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RTG MINING INC (RTG)
Show me the porphyry

RTG Mining recently announced one of the highest grade intercepts of
primary Cu-Au magnetite mineralisation at Mabilo to date. The Company is
currently infill and extensional drilling with an aim to upgrading the maiden
resource at Mabilo (11.4Mt @ 1.8% Cu, 2.0g/t Au, 44.2% Fe for 206kt Cu,
716koz Au, 5Mt Fe) over the coming months. The upgraded resource
estimate will primarily convert tonnes from inferred to indicated status and
form the basis of a feasibility study which we expect to be released in early
October. Recent drilling has also intersected further volcanic breccia with
magnetite clasts (29m @ 0.31% Cu, 0.66g/t Au) which strengthens our view
that the skarn mineralisation at Mabilo is potentially associated with a larger
Cu-Au porphyry system at depth.

Potential for underground mining at Mabilo

The recent high grade magnetite intercept (36m @ 3.25%Cu, 3.34g/t Au from
282m) extends the southern body to a depth of ~240m and highlights potential
for underground mining at Mabilo. The Mabilo project (~1Mtpa) currently has
potential for ~10 years of open pit mining. The recent drilling would suggest
potential to extend beyond our current modelled minelife with underground
mining at a reduced rate in the order of ~500ktpa. We continue to model (pre-
scoping) a 2 year 500ktpa oxide ‘starter’ project commencing in early CY16,
followed by a 10 year 1Mtpa sulphide project.

Beyond our modelling we see potential for a high tonnage, lower grade
orebody at depth which would lend to a much larger scale project. We believe
that although the skarn mineralisation offers one of the best Cu-Au
development projects around ultimately it will be the porphyry mineralisation
that has major appeal. We see the exploration upside potential combined
with the low capex ‘starter’ options will ensure RTG can easily move the
Mabilo project on to ‘safe hands’ when the time is right.

Site visit surprises with upside at Mindanao projects

At a recent site visit we were pleasantly surprised with the upside potential at
the Bunawan and Bahayan exploration projects in Mindanao. Both projects
are highly prospective for Cu-Au-Ag porphyry, breccia and associated
epithermal mineralisation. Further geophysics (IP and ground mag surveys)
over the coming months should generate a number of walk up drill targets to
be drilled later in CY15. We reiterate that the Bunawan and Bahayan projects
will be allocated only a modest exploration spend (~$2m) in CY15 as the
Mabilo development remains the highest priority of the Company. The Mabilo
oxide ‘starter’ mining permit is an important milestone for the Company and
the most likely catalyst in the short term. We continue to see late DecQ as a
reasonable timeframe for this permit to be granted with pre-strip mining to
commence soon after.

Not long to wait now, maintain Spec Buy recommendation
Assuming no major delays in the permitting process we can see potential for
pre-strip mining within ~6 months. The current cash position (~$12m) is
sufficient to fund the ‘starter’ project and the initial free cashflow has potential
to fund the majority of the sulphide plant capex requirement (~$150m). We
see potential to see no further dilution although conservatively model a small
equity raise ($20m) in CY16 for the sulphide project development. We
maintain our Speculative Buy recommendation and a price target of $2.09.
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Valuation $2.15
12 Month Price Target $2.09

Brief Business Description:
Copper Gold explorer and developer

Hartleys Brief Investment Conclusion
Near term development opportunity at the Mabilo Cu-Au
project in Eastern Luzon, Philippines
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EV A$71.2m
Prelim. (A$m) CY15e CYlée CY17e
Prod (koz Au) 0.0 28.2 231
Prod (koz Au Eq) 0.0 93.4 126.4
Prod (kt Cu) 0.0 10.4 16.0
Prod (kt Cu Eq) 0.0 17.4 23.0
Prod (kt Fe) 0.0 195 300
Op Cash Flw -2.4 445 61.3
Norm NPAT 220 43.1 SEN!
CF/Share (cps) -5.6 B1% 35.0
EPS (cps) 13 41.9 45.5
PIE -11.0 2.0 1.8
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SUMMARY MODEL

RTG Mining Inc. Share Price
RTG $0.620 Speculative Buy
Key Market Information
Share Price $0.62 Michael Carrick (Chairman) Level 2, 338 Barker Road
Market Capitalisation - ordinary A$83m Justine Magee (Managing Director & CEO) Subiaco WA 6009
Net Debt (cash) -$12m Mark Turner (COO) +61 8 6489 2900
Market Capitalisation - fully diluted A$89IM Phil Lockyer (Non-Exec Director) +61 8 6489 2920
EV A$7Tm Robert Scott (Non-Exec Director)
Issued Capital 134.3m David Cruse (Non-Exec Director) http://mww.rtgmining.com.au
Options 8.8m
Issued Capital (fully diluted inc. all options) 143.0m
Issued Capital (fully diluted inc. all options and new capital) 158.2m

