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Recent drill results validate new model 
Gold exploration company, Nagambie Mining Limited (NAG), has recently 
intersected very encouraging gold mineralisation that strongly supports the 
company’s new model for the occurrence of further Nagambie-style gold 
deposits. We doubt that the market has recognised the significance of the 
relatively shallow but narrow oxide gold intercepts of around 1g/t, which were 
recently obtained by the company in the drilling of several scout traverses of 
Reverse Circulation (RC) holes at its Wandean prospect in Central Victoria.  More 
recent soil geochemical sampling at Wandean has further enhanced its potential. 

While major new gold discoveries anywhere in the world are now quite rare, 
especially in the major mineral provinces, there is still considerable scope for 
more modest, but still significant, gold discoveries to be made in historic gold 
districts that have not been subjected to multiple phases of thorough modern 
exploration by the world’s large resource companies.  That is why Victoria is still 
such a prospective exploration region, especially for gold deposits, given that 
Victoria still remains a global scale gold producing region despite only modest 
production over the last 100 years.  Recent examples of significant gold 
discoveries in Victoria are those to the north of Bendigo under relatively shallow 
younger cover of the Murray Basin sediments such as:   

 Tandarra by Navarre Minerals (ASX – NML, Speculative Buy); and 

 Four Eagles by Catalyst Metals (ASX – CYL, not rated). 

Our analysis shows that even modest Nagambie-style oxide gold deposits 
containing around 200,000 ozs with gold grades of around 1g/t occurring under 
relatively shallow cover and with moderate strip ratios represent a very attractive 
proposition in the Nagambie district today because of its attractive infrastructure. 

We regard the real significance of NAG’s recent exploration drilling and 
geochemical results as not only a validation of its new exploration model, but as a 
precursor to an expanded exploration program aimed at discovery of potentially 
several Nagambie-style gold deposits. This includes the following operations: 

 Further geochemical sampling: Extending the reach of its new targeted 
soil sampling that utilises gold, arsenic and antimony results to define 
anomalies for subsequent drill testing 

 Aircore drilling: This method of drilling has been shown to be effective 
at eliminating unprospective areas by defining (but not testing) zones 
of strong silicification which experience at Nagambie shows are more 
likely to be related to occurrences of gold mineralisation and which can 
subsequently be more effectively evaluated by other drilling methods 

 RC and diamond drilling: Used to efficiently penetrate and evaluate 
relatively shallow zones of silicification highlighted by geochemical 
sampling, geophysical surveys and aircore drilling seeking Nagambie-
style gold mineralisation 

We assess the company’s Nagambie tenements have potential for 0.6 – 1.4M ozs 
more of Nagambie-style oxide gold deposits.  We also regard NAG’s Nagambie 
tenements as having additional potential for other styles of gold mineralisation 
including fine grained gold-in-sulphides or Carlin –style mineralisation and deeper 
epithermal gold and porphyry gold-copper mineralisation.  If the company can 
realise on its potential to discover sufficient ore and readily re-establish gold 
production at Nagambie, its other Central Victorian gold projects nearby at 
Redcastle and Rushworth also become more valuable as they have potential to 
contain slightly higher grade satellite gold deposits that could be readily 
transported for treatment at NAG’s Nagambie operations site.  

We recommend NAG as a Speculative Buy with high risk.
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Background 
The company was formed in October 2004 and was listed on the Australian Securities 

Exchange (ASX) in June 2006 specifically to explore for gold deposits in Central Victoria.    

NAG has 100% ownership of eight exploration tenements in Central Victoria covering a 

total of 585.1km
2
 (Figure 1).    The major group of tenements is in the Nagambie area, 

150km north of Melbourne, where they surround the Nagambie open pit mine and 

remnant heap leach dumps and infrastructure including the company’s operations office.  

NAG’s other projects are at Redcastle and Rushworth. 

The company previously had more extensive tenement holdings across Central Victoria but 

these have been relinquished in order to reduce operating costs and enable a better focus 

on exploration in the Nagambie area.   NAG conducts its operations and administration 

from an office at the Nagambie minesite in a very cost effective manner. 

The Nagambie gold mine was owned and operated by Perseverance Corporation.  It 

produced about 134,800 ozs of gold between September 1989 and June 1996 from the 

processing of about 7.3 million tonnes (Mt) of ore with a head grade of about 0.78g/t that 

contained about 184,400 ozs.  The ore was processed by heap and dump leaching 

techniques and the estimated gold recovery was an impressive 73%.  An exploration target 

of about 25,000 ozs of gold exists for a zone of mineralisation in the West Pit Extension that 

has a strike length of about 200m and an average grade of about 0.8g/t. 

