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BLACK ROCK MINING 
 

RAPIDLY PROGRESSING TANZANIAN GRAPHITE PROJECT  

Investment Highlights 

 Black Rock Mining (BKT) is an ASX listed company focussed on 
developing its Mahenge Graphite Project in Tanzania. The Company 
acquired the tenements over the course of 2014/2015, after changing 
the strategic direction of the business away from geothermal energy 
and hydrocarbons. In March 2016, the Company released the results 
of its Scoping Study, indicating the potential for a 500ktpa processing 
plant, producing around 50ktpa of graphite product for a mine life of 
25 years. The study estimated (+/- 35% accuracy) a pre-production 
capex of US$57.3m and Life-of-Mine (LOM) operating cost (Opex) of 
US$458/t. The study concluded that the project could produce an NPV 
(10% discount rate) of US$285.7m and an IRR of 62%. We believe BKT 
acquired a highly prospective tenement package of quality graphite 
deposits. While the project is at an early stage, it has the potential to 
rapidly progress its development. We initiate coverage of BKT with a 
Speculative Buy recommendation and a valuation of A$0.12/share. 

 Background and current focus: The Company, formerly Green Rock 

Energy Limited, was previously focussed on exploring for geothermal 
energy sources, with interests in the North Perth Basin, Hungary, and 
South Africa. After acquiring an Exclusive Option over a 100% interest in 
the Mahenge North Graphite Project (Mahenge North) in July 2014, and 
conducting initial exploration assessment, the Company shifted its strategy 
to focus on becoming a graphite resources company, and commenced 
divestment of its historic geothermal energy interests. The Company 
undertook a Board renewal during this stage, with Stephen Copulos and 
Steven Tambanis joining the Board as Non-Executive Director and 
Managing Director, respectively. The Company was renamed Black Rock 
Mining after it received ASX approval in March 2015. After initially 
acquiring the exclusive option over Mahenge North, consisting of one 
granted exploration licence covering an area of 292km

2
, in August 2014, 

BKT added to its prospective graphite tenement portfolio by purchasing an 
option to acquire three further tenements in the Mahenge area (a few km 
south east of Mahenge North). This increased BKT’s tenement position to 
675km

2
. The primary focus of operations is on the Mahenge Project area 

(680km
2
), located 330km south west of the port city (and capital) of Dar es 

Salaam, and 245km south west of Morogoro, in Tanzania. 

 Valuation: We recognise that BKT is an early stage developer of its 

Tanzanian graphite project, and therefore an accurate discounted cash 
flow assessment is difficult. However, we have attempted to model the 
expected cash flows utilising certain information provided in the Scoping 
Study, along with our own internal conservative assumptions, to arrive at 
an indicative valuation assessment. In our modelling, we assumed a 70/30 
debt/equity split would be achievable for the capital expenditure funding. 
On this basis, we arrive at a sum of the parts (SOTP) valuation of 
A$0.12/share. The SOTP valuation included an NPV @ 15% on the 
Mahenge North Graphite Project, current cash, and the estimated Ocean 
Hill Permit sale proceeds of c$1.2m. 

 Catalysts: We consider the key short term catalysts as; the completion of 

the PFS, initial developments on the graphite marketing front, and further 
assayed drill results aimed at increasing the scale of the high grade 
Resource at Ulanzi. 
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EXECUTIVE SUMMARY 

BKT is an ASX listed company focussed on developing its Mahenge Graphite Project in Tanzania (Figure 1). 
The Company acquired the tenements over the course of 2014/2015, after changing the strategic direction of 
the business away from geothermal energy and hydrocarbons.  

Rapid exploration led to the delineation of a Maiden JORC Resource in February 2016, of 131.1Mt, grading 
7.9% TGC, including high grade portions of 37.6Mt @10.2%TGC or 16.6Mt grading 11.1%TGC. Further 
drilling is underway with the aim of increasing the high grade portion of the project. Metallurgical testwork 
indicates the graphite deposits have a significant proportion of Large and Jumbo flakes and the potential for a 
high Carbon purity graphite product to be produced from a simple flotation process. 

In March 2016, the Company released the results of its Scoping Study, indicating the potential for a 500ktpa 
processing plant, producing around 50ktpa of graphite product for a mine life of 25 years. The study estimated 
(+/- 35% accuracy) a pre-production capex of US$57.3m and LOM Opex of US$458/t. The study concluded 
that the project could produce an NPV (10% discount rate) of US$285.7m and an IRR of 62%. 

