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Still trading under cash backing
Key Points

Recommendation

 With a cash balance of ~$25m and a market cap of ~$14m

Alliance Resources (AGS) continues to trade at a discount
to cash backing. Expenditure during March Qtr was
~$870k, with ~80% of that going in the ground.
 AGS has tested their Chilean copper project and decided
to relinquish the ground after a “technical success”. Whilst
continuing to look for new assets AGS have pegged
exploration projects in NSW and WA.
 AGS remains well funded at a time when resources
projects are still available. The recent reduction in
overheads by 48% will reduce the spend rate whilst AGS
continue to access new opportunities.
 We maintain a Buy recommendation and a High Risk
Rating. Our price target of $0.047sh is based on a 25%
discount to the cash backing. AGS are leveraged to
exploration success or acquisition news.
Tested Chile now back in Australia

New South Wales Project: AGS has announced that they
have pegged ground in central NSW, prospective for
molybdenum-tungsten-copper-gold, located 30 km south of
Mudgee. The project has been selected for the prospectivity
to host porphyry-style copper-gold mineralisation.
Limited previous exploration undertaken from the 1970’s has
included geological mapping/sampling, geophysics (IP) and
drilling. A large tonnage, low grade Molybdenum-Tungsten,
currently sub-economic, non JORC resource was defined by
previous operators.
The focus for AGS will be on the copper potential of the
prospect. Previous drilling on the edge of the MolybdenumTungsten zone has reported localised copper mineralisation
that will be followed up.
Western Australian Nickel: AGS has been granted new
exploration tenements located in the goldfields of Western
Australia. The tenements are located 26km SW of
Coolgardie and include 14km strike length of ultramafics. The
ultramafics are interpreted to be an extension of the units
that host the Nepean Mine. The Nepean nickel sulphide mine
operated over a 17 year period from 1987and produced
32,303 of nickel at an average grade of 2.99% nickel.
Historical drilling (2007) on AGS tenements reported nickel
mineralisation, with highlights including 6m @ 1.84% nickel
Risks: AGS is an exploration company, therefore share price
performance is closely tied to high risk exploration success.
Capital management and allocation of the available funds is
at AGS’s discretion, a number of options are available.
Previous Research: AGS Nov 2015 (initiation Note)
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Cutting Overheads

Corporate Changes: Recently AGS has undertaken a
restructuring of the board and remuneration levels to reflect
the change in company to an explorer and acquirer assets.
The main changes were the retirement of the longstanding
(22years) Chairman, John Dunlop, a significant reduction in
Board Member fees along and a reduction in operating costs.
The estimated annual cost saving to AGS is 48%.
Chilean Projects: During the March quarter Alliance
undertook a drilling program at their Monardes Project,
targeting copper-uranium mineralisation. A total of 10 holes
were completed, at an average depth of 121m. The results
reported some moderate copper mineralisation and limited
uranium mineralisation, with the highlights being: 4m @
0.18% Cu from 119m including 1m @ 0.33% Cu from 121m
and 2m @ 0.19% Cu from 60m
The aim of testing for ‘red – bed” copper mineralisation was a
technical success but not of economic interest. Subsequently
Alliance has withdrawn from the project and Chile altogether.
In our view Alliance tested a valid geological model with low
cost exploration and based on the results has decided to
minimise expenditure and focus on new projects.

AGS share price performance
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Recommendation Criteria
Investment View
PAC Partners Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield.
Buy

Hold

Sell

>20%

20% – 5%

<5%

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view.
Risk Rating
PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based
on: Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.

Disclosure of Economic Interests
The views expressed in this research report accurately reflect the personal views of about the subject issuer and its securities. No part of the
analyst's compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report.
The following person(s) do not hold an economic interest in the securities covered in this report or other securities issued by the subject issuer
which may influence this report:
 the author of this report
 a member of the immediate family of the author of this report

Disclaimer
PAC Partners Pty Ltd. (“PAC Partners” or “PAC”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an
Australian Financial Services Licence (AFSL No. 335 374). PAC Partners is a business partner of Phillip Capital Limited (“PhillipCapital”)
(AFSL 246 827).
The information contained in this report is provided by PAC Partners to Wholesale Investors only. Retail investor and third party
recipients should not rely, directly or indirectly, on this report. Users of this research report should not act on any content or
recommendation without first seeking professional advice. Whilst the report has been prepared with all reasonable care from sources which we
believe are reliable, no responsibility or liability is accepted by PAC Partners, for any errors or omissions or misstatements however caused. Any
opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without
notice. This report 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 publication contains general securities advice. In preparing our Content it is not possible to take into consideration the
investment objectives, financial situation or particular needs of any individual user. Access of this report does not create a client relationship
between PAC Partners and the user. Before making an investment decision on the basis of this advice, you need to consider, with or without the
assistance of a securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives
and financial situation. PAC and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in
this publication. PAC believes that the advice and information herein is accurate and reliable, but no warranties of accuracy, reliability or
completeness are given (except insofar as liability under any statute cannot be excluded). No responsibility for any errors or omissions or any
negligence is accepted by PAC or any of its directors, employees or agents. Any content 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 user, without the prior written consent of PAC Partners.

Disclosure of Corporate Involvement
PAC Partners has not in the previous 12 months carried out work on behalf of the Company described in this report and has not received fees
on commercial terms for its services from the Company described in this report. This report was prepared solely by PAC Partners as part of the
ASX Equity Research Scheme. The ASX did not prepare any part of the report and has not contributed in any way to its content. The role of
ASX in relation to the preparation of the research reports is limited to funding their preparation, by PAC Partners, in accordance with the ASX
Equity Research Scheme. TheASX does not provide financial product advice. The views expressed in this research report may not necessarily
reflect the views of ASX. To the maximum extent permitted by law, no representation, warranty or undertaking, express or implied, is made and
no responsibility or liability is accepted by ASX as to the adequacy, accuracy, completeness or reasonableness of the research reports.
PAC Partners and/or their associates may own securities of the Company described in this report. PAC Partners does and seeks to do business
with companies covered in the research. PAC may receive commissions from dealing in securities. As a result, investors should be aware that
PAC Partners may have a conflict of interest that could affect the objectivity of this report.
For more information about PAC Partners please visit www.pacpartners.com.au

Page 2

