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BUY | $0.24   Mawson West Limited | MWE 

 
Impressive first up drilling results at Kapulo Analyst | Hayden Bairstow 

 

(613) 8660 7210  
hayden.bairstow@tricom.com.au  

  

  

Fully diluted shares 

on issue | 126.6M 

Market cap | A$30.4M 
 

Key points 

� MWE has released its first significant batch of drilling results from 
the Kapulo copper project in the Democratic Republic of Congo. 

� Better results included 10m @ 3.2% Cu from 85m and 7m @ 
4.1% Cu from 108m. 

� A total of 14 holes have been drilled at Kapulo and we note that 
assay results from the last six holes are still outstanding. 

� MWE is expecting to release an initial JORC compliant resource 

statement for Kapulo in mid 2008. 
 

Performance & Valuation 

Last Price | $0.24 

52 wk hi/low | $0.38 / $0.16 

12 mth price target1 | $0.33 

Valuation | $0.33 

Valuation methodology | DCF @ 8.0% 

 

Comment 

The Kapulo copper project is a joint venture with Anvil Mining Limited 
(AVM). MWE is earning a 65% interest in the project by spending 
US$4.0M over a four year period. The project is located 130km north east 
of AVM’s Dikulushi mine and straddles the border between the 

Democratic Republic of Congo and Zambia. 

MWE acquired its interest in the Kapulo project in April 2006 and since 
that time the company has completed a major surface sampling and 
mapping program and has commenced drilling. A total of 14 holes have 
been completed to date with a further 20-30 expected to be drilled prior 
to the initial JORC resource being defined in 4QFY08. 

 

 

Share price performance 
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Investment View 
MWE is focused on exploring and developing the Kapulo copper project in 
the Democratic Republic of Congo (DRC) in Africa. The company is 
earning a 65% interest in the project from AVM by spending US$4.0M 
over a four year period. 

Previous exploration at Kapulo defined a non-JORC compliant resource of 
750-850kt @ 4.7-5.8% Cu (35-40kt contained Cu) to a depth of 50m. 

Much of the oxide portion of these resources has been extracted and 
MWE’s drilling program is aiming at extending the sulphide resource to a 
depth of at least 150m.  

We are retaining our BUY recommendation on MWE ahead of an initial 
JORC resource being defined at Kapulo. Our $0.33/share valuation is 
based on a production scenario that assumes a reserve of 1.0Mt @ 4.5% 
Cu mined via an open pit over a four year period with production 

commencing in mid 2009. 

MWE versus SP/ASX200 
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Earnings Summary 

Year end June 2007A 2008F 2009F 2010F 

Revenue - A$M 0.0 0.0 12.9 50.5 

EBITDA - A$M (2.3) (1.5) 8.6 38.3 

NPAT - A$M (2.4) (1.5) 6.5 27.4 

Free Cash Flow - A$M (2.2) (9.8) (14.5) 29.0 

EPS - cents (1.9) (1.0) 3.5 14.7 

EPS - % chg na na na 320.6 

PER - x na na 6.9 1.6 

DPS - cents 0.0 0.0 0.0 0.0 

Dividend Yield - % 0.0 0.0 0.0 0.0 

Franking - % 0.0 0.0 0.0 0.0 
Notes:  

1. Price target is equivalent to our DCF derived valuation.  
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Valuation 
NPV @ 8% discount rate1 

NPV by project (A$M) A$/sh 

Kapulo Copper 42.5 0.23 

Golden Mile Sth. 2.1 0.01 

Norseman 1.0 0.01 

Mount Gibson 2.0 0.01 

Investments 0.0 0.00 

Unpaid capital 2.2 0.01 
Forwards 0.0 0.00 

Corporate (5.3) (0.03) 

New Equity 14.3 0.08 

Cash 3.7 0.02 

Debt 0.0 0.00 

NPV @ 8% 62.5 0.33 

NPV by project 

Kapulo
Copper

Golden M ile
South

Norseman

M ount
Gibson

 
Ratio analysis 
Year end June 08F 09F 10F 

Revenue growth | % 1.8 44.6 2.9 

EBITDA growth | % na na 344.4 

EBITDA margin | % na 66.8 76.0 

EBIT margin | % na 56.4 65.3 

Effective Tax rate | % na na 15.1 

ROA | % na 17.5 44.8 

ROE | % na 25.3 50.5 

Net debt/equity | % (42.0) 24.9 (43.6) 

Net interest cover | x na 9.5 52.7 

  
Multiple analysis 
Year end June 08F 09F 10F 

Market cap | A$M 43 43 44 

Net debt (cash) | A$M (8) 6 (24) 

Options | A$M 2 2 1 

Enterprise value | A$M 37 51 21 

EV/EBITDA | x na 5.9 0.5 

EPS | c (1.0) 3.5 14.7 

P/E | x na 6.9 1.6 

FCF / Share | c (5.5) (8.1) 15.9 

Price / FCF | x na na 1.5 

  
Shares outstanding 
Year end June 08F 09F 10F 

Basic | M  178.4 178.4 182.2 

Other | M 8.2 8.2 4.4 

Fully diluted | M  186.6 186.6 186.6 

Notes: 
1. Discounted cash flow 

2. Estimates include a $15M capital 

raising @ $0.25/share. 

