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INVESTMENT POINTS 

♦ Korab’s flagship project is the Bobrikovo Gold Project in the Eastern Ukraine. 

♦ The Ukraine presents a sound investment background with a stable political 
democracy supportive of investment and economic growth. 

♦ Baker Steel managed fund (Genus Dynamic Gold Fund) recently took placement 
at A$0.092/share to inject A$0.46m. 

♦ Company now has a clearer corporate structure after buying out minorities in 
flagship gold projects. Clear gold focus will be reinforced by likely sale or JV of 
non-core, non-gold assets. 

♦ Bobrikovo gold project situated on an extensive gold mineralisation trend which 
has produced multiple significant gold mines in Eastern Europe and Russia. 

♦ The Bobrikovo project boasts total JORC resources of 2.04moz @ 1.7g/t. 
Importantly, Measured and Indicated resources amount to 763koz at a grade of 
2.65g/t. High grade zones amount to ~1moz @ 4.8g/t. 

♦ Bobrikovo Stage 1, fast track 12kozpa gravity processing plant (RCR est.capex 
US$10m, opex US$505/oz) likely to be in production in mid CY13, generating 
significant cashflow over three years to fund future Stage 2 expansion. 

♦ Bobrikovo Stage 2 expansion to 50kozpa is currently subject to a DFS, likely to 
be completed 4Q13, possible commissioning in 2015. 

♦ Melrose gold project (WA) 340koz resource could be stand-alone heap leach 
project, but sale to neighbouring producers more likely. 

♦ Total resources of 2.4moz currently valued at only A$3.68/oz based on KOR EV.  
Low valuation may primarily be because key asset in Ukraine? 

♦ Our six month share price target is A$0.15/share based on KOR finalising 
Stage 1 financing and joining producer’s ranks mid 2013. 

PRODUCTION AND FINANCIAL FORECASTS 

 

YEAR END: 30 June 2012F 2013F 2014F 2015F

Gold Price (US$/oz) 1670.4 1768.0 1775.0 1750.0

Exhange Rate (A$/US$) 1.04 1.02 1.00 0.96

Ore Milled ('000t) 0.0 0.0 105.0 120.0

Equity Production (koz Au) 0.0 0.0 10.8 12.3

Total Revenue (A$m) 0.1 0.1 19.1 22.6

EBIT (A$m) -1.2 -0.8 8.5 10.2

Net Profit (norm) (A$m) -1.3 -1.0 6.6 7.0

C1 Cash Costs (US$/oz) na na 539 512

EPS (norm) (A¢/share) -1.2 -0.4 2.8 3.0

CFPS (A¢/share) -0.5 -0.3 4.8 5.9

Dividends (A¢/share) 0.0 0.0 0.0 0.0

PER (x) na na 2.3 2.2

P/CF (x) na na 1.4 1.1

Yield (%) 0 0 0 0.0

EV/EBITDA (x) -6.7 -10.4 0.7 0.6

Shares on Issue (30 June) (m) * 101 195 195 195

    * Shares on issue assumes A$5.0m equity raising 1Q13 @ A$0.07/share

14 DECEMBER 2012 

 

UKRAINE, AUSTRALIA 

GOLD, MAGNESITE, PHOSPHATE 

DFS, GOLD PRODUCTION IMMINENT 

EXCHANGE: ASX: KOR 

 
 
 

CAPITAL PROFILE 

  

        
 

 

DIRECTORS 

Andrej Karpinski (Executive Chairman) 
John McKenzie  (Non Executive Director) 
Rodney Skeet (Non Executive Director) 
 

Mr Andrej Karpinski 
Executive Chairman 
Korab Resources Limited 
Tel: +(61) 8 9474 6166 
South Perth, WA, Australia 
www.korab.com.au 

Analyst: Dr Tony Parry 
tonyparry@rcresearch.com.au  

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 
 
 
 

 
 

52 week range (A$/share) 0.061 to

Debt (A$m) - Dec 12F

Enterprise value (A$m)

Avg monthly volume (m)

Cash (A$m) - Dec 12F

Price/Cash (x)

Listed company options:

0.066

0.18

Number of shares (m) 123.2

Options and warrants (m) 44.5

25.0

Fully diluted (m) 167.7

Market capitalisation (undiluted) (A$m) 8.1

Share price (A$)

0.5

8.3

No

Major shareholders: A Karpinski (8.8%), Rheingold Inv. (5.4%),

Genus Dynamic Gold Fund (4.1%), S Antonenko (4.1%)
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KOR- Korab Resources Limited