We believe BKT acquired a highly prospective tenement package of quality graphite deposits. While the 
project is at an early stage, it has the potential to rapidly progress its development. We initiate coverage of 
BKT with a Speculative Buy recommendation and a valuation of A$0.12/share. 

Figure 1: Location of projects 

 

Source: Black Rock Mining, Patersons Securities 
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BACKGROUND 

The Company, formerly Green Rock Energy Limited, was previously focussed on exploring for geothermal 
energy sources, with interests in the North Perth Basin, Hungary, and South Africa.  

After acquiring an Exclusive Option over a 100% interest in the Mahenge North Graphite Project (Mahenge 
North) in July 2014, and conducting initial exploration assessment, the Company shifted its strategy to focus 
on becoming a graphite resources company, and commenced divestment of its historic geothermal energy 
interests. The Company undertook a Board renewal during this stage, with Stephen Copulos and Steven 
Tambanis joining the Board as Non-Executive Director and Managing Director, respectively. The Company 
was renamed Black Rock Mining after it received ASX approval in March 2015. 

After initially acquiring the exclusive option over Mahenge North, consisting of one granted exploration licence 
covering an area of 292km

2
, in August 2014, BKT added to its prospective graphite tenement portfolio by 

purchasing an option to acquire three further tenements in the Mahenge area (a few km south east of 
Mahenge North). This increased BKT’s tenement position to 675km

2
. BKT added further to its tenement 

portfolio (October 2014) in the area by purchasing two binding option agreements over 10 new graphite 
exploration licences, immediately to the north and south of its exisiting tenements. This transaction increased 
BKT’s tenement portfolio in the Mahenge area to 1,539km

2
. During the March 2015 Quarter, BKT exercised its 

options to acquire 100% interest in PL7802/2012, PL10111/2014, PL 10426/2014, and PL 10427/2014, which 
area collectively referred to as the Mahenge Project area. 

The Company added to its graphite tenement portfolio in October 2015, by acquiring an option over the 
Bagamoyo Project, comprising seven contiguous mineral exploration permits, covering 1,116km

2
, in the 

Bagamoyo district of Tanzania, some 125km north west of the Tanzanian capital Dar es Salaam. Initial 
exploration assessment at the Bagamoyo Project did not (in the Company’s opinion) warrant further interest 
and BKT elected not to exercise the option in January 2016. 

OPERATIONS 

Mahenge Graphite Project 

The primary focus of operations is on the Mahenge Project area (680km
2
), located 330km south west of the 

port city (and capital) of Dar es Salaam, and 245km south west of Morogoro, in Tanzania. 

Tanzania has a long history of mining and the sector employs an estimated one million people (mainly 
artisanal miners). The mining industry was government owned and controlled until the mining laws were 
relaxed in the 1980’s and 1990’s, allowing for private ownership and foreign participation. Government 
royalties on graphite projects are currently three percent. The mining industry makes a significant economic 
contribution, mainly from copper, gold, silver, precious gemstones and industrial minerals. The country has a 
history of graphite production from the Merelani graphite plant near Arusha in the northern part of the country. 

Access to site is via sealed highway from Dar es Salaam, via Morogoro, followed by a secondary road to 
Ifakara (nearest rail siding from rail to Dar es Salaam) which is 65km away from the project area. It is currently 
envisaged that any product produced will be trucked from site to the rail siding at Ifakara before being loaded 
onto rail to Dar es Salaam. The rail line passing through Ifakara is the Tanzania-Zambia Railway Authority 
(TAZARA) Line, running from Dar es Salaam to Mbeya and then across the border into Zambia. The rail 
gauge on this line is 1,067mm, and is different to the rest of the rail infrastructure in Tanzania (1,000mm), with 
the break-of-gauge occurring at Dar es Salaam. 

The project has access to other key items of infrastructure, power and water, with the former requiring the 
initial use of diesel generators, with the potential for grid power later in any project life, and the latter being 
sourced from borefields, site run-off, pit dewatering, and returned process water. 

The geology of the Mahenge area was mapped by the Geological Survey of Tanzania in 1962. Graphite 
(within the Eastern Granulites) is hosted within a quartz-feldspar-carbonate graphitic schist, part of a 
Neoproterozoic metasediment package, including marble and gneissic units.  

