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Finders Resources Ltd Year End 31 Dec
Share Price 0.17 A$/sh
Price Target 0.30 A$/sh
Valuation 0.31 A$/sh

(npv 10%) 

Shares on issue    674   m, diluted * 
Market Capitalisation 115 A$m 
Enterprise Value 237 A$m 
Debt 137 A$m 
Cash (est) 15 A$m 
Largest Shareholder         Taurus  13%

Production F/Cast 2015a 2016f 2017f
Cu prod (t) 1239 12075 28125
Cash Cost (US$/lb) 4.65 1.14 1.01
AISC(US$/lb) 3.45 2.85 1.29

Assumptions 2015a 2016f 2017f
Copper (US$/lb) 2.50 2.15 2.40
AUDUSD 0.75 0.74 0.75

Key Financials 2015a 2016f 2017f
Revenue (A$m) 8 87 193
EBITDA (A$m) -13 32 98
NPAT (A$m) -16 -7 35
Cashflow (A$m) -5 6 77

CFPS (Ac) -18 -6 8
P/CFPS (x) na na 2

EPS (Ac) -4 -1 5
EPS growth (%) na na na
PER (x) na na 3.2

EV:EBITDA (x) na 6.2 1.9
EV:EBIT (x) na 18.4 3.4

DPS (Ac) 0.0 0.0 0.0
Dividend Yield (%) 0% 0% 0%

ND:Net Debt+Equity (%) 50% 33% na
Interest Cover (x) na 0.6 12.2
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Analyst Date Price Target
Andrew Clayton 18th October 2016 $0.30/sh

Wetar Island Site Visit

Investment case

Our site visit confirmed that FND has done an excellent job in building Wetar, 
which,  is now on the cusp of reaching nameplate capacity of 28kt of Cu per 
annum. Dec Q guidance of ~6.5kt of Cu is maintained and we forecast AISC of 
~US$1.30/lb at this production rate. Once ramped up, FND will look at numerous 
value accretive opportunities including optimising production from Lerokis, 
improving heap recoveries and efficiencies and drilling at Meron. Our valuation 
remains at $0.31/sh and we expect once cash starts being generated and 
exploration delivers, the stock will re rate. 

Key points
yy We conducted a  two day site visit to Finders Resources Wetar Project 

located on Wetar Island, Indonesia. 

yy In a remote, challenging environment we were very impressed with progress 
to date with FND on the cusp of name plate capacity of 28 kt of Cu pa. It is 
now regularly producing at 80-90% of nameplate at around 60-65t per day 
(nameplate is 76t of Cu cathode per day).

yy Site personnel, led by Dean Stuart – General Manager were highly competent 
and impressive. With only 14 ex pats on site, local employment from the 
nearby village is at 50% and the soft community issues that can really affect 
projects appear to be in hand. 

yy The site footprint is larger than anticipated reflecting the very steep terrain 
and lack of flat areas to put key equipment on. The transformation from the 
original steep valley to a mine site is an impressive engineering feat.

yy Once additional lead anodes arrive in the next two weeks, the amps on the 
second rectiformer can be increased from ~13,000 amps to 22,000amps 
which should result in Cu production reaching design level.

yy FND has reiterated Dec’Q guidance of ~6.5kt. We forecast AISC of US$1.30/lb 
at this production rate. 

yy Target crushing and stacking of 2.8mt of ore by the end of Dec’16 is currently 
~270kt behind schedule. However, recent improvements, including emulsion 
blasting, should see the target achieved. 

yy We also visited the Lekoris project which is located 4km and 500m above the 
plant. FND plan a 35 hole drill program for infrastructure, steriliszation and 
addition resources and it remains a key growth area with resource expansion 
potential.

yy We forecast CY’17 production of 28.1kt of Cu @ AISC of US$1.29/lb. At our 
assumed Cu price of US$2.40/lb and A$ of 0.75 we forecast this will generate 
project EBITDA of ~$98m and NPAT attributable to FND of $35m. 

yy Our valuation remains at $0.31/sh and we believe with FND on the cusp of 
achieving design capacity, strong cashflow and the re start of exploration 
than FND can track up towards our valuation. Longer term upside via 
increased production and extending mine life remain intact and should unfold 
over the next year.

Finders Resources Ltd 
(FND $0.17) Buy



Euroz Securities Limited
All information and advice is confidential and for the private information of the person to whom it is provided and is provided without 
any responsibility or liability on any account whatsoever on the part of Euroz Securities Limited or any member or employee thereof.  
Refer to full disclaimer at the end of this document.

RESOURCES

Finders Resources Ltd 
(FND $0.17) Buy

Site Notes 

Mining

Mining is undertaken by local contractor Madhani who has performed well to 
date. Mining is  simple with a very visual orebody making it easy to distinguish 
between ore (dark) and waste (light).

