect depth below surface.
Independent Investment Research
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Deep Sulphide Target Drilling
 Drilling of the Deep Sulphide Target, which includes known sulphide mineralisation that
was not previously mined, has recently commenced, with this initially targeting the high
grade north-western block of mineralisation (Figures 4 and 5).
 Using directional drilling techniques up to 10 mother holes will be drilled, each from
which up to 14 daughter holes will be drilled – this will significantly cut the number of
metres, and hence costs and time of the programme, and is a technique widely used in
the drilling industry.
 This is designed to systematically test and verify, on a nominal 45m x 45m grid for 75%
of the mineralisation (and a spacing of up to 100m for the rest), the results of historic
drilling, with the data to be used in an initial MRE for the Deep Sulphide Target.
 The programme is expected to be completed by the end of 2017, with an initial MRE
released in Q1, 2018.
Figure 4: Deep Sulphide Target planned initial drilling looking east

Source: Orion
Figure 5: Deep Sulphide Target historical and planned intersections

Source: Orion
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Mine Re-entry and Assessment
 Activities are well advanced on re-entry into the decline and inspection of that portion of
the Hutchings shaft above water.
 The inspections of the shaft down to a depth of 300m have shown that the main carrier
steelwork is in reasonable condition, and should not need replacement as part of any
future refurbishment.
 The water level is at 348m below surface, and has been sampled for environmental
baseline studies and to assess its suitability as metallurgical process water – the tests
have returned a near neutral pH of 7.4, which also provides comfort that the concrete and
steelwork below the water level will not be corroded.
 The decline has been opened and accessed to more than 178m below surface –
inspections show this to be in very good condition, with only minor cleaning and support
work required – this has also shown that ground conditions are better than expected.
 Inspections of the 64m high Hutchings shaft head frame (Figure 6) show it to be in good
condition, and suitable for use in any restart of underground operations.
Figure 6: PCM head frame

Source: IIR

Regional Exploration – Marydale Gold-Copper
 Recent work at the Marydale Project has included induced polarisation (“IP”) geophysical
surveying and diamond drilling including five holes for 1,742.3m, largely targeting a
strong arcuate IP anomaly some 1.7km from the historically drilled NW quadrant prospect
(Figure 7).
 Results were generally encouraging, with drill intersections including 64m @ 1.55g/t Au
and 0.26% Cu from 128m in hole OWCD032.

Independent Investment Research
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Figure 7: Marydale drilling on IP image

Source: Orion

Regional Exploration - Kantienpan Zinc-Copper Deposit (Masiqhame)
 Work at Kantienpan has included EM surveying and RC/diamond drilling, with five holes
for 1,561.4m being drilled (Figure 8).
Figure 8: Kantienpan drilling and geophysics

Source: Orion
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 The drilling targeted the KN1 conductor identified by the EM surveying, and intersected
VMS massive sulphide mineralisation, with results including:
––

2.05m at 9.93% Zn + 0.09% Cu from 404.87m (OKND016);

––

3.55m at 2.13% Zn + 0.35% Cu from 409.75m (OKND016);

––

1.91m at 4.35% Zn + 0.32% Cu from 404.12m (OKND017), and,

––

1.26m @ 3.54% Zn + 0.30% Cu from 423.62m (OKND018B).

 This is interpreted to be a separate zone of mineralisation than that intersected in
historical drilling, with results to be reviewed, and with future exploration likely to target
both zones using geochemical and geophysical methods to help plan future drilling
programmes.
 Kantienpan is within the Masiqhame prospecting right, in which Orion has satisfied
obligations to earn 50%, and has the option to earn up to 73%.

Regional Exploration - Jacomynspan Nickel-Copper-PGE Project (Namaqua
– Disawell)
 Jacomynspan is within the Namaqua – Disawell prospecting right, in which Orion has the
option to earn up to 59.2% through meeting expenditure commitments.
 The area contains numerous occurrences of VMS mineralisation, as well as magmatichosted nickel-copper mineralisation as typified by the Jacomynspan deposit, discovered
and drilled out by Anglo-American Prospecting Services (“AAPS”).
 Orion is currently reviewing historic exploration data for the prospecting rights which
have geology analogous to that in the Fraser Range Province of Western Australia that
hosts Independence’s Nova-Bollinger deposit - this highlights the prospectivity for further
discoveries of magmatic sulphide nickel-copper mineralisation, with a number of untested targets identified in addition to the known Jacomynspan deposit.

FRASER RANGE (WESTERN AUSTRALIA)
 On March 10, 2017 Orion announced that it had secured a joint venture deal with
Independence whereby Independence would acquire between 60% and 70% of Orion’s
large Fraser Range tenement package.
 Consideration for the transaction was $700,000 in cash and a placement in Orion for
$1,300,000, for a total of $2,000,000 – 54,166,666 consideration shares were issued.
 The holdings include three groups of tenements:
––

100% Orion held – Independence acquired 70%,

––

Creasy JV tenements – Independence acquired 60%, with Orion reducing to 10%
and Creasy retaining 30%, and,

––

GR JV tenements – Independence acquired 65%, with Orion reducing to 15% and
GR retaining 20%.

