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Initiation of coverage: Copper in Indonesia CORP
  

Finders Resources offers exposure to a high-grade copper project in 
Indonesia, with additional gold and silver exploration upside. We initiate 
coverage with a 31¢ price target. 

 The awarding of the final Forestry Use permit means that Finders is now 
free to start construction of the Wetar copper mine in Indonesia. A revised 
Bankable Feasibility Study is close to completion, incorporating current cost 
estimates and schedules. This will be used as the basis for refreshing the 
financing package. We estimate that funding could be in place as soon as late 
Q3 or early Q4 2013. 

 At present price levels, the stock offers a cheap entry point into what we 
expect to be a highly profitable copper miner. Our current target price offers 
72% of upside, though further gains will be available as the project de-risks 
through construction and commissioning. Our unrisked valuation of 43¢ per 
share highlights this potential. We also anticipate a positive revision in the next 
few weeks from the refreshed Feasibility Study. 

 The stock has started to react positively to recent newsflow, in particular 
the realisation that the now-granted development permissions were 
imminent. We see little downside from this point. 

 
Summary of valuation of Finders’ assets (risk discounted basis) 

 Undiscounted 
valuation (¢/share)

Risk discount Discounted 
valuation (¢/share)

Wetar (95%) 40 30% 28
Ojolali 3 0 3
Balance Sheet 0 0 0
 43  31

Source: finnCap 
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Year ending December ($m) 2011A 2012A 2013E 2014E 

Data  

Sales ($m) 0.8 0.0 0.0 1.0

Adj EBITDA ($m) -16.7 -13.0 -5.3 -11.8

Adj PBT ($m) -18.4 -19.8 -5.8 -15.0

Tax rate (%) 0 0 0 0

Adj EPS (FD) (c) -6.4 -6.7 -1.3 -3.4

DPS (c) 0.0 0.0 0.0 0.0

Ratios  

EV/Sales (x) 89.7 n/a n/a 74.6

EV/EBITDA (x) n/a n/a n/a n/a

P/E (x) n/a n/a n/a n/a

Yield (%) 0.0 0.0 0.0 0.0

Cash flow yield (%) -22.4 -19.2 -21.0 -76.9

EPS growth (%) n/a 4.7 80.3 156.6
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Key Financials 

 
Income Statement  Cash Flow 

Year ending December ($m) 2011A 2012A 2013E 2014E

Sales 0.8 0.0 0.0 1.0
Gross profit -7.3 -7.3 0.0 -5.4
Operating expenses -9.4 -5.7 -5.3 -6.4
Adjusted EBITDA -16.7 -13.0 -5.3 -11.8
Depreciation/Amortisation -0.1 -0.4 -0.2 0.0
Adjusted EBIT -16.8 -13.4 -5.5 -11.8
Associates/Other 0.0 0.0 0.0 0.0
Net interest -1.5 -6.4 -0.3 -3.2
Adjusted PBT -18.4 -19.8 -5.8 -15.0
Adjustments 0.0 0.0 0.0 0.0
Reported PBT -18.4 -19.8 -5.8 -15.0
Taxation 0.0 0.0 0.0 0.0
Tax rate (%) 0 0 0 0
Reported earnings -17.8 -19.1 -5.5 -14.2
   
Average no.shares (FD) 278.7 286.0 421.1 421.1
Adj. EPS (FD) (c) -6.4 -6.7 -1.3 -3.4
DPS (c) 0.0 0.0 0.0 0.0

 

 Year ending December ($m) 2011A 2012A 2013E 2014E

EBITDA -16.7 -13.0 -5.3 -11.8
Net change in working capital 0.0 2.9 -5.7 -5.7
Other items 5.1 2.2 0.1 -2.8
Operating cash flow -11.5 -8.0 -10.9 -20.3
Cash interest 0.0 0.0 0.0 0.0
Tax paid 0.0 0.0 0.0 0.0
Capex -5.5 -6.6 -5.0 -38.0
Free cash flow -17.0 -14.6 -15.9 -58.3
Disposals 0.0 0.0 0.0 0.0
Acquisitions 0.0 0.0 0.0 0.0
Dividends 0.0 0.0 0.0 0.0
Other 6.1 7.4 5.0 65.0
Issue of share capital/(Buyback) 0.0 5.3 15.0 15.0
Net Change in cash flow -10.9 -1.8 4.1 21.7
  
