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Current Share Price A$1.19 

Recommendation SPECULATIVE BUY 

 

CLEARER SKIES 
 
Anglo Platinum’s case against the Department of 
Minerals and Energy (DME) has been a cloud hanging 
over junior platinum explorer NKP since March. The 
case attempted to set aside prospecting rights issued by 
the DME in September 2006 in respect to nine farms, 
including the five Genorah Farms.  
 
Today the sky is clearer – NKP has received 
correspondence from the DME confirming that the DME 
and Anglo Platinum are in discussions to resolve their 
differences amicably, and that ‘as far as the DME is 
concerned the prospecting rights granted to Genorah 
are valid’.   
 
This news will focus attention back on the real business 
– unlocking value at the attractive Genorah land 
package where NKP has just signed an option 
agreement to acquire a 59% interest in the prospecting 
rights to another three farms.  
 
The three farms (Hoepakrantz, Nooitverwacht and 
Eerste Geluk) are contiguous with the company’s two 
existing farms (Garatouw and De Kom) on the Eastern 
Limb of the Bushveld Complex. The agreement secures 
30km strike with multi-million oz PGM resource potential 
down dip of the producing Modikwa and Marula mines. 
 
With the court case hanging over its head NKP has 
struggled to keep pace with its surging junior platinum 
peer group. With ‘clearer skies’ there is potential for a 
re-rating of the stock via: 
 
o A higher EV/resource multiple 
 
o Increasing resource base at Genorah Farms  
 
o Mine development decision at De Wildt 
 
o AIM / JSE listing 
 
o Corporate activity in the dynamic junior platinum 

sector 
 
SPECULATIVE BUY 
 
 
 

Market Statistics 
 
ASX Code NKP 
Ordinary Shares 177.3 m 
Unlisted Options 22.9 m 
Capitalisation A$211.0m 
Cash (30 June 2007) A$15.6m 
Year High A$1.31 
Year Low A$0.75 
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   Troy Irvin (08) 9224 6871
 

Management 
 
Maredi Mphahlele Managing Director 
Dr Jackie van Schalkwyk Chief Operating Officer 
Pete Landau Executive Director 
Tony Weber Executive Director 
 

Important Disclosures 

Argonaut acted as Manager to the placement of 15.3m shares @ $0.90 to raise $13.8m. Argonaut received fees commensurate with this service. 

 

12 month share price and volume (Source: IRESS) 
  

 
 

Indicative valuation matrix (Source: Argonaut) 
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DME VALIDATES GENORAH RIGHTS  

o Anglo Platinum’s court case against the Department of 
Minerals and Energy (DME) has been a cloud hanging 
over junior platinum explorer NKP since March. The case 
attempted to set aside prospecting rights issued by the 
DME in September 2006 in respect to nine farms, 
including the five Genorah Farms.  

o Today the sky is clearer – NKP has received 
correspondence from the DME confirming that the DME 
and Anglo Platinum are in discussions to resolve their 
differences amicably, and that ‘as far as the DME is 
concerned the prospecting rights granted to Genorah are 
valid’.   

 
 
OPTION TO ACQUIRE ANOTHER 3 FARMS 

o NKP has signed an option agreement with Genorah 
Resources to acquire a 59% interest in the prospecting 
rights to three platinum group metal (PGM) farms on the 
Eastern Limb of the Bushveld Complex. Genorah is 
NKP’s black-controlled South African partner. 

o The three farms (Hoepakrantz, Nooitverwacht and Eerste 
Geluk) are contiguous with the company’s two existing 
farms (Garatouw and De Kom).   

o In this note Argonaut will refer to the five farm package 
as the Genorah Farms (Figure 1). 

Figure 1: Genorah Farms  

 
 
All figures and tables are sourced from NKP unless stated otherwise  
 

o Key terms of the option agreement are: 

× 18 month right to exercise  

× Consideration of 250m Ordinary Fully paid NKP 
shares (“Consideration Shares”), or a combination of 
a portion of the Consideration Shares together with a 
cash payment (the maximum cash payment being 
the equivalent of 50m Consideration Shares at a 10 
day VWAP) 

× Consideration of 15m Options (90 cents, 30 June 
2010) 50% up front (7.5m) and 50% upon exercise 
of the Option (7.5m) 

o Following a June 2007 site visit Argonaut noted that 
Eerste Geluk is a particularly ‘sweet’ farm.  The 
Merensky Reef outcrops on the property i.e. potentially 
low cost open-pit mining, and there is a large flat and 
open access area to the north.  