Top Shareholders m shares %
RTG Valuation $2.15 Hains Family 16.68 12.4%
RTG 12 month price target $2.09 B2Gold Corp 13.55 10.1%
P&L Unit Dec 14 Dec 15 Dec 16 Dec 17 Dec 18 31 Dec 19
Net Revenue Asm 0.0 0.0 89.6 119.9 126.0 124.9 Resource Mt a/tAu Moz % Cu Cu kt % Fe Fe Mt AuEa Moz
Total Costs ASm 7.6 -3.6 -23.6 -29.8 -47.7 -47.5 Mabilo Cu-Au project
EBITDA A$m -75 -3.6 65.9 90.1 78.3 77.4 Oxide 0.86 28 0.08 42 36 415 0.4 0.27
- margin - - 74% 75% 62% 62% Fresh 1050 1.9 063 16 168 444 47 1.62
Depreciation/Amort ASm 0.0 -0.5 -3.0 -7.4 -10.3 -10.7 Total 11.36 20 0.72 18 206 44.2 5.0 192

Asm <75 -4.0 63.0 82.6 68.0 66.7

Net Interest ASm 11 11 -1.4 -39 -3.9 -3.9 Production Summary 4 Dec 16 Dec 17 Dec 18 Dec 19
Norm. Pre-Tax Profit A$m -6.5 3.0 61.6 78.8 64.1 62.8 Mill Throughput Mt 0.0 0 0. 0.5 1.0 1.0
Reported Tax Expense Asm 0.0 0.0 -12.6 -22.4 -18.0 -17.6 Strip Ratio X 0.0 0.0 5.0 5.0 7.0 7.0
Normalised NPAT ASM -45 21 43.1 55.1 44.9 44.0 Gold grade glt 0.00 0.00 3.0 2.0 18 18
Abnormal Items Asm -3.9 -4.9 18 -2.8 -2.8 -2.8 Copper grade % 0.0% 0.0% 4.0% 4.0% 1.5% 1.5%
Reported Profit Asm -85 -7.0 44.9 52.3 42.1 412 Iron grade % 0.0% 0.0% 40% 40% 40% 40%
Minority Asm 0.0 0.0 0.0 0.0 0.0 0.0 Combined Au Recovery & Payability % 0.0% 0.0% 90% 2% 72% 72%
Profit Attrib A$m -8.5 -7.0 44.9 52.3 42.1 41.2 Combined Cu Recovery & Payability % 0.0% 0.0% 80% 80% 81% 81%

Combined Fe Recovery & Payability % 0.0% 0.0% 60% 60% 75% 75%
Cash ASm 2.4 1.8 81.0 89.6 136.8 184.2 Gold Equiv (koz) 0.0 0.0 934 1264 144.6 144.3
Other Current Assets ASm 0.5 0.1 75 10.0 105 104 Copper (k) 0.0 0.0 10.4 16.0 122 12.2
Total Current Assets ASM 2.9 19 88.5 99.6 147.3 194.6 Copper Equiv (kt) 0.0 0.0 174 230 235 236
Property, Plant & Equip. Asm 0.2 9.0 49.0 90.3 84.6 78.5 Iron (kt) 0.0 0.0 195 300 500 500
Exploration Asm 0.0 0.0 0.0 0.0 0.0 0.0 Mine Life yr na na 11.25 10.25 9.25 8.25
Investments/other ASm 89.4 89.4 89.4 89.4 89.4 89.4
Tot Non-Curr. Assets ASm 89.6 98.4 138.4 179.7 174.0 167.9 Unit Dec 15 Dec 16 Dec 17 Dec 18
Total Assets ASm 925 100.3 226.9 279.2 3213 362.5 ost per milled tonne $SAt - - 66.! 65.0 .8 9