Opening net (debt)/cash 0.0 -10.9 -12.7 -8.6
Closing net (debt)/cash -10.9 -12.7 -8.6 13.1

 

   

 
Balance Sheet  Ratio Analysis 

Year ending December ($m) 2011A 2012A 2013E 2014E

Tangible assets 27.4 31.9 36.7 74.7
Goodwill 0.0 0.0 0.0 0.0
Other intangible 3.5 0.4 2.5 2.5
Other 0.0 0.0 0.0 0.0
Non current assets 30.9 32.4 39.2 77.2
Inventories 0.5 0.4 0.0 0.3
Trade receivables 0.3 0.8 0.0 0.2
Cash 3.6 1.8 5.9 27.6
Other 0.4 0.4 0.1 0.1
Current assets 4.7 3.4 6.0 28.3
Trade payables -2.4 -2.3 0.0 -0.1
Other current liabilities -0.4 -0.4 0.0 0.0
Short term debt -6.0 -11.5 0.0 0.0
Net current assets -4.1 -10.8 6.0 28.2
Long term debt 0.0 0.0 -5.0 -70.0
Pension 0.0 0.0 0.0 0.0
Other/Minorities -1.6 -1.7 -2.0 -2.0
Net assets 25.2 19.8 38.2 33.4
   
Net working capital -1.6 -1.1 0.0 0.4
NAV per share (c) 9.1 6.9 9.1 7.9
NTA per share (c) 7.8 6.8 8.5 7.3

 

 Year ending December 2011A 2012A 2013E 2014E

Growth  
Revenue growth (%) n/a -100.0 n/a n/a
EBITDA growth (%) n/a 21.9 59.4 121.9
EPS growth (%) n/a 4.7 80.3 156.6
DPS growth (%) n/a n/a n/a n/a
  
Returns  
Gross margin (%) n/a n/a n/a n/a
EBITDA margin (%) n/a n/a n/a n/a
EBIT margin (%) n/a n/a n/a n/a
RoE (%) n/a n/a n/a n/a
RoCE (%) n/a n/a n/a n/a
  
Liquidity  
Net debt/equity (%) 43.1 63.9 22.5 n/a
Net debt/EBITDA (x) n/a n/a n/a 1.1
Interest cover (x) nm nm nm nm
Net working capital to sales (%) -190.7 n/a n/a 44.8
Cash conversion (%) 101.1 108.7 289.6 495.3
Dividend cover (x) n/a n/a n/a n/a
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Investment case 
Finders Resources offers exposure to a high-grade copper project in 
Indonesia. In addition, the company has an advanced, though relatively small, 
gold and silver exploration project, also in Indonesia. 
 
The recent award of the final Forestry Use permit means that the company is 
effectively free to start construction as soon as the refreshed financing package 
has been agreed. This, in turn, will be based on the updated Bankable Feasibility 
Study; this is due to be released in August 2013. 
 
We have used DCF methodology with a risk discount to set our 31¢ target price 
for the company. At this point in time, we give no value for the inherent option. 
 
We admit that this is a cautious approach, but this is in line with general sector 
sentiment. Even so, our target price is some 72% above the current price of the 
stock. We see little downside, given that the two-year operation of the pilot plant 
has largely de-risked the technical aspects and that we have used a copper price 
that was last seen in 2010. 
 
We see considerable upside in the near term. As the project moves into 
construction and then production, our remaining risk discount will reduce to the 
point where our target will be driven by the undiscounted value. In addition, we 
see considerable near-term exploration upside as the company restarts work on 
the Meron and Karkopang targets. These could add substantially to the resource 
base and hence life of the mine. The real blue sky is the prospectivity of the rest 
of the licence, particularly in the south of Wetar Island. 
 
For investors, a steady stream of newsflow, primarily driven by construction 
milestones and the phased recommencement of copper production, should 
support investor interest going forward. Exploration could provide positive 
surprises. 
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Valuation 
We have used DCF methodology to value the assets, to which we have 
added the estimated net cash position. We calculate an unrisked value for 
Finders’ assets of A$179m, equivalent to 43¢ per share. After applying 
appropriate risk discounts, we arrive at a target price of 31¢ per share. 
 