Source: Bloomberg

KORAB RESOURCES LIMITED        
 

                                                             
Price:  A$0.066 

Having established a total gold resource base of 2.4moz, Korab 
is planning its first gold production in the middle of CY13  
through a low cost gravity concentrating plant at its Bobrikovo 
Project in the Ukraine.  Meanwhile the company is sharpening 
its focus by reducing its interest in non-core assets.  With a 
market capitalisation of only A$8.1m, it looks highly 
undervalued relative to our A$25.5m (A$0.21/share) valuation. 
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KEY PROJECTS 
 

 
 

+

Winchester Magnesite Project

Ownership/ JV Target Process Project

Project Option Partner Type Route Status Location

Bobrikovo Gold Project 100% na Vein Au, Ag gravity/CIL Development, DFS Ukraine

Melrose Gold Project 100% na Au na Adv. Expl. Aus (WA)

Early Expl. Aus (WA)Ashburton Downs Copper/Gold 100% na massive sulphides na

100%

100%

100%

Geolsec Rock Phosphate na rock phosphate mine and ship Production ready Aus (NT)

Batchelor Polymetallic Project na massive sulphides na Early Expl. Aus (NT)

na ?? mine & ship? DFS Aus (NT)

COMPANY COMMENT 
 
Overview: Korab is a gold-focused company with its 
flagship assets in the Ukraine. It has recently simplified its 
corporate structure by moving to 100% ownership of its key 
gold assets, and is aiming to fast track initial gold 
production by mid-CY2013 with the first Stage of its gold 
operations likely to be commissioned. 
Background – The Ukraine: The Ukraine is a former 
Soviet State (capital is Kiev) that broke away in 1991 and 
has since evolved as a democracy. Like most Eastern 
European states it is strongly focused on increasing trade 
and engagement with Western economies and reducing 
trade dependence on Russia. Its main export is steel.  
KOR has been in the Ukraine since 2007 and has a solid 
in-country management team and capability through its 
Ukrainian subsidiary. 
Bobrikovo Gold Project (100%):  This project is located in 
the Lugansk Oblast Province in the Eastern Ukraine, in a 
gold belt associated with a large intra-continental 
Phanerozoic structure that extends from southern Europe 
east to Central Asia. This structure hosts several world-
class gold mining operations including Muruntau, 
Vysokovoltnoe, and Bakyrchic. The tenor and style of the 
vein stockwork mineralisation at Bobrikovo is similar to 170 
million ounce gold deposit at Muruntau in Uzbekistan and to 
57 million ounce Sukhoi Log deposit in Russia. Lugansk is 
a historic mining region with excellent infrastructure and 
availability of a skilled workforce. Overall a total of over 
A$20m has been spent on the Bobrikovo project by KOR’s 
predecessor and KOR itself in developing a total 2.04moz 
JORC resource and implementing project development 
plans.  
Bobrikovo Stage 1 – Oxide Processing: The planned 
first stage of production gives KOR a fast track to 
production at a projected rate of 12,000ozpa over three 
years. The proposed open pit mining of shallow oxide ore 
and gravity processing operation is fully permitted to allow 
a rapid start-up. The oxide zone of the deposit extends 
from surface to approximately 40m depth. No pre-strip will 
be required and the overall LOM strip ratio is estimated at 
1.4:1. KOR has already commenced mining with 
excavators and stockpiling high grade and low grade 
stockpiles. The company proposes to commence ore 
processing and gold production in 2Q13, with a blend of 
high grade vein ore (8.0g/t) and low grade envelope ore 
(2.6g/t) to give a forecast average head grade of 4.03g/t. 
being crushed, milled and fed to a simple gravity 
processing plant. The processing plant will consist of 
primary and secondary Knelsen Concentrators and tables 
to produce a high grade concentrate which will be smelted 
onsite to produce doré bars. Testwork has indicated that 
the average recovery for gravity processing will be 79% 
combining ~90% recovery from high grade vein ore and 
~50% recovery from the low grade envelope. We estimate 
capex of US$10m and opex of US$50.00/t for Stage 1. 
Bobrikovo Stage 2 Expansion – Primary Ore 
Processing: The proposed Stage 2 development will 
involve progressing to underground mining of the primary 
(fresh rock sulphides) with an expanded operation mining 
and processing 600,000 tpa through a combined gravity 
and CIL plant to achieve 50,000 ounces per annum gold 
production. KOR has commenced a DFS for Stage 2 which 
is expected to be completed by late CY13. Stage 2 could 

