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Aeon Metals is moving to complete a preliminary feasibility study into
development of its wholly-owned Walford Creek Cu-Co project, NW
Queensland. Previous scoping studies evaluated conventional flotation
producing separate Cu, Pb, and Zn concentrates, and a Co-Ni product.
Testwork of flotation to produce a bulk sulphide concentrate followed by
pressure oxidation leach to produce saleable end products shows more efficient
and likely more profitable metal recovery. It is the focus of the current study, and
may prove a game changer for Walford Creek, with pilot plant results to be
incorporated into a preliminary feasibility study delivered Q1 2022.
Drilling has yet to fully evaluate the Vardy/Marley/Amy line of deposits, and
geophysical surveys have indicated deeper mineralisation, with potential for a
significant resource upgrade on exploration success.
The confirmation of a commercially attractive process route remains a risk at
this stage. The final investment decision (FID) has yet to be taken, after which
the project will be subject to regulatory and financing risk, ahead of construction,
commissioning and production risk, together with commodity price risk.
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Optimising the process route
▪ Laboratory-scale testwork has indicated that, after crushing and grinding,
flotation to produce a bulk sulphide concentrate, followed by medium
temperature pressure oxidation to produce a suite of mineral products should
provide an attractive process route for Walford Creek. Pilot plant studies
underway should better inform capital and operating cost estimates, and enable
modelling of recoveries to payable product.
Big enough
▪ The three currently defined deposits at Walford Creek were previously assessed
as adequate to support production of 50,000tpy of Copper Equivalent (15,00020,000tpy of copper, plus cobalt, zinc, silver and nickel product credits) over a
14-year mine life.
May be bigger
▪ Success from drilling in the inadequately tested zone between Marley and Amy
and drilling to extend the mineralisation along strike, coupled with deeper drilling
to test gravity targets beneath Vardy and Marley has the potential to support a
longer mine life or increased product output rate.
Management
▪ Managing Director Dr Fred Hess, a professional metallurgist is the former MD
and CEO of PanAust (ASX:PNA), subsequently acquired by GRAM. Prior to
being appointed MD at PNA he managed the successful development of the Phu
Kam Cu-Au project, PRD Laos. He is Chairman of Ironbark Zinc (ASX:IBG).
▪ Recently appointed in the new role of Project Manager, Jeff Botting was formerly
BHP Coal Client Manager for Worley Limited (ASX:WOR), and has extensive
project engineering skills and experience.
Risks
▪ As with all resource projects, the share price is subject to sentiment to the
broader market, and specifically to the commodities in the project resource. In
production, profitability would be subject to prices for the product suite and
exchange rate relationships.
▪ The process route and associated capital and operating costs have yet to be
confirmed, as have the specifications of the various payable products. The final
investment decision (FID) is yet to be made. The 2021 Annual Report
notedA$996m projected in 2021 Annual Report, with a changed process route
and substantial cost inflation. AML is a relatively small company with a Market
Capitalisation of A$38.4m at A4.3cps. Financing the development may involve
a combination of debt, mezzanine debt, equity and vendor and offtaker finance.

Important disclosures regarding companies that are the subject of this report and an explanation of recommendations can be found at the end of this document. Morgans Financial Limited (ABN 49 010 669
726) AFSL 235410 - a participant of ASX Group.

Aeon Metals – ASX:AML
Aeon Metals Limited is an Australian based and ASX-listed mineral company
holding a 100% interest in the Walford Creek polymetallic project and the
surrounding exploration tenements approximately 340km to the north north-west
of Mount Isa, NW Queensland, and 50km north-west of the Doomadgee
community, on the traditional homelands of the Gangalidda and Waanyi.
Aeon completed a Scoping Study in June 2021 into development of a 3.0Mtpy
open pit and underground mining operation and process plant, with associated
infrastructure, at a capital cost of A$996m, producing ≈50,000tpy of Copper
Equivalent at an All-in Sustaining Cost (AISC) estimated at US$2.00-2.20/lb CuEq.
Annual average production was projected at, in order of decreasing revenue,
20,000tpy of copper, 2,500tpy cobalt, 23,000tpy zinc, 2Mozpy silver and 1,000tpy
nickel. A Preliminary Feasibility Study is targeted for completion in Q1 CY2022.
Aeon also has a number of other Exploration Licences and Mineral Development
Licences in NW Queensland.
Figure 1: NW Qld - Walford Creek and Aeon’s other tenements (in blue)