 

Year end June 2007A 2008F 2009F 2010F 

Profit & Loss Summary | A$M  

Sales revenue 0.0 0.0 12.9 50.5 

Other revenue 0.1 0.3 0.3 0.6 

Operating Costs (0.5) 0.0 (2.6) (10.7) 

Exploration Expense (0.6) (0.2) (0.3) (0.4) 

Corporate & Admin (1.3) (1.6) (1.6) (1.7) 

EBITDA (2.3) (1.5) 8.6 38.3 

Depreciation (0.0) (0.0) (1.3) (5.4) 

EBIT (2.4) (1.5) 7.3 32.9 

Interest Expense 0.0 0.0 (0.8) (0.6) 

Pre-tax profit (2.4) (1.5) 6.5 32.3 

Tax expense 0.0 0.0 0.0 (4.9) 

Net income (2.4) (1.5) 6.5 27.4 

Abnormals 0.0 0.0 0.0 0.0 

NPAT (2.4) (1.5) 6.5 27.4 

 
Cashflow Summary | A$M  

NPAT (2.4) (1.5) 6.5 27.4 

Interest, Tax, Expl Expensed 0.6 0.2 1.1 5.9 

Interest, Tax, Expl Incurred (1.6) (2.0) (2.2) (6.3) 

Depreciation/Amortisation 0.0 0.0 1.3 5.4 

Other 1.4 0.0 0.0 0.0 

Operating Cash Flow (1.9) (3.3) 6.7 32.4 

Capex(net of asset sales) (0.3) (6.5) (19.9) (3.5) 

(Disposals)/Acquisitions (0.0) 0.0 0.0 0.0 

Other investing cash flows 0.0 0.0 0.0 0.0 

Working Capital Inc/(Dec) (0.0) 0.0 (1.3) 0.0 

Free Cash Flow (2.2) (9.8) (14.5) 29.0 

Dividends 0.0 0.0 0.0 0.0 

New Equity 5.5 14.3 0.0 1.1 

Debt Drawdown/(Repayment) 0.0 0.0 10.9 (9.5) 

Net Cash Increase/(Decrease) 3.3 4.4 (3.6) 20.6 

FX impact on cash 0.0 0.0 0.0 0.0 

Cash at End Period 3.7 8.1 4.5 25.1 

Net Cash/(Debt) 3.7 8.1 (6.4) 23.7 

 
Balance Sheet | A$M  

Cash 3.7 8.1 4.5 25.1 

Receivables 0.0 0.0 0.7 2.6 

Inventories 0.0 0.0 1.1 4.1 

Other current assets 0.0 0.0 0.0 0.0 

Total current assets 3.7 8.1 6.2 31.8 

Plant & equipment 0.3 6.8 25.4 23.5 

Expl, eval & development 2.6 4.4 5.5 5.9 

Other non-current assets 0.0 2.0 2.0 2.0 

Total non-current assets 3.0 13.2 32.9 31.4 

Total assets 6.7 21.4 39.2 63.2 

Payables 0.1 0.1 0.3 1.0 

Short-term debt 0.0 0.0 2.2 0.3 

Other current liabilities 0.0 0.0 0.7 2.6 

Total current liabilities 0.2 0.1 3.1 3.9 

Long-term debt 0.0 0.0 8.7 1.1 

Other non-current liabilities 0.0 2.1 1.5 3.8 

Total non-current liabilities 0.0 2.1 10.3 5.0 

Total liabilities 0.2 2.1 13.4 8.8 

NET ASSETS 6.5 19.2 25.8 54.4 

Contributed equity 22.0 36.2 36.2 37.4 

Retained profits (15.4) (17.0) (10.4) 17.0 

Minority interests 0.0 0.0 0.0 0.0 

EQUITY 6.5 19.2 25.8 54.4  
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Reserves & Resources 
Tricom Mineable Inventory 
Project Mt % kt 

Kapulo 1.0 4.5 45.0 

    

JORC Resources 

Project Mt g/t koz 

Maybell 0.4 2.8 40.3 

Lord Percy 0.3 3.8 39.0 

Total 0.8 3.3 79.3 

 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
 

 

Year end June 2007A 2008F 2009F 2010F 

Divisional Summary |  
 

Copper Production (kt) 