Since the cessation of mining and processing activities at Nagambie in 1996, the previous 

owners and NAG have generated useful income from the sale of residual waste dump 

material that has mostly been used for highway and road construction in the region.  

Figure 1.  Map showing locations of NAG’s projects in Central Victoria 

 
Source: Nagambie Mining 
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Projects 
NAG has three projects, which are all in Central Victoria. We believe Victoria is an attractive 

region for mineral exploration and mining, particularly for gold.  Although Victoria has 

produced about 2% of the world’s total output of gold, it has only been subjected to 

relatively spasmodic phases of modern exploration and as such, we believe it is still highly 

prospective for further moderate- to large-scale gold and related metals deposits.  

Nagambie 
The Nagambie Project is located about 150km north of Melbourne.  The Nagambie deposit 

was discovered in 1986 and mining development of it was rapidly established.  The deposit 

was owned and operated by Perseverance Corporation (Perseverance).  The deposit is 

estimated to have contained about 209,000 ozs of gold in shallow oxide mineralization.  

About 184,400 ozs of contained gold was mined by Perseverance to produce about 

134,800 ozs of gold between September 1989 and June 1996 from the processing of about 

7.3 million tonnes (Mt) of ore with an average head grade of about 0.78g/t and a strip ratio 

of about 2.  The ore was processed by heap and dump leaching techniques.  The estimated 

overall gold recovery was an impressive 73%.   

There is a current exploration target of about 25,000 ozs of gold for a zone of 

mineralisation known as the West Pit Extension that has a strike length of about 200m and 

an average grade of about 0.8g/t.  This exploration target is based on drilling 130m and 

160m to the west of the current West Pit, which obtained intersections of 27m averaging 

1.04g/t gold (that included 6m averaging 2.2g/t) and 8m averaging 1.6g/t respectively.  The 

mineralisation occurs under alluvial (predominantly sand and clay) cover. 

The only western drill hole that has been completed to a depth of over 100m to the south 

of the main orebody intersected 25m of sulphide mineralization averaging 0.62g/t gold 

over a down hole interval from 231 – 256m, which included a best 1.0m intersection of 

2.9g/t that is interpreted to be related to faulting associated with a repetition of the local 

anticlinal folding.  NAG has a large tenement position in the Nagambie district and plans to 

conduct further drilling to test for oxide gold mineralization to a depth of 80m. 

The gold mineralisation at the Nagambie mine is structurally controlled and the geology is 

locally complex.  According to Gao, Kwak, Changkakoti, Hussein and Gray (1995)
1
, the gold 

mineralisation at the Nagambie mine is largely confined to east-west- and north-50° east- 

oriented shears and faults contained in a doubly-plunging anticlinal dome of 

undifferentiated Silurian to Early Devonian siltstones and shales.  Gold ore is regarded as 

having been associated with an east-west trending anticlinal axis and is particularly 

concentrated in two east-northeast-trending structural zones – the Central and 303 shear 

zones.  Primary gold mineralisation occurs in stibnite-bearing quartz stockwork stringers. 

The actual ore which was mined at the Nagambie mine was formed by secondary 

supergene enrichment accompanied by varying degrees of surficial limonite alteration (Gao 

et al 1995).  Ore grade gold mineralization occurs almost exclusively in limonitized fractures 

up to 60m below the surface in and adjacent to major shears.  The spatial distribution, high 

purity (999.26 fine) and form of the gold and its close association with limonite indicates 

the gold was mobilized by surface leaching and concentrated near the water table.  The 

gold mineralisation is reported to have occurred as a series of mineralized shears and faults 

containing higher gold grades (4.5 – 17g/t) in a larger low grade zone (0.2 – 2.5g/t) 

peripheral to these.   

Various parts of the Nagambie area have been subjected to multiple phases of exploration 

by a range of companies including Perseverance, Metana Minerals, Newcrest Mining (ASX – 

NCM, not rated), Metex Resources (Metex - now known as Carbon Energy, ASX – CNX, not 

rated) and Barrick Gold Corporation (TSX – ABX, not rated).  Because of various restrictions 

on these previous explorers (including limited land tenure and funding) we believe much of 

the exploration was haphazard and incomplete and was somewhat ineffective. 

