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Extraordinary returns for investors can be generated from
successful exploration. With gold prices approaching all-time
highs and with unprecedented levels of monetary and fiscal
stimulus globally, how should investors be thinking about gold
exploration, and where should they be looking?
Western Australia is arguably the epicentre of a developing
global exploration boom fuelled by an all-time-high Australian
dollar gold price and significant new gold discoveries.
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In this report, we look at 6 junior gold companies with projects in
Western Australia. They are all at various stages of generating
substantial shareholder value via the drill bit. These companies
are; Wiluna Mining, Pantoro, Bellevue Gold, De Grey
Mining, Red 5 and Greatland Gold.
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Which explorer to back?
Wiluna Mining A$1.55, A$155 million mkt cap: the
combination of an un-demanding valuation, aggressive drilling
programme, with an established mining camp and infrastructure
make Wiluna attractive. EV/Resource Ounce is the cheapest at
US$14 per Resource Ounce of gold.
Bellevue Gold A$0.96, A$547 million mkt cap: high-grade with
articulate and experienced management distinguish Bellevue. We
note that although the drill budget is halving looking into 2021
that’s because Bellevue can drill from underground at half the
cost and they seem to have worked out where to aim their drills.
Pantoro A$0.20, A$235 million mkt cap: Norseman is a
wonderful endowment with half ounce per tonne grade
underground and will need a lot of investment to establish a
mining reserve. Pantoro needs to buy the other half of Norseman
from Tulla and finance both the acquisition of its flagship asset
and the development of Norseman.
De Grey Mining A$0.67, A$784 million mkt cap: we wish we
had bought this one at the start of 2020!! De Grey’s Hemi
discovery is a wonderful exploration success that can keep going
as long as the drill bit keeps showing the way. The shares have
certainly captured the investing public imagination with market
chatter of 5-10 million ounces compared to current resources at 2
million ounces of gold.
Red 5 A$0.28, A$568 million mkt cap: now focussed on
building King of the Hills and delivering production growth. The
exploration focus turns towards extending the mine life at Darlot.
While exploration budgets are expected to be lower in FY 2021,
we still expect a healthy A$15 million spent. We will watch closely
to see what the drill bit turns up around Darlot.
Greatland Gold GBp 12.7, £466 million mkt cap: have both
the most aggressive drill programme courtesy of their 70% Joint
Venture partner Newcrest Mining and the highest implied project
valuation at +A$1.2 billion for 100% of the Havieron Project. We
are cautious that Newcrest as owner of the adjacent Telfer mine
infrastructure that will process Havieron will extract most of the
economic rent.
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The Boston Consulting Group in a 2015 paper titled ‘Tackling the
Crisis in Mineral Exploration’ asked six of the world’s most
successful geologists where to look for new mines:
1)
2)
3)
4)

The United States
Geological Survey (USGS)
estimates that Australia
has the largest gold
Reserves in the world.

Pursue mineralised districts.
Commit to drilling.
Aim for simple large targets.
Balance greenfield & brownfield exploration.

The major mineralised gold districts of Western Australia are
found in the Archean-aged rocks (2.5 to 4.0 billion years old) of
the Yilgarn and Pilbara Cratons (reddish colour in figure 1) and in
the younger Paleoproterozoic aged rocks (1.6 to 2.5 billion years
old) of the Paterson Region (darker brown colour in figure 1), in
which the Telfer mine is found. All of our 6 junior gold
companies have projects within these mineralised districts.

Figure 1: Australian Gold Deposits and Operating Mines: 2018

Source: Geoscience Australia
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In addition, our 6 companies are showing a substantial
commitment to drilling.
Drilling Expenditure:

We see our 6 companies
showing approximately a
200% increase in drilling
expenditure in FY 2020.