be financed partly from Cashflow from Stage 1 and 
partly through project finance. Production could 
commence by 2H15 which would mean Stage 2 
production ramping up in CY16 as Stage 1 winds down. 
Melrose Gold Project (100%): Near Leinster, WA. With 
an established JORC resource of 340koz (185koz 
Measured and Indicated) in three separate shallow open 
pittable deposits with a low 3:1 strip ratio, the key to 
create value in this project is for KOR to develop a low 
cost, low capex heap leach operation (in parallel with 
Bobrikovo Stage 1, similar gold output?), or sell it to a 
regional producer. So far, coarse crushing and column 
heap leach tests have indicated good recoveries for 
heap-leaching (87-89%), so this route seems possible. 
Column leach testwork is on-going. However with the 
focus on commissioning Bobrikovo, the best option 
might be to sell Melrose to the operator of one of the 
four operating plants within 100km, the most obvious 
being Bronzewing (45km away) (ASX:NAV) which could 
do with some more low cost open-pittable ore. 
Batchelor Polymetallic Project:  Located in the Pine 
Creek orogen, 70km S of Darwin, NT. KOR has over the 
past three years been exploring for deep massive 
sulphides (targeting EM conductors) with potential to 
host Ni, Cu, Co, Cr. Initial diamond and RC drilling 
completed to date intersected low grade Ni, Cu, Co, Cr 
over wide intercepts in several holes. KOR is now 
looking for JV partners to fund a planned geochem and 
high res EM survey prior to further drilling.  
Winchester Magnesite Project (100%): Located 70km 
S of Darwin, NT. A 2001 feasibility study for magnesium 
production (A$76m capex) was undertaken, but recent 
reviews have indicated smelting to Mg metal unlikely to 
be economical. Mining of magnesite rock for offshore 
smelting looks more viable, however this asset is non-
core and KOR is seeking potential buyer. 
Geolsec Rock Phosphate (100%): Also located at 
Batchelor (NT), a rock phosphate deposit with 
interesting potential to quarry and provide a feed source 
of phosphate for the organic farming industry. No longer 
a core asset for KOR, ideally KOR will find a 
development partner and sell down its stake. 
Ashburton Downs Copper/Gold Project (100%): 
Located in the Pilbara 70km S of Paraburdoo (WA). This 
is an early stage base metals exploration project. A 
review of historical exploration results has indicated 
potential for high grade copper deposits.  Non-core 
asset - KOR is looking for JV partners to progress this 
project. 
 

Investment Comment: Up until recently KOR’s 
confused corporate structure has made it difficult to 
understand for potential investors. Now it has 100% 
ownership of its key gold assets, a substantial resource 
base and a clear path to production, we would expect the 
stock to be re-rated over the next six months assuming 
the construction of its first gold production operation 
proceeds. Given our valuation of A$0.21/share (mainly 
based on Stage 1 production), we think that a six month 
target of A$0.16/share is reasonable if KOR can raise the 
modest debt and/or equity financing required. 
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KORAB RESOURCES LIMITED VALUATION 
 

 
 
 
BOBRIKOVO GOLD PROJECT STAGE 1: KEY ASSUMPTIONS - RCR BASE CASE 
 

 
  

Equity Value Value

(%) (A$m) (Ac/share)

Projects

Bobrikovo Gold & Silver Project Gravity Stage 1* NPV @10% applying 30% pre-financing risk discount* 100% 12.3 10.0

Bobrikovo Gold & Silver Project Stage 2 Expansion ** Min. 1moz mineable resource @ A$10/oz. 100% 10.0 8.1

Melrose Gold Project RCR Est 100% 3.0 2.4

Batchelor Polymetallic Project RCR Est 100% 1.0 0.8

Geolsec Rock Phosphate RCR Est 100% 0.5 0.4

Winchester Magnesite Project RCR Est 100% 2.0 1.6

Other 0.0 0.0

Sub-total Projects 28.8 23.4

Assets

+ Cash (Est. Dec '12) 0.3 0.3

+ Tax losses 2.1 1.7

Liabilities

-  Debt 0.5 0.4

-  Corporate (NPV @10%) 5.2 4.2

KOR Net Assets 25.5 20.7

Shares (m) 123.2 123.2

Fully diluted shares (m) 167.7 167.7

Cash on Option Conversion ($m) ^ 0.00 0.00

KOR Net Asset Value per share : Ac/share 20.7

KOR Net Asset Value Diluted^ : Ac/share dil 20.7

NOTES TO TABLE

* Bobrikovo Stage 1 NPV is A$17.6m assuming 5 year mine life, gold price US$1,750/oz and A$/US$ = 1.00

** Bobrikovo Stage 2 subject to a DFS.  Production target 50kozpa, but not sufficiently defined to undertake DCF modelling at this stage.