Note 1.      Gao, Z.L., Kwak, T.A.P., Changkakoti, A, Hussein, E., and Gray, J., 1995.   Supergene Ore and Hypogene Non-

Ore Mineralization at the Nagambie Sediment-Hosted Gold Deposit, Victoria, Australia in Economic Geology, 

Vol. 90, 1995 pp1747 – 1763. 
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One of the principal exploration tools used by previous explorers was geochemical 

sampling but it seems there was little consistency in the methodology.  Although most of 

the geochemical sampling appears to have been described as “soil sampling”, there seems 

to have been a range of sampling techniques used including the sampling of stream 

sediments, soils, rock chips and bedrock.  There appears to have been a tendency to rely 

more on shallow bedrock sampling to the exclusion of genuine soil sampling with the result 

that large tracts of barren bedrock have been sampled, leading to the conclusion that the 

Nagambie mine deposit was the only one in the district. 

While the gold deposit mined by Perseverance at Nagambie may be the only such deposit 

in the region, this would be unusual and is considered most unlikely.  That deposit does 

appear to have had the major advantage of having had a significant surface expression, 

which was largely why it was found and subsequently mined so quickly.   

NAG thoroughly reviewed all the open file exploration data on the Nagambie district during 

FY12 and added the valuable information from that to its own growing data base of 

geochemical sampling and drilling results. More recently the company has also accessed 

the available geophysical information for the area, including reasonably detailed airborne 

magnetic surveys.  This enabled the company to revise its model for the occurrence of gold 

mineralization at Nagambie and to predict that certain areas were more likely to contain 

Nagambie-style gold mineralization. 

Figure 2.  Nagambie Project showing main prospects, interpreted thrusts and anomalous gold results. 

 
Source: Nagambie Mining 
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Indications of Nagambie-style gold mineralisation had been encountered in the district by 

previous explorers but they were limited and any follow-up seemed to downgrade them.  

The company’s recent drilling program at its Wandean prospect, located about 9km to the 

northwest of the Nagambie mine (Figure 2), was really the first test of its new geological 

model, and it returned what we regard as some very significant results. 
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Wandean Prospect 

The Wandean prospect has previously been explored by others such as Metex, who 

conducted geochemical sampling but it had never been drilled before.   NAG obtained 

anomalous gold grades up to 2.86g/t with associated anomalous antimony and arsenic 

from rock chip sampling in the south-western corner of the prospect and had also mapped 

an east-west structure thrust structure in a road cutting nearby, which confirmed that the 

prospect had all of the key features of its new Nagambie gold mineralization model.   

The company recently completed a limited first-pass RC drilling program of 20 shallow 

holes at the Wandean prospect.  Four north-south traverses each of five angled (60°) holes 

spaced at about 25m in the north-south direction (Figure 3) were drilled to down hole 

depths of 44 – 54m.  The drilling seems to have clipped part of a mineralized structure 

interpreted to be the Wandean Thrust and has intersected Nagambie-style mineralisation 

grading 0.9 – 1.6g/t gold over 1 – 3m intervals at vertical depths of about 20 – 42m under 

Tertiary cover.  Although the gold mineralisation intersected by the recent drilling was 

deeper than anticipated and it is only over thin intervals, we regard these drill results as 

most significant as they validate the company’s new geological model for the Nagambie-

style mineralisation and point to the potential for a more substantial mineralized structure 

under the shallow Tertiary cover to the east.   

Follow up soil sampling recently has further supported the company’s new geological 

model and strengthened the case for Wandean potentially containing significant gold 

mineralisation.  The most recent soil sampling has identified a zone of highly anomalous 

soil geochemistry to the east of the recent RC drilling.  The strongest geochemical 

anomalism is 665m east of the RC drilling where it occurs over a wide zone, suggesting the 

potential gold mineralisation there may occur over a greater width or in multiple zones 

(Figure 3).  Further soil sampling to extend the east-west trending gold anomaly at 

Wandean will now be done before the next phase of drilling is planned.  As most gold 

orebodies are not homogeneous, and usually contain barren zones even in the midst of 

some of the richest sections, follow-up drilling is warranted to establish the significance of 

these recent RC drilling and highly anomalous soil geochemistry results. 