Share Price Performance:
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Enterprise Value (EV) per Resource Ounce of Gold:

Enterprise Value (EV) per Reserve Ounce of Gold:
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Gold was discovered at Wiluna in
1897. According to P. Heydon’s
book - Wiluna Edge of the Desert
- a 463-ounce nugget was
discovered at Wiluna in 1897.
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WILUNA MINING CORPORATION (WMX)
Market capitalisation: A$160 million.
Executive Chairman: Milan Jerkovic.
Estimated Cash Balance: A$20 million.
Debt: Nil.
Wiluna Mining’s Tenements and Project Location:

Source: Wiluna Mining Corp.
Wiluna Mining is a gold producer, developer and explorer with
one key asset in Western Australia.
The Wiluna Mining operation covers 1,600 square kilometres and
has four major regions; Wiluna, Regent, Lake Way and Matilda.
The operation has a long history and has produced over 4.0
million ounces of gold and has approximately 6.4 million ounces
remaining in resources and reserves. Located within the prolific
Yilgarn Craton, Wiluna’s tenements cover a significant
mineralised district with large structurally controlled gold targets.
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Wiluna Mining Corp’s Wiluna Mining Centre:

Source: Wiluna Mining.
The Wiluna region itself (pictured above) has seen the bulk of the
historical production and currently production comes from free
milling ore. FY 2020 production targets 66,000 ounces of gold at
A$1,875 AISC.
Wiluna Mining’s strategy is to take advantage of the higher-grade
sulphide reserves and resources by implementing the Sulphide
Stage 1 expansion plan. Wiluna Sulphide Underground Resources
(M+I+I) amount to 18.5 million tonnes at 4.8 g/t Au for 2.9
million ounces of gold.
Measure, Indicated & Inferred Resources (JORC 2012) at 30 June 2019.

Source: Wiluna Mining.
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Wiluna Mining’s Exploration Budget:
In the 1H of 2020, Wiluna Mining spent only A$1.7 million on
exploration and evaluation. After the recent recapitalisation, the
company’s drilling budget has expanded rapidly and in March
2020, the company embarked on a new drilling program.

Recent sulphide drill
results have been
outstanding, including:
14.5m at 17.2 g/t Au
and 6m at 53.7 g/t Au.
(See ASX release dated
26 May 2020)

In the ASX release from 17 March 2020, Wiluna outlined their
strategy to ‘target high-grade +5g/t shoots on the main East and
West gold structures, which have a combined strike length of
7km. High-grade shoot discoveries within 300m of surface could
be quickly brought into the mine plan as substantial mine
development already exists including 5 access declines. The
current program targeting infill of high grade inferred
resources and new shallow shoot discoveries is part of a
larger program of 45,000m planned over the next 18 months.’
However, since this announcement the company has accelerated
its exploration drilling and announced on the 26 May 2020, they
announced that, ‘The initial drilling associated with the Stage 1
Sulphide mining strategy is on track for completion in June 2020
with 7 drill rigs currently in operation at Wiluna.’. And that ‘A
Mineral Resource update is due in September quarter.’
The news release went on to comment that;
‘Further drilling beyond June 2020 is planned to continue and
further grow resources and reserves and build on the existing
10Moz geological endowment at Wiluna.’
For FY 2020, we estimate approximately A$10-11 million spent
on drilling with this accelerating next year with potentially A$2530 million spent on drilling in FY 2021.
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PANTORO (PNR):
Market Cap: A$229 million.
Managing Director: Paul Cmrlec.
Cash & Gold Balance: A$25.8 million (31 March 2020).
Debt: nil.
Pantoro is a gold producer, developer and explorer with two key
assets in Western Australia.
The 100%-owned Halls Creek project is in production after being
acquired in 2014. Initial challenges with ground conditions were
encountered while the mine was being development in oxide ore
but those challenges were overcome as development continued
into fresh rock. First gold was produced from the Nicholson
Mine at Halls Creek in February 2015 with pre-production mine
development costs amounting to only A$12 million. By FY 2019,
the mine produced 43,019 ounces of gold at an AISC of A$1,434
and Pantoro generated A$19. in Net Cash from Operating
Activities.
In 2014 the Nicholson Deposit at Halls Creek had only 163,123
ounces of gold in Indicated and Inferred Resources at an average
grade of 6.6 g/t Au. Today that Resource has grown to 394,000
ounces across Measured, Indicated and Inferred.

Source: Pantoro April 2020 Presentation.
In May 2019, Pantoro announced the acquisition of a 50% stake
in the Central Norseman Gold Project. Pantoro formed an
Unincorporated Joint Venture and has taken management control
of the project.
Outstanding deferred payments on the transaction include: A$5
million payable 12 months after completion and A$10 million 24
months after completion. A further A$10 million payment is due
on definition of 1.8 million ounces of JORC ore Reserves.
Additionally, Pantoro agreed to fund the first A$50 million of
project expenditure.
Historically, the Norseman Gold Project areas have produced
over 5.5 million ounces of gold since operations began in 1935,
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and is one of, if not the highest-grade fields in the Yilgarn Craton.
Pantoro is focused on establishing a clear production
development plan, and has commenced drilling and other works
required to convert Mineral Resources to Ore Reserves.

