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Hichens, Harrison & Co Report on Platinum Australia Limited 

 
Platinum Australia Limited (“PLA”) is pleased to advise that a research report on PLA by 
Hichens, Harrison & Co plc (“HHC”) is available on our web site at www.platinumaus.com.au. 
 
HHC act as company broker to PLA and their report is based on publicly available information on 
the Company including previously released presentations made by Company executives and a 
site visit to the Smokey Hills and Kalahari Platinum Projects by HHC Consultant, Mr David 
Pacton. 
 
The analysis and evaluation of the Company and the projects contained in the report are the 
work of HHC and PLA makes no representation as to their accuracy.  
 
 
Yours faithfully 
PLATINUM AUSTRALIA LIMITED 
 

 
 
JOHN D LEWINS 
Managing Director 
 
Our Ref: ASX0657JDL 
 
 
Further Comments:  Media Enquiries: 

Ron Marshman / John Greenhalgh 
City of London Public Relations 
P: +44 (020) 7628 5518 
 

Media Enquiries: 
Sarah Allchurch 
Allchurch Communications 
P:  (08) 9381 6625 
M:  0412 346 412 

Mr John Lewins 
Managing Director 
Platinum Australia Limited 
P:  (08) 9324 1491 
M:  0419 910 061 
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Level 3, 18 Richardson Street West Perth Western Australia 6005 Australia 
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Kalahari Platinum 
Project South Africa 
 

PLA signed a formal Joint Venture Agreement with ARM to acquire up to 49% of the 
Kalplats PGM Project located in North-West South Africa.  Kalplats is an advanced 
exploration project where previous drilling defined a resource of 3.4 million ozs of 3E 
PGM (platinum + palladium + gold), including a high grade resource of 1.4 million ozs 3E 
PGM at a grade of 3.6g/t 3E PGM. 

The Joint Venture Agreement provides for PLA to earn its interest in the project by 
completing a BFS.  The project is covered by an existing mineral lease and the 
application for the “New Order Prospecting Right” has been accepted and is expected to 
be delivered to PLA shortly.  PLA have been advised in writing by the Department of 
Mineral Affairs that the permit is issued subject to the amendment of the dilution clause 
to comply with BEE requirements.   

The signing of this Joint Venture Agreement allows PLA to commence the initial pre 
feasibility study (PFS) on Kalplats, which will include an initial drilling programme of 
15,000 metres.  The Joint Venture partner ARM is already a substantial South African 
PGM producer and is the largest Black Empowerment Enterprise (BEE) mining company 
in South Africa. 

The Kalplats PGM Project is located in the North West Province, 330km west of 
Johannesburg and 45km west of the Kalgold Gold Mine on the Kraaipan Greenstone 
Belt.  A total of seven deposits with a combined strike length of 8km, together with a 
further three prospects, have been identified to date in the 12km long Stella Layered 
Complex, a magnetite rich gabbro and magentite intrusion.  Mineralisation has not been 
closed off at depth on any of the deposits and the deepest intersection to date is at 220m 
below surface.  In total 46,000m of drilling has been completed on the project at line 
spacing ranging from 25m to 300m over the deposits. 

All seven deposits, stretching over a length of 12km are geologically very similar.  The 
mineralisation from each drill section is very distinctive and can be lined-up from hole to 
hole.  A typical cross section is detailed below, showing the grade width intersections.  
These high grade sections total 7 to 10 metres in aggregate width and average 
approximately 3.6 g/t 3E PGM.   
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 We believe the grade-width profile has the potential for very profitable mining.  For the 
high-grade UM reef, a core with a width of approximately one metre at a grade of 10g/t is 
almost always present, with a graduation from this down to roughly 2 g/t on the edge, 
over a total width of 9 meters.  For the UM reef there is a consistent high-grade section 
over a 4m width grading on average 5 g/t PGM.  This again is only 15m from a parallel 
reef that averages 3m at 3.8g/t PGM’s.  The UM grade-width profile compares very 
favourably with any other PGM reef on the Bushveld, Merensk, UG2 or Platreef. 

The Kalplats PGM Project was initially studied by Harmony Gold Mining, who reported 
recoveries ranging from 66% at a 1.6g/t 3E PGM head grade to 76% at 3.6g/t 3E PGM 
head grade.  Current PLA management believes that, while these recoveries are 
attractive, recoveries in the 80%+ range are achievable.  The ore-body’s dimensions 
allow for low cost, open-pit mining.  Thereafter, large-scale underground mining may be 
possible, which may be much more cost competitive than existing deep, narrow-vein 
underground mining.  Selectively mining the various reefs will allow for a high degree of 
flexibility, which is a major plus for any mining project.  We believe that Kalplats has the 
potential to be a substantial PGM project with a low operating cost.   