Figure 3.  Plan of drill holes and recent soil sampling at Wandean Prospect 

 
Source: Nagambie Mining 

Nagambie East Prospect 

The company reported some of its best ever soil sampling results from the Nagambie East 

prospect (Figure 2) in early 2013.  Results included gold values up to 66 parts per billion 

(ppb), which compares with background gold values for the area of 0 – 2ppb, and very 

elevated associated antimony and arsenic values, indicative of the presence of Nagambie-

style gold mineralisation.  These strong geochemical anomalies are coincident with the 

Nagambie Mine Thrust, making the Nagambie East Prospect a high priority drilling target.  
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NAG also recently conducted soil sampling 1.5km to the south of the Nagambie East 

sampling referred to above and along the Dargalong Road, where it also obtained 

anomalous geochemical results that are coincident with the Cemetery Thrust.  The 

company regards this area as another high priority drilling target.   

It is regarded as very significant that two previous explorers had sampled these Nagambie 

East areas and the Dargalong Road in particular but they had failed to detect these strongly 

geochemically anomalous zones.   

Other Nagambie Prospects and Targets 

There are several other prospects and targets in the Nagambie district that occur within the 

company’s extensive tenement holdings (Figure 2).  These include the West Pit Extension 

and the Nagambie Footwall Mineralisation, which both occur in close proximity to the 

Nagambie mine.  As previously mentioned, there is an Exploration Target of 25,000 ozs of 

gold at the West Pit Extension, where the company continues to advance plans to further 

evaluate this as a possible initial mining operation. 

Regional Nagambie prospects and targets include Longwood (where drilling by Newcrest in 

2007 obtained a best intersection of 18m averaging 1.0g/t gold from 59m including 3m 

averaging 3.2g/t gold), Nagambie South (where recent soil sampling by the company has 

defined several anomalous zones), Nagambie North (where previous aircore drilling 

outlined a geochemically anomalous zone 1.5km long and 0.3km wide over the interpreted 

Racecourse Thrust) and Bunganail East.  We understand that NAG intends to continue to 

advance the exploration of these prospects using soil sampling and other techniques ahead 

of drilling where there is strong evidence for Nagambie-style gold mineralization. 

Exploration Drilling Considerations 

While aircore drilling is usually carried out to locate and start to define economically 

significant zones of mineralization, in the Nagambie district the strong silicification and 

limonitization associated with Nagambie-style gold mineralization generally means aircore 

drilling is of limited use for that purpose but it can be highly effective at eliminating 

unmineralized areas and outlining potentially mineralized areas for evaluation drilling by 

other methods such as RC and diamond drilling. 

Estimate of Potential Nagambie-Style Oxide Gold Endowment 

The company has delineated the potential dimensions of the Nagambie Goldfield to be 

up to about 17km in an east-west direction by about 9km in the north-south direction, 

with at least six east-west thrust lines interpreted (and in part firmly established by 

direct field observation).  This gives a total potential thrust strike of about 80km.  Based 

on the size of the Nagambie Mine deposit (occurring over a strike length of about 2km), 

this points to the potential for about 40 Nagambie-style deposits to occur in the whole 

goldfield.  Assuming that only 10 – 20% of this total potential thrust strike is 

economically mineralized, this give a potential for about four to eight Nagambie-style 

gold deposits in the whole Nagambie Goldfield, equivalent to a total shallow oxide gold 

endowment of about 800,000 to 1.6M ozs.   

Valuation Considerations 

We have carried out an assessment of the potential valuation from the development of a 

Nagambie-style gold deposit (approximately 200,000 ozs of contained oxide gold ore with 

an average grade of about 0.8g/t that occurs with a strip ratio of about 2 and has an overall 

recovery rate by heap and/or dump leaching of about 73%) if it were found today.   

We have largely based our assessment on the production record from the development, 

mining and processing of the Nagambie mine for which we have been able to obtain what 

we believe is reasonably reliable and complete information.  Naturally such an exercise is at 

best still a relatively crude estimate and it was based on operating outcomes that were 

often being developed as the operation progressed, so they were often not ideal and 

involved steps or outcomes that were inefficient or even quite undesirable and which 

would generally be avoided in a similar future operation. 
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On the basis of our analysis as described above and using a fixed gold price of $A1,500/oz 

and direct cash operating costs of $A950/oz that are escalated at a rate of 4% real per year, 

and using a 10% discount rate, we estimate the value of a shallow Nagambie-style oxide 

gold deposit at about $20M if found today.   

