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LEFROY EXPLORATION LTD  
LEX:AU, $0.19. Market cap A$19m 

Further impressive drill results from Lucky Strike 
Gold discovery from initial drilling at Hang Glider Hill 

 
- LEX reported several encouraging gold intercepts at its 100%-owned Lucky Strike 

project, located some 60km SW of Kalgoorlie.   
- The recent round of drilling has started to deliver some geometry to what appears to 

be a second ore shoot within the Lucky Strike trend.  Several encouraging, close-
spaced drill holes are starting to show continuity within what now appears to be a SE 
plunging ore shoot. 

- It is possible that there are now two or perhaps three ore shoots within a 700-800m 
strike of the Lucky Strike structural trend.  The entire trend extends over some 5km 
and has been lightly explored elsewhere. 

 

 
Source: Modified from LEX release, 20 November 2019 
 
- It is still too early for LEX to start putting resources around these discoveries.  Further 

drilling is expected to commence in January 2020. Already we can see the potential 
for perhaps 100koz of contained gold at a grade of perhaps 2-2.5gpt.  A maiden 
resource is due in 1Q20. 

- In this note we discuss the opportunity for LEX to monetise Lucky Strike.  The area 
south of Kalgoorlie now has an acute shortage of soft, easy to mill oxide ore after 30-
40 years of mining.  We see a ready market for any discovery made in the area by 
Lefroy. 

- LEX has also announced results from the first drill holes (since 1993) at the Hang 
Glider Hill project, some 17km to the NW of Lucky Strike.  Further drilling is to take 
place in early 2020 following up two gold-bearing intercepts. 

MiFID II compliance statement:  Bridge Street Capital Partners are Corporate Advisors to LEX and receive fees from LEX for 
services provided.  See disclaimer/disclosure for more detail 
Bridge Street acted as Lead Manager and Book Runner for a placement of 19m shares at 20c in August 2019 
for which BSCP received fees.  See disclaimer. 
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INVESTMENT VIEW 

As we noted in an earlier report, LEX has accumulated a significant land position within rocks of the St 
Ives and Mt Monger gold fields, themselves extensions of the major crustal sutures extending south 
from the world class Kalgoorlie goldfields.  The Lake Lefroy JV is well funded, and managers Gold Fields 
Ltd (GFI, earning 70% with the expenditure of $25m) have excellent local geological knowledge and all 
the exploration tools necessary to find the next ‘big one’.  The St Ives mill is rated at 4.7Mtpa, so GFI 
are strongly motivated to identify reserves given the last stated reserve position of 19Mt (or around 4 
years).   Any discovery here, especially a higher grade deposit, in our opinion would accelerate 
development.  LEX would be an immediate beneficiary.  With good science and a little geological luck 
an orebody will emerge from the recently identified anomalies.   

Simultaneously, LEX is drilling the Lucky Strike structure in an effort to put together a resource and has 
commenced drilling at the Hang Glider Hill prospect.  Early results are interesting. 

The next 6 months will have plenty of news flow.  With a market cap of under $20m and two fully 
funded exploration programmes, LEX appears inexpensive* for a company exploring in “elephant 
country”.  Any encouragement from either programme should see a strong rerating of the LEX share 
price. 

(* LEX as yet has no resources/reserves against which to apply a yardstick valuation estimate.  It is 
therefore difficult to place a valuation on the company.) 

THE OPPORTUNITY AT LUCKY STRIKE 

A recent capital raising ($3.8m at 20c on 15 August) has allowed LEX geologists to push ahead and test 
targets within the tenements to the east of Lake Lefroy.  Exploration at the 100%-owned Lucky Strike 
project has been successful, but frustrating.  Past drilling programmes have delivered several very 
attractive ‘hits’, but it has been difficult to establish continuity of the mineralisation from drill hole to 
drill hole.  Following the last round of drilling, LEX geologists appear to have a better handle on the 
somewhat complex Lucky Strike geology 

Lucky Strike consists of steeply dipping banded iron units, which are very deeply oxidised (around 150m 
vertical).  This is attributed to the presence of a major structure and intense alteration of the deeper 
rocks which has allowed preferential oxidation.  The zone of deep oxidation is clearly delineated by a 
significant gravity low extending over 4 to 5km.  The targets remain quite obvious, but it has been 
challenging to establish continuity of the higher-grade gold intercepts and deliver a gold resource. 

Recently released intercepts include the following.  Collectively these appear to have identified a 
continuous SW plunging zone of mineralisation, which remains open at depth. 

