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Recommendation: Long Term Buy ($0.44)  

Lithium anointed by the Oracle of Omaha as a 
growth commodity 

 

The world s richest man and respected investor, Warren Buffet, gave a 
vote of confidence recently to the lithium car market. It was announced 
on the 29th of September that Buffet s MidAmerican Energy Holdings had 
bought a 10% stake in Chinese lithium battery manufacturer BYD for 
US$230 million.  

 

Galaxy resources is set to capitalise on a forecast increase in demand 
for lithium batteries through the development of its Mt Cattlin 
Lithium/Tantalum Project. Preliminary results from the current BFS study 
indicate a 14% improvement in lithium recoveries (80% up from 70%) 
compared with initial assumptions. Coupled with a sharp increase in 
tantalum price to US$100/lb and the falling Australian dollar, the forecast 
NPV of the project has increased by 180% to $293 million. 

 

Key Investment Points:    

Galaxy intends developing the Mt Cattlin lithium/tantalum mine near 
Ravensthorpe, in the south of Western Australia. 

 

Initial indications from the bankable feasibility study (BFS), due to be 
completed in March 2009, are that recoveries of the spodumene 
(lithium ore mineral) concentrate will be 80% compared with an initial 
assumption of 70%.  

 

A toll treatment option may allow recoveries of 85% to 90% at lower 
assuming lower concentrate grade, representing additional upside.  

 

Chinese export restrictions on rare earth elements and precious 
metal exports have pushed the price of tantalum up to US$100/lb, 
with prices expected to rise further. 

 

Mt Cattlin is set to annually produce over 7,000 t of lithium oxide 
(Li2O) from 117,000 t of spodumene concentrate & 193,000 lbs 
tantalum oxide (Ta2O5).    

 

Recent expansion drilling has intersected spodumene rich pegmatite 
veins below the existing resource envelope and along strike. 
Resulting in an extension to the BFS time frame to accommodate a 
resource expansion, expected ~January 2009.   

 

Estimates of the capital expenditure for the project remain at a 
modest A$50 million, including working capital.  

 

Assuming 80% debt funding, a spodumene (lithium ore mineral) 
concentrate price of US$400/t, and a 10% nominal discount rate, 
modelling of the Mt Cattlin deposit returns a base case net present 
value (NPV) of approx. $293 million for the concentrate project.   

 

Assuming the capital base expanded by 22% to 67.6 million 
shares, the Mt Cattlin concentrate project returns a NPV of $4.34 
per GXY share.  

 

Assumptions for lithium price in the valuation are a flat rate of 
US$400/t for spodumene concentrate. No forecast prices rises have 
been included.  

 

Mt Cattlin s production is projected to be 4.3% of world production in 
lithium carbonate equivalent terms, less than half of annual demand 
growth.   

 

http://www.stateone.com.au
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1.0   Introduction 

Galaxy Resources Limited was formed in the late 1990s to explore a package of mineral tenements believed 
to be prospective for tantalum, spodumene, copper, nickel, iron ore and pyrite, centred on Ravensthorpe 
near the southern coast of Western Australia. At that time, tantalum in the Mt Cattlin pegmatite was the major 
focus of the Company. Early this decade, Galaxy farmed out some of its base metal projects to Pioneer 
Nickel and in 2006 it purchased the central portion of the Mt Cattlin project from the receivers of Sons of 
Gwalia.  

In December 2006, Galaxy raised $3.0 million 
through an over-subscribed IPO sponsored by 
State One, issuing 15 million shares at $0.20 
per share. It listed on the ASX on 6th February 
2007. 

Since listing, Galaxy has focussed its efforts 
almost exclusively on the targets in the 
Ravensthorpe area, specifically on advancing 
the Mt Cattlin lithium / tantalum project.  

Mt Cattlin Resource:  

In December 2007, the Company issued a 
resource statement on Mt Cattlin, based on a 
total of 712 holes drilled in a number of drilling 
campaigns:  

 

A global total measured, indicated and 
inferred mineral resource of: 24.8 million 
tonnes at 8.2% spodumene or 0.56% Li2O 
and 120 ppm Ta205, for a contained 
resource of 2.03 million tonnes of 
spodumene and 6.62 million lbs of Ta205. 

 

Using a 0.4% Li2O (i.e. 5.9% Spodumene) 
cut-off, the resource is calculated at: 12.3 
million tonnes at 14.7% spodumene or 
1.0% Li2O and 135 ppm Ta205, for a 
contained resource of 1.8 million tonnes of 
spodumene and 3.8 million lbs of Ta205.  