If multiple Nagambie-style deposits are found in the Nagambie district, their average value 

is potentially more than $20M because of the ability to share the processing facilities at the 

company’s Nagambie operations base. 

Rehabilitation and Mine Site Utilisation 

The company carries out ongoing rehabilitation of the Nagambie mine site which 

includes the processing and sale of significant amounts of waste rock and associated 

overburden material under an agreement with specialist construction materials partner, 

Global Contracting Pty Ltd (Global).  After having previously operated under the terms of 

a Memorandum of Understanding that was entered into in June 2010, the company now 

has a specific agreement with Global that covers the production of marketable-sized 

gravel products to supply local Shire Councils, developers and nurseries.   

This agreement currently covers material from the East Pit (Figure 4) and West Pit 

overburden dumps, which are estimated to contain over 2Mt of uncrushed rock. 

It is likely that the company will enter into further specific agreements with Global for 

other materials (such as high quality sand or surplus topsoil) that may become available 

as a result of future mining operations (such as the potential mining of the West Pit 

Extension, which has sand and rock overburden that has been assessed as very suitable 

for materials sales). 

Figure 4.  Loading and screening of crushed rock by Global at East Pit overburden dump at Nagambie 

 
Source: Nagambie Mining 

Global acquired new crushing, screening and loading equipment for the Nagambie 

operation in FY12 and currently produces three sizes of product from the East Pit 

overburden dump – minus 40mm, approximately 25mm, and plus 40mm/minus 100mm.   

Abigroup concluded its initial offtake of undifferentiated rock fill from the mine during FY12 

for use in the construction of the now almost completed Nagambie bypass. 

We believe there is considerable scope for the company to expand and further develop the 

construction materials side of its business at Nagambie to supply the ever growing needs of 

the expanding Melbourne market, which is facing the need to source such materials from 

new and further out areas as existing sources are exhausted or no longer viable because of 

urban development.  With substantial existing waste dumps and likely new sources from 

potential new mining operations at Nagambie (such as the West Pit Extension and new 

deposits that might be found at Wandean or elsewhere in NAG’s extensive tenement area) 

or from mining operations that may be established nearby at Redcastle or Rushworth. 
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Other Projects 
The company has two other projects – Redcastle and Rushworth.  These projects are close 

to NAG’s Nagambie operations base and we estimate that trucking costs would only be the 

equivalent of about 0.2g/t gold, meaning that oxidized gold-bearing material grading 

around 1g/t at Redcastle or Rushworth should be economically attractive to process at the 

company’s Nagambie operations base, assuming it re-establishes processing facilities there. 

Redcastle 

The Redcastle Project is located about 30 km west of Nagambie in Central Victoria. There 

are six principal prospects or target areas at Redcastle, where the company is targeting 

zones of lower grade or “halo” mineralisation missed or left behind by previous mining 

operations, which were only interested in high grade gold in quartz veins.   

The six main prospects or targets at Redcastle are Reservoir, Mullocky, Laura, RFZ, Why Not 

and Pioneer. 

Rushworth 

The Rushworth Project is about 20 km northwest of Nagambie in Central Victoria.  

Although comprised of two tenement areas, it only has one main prospect – Doctors Gully 

in the historic Whroo Goldfield. At Doctors Gully, NAG is also targeting zones of lower 

grade or “halo” mineralisation missed or left behind by previous mining operations, which 

were only interested in mining high grade gold in quartz veins. 

The company has determined that surface bulk sampling of a well defined zone with a 

strike length of about 200m is the next step in the exploration of the Doctors Gully 

Prospect and should be done before any further drilling is undertaken.  Drilling by a 

previous explorer in the 1980s in the zone to be bulk sampled achieved intersections of 7m 

averaging 4.1g/t gold and 8m averaging 3.2g/t gold, both from depths of 40m downhole. 

The company has designed a detailed (approximately 20m spacings) costeaning program to 

better define the surface mineralization grading better than 2g/t gold that could be bulk 

sampled and toll-treated at one of the nearby gold processing plants in Central Victoria. 

Exploration driven by proven Victoria expertise 
The company has a small but experienced and well balanced team of directors and 

management.  NAG’s management has extensive exploration and operational experience 

in Victorian and other Australian gold projects and mining operations. 