Figure 1: Massive sulphide ore at Kali Kunning pit

Grade control is done by blast hole sampling on 3-3.5m centres and to a depth 
of 6m with 3m composite. Excellent reconciliation thus far and ultimately the pit 
will be 200m deep (from the high wall) with ore widths up to +50m. The highest 
grade ore (4-5% Cu) is at the contact between the massive sulphide ore and 
the footwall quartzite/dacite unit and relates to increased % of covellite in the 
massive sulphide rock which includes chalcocite, bornite and chalcopyrite. 

Figure 2: Ore in Kali Kunning pit. Finer grain material is higher grade covellite
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Crushing and Stacking

The crushing and stacking circuit consists of a number of mobile jaw crushers 
and extensional conveyors. There has been some availability issues but this has 
improved recently and the plan is now to fix the crushing area and just move the 
conveyors to the various pads.

Figure 3: Crushing and stacking equiment at main leach pad

Due to the original delays in crushing and stacking,  stockpiling of ore on the 
pads started and of the target of 2.8mt crushed and stacked by the end of 
Dec’16, some 1.5mt will be stockpiled ore. This material still leaches well and will 
later be rehandled, crushed and stacked.

Figure 4: Stacking on Cell 5 
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Once mined, the ore is crushed to 15mm P80, agglomerated with raffinate and 
stacked. Some 4,000t was crushed on the night shift of our site visit. 

The Gold Pit Leach Pad (GPL), adjacent to the Kali Kunning open pit, has been 
stacked to 8m and holds ~410kt of ore – note the difference between the 
crushed and stacked ore and stockpiled ore (Figure 5). This pad is now full 
before the over stacking starts next year.

Figure 5: Gold Pit Leach Pad

The main leach pad is divided into six cells with ore currently being stacked 
on cells 1-5. Ore is stacked to 8m with oxygen aeration put in every 2m via 
perforated pipes along the base. 

Figure 6: Cell 5 with aeration
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Cells are initially stacked in a 50m x 50m pattern with temperature probes put 
into monitor the temperature of the heaps. Irrigation is by raffinate solution with 
liquor produced 3-6 days after irrigation starts.  

Figure 6: View looking from top of Cell 6 towards current stacking at Cell 4/5

SX-EW Plant

The Primary Leach Solution (PLS) is currently running at 12 gm of Cu per litre 
with the target of 8gm/litre into it (2 gm/litre exit). The PLS is then piped into 
the solvent extraction plant and upgraded to ~50gm Cu/litre before entering the 
Electro Winning Section.

Figure 7: Primary Leach Solution  Figure 8: Cu sulphate from Solvent Extraction

The site has just started to run the Intermediate Leach Solution (ILS) which is 
used as the raffinate in the leaching process and will help to regulate the grade 
of the PLS to meet the target of 8gm/litre for the PLS.
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Figure 9: Raffinate pond

Two rectiformers control banks of cells where the copper sulphate solution is 
plated onto steel with copper acting as the cathode lead anodes facilitate this 
reaction. Rectiformer 1 is running at 22,000amps and is producing ~35t of Cu 
per day but has peaked at >40t per day,  whilst Rectiformer 2 is only running 
at 13,000amp as there is not enough lead anode. These should be at site in the 
next two weeks. 

Figure 10: Electro winning circuit and Copper stripping machine
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It takes on average 6 days to plate a 40-50kg plate of cathode Cu. This stacked 
and wrapped in 2.5t bundles before being loaded into a sea container. A 
domestic container carries 20t and an international container 25t. The LCT is 
back loaded with typically 700-800t of Cu per shipment. 

Figure 11: Stacked and wrapped LME Grade A premium Copper

The copper quality has been good with 90% of Cu produced at LME grade A 
premium product.  10% of Cu produced has been Standard LME grade.  

Demonstration Plant

The demonstration plant was running at nameplate capacity with leach 
recoveries in line with design. 

Operating Costs

Initial indications are the site is running at similar costs as quoted in the 
feasibility study. The Dec Q will be the first real indication when production is 
close to nameplate and operations are relatively stable.

FND maintain Dec guidance of 6kt and at this production level we forecast AISC 
of US$1.30/lb.  

Project Upside

Once ramped up to nameplate, FND will look to optimise and improve the heap 
efficiency, optimise production from the Lerokis mine and add mine life.

One of the key driver for heap leach projects is reduced residence time and 
higher metal recovery. Wetar has two distinct phases of leaching with the 
covellite and chalcocite leaching in ~100days, while chalcopyrite and bornite take 
600 days.  Irrigation rates, temperature control, agglomeration etc are all levers 
than can be optimised. 

The BFS assumed that once over stacking occurred the heap below it would 
stop leaching any copper. Results from some of the older heaps used in the 
demonstration plant show that leaching still occurs after 4-5yrs. At site, one of 
the demonstration heaps is being rehandled an placed as the 1m cushion in Cell 
6 and this is still hot and active. 