 
Source: LEX release, 20 November 2019 
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Having a better understanding of the geology, its possible that a single drill hole (LEFR152 which 
delivered 22m at 2.5gpt) is the start of a third plunging ore shoot (the “hanging wall lode” in the log 
section above.  This zone, possibly hosted in a parallel BIF, is likely to be tested in the next programme. 

LEX have stated that following the next round of drilling in early 2020, geologists will be in a position 
to wrap a resource around the Lucky Strike discoveries. 

Lucky Strike is extremely well located within a mature mining province.  As shown on the following 
chart there are 5 mills within a 75km radius of Lucky Strike.  Three of these have treated ore on a toll 
basis, and two continue to do so.  The 5 mills include: 

• Silver Lake’s Randall’s mill, with a 1.2mtpa capacity.  SLK’s reserve position has declined now 
to around 3 years, but recent exploration success may see underground reserves emerge from 
the Mount Belches/Santa discovery and Tank South within the Aldiss mining centre.  Both will 
have to carry significant trucking costs to the mill.  LEX’s Lucky Strike deposit is just a few km’s 
from the mill, close to a haul road and importantly it is soft oxide ore.  We understand that the 
Randalls operation has no access to oxide.  It has all been mined 

• Northern Star’s Jubilee mill, also with a 1.2mtpa capacity.  This is a +30 year old mill, deriving 
its feed from the adjacent HBJ deposit, now a fully underground operation and ore trucked 
from NST’s Kundana underground.  HBJ reserves stand at around 3.3mt at a modest grade (for 
an underground) of 3gpt.  We’d be surprised if the Jubilee mill wouldn’t also enjoy a nice dose 
of soft oxide ore. 

• The Lakewood mill, a privately owned 1.2mtpa toll milling facility, just south of Kalgoorlie. 
• The 4.7mtpa St Ives mill owned by Gold Fields.  Somewhat surprisingly the St Ives general 

manager was quoted in the local press (Kalgoorlie Miner 28 November 2019) stating that “next 
year’s exploration focus would be to find another open pit” and that they are “going to try and 
find the next big pit in the next 12 months and secure the life of St Ives in that”.  Gold Fields 
are currently earning 70% equity in the Lefroy project from LEX with the expenditure of $25m 
over 6 years (from mid 2018).  Lucky Strike and adjoining tenements are not included in the 
earn-in. 

• RNC’s Higginsville mill, 1.4mtpa capacity.  RNC acquired the Higginsville plant from Westgold 
in June 2019, to provide milling facilities for its Beta Hunt underground ore and open pit ore 
from the nearby Baloo open pits.  Previously a toll milling operation, RNC is now just processing 
ore from its own mines. 

 

We believe that LEX is well positioned to monetise any reserves identified within its 100%-owned 
projects.  To this end we note that LEX has lodged applications for miscellaneous licences which would 
allow the company to construct haul roads away from the Lucky Strike deposit. 

Should the deposits prove large enough, LEX would become an obvious takeover target for Gold Fields 
(which already owns an 18% stake in LEX), Northern Star or Silver Lake. 
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Source: Lefroy Resources, with additions 

 

HANG GLIDER HILL 

Initial drilling results have been reported from the Hang Glider Hill (HGH) prospect, a topographic 
feature some 17km to the NW of Lucky Strike (see previous map) and possibly located on the 
prospective Mt Monger fault.  Associated with a regional geological survey of the region, LEX provided 
access to a local prospector who identified a large number of gold nuggets in the area.  LEX 
subsequently completed a soil geochemical survey which has identified a >1.5km long +20ppb gold 
anomaly.   

The initial drill programme was aimed at providing geological information for an area which has had 
remarkably little attention from explorers over the years.  Three diamond holes were drilled evaluating 
some 160m of strike.  The rocks encountered were strongly deformed, likely part of the Mt Monger 
shear, in contact with relatively undeformed volcanics and sediments (including black shales, which 
can play host to gold mineralisation).  Within the mapped basalt to the south of the Mt Monger fault 
are intercalated ultramafic units intruded by porphyries.  We are attracted by this rock series, which 
might have provided a ductility contrast leading to fracturing and the incursion of gold-mineralising 
fluids.  

Two zones of gold mineralisation were encountered in the first hole: 

 

Visible gold (“VG”) was encountered in the second intercept. 
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It is still very early days on the HGH project, but we are encouraged that the first drill hole to be drilled 
into the area in the last 25 years has generated strongly anomalous gold mineralisation.  Lefroy holds 
some 4km of the structure associated with HGH under tenement.  An auger drill programme is likely 
to commence in 1Q2020. 

