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Friday 21st May, 2021 
 

 

Portfolio Stock Developments  

AusQuest - (ASX: AQD, Share Price: $0.021, Market Cap: $16m, coverage initiated @ $0.017 in Sep 

2015 – current gain of 24%) 

 

Key Catalyst 

Drilling programs underway at the Hamilton copper project in Queensland and the Balladonia 

copper-nickel project in Western Australia, both covered by the SAA with South32 (ASX: S32). 

AQD has remained a mainstay of our coverage universe on the back of its bold exploration ambitions and 

its success in recruiting ‘big brother’ joint ventures partners with deep pockets to help fund its exploration 

activities. AQD’s strategy of targeting exclusively Tier-1 exploration prospects has differentiated it from the 

vast majority of its junior peers, together with the fact that it seeks to minimize equity dilution via its JV 

farm-outs. AQD maintains an unique Strategic Alliance Agreement (SAA) with diversified miner South32 

(ASX: S32), whereby AQD has developed a pipeline of high-potential exploration opportunities and 

South32 is funding all exploration activity. The SAA represents an exciting opportunity to work alongside 

one of the world’s most successful diversified miners. Importantly, AQD currently has drilling programs 

planned in both Australia and Peru, with plenty of news-flow expected during the course of 2021. 
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Latest Activity 

Hamilton Project Update 

AQD has commenced drilling at its Hamilton Copper Project in northwest Queensland, under the 

company’s Strategic Alliance Agreement (SAA) with S32. This represents the third round of drilling at 

Hamilton to test discrete targets within the alteration footprint that was outlined by earlier programs. 

Overview 

The Hamilton Project is located in north-west Queensland, ~120km south of the world-class Cannington 

mine, which is owned and operated by S32. Exploration is targeting Iron-Oxide Copper-Gold (IOCG) 

mineralisation, similar to that found at the Ernest Henry mine. 

The overall program will comprise four diamond drill-holes for ~2,000m, with three holes (~1,500m) 

designed to test discrete magnetic/gravity targets that occur within the potassic alteration halo defined by 

earlier drilling and reported back in October 2020.  

The location of drill-sites has been optimised by detailed modelling of recently acquired aeromagnetic 

data, which has provided greater control on target geometries and depths. The holes are planned to be 

drilled to depths of ~500 metres.  

Significantly, the size of the alteration halo is similar to that reported at the Ernest Henry copper-gold 

deposit, located ~250km to the north. 

 

 

 

 

 

 

 

 

 

 

                         Figure 1: Hamilton Copper Prospect magnetic and gravity models showing proposed drill sites. 
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Meanwhile, a fourth drill-hole (~400m) will provide an initial test of a new magnetic/gravity target located 

~15km to the north of the main target area, within a similar interpreted tectono-stratigraphic setting. The 

coincident magnetic/gravity response is thought to reflect another possible Ernest Henry-style target . 

Drilling is expected to take approximately 3-4 weeks to complete, with assays available within four weeks 

of the completion of drilling. 

 

 

 

 

 

 

 

 

 

 

                          Figure 2: Hamilton North Prospect showing magnetic / gravity target and proposed drill site 

Balladonia Project Update 

AQD has commenced drilling at its Balladonia Copper-Nickel Project in the Fraser Range region of 

Western Australia, under the company’s Strategic Alliance Agreement (SAA) with S32. 

Overview 

A total of approximately 60 air-core drill-holes (~2,000m) are planned to provide a geochemical test of five 

discrete magnetic targets that are thought to reflect possible Iron-Oxide Copper-Gold (IOCG) and/or 

Broken Hill Type (BHT) deposits, similar to those found in the Eastern Succession of northwest 

Queensland. 

Results from diamond drilling during 2020 support the possibility of widespread carbonatite activity within 

the broader Balladonia region, which strengthens comparisons between the Balladonia Region (Fraser 

Range) and the Eastern Succession of northwest Queensland (east of Mt Isa), where iron-oxide copper-

gold (IOCG) and Broken Hill Type (BHT) deposits are known to occur. 
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The discovery of anomalous base metals (copper, lead, zinc, silver) at the company’s Telegraph Prospect 

and the possible association of base metals with carbonatite intrusions as found at Telegraph, supports 

the notion that further base metals should be found in this area. 

Drilling is expected to take approximately two weeks to complete, with final assays expected within four to 

six weeks of completion of the program.  

The start of air-core drilling is an exciting development after a relatively long hiatus in exploration activity 

within the area. The program is targeting discrete geophysical targets in an area of extensive cover that 

have never been tested before. 

 

 

 

 

 

 

 

 

 

 

 

                                   Figure 3: Balladonia Project magnetic image showing targets for air-core drilling. 