Source: Aeon Metals – Annual Report October 2021
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Walford Creek – copper, cobalt, zinc, nickel
Walford Creek has a resource to JORC Code (2012) standards as shown below,
containing 321,000t of copper and 56,100t of cobalt, along with other metals,
which, under the processing route now trialed, will contribute to the revenue
stream. The profitability of Walford Creek will rely on monetising the value of these
by-product metals. As can be seen from the long section below, the zone west of
Marley, to Amy and beyond, is only lightly tested by drilling. There is some
evidence that the mineralisation is down-thrown between Marley and Amy and
deeper drilling has potential to add to the Walford Creek resource base.
Figure 2: Vardy, Marley and Amy zone resources
The known Py1 and Py3 mineralised horizons
are not adequately tested to the west along
the Fish River fault over 5.8km of strike

Source: Aeon Metals – ASX Release August 2021

The revised processing route incorporates medium temperature pressure
oxidation (MTOX) of the whole sulphide fraction from flotation. It is not as
technically challenging as higher temperature and pressure leaching, and all in
relatively common use. Aeon’s studies indicate that the value of copper and cobalt
will comprise 70% of the life-of-mine revenue stream.
Figure 3: Indicative pressure and temperature regime for leaching

Source: Aeon Metals – ASX Release October 2021
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Upside to the Resource base
The known resource is confined to a
corridor close to the fault and in two
pyritic horizons

As shown in Figure 2 above, deeper drilling between Marley and Amy has the
potential to add resources. Drilling to date has shown that the mineralisation is
confined close to the Fish River Fault structure, and does not extend significantly
laterally into the sedimentary package. Tightly targeted drilling is required to
adequately delineate the resource, as shown in the schematic cross section below.
Drilling has intersected strong mineralisation – 10m @ 5% Cu – below the Py3
host, and geophysical exploration suggests a deeper target.
Figure 4: Vardy Deeps interpreted geophysical cross section

The Vardy Deeps schematic 3D gravity
shell suggests potential for
mineralisation below the current
resource

Source: Aeon Metals – ASX Release August 2021
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The long section below shows the deeper geophysical target positions. Aeon has
a number of other exploration tenements along the Fish River structure, and
various splays and offset.
Figure 5: Walford Creek – Untested geophysical targets beneath the resource
The deep target has considerable lateral
extent

Source: Aeon Metals – ASX Release August 2021

Risks
Preliminary analysis of these changes to the process route, and currently being
further evaluated, suggest a substantial improvement in financial returns. Should
the process route prove successful, it should also deliver Aeon considerably
greater potential optionality with respect to financing of the Walford Creek
development.
The higher forecast recoveries and final payability levels of all metals produced
from Walford Creek have significantly extended the Company’s ability to utilise
potential financing routes such as silver streaming (forecast LOM silver revenue
of A$691 - 934 million), offtake financing and/or sale of a strategic asset interest.
Given the location of the Walford Creek Project in northern Australia, Aeon also
plans to investigate the potential for a substantial funding contribution to be
delivered from the Australian Federal Government’s A$5 billion Northern Australia
Infrastructure Fund (NAIF) initiative.
Risk is attached to confirmation of the proposed process route, and to financing
the development. Construction, commissioning and operation would carry the
conventional risks, and the profitability would carry operational, commodity and
AUD/USD exchange rate risks, with site costs in AUD and revenues in USD.
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