Mike Trumbull is the Non -Executive Chairman of NAG. He is a mining engineer with 

extensive operational and corporate experience. He has been a Director of the company 

since 2005 and Chairman since 2007.  He has over 35 years of broad mining experience 

with companies including MIM, Renison, WMC, CRA, AMAX, Nicron, ACM and BCD 

Resources.  He was an Executive Director of BCD Resources from 1993 to 2004 and was 

involved in the exploration and mine development of the Beaconsfield mine.  He continued 

as a Non-Executive director of BCD Resources until February 2011. 

Colin Glazebrook is an Executive Director and Chief Executive Officer.  A geologist with 48 

years of experience in the resources industry including 36 years in the gold and base metals 

sector.  He has wide experience of exploration throughout Australia and internationally and 

has directed exploration and mining at various Victorian gold mining operations. 

Geoff Turner is a Non – Executive Director. He is a very experienced geologist with over 30 

years of experience in mineral exploration and development in the Lachlan Fold Belt, the 

Tanami, West African Shield and the Yilgarn. Since 2000 he has managed his own specialist 

exploration services company, Exploration Services Pty Ltd, based in Bendigo. He was a 

Non-Executive Director of Base Resources from November 2007 to January 2009. 

Kevin Perrin is a Non-Executive Director.  He is a Certified Practicing Accountant and has 

been a consultant to Prowse Perrin and Twomey, a Ballarat-based accounting and financial 

services company since July 2012 after having previously been a partner of that firm for 37 

years.  He was a Non-Executive director of BCD Resources from 2006 to September 2012. 
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Alfonso Grillo is the Company Secretary.  He is a lawyer and is a partner at TressCox 

Lawyers.  He has had extensive commercial law experience including capital raisings and 

mergers and acquisitions and advises resource companies on matters including joint 

ventures, native title and due diligence assessments. 

Funding for Exploration 
NAG had cash of $1.0 M at December 2012 so the company needs to raise additional 

funding to enable it to carry out adequate exploration of its projects on its own.  The 

company recently announced plans to raise up to $0.5M by way of a share purchase plan 

(SPP). 

Details of the SPP are as follows: 

 It is being offered on a “first in, first served” basis and is capped at $0.5M 

 It is being offered in amounts of $1,000, $2,500, $5,000, $10,000 and $15,000 

worth of shares with no associated brokerage costs at 2.0 cents per share, 

which represents a 17.4% discount to the 5-day volume weighted price 

immediately prior to the announcement of the SPP 

 The planned closing date for applications is Friday 19 April 2013 and shares 

issued under the SPP are planned to be allocated on 26 April 2011, both these 

dates may be changed at the discretion of Nagambie Mining. 

Who Could be Interested in Nagambie Mining 
Given the many favourable aspects of the company’s main project at Nagambie, we believe 

NAG should appeal to a wide variety of investors.  The favourable aspects of the company 

and its Nagambie project include: 

 The potential to host multiple Nagambie-style oxide gold deposits that are 

readily amenable to heap and/or dump leaching from the company’s 

established and previously fully permitted freehold site with existing 

infrastructure (sealed road to site with a major railway line nearby, power, 

water, close proximity to major engineering services and a pool of skilled 

labour) 

 The potential for primary gold deposits that include possible Carlin-style 

mineralisation along with possible large scale porphyry and/or epithermal gold 

and gold-copper mineralisation at depth in the region that are related to 

Devonian granitoids and volcanics and the final phases of the development of 

the Lachlan Fold Belt in a geological setting with strong similarities to the richly 

endowed Carlin Trend and district in Nevada, USA 

 The relatively low risk nature of mining and processing of Nagambie-style gold 

deposits due to the extensive knowledge of them that was gained from the 

recent mining and processing operations 

 The potential for very low capital cost establishment of initial operations and 

the subsequent opportunity for cost effective incremental to significant 

expansion, especially after the first operation is established 

 The potential for substantial and more valuable by-product rock and 

associated overburden materials sales into major regional markets that include 

the metropolitan market of Melbourne. 

