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Lawsuit Filed Challenging Rosemont's Aquifer Protection Permit 
 

 

We believe that this Lawsuit could be the first of many to come 

On August 16th, a lawsuit was filed by private citizens and not-for-profit groups that 
seeks the reversal of the Arizona Water Quality Appeals Board's ("AWQAB") decision 
to dismiss grievances filed against Rosemont's aquifer protection permit ("APP") 
which was issued to AZC in April 2012.  The plaintiffs claim that the appeals board 
"arbitrarily and capriciously" upheld the rejection of an earlier permit appeal. The 
lawsuit also charges that the Arizona Department of Environmental Quality ("ADEQ") 
issued the permit without taking into account the mine's impact on surface waters 
and that the project design, as currently outlined, is substantially different from the 
plan submitted during the initial permit application.  Note: AZC is not being sued.    
We believe that this first lawsuit could be the start of a lengthy string of subsequent 
litigation.  Locals in Pima County, where the proposed mine site is located, have said 
that further lawsuits will be filed after subsequent permits are granted.   

AZC Permitting Outlook - We Expect further Delays 

AZC still needs their Clean Water Permit (404 from US Army Corp. of Engineers) for 
Rosemont and a Record of Decision ("ROD") from the U.S. Forest Service 
(“USFS”).  Augusta only expects to receive its Clean Water Permit after the issuance 
of the FEIS and ROD on the Plan of Operations from the USFS. The Coronado 
National Forest Supervisor would like to make his final decision on the mine by Sept. 
27.  However, this timeline may not be met.  Regardless of the USFS’ decision on the 
ROD we expect there will be lawsuits filed upon its release. The local county where 
Rosemont is located has said it will pursue action in the courts in an effort to impede 
further progress.  This lawsuit shows that they are not kidding.  Our thesis that 
construction won't begin in 2013 remains intact.  We believe that H1/14 is the best 
case scenario for construction to begin.    

Cash Balance - AZC will Probably Exercise $10MM Convertible Notes 

Once permits are in hand, AZC can draw down funds available from Silver Wheaton 
and Kores.  However, at the moment, with ~$6MM in cash and a monthly burn rate 
of $2.5MM, we believe that AZC will exercise the $10MM convertible notes 
announced last week.  This should give AZC enough funds for the rest of the year. 

BOTTOM LINE - World Class Asset with the Wrong Address:  We believe that the 
Rosemont project is a world-class asset which will eventually get permitted, but it is 
located in an area with significant local opposition which adds to uncertainty with 
regards to when it will get built.  We believe the timeline proposed for project 
development is aggressive (by year-end) as project construction cannot begin until 
all necessary permits are in hand.  We have a SELL rating on AZC with a target price 
of C$2.30/share based on a 0.5x multiple (unchanged) to our NAV of $4.99/share. 

AZC: Price/Volume Chart 

 

Source: Factset 

Company Description 

Augusta Resource Corporation, headquartered 
in Vancouver, BC, owns 80% of the Rosemont 
Cu-Mo-Ag project near Tucson, Arizona 
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SELL, High Risk Basic Shares (MM) 144 Analyst: Associate:

Share Price $2.25 Diluted Shares  (MM) 152 Joseph Gallucci, MBA Iain Farmer, B.Eng

Target Price $2.30 Basic Mkt Cap (C$MM) 315 514-396-0330 514-396-0325

NAV $4.99 Enterprise Value (C$MM) 408 jgallucci@dundeecapitalmarkets.com ifarmer@ddundeecapitalmarkets.com

Category Resources Cu CuEq Cont. Cu CuEq

Reserves (M Tonnes) (%) (%) (M Tonnes) (M Tonnes)

Proven and Probable 533.8 0.44% 0.57% 2.3 3.0

Resources

Measured and Indicated 735.4 0.41% 0.53% 3.0 3.9

Inferred 110.9 0.40% 0.50% 0.4 0.6

Total Resources 846.3 0.41% 0.53% 3.5 4.4

Per Pound Valuation

EV/Cu Eq Resource $0.040/lb

*Resources are inclusive of reserves

Key Commodities E 1E 2E 3E Long Term

Copper US$/lbs 3.61             3.24                 3.30                3.50              2.75               

Molybdenum US$/lbs 12.78            10.38               11.00              11.00            11.00             

Silver US$/oz 31.13            3.90                 3.90                3.90              3.90               

(US$MM) 2012A 2013E 2014E 2015E 2016E

Cash -               -                   (555.8)             (133.2)           416.0             

LT Assets 10.6             253.6               866.6              881.6            896.6             

Total Assets -               -                   310.8              826.6            1,418.7          

Short Term Debt -               -                   -                  32.2              30.3               

Long term Debt -               -                   83.0                83.0              83.0               

Total Liabilities -               -                   83.0                115.2            113.3             

Total Assets - Total Liabilities -               -                   227.8              711.4            1,305.4          

Assets US$ NAV (mm) /Share % NAV % Resource

Rosemont                                     $836 $5.50 110% 100%

Total Mining and Investment Assets $836 $5.50 110%

Working Capital $21 $0.14 3%

Balance Sheet Items & Expenditures -$98 -$0.65 -13%

Total $759 $4.99 100%

(MM) (MM) (C$) (C$MM)