The BFS model assumed no copper recovery >75% and we see upside to this. 
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Lerokis

The current Lerokis reserve is 61kt of Cu @ 2.3% Cu or 28% of the total 216kt 
Cu reserve. The feasibility assumed mining to commence in 2018 with ore 
transported to the leaching plant. Other options being considered include; 
transporting and upgrading the existing demonstration plant to the mine or 
establishing leach pads at the mine and pumping leachate to the SX-EW plant.

Figure 12 View from Lerokis looking towards plant and old open pit

If exploration can define additional reserves – ie +75kt than the an option of 
expanding the 3kt demonstration plant and relocating this could come into 
consideration. 

Exploration Upside

The site visit reinforced our view that Wetar is underexplored with good 
potential to host other VMS deposits. Meron is an excellent target and located 
within 1km of the existing heaps with historic high grade Cu intercepts. This 
target of 3-5mt of Cu could extend mine life to >10yrs. 

Drilling at Meron is likely to occur in early CY’17. 
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Market Statistics Year End 30 June
Share Price $0.17  A$/sh 
Issued Capital
Fully Paid Ord  674.0  m
Op. - exp. Jun’17 22.8  m
Op. - exp. Oct’17 31.3  m
Employee/dir shares  15.0  m
Market Capital. (dil ) $115  m
Enterprise Value $237  m
Debt  $137  m
Cash $15  m
Hedging         16.5kt @ US$2.18/lb

Directors
Gary Comb Chairman
Barry Cahill  MD
Gavin Caudle  NED
Gordon Galt  NED

Shareholders
Taurus Resources 13%
Provident 12%
Resource Cap Fund 10.9%
Saratoga 9.7%
Acorn 8.5%

Asset Valuation A$m A$/sh
 Wetar Island   (72%) npv 10% 333 0.49
Exploration nom 40 -0.02
Hedging npv 10% -12 -0.02
Corporate npv 10% -31 -0.05
Working Capital nom 0 0.00
Unpaid Capital 0 0.00
Debt (137) (0.20)
Cash 15 0.02

Total @ 10% nom  208 0.31

F/Cast Production (A$m) 2015a 2016f 2017f 2018f 2019f
Cathode production   tonnes   1,239   12,075   28,125   28,125   28,125 
Total   tonnes   1,239   12,075   28,125   28,125   28,125 

Cash Cost 
C1 cash cost  US$/lb   4.65   1.14   1.01   1.01   1.01 
Total costs (incl. D&A)   US$/lb   5.21   1.70   1.57   1.58   1.58 
All-in sustaining cost  US$/lb   3.45   2.85   1.29   1.30   1.31 

Assumptions
Copper Price  US$/lb   2.50   2.15   2.40   2.75   2.95 
FX Rate ass’d  A$/US$   0.75   0.74   0.75   0.76   0.77 
Copper Price  A$/t   7,335   6,390   7,053   7,975   8,444 
Copper Price Ach’d  A$/t   7,335   7,087   6,879   7,529   8,344 

Ratio Analysis (A$m) 2015a 2016f 2017f 2018f 2019f

CF (US$m)   (136.1)  (45.1)  71.5   88.8   89.1 
CF / Sh (Ac/sh)  (18) (6)  8   10   10 
CF Ratio (x)  na   na  2.1   1.7   1.7 

Earnings (US$m)   (21.9)  (7.2)  35.3   43.5   50.5 
EPS (Ac/sh)   (3.90)  (1.31)  5.31   6.45   7.39 
EPS Growth (%)  na na na 22% 15%
PER (x)   na   na   3.2   2.6   2.3  

E’prise Val. (A$m)   210   201   138   37  (54)
EV : EBITDA (x)   na   6.2   1.9   0.4   na 
EV : EBIT (x)   na   18.4   3.4   0.7   na 

Net Debt / ND+Eq (%)  50% 33% na na na
Interest Cover (x)  na 1 12 na na
EBIT Margin (%)  na 18% 30% 36% 44%
ROE (%)  -23% 3% 21% 21% 21%
ROA (%)  -6% 4% 17% 0% 0% 

Div. (Ac/sh)  -  -   -  -     -   
Div. payout ratio  0% 0% 0% 0% 0%
Div. Yield  0.0% 0.0% 0.0% 0.0% 0.0%
Div. Franking  100% 100% 100% 100% 100%