Source: Pantoro April 2020 Presentation.
Pantoro’s Exploration Budget:
Norseman Gold Project: According to Quarterly Activities
Report for the Quarter ended 31 March 2020, “Five rigs were in
operation for the majority of the March 2020 quarter” and drilling
costs on the project are currently running at about A$2 million
per month.
Halls Creek: 1 rig is currently in operation at approximately A$1
million per month.
Pantoro’s FY 2020 drilling cost estimate: A$21-22million.
(Breakdown: A$15 million at Norseman and A$6-7 million at
Halls Creek).
Based on current drilling rates at Norseman (A$2 million per
month) and Halls Creek (A$1 million per quarter) persisting
through FY 2021, we estimate next years’ drilling budget at
approximately A$28-32 million.
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BELLEVUE GOLD (BGL):
Market Cap: A$569.5 million.
Managing Director: Steve Parsons.
Cash & Cash Equivalents: A$37.8 million (31 March 2020).
Debt: Nil.
Bellevue Gold is an explorer and developer with three projects in
Western Australia. The Bellevue Gold Project is the major focus
of the company. The Bellevue Gold Mine produced 800,000
ounces at 15 g/t Au between 1986 and 1997.
In March 2017, Steve Parsons was appointed Executive Director
and a new management team were installed. A new geological
interpretation of the Bellevue Gold Project was undertaken,
looking for ‘repeat and offset structures capable of hosting a
significant orebody similar in size and grade to the historic
Bellevue Mine’. By October 2017 geophysical surveying had
identified a number of high priority shallow targets. In November
2017, a new gold discovery called the Tribune Lode was
announced after drilling assays showed 7m at 27.4 g/t Au from
92 metres down hole. The mineralisation appeared similar in style
and nature to the previously mined Bellevue Lode.
An Inferred Resource update announced in February 2020
declared: 6.1 million tonnes at 11.3 g/t Au for 2.2 million ounces
of gold. (3.5 g/t Au cut-off).
Bellevue Gold Project: Plan view.

Source: Bellevue Gold Presentation.
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A key feature of the mineralisation at the Bellevue gold Project is
that gold is closely associated with pyrrhotite. Down Hole
Electromagentics (DHEM) has therefore been highly successful
at directing the exploration.
Bellevue Gold’s Exploration Budget:
March Q 2020: Up to 8 rigs operated during the quarter with
38,000m of diamond drilling completed. Drilling targeted
exploration at the new Deacon Resource area and infill areas to
upgrade the resource category at the other targeted shallow lode
positions which will pave way for the maiden Indicated Resource
statement in June.
A total of 94,000 metres of infill drilling has now been completed.
The company’s presentation forecasts for FY 2020: 100,000m of
infill Diamond Drilling and 30,000m of step out drilling which is
likely to bring the drilling budget for FY 2020 to approximately
A$30 million.
Once part of the underground mine workings is dewatered,
drilling will be able to start from underground avoiding drilling
through approximately 500 metres of un-mineralised material. We
expect a drill budget of approximately A$10-15 million for next
year.
Regional RC drilling (four holes completed) at the company’s
Government Well prospect (announced 10 June 2020) has shown
a promising 17 m at 4.2 g/t from only 19m depth, from the first
hole to be returned. Assays are pending on the three remaining
holes. Government Well is 7.4km north of its Bellevue Gold
Project.
10,000 metres of further regional exploration is planned and
budgeted for the calendar year.
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DE GREY MINING (DEG):
Market cap: A$784 million.
Managing Director: Glenn Jardine.
Cash & Cash Equivalents: A$9.9 million (31 March 2020). A$31.2
million raising after the quarter end. Estimated cash balance:
A$36-38 million.
Debt: Nil.

De Grey’s Pilbara Gold Project.