Date Type          Shares Price  Proceeds Warrants

AUG-10 Private Placement 10.9 $2.75 30.0 5.5M @ $3.90, Feb. 2012

MAR-10 Public Offering 11.8 $2.75 32.5

AUG-09 Public Offering 12.4 $2.02 25.0

Name Shares Percentage

JPMorgan Asset Management (UK) Ltd. 9,064,827 6.3%

Front Street Capital, Inc. 7,564,400 5.2%

Mackenzie Financial Corp. 5,447,602 3.8%

Archer Capital Management LP 4,599,543 3.2%

Smithwood Advisers LP 3,345,500 2.3%

Top 5 Shareholders 20.8%

Top 10 Shareholders 26.4%

Insider Ownership 9.1%

Source:  Company Documents, Factset, Intierra, DCM

LOCATION

30,021,872

38,174,424

13,188,185

COPPER PRODUCTION PROFILE

Gil Clausen

President and Chief Executive Officer; Director

Mr. Clausen has over 30 years of executive and operations experience in the mining industry 

with several major global and domestic mining companies. He has held senior operations and 

project development positions before moving into executive roles where he was responsible 

for executing corporate growth strategies including development and operations for several 

large precious metal, base metal, and coal producing companies.

Rodney O. Pace

Executive Vice President and Chief Operating Officer President and CEO, Rosemont 

Copper Company

Mr. Pace joined Augusta in January 2008 as Vice President Operations and General Manager 

and was promoted to his current position in May 2009. He has more than 25 years experience 

in mine development and operations, working in a broad range of executive and management 

positions, including Vice-President of North American Operations for Washington Group 

International.

Mark G. Stevens

Vice President, Exploration

Mr. Stevens joined Augusta as Chief Geologist in 2006 and has more than 27 years of 

technical and managerial experience in the exploration, evaluation, and mining of base and 

precious metals. Prior to joining Augusta, he was the Chief Geologist with Pincock, Allen & 

Holt, a consulting group based in Denver, Colorado.

MANAGEMENT

 RESERVES AND RESOURCES

TOP 5 SHAREHOLDERS

INPUT PRICES

PREVIOUS FINANCING

INVESTMENT THESIS

NET ASSET VALUE 

Augusta Resources Corp. (AZC)

COMPANY SUMMARY

Augusta Resource Corporation (Augusta) is engaged in the acquisition, exploration and 

development of natural mineral resource properties. Augusta is currently focused on advancing 

its Rosemont Copper project near Tucson, Arizona. Rosemont hosts a large 

copper/molybdenum reserve of 5.9 billion pounds of copper and 194 million pounds of 

molybdenum. Over its 21+ year mine life, Rosemont’s 2012  feasibility study estimates the 

project’s average annual production is expected to be approximately 243  million pounds of 

copper and 5.4 million pounds of molybdenum at average by-product cash costs of $1.02 per 

pound of copper. 

BALANCE SHEET

The Rosemont project is a world-class copper-molybdenum-silver asset, located in an area 

with significant infrastructure, which we believe will eventually get permitted. However, we 

believe the initial timeline proposed for project development is aggressive as project 

construction cannot begin until AZC obtains the necessary permits and a positive record of 

decision from the U.S. forestry service. Further we believe this last delay will raise confidence 

concerns on the new timelines set by AZC.  We continue to feel that permitting is the main 

catalyst for AZC and we continue to await a resolution to this process.
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Disclosures & Disclaimers 

This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Dundee Securities 

Ltd. (“Dundee Capital Markets”), an investment dealer operating its business through its two divisions, Dundee Capital 

Markets and Dundee Goodman Private Wealth. Dundee Capital Markets is a member of the Canadian Investor Protection 

Fund, the Investment Industry Regulatory Organization of Canada and an investment fund manager registered with the 

securities commissions across Canada. Dundee Capital Markets is a subsidiary of Dundee Corporation.  

Research Analyst Certification: Each Research Analyst involved in the preparation of this research report hereby certifies that: 
(1) the views and recommendations expressed herein accurately reflect his/her personal views about any and all of the 
securities or issuers that are the subject matter of this research report; and (2) his/her compensation is not and will not be 
directly related to the specific recommendations or views expressed by the Research Analyst in this research report. The 
Research Analyst involved in the preparation of this research report does not have authority whatsoever (actual, implied or 
apparent) to act on behalf of any issuer mentioned in this research report. 
U.S. Residents: Dundee Securities Inc. is a U.S. registered broker-dealer, a member of FINRA and an affiliate of Dundee Capital 
Markets. Dundee Securities Inc. accepts responsibility for the contents of this research report, subject to the terms and 
limitations as set out above. U.S. residents seeking to effect a transaction in any security discussed herein should contact 
Dundee Securities Inc. directly. Research reports published by Dundee Capital Markets are intended for distribution in the 
United States only to Major Institutional Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities 
Exchange Act of 1934, as amended) and are not intended for the use of any person or entity. 
UK Residents:  Dundee Securities Europe LLP, an affiliate of Dundee Capital Markets, is authorized and regulated by the 

United Kingdom’s Financial Conduct Authority (No 586295) for the purposes of security broking & asset management. 

Research prepared by UK-based analysts is under the supervision of and is issued by its affiliate, Dundee Capital Markets. 

Dundee Securities Europe LLP is responsible for compliance with applicable rules and regulations of the FCA, including Chapter 

12 of the FCA’s Conduct of Business Sourcebook (the “FCA Rules”) in respect of any research recommendations (as defined in 

the FCA Rules) in reports prepared by UK-based analysts.  Dundee Capital Markets  and Dundee Securities Europe LLP have 

implemented written procedures designed to identify and manage potential conflicts of interest that arise in connection with 

the preparation and distribution of their research. Dundee Capital Markets  is responsible (i) for ensuring that the research 

publications are compliant with IIROC Rule 3400 Research Restrictions and Disclosure Requirements. And (ii) including all 

required conflict of interest disclosures. 

General:  