 ̂ Options are out of the money, A$0.25 strike price.

RESOURCE ESTIMATES

Mt g/t Au koz Au

Current resource - Bobrikovo 37.09 1.71 2041

Stage 1 Assumed Total LOM ore** 0.38 4.03 49

** Total mineable oxide reserves assumed in RCR model for Stage 1. 

MINING METHOD Open pit - primarily free-digging ore from surface

Selective extraction of high grade vein zones.

Strip ratio 1.4:1

PROCESS METHOD Dedicated crushing, milling and gravity gold plant 

Two stage Knelsen concentrators and concentrate smelting

PRODUCTION RATE :ktpa ore treated 120.0 Commisioning 3Q13, steady state production from 4Q13

:kozpa gold 12.0

AVERAGE GOLD HEAD GRADE :g/t 4.03 Based on selective mining of high grade oxide veins

INITIAL CAPITAL COSTS :US$m 10.0 RCR estimate

SUSTAINING CAPITAL COSTS :US$mpa 0.8 RCR Estimate

RECOVERY - GOLD :% 79.0 KOR data

OPERATING COSTS - LOM average - unescalated :US$/t 50.00 (unescalated)  RCR estimate

:US$/oz 505 C1 cash costs - before royalties

:US$/oz 830 C3 costs including royalties, depreciation and amortisation

TAX (Ukraine) :% 16

ROYALTY - GOLD (Ukraine) :% 3.0

MINE LIFE - oxide open pit: Stage 1 :Years 3 Stage 2 is likey to be in production in 2016

Gold

Note: The Bobrikovo Stage 1 project parameters have been derived from Korab estimates.  A project go-ahead will be subject to succesful project financing.  In our financial modelling 

we have assumed that the project is financed through an A$6m debt facility and a capital raising in 1Q13 (@ A$0.07/share) contributing A$5m project equity.
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RESERVES AND RESOURCES/MINERALISED MATERIAL 
 

 
 
 

The chart below shows resource valuations (EV per ounce of resource) for ASX-listed gold 
stocks whose equity in gold resources is between 1.5 moz and 3.0 moz.  Excluding the three 

“heavyweight” stocks the average is A$25.75/ounce.  The current lowly valuation of KOR 
(A$3.68/ounce) may be largely due to its main asset being in the Ukraine, a risk discount that 

we consider is unjustified and could wash out if Bobrikovo Stage 1 production proceeds. 
 

 
 

                                      EV/Resource graph based on share prices as at 11 December 2012 

  

Code for reporting mineral resources - Australian: (JORC)
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The Stage 1 open pit production will be a modest 12,000ozpa, but highly profitable based on 
current projections.  Stage 2, which is the subject of a DFS (expected to be completed in 

4Q13), should see a transition to primary ore mining and treatment. 
 
 

 
 
 

We are likely to see a further clarification of corporate structure in the first half of 2013, with a 
predominant focus on the flagship Bobrikovo Gold Project and sale/JV of other assets, 

including the Melrose Gold Project, which could support financing of Bobrikovo. 
 

 

 
  

Bobrikovo - Gold Flagship project Melrose - Gold Potential Sale

Potential Production 2013. Batchelor Polymetallic Looking for JV partners

Stage 1 12kozpa 3Q13. Winchester Magnesite Looking to sell

Stage 2 50kozpa in 2015 Geolsec Rock Phosphate Looking for development partner

Ashburton Downs Cu Looking for JV partners

CORE ASSETS NON-CORE ASSETS

A NEW LOOK KORAB IN THE MAKING - REALISING VALUE FROM NON-CORE ASSETS
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DISCLOSURE AND DISCLAIMER 
Important Information 
Resource Capital Research Pty Limited (referred to as “we”, “our”, or “RCR” herein) ACN 111 
622 489 holds an Australian Financial Services Licence (AFS Licence number 325340).  General 
advice is provided by RCR’s Authorised Representatives Dr Tony Parry (Authorised Representative 
number 328842) and Murray Brooker (Authorised Representative number 407208). The FSG is 
available at www.rcresearch.com.au. All references to currency are in Australian dollars unless 
otherwise noted.  

This report and its contents are intended to be used or viewed only by persons resident and 
located in the United States and Australia and therein only where RCR’s services and products 
may lawfully be offered.  The information provided in this report is not intended for distribution to, or 
use by, any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to law or regulation or which would subject RCR or its affiliates to any registration 
requirement within such jurisdiction or country.   