 

SRK POTENTIAL RESOURCES 

o The Merensky and UG2 reefs exhibit a high degree of 
continuity both along strike and down dip. This has 
enabled independent consulting firm SRK to outline 
potential mineral resources based on: 

× Grades and widths of known neighbouring reefs 

× Surface areas provided by NKP 

Table 1: Potential resources (not actual JORC resources) 
 

  Contained metal (moz 3E+Au) 

 NKP 
Equity 

<1,000 
mbs  

 

1,000 
-2,000 
mbs 

Total Equity 
Total 

Garatouw 74% 12.0 8.0 20.0 14.8 
De Kom 74% 3.0 12.1 15.1 11.2 
Hoepakrantz 59% 13.1 5.6 18.7 11.0 
Nooitverwacht 59% 5.8 23.0 28.8 17.0 
Eerste Geluk 59% 20.0 1.3 21.3 12.6 
TOTAL  53.9 50.0 103.9 66.6 

 
Source: SRK Consulting (Garatouw and De Kom in NKP Independent 
Experts Report 23/11/06, Hoepakrantz, Nooitverwacht and Eerste 
Geluk in IGC Short Form Prospects 19/1/07), Argonaut 
 
mbs = metres below surface 
 

o Table 1 shows that NKP currently has potential equity 
ounces of 26.0moz at the Garatouw and De Kom farms, 
with an option over another potential 40.6moz at 
Hoepakrantz, Nooitverwacht and Eerste Geluk. 

o Based on consideration of 250m NKP shares and 90m 
90c options the acquisition cost for the three new farms 
at the current NKP share price is A$7.44/potential oz. 

o NKP aims to prove up the target mineralisation over the 
next 6-12 months with an extensive drilling program. 
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EXPLORATION DRILLING 

o Diamond drilling is underway with more than 7,100m 
completed at Eerste Geluk and Nooitverwacht (Figure 2).  

 
Figure 2: Borehole positions on Eerste Geluk and 
Nooitverwacht 
 

 

 

o Although assay results have not been received yet, early 
indications are: 

× Encouraging widths: 

�  Merensky Reef – average 1.6m 

�  UG2 Reef – average 0.6m 

× Shallow reefs on Eerste Geluk 

�  Merensky Reef – maximum depth < 450m 

�  UG2 Reef - maximum depth < 600m 

o First assay results from the Eerste Geluk and 
Nooitverwacht drilling are expected in the coming six 
weeks.  

o Due to a significant backlog at South African based 
assay laboratories all assay samples will be shipped to 
Australian based laboratories. 

o Reef intersections and drilling progress is presented in 
Table 2. 

 

 
 
 
 
 
 
 

Table 2: Reef intersections and drilling progress 
 

�

 

 
 

EV/JORC RESOURCE OUNCES 

o Valuation multiples for a global selection of companies 
with PGM resources are presented in Appendix A. The 
selection average is A$63/oz.   

o Note that Appendix A includes companies that are 
producing or developing mines, in addition to explorers 
such as NKP. The big three producers – Anglo Platinum, 
Impala Platinum and Lonmin – are excluded. 

o ASX investors are currently awarding NKP a multiple of 
A$19/oz for equity JORC resources of 10.4moz across 
three other Bushveld projects (De Wildt / Rooderand / 
Kliprivier). 

 
Figure 3: Location of Projects 
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INDICATIVE VALUE 

o Depending on the assumed EV/resource, and the 
assumed resource size at the Genorah Farms, a range of 
potential values per share can be derived (Table 3). 

 
Table 3: Valuation matrix  
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Source: Argonaut 
 
Fully diluted assuming issue of further 313m shares to Genorah 
(250m under the Hoepakrantz, Nooitverwacht and Eerste Geluk 
option agreement, and 63m upon the establishment of a 20moz 
JORC resource at De Kom and Garatouw) 
 
 
 
  
 

DE WILDT UPDATE 

o Drilling is planned to re-commence at the 4.4moz De 
Wildt project towards the end of the year.  

o JV negotiations regarding a mine development continue. 

 
 
 
RISKS 
 
o Platinum is a tough business and operating in South 

Africa presents unique challenges.  
 
o Risks facing NKP include: 

× Geological risk – Faulting, potholing and IRUPS 
(intrusions) 

× Tribal tensions – Five different tribal groups live in 
close proximity to the Genorah Farms 

× Labour – Lack of skilled local labour, cost of labour 
in South Africa remains under significant upward 
pressure 

× Difficult terrain – Generally mountainous, especially 
‘middle’ three farms 

o For a more detailed overview of project risk refer to 
Argonaut’s site visit report dated 28th June 2007. 

