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Peel Mining Limited (ASX:PEX)
SPECULATIVE BUY

VALUATION: N/A

SHARE PRICE: A$0.38
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Peel Mining is a precious-base metals exploration
company
primarily
focused
on
‘Cobar-style’
mineralisation in NSW, Australia.
RECOMMENDATION
While small resources have been identified at some of the company’s other
projects, exploration at its flagship Mallee Bull Joint Venture and surrounding
areas are still at a relatively early stage. However, results to date are very
impressive, and although there are no guarantees that further exploration will
advance the project to the resource and development stage, we rate Peel a
SPECULATIVE BUY.

KEY POINTS
•

The company’s main focus is on ‘Cobar style’ mineralisation in NSW. Other
projects are Apollo Hill (gold, 500,000 ounce low grade resource) in WA,
Rise & Shine Gold Project (Central Otago, New Zealand), Attunga Tungsten
Project (Tamworth, NSW, with a small inferred resource) and the Ruby
Silver Project (Armidale, NSW, narrow vein deposits).

•

The company’s flagship deposit is Mallee Bull, located 100km south of
Cobar, which demonstrates many geological similarities to the ‘Cobarstyle’ deposits. The deposit is polymetallic, shear hosted and leached near
surface. The strike length is relatively short (~120m), with widths of 5-20m
and vertical continuity in excess of 400m.

•

CBH Resources can earn a 50% interest in EL7461 & ML1361 (May DayGilgunnia Project, which includes Mallee Bull) by spending up to $8.33m
over three stages and a 36 month time frame. PEX is the operator.
Approximately half of Stage 1 expenditure has been completed.

•

Some of the better results from Mallee Bull include copper values of
between 1.2% Cu and 3.1% Cu (plus silver and gold) over widths ranging
from 5m to 11m. One hole intersected economic lead/zinc mineralisation.
Phase 2 drilling (4,500m diamond drilling) is targeting down dip
extensions. One of the initial holes (MBDD002) intersected massive pyritepyrrhotite-chalcopyrite (copper mineralisation) over 40.6m (from 363.7m)
and 28m of stringer/matrix sulphides of pyrite-pyrrhotite-chalcopyritegalena-sphalerite (copper-lead -zinc) from 418m.

•

Recently reported results for the massive sulphide zone are 1.71% Cu,
33g/t Ag, 1.84g/t Au and 616g/t Co (3.56% Cu Eq) which included two
higher grade zones of 2m at 4.38% Cu Eq and 13m at 5.11% Cu Eq. The
sulphide stringer zone assayed 2.65% Cu, 51 g/t Ag, 0.18g/t Au and 78 g/t
Co (3.45% Cu Eq) including two higher grade zones of 12m at 5.05% Cu Eq
and 6m at 4.90% Cu Eq. All five holes drilled to date have intersected
sulphide mineralisation.

•

The company prides itself on operating a lean yet highly efficient
exploration effort. Administration costs are kept to ~$150,000 per quarter.
Total exploration costs for FY12 were $2.864m (CBH is funding Mallee Bull)
and administration costs were $0.572m.

SHARE PRICE PERFORMANCE
$0.50

20.0
Volume (m)

Price

$0.40

15.0

$0.30
10.0
$0.20
5.0

$0.10
–
Sep-11

Dec-11

Mar-12

Jun-12

–
Sep-12

BOARD OF DIRECTORS
Simon Hadfield
Rob Tyson

Non-Executive Chairman
Managing Director

Graham Hardie

Non-Executive Director

Craig McGown

Non-Executive Director

MAJOR SHAREHOLDERS
Hampton Hill Mining NL

16.7%

Graham Hardie

13.9%

Rob Tyson

6.3%

Basil Burmeister
PH: +61 3 9809 4159
Senior Research Analyst EMAIL: bb@helmsec.com.au

1

Disclaimer and disclosure of interest are displayed on last page.
HELMSEC GLOBAL SECURITIES PTY LIMITED AFSL 334838

LOCATION
The company’s six projects cover approximately 1,800 km2 of prospective ground in New South Wales, Western Australia and New Zealand.

GILGUNNIA PROJECT
The Gilgunnia Project (ML 1361 & EL 7461), located about 100km south of Cobar in central NSW, contains the historic May Day gold-base
metal deposit and the exciting Mallee Bull copper-polymetallic discovery.

Mallee Bull
Mallee Bull represents a ‘Cobar-style’, structurally-controlled copper-rich mineralised system. CBH Resources (now a wholly-owned
subsidiary of Toho Zinc Co Ltd) can earn up to 50% interest via staged $8.33m expenditure.
•

Stage 1 sees CBH earning 15% through a $1M payment to Peel as contribution to past expenditure and $1.5M of exploration
expenditure over a 12 month period.