Source: De Grey Mining’s FY 2019 annual report.
The hosting gold structures are large, regional scale, sub-vertical
shear zones, similar to structures seen in other Archaean regions
like the Eastern Goldfields Yilgarn Craton. De Grey’s shear zone
hosted gold deposits resemble many of the gold deposits mined
throughout the Kalgoorlie to Wiluna region with similar structural
settings and alteration assemblages.
The regional scale shear zones extend over 200km in strike length
in total within the project area. Detailed RC and diamond drilling
is estimated to have tested less than 10% of these prospective
shear zones.
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De Grey Mining Tenements:

Source: De Grey Mining February 2020 presentation.
The last Resource statement released in 2019 showed 29.7 million
Tonnes at 1.8 g/t Au for 1.7 million ounces of gold across the
Withnell and Wingina deposits.
Pilbara Gold Project: July 2019

Source: De Grey Mining 16 July 2019.
De Grey’s Exploration Budget:
De Grey Mining have employed a regional and wide spaced aircore program aimed at systematically testing the various large
prospective corridors throughout the project for new large-scale
gold deposits.
The Hemi discovery, announced in February 2020, was part of
this program and showed substantial thick and high-grade gold
mineralisation on two sections 640m apart. Mineralisation was
open in all directions.
FY 2020 drilling looks set to reach approximately A$13 million.
With the recent capital raising now completed, the FY 2021
drilling budget look set to reach A$24-25 million, as the company
drills out Hemi and continues to test structures along 200 km of
strike with a wide-spaced, shallow air-core program.
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RED 5 (RED):
Market Capitalisation: A$568 million.
Managing Director: Mark Williams.
Cash & Cash Equivalents: A$46.9 million (31 March 2020).
Second Tranche Share Placement of A$94.1 million closed after
the quarter end.
Estimated cash balance: ~A$130 million.
Debt: A$20 million. (31 March 2020).

Red 5’s Darlot and King of the Hills Project Locations:

Source: Red 5’s May 2020 presentation.
Red 5 is a gold producer, developer and explorer with two key
assets in Western Australia.
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Currently, ore is mined and processed at Darlot. Additional ore is
mined from underground at King of the Hills and trucked to the
Darlot processing facility. According to the March 2020 Activities
Report, FY 2020 production guidance is between 98,000 and
102,000 ounces at an AISC of A$1,570 to A$1,620.
Red 5 is progressing a stand-alone bulk mining (open-pit and
underground) at King of the Hills with a 4 million tonne per
annum mill. The plan is supported by a 4 million-ounce Resource
(Indicated & Inferred) across both open pit and underground.

Red 5’s King of the Hills Resource Statement.

Source: Red 5’s 19 March 2020 ASX release.
A final feasibility study for the stand-alone processing plant and
integrated bulk-mining operation at King of the Hills is due for
completion in the September Q 2020.
Red 5’s Exploration Budget:
Red 5 is estimated to spend approximately A$25 million on
drilling in FY 2020. Currently we estimate approximately A$15
million spent on drilling in FY 2021. Of this, A$10million is likely
spent on drilling at Darlot to extend the mine life and A$5 million
spent at King of the Hills, potentially on regional exploration.
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GREATLAND GOLD (GGP)
Market capitalisation: £415 million (A$847 million)
CEO: Gervaise Heddle.
Cash Balance: £2.8 million (31 March 2020)
Debt: Nil.
Greatland Gold’s Key Prospects:

Source: Greatland Gold’s May presentation.
The Paterson province
gained significant
exploration attention
following Greatland Gold’s
discovery at Havieron in
2018. Rio Tinto’s Winu
copper-gold discovery,
130km north of Telfer,
announced in February
2019, added to the interest
in the province.

Greatland Gold’s primary prospect is the Paterson Project,
comprising the Havieron, Black Hills and Paterson Range East
licenses. The project is located in the Paterson region of Western
Australia, approximately 45 km east of Newcrest’s Telfer mine.
Greatland Gold announced the first drill results on the Havieron
license in 2018. Hole 5 showed;
An upper zone of 103m at 3.5 g/t Au and 0.9% copper from
459m and a lower zone of 128m at 7.4 g/t Au and 0.5% copper
from 660m.
In March 2019, Greatland Gold signed a farm-in agreement with
Newcrest to advance Havieron. The agreement allows Newcrest
the ability to earn 70% of the exploration blocks covering the
Havieron target, in stages by spending US$65 million. Newcrest
will then have the option to increase their stake to 75% by
acquiring a further 5% at fair market value.
The farm-in agreement included Joint Venture and Tolling
principles which reflected the intention of both parties that,
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“The Havieron orebody
has the potential to
transform the future of
Telfer” Newcrest AGM
– November 2019.
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subject to a successful exploration programme and a positive
Feasibility Study, ore from the Havieron Joint Venture will be
toll processed at Newcrest’s Telfer Gold Mine.