PLA has recently undertaken a low level airborne geophysical survey to provide more 
detailed information prior to drilling.  Results from the geological survey indicate 
numerous examples of magnetic annomalies that are similar to those indicated with the 
known mineralisation.  Detailed drilling will be undertaken to examine these magnetic 
anomalies. 
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Valuation Our base valuation for PLA is based on the identified PGM ounces for all three projects.  
Unlike a gold deposit, it is difficult to value a PGM deposit on ‘ounces in the ground’ as 
there are so many variables; including the platinum to palladium ratio, plus the rhodium 
content.  The Smokey Hills project will be started in the near term, and ore will be shipped 
from the open pits directly to nearby smelters.  This will provide early cash-flow, and jump-
start PLA as a junior platinum producer.  We expect, with the current high price 
environment of PGM, that Panton Sill will be re-initiated, and could be in production in the 
medium term.  However, we attribute the most potential value for PLA from its interest in 
Kalplats.  The Kalplats deposit has the dimensions for an open pit deposit.  But even as an 
underground mine, Kalplats has the dimensions and grade to make for profitable mining.  
Mining would be with trackless loaders operating in a almost vertical orebody with large 
widths.  The indication of other targets within the same belt are numerous, some of which 
have already been drill tested.  The recent magnetic survey indicates the potential for other 
targets in the region.  Together, these point toward the potential for a number of open pits 
or underground mines, which is significant in the South African PGM mining context.    

We believe the value for Smokey Hills should be at a 50% discount to that of Aquarius.  But 
to err on the side of caution we have used a value of US$50 per ounce.  For the other 
projects, we have used a valuation of half of that, US$25 per ounce.  We believe, that 
these valuations to be conservative. 

 

 

 
Deposit PGM m 

ozs 
ownership PGM m ozs 

attributable. 
Valuation 

     Per ounce 
Total value 
US$m 

 
Smokey 
Hills 

0.98 65% 0.64 50 32.0 

Kalplats 3.34 49% 1.68 25 42.0 

Panton Sill 2.31 100% 2.31 25 57.8 

TOTAL 6.63 N/A 4.63  131.8 

 

 
Source : Company Announcements 

 
Overall, we infer a valuation of US$131.8m for the known PGM mineralisation alone.  
Together with the cash of A$26m, this equates to a value of US$151m (£82m) for the 
Company, which gives rise to a valuation of £0.46 per share.  We believe this value to be 
conservative as it places no additional value on the Kalplats upside or the value of the 
Panton Process. 
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The Smokey Hills project provides an opportunity for early cash-flow and a change in the 
perception of the company.  Smokey Hills should be relatively straightforward and 
inexpensive, whilst offering a realistic chance to use a third party’s concentrator for the 
processing.  The fact that Smokey Hills could be one of the first of the new breed of juniors 
producing PGM revenues within the year.  We also believe that a PGM producer in 
Australia will receive a favourable re-rating from the Australian investors. 

We believe the huge potential for PLA is from the Kalplats project.  The partner here is 
ARM, which is a BEE South African mining group, which owns and operate two other PGM 
development projects.  ARM commitment to the Kalplats project is to provide its share of 
the development costs once the BFS is complete.  An opportunity exists for PLA to 
increase its stake in the Kalplats project by offering to finance ARM’s share of capital 
expenditure is available. 

The potential value for an initial open pit mine developing toward a low cost underground 
mine is substantial.  Cost pressures are increasing in the deep platinum mines, a trend 
that can only intensify with depth.  A source of PGMs distinct from the traditional narrow 
vein, deep level PGM mining, represents an attractive alternative.  We believe the Kalplats 
potential over the longer term provides PLA with an interesting exploration edge.   

South Africa does harbour some risks for investors, from the economic framework 
associated with the new order in the mining industry, and the strength of the South African 
Rand.  However, the risk for PLA of operating in South African is mitigated, as both 
projects are essentially open-pits, which should be in the lower cost quartile, particularly 
when compared with existing underground mines.  The PGM industry is protected against 
Rand strength and economic flux, as South Africa is a major producer of platinum.  Any 
material change in the economics of the South African PGM industry is likely to have a 
major impact on the World platinum price.   
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Conclusion PLA will be one of the first of the new breed of juniors to be producing platinum with 

production Smokey Hills.  The Panton Sill project will be lined up to start production 
thereafter.   

However, we are most excited by the potential for the Kalplats project.  The current known 
high grade material will provide for a long-life open pit PGM mine mining the high grade 
UM Reef.  This was shown by Harmony to be in the region of 6 metres wide, almost 
vertical with an average PGM grade of 5 gms/tonne.  Depending on the ultimate depth and 
dimensions at depth, these parameters provide for relatively inexpensive underground 
mining when compared to the deep underground platinum mines.  Should the current 
drilling round expand the current known mineralization on strike and depth the potential 
expands considerably.  In our view the current known mineralization shows there is a new 
platinum mine in the area. 