The types of investors potentially interested in an investment in the company include: 

 Private investors seeking a potentially lower risk gold production exposure 

through the company demonstrating an ability to be a reliable lower cost 

producer from heap and/or dump leach operations with attractive by-product 

revenue from sale of waste rock and associated overburden materials and 

potentially significant upside from the eventual discovery of a large Carlin-

style, porphyry or epithermal primary gold-rich system  
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Nagambie has multiple 

prospects defined by 
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and structural anomalies 

that warrant thorough drill 

testing 
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 Institutional investors seeking reliable low cost gold production exposure with 

geographic and production (waste rock and associated overburden products) 

diversification that also comes with potential for discovery of large gold or 

gold-copper Carlin-style, porphyry or epithermal deposits 

 Established gold producers seeking geographic and production diversification 

 Established non-gold resource producing companies seeking potentially 

relatively low risk and low cost diversification into gold production in a stable 

and relatively attractive and low risk geographic location 

 

Recommended Action 
We regard NAG as an attractive gold exploration opportunity and that it is very well 

positioned to move rapidly into an exciting phase of drill testing of its principal project at 

Nagambie, which has the following features: 

 Largely untested area containing an extensive interpreted series of thrusts 
that could contain Nagambie-style gold mineralisation at moderate depths 

 Assessed potential for another three to seven Nagambie-style shallow oxide 
gold deposits in the Nagambie district potentially containing 0.6 – 1.4M ozs of 
gold that could be amenable to low cost heap leach gold recovery based on 
modelling of the successful Nagambie mine that operated from 1989 to 1996 

 Predicted valuation of about $20M for a similar Nagambie-style gold deposit 
discovered in the Nagambie region given the attractive existing infrastructure 
and expected low capital and operating cost that should be achievable with a 
relatively rapid resumption of gold production at NAG’s current operating base  

 Potentially far greater deposit value if multiple Nagambie-style deposits are 
discovered from the ability to share the processing facilities 

 Potential for attractive incremental expansion of gold production from either 
additional deposits at Nagambie or from the company’s nearby Redcastle or 
Rushworth Projects where the company has already identified the potential 
for residual “halo” mineralisation and new deposits of lower grade gold 
mineralisation left behind or missed by historic mining operations 

 Potential for larger Carlin-style or porphyry/epithermal style gold or gold-
copper mineralisation at depth in the Nagambie region 

 Attractive potential for explorers or gold and other metals producers to 
diversify their geographic/political/commodity risks on a very cost-effective 
and relatively lower risk basis that includes the potentially significant by-
product of construction materials in close proximity to growth markets 

Accordingly our recommended action for NAG is a Speculative Buy with High Risk 

 

Risks and Share Price Drivers 
We identify the following as the main risks: 

 Commodity prices and foreign exchange rate outcomes that are different to 
our forecasts 

 Lack of exploration success and/or greater than expected geological 
complexities 

 Adverse weather and operational issues  

 Changes to government policy 

 Adverse environmental and other regulatory issues  

 Cost overruns or operational delays 

 Lack of funding to carry out adequate exploration and development 

 Adverse acquisitions of other assets that divert management effort and yield 
inadequate returns 
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the prospective and 
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Nagambie-style deposits 

 

 

Accordingly our 

recommend action for NAG 

is a Speculative Buy with 

High Risk 

 

 



 

11 

Friday, April 5, 2013                                       Nagambie Mining Limited (NAG)                                  www.russellresearch.com.au 

Company Review                                                                                        Nagambie Mining Limited 

 

We identify the following as the main share price drivers: 

 Identification of additional areas and prospects with favourable geochemical 
anomalism that is indicative of Nagambie-style gold mineralization from 
extending the use of the company’s successful soil sampling programs 

 Further exploration drilling at the company’s main prospects such as Wandean 
and Nagambie East as well as elsewhere within NAG’s Nagambie Project which 
discovers the presence of multiple zones of Nagambie-style gold mineralisation 
warranting follow-up evaluation to establish and define Resources and 
Reserves 

 Further positive results from the company’s innovative use of geophysics and 
geochemistry to extend and further define the nature of the prospective thrust 
targets for gold mineralisation in the Nagambie district and more widely 
outside there that come from refinement of its exploration methodologies, 
leading to enhanced drill targets 

 Successful establishment of a low capital and operating cost heap leach 
operation to produce gold in a timely and economic manner that generates 
operating cash flow to fund expansion of a mining operation at Nagambie and 
potentially includes establishment of additional mining operations at the 
company’s Redcastle or Rushworth Projects that utilises the company’s 
Nagambie processing facilities 

 Acquisition of suitable additional projects in Victoria or elsewhere arising from 
the company’s strong local knowledge of the regional geology and 
development of NAG’s innovative geological models that would enable it to 
take “first mover” advantage in previously overlooked or unfashionable parts 
of other major gold districts. 
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compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed herein. 

Analyst’s Disclosure 
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