 

 

 

JSE / AIM LISTINGS PLANNED  

o Nkwe is looking to join fellow junior platinum companies 
Wesizwe, Eland, Anooraq, Eastern Platinum and Jubilee 
Platinum on the Johannesburg Stock Exchange (JSE) by 
the end of the year. These companies have a total 
market value approaching R30b (A$5.0b). 

o Also planned is a listing on London©s Alternative 
Investment Market (AIM) where fellow ASX-listed 
companies Platinum Australia and Sylvania have had 
success.  

 
o The London and Johannesburg markets have a better 

understanding of platinum plays than the Australian 
market. The experience of peers suggests that NKP will 
command a positive re-rating on the JSE / AIM. 

 
 
 
 
 

CLEARER SKIES 

o Platinum has been a hot sector, generating outstanding 
returns for investors in recent times (Appendix B). 

o With the court case hanging over its head NKP has 
struggled to keep pace with its surging junior platinum 
peer group. NKP has achieved capital growth of 27% 
over the past 12 months, compared to an average 
performance of 111%. 

o However with ‘clearer skies’ following DME validation of 
the Genorah prospecting rights there is potential for a re-
rating of the stock via: 

× A higher EV/resource multiple 

× Increasing resource base at the Genorah Farms 

× Mine development decision at De Wildt 

× AIM / JSE listing 

× Corporate activity in the dynamic junior platinum 
sector 

 
 
SPECULATIVE BUY 
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APPENDIX A – GLOBAL PEER COMPARISON  
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Source: Argonaut 
 

APPENDIX B – GLOBAL PLATINUM STOCKS - 12 MONTH PERFORMANCE  
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Disclosures & Disclaimer 
 
Argonaut acted as Manager to the placement of 15.3m shares @ $0.90 to raise $13.8m. Argonaut received fees commensurate with this service. 
 
Argonaut has an interest in and/or controls 1m NKP options. 
 
Argonaut may receive brokerage income from clients who wish to buy and sell securities subject to this report. 
 
No assistance was provided by NKP in producing this report. 
 
This report was produced by Troy Irvin, an employee of Argonaut. Troy has tertiary qualifications in mining engineering and finance. The analyst has an immaterial 
interest in NKP shares.    
 
General disclosure and disclaimer. 
 
This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) for the use of the clients of ASPL and its related bodies 
corporate (the “Argonaut Group”) and must not be copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you must 
not use or disclose the information in this report in any way.  ASPL is a holder of an Australian Financial Services Licence No. 274099 and is a Market Participant of 
the Australian Stock Exchange Limited. 

Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of the Corporations Act. This report does not consider 
any of your objectives, financial situation or needs.  The report may contain general financial product advice and you should therefore consider the appropriateness of 
the advice having regard to your situation. We recommend you obtain financial, legal and taxation advice before making any financial investment decision. 

This research is based on information obtained from sources believed to be reliable and ASPL has made every effort to ensure the information in this report is 
accurate, but we do not make any representation or warranty that it is accurate, reliable, complete or up to date. The Argonaut Group accepts no obligation to correct 
or update the information or the opinions in it. Opinions expressed are subject to change without notice and accurately reflect the analyst(s)’ personal views at the time 
of writing.  No member of the Argonaut Group or its respective employees, agents or consultants accepts any liability whatsoever for any direct, indirect, consequential 
or other loss arising from any use of this research and/or further communication in relation to this research. 

Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage in or refrain from engaging in any transaction. The 
Argonaut Group and/or its associates, including ASPL, officers or employees may have interests in the financial products or a relationship with the issuer of the 
financial products referred to in this report by acting in various roles including as investment banker, underwriter or dealer, holder of principal positions, broker, director 
or adviser. Further, they may buy or sell those securities as principal or agent, and as such may effect transactions which are not consistent with the recommendations 
(if any) in this research.  The Argonaut Group and/or its associates, including ASPL, may receive fees, brokerage or commissions for acting in those capacities and 
the reader should assume that this is the case. 

There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International 
investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic 
conditions, which may adversely affect the value of the investment. 

The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s overall revenues. 

 
 
�  2007. All rights reserved. No part of this document may be reproduced or distributed in any manner without the written permission of Argonaut 
Limited.   Argonaut Limited specifically prohibits the re-distribution of this document, via the internet or otherwise, and accepts no liability whatsoever 
for the actions of third parties in this respect.  