Kapulo Copper 0.0 0.0 1.5 6.1 

Golden Mile South 0.0 0.0 0.0 0.0 

Total Copper Production 0.0 0.0 1.5 6.1 

 

Gold Production (koz) 

Kapulo Copper 0.0 0.0 0.0 0.0 

Golden Mile South 0.0 0.0 0.0 0.0 

Total Gold Production 0.0 0.0 0.0 0.0 

 

Cash Costs (US$/lb) 

Kapulo Copper 0.00 0.00 0.60 0.59 

Golden Mile South 0.00 0.00 0.00 0.00 

Average Cash Costs (US$/lb) 0.00 0.00 0.60 0.59 

 
Commodity price assumptions 

Year end June 2007A 2008F 2009F 2010F Long-term 

Gold (US$/oz) 638 717 705 700 600 
Copper (US$/lb) 3.21 3.44 3.21 2.99 1.75 
US$/A$ exchange rate 0.74 0.80 0.78 0.75 0.80 

Source: Tricom Equities 

 

 



 
 
Maws on W es t  L im i ted │10 Oc tober  2007   

 

Page 4│4   
 

Important Notice 

  

Analyst Certification 

As at the time of writing this report, the author held shares in Mawson West Limited (MWE). 

Provider of this information 

This publication has been prepared on behalf of and issued by Tricom Equities Limited (ACN 067 

161 755) (AFSL 238148). (referred to as Tricom). Tricom makes the statements in this 

Important Notice Section for itself and on behalf of each of its related bodies corporate and their 

respective officers, agents and employees from time to time (collectively, the Tricom Group). 

This publication is provided only on the following basis. If you retain and use this publication, 

each member of the Tricom Group relies on your acceptance on this basis.  

Information in this publication 

References in this publication to data may rely on third parties over which Tricom has no control 

and for which Tricom accepts no responsibility. Whilst all of the information and statements 

contained in this publication have been prepared with all reasonable care, no responsibility or 
liability is accepted by any member of the Tricom Group for any errors or omissions or 

misstatements however caused or arising.  

Any opinions, forecasts or recommendations reflect the judgment and assumptions of Tricom on 

the basis of information as at the date of publication and may later change without notice.  

This publication is not and should not be construed as an offer to sell or the solicitation of an 

offer to purchase or subscribe for any investment. This information contains unsolicited general 

information only, without regard to any investor's individual objectives, financial situation or 

needs. It is not specific advice for any particular investor. Before making any decision about the 

information provided, you must consider the appropriateness of the information in this 
document, having regard to your objectives, financial situation and needs and consult your 

adviser. Tricom is not aware that any recipient intends to rely on this publication and Tricom is 

not aware of the manner in which a recipient intends to use it.  

Investment in financial products involves risk. Past performance of financial products is no 

assurance of future performance. Investors should take specific advice on the basis of current 

information relevant to their particular circumstances, and have regard to the risk that the 

future performance of investments will differ from past performance. 

This publication is not for public circulation or reproduction whether in whole or in part and is 

not to be disclosed to any person other than the intended recipient, without obtaining the prior 

written consent of Tricom.  

Liability for this publication 

Each member of the Tricom Group excludes to the full extent permitted by law all liability of 

whatever kind, whether in negligence, tort, contract or under fiduciary duties strict liability or 

otherwise, for any loss or damage of any kind (including without limitation indirect, incidental or 

consequential loss or damage, whether reasonably foreseeable or not) however arising in 

relation to the publication of this document, including any reliance on it or making any 

transaction in respect of any financial products or strategy mentioned in it.  

Tricom Interest 

Each member of the Tricom Group may, from time to time hold positions in any financial 
products included in this report (or derivatives of them) and may buy or sell such financial 

products or derivatives or engage in other transactions involving such financial products or 

derivatives, as principal or as agent for clients. A member of the Tricom Group from time to 

time may earn brokerage, fees or other benefits from financial products mentioned in this 

publication or derivatives of them. These will be disclosed, as required, in the ordinary course of 

providing financial services 

No member of the Tricom Group has, or will receive, whether directly or indirectly, any 

commission, fee, benefit or advantage, whether pecuniary or otherwise in connection with 

making any recommendation contained in this report. A member of the Tricom Group or a 

consultant to it may, from time to time perform paid services for the companies whose financial 
products are the subject of recommendations in this report. Under no circumstance, however, 

has any member of the Tricom Group been influenced, either directly or indirectly, in making 

any recommendation contained in this report. 

All intellectual property rights in this report are, and at all times remain, the property of Tricom 

Equities Limited, unless otherwise attributed. 

Other important information 

This Important Notice must be read in conjunction with the Legal Notice with can be located at 

http://www.tricom.com.au. Further information is available on request. 

© Tricom Equities Limited 2007 

 