 
Source: Modified from LEX release, 20 November 2019 

 

Capital structure 
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By downloading this report, you acknowledge receipt of our Financial Services Guide, available on our web page 
www.bridgestreetcapital.com.au. 

Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663; Level 14, 234 
George Street, Sydney NSW 2000 
Bridge Street Capital Partners Pty Ltd is providing the financial service to you. 
 

 
General Advice Warning 
Please note that any advice given by Bridge Street Capital Partners Pty Ltd or its authorised representatives (BSCP) is GENERAL 
advice, as the information or advice given does not take into account your particular objectives, financial situation or needs. 
You should, before acting on the advice, consider the appropriateness of the advice, having regard to your objectives, financial 
situation and needs.  If our advice relates to the acquisition, or possible acquisition, of a particular financial product you 
should read any relevant Prospectus, PDS or like instrument.    
 
Disclaimers 
BSCP provides this financial advice as an honest and reasonable opinion held at a point in time about an investment’s risk 
profile and merit and the information is provided by BSCP in good faith.  The views of the adviser(s) do not necessarily 
reflect the views of the AFS Licensee.  BSCP has no obligation to update the opinion unless BSCP is currently contracted to 
provide such an updated opinion. BSCP does not warrant the accuracy of any information it sources from others.  All 
statements as to future matters are not guaranteed to be accurate and any statements as to past performance do not 
represent future performance.  Assessment of risk can be subjective. Portfolios of equity investments need to be well 
diversified and the risk appropriate for the investor. Equity investments, made by less experienced investors, in listed or 
unlisted companies yet to achieve a profit or with an equity value less than $50 million should collectively be a small 
component of a balanced portfolio, with smaller individual investment sizes than otherwise.  Investors are responsible for 
their own investment decisions, unless a contract stipulates otherwise.  BSCP does not stand behind the capital value or 
performance of any investment.  Subject to any terms implied by law and which cannot be excluded, BSCP shall not be 
liable for any errors, omissions, defects or misrepresentations in the information (including by reasons of negligence, 
negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or 
rely on the information. If any law prohibits the exclusion of such liability, BSCP limits its liability to the re-supply of the 
Information, provided that such limitation is permitted by law and is fair and reasonable.  

Disclosures  
Dr Chris Baker, an authorised representative of BSCP, certifies that the advice in this report reflects his honest view of the 
company.  He has 29 years investment experience in wholesale capital markets.  He worked as a mining analyst for brokers 
BZW and UBS for 11 years and has a further 16 years’ experience as a mining analyst and portfolio manager with Colonial 
First State and Caledonia Investments.  He now provides independent financial advice on a part time basis.  He may own 
securities in companies he recommends but will declare this when providing advice. He currently owns shares in LEX.  He is 
remunerated by BSCP but is not paid a specific fee for providing this report. 
 
BSCP acted as Joint Lead Manager of the IPO of LEX in October 2016 and received corporate finance fees for this role.  BSCP 
acted as Joint Lead Manager of a placement of shares for LEX in July 2018 and August 2019 and received corporate finance 
fees for this role. BSCP, its directors and consultants may own shares and options in LEX and may, from time to time, buy and 
sell the securities of LEX. 

Appendix 1 

US Disclaimer: This investment research is distributed in the United States by Bridge Street Capital Partners Pty 
Ltd and in certain instances by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to major U.S. 
institutional investors, as defined in Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as 
amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission. This investment 
research is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have 
received a copy of this research and are not a major U.S. institutional investor, you are instructed not to read, 
rely on or reproduce the contents hereof, and to destroy this research or return it to Bridge Street Capital 

http://www.bridgestreetcapital.com.au/
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Partners Pty Ltd or to Enclave. The analyst(s) preparing this report are employees of Bridge Street Capital Partners 
Pty Ltd who are resident outside the United States and are not associated persons or employees of any U.S. 
registered broker-dealer.  Therefore, the analyst(s) are not subject to Rule 2711 of the Financial Industry 
Regulatory Authority (FINRA) or to Regulation AC adopted by the U.S. Securities and Exchange Commission (SEC) 
which among other things, restrict communications with a subject company, public appearances and personal 
trading in securities by a research analyst. Any major U.S. institutional investor wishing to effect transactions in 
any securities referred to herein or options thereon should do so by contacting a representative of Enclave.  
 
 
Enclave is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection 
Corporation. Its address is 19 West 44th Street, Suite 1700, New York, NY 10036 and its telephone number is 
646-454-8600. Bridge Street Capital Partners Pty Ltd is not affiliated with Enclave or any other U.S. registered 
broker-dealer 
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