EBITDA / tonne milled ore SAIt - - 202.9 180.1 78.3 774
Short Term Borrowings Asm - - - - - -
Other ASm 1.2 0.9 0.9 0.9 0.9 0.9 C1: Operating Cash Cost = (a) $Aleq oz - - 429 434 490 488
Total Curr. Liabilities ASm 1.2 0.9 0.9 0.9 0.9 0.9 (a) + Royalty = (b) $A/eq 0z - - 482 489 531 528
Long Term Borrowings Asm - - 62.0 62.0 62.0 62.0 C2: (a) + depreciation & amortisation = (c) $A/eq oz - - 461 493 562 562
Other ASm - - - - - - (a) + actual cash for development = (d) $Aleq 0z - - 931 851 550 548
Total Non-Curr. Liabil. Asm - - 62.0 62.0 62.0 62.0 C3: (c) + Royalty $Aleq oz - - 513 548 602 602
Total Liabilities Asm 12 0.9 62.9 62.9 62.9 62.9 (d) + Royalty $A/eq oz - - 984 906 590 588
Net Assets Asm 91.2 99.4 163.9 216.3 258.3 299.5 Total Cost $A/eq oz - - 253 236 330 329
Net Debt ASm 2.4 -1.8 -19.0 -27.6 -74.8 -122.2 All In Sustaining Cost (AISC) $Aleq oz - - 474 469 522 521
Cashflow Unit Dec14 Dec 15 Dec16 Deci7 _Dec18 31Dec19
Operating Cashflow ASm -5.2 -3.5 58.6 87.6 77.8 775 AUDUSD AS$/USS 0.89 0.77 0.76 0.77 0.79 0.80
Income Tax Paid ASm 0.0 0.0 -12.6 -22.4 -18.0 -17.6 Gold US$/oz 1251 1212 1200 1200 1150 1150
Interest & Other ASm 0.0 11 -1.4 -39 -3.9 -3.9 Copper Uss$/ib 3.01 2.81 297 3.10 3.26 3.24
Operating Activities Asm 5.2 -2.4 44.5 61.3 55.9 56.0

Hedaina Dec 14 Dec 15 Dec 16 Dec 17 Dec 18 Dec 19
Property, Plant & Equip ASm 0.0 93 429 -48.7 46 4.6 Hedges maturing? No No No No No No
Exploration and Devel. Asm 0.0 -4.0 -4.0 -4.0 -4.0 -4.0
Investment Activities A$m -2.8 -13.3 -46.9 -52.7 -8.6 -8.6 Valuation

Base Case 215
Borrowings Asm 0.0 0.0 62.0 0.0 0.0 0.0 Spot Prices 1.99 (-7.5%)
Equity Asm 0.0 15.1 19.6 0.0 0.0 0.0 Spot USD/AUD 0.77, Copper $2.60/Ib, Gold $1,175/0z
Dividends Paid Asm 0.0 0.0 0.0 0.0 0.0 0.0 AUDUSD +/--10% 1.95/2.38 (-9.0% / 10.9%)
Financing Activities ASM 0.0 15.1 81.6 0.0 0.0 0.0 Copper +/-10% 2.31/2.08 (7.5% / -2.9%)

Gold +/--10% 2.23/2.07 (3.8% / -3.8%)
Net Cashflow Asm -8.0 -0.6 79.2 85 47.2 474 Production +/--10% 2.21/2.08 (2.9% / -2.9%)

Operating Costs +/-10%  2.05/ 2.24 (-4.4% | 4.4%)

es Dec 14

Ordinary Shares - Weighted m 112 123 142 149 149 149 Year Expires No. (m
Diluted Shares - Weighted m 112 123 142 149 149 149 31-Dec-15 0.0
31-Dec-16 0.0
Ratio Analysis Unit Dec 14 Dec 15 Dec 16 Dec 17 Dec 18 31 Dec 19 31-Dec-17 8.8
Cashflow Per Share A$ cps -4.6 -2.0 314 41.0 37.4 37.5 TOTAL 8.8
Cashflow Multiple X -13.4 -31.7 2.0 15 17 17
Earnings Per Share AS$ cps -7.6 -5.6 317 35.0 28.1 27.6 Share Price Valuation (NAV) Risked Est. ASm A$/share
Price to Earnings Ratio X -8.2 -11.0 2.0 18 22 23 58% Mabilo (pre-tax NAV at disc. rate of 14%) 345 218
Dividends Per Share AUD 0.0 0.0 0.0 0.0 0.0 0.0 Other Exploration 50 0.32
Dividend Yield % 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% Forwards 0 0.00
Net Debt / Net Debt + Equity % -3% -2% -13% -15% -41% -69% Corporate Overheads -26 -0.16
Interest Cover X 7.0 3.7 44.9 213 175 17.2 Net Cash (Debt) 12 0.08
Return on Equity % na na 26% 25% 17% 15% Investments 3 0.02
Tax (NPV future liability) -53 -0.33
Options & Other Equity 8 0.05
Analyst: Scott Williamson +61 8 9268 3045 Hedging 0 0.00
Sources: IRESS, Company Information, Hartleys Research Total 340 2.15

Last Updated: 26/06/2015
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The oxide ‘starter’
project allows the
capex requirement for
the 1Mtpa sulphide
plant to be potentially
funded by free
cashflow