•

Stage 2 of the farm-in provides CBH earning an additional 15% in the project by contributing a further $2.5M to exploration
expenditure within a 12 month period.

•

Stage 3 sees CBH earning an additional 20% by contributing a further $3.33 million within a 12 month period. CBH may elect to form
a joint venture at the end of any stage and the parties can then elect to contribute on a pro-rata basis or be diluted according to an
industry standard dilution formula.

Drilling to date indicates that high-grade, copper-dominant polymetallic mineralisation at Mallee Bull has a minimum strike length of 120m.
Mineralisation begins at ~30m below surface and extends to at least ~400m below surface, with significant potential for depth extension.
‘Cobar-style’ deposits typically have limited strike extent but substantial vertical extent.
Some of the more significant results from drilling completed earlier this year are:
•

6.65m at 3.1% Cu, 34g/t Ag and 0.93g/t Au from 267.4m;

•

10m at 1.7% Cu, 46g/t Ag and 0.27g/t Au from 248m;

•

10m at 2.22% Cu, 33g/t Ag and 0.44g/t Au from 174m;

•

10m at 2.66% Cu, 44g/t Ag and 0.51g/t Au from 237m;

•

11m at 2.71% Cu, 36g/t Ag and 0.26g/t Au from 233m;

•

7m at 2.32% Cu, 14g/t Ag and 0.15g/t Au from 336m; and
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•

10m at 9.0% Pb, 11.0% Zn, 41g/t Ag and 0.77g/t Au from 253m.

Drill intercepts are believed to be close to true widths.
In July/August 2012, Peel embarked on a ~4,500m diamond drilling programme to test down-dip/plunge mineralisation at depths greater
than 100m down-dip from the nearest previous drilling. Five drill holes have been completed to date and all have intersected significant
sulphide mineralisation.
Assay results returned from diamond drill hole MBDD002 confirmed the presence of several broad zones of high-grade, copperpolymetallic mineralisation. A strong massive sulphide mineralised zone comprising pyrite-pyrrhotite-chalcopyrite was intersected from
363m down hole. The zone was initially dominated by pyrite-pyrrhotite, progressively grading into strong chalcopyrite (copper)
mineralisation with strong accessory gold, silver and cobalt values. Results of the massive sulphide drilling are:
•

41m at 1.71% Cu, 33g/t Ag, 1.84g/t Au and 616g/t Co (3.56% CuEq) from 363m, including:
-

2m at 2.31% Cu, 38g/t Ag, 2.09g/t Au and 605g/t Co (4.38% CuEq); and

-

13m at 3.11% Cu, 52g/t Ag, 1.59g/t Au and 828g/t Co (5.11% CuEq).

The true width of mineralisation is estimated to be 60-65% of the down hole width i.e. around 25m.
A strong stringer/breccia sulphide zone comprising pyrite, pyrrhotite, chalcopyrite (copper), galena (lead) and sphalerite (zinc), with
accessory gold and silver values, followed further down the hole. Results are:
•

31m (true width ~19m) at 2.65% Cu, 51g/t Ag, 0.18g/t Au and 78g/t Co (3.45% CuEq) from 415m, including:
-

12m at 4.06% Cu, 64g/t Ag, 0.21g/t Au and 92g/t Co (5.05% CuEq); and

-

6m at 3.35% Cu, 100g/t Ag, 0.38g/t Au and 79g/t Co (4.90% CuEq).

The location on plan, longitudinal section and cross section are shown in Figures 1, 2 and 3 respectively.
MBDD001, drilled at the southern end of Mallee Bull, intersected several zones of moderate stringer/breccia sulphides starting at about
430m down hole. MBDD003, drilled 140m north of MBDD001, returned a 13m zone of semi-massive sulphides from 367m downhole
followed by several zones of moderate stringer/breccia mineralisation. MBDD004 (40m south of MBDD002) intersected a 30m massive
sulphide zone from 357m followed by a 13m stringer/breccia zone. MBDD005, collared immediately behind MBDD004, intersected a 5m
semi-massive sulphide zone at about 410m down hole, followed by several moderate stringer/breccia zones, although the hole is thought
to have deviated and is unlikely to have tested the mineralisation immediately down dip of MBDD004. The true width of mineralisation
intercepted in all five holes is estimated to be 60-65% of the down hole width. Assay results from the remaining holes are pending.
The location of the holes are also shown in Figures 1 and 2.
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Figure 1: Drill Location and Geology Plan (Source: Peel Mining Limited)
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Figure 2: Longitudinal Section (Source: Peel Mining Limited)