This report and its contents are not intended to constitute a solicitation for the purchase of 
securities or an offer of securities.  The information provided in this report has been prepared 
without taking account of your particular objectives, financial situation or needs.  You should, before 
acting on the information provided in this report, consider the appropriateness of the purchase or sale 
of the securities of the companies that are the subject of this report having regard to these matters 
and, if appropriate, seek professional financial, investment and taxation advice.  RCR does not 
guarantee the performance of any investment discussed or recommended in this report.  Any 
information in this report relating to the distribution history or performance history of the securities of 
the companies that are the subject of this report, should not be taken as an indication of the future 
value or performance of the relevant securities.  

In preparing this report, RCR analysts have relied upon certain information provided by 
management of the companies that are the subject of this report or otherwise made publicly 
available by such companies.  The information presented and opinions expressed herein are 
given as of the date hereof and are subject to change.  We hereby disclaim any obligation to 
advise you of any change after the date hereof in any matter set forth in this report.  THE 
INFORMATION PRESENTED, WHILE OBTAINED FROM SOURCES WE BELIEVE RELIABLE, IS 
CHECKED BUT NOT GUARANTEED AGAINST ERRORS OR OMISSIONS AND WE MAKE NO 
WARRANTY OR REPRESENTATION, EXPRESSED OR IMPLIED, AND DISCLAIM AND NEGATE 
ALL OTHER WARRANTIES OR LIABILITY CONCERNING THE ACCURACY, COMPLETENESS OR 
RELIABILITY OF, OR ANY FAILURE TO UPDATE, ANY CONTENT OR INFORMATION HEREIN.  

This report and the information filed on which it is based may include estimates and 
projections which constitute forward looking statements that express an expectation or belief 
as to future events, results or returns.  No guarantee of future events, results or returns is 
given or implied by RCR.  Estimates and projections contained herein, whether or not our own, are 
based on assumptions that we believe to be reasonable at the time of publication, however, such 
forward-looking statements are subject to risks, uncertainties and other factors which could cause 
actual results to differ materially from the estimates and projections provided to RCR or contained 
within this report.    

This report may, from time to time, contain information or material obtained from outside sources with 
the permission of the original author or links to web sites or references to products, services or 
publications other than those of RCR. The use or inclusion of such information, material, links or 
references does not imply our endorsement or approval thereof, nor do we warrant, in any manner, 
the accuracy of completeness of any information presented therein.  

RCR, its affiliates and their respective officers, directors and employees may hold positions in the 
securities of the companies featured in this report and may purchase and/or sell them from time to 
time and RCR and its affiliates may also from time to time perform investment banking or other 
services for, or solicit investment banking or other business from, entities mentioned in this report. 
Korab Resources Limited commissioned RCR to compile this report. In consideration, RCR received 
from the company a cash consultancy fee of less than $15,000. RCR may receive referral fees from 
issuing companies or their advisors in respect of investors that RCR refers to companies looking to 
raise capital.  Those fees vary, but are generally between 0 - 1% of the value of capital raised from 
referrals made by RCR. At the date of this report, neither RCR, nor any of its associates, hold any 
interests or entitlements in shares mentioned in this report with the exception that either or both of 
John Wilson (either directly or through Resource Capital Investments Pty Limited (RCI)), or RCI, as 
trustee of the Resource Capital Investments Fund owns shares in BHP and Rio Tinto. 

Analyst Certification: All observations, conclusions and opinions expressed in this report reflect the 
personal views of RCR analysts and no part of the analyst’s or RCR’s compensation was, is, or will 
be, directly or indirectly related to specific recommendations or views expressed in the report.  
Officers, directors, consultants, employees and independent contractors of RCR are prohibited from 
trading in the securities of U.S. companies that are, or are expected to be, the subject of research 
reports or other investment advice transmitted to RCR clients for a blackout window of 14 days 
extending before and after the date such report is transmitted to clients or released to the market. 

Cautionary Note to U.S. Investors Concerning Estimates of Measured, Indicated and Inferred 
Resources: RCR publishes mineral resources based on standards recognized and required under 
securities legislation where listed mining and exploration companies make their exchange filings and 
uses the terms “measured", "indicated" and "inferred" mineral resources. U.S. investors are advised 
that while such terms are recognized and required under foreign securities legislation, the SEC allows 
disclosure only of mineral deposits that can be economically and legally extracted. United States 
investors are cautioned not to assume that all or any part of measured, indicated or inferred resources 
can be converted into reserves or economically or legally mined. We recommend that US investors 
consult Securities and Exchange Commission Industry Guide 7 – “Description of Property by Issuers 
Engaged or to Be Engaged in Significant Mining Operations” for further information about the use of 
defined terms and the presentation of information included in this report. 
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