Profit and Loss (A$m) 2015a 2016f 2017f 2018f 2019f
Copper Cathode sales   6   75   198   224   237 
Hedging Revenue   (0) 11 (7) (17)  (3)
Interest Income   2   1  2   3  5 
Other Income   -    -    -  -    -   
Total Revenue   8   87   193   210   239  
Operating Costs   12   47   88   88   87 
Exploration    3   2   1   1   1 
Corporate    6   6   6   6   6 
Other    -    -     -    -     -   
EBITDA   (13) 32  98   116   145 
Dep/Amort   1  17  42   41   40 
EBIT   (14) 15  57   75   104 
Interest exp.   8   10   8   1   (3)
NPBT   (22) 15  49   74   107 
Tax   -    -     -    10   27 
Abnormals   -    -     -    -     -   
NET PROFIT   (22) 5  49   64   80 
Minorities   6   (12) (14) (20) (30)
NET PROFIT (attributable)   (16) (7) 35 43   50

Cash Flow (A$m) 2015a 2016f 2017f 2018f 2019f
 Net Profit  (16) (7)  35   43   50 
+Dep/Amort 1   17  42   41   40 
+WC/Writeoff/Other  2   (5) -  -     -   
+ Tax Expense  8   -    -     11   24 
- Tax Paid  -    -     -    1   21 
= Operating Cashflow (5) 6  77   94   94 
-Capex + Development  132   51   5   5   5 
-Exploration  0   4   4   4   4 
-Assets Purchased  -    -     -    -     -   
+Asset Sales  -    -     -    -     -   
+Other  -    -     -    -     -   
= Investing Cashflow (132) (55) (9) (9)  (9)
+ Equity Issues (Rts,plc,opts)   -  -    -  -    -   
+Loan Drawdown/Receivable   124   68 -  -    -   
+Other   -  -   -  -    -   
 -Loan Repayment   -     18  47   40   16 
-Dividends   -  -    -    -     -   
= Financing Cashflow   124   50 (47) (40)  (16)
Surplus/(Deficit)   (13)  1 20   45  69 
FX Adjustments   -  -    -    -     -   
CASH   34   35  56   101   170 

Balance Sheet (A$m) 2015a 2016f 2017f 2018f 2019f
Assets
Cash   34   35   56   101   170 
Current Receivables   0   20   20   20   20 
Other Current Assets   3   45   45   45   45 
Non-Current Assets   196   241   215   189   163 
Total Assets   233   341   335   354   398 
Liabilities 
Borrowings   126   122   55  (1) (23)
Current Accounts Payable   6   31   31   31   31 
Other Liabilities   3   16   16   16   16 
Total Liabilities   140   167   102   46   24 
Net Assets   93   174   234   309   374 

Reserves and Resources
Reserves  Resources 
Tonnage Grade Metal Tonnage Grade Metal

mt % kt mt % kt
Wetar Project (95%) 8.9 2.4 213 9.0 2.5 221

Equity Share 153 159
Enterprise Value per Cut (A$/t) 1543 1487

Finders Resources Ltd 
(FND $0.17) Buy
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Copyright & Distribution

The material contained in this communication (and all attachments) is prepared 
for the exclusive use of clients of Euroz Securities Ltd (ACN 089 314 983) 
(“Euroz”) only. Euroz is the holder of an Australian Financial Services Licence 
(AFSL 243302) issued by the Australian Securities and Investments Commission 
(“ASIC”) and is a participant of the Australian Securities Exchange Group  
(“ASX Group”). 

The information contained herein is confidential and may be legally privileged. 
If you are not the intended recipient no confidentiality is lost nor privilege 
waived by your receipt of it. Please delete and destroy all copies, and contact 
Euroz on (+618) 9488 1400. You should not use, copy, disclose or distribute this 
information without the express written authority of Euroz.

Disclaimer & Disclosure

Euroz and its associates declare that they deal in securities as part of their 
securities business and consequently may have a relevant interest in the 
securities recommended herein (if any). This may include providing equity 
capital market services to their issuing company, hold a position in the securities, 
acting as principal or agent, or make a market therein and as such may effect 
transactions not consistent with the recommendation (if any) in this report.

Euroz declares that it may have acted as an underwriter, arranger, co-arranger or 
advisor in equity capital raisings, and will have received a fee for its services, for 
any company mentioned within this report during the last 12 months.

You should not act on any recommendation issued by Euroz without 
first consulting your investment advisor in order to ascertain whether the 
recommendation (if any) is appropriate, having regard to your investment 
objectives, financial situation and particular needs. Nothing in this report shall 
be construed as a solicitation to buy or sell a security, or to engage in or refrain 
from engaging in any transaction.

Euroz believes that the information and advice contained herein is correct at 
the time of compilation, however we make no representation or warranty that 
it is accurate, complete, reliable or up to date, nor do we accept any obligation 
to correct or update the opinions in it. The opinions expressed are subject to 
change without notice. No member of Euroz accepts any liability whatsoever 
for any direct, indirect, consequential or other loss arising from any use of this 
material.

We cannot guarantee that the integrity of this communication has been 
maintained, is free from errors, virus interception or interference.
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