The magnetic survey showed two very important details.  The first being that there are 
parallel magnetic bands.  The current mineralization is associated with magnetite rich reefs 
or horizons which are magnetic.  If these parallel bands are infact mineralized with PGMs 
the known dimensions can be doubled,or in some cases trebled.  The second detail shown 
by the gravity survey was that the magnetic mineralization continues both north and south 
of the area of interest, with the Kalahari Greensrtone belt.  Harmony explored over a strike 
of 12 kms.  PLA have secured an additional 38km of strike, with known magnetic 
anomalies.  The potential of depth, parallel zones and a four fold increase in strike provide 
exponential upside for the project.  We are eagely awaiting the drill results from the 
Kalplats project, looking for any signs that any of those items are checked off.  The current 
value for Kalplats should be rated as more highly as is has the dimensions as a high width, 
low cost open pit mine.  But the potential value for Kalplats if the dimensions in any one of 
3 directions is increased, length of strike, number of bands and depth the value increases 
exponentially.  Buy for exposure to a developing PGM mine with massive potential.  
Should any 1 of our 3 factors we have outlined prove correct, Kalplats develops to a major 
platinum discovery.  Buy up to our valuation of £0.46 per share and wait on the Kalplats 
drilling results.  Strong Buy. 
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Hichens, Harrison Equity Research Team 
 

Head of Research 
 Jeremy Chantry 020 7382 7791 Jeremy.chantry@hichens.com 
    

Natural Resources Team 
Renewable Fuels & Energy 

 Jeremy Chantry 020 7382 7791 Jeremy.chantry@hichens.com 
    

Mining and Coal 
 Dave Paxton 020 7382 7758 Dave.paxton@hichens.com 
    

Hydrocarbons 
 Richard Hulf 

(Consultant) 
07960 332 603 
01923 831 754 

rhulf@hulfhamilton.com 

    

Banks & Other Financials 
 Nick Hawken 020 7382 4454 Nick.hawken@hichens.com 
 Magnus Mathewson 020 7382 4459 Magnus.mathewson@hichens.com 
    

Technology 
 Robyn Harte-Bunting 020 7382 4453 Robyn.harte-bunting@hichens.com 
    
 Andrew Barrett 

(Consultant) 
020 7371 7682 

andrew@barrettltd.co.uk 

    

Smaller Companies 
 Bela Agarwal 020 7382 7795 Bela.agarwal@hichens.com 
    

Daily UK, South African and Global Morning Meeting Note 
 Sean Lunn 020 7382 7777 Sean.lunn@hichens.com 
    

Economics 
 Capital Research   
    

Desktop Publishing 
 Annabel Gregory 020 7382 4466 Annabel.gregory@hichens.com 
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Authorised and regulated by the Financial Services Authority Member of the London Stock Exchange. 

This document has been issued by Hichens, Harrison & Co. plc on the basis of publicly available information, internally developed data and other 

sources believed to be reliable and accurate at the time of printing. No representation or warranty, expressed or implied, is made nor responsibility of 

any kind is accepted by Hichens, Harrison & Co. plc, its directors or employees either as to the accuracy or completeness of any information stated in 

this document. Any opinions expressed (including estimates and forecasts) may be subject to change without notice. This document is not intended as 

an offer to buy or sell any security or as a personal recommendation. Hichens, Harrison & Co. plc, or any of its connected or affiliated companies or 

their directors or employees, may have a position in any of the securities or may have provided corporate finance advice, other investment services in 

relation to any of the securities or related investments referred to in this document. The securities may not be suitable for all investors and advice 

should be sought from a suitably qualified professional advisor. Investors must be aware of the risks associated with investment in these securities. 

The value of the securities and the income derived can go down as well as up. Investors may not get back their initial investment. Past performance is 

not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realised. Securities 

denominated in foreign currencies may see their value fall as a result of exchange rate movements. Market conditions may affect the liquidity and 

volatility of the securities and accordingly. An investor may find it difficult to realise their investment. There is an extra risk of losing money when shares 

are bought in some smaller companies, including penny shares. For comments on AIM shares you should be aware that because the rules for AIM are 

less demanding than for those of the Official List of the London Stock Exchange the risks are higher. There may be a big difference between buying 

and selling price of these shares. If you have to sell them immediately you may get less than you paid for them. Any comments contained in this 

document are intended for the use of the individual or entity to which it is addressed and may contain information that is confidential and may also be 

legally privileged. If you are not the intended recipient you are hereby notified that distribution or copying of this document is prohibited. If you have 

received this document in error please telephone  Adam Wilson on 020 7382 4451. NOT FOR DISTRIBUTION IN THE UNITED STATES, 

AUSTRALIA, CANADA AND JAPAN. 

 


