
 

 

EMERGING MID TIER GOLD PRODUCER  

Stock Focus 
SARACEN MINERAL HOLDINGS LIMITED 

THESIS  
Saracen is an emerging gold producer, with a very significant 

resource base, and minimal capital expenditure requirements.  
We see excellent value based on our current forecasts, with very 
little imputed for the very real exploration upside within 
tenements held, not to mention the potential to upgrade further 
resources into reserves over time.  
 

Large resource base of  2.0m ounces .  Saracen recently 

upgraded its reserve base 60% to 580k ounces, and the short term 

focus will be to expand this further through additional drilling within 
the existing resource base.  Saracen is using approximately $6m 
(or more) of the recent capital raising on brown fields exploration.  

 

Key infrastructure already in place.  Saracen owns a 2.4mtpa 8 

year old plant, which is in excellent condition only requiring 

approximately $6m for the full refurbishment.  The 150 man camp 
is also fully operational and in excellent condition.  The combined 
replacement cost of infrastructure already in place is estimated at 
$100 -$150m.  

 

Operating costs potentially around $650/oz, or less.  Saracen 

announced earlier this month that it had gained approval for grid 

power.  The cost saving of this vs. Diesel is estimated by the 
company at $A60 -$A100/oz, or savings of between $6 -$12m per 
annum.  The cost of establishing the power line is estimated at $10
-$15m, meaning payback in under 2 years, and most probably 1 
year.  

 

Production of 100k to 120k ounces per annum is expected to 

commence first quarter 2010, with the mill expected to be 
commissioned late this year.  There are no serious impediments to 
this profile, with the longest lead item the dewatering of existing 

pits (circa 6 months).  
 

First class exploration acreage extending up to Red October in 

the North (Just South of deposits such as Granny Smith, Sunrise 

Dam and Wallaby).  
 

Project fully funded.  Saracen have announced a $20m project 

financing facility with RNB Bank, and also successfully raising 
$28m, which sees them fully funded for both plant commissioning 
and also establishment of the power line to connect grid power to 
the operations.  

 

 

RECOMMENDATION : POSITIVE  

Share Price History 

Cathy Moises  June 22, 2009 

Trading Data  

  

Evans and Partners acted as Arranger to the March 2009 and June 
2009 placements and received fees for acting in this capacity.  Ev-
ans and Partners is also maintaining an ongoing corporate mandate 
with Saracen.  
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Share Price:

Year to Jun 08A 09E 10E 11E

NPAT ($m) -1.8 -4.9 8.4 51.8

EBITDA ($m) -1.8 -4.9 13.3 64.6

EPS (¢) -1.1 -1.5 2.5 15.3

EPS growth (%) Na Na Na 519%

PER (x) Na Na 8.5 1.4

Production (k ozs) 0 0 38 128

Cost ($A/oz) 0 0 703 702

DPS (¢) 0.0 0.0 0.0 0.0

Yield (%) Na Na Na Na

Franking (%) 0% 0% 0% 0%

Net Debt/ EBITDA (x) -0.7 Na Na Na

Earnings Forecasts

Valuation (DCF - cps)  $0.51

$A0.21

Last Price

12 month range $0.05 - $0.24

Market cap.*

Free Float

Avg. daily volume

Avg. daily value

12m return 

(historical)* Post Equity Raising

40%

$0.21

$70.9m

$70.9m

$217.3k

$30.8k



 

BACKGROUND  

 
In Saracenôs short history under the stewardship of Guido Staltari, the company has emerged from an 
exploration company with a relatively modest resource base of 760k ounces, to an emerging producer 
with a sizeable resource of over 2m ounces, estimated production start -up in the near term, and an en-

viable exploration portfolio encompassing approximately 160 granted tenements and 160 pending tene-

ment applications in the South Laverton region 120km N.E of Kalgoorlie.  
 
Guido is well known to most within the resources industry having successfully managed a number of 
mid tier mining companies, the most notable being Burmine, which ultimately was acquired by Sons of 
Gwalia in the 1990ôs.  While the Laverton South project has at times appeared uneconomic,  due to es-
calating operating costs (during the mining boom), Guido has persevered with development.  This deter-

mination has resulted in the Laverton South Project now being one of the very few gold projects close to 
production at a time when the A$ gold price is trading near historic highs, and costs are falling rapidly 
due to the large number of mining closures caused largely by falling base metal and bulk commodity 
prices.  
 
Saracen has already commenced the process of assembling a highly qualified team for the development 

and production phase.  Barrie Parker is the Project Manager, and has extensive development experience 

including managing the initial development of the Sunrise Dam and Boddington Projects.  Raleigh 
Finlayson is GM operations, with significant experience most recently at Lanfranchi (PAN) and Oceana 
Gold.   
 
 

 

 
 

Map of Laverton South Tenements  

Source:  Saracen Mineral Holdings Limited  



 

Source:  Saracen Mineral Holdings Limited  

PROJECT PARAMETERS  
 
The recently completed feasibility study on Laverton South assumes production from a 2.4mtpa plant 
will commence within the next 9 months, producing up to approximately 100 ð120K  ounces of gold per 
annum at operating costs close to current sector averages. Whilst mine life appears relatively short, it is 
purely due to lack of further work on the majority of the resource base, and we anticipate the mine life 
should ultimately extend well beyond current feasibility study estimates.  