Parcoy Project Update 

AQD has commenced its maiden drilling program at its Parcoy Copper Project in southern Peru, under the 

company’s Strategic Alliance Agreement (SAA) with S32. 

The Parcoy Project is located approximately 50km northwest of the company’s Cerro de Fierro project and 

approximately 100km southeast of the Mina Justa Deposit (~475Mt @ 0.68% Cu), which is currently being 

developed by the Marcobre Joint Venture. 

 



 

 5

A total of eight RC drill-holes for approximately 3,000m is planned to test two priority target areas that 

were identified by the company’s rock-chip and soil sampling programs during 2019 and 2020. Copper (+/-

gold) anomalies and associated indicator elements within the andesitic volcanics have defined targets for 

the initial ‘Proof-of-Concept’ drilling, which is designed to determine the project’s potential for large-scale, 

structurally-related, replacement-style copper (+/-gold) mineralisation. These targets include some of the 

stronger copper responses that AQD have so far found in southern Peru. 

Drilling operations are expected to be completed by late May, with assays expected approximately four 

weeks after the completion of drilling. 

 

 

 

 

 

 

 

 

 

 

 

                                            Figure 4: Parcoy copper distribution showing priority drill-hole locations. 

Strategic Alliance Agreement with South32 

AQD and South32 (ASX: S32) have extended their Strategic Alliance Agreement (SAA), as well as 

updating and improving the practical operation of the arrangement. The SAA has been in successful 

operation since its inception in February 2017 and was most recently extended by a further two years to 

31st December 2021, subject to further extension.  

The SAA involves an innovative framework under which AQD can utilise its extensive expertise to target 

new deposits and mineral provinces with major ore potential, with the aim of generating and securing 

prospective early-stage exploration opportunities that are then offered exclusively to S32. 
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How the SAA Works 

As extended, the two companies will continue to work together to develop a pipeline of high-potential 

exploration opportunities both in Australia and internationally. The commodities to be targeted in Australia, 

Peru and other agreed jurisdictions include copper, zinc and nickel with possible associated gold, silver 

and lead credits. 

Under the SAA, projects secured by AQD and offered exclusively to and accepted by S32, undergo a 

staged evaluation process that sees the projects classified as either Exploration Opportunities or Drill-

Ready Opportunities. If a project is rejected twice by S32, at either the Exploration or Drill-Ready 

Opportunity stage, it becomes a rejected property and will no longer be the subject of the SAA. 

For Exploration Opportunities, work programs and budgets to advance each project to a drill-ready stage 

are agreed by the parties, with S32 providing the necessary funds to complete the programs. All funding to 

advance projects to a drill-ready stage form part of the total earn-in expenditure of US$4.5M for S32 to 

acquire a 70% interest in each project. 

Once a project is accepted by S32 as a Drill-Ready Opportunity, S32 can elect to earn a 70% interest in 

the project. AQD must prepare a drill program and budget of at least US$500,000 in value and following 

agreement on the program, a joint venture is established and a Joint Venture Agreement entered into on 

the key terms and conditions set out in the SAA. AQD will continue to be the first operator for each joint 

venture. S32 can earn an 80% interest in each project by completing a Pre-feasibility Study (PFS). 

The SAA also includes an arrangement to incentivise AQD’s project generation activities, with S32 

agreeing to pay AQD a US$300,000 Bonus Generation Fee in the event that at least two Exploration 

Opportunities are accepted by S32 in a calendar year. AQD will also receive an administration fee equal to 

15% of monies expended on all projects under the SAA, in order to help cover company overhead 

expenses and assist with the ongoing requirements for project generation studies. 

Summary 

AQD’s share price performance has typically been correlated with underlying levels of drilling 

activity, so the resurgence of drilling work in Queensland, Western Australia and Peru is 

encouraging. All work is fully funded under AQD’s Strategic Alliance Agreement (SAA) with 

South32 (ASX: S32). AQD remains firmly within our coverage Portfolio.  

Disclaimer: Gavin Wendt, who is a director of Mine Life Pty Ltd ACN 140 028 799, compiled this document. It does not constitute investment 

advice. In preparing this report, no account was taken of the investment objectives, financial situation and particular needs of any particular 

person. Before making an investment decision on the basis of this report, investors and prospective investors need to consider, with or 

without the assistance of a securities adviser, whether the information is appropriate in light of the particular investment needs, objectives 

and financial circumstances of the investor or the prospective investor. Although the information contained in this publication has been 

obtained from sources considered and believed to be both reliable and accurate, no responsibility is accepted for any opinion expressed or 

for any error or omission in that information.  