Hartleys sum of parts
valuation for RTG is
A$2.15/share

VALUATION

A scoping study is yet to be released by the Company although we model a 2 year
~500ktpa oxide 'starter’ project which mines the shallow, high grade, oxide material
including the DSO supergene copper (101kt @ 24.0% Cu) and the gold “cap” (340kt
@ 3.2g/t Au). The oxide ‘starter’ project generates significant free cashflow in the
early years and has potential to help fund the capex requirement for a 1Mtpa sulphide
plant. We use the maiden resource estimate as a guide and model a LOM head grade
of 1.8g/t Au, 1.5% Cu, 40% Fe for the sulphide project. Our sum of parts valuation for
Mabilo assumes the 1Mtpa sulphide project produces in the order of 12ktpa Cu,
42kozpa Au @ C1 cash costs of ~A$1.30/lb CuEq (A$459/0z AuEq) and AISC of
~A$1.50/Ib CuEq (A$500/0z AuEQ) for a minelife of 10 years.

We model a nominal $A50m ($0.32/share) value for exploration upside potential. We
believe RTG is well positioned for brownfield exploration success at Mabilo and
$A50m is conservative when considering the potential for a Cu-Au porphyry system
at depth and the significant potential at the Bunawan and Bahayan projects. We see
value in the potential development of the Nalesbitan and Mindanao projects.

Fig. 1: Hartleys Sum of Parts Valuation for RTG
58% Mabilo (pre-tax NAV @ 14%) 344.7 2.18
Other Exploration 50.0 0.32
Forwards 0.0 0.00
Corporate Overheads -25.8 -0.16
Net Cash (Debt) 12.0 0.08
Investments 3.3 0.02
Tax (NPV future liability) -52.7 -0.33
Options & Other Equity 8.3 0.05
Hedging 0.0 0.00
Total 339.7 2.15

Source: Hartleys Estimates
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Hartleys 12 month
RTG price target is
$2.09 per share

PRICE TARGET

Our price target for RTG is based on a 1Mtpa sulphide project at Mabilo producing for
10 years. We model an initial 2 years of production from a ~500ktpa oxide ‘starter’

project which mines the shallow, high grade, oxide material.

We have included

weighting for the base case at consensus and spot pricing and a weighting for the

current net cash backing.

Fig. 2: Price Target Methodology

Price Target Methodology Weighting Spot 12 mth out
NPV base case 60% $2.15 $2.37
NPV at spot commodity and fx prices 30% $1.99 $2.18
Net cash backing 10% $0.09 $0.09
RTG Shareprice - Last $0.62

Risk weighted composite $1.89

12 Months Price Target $2.09

12 mth total return (% to 12mth target ) 236%

Source: Hartleys Estimates

Fig. 3:

Assumption

RISKS

Key assumptions and risks for valuation
Risk of not realising

Risk to valuation if

Comment

Mabilo mining licence

1Mtpa Mabilo Project

Model parameters

Exploration upside potential

assumption assumption is
incorrect
Moderate Extreme
Moderate High
Moderate Meaningful
Moderate Meaningful

We assume RTG will be granted a mining licence
at Mabilo over the coming months. Any delays
associated with the granting of a mining licence

will affect our valuation considerably

RTG is leveraged to the success of the Mabilo
Cu-Au project. We model a 1Mtpa sulphide
project for 10 years after an initial 2 year
~500ktpa oxide ‘starter’ project. If the project is
smaller or less economic our valuation will be at
risk

We have made a number of large assumptions in
our valuation of RTG, changes in these
assumptions can change our valuation to both
the upside and downside

We assume exploration upside at Mabilo,
Nalesbitan and Bunawan. Some downside risk
to our valuation exists if RTG has no further
exploration success

Conclusion

At this early stage we have made significant assumptions but believe these are achievable.

Source: Hartleys Research
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EV/EBITDA BANDS

Fig. 4: Using Hartleys base case commodity forecasts
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Fig. 5: Using spot commodity prices
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The author of this publication, Hartleys Limited ABN 33 104 195 057 (“Hartleys”), its Directors and their Associates from time to time may hold
shares in the security/securities mentioned in this Research document and therefore may benefit from any increase in the price of those securities.
Hartleys and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of a transaction arising from any advice
mentioned in publications to clients. The analyst travelled to site at the expense of RTG, with all associated costs being covered by RTG.

Hartleys has assisted in the completion of part of a capital raising in the past 12 months for RTG Mining Inc ("RTG") for which it has earned fees.

Any financial product advice contained in this document is unsolicited general information only. Do not act on this advice without first consulting
your investment adviser to determine whether the advice is appropriate for your investment objectives, financial situation and particular needs.
Hartleys believes that any information or advice (including any financial product advice) contained in this document is accurate when issued.
Hartleys however, does not warrant its accuracy or reliability. Hartleys, its officers, agents and employees exclude all liability whatsoever, in
negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law.

Page 6 of 6