Previous exploration at Mahenge North identified two significant areas of graphite mineralisation at Epanko 
North and Ndololo. Historic RC drilling and rock chip sampling confirmed the presence of large flake moderate 
to high-grade graphite mineralisation with favourable metallurgical properties. In 1945, exploration work at 
Ndololo reported results of 15.5% Carbon and 97.5% recovery of flake graphite. Since BKT acquired the 
Mahenge North Graphite Project in July 2014, initial exploration conducted on the area identified four priority 
targets, Epanko North, Kututi, Cascade, and Ndololo. Follow-up exploration, conducted later in 2014 and 
throughout 2015, led the Company to focus its efforts initially on Epanko North (Figure 2). Later exploration 
and drilling in October 2015 identified the Ulanzi Prospect as the primary target, with further encouraging 
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results identified at Cascade The culmination of exploration conducted has led to the identification of the three 
primary graphite deposits within the tenement package, explored to date, namely, Ulanzi, Epanko North and 
Cascade, all forming part of PL7802/2012 (Figure 3). 

Figure 2: Drilling at Epanko North 

 

 

Source: Black Rock Mining 

Figure 3: Tenement position and resource areas 

 

Source: Black Rock Mining 
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The Ulanzi Prospect remains BKT’s primary focus for the initial development. Since the assays on the first drill 
holes at Ulanzi were reported in October 2015, this prospect has risen in stature. The best results from the 
initial nine holes reported at Ulanzi delivered: 92m @ 8.50% TGC including 12m @ 14.00% from DD14; 52m 
@ 10.40% TGC including 8m @ 13.81% from RC50; and 32m @ 9.25% TGC including 10m @ 16.32% from 
RC48.  

Figures 4-6 indicate cross sections from each of the three primary targets at Ulanzi, Epanko North, and 
Cascade, indicating the potential for a low strip-ratio mining project. 

Figure 4: Ulanzi cross section at 9041850N 

 

Source: Black Rock Mining 

Figure 5: Epanko North combined cross section (sections 9037550 and 9037600N) 

 

Source: Black Rock Mining 
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Figure 6: Cascade cross section at 9041850N 

 

Source: Black Rock Mining 

Exploration work to-date has been used to delineate a Total Indicated and Inferred JORC Resource of 
131.1Mt grading 7.9% TGC, for 10.4Mt of contained graphite. The current Resource is dominated in scale by 
the Ulanzi Prospect, at 80.5Mt, grading 8.5% TGC. The JORC Resource breakdown between the Indicated 
and Inferred categories, as well as by Prospect, is illustrated in Figure 7. 

Figure 7: JORC Resource 

 Resource Mt Grade (TGC %) Contained Graphite 

 Indicated 52.5 7.7  4,042,500  

 Inferred 78.6 8.1  6,366,600  

 Total 131.1 7.9  10,409,100  

     

Prospect Resource Mt Grade (TGC %) Contained Graphite 

Ulanzi Indicated 35 8.3 2.9 

 Inferred 45.5 8.7 4.0 

 Sub-total 80.5 8.5 6.9 

     

Epanko Indicated 17.6 6.4 1.1 

 Inferred 20.8 5.9 1.2 

 Sub-total 38.4 6.1 2.3 

     

Cascade Indicated 0   

 Inferred 12.3 9.5 1.2 

 Sub-total 12.3 9.5 1.2 

     

 Total 131.2 7.9 10.4 
 

Source: Black Rock Mining 
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Metallurgical test work conducted in preparation for the Scoping Study, utilised four main samples generated 
from a recent drilling program. The composite samples were created from selected interval samples from drill 
core from Epanko North fresh rock and oxide, as well as Ulanzi fresh and oxide zones. In addition, a surface 
high-grade oxide bulk sample was taken from the Ulanzi deposit. The test work across all composite samples, 
indicated in the Scoping Study, show the potential for a high proportion of large and jumbo flake product to be 
produced, all with average concentrate purity levels over 94.0% TGC (range of 94.0% - 95.9%). The Ulanzi 
bulk sample test indicated 67.5% of the graphite recovered was in the large, jumbo and super jumbo 
categories, and the average concentrate purity was 95.3% TGC. 

Further metallurgical optimisation work has been conducted on the Ulanzi bulk sample, and results indicate 
the potential for a significantly higher average concentrate purity, with minimal loss of the larger flake 
distribution (Figure 8). Graphite concentrates (Figure 9) from this test work have been prepared for marketing 
and spherical battery test work. 