 

The project economics appear compelling, with relatively low capital requirements of under $A30m 

(excluding grid power requirements), short lead times (due to the key infrastructure already being in 

place), and unparalleled upside based on current tenement holdings.  Saracen estimates operating costs 

within the first few years of production will be approximately $A640/oz, with further potential savings 

during stage 2 of the production development.  For our modelling purposes, we are only assuming a 

little over 500k ounces are process, with little or no value imputed for Stage 2 production, and further 

upgrades of resources to reserves.  

Saracens development timetable is outlined below, as is the 2 stage development plan for the Carosue 

Dam Project.  

Stage 1:  3 to 5 years life from early 2010  

Development in progress.  

Five ore deposits to be mined.  

Main Cash flow drives are Whirling Dervish and Porphyry.  

 

Stage 2:  additional 3 to 5 years life  

Porphyry U/G mine.  

Karari cut -back.  

Safari Bore cut -back.  

Elliots open cut mine.  

Red October cut -back.  

Red October U/G Mine.  

Whirling Dervish cut -back.  



 

PLANT  
 

The Carouse Dam Plant is an 8 year old CIL gold plant, with 2 stage crushing, and a rated capacity of 
2.4mtpa.  The replacement cost of this plant and associated mine infrastructure is estimated at $A100m 
to $A150m, compared to the current market capitalisation of the entire company of just $68m (based 
on the expanded capital base post the recent raising).  

 

The plant is in excellent condition, having been sealed upon shut -down 4 years ago, with Saracen esti-
mating maintenance required to bring the plant up to full operational status to be less than $A6m in-
cluding a generous contingency allowance.  

 

CAMP  

 
Saracen have a modern 150 man camp, which they 
acquired as part of the original Laverton South acquisi-
tion.  The camp is currently operating on a limited ba-

sis, and requires minimal refurbishment to accommo-
date the full mine staff.  
 
 
 
 

 
 
 

 
 
 
 

 
 



 

PROJECT FUNDING  

 
Post the June $26.5m raising (net of fees), Saracen is now fully funded for both full development of 
Stage 1 of the Carosue Dam Project and also establishment of grid power to the site.  Breakdown of use 
of the equity and debt funding usage is provided below.  

 

Debt Funding   $20m : Majority of project funding.  

Equity Funding    $7m :  Balance of project funding.  

Equity Funding  $7m :  Contingency for Debt funding.  

Equity Funding  $6m :  Exploration expenditure (brownfields).  

Equity Funding  $6.5m : Part payment of grid power/exploration and further working capital.  

 
We envisage the balance of the $10m to $15m required for development of grid power will either be 
met through further debt funding or through future project cash - flow.  Saracen is also looking to raise 

up to $5m via a share purchase plan (approximately 1100 shareholders at $5000/holding)  
 
 
 

FINANCIALS  
 
Despite moderate operating costs, Saracen is expected to be highly profitable using current spot gold 
prices due to low depreciation/amortisation charges, and minimal exploration expenditure in the short 
term.  Add to this a healthy tax credit of $A32.2m, and we are forecasting an exceedingly robust cash 
flow for the company, which could result in full pay back of capital expenditure within 12 -18 months.   
 
Evans and Partners assumes the forward curve for all commodity and fx prices in the short term.  Long 

term we are forecasting a gold price of $US700/oz and a AUD/USD exchange rate of $0.70.  This 
translates into a 30% fall in our AUD gold price from 2011 to 2012, resulting in a sharp reduction in 
profit from 2011 to 2012.  If we assume no fall in gold price over this period, profit remains constant.  

Interesting, the project appears robust even assuming such a sharp deterioration in gold price.  
Assuming spot prices over longer term, we upgrade our valuation 25% purely on the current mineable 
reserves.  
 

Saracen is currently unhedged, but we do anticipate some hedging to be required as part of the debt 
facility.  For our forecasts, we have assumed 30% of the mineable reserve is hedged at $A1250 per 
ounce.  Saracen has indicated it will look to putting in place a hedging package comprised of 
approximately 100k ounces of flat forwards, and 80k put options between August and October 2009.  



 

MINING SEQUENCE  

 
Stage 1 mining is forecast to come from 5 pits.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     
 
Porphyry  

A low grade open pit, with 142k ounces in open pittable reserves (and 70k ounces in underground re-

serves); and 739k ounces in resources, located approximately 40km from the Carosue Dam plant.  Por-
phyry has ore to surface, having been in operation immediately prior to Sons of Gwalia ceasing mining 
within the area.  The mine has a low pre -strip, but does require extensive dewatering, which is expected 
to take approximately 6 months.  Saracen has received approval to pump the Porphyry water into the 
nearby salt lake ðLake Rebecca.  Porphyry is viewed as having considerable exploration upside, particu-
larly looking to its underground potential.  

 
 
 
 
 
 

 

 
 
 
 

 
 

 
 

 
 
 
 
 

 
 
 
 
 
 

 

 
 
 
 
 
 

 
 
 
 
 
Deep South and Enterprise  

These deposits have a combined reserve of appr. 50k ounces and are seen more as a supplementary 

feed source rather than as a separate feed source.  Both are located in close proximity to the Porphyry 
pit.  Deep South has particularly appeal as a potential future underground mine, with further drilling 
planned.  

Source:  Saracen Mineral Holdings Limited  