The calculated lesser resource was 
approximately five times the 2.4 mt tantalite-dominated resource which had been calculated prior to GXY s 
listing.   

On going resource expansion:  

As anticipated, recent RC drilling has expanded 
the resource potential via thick pegmatite 
intersections outside the resource envelope 
along strike and at depth. These intersections 
are a significant addition to the geological model 
as it now appears the surface mineralisation is 
part of a stacked pegmatite array rather and a 
discrete mineral occurrence. As the balance of 
assay results are received, they will be included 
in a resource expansion that is expected to be 
announced in January 2009. Associated 
revisions to mining and milling rates are 
expected to be completed by March 2009.      

       Recently announced assay values outside resource envelope.  
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Hole ID From Interval Li2O% Spodumene 
% 

GX836 19 11 1.08% 15.9% 
GX849 70 14 1.70% 25.0% 
GX850 53 10 1.77% 26% 

        *measured resource grade is 1.00% Li2O   

Pre-Feasibility and Bankable Feasibility Study Progress 

After a Pre-Feasibility Study on the Mt Cattlin project was completed with encouraging results in late 
December 2007, in January 2008 the Galaxy board decided to commence a Bankable Feasibility Study 
(BFS).  

Key project appointments for the BFS have been made, including;    

Resource Modelling  - Hellman and Schofield    

Pit Modelling   - Orelogy    

Concentrator Pant Design -  Como Engineers   

Metallurgical Test Work  -  Nagrom & Co   

Lithium Carbonate Plant  - Outotec  

It is expected that completion of the BFS by March 2009 will permit funding to be secured in time for the 
commencement of mine development by mid 2009, and of production by late 2009, while full production will 
be achieved by mid 2010. 

The delay in scheduled BFS completion from September 2008 to March 2009 is due to additional 
considerations from an anticipated increase in resource. Such as, increased mining and milling rates, cut off 
grades and mine scheduling.   

2.0   Mt Cattlin Project Summary 

2.1   Ore body and Mining  

The leases containing the Mt Cattlin ore body are immediately to the northwest of Ravensthorpe, some 450 
km southeast of Perth. Galaxy holds an option to purchase all of the land on which the ore-body sits, apart 
from a small portion which is Vacant Crown Land (was previously freehold which means there are no native 
title issues). Galaxy expects to exercise the purchase option concurrently with a decision to mine, expected 
March-April 2009. The majority of the proposed mining area falls within a granted Mining Lease in respect of 
the key parts of the project. The Ravensthorpe North area however falls under a Mining Lease Application, 
which is expected to be granted in November 2008. Although a Mining Lease has been granted, the project 
still needs a satisfactory Notice of Intent to Mine, assuming a satisfactory BFS. 

The ore-body is a flat-lying pegmatite sheet averaging 10 to 12 metres in thickness, with a maximum depth 
of 80 metres. The life-of-mine waste to ore ratio is estimated at 3:1. The ore minerals are spodumene 
(containing lithium), tantalite and some tin. Waste minerals are quartz, feldspar, blue metal and mica, from 
which we have assumed no revenues.  

The Current Global Ore Resource is calculated as:  

Category Tonnes Ta205 Li2O  Spodumene 

   

ppm % % 
Measured

 

2,028,715 182 0.62 9.19 
Indicated 10,141,524

 

114 0.7 10.23 
Inferred 12,602,066

 

113 0.43 6.32 
Total 24,772,306

 

119 0.55 8.15  

The current global resource is therefore 2.03 million tonnes spodumene and 6.62 million lbs Ta205.      
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The Cut Ore Resource is calculated as : 

Within the global resource, a higher grade resource of 1.81 million tonnes spodumene and 3.80 
million lbs Ta205 has been delineated using a 0.4% Li2O cut-off: 

Category Tonnes Ta205 Li 2O  Spodumene 

   
ppm % % 

Measured 1,090,066 177 1.07 15.67 
Indicated 6,417,133 125 1.02 15.00 
Inferred 4,797,911 140 0.96 14.12 
Total 12,305,110 135 1.00 14.72 

An updated resource announcement is expected to be announced in January 2009. 

Current estimates assume 1.0Mtpa of ore will be delivered to the ROM stockpile, this will possibly be 
increased depending on final resource/reserve figures.    