March 2019: Havieron – US$65m Farm-In Agreement with Newcrest.

Source: Greatland Gold June 2020 Presentation.
Greatland Gold’s Exploration Budget:
While expenditure on the Havieron project is being incurred by
Newcrest, for the purposes of this report we’re including
Newcrest’s expenditure on the project as relating to Greatland
Gold.
Following the signing of the Havieron earn-in agreement in
March 2019, Newcrest commenced drilling at Havieron in the
June 2019 quarter. By April 2020, Newcrest had earnt 40% of
Havieron by completing stage 2 (US$20 million in expenditure).
According to a recent drilling update from Greatland Gold, ‘nine
rigs are operational as drilling activity continues towards the
objective of delivering a maiden resource in the second half
of calendar year 2020.’
Newcrest are planning 80,000 metres of drilling at Havieron over
the 12 months commencing 1 July 2020. However, given the pace
at which Newcrest appear to be proceeding with Havieron, we
estimate FY 2021 drilling expenditure to be approximately A$50
million.
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Conclusion:
The year to date share price performances of De Grey Mining (+1,188%) and Greatland Gold
(+446%) have been spectacular, demonstrating the potential extra-ordinary returns for
shareholders from successful exploration.
While all of our 6 explorers are undertaking interesting exploration, we have a preference for
Bellevue Gold, Wiluna Mining and Pantoro, due to potentially high-impact drilling programs
over the next 18 months.
All three of these companies are closely following the exploration strategies suggested in the
2015 Boston Consulting Group paper titled ‘Tackling the Crisis in Mineral Exploration’ namely;
pursue mineralised districts, commit to drilling, aim for simple large targets, balance
greenfield & brownfield exploration.
In addition, Wiluna Mining and Pantoro screen particularly cheaply on EV/ resource metrics
at US$14 / Resource Ounce and US$28 / Resource Ounce respectively. Bellevue Gold trades
on a much higher US$196 / Resource Ounce but extraordinary high-grade resource growth
looks set to continue, guided by down hole electromagnetics and early regional drilling success.

REPORT END
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Copyright and risk warnings
This note is a marketing communication and NOT independent research. As such, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research and this note is NOT subject to the prohibition on
dealing ahead of the dissemination of investment research.
Note prepared in good faith and in reliance on publicly available information
Comments made in this note have been arrived at in good faith and are based, at least in part, on current public information that
Arlington considers reliable, but which it does not represent to be accurate or complete, and it should not be relied on as such. The
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Information purposes only
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Distribution
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circulated, or disclosed to another party, without the prior written consent of Arlington Group Asset Management Limited. Securities
referred to in this research report may not be eligible for sale in those jurisdictions where Arlington Group Asset Management Limited
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seek financial advice regarding the appropriateness of investing in any securities, financial instrument or investment strategies discussed
in this report.

Arlington Group Asset Management Limited (or its directors, officers or employees) may, to the extent permitted by law, own or have
a position in the securities or financial instruments (including derivative instruments or any other rights pertaining thereto) of any
company or related company referred to herein, and may add to or dispose of any such position or may make a market or act as principle
in any transaction in such securities or financial instruments. Directors of Arlington Group Asset Management Limited may also be
directors of any of the companies mentioned in this report. Arlington Group Asset Management Limited may from time to time provide
or solicit investment banking or other financial services to, for or from any company referred to herein. Arlington Group Asset
Management Limited (or its directors, officers or employees) may, to the extent permitted by law, act upon or use the information or
opinions presented herein, or research or analysis on which they are based prior to the material being published.

To our readers in the United Kingdom, this report has been issued by Arlington Group Asset Management Limited, a firm authorised
and regulated by the Financial Conduct Authority. This report is not for distribution to private customers.
This report is not intended for use by, or distribution to, US corporations that do not meet the definition of a major US institutional
investor in the United States or for use by any citizen or resident of the United States.
This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated,
or disclosed to another party, without the prior written consent of Arlington Group Asset Management Limited. Securities referred to
in this research report may not be eligible for sale in those jurisdictions where Arlington Group Asset Management Limited is not
authorised or permitted by local law to do so. In particular, Arlington Group Asset Management Limited does not allow the redistribution
of this report to non-professional investors and cannot be held responsible in any way for third parties who affect such redistribution.
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