 In addition to this initial acquisition, Independence has options to acquire additional
equity in the tenements:
––

The option to acquire an additional 5% in all tenements for $10,000,000 in cash or
the equivalent value of IGO shares (at IGO’s election), or,

––

The option to acquire an additional 5% of the GR tenement only for $5,000,000 in
cash or the equivalent value of IGO shares (at IGO’s election), or,

––

The option to acquire an additional 5% of the Orion and Creasy JV tenements for
$7,500,000 in cash or the equivalent value of IGO shares (at IGO’s election).

 Orion will be free carried until the completion of a PFS on any of the tenements.
 Orion has the option to purchase GR’s 20% interest in the relevant tenement for
$1,000,000 cash and a 1% NSR royalty.
 Our calculations indicate that the acquisition was for an interest in 2,445km2 of granted
tenements, with the effective interest being for 1,600km2, or a price of $1,250/km2.
 Independence, with a market capitalisation of $2 billion, is a significant mid-tier Australian
miner, and having them take a stake in Orion as part of the consideration is a vote of
confidence in the Company, management and projects.
 The deal allows Orion to retain exposure to what is still a highly prospective area without
any financial impost, and allows Orion to concentrate on its core South African projects.

Independent Investment Research
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CONNORS ARC (QUEENSLAND)
 The Company has not carried out any recent field activities on the highly prospective
Connors Arc tenement package in Queensland, and is actively looking at options to
generate value from the project.

CORPORATE
 There have been significant corporate activities since our initiation note, with these
largely concentrated on the Areachap projects.
 Key milestones include the exercise of the Agama option, funding through Tembo and
the JV agreement with Independence (discussed above).

South African Personnel
 The Company has appointed a very strong team of South African professionals to
oversee the corporate and technical activities on the South African projects.

Share Placements
 In addition to the recent Tembo and Independence placements, since our initiation report
the Company has placed some $2.8 million worth of shares at prices of between $0.018
and $0.02/share, with Directors taking up significant stock as part of these raisings.

Convertible Notes Issue
 As announced to the market on February 7, 2017, and approved at a meeting of
shareholders on March 13, 2017, Orion raised $6.05 million through the issue of
232,692,294 convertible notes, each with a face value of $0.026.
 This included a take-up of $3 million by Tembo.
 The notes have a maturity date of March 17, 2019, with an annual interest rate of 12%,
paid quarterly in arrears.
 A number of other standard terms and conditions regarding early redemption and
conversion are attached, with these outlined in the March 2017 quarterly cash flow
report.
 The cash from the notes was largely used to fund the completion of the acquisition of
Agama.

Tembo Capital Funding and Strategic Relationship
 The financing arrangements with Tembo includes two parts; the original $3 million in
convertible notes, and a subsequent cornerstone placement of $3 million as announced
to the market on May 31, 2017 – the placement of 125 million shares @ $0.024/share is
through Tembo’s nominee Ndovu Capital X BV.
 The $3 million placement is part of the potential issue of up to 200 million shares at
$0.024/share ($4.8 million) approved at the shareholder meeting held on May 17, 2017,
with funds received to be used on ongoing activities at PCM.
 Orion may also seek to place the extra $1.8 million approved by the May 17, 2017 meeting
(above the Tembo $3.0 million placement), and should this be placed, and all notes
converted, Tembo will hold 19.6% of Orion.
 The Tembo placement forms part of a broader alliance, whereby Tembo has indicated that
it intends to use its Top Up Right to maintain a minimum 12.5% stake in Orion, subject to
terms and future circumstances.
 The Top up Right is a result of a waiver of Listing Rule 6.18 granted by the ASX to
Orion and in favour of Tembo, whereby Tembo has been granted an anti-dilution right to
maintain its percentage holding in Orion for as long as it holds at least 12.5% of Orion’s
shares on issue.


The relationship will also allow Orion access to Tembo’s strategic and financing networks
whilst Tembo continues to hold at least 12.5% of Orion – Tembo will be able to maintain
its equity position through its Top Up Right and thus may participate in any future capital
raisings.

 Tembo will also nominate one non-executive director, and have access to certain project
information dependent upon maintaining the 12.5% equity in Orion.
 Tembo will also be offered the opportunity to sub-underwrite any rights issue within six
months following the completion of the placement.
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 Tembo is a well-regarded private equity group targeting junior to mid-tier resource
investment opportunities in developing countries, that, with its in-house financial and
technical expertise as well strong networks within the mining industry, has a strategy of
adding long term value to its investments.