Basil Burmeister
PH: +61 3 9809 4159
Senior Research Analyst EMAIL: bb@helmsec.com.au

5

Disclaimer and disclosure of interest are displayed on last page.
HELMSEC GLOBAL SECURITIES PTY LIMITED AFSL 334838

Figure 3: Cross Section (Source: Peel Mining Limited)
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May Day
May Day, located 8 km west of Mallee Bull, was discovered in 1898 and was originally developed as an underground copper-lead-silver
mine. Exploration in the 1970s identified high grade gold-base metal mineralisation to a depth of about 250m below surface while
exploration in the 1980s defined a shallow gold resource, which eventually led to the development in 1996 of a small-scale mining
operation comprising an open pit with a heap leach gold circuit.
In May 2010, Peel completed a programme of 10 RC drill holes for 1,877m of drilling at May Day. This drilling programme was primarily
designed to test for down-dip extensions to known mineralisation.
Better drill results include the following intercepts:
•

16m at 1.78 g/t Au, 42 g/t Ag, 0.25% Cu, 0.95% Pb, 1.33% Zn from 159m in MDRC002;

•

24m at 0.96 g/t Au, 20 g/t Ag, 0.07% Cu, 0.70% Pb, 0.85% Zn from 120m in MDRC004;

•

27m at 2.12 g/t Au, 27 g/t Ag, 0.11% Cu, 0.43% Pb, 0.75% Zn from 120m in MDRC005;

•

3m at 1.33 g/t Au, 98 g/t Ag, 0.92% Cu, 7.29% Pb, 8.19% Zn from 140m in MDRC006, and;

•

10m at 2.15 g/t Au, 28 g/t Ag, 0.06% Cu, 0.34% Pb, 0.39% Zn from 213m in MDRC010.

Results returned are encouraging and confirm down dip extensions and that mineralisation is shear-related and occurs as a sub-vertical
lens/shoot.

COBAR SUPERBASIN PROJECT (PEX 100%)
Peel has acquired a significant landholding in the Cobar Superbasin in western New South Wales. The company is targeting Cobar-style
polymetallic mineralisation as well as Volcanogenic Massive Sulphide (VMS) mineralisation.
Of high importance amongst these tenements is ELA 4493, about 90km west of Condoblin and covering about 300km2 of the Rast Trough,
the southern extension of the Cobar Superbasin. The tenement is centred on the Mundoe prospect, which is defined by a 2km long multielement geochemical anomaly, coincident geophysical anomalies and encouraging historic drill results. Peel has commenced exploration
planning in anticipation of the granting of the Mundoe licence.

APOLLO HILL PROJECT
Apollo Hill is located approximately 50km southeast of Leonora, Western Australia. The project area covers 350km2 and is 100% owned by
Peel. The project comprises two deposits. Combined mineralised zones extend over a strike length of ~1.4km and have been intersected
by drilling to a maximum depth of approximately 350m below surface. Using a 0.5g/t cut-off, the combined global resource estimate is
17.2Mt at 0.9g/t containing 505,000 ounces of gold. The resource model is based on 136 aircore, 214 reverse circulation (RC) and 59
diamond holes for a combined 26,760m of drilling. Maximum depth of the resource estimate is 180m below surface. Metallurgical test
work on two samples recorded recoveries in excess of 98%, with gravity recoverable gold greater than 80%.

RUBY SILVER PROJECT
The Ruby silver project is a 60km2 exploration licence covering the historic Ruby-Tulloch-Rockvale silver field. EL 7711 is located
approximately 30km east of Armidale in north eastern New South Wales.
The Ruby silver mine has a lode up to 1.4m wide and was worked to a depth of ~120m between 1895 and 1905. Historic production is
estimated at about 350,000 ounces silver at a recovered grade of ~620g/t. In the late 1960s, a nine-hole drill program was undertaken.
Records of this work were poor (at least three drill holes intersected old workings) but it is known that the first hole intersected 5.08m at
216 ounces per ton (~6,700g/t Ag) from 90.5m.
Historic production from the other deposits was small, although recovered grades appeared to be exceptional.
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ATTUNGA PROJECT
The Attunga project is located approximately 20km north of Tamworth. The licences cover a combined area of ~250km2. There are three
areas of interest: the Attunga Tungsten deposit, the Attunga copper mine prospect and the Kensington gold-tungsten prospect.
During the period 2007 to 2009, Peel completed multiple phases of exploration at the Attunga Tungsten Project, including the completion
of an independent JORC-compliant resource estimation in April 2008. A small, high-grade inferred tungsten-molybdenum resource of
1.29Mt at 0.61% WO3 and 0.05% Mo containing 9,400t of WO3 was defined. In July 2008, Peel completed two RC holes, the first of which
produced an intersection of 42m at 2.09% WO3 and 0.17% Mo from 21m. Further holes were drilled in 2009, with results that included
27m at 0.54% WO3 from 19m (including 2m at 3.38% WO3) and 2m at 0.59% WO3 from 58m. Both holes also contained molybdenum.
During FY10, Peel completed an in-house conceptual study into development options for the Attunga Tungsten deposit, with results
indicating a small, low capital expenditure operation could potentially yield positive returns.

RISE AND SHINE GOLD PROJECT
The Rise and Shine gold project, located approximately 20km northeast of Cromwell in Central Otago, New Zealand, hosts multiple historic
gold workings with historic production estimated at more than 180,000 ounces gold.
The Rise and Shine Shear Zone appears to be structurally similar to the Macraes Shear Zone, host to the multi-million ounce Macraes gold
mine. The shear, which is ~50m thick and is traceable for at least 7km, represents a low-angle deformation zone. Previous exploration
concentrated on the historic workings. Peel believes that the Rise and Shine Shear Zone could possibly be flatter than previously assumed,
offering potential for large-tonnage, low-grade gold deposits. To this end, Peel plans to complete a program of RC drilling aimed at testing
this model.
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DISCLAIMER AND DISCLOSURE OF INTEREST
This document (Report) is issued by Helmsec Global Securities Limited (Helmsec) an authorised representative of Helmsec Global Capital Limited (HGCL), Australian
Financial Services Licence No. 334838. This Report is intended solely for the use by wholesale/institutional clients within the meaning of section 761G of the
Corporations Act 2001 (Cth) (Act), sophisticated investors pursuant to Section 708(8) of the Act, professional investors pursuant to Section 708(11) of the Act and/or
otherwise persons to whom a disclosure document is not otherwise required to be given under Chapter 6D of the Act.
To the extent that any recommendations or statements of opinion made by Helmsec in this Report constitute financial product advice, they constitute general
financial product advice only and do not constitute personal financial product advice in any manner whatsoever. Accordingly, any such recommendations or
statements do not take into account the investment objectives, financial situation, taxation requirements and/or the particular needs of any recipient. Before
subscribing for securities in the Company named in the Report (the Company), you should consider, with the assistance of your independent financial and legal
advisers, whether the potential investment is appropriate in light of your particular investment needs, objectives and financial circumstances.
Any recommendations or statements of opinion contained in this Report are based on assumptions made by Helmsec. These assumptions may or may not eventuate
and accordingly, any such recommendations or statements of opinion may prove to be incorrect. This Report has been distributed in confidence and may not be
reproduced or disclosed to any other person without the prior written consent of Helmsec.
The information contained in this Report has been prepared by Helmsec with due care but no representation or warranty whatsoever is made, express or implied, in
relation to the accuracy and/or completeness of this information. This Report is based on information obtained from sources believed to be reliable and Helmsec has
made every effort to ensure the information in this Report is accurate however Helmsec does not make any representation and/or warranty that any information in
this report is accurate, reliable, complete and/or up to date. Except for any liability which cannot be excluded, Helmsec disclaims all liability for any error or
inaccuracy in, or omission from the information contained in this Report or any loss or damage suffered, directly or indirectly by the reader or any other person as a
consequence of relying upon the information.
Helmsec, HGCL and their Directors, employees, agents and consultants accept no obligation or liability whatsoever to correct and/or update any information and/or
opinions in this Report. Opinions expressed are subject to change without notice and only accurately reflect the opinions of Helmsec at the time of writing this
Report. Helmsec, HGCL and its Directors, employees, agents and consultants accept no liability whatsoever for any direct, indirect, consequential and/or other loss
arising from any use of this Report and/or further communication in relation to this Report. The historical information in this Report is, or is based upon, information
that has been released to the general market. HGCL may, in the future, be appointed by the Company to act as corporate advisor and/or as lead manager in relation
to any future placement of securities in the Company. HGCL is likely to receive fees and securities in the Company if so appointed.
Each recipient of this Report acknowledges that Helmsec, HGCL their Directors, employees, authorised representatives, consultants, associates, related entities
and/or family members may have interests in the securities of the Company. If you require further information in relation to the parties referred to above and their
interest(s) in the Company please contact Helmsec.
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