Figure 8: Results of metallurgical test work on Ulanzi bulk sample 

 

 

Source: Black Rock Mining 

Figure 9: Graphite concentrate produced from Ulanzi bulk sample 

 

 

Source: Black Rock Mining 
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BKT released the results of its Scoping Study on the Mahenge Graphite Project in March 2016. The study was 
completed by BatteryLimits Pty Ltd, and indicated positive economics for the project. The Study considered a 
number of production scenarios (32ktpa, 42ktpa and 52ktpa), and the assumed case for the reported outcome 
was 52ktpa. The plant flotation plant design (Figure 10 shows the process plant flowsheet) was modelled with 
an initial throughput of 500ktpa, a feed grade of 10.5% and a recovery of 93%, to produce c50ktpa of graphite 
product, with a mine life of 25 years. The study estimated (+/- 35% accuracy) a pre-production capex of 
US$57.3m and LOM Opex of US$458/t. The study concluded that the project could produce an NPV (10% 
discount rate) of US$285.7m and an IRR of 62%. 

A breakdown of the expected capital costs indicated: $28.6m would be required for the process plant, $11.5m 
for the site infrastructure, with the balance for offsite infrastructure, equipment and spares, EPCM costs, 
contingency and owners costs. 

The Scoping Study estimated LOM operating costs of US$458/t, comprising $127/t of concentrate for mining, 
$139/t for processing and power, $96/t for G&A and $97/t for product logistics FOB.  

Figure 10: Process plant flowsheet 

 

 

Source: Black Rock Mining 

The Scoping Study utilised 12.5Mt of the highest grade near surface material of the JORC Resource. A later 
drill programme (20 holes) focussed on Ulanzi, is aimed at increasing the quantum of high grade Resource 
and an additional 10 holes at Cascade aimed at further delineating that target. 

Based on the results of the Scoping Study, the Board has decided to proceed to a Pre-Feasibility Study (PFS), 
aimed for completion around August 2016. The expected expenditure for the PFS is approximately $650k.  

In addition to proceeding to PFS, the Company has also appointed Robert Sills an exclusive graphite 
marketing consultant. Robert is a specialist commodity marketing professional with over 20 years of 
experience (formerly Rio Tinto Industrial Minerals). His primary objective is to secure long-term offtake 
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agreements with a focus on potential customers in Asia, Europe and the USA. We view this as a key area of 
focus for the Company over the next 12 months, as it seeks product qualification and satisfactory future 
customers for its products. 

Other Assets 

Ocean Hill Permit 

The Ocean Hill Permit is an asset remaining prior to the change in strategic direction of the Company to be 
graphite focussed. The Ocean Hill application and Oil and Gas rights (STP EPA 0090, formerly Bid Area L12-
7), comprises 297km

2
 and is located in the North Perth Basin, about 225km north of Perth, and 90km 

southeast of Dongara and the Eneabba Centauri-1 Power station site (Figure 11)  

The Company reached an agreement to sell the Permit to Eneabba Gas Limited in October 2014, subject to 
the requisite approvals being obtained. On 9 May 2016, BKT announced that the final condition precedent, 
namely, the awarding of the Ocean Hill Permit by the WA Department of Mines and Petroleum, had been 
satisfied, and the Company is progressing toward the final settlement of the transaction with Eneabba. 

The payment consideration for the transaction is a cash payment of $300k to BKT, and the issue to BKT of 
40m ENB Ordinary Shares and 7.3m UIL Energy Ltd Ordinary Shares. 

Figure 11: Location of the Ocean Hill Block 

 

Source: Black Rock Mining 
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CORPORATE AND CAPITAL STRUCTURE 

BKT currently has 285.1m ordinary shares on issue. Additionally, it has 75.47m quoted options (comprised of 
two tranches exercisable at $0.05 and $0.075, and expiring in March 2017 and November 2018 respectively), 
3.78m unquoted options (various exercise prices and dates), and 4.0m Performance Rights (due end of 2017 
and 2018). 

As at 31 March 2016, the Company had $3.47m in cash, with an expected cash outflow of $840k during the 
June Quarter 2016. In addition, should the Ocean Hill Permit transaction settle as expected, the Company 
should receive $300k and approximately $900k in ENB and UIL shares. 

The most recently disclosed shareholder register indicates that Stephen Copulos (the Company Non-
Executive Chairman) is the only substantial shareholder, with 23.98% of the shares on issue. 

