
 

Home | About Us | Products & Services | Team Profile | Talking Point | Research Reports | Contact   

Talking Point  Friday, 3 July 2009  
 

 
Click here to visit our website 

Saracen Minerals (SAR) - An imminent 110koz pa producer, BUY 

SAR is a W.A. based gold company with 580koz of reserves @ 1.7g/t Au and 2Moz 
of resources @ 1.8g/t Au, the majority of which is mineable by open cut means. 
SAR is currently in the process of refurbishing a 2.4mtpa processing plant with a view to 
have it operational and producing ~110kozpa of gold by early 2010. 
 
SAR currently has $34m in cash, an undrawn debt facility of $20m and only requires 
$27m in capital expenditure to get into production in Mar Q 2010. Connecting to the 
mains power is estimated to cost another $10 - $15m in late 2010, but is expected to 
reduce production costs by more than $50/oz. 
 
Cash costs are anticipated to be ~A$650/oz, generating $38.5m in cash at 
A$1,000/oz Au or $66m in cash at A$1,250/oz Au. While no hedging is currently in 
place, the company is contemplating a flat forward 100koz and another 80koz via put 
options. 
 
The mine is fully permitted, mill refurbishment has commenced and major contracts are 
currently being negotiated. 
 
We have performed a simple valuation of the project, a summary of which is shown in 
the table below. On top of our cost assumptions shown below, we have also allowed for 
another $10m over the next two years for exploration and corporate costs. 
 
DCF based valuation summary 

Gold price US$/oz 940 

Exchange rate AUD/USD 0.80 

Annual production koz 110 

Mine life years 6 

Start up capital A$m 30.0 

Sustaining capital A$m pa 2.0 

Cash cost A$/oz 650 

EBITDA A$m 46.6 

NPAT A$m 27.7 

Fully diluted shares m 372 

NPV/share @ 10% A$m 0.35 
 

Source: FSB research 
 
We believe this junior is undervalued and have set a price target of $0.35/share, 
reflecting our DCF based valuation. While we have not discounted our valuation to 
reflect commissioning risk, we think this is balanced by our conservative mine life of six 
years, reflecting current reserves only, despite the 2Moz resource base and exploration 
upside potential. 
 
 
Recommendation. BUY SAR (Price: $0.19, PT: $0.35) 
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Disclaimer & Disclosure of Interest. Foster Stockbroking Pty Limited has prepared this report. This 
document contains general securities advice only. In preparing the report, Foster Stockbroking did not 
take into account the specific investment objectives, financial situation or particular needs of any 
specific recipient. The report is published only for informal purposes and is not to be construed as a 
proper research report or solicitation or an offer to buy or sell any securities or related financial 
instruments. Foster Stockbroking is not aware that a recipient intends to rely on this report and is not 
aware of the manner in which it will be used by the recipient. 
 
Investors must obtain purchased financial advice from their investment advisor to determine whether 
the information contained in this report is appropriate to the investor's financial circumstances. 
Recipients should not regard the report as a substitute for the exercise of their own judgment. 
 
Foster Stockbroking believes that the information contained in this document is correct and that any 
estimates, opinions, conclusions or recommendations are reasonably held or made at the time of its 
compilation in an honest and fair manner that is not compromised. However, no representation or 
warranty is made as to the accuracy, completeness or reliability of any estimates, opinions, conclusions 
or recommendations (which may change without notice) or other information contained in this 
document and, to the maximum extent permitted by law, Foster Stockbroking disclaims all liability and 
responsibility for any direct or indirect loss or damage which may be suffered by any recipient through 
relying on anything contained in or omitted from this document. Foster Stockbroking is under no 
obligation to update or keep current the information contained herein and has no obligation to tell you 
when opinions or information in this report change. 
 
Foster Stockbroking, and its directors, officers and employees or clients may have or had interests in 
the securities of the instruments referred to herein, and may make purchases or sales in them as 
principal or agent at any time and may effect transactions which may not be consistent with the opinion 
set out in this report. Foster Stockbroking and its Associates state that they may earn brokerage, fees 
or other benefits from securities referred to in this report. Furthermore, Foster Stockbroking may have 
or have had a relationship with or may provide or has provided investment banking, capital markets 
and/or other financial services to the relevant company.  
 
Specific disclosure: Foster Stockbroking and/or associated parties have beneficial ownership or other 
interests in securities issued by SAR at the time of this report. Diligent care has been taken to maintain 
an honest and fair objectivity in writing the report and making the recommendation.  

 

 
 