The most recent cash statement (31 March 2013) shows that the company then 
had cash of A$2.5m and a quarterly burn rate of a similar amount. We assume 
that, for the purposes of our valuation, the balance sheet has a current value of 
zero. In reality, the company continues to top up its finances as required. 
 
We constructed a DCF valuation model for the Wetar project. This is based on 
the results from the 2012 feasibility study and hence can be assumed to be 
reliable. 
 
We have assumed that A$1 = US$1. 
 
We have used an 8% discount rate for our base case valuations. 
 

Summary of  valuation of Finders' assets (unrisked basis) 

 A$m ¢/share

Wetar (95%) 169 40
Ojolali 10 3
Balance sheet 0 0
 179 43

Source: finnCap 

 
 
Target price 

To move from our undiscounted valuation to a target price, we have applied risk 
discounts. The discounts are our entirely subjective estimate of a combination of 
project risk, country risk and financing risk. 
 
A certain amount of political risk is appropriate for Indonesia, though the fact that 
the Wetar project is now fully permitted is a major mitigating factor.  
 
The geological and technical risk has also been minimised by the fact that all 
aspects of the project have been thoroughly studied and reported on. However, 
the project is located in an area of considerable seismic activity.  
 
The proposed heap leach process is the main area of risk as it has never been 
applied to a commercial scale copper sulphide project. Finders has de-risked the 
proposed process as much as possible by means of the successful operation of 
the pilot plant at the site. 
 
At this point in time, the project is not fully financed. However, an A$138m debt 
facility was previously agreed with Barclays Capital, Credit Suisse AG and 
Commonwealth Bank of Australia. 
 
Taken together, we have applied a 30% risk discount to the Wetar project. 
 
As we have taken a purely nominal value for the Ojolali project, we have not 
discounted it. 
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Summary of valuation of Finders’ assets (risk discounted basis) 

 Undiscounted 
valuation (¢/share)

Risk discount Discounted 
valuation (¢/share)

Wetar (95%) 40 30% 28
Ojolali 3 0 3
Balance sheet 0 0 0
 43  31

Source: finnCap 

 
Wetar valuation 

We have constructed a DCF model for the Wetar project, based largely on the 
recently published summary of the feasibility study parameters and conclusions. 
The principal inputs are as follows: 
 

• Mineable reserve of 8.2 million tonnes grading 2.5% copper. 
• Leach time of two years to recover 80.1% of contained copper. 
• Copper price of US$3.00/lb. 
• Ore to leach pad 1.25 mt/y. 
• Plant capacity 25,000 t/y of copper metal produced. 
• Capex A$167m. 
• Operating cost A$1.07 per lb of copper recovered (life of mine average). 
• Tax is applied at 25% after allowances. 
• Royalty 4%. 

 
Summary of DCF model (100% interest) 

Year to December  2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E

Ore to plant t’000 0 10 250 800 1,250 1,250 1,250 1,250
Copper produced t’000 0 0.1 3.7 12.8 21.9 24.4 25.0 25.0
Revenue A$m 0 1.0 24.8 84.7 144.7 161.1 165.6 165.6
Operating cost A$m 0 (6.4) (19.1) (35.5) (50.7) (54.7) (55.8) (55.8)
Cash profit A$m 0 (5.4) 5.7 49.3 94.0 106.4 109.8 109.8
Capex A$m (5.0) (38.0) (80.0) (44.4) 0 0 0 0
Royalty A$m 0 0 (1.0) (3.4) (5.8) (6.4) (6.6) (6.6)
Tax A$m 0 0 0 0 0 (12.0) (25.8) (25.8)
Cash flow A$m (5.0) (43.4) (75.3) 1.5 88.2 88.0 77.3 77.3

Source: finnCap 

 
Combining these inputs in a DCF model gives the following table of valuations at 
various discount rates. 
 

Wetar valuation (95% interest) 

DCF discount rate A$m ¢/share

0% 351 83
5% 223 53
8% 169 40
10% 141 33
15% 88 21

Source: finnCap 
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Background 
Finders Resources Limited was incorporated in Australia on 30 March 2004. It 
was admitted to the AIM in London in March 2006 and listed on the ASX on 8 
June 2007. The AIM quote was relinquished in January 2011 and the company 
now trades solely on the ASX. 
 
