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Quick Read
Venturex Resources (VXR) has validated its recent strategy change to focus on
exploration in 2013 with positive results from Kangaroo Caves. This confirms that
exploration upside may provide further Reserve scale as part of the ongoing assessment
of the feasibility study. VXR remains highly leveraged to exploration success.

Event & Impact | Positive
Kangaroo Caves drilling results validate exploration strategy: A shift of strategic focus
towards exploration in 2013 has yielded positive results from Kangaroo Caves (KC) with
the extension of copper and zinc mineralisation. KC provides upside for a future revision
of the Sulphur Springs (SS) feasibility study given its proximity to SS and the improving
grade trend. Grades of up to 4.0% copper and 9.3% Zn have been defined within discrete
zones and structural offsets which present an opportunity to identify additional
mineralisation. Key results include:
• KRC007
• KRC007
• KRC008

6m @ 0.6% Cu, 9.3% Zn, 7.3g/t Ag from 137m from 154m
4m @ 2.6% Cu, 0.8% Zn, 2.8 g/t Ag, 0.02 g/t Au from 165m
5m @ 4.0% Cu, 0.2% Zn, 3.3g/t Ag, 0.01 g/t Au from 143m

$4m earmarked for exploration in 2013: Proceeds of the current $6.4m capital raising
(together with current $2.2m cash) will be weighted towards brownfields and
greenfields exploration at both SS and Whim Creek (WC). This forms part of the
enhancement program to increase the modest Resource/Reserve base that underpinned
the 2012 feasibility study. VXR has identified near-term targets which include
geophysical targets at Liberty Indee, Salt Creek and additional exploration at KC.
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Enhancing the feasibility study: The study provided a ‘base case’ for a production
scenario moving forward. Argonaut’s valuation confirms that increasing the current
mine life beyond ~8.5 years (based on a 1Mtpa operation) is a key lever to NPV
accretion. Whilst SS is the current ‘centre of gravity’ based on existing Reserves, new
discoveries at SS or WC may change this outcome.
Brazil exploration remains measured, without being a distraction: Whilst VXR’s
Brazilian gold exploration projects offer a second angle for VXR’s strategy, exploration
will be limited in 2013 with a budget allocation of ~$200k. The assets offer strategic
appeal and joint venture partners are being sought to continue exploration.

Recommendation
Argonaut’s valuation has been reduced to 3.5c (was 4.5c) based on a pre-production
peer average EV/Resource lb metric of US3.1c/lb. Speculative buy maintained.
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Sticking to the knitting
Positive results from Kangaroo
Caves validates VXR’s exploration
strategy in 2013…

Venturex Resources (VXR) has validated its recent strategy change to focus on
exploration in 2013 with positive results from Kangaroo Caves (KC). This confirms that
exploration upside may provide further Reserve scale as part of the ongoing assessment
of the feasibility study. VXR remains highly leveraged to exploration success.

…with extensions to both the
copper and zinc mineralisation

A shift of strategic focus towards exploration in 2013 has yielded positive results from KC
with the extension of copper and zinc mineralisation. Grades of up to 4.0% copper and
9.3% Zn have been defined within discrete zones and structural offsets of mineralisation
present an opportunity to identify further zones.

Exploration is key to providing
further scale to improve the
project economics

Resource scale is necessary to the support a future revision of the Sulphur Springs (SS)
feasibility study. The study provided a ‘base case’ for a production scenario moving
forward. Argonaut’s valuation confirms that increasing the current mine life beyond ~8.5
years (based on a 1Mtpa operation) is a key lever to NPV accretion. Whilst SS is the
current ‘centre of gravity’ based on current Reserves, new discoveries at SS or WC may
change this outcome.
Figure 1: Sulphur Springs location and key targets in red

Sulphur Springs encompasses a
35km belt of mineralised volcanic
lithology

Source: VXR

The strategic shift to exploration is
positive

Argonaut considers the shift to an exploration focus in 2013 as positive move for VXR’s
development strategy as the aggregate land package at SS and WC has more to offer.
The $4m exploration budget provides adequate funding to identify and test multiple
targets via results-driven program.