VALUATION 

We recognise that BKT is an early stage developer of its Tanzanian graphite project, and therefore an 
accurate discounted cash flow assessment is difficult. However, we have attempted to model the expected 
cash flows utilising certain information provided in the Scoping Study, along with our own internal conservative 
assumptions, to arrive at an indicative valuation assessment. In our modelling, we assumed a 70/30 
debt/equity split would be achievable for the capital expenditure funding. 

On this basis, we arrive at a sum of the parts (SOTP) valuation of A$0.12/share. The SOTP valuation included 
an NPV @ 15% on the Mahenge North Graphite Project, current cash, and the Ocean Hill Permit sale 
proceeds of c$1.2m. 

We therefore initiate coverage on BKT with a Speculative Buy recommendation and a target price of 
A$0.12/share. 

CATALYSTS 

We consider the key short term catalysts as; the completion of the PFS, initial developments on the graphite 
marketing front, and further assayed drill results aimed at increasing the scale of the high grade Resource at 
Ulanzi. 

BOARD AND MANAGEMENT 

Stephen Copulos – Non-Executive Chairman 

Mr Copulos is the Non-Executive Chairman and is also the Company’s major shareholder and major financial 
supporter. Mr Copulos has over thirty years’ experience in a variety of businesses and investments across a 
wide range of industries, including mining, manufacturing, property development, food and hospitality. He has 
been the Managing Director of the Copulos Group of companies, a private investment group, since 1997 and 
has extensive experience as a company director of both listed and unlisted public companies in Australia, UK 
and the USA. Mr Copulos is the Chairman of Consolidated Zinc Ltd, and also the Chairman of Crusader 
Resources Ltd. 

Steven Tambanis – Managing Director 

Mr Tambanis is a geologist and manager with extensive commercial and operational experience gained 
working with ASX listed mineral companies, including business development roles at WMC Resources and 
Goldminex Resources Limited, where he held the position of Executive Director. 

He is and on the Board of West African Gold Limited, an unlisted mineral exploration company. Over the past 
three years, Mr Tambanis managed all aspects of that company’s exploration activities, operations and 
administration, including the execution of a significant joint venture with ASX listed gold miner, Perseus Mining 
Limited (ASX:PRU). 

Gabriel Chiappini – Non-Executive Director 

Mr Chiappini owns and manages consulting company Laurus Corporate Services which provides Corporate 
Governance, Director and Company Secretarial advice to ASX-listed companies. He is a Chartered 
Accountant and member of the Australian Institute of Company Directors. He is currently a Director of 
Fastbrick Robotics Ltd (ASX:FBR), Sunbird Energy Ltd (ASX:SNY), Scotgold Resources Ltd (ASX:SGZ), and 
Global Geoscience Ltd (ASX:GSC). 
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INVESTMENT RISKS 

The following risks may impact on the value of the Company and should therefore be considered before 
making any investment. They include, but are not limited to the following: 

Market risk: The value of investments may vary dramatically due to market forces that are outside of the 

Company’s fundamentals 

Commodity risk: The prices of commodities can fluctuate widely depending on market forces. The graphite 

market in particular, is opaque with pricing largely based on contracts between buyers and sellers, which are 
based on exact product specifications.  

Financing risk: Companies undertaking significant development and exploration often require ongoing 

funding not provided by internally generated means. This funding may not be available from the market at the 
time the Company requires it, or only available at a significant price.  

Foreign Exchange risk: BKT is Australian listed and reports in A$, but its product sales are likely to be in 

US$ and its planned primary operations are based in Tanzania, and therefore, fluctuations in foreign 
exchange rates could have a significant translation impact on the financial well-being of the Company. 

Operational risk: Projects once in production, may be exposed to material operating risks including the 

potential risk of sub-standard product qualities, mining and processing technical difficulties encountered in 
commissioning and operating plant and equipment, mechanical failure as well as the potential for industrial 
and environmental accidents. 

Exploration risk: Exploration is inherently risky and there is no guarantee that an economic deposit will be 

delineated. 

Country risk: The value of an investment may be significantly impacted by difficulties or changes in the 

political landscape / laws in the region where they operate. 

 
 

 

  



2 June 2016  
 

 

RESEARCH NOTE – PATERSONS SECURITIES LIMITED 12 

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without any responsibility or liability on any 
account whatsoever on the part of this firm or any member or employee thereof. 

 

 
 