VALUATION
 We have updated our September 2016 NAV valuation to reflect subsequent events and
significant de-risking of in particular PCM, with the revised valuation shown in Table 2.
 Our preferred valuation is in the range of $0.060 to $0.098/share, the upper half of the
total valuation range 0f $0.023 to $0.098/share, based on the current share structure
diluted for the Tembo placement, and including the Tembo placement.
 The total company valuation has increased 80% to a range of $21.2 million to $89.7
million, with a midpoint of $55.4 million – the previous valuation had a midpoint of $30.7
million.
 The valuation methodology is largely the same as for our September 2016 note, however
the Fraser Range Project is significantly different given the acquisition by Independence
– our calculations indicate that Orion has an effective holding of 502km2, which at a
transaction valuation of $1,250/km2 values it at $628,000 which forms the lower valuation
- we have only included granted tenements in this calculation - applications are ascribed
no value.
 We have applied an upper value of $4,000/km2 for the Fraser Range Project (similar to
that for other Fraser Range operators), resulting in an upper total valuation of $2 million.
 The transaction value takes no account of the future “top-up” options in the agreement
with Independence.
 In the updated valuation IGV multiple valuation for PCM we have used a multiple of 1.0%
to 2.0% of the in-ground value of the exploration targets - these have been increased
from the 0.5% to 1.0% range used previously considering the de-risking of the Project
with ongoing activities.
 These have been applied to the tonnage and grade ranges quoted in the targets (hence
the large range in values) - these multiples will also increase with estimation of the
MRE’s, initially for the +105 Target and then for the Deep Sulphide Target.
 Although these multiples are more applicable to JORC-compliant inferred resources,
given the quality of the historic data and the operational history at PCM we consider their
use here justified.
 The Kilburn method valuations for Marydale, Masiqhame, Namaqua/Disawell and
Connors Arc are as for our September 2016 valuation, however in the case of the South
African properties work by Orion has reinforced the prospectivity of these projects, and
hence our preferred valuation is towards the upper part of the valuation range.
 We have not included interest liabilities on the convertible notes - depending upon the
redemption/conversion profile of the notes the potential interest liability will be up to
$1.45 million should all notes be held to maturity.
Table 2: Orion valuation summary
Orion valuation summary
Asset

Low
Value

High
Value

Mid
Value

Per Share
Low

Per Share
High

Per Share
Mid

Prieska Copper - 73.33%

$13.5m

$64.2m

$38.9m

$0.015

$0.070

$0.042

Marydale - 73.33%

$0.5m

$3.0m

$1.8m

$0.001

$0.003

$0.002

Masiqhame - 50%

$2.4m

$8.5m

$5.5m

$0.003

$0.009

$0.006

Namaqua/Disawell - 18.5%

$0.6m

$2.0m

$1.3m

$0.001

$0.002

$0.001

Connors Arc - 100%

$3.5m

$10.0m

$6.8m

$0.004

$0.011

$0.007

Fraser Range - 10-30%

$0.6m

$2.0m

$1.3m

$0.001

$0.002

$0.001

Cash - 100% (March 31, 2017 +
Tembo placement)

$6.1m

$6.1m

$6.1m

$0.007

$0.007

$0.007

Con Notes – 100%

-$6.1m

-$6.1m

-$6.1m

-$0.007

-$0.007

-$0.007

Total

$21.2m

$89.7m

$55.4m

$0.023

$0.098

$0.060

Source: IIR Analysis
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RISKS
 Funding: Given the funds raised recently and the strategic partnership with Tembo
funding risks are largely mitigated in the case of South Africa, even through up to an
additional $10 million may be required to complete development studies at PCM. There
are no funding risks associated with the Australian projects, with Fraser Range being
100% funded by Independence and the Company looking at options regarding Connors
Arc.
 Exploration: This risk largely applies to the Areachap regional projects, however drilling
results to date (both historical and that carried out by Orion) confirm the prospectivity of
all project areas. This is the key technical risk for the Australian projects, however this is
partially mitigated by the prospectivity of the project areas, and given the status of the
Australian projects there is no financial risk ascribed to Orion.
 Resource: This will be a risk at PCM, however mitigated through the historical work and
the Exploration Targets that have been estimated. The reputable provenance of historic
exploration data (ex-Anglovaal) and reputation of key personnel such as the famous Dr
Dani Krige, who published geostatistical scientific papers on the resource estimation
methodology somewhat mitigates that risk.
 Metallurgy: We do not see this as an issue at PCM, with historical processing
confirming the metallurgical characteristics of the PCM mineralisation, which historically
had good metal recoveries, with these also being able to be improved through recent
improvements in processing.
 Development: There are always risks in taking a project through to development, with
things commonly not going as planned. In the case of PCM a factor here will be the
amount of rehabilitation required in the existing development, however work to date
mitigates this, highlighting the good condition of the assets that have been accessed to
date. In addition to the current records and database, Orion also has access to personnel
involved in the historic operations, which will provide an invaluable asset in mitigating
development risk.
 Permitting, Country and Sovereign Risk: We consider this low in regards to
the Australian projects, which are in well understood and relatively stable mining
jurisdictions. The risk in South Africa is higher; however the current mining law and BEE
provisions have now operated for some time. There are still periodic strikes in the mining
industry driven by the relatively militant NUM & AMCU unions and there are ongoing
problems in delivering stable grid power supplies, although this is being addressed
and is also partly mitigated by the unique situation of the site, which is surrounded by
independent commercial clean energy power producers.

Independent Investment Research

11

DISCLAIMER
(a) Disclaimer

(c) Copyright Protection

The information, reports, financial models, forecasts, strategies, audio
broadcasts and other media (referred to as “Content” throughout this
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