Corporate Advisers | Stockbroking & Research | Special Situations Financing | Page 2

District potential at Sulphur Springs and Whim Creek
Sulphur Springs
Sulphur Springs is the ‘centre of
gravity’ of VXR’s current Resource
base

Sulphur Springs (SS) forms part of a 35km belt of mineralised volcanic horizon which
host multiple VMS occurrences. In July 2012, VXR acquired an additional 14 tenements
2
through the Panorama Exploration JV covering an area of approximately 35km to the
south of SS. This created a contiguous land holding covering multiple prospects including
KC and the consideration for the acquisition is a $2/tonne production royalty for all ore
mined and treated by VXR (uncapped) to the vendors.

Multiple greenfields and
brownfields targets require
evaluation

Greenfields targets within the JV include Nambucca, Breakers, Man O’War, Anomaly 45
and Jamesons (Figure 1) which have received limited historical exploration. Argonaut
expects these targets to be prioritised and systematically evaluated as part of an
ongoing exploration program. The recent drilling results from KC together with the
under-explored regional targets demonstrate that Sulphur Springs has more to offer.

Whim Creek
Whim Creek cannot be forgotten
as it provides huge upside to new
VMS discoveries

VXR's Whim Creek deposits occupy a continuous geological belt 85km long and 5-10km
wide. This belt hosts numerous deposits including Whim Creek, Liberty Indee, Salt Creek,
Mons Cupri, and a number of exploration targets including Balla Balla. VXR has indicated
that exploration will move to Liberty Indee in May following the campaign at KC. A
six-hole program will target a number of airborne and ground EM anomalies adjacent to
Evelyn South in the near-term.

Geophysical and ground
reconnaissance data has provided
new targets to follow up

Whim Creek is highly prospective for new VMS discoveries given the relatively underexplored nature of the region. Brownfields exploration potential also persists which can
provide further upside to the current Resource base. Previous exploration has included
airborne geophysical surveys (VTEM), heli-magnetics and gravity survey which have
provided a basis for exploration targeting.
Figure 2: Location of VXR’s Pilbara assets

VXR control two VMS districts in
the Pilbara

Source: VXR

The strategic shift to exploration is
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Valuation
Offering the highest Cu equivalent grade in the peer group
VXR offers relative value in the
peer group…

VXR offers relative value. On the EV/Resource lb metric, the stock is trading at US2.0c v a
pre-production peer average of US3.1c, despite offering the highest Cu eq grade.
Figure 3: EV/Resource lb (pre-production peer group)

…with the highest Cu Equivalent
grade
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Results in an implied valuation for
VXR at 3.5c

Applying the average multiple results in an implied valuation of 3.5c.

Resources and Reserves
Leverage to new discoveries
Resource upside with 0.4c/share
value accretion for each additional
10% Cu Equivalent tonne

The current Resource/Reserve inventory confirms SS as the current ‘centre of gravity’ to
the Pilbara asset base. The copper equivalent grade exceeds the peer group average and
the recent results from KC may indicate that grade upside remains, despite the current
small size of the Resource. Metallurgical test work undertaken to-date de-risks the
mineral processing flow sheet of the feasibility study.
Whilst any new discoveries and material additions to current Resource is likely to be
longer-dated, our sensitivity analysis demonstrates NPV accretion in the order of 0.4c for
a 10% additional kt of Cu Equivalent Resource.
Table 1: Resources and Reserves of VXR’s Pilbara assets
Combined Reserve & Resource Position
Kt