The company is focused on Indonesia where it holds controlling interests in two 
significant mining and exploration projects. Wetar is a high-grade copper project 
targeting mineralisation that was previously mined for gold, whereas Ojolali is a 
gold-silver project. 
 
Finders has a corporate structure that complies with the two recently introduced 
Indonesian government regulations. The Wetar project is run as a joint operation 
between BKP (mining, administered by the Department of Energy and Mines) 
and BTR (processing, administered by the Department of Industry). This structure 
follows a previous government regulation No.7/2012 which enforces a 
requirement to produce metals in-country and bans the export of intermediate 
products including mineral concentrates. 
 
BKP is subject to dilution; it is currently 100% owned by Indonesian entities. BTR 
(a Finders subsidiary) has an agreement to hold a majority position in BKP. 
 
The current corporate structure for the Wetar Copper project complies with the 
new divestment requirements for mining companies in Indonesia and the 
company does not expect to be required to undertake any further divestment 
under the new regulations during the life of the Wetar Copper Project. 
 
The Wetar project is now fully permitted and so the company is in the process of 
finalising project finance arrangements. As soon as this is in place, construction 
can start. 
 
Ojolali is an advanced exploration prospect which will need more work before it 
can be established as a viable project. The company is currently considering 
strategic alternatives for the project. 
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Assets 
Wetar Copper project 

 
Figure 1: Project location 

Source: Finders Resources 

 
The Wetar project is located on the island of Wetar which is situated immediately 
north of Timor towards the eastern end of the Indonesian archipelago.  
 
The Wetar copper/gold deposits were originally discovered by CSR Minerals Ltd 
during a regional exploration programme in 1986. The project was acquired by 
Billiton in 1988 and a mine was constructed and commissioned in 1990. Billiton’s 
mine successfully exploited the gold-rich caps on the deposits by means of open 
pits. The mine closed in 1997 when the gold deposits were exhausted. At the 
time, it was known that high-grade copper mineralisation existed below the gold, 
but because of high levels of arsenic and mercury that would have been 
recovered into a smelter concentrate and low copper prices, the project was 
deemed to be uneconomic. Billiton (by then BHP Billiton) gave up the rights to 
Wetar in 2004; the licences were immediately picked up by Finders. 
 
Finders holds a 95% interest in the Wetar project, with the remainder owned by 
local interests.  
 
Geology 

The geology of Wetar Island is composed entirely of volcanic rocks and minor 
oceanic sediments. Basaltic andesites form the volcanic basement to the island. 
The basaltic andesites are intruded by rhyo-dacite domes and overlain by dacitic 
lavas, tuffs and breccias, debris flows, limestones and lahar deposits. The age of 
the mineralisation has been estimated at around 4.7 million years, which is 
extremely young in geological terms. 
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JORC compliant copper resources have been identified in two separate deposits, 
Kali Kuning and Lerokis. The mineralisation occurs predominantly within massive 
sulphide units, although some lower-grade material is found within altered 
andesitic tuffs in the footwall and lateral extent of the massive sulphide units. The 
copper deposits consist of brecciated massive sulphides with a matrix of 
chalcocite cored with chalcopyrite and rimmed by covellite, bornite, enargite, 
tennantite and other minerals. 
 
Similar mineralisation has been identified near the Kali Kuning deposit at Meron 
and Karkopang. Meron was partly drilled by a previous explorer and showed 
encouraging copper grades. 
 

Figure 2: Mineralisation at Wetar 

Source: Finders Resources 

 
The picture below shows part of the outcrop of the Kali Kuning orebody. The dark 
material is the mineralised orebody, consisting of massive iron pyrite with copper 
in the form of secondary sulphides. The blue material visible to the right of the 
excavation is copper sulphate that has leached from the sulphides. The light 
coloured waste rock is clearly visible in the background. 
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Figure 3: Kali Kuning orebody 

Source: finnCap 

 
Resources 

The Wetar copper deposits have been extensively explored by drilling and by 
exposure in the recent gold mining pits. The most recent resource estimate is 
shown in the table below. 
 

Wetar Resource 

Kali Kuning Sulphide Resource – 0.5% Cu Cut-Off 

 Measured Indicated Inferred Total

 t (m) Cu% t (m) Cu% t (m) Cu% t (m) Cu% Cu (t’000)

Leached 0.08 0.70 0.03 0.87 0.03 1.32 0.14 0.87 1.20
Transition 0.88 1.43 0.47 1.55 0.20 1.54 1.55 1.48 22.9
Primary 2.99 2.95 1.53 2.72 0.16 3.21 4.61 2.92 134.6
Total 3.97 2.59 1.94 2.44 0.38 2.22 6.30 2.52 158.8

Lerokis Sulphide Resource – 0.5% Cu Cut-Off 

 Measured Indicated Inferred Total Measured Indicated Inferred Total

 t (m) Cu% t (m) Cu% t (m) Cu% t (m) Cu%

Total 2.1 2.4 0.5 2.1 0.1 1.4 2.7 2.3 62.1

Source: Finders Resources 

 
The recent Bankable Feasibility Study included a pit optimisation study using a 
copper price of US$5,000/t (US$2.27/lb). This was used to define a mineable 
Reserve. This is summarised in the following table. 
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Mining Reserves 

Category Volume (m3’000) Tonnes (‘000) Cu %

Kali Kuning Pit 

Proved 938 3,868 2.6
Probable 438 1,788 2.4
Total Ore 1,375 5,656 2.5
Waste 2,551 5,743 
Ratio 1.85 1.02 

Lerokis Pit 

Proved 509 2,052 2.4
Probable 115 460 2.1
Total Ore 624 2,512 2.4
Waste 1,011 2,051 
Ratio 1.62 0.82 

Combined  

Proved 1,446 5,920 2.5
Probable 553 2,248 2.4
Total Ore 1,999 8,168 2.5
Waste 3,562 7,794 
Ratio 1.78 0.95 

Source: Finders Resources 

 
Mining 

The Wetar deposits will be mined using conventional open pit methods and 
equipment. In common with some other Indonesian open pit mines, the company 
proposes to use 40 tonne capacity articulated dump trucks for rock haulage. 
These are very small by normal industry standards, but the flexibility is a major 
advantage, as are the handling characteristics in wet and muddy conditions. 
Rock will be loaded into the trucks using hydraulic excavators. 
 
Metallurgy and Processing 

Metallurgy and processing are the most critical issues for Wetar. The problem is 
the penalty elements found within the mineralisation, in particular arsenic and 
mercury. A conventional flotation concentrate from the Wetar deposits would be 
unlikely to be economically attractive because of these impurities. Therefore, the 
challenge has been to find a suitable process route. 
 
The initial thinking was to produce a bulk concentrate onsite by conventional 
flotation methods and then to ship it to a hydrometallurgical plant located more 
conveniently for power, infrastructure and waste disposal which would be able to 
achieve the required separation. However, such a plant would be expensive to 
construct and operate. 
 
More recently, the approach was changed to investigate the possibility of 
leaching and electro-winning to produce copper metal on site. Leaching (solvent 
extraction) is commonly used to extract copper from copper oxide ores and is a 
well understood and reliable technology. Leaching of sulphide ores is less 
common, though has been applied to “secondary” sulphide mineralisation such 
as chalcocite and covellite. These are the predominant copper minerals at Wetar.  
 
Over many years, most if not all sulphide ores will be naturally oxidised by micro-
organisms in the presence of air and water. However, the time scales involved 
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are not commercially useful except in the case of large, low-grade dump leaching 
operations that typically operate for decades. 
 
When metal sulphides oxidise they typically release substantial quantities of heat. 
The oxidation of the sulphide components of minerals is therefore an exothermic 
reaction. This process needs to be carefully managed to maximise effective metal 
recovery. The rate of oxidation within the heap (and so heat generated) is 
controlled by varying the amount of air injected and the amount of acid applied. 
 
The process of oxidation is also accelerated by sulphide-consuming microbes. 
These microbes are found naturally within the ore at Wetar and as such the 
process does not require externally sourced microbes. 
 
In support of the proposal to use heap leaching, Finders undertook a major 
programme using a 100,000 tonne bulk sample to investigate the concept and 
establish recovery parameters. The 100,000 tonne sample was divided into four 
heaps which were then set up and treated using a range of leaching variables. 
After 645 days, one of the heaps had achieved a recovery of more than 80% of 
the contained copper and others were not far behind. 
 

Figure 4: Copper recovery 

Source: Finders Resources 
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Figure 5: Leach pad 

Source: finnCap 

 
The Feasibility Study envisages an extraction process using heaps scaled up 
from the parameters established during the trial leaching process. This will result 
in the production of copper cathodes which will be exported for direct sale. 
 
Indonesia has enacted a law that will ban the export of metal concentrates from 
2014 in order to maximise the value capture within the country. This is not an 
issue for Finders as copper cathode is an added-value final product. 
 
The company has acquired a SX-EW (solvent extraction – electro-winning) plant 
that was formerly used at the Whim Creek mine in Australia. This plant has been 
refurbished and is currently mostly stored at Kupang though some items required 
for the restart of the pilot plant have been moved to Wetar. 
 
The current plan is to recommence copper production at Wetar using the existing 
1,825 tonnes per year demonstration plant. This will be expanded within a year to 
a capacity of 7,000 t/y of copper. The main ex-Whim Creek plant will be in 
production within two years of commencement of construction with a capacity of 
18,000 tonnes per year of copper. This will give the mine a total annual capacity 
of 25,000 tonnes of copper; this is limited by the capacity of the proposed 
generator sets. 
 
The company has two offtake agreements in place in which Standard Bank will 
take 40% of planned production and Tennant Metals will take a further 40%, both 
at market rates. The remaining 20% is currently unallocated but should  be 
straightforward to sell as the plant will produce LME grade metal. 
 
Infrastructure 

The Wetar project is located in a remote part of the Indonesian archipelago. 
However, the recent and successful period of gold mining proved that the location 
is not a major impediment. Large landing craft were successfully used during the 
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construction and operational phases of the gold mine – these will be used again 
as the port infrastructure close to Wetar was specifically constructed to be 
compatible. At present, transport to and from site is by air to the nearest local 
airport and then by coastal ship to Wetar. 
 
Most of the infrastructure relating to the gold mining era was removed and 
rehabilitated, though some of the original accommodation has been rebuilt and 
refurbished and is now in use by Finders. 
 
At full capacity, the mine will need substantial quantities of power, primarily to 
power the crushers and the copper electrowinning plant. Currently, there is no 
significant capacity for electricity generation on Wetar and so Finders will have to 
generate its own power. The proposed power station will use Marine Fuel Oil as a 
cheap energy source – this can easily be delivered by coastal tanker. 
 
We address operating and capital costs in the valuation section. 
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Ojolali gold-silver project 

The Ojolali project is an advanced gold-silver prospect located in southern 
Sumatra, Indonesia. The project lies within the highly productive Sumatran Gold 
Belt, which includes several large gold mines. The Ojolali area is presently being 
worked by artisanal miners, exploiting surface and near surface deposits 
including visible gold. 
 
The project was first identified in the mid-1980s and has been the subject of 
several exploration campaigns by different companies. Finders’ Indonesian 
partner, PT Batutua Way Kanan Minerals, acquired the rights to explore Ojolali in 
April 2005 and Finders has agreed to finance the project to completion of a 
Feasibility Study. Finders currently has a 72% interest in the project with an 
option to increase to 100% if the other partners elect not to fund their proportion 
of the project after completion of a feasibility study. This structure would be 
subject to modification under the recent divestment legislation. The licence was 
recently renewed and is now valid until March 2014 though can be extended for a 
further year. 
 

Project Location 

Source: Finders Resources 

 
Geology 

The Ojolali project covers a window of andesitic volcanics, tuffs and siltstones, 
overlain by more recent volcanic and sediments. More than 25 alteration zones 
have been identified, typical of high level epithermal gold deposits. 
 
The mineralisation at Ojolali lies within quartz veins, breccias and stockworks. In 
addition to gold and silver, various base metals are present.  
 
Two specific targets have so far been identified and drilled, Jambi and Tambang.  
Jambi has been the subject of a detailed drilling programme and a near-surface 
resource has been defined. Sixteen holes were drilled in 1986/87 and a further 79 
were drilled in 1997/98 for a total of around 8,510 metres. In addition, a 48m adit 
was excavated for bulk testing purposes. 
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Resources 

A resource has been calculated for Jambi, as shown in the following table.  
 

Jambi Resource (0.3 g/t cut-off) 

Zone Indicated Inferred Total 

 Tonnes Au Ag Tonnes Au Ag Tonnes Au Ag Au Ag
 (m) (g/t) (g/t) (m) (g/t) (g/t) (m) (g/t) (g/t) (oz’000) (oz’000)
Oxide 4.1 0.92 4.8 0.4 0.8 3.1 4.5 0.9 4.7 130 670
Transition 0.8 0.7 6.3 0.1 0.6 6.3 0.8 0.7 6.3 19 170
Fresh 1.0 0.66 3.9 0.2 0.7 4.5 1.2 0.7 4.0 26 160
Total 5.9 0.85 4.9 0.7 0.8 3.9 6.5 0.8 4.8 175 1,000

Source: Finders Resources 

 
The most recent drilling campaign at Jami was completed in July 2010. The 
results were generally positive, including the best assay results from the Ojolali 
project so far. 
 
The Tambang deposit has been drilled but to date a resource statement has not 
been published. The most recent drilling campaign, comprising 18 holes, was 
completed in September 2010. The programme was intended to test for near-
surface mineralisation with potential to provide additional feed for a mining 
operation based on the Jambi oxide gold resource. The drilling intercepted a new 
high grade gold shoot that is completely open at depth. 
 
Several other targets have been identified, most of which have not been drilled. 
 
Finders is currently preparing plans to commission a feasibility study which will 
initially focus on start-up operations at the Jambi oxide gold deposit. 
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Directors and Management 
 
Executive 

Chris Farmer – Managing Director  

Dr Farmer is a geologist with over 20 years of international experience in all 
aspects of exploration, with a strong emphasis on business development. He is 
resident in Indonesia. 
 
Robert Thomson – Director, Development 

Mr Thomson has over 30 years of Australian and international mining experience. 
He has worked on five Asian development projects in the last 13 years including 
GM Development, Chatree Gold Mine in Thailand and Project Director, Sepon 
Gold Mine in Laos. Mr Thomson was CEO of Climax Mining Limited from 2003 to 
2006 and Asian Mineral Resources Limited from 2006 to 2008. 
 
James Wentworth – Finance Director 

Mr Wentworth is a qualified solicitor with over 17 years of financial and 
commercial experience, including a number of transactions in the mining and 
mining services industries. Prior to joining Finders, he spent nine years with 
Sydney-based private equity firm CHAMP Ventures where he was a director and 
member of the investment committee. 
 
Non-Executive 

 
Gary Comb – Non-Executive Chairman 

Mr Comb was previously the Managing Director of Jabiru Metals Ltd where he 
oversaw the acquisition, feasibility study and construction of the Jaguar copper 
zinc mine in Australia, culminating in the sale of the company to Independence 
Group. 
 
Russell Fountain – Non-Executive Director 

Dr Fountain has over 40 years of successful international experience in all 
aspects of mineral exploration, project feasibility and development of mining 
projects. He was one of the original team that discovered the Wetar deposits.  
 
Stephen Lonergan – Non-Executive Director 

Mr Lonergan is a commercial lawyer based in Sydney with more than 25 years 
experience in the Australian and international mining industry, having been 
General Counsel of Pancontinental Mining Group, a partner at Baker & McKenzie 
Sydney, and General Counsel and Company Secretary of Savage Resources 
Limited. Mr Lonergan is currently General Counsel and Company Secretary of 
CBH Resources Limited. 
 
Stephen R de Belle – Non-Executive Director 

Mr de Belle has been closely involved with the start-up and operation of iron ore, 
coal, base metals, gold and petroleum projects and companies, and has 
particular expertise in the development and financing of projects in the resources 
and infrastructure sectors both in Australia and overseas. He is currently 
managing director of a geothermal and power technology company. 
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Income Statement 

Year ending December ($m) 2011A 2012A 2013E 2014E

Sales 0.8 0.0 0.0 1.0

Sales growth (%) n/a -100.0 n/a n/a

Cost of sales -8.1 -7.3 0.0 -6.4

Gross profit -7.3 -7.3 0.0 -5.4

Gross margin (%) -889.1 n/a n/a -547.8

Operating expenses -9.4 -5.7 -5.3 -6.4

Adjusted EBITDA -16.7 -13.0 -5.3 -11.8

Depreciation/Amortisation -0.1 -0.4 -0.2 0.0

Adjusted EBIT -16.8 -13.4 -5.5 -11.8

Adjusted EBIT margin (%) -2,059.4 n/a n/a -1,197.5

Associates/Other 0.0 0.0 0.0 0.0

Net interest -1.5 -6.4 -0.3 -3.2

Adjusted PBT -18.4 -19.8 -5.8 -15.0

Adjustments 0.0 0.0 0.0 0.0

Reported PBT -18.4 -19.8 -5.8 -15.0

Taxation 0.0 0.0 0.0 0.0

Tax rate (%) 0 0 0 0

Post tax profit -18.4 -19.8 -5.8 -15.0

Minorities 0.6 0.7 0.3 0.7

Reported earnings -17.8 -19.1 -5.5 -14.2

  

Weighted average no.shares 278.7 286.0 421.1 421.1

Average no.shares (FD) 278.7 286.0 421.1 421.1

Stated EPS (c) -6.4 -6.7 -1.3 -3.4

Adj. EPS (FD) (c) -6.4 -6.7 -1.3 -3.4

DPS (c) 0.0 0.0 0.0 0.0

Source: Company reports, finnCap estimates 

 
  



Finders Resources* 11 July 2013 
Initiation of coverage: Copper in Indonesia 

18 

Cash Flow 

Year ending December ($m) 2011A 2012A 2013E 2014E

EBITDA -16.7 -13.0 -5.3 -11.8

Net change in working capital 0.0 2.9 -5.7 -5.7

Share based payments 0.7 0.5 0.4 0.4

Profit/loss on disposal 0.0 0.0 0.0 0.0

Net pensions charge 0.0 0.0 0.0 0.0

Change in provision 0.7 0.1 0.0 0.0

Other items 3.7 1.5 -0.3 -3.2

Operating cash flow -11.5 -8.0 -10.9 -20.3

Cash interest 0.0 0.0 0.0 0.0

Tax paid 0.0 0.0 0.0 0.0

Capex -5.5 -6.6 -5.0 -38.0

Free cash flow -17.0 -14.6 -15.9 -58.3

Disposals 0.0 0.0 0.0 0.0

Acquisitions 0.0 0.0 0.0 0.0

Dividends 0.0 0.0 0.0 0.0

Other 6.1 7.4 5.0 65.0

Issue of share capital/(Buyback) 0.0 5.3 15.0 15.0

Net Change in cash flow -10.9 -1.8 4.1 21.7

  

Opening net (debt)/cash 0.0 -10.9 -12.7 -8.6

Closing net (debt)/cash -10.9 -12.7 -8.6 13.1

Source: Company reports, finnCap estimates 
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Balance Sheet 

Year ending December ($m) 2011A 2012A 2013E 2014E

Tangible assets 27.4 31.9 36.7 74.7

Goodwill 0.0 0.0 0.0 0.0

Other intangible 3.5 0.4 2.5 2.5

Other 0.0 0.0 0.0 0.0

Non current assets 30.9 32.4 39.2 77.2

Inventories 0.5 0.4 0.0 0.3

Trade receivables 0.3 0.8 0.0 0.2

Cash 3.6 1.8 5.9 27.6

Other 0.4 0.4 0.1 0.1

Current assets 4.7 3.4 6.0 28.3

Trade payables -2.4 -2.3 0.0 -0.1

Other current liabilities -0.4 -0.4 0.0 0.0

Short term debt -6.0 -11.5 0.0 0.0

Net current assets -4.1 -10.8 6.0 28.2

Long term debt 0.0 0.0 -5.0 -70.0

Pension 0.0 0.0 0.0 0.0

Other/Minorities -1.6 -1.7 -2.0 -2.0

Net assets 25.2 19.8 38.2 33.4

  

Net working capital -1.6 -1.1 0.0 0.4

NAV per share (c) 9.1 6.9 9.1 7.9

NTA per share (c) 7.8 6.8 8.5 7.3

Source: Company reports, finnCap estimates 
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