Cu %

Zn %

Pb %

Ag g/t

Au g/t

Whim Creek

Reserves

1,172

1.24

1.30

0.54

28.44

0.14

Panorama

7,200

1.80

4.30

0.10

18.50

0.00

Total

8,372

1.72

3.88

0.16

19.89

0.02

Resources

Kt

Cu %

Zn %

Pb %

Ag g/t

Au g/t

7,239

1.30

2.28

0.66

27.18

0.19

Sulphur Springs

19,131

1.17

3.84

0.13

15.79

0.07

Total

26,370

1.20

3.41

0.28

18.92

0.10

Whim Creek

Source: Argonaut
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Important Disclosure
In May 2012 Argonaut acted as Sole Manager to the Placement and Entitlements issue to raise $11M and earned fees
commensurate with this service. Argonaut acts as corporate advisor for VXR and may receive fees commensurate with
these services. Argonaut holds or controls 61,102,319 VXR shares.
Information Disclosure
Each research analyst of this material certifies that the views expressed in this research material accurately reflect the
analyst's personal views about the subject securities and listed corporations. None of the listed corporations reviewed
or any third party has provided or agreed to provide any compensation or other benefits in connection with this
material to any of the analyst(s).
General Disclosure and Disclaimer
This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) or by Argonaut
Securities (Asia) Limited (“ASAL”) for the use of the clients of ASPL, ASAL and other related bodies corporate (the
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to any other person. If you are
not the intended recipient you must not use or disclose the information in this report in any way. ASPL is a holder of
an Australian Financial Services License No. 274099 and is a Market Participant of the Australian Stock Exchange
Limited. ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in Hong Kong
with its activities regulated by the Securities and Futures Ordinance (“SFO”) administered by the Securities and
Futures Commission (“SFC”) of Hong Kong.
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Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of
the Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial situation or needs. The
report may contain general financial product advice and you should therefore consider the appropriateness of the
advice having regard to your situation. We recommend you obtain financial, legal and taxation advice before making
any financial investment decision.
This research is based on information obtained from sources believed to be reliable and ASPL and ASAL have made
every effort to ensure the information in this report is accurate, but we do not make any representation or warranty
that it is accurate, reliable, complete or up to date. The Argonaut Group accepts no obligation to correct or update the
information or the opinions in it. Opinions expressed are subject to change without notice and accurately reflect the
analyst(s)’ personal views at the time of writing. No member of the Argonaut Group or its respective employees,
agents or consultants accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from
any use of this research and/or further communication in relation to this research.
Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage in or
refrain from engaging in any transaction. The Argonaut Group and/or its associates, including ASPL, ASAL, officers or
employees may have interests in the financial products or a relationship with the issuer of the financial products
referred to in this report by acting in various roles including as investment banker, underwriter or dealer, holder of
principal positions, broker, director or adviser. Further, they may buy or sell those securities as principal or agent, and
as such may effect transactions which are not consistent with the recommendations (if any) in this research. The
Argonaut Group and/or its associates, including ASPL and ASAL, may receive fees, brokerage or commissions for acting
in those capacities and the reader should assume that this is the case.
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There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security
may even become valueless. International investors are reminded of the additional risks inherent in international
investments, such as currency fluctuations and international stock market or economic conditions, which may
adversely affect the value of the investment.
The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s
and / or ASAL’s overall revenues.
Hong Kong Distribution Disclosure
This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is licensed (AXO 052) and
regulated by the Hong Kong Securities and Futures Commission. Further information on any of the securities
mentioned in this material may be obtained on request, and for this purpose, persons in the Hong Kong office should
be contacted at Argonaut Securities (Asia) Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong
Kong, telephone (852) 3557 48000.
Copyright
© 2013. All rights reserved. No part of this document may be reproduced or distributed in any manner without the
written permission of Argonaut Securities Pty Limited and / or Argonaut Securities (Asia) Limited. Argonaut Securities
Pty Limited and Argonaut Securities (Asia) Limited specifically prohibits the re-distribution of this document, via the
internet or otherwise, and accepts no liability whatsoever for the actions of third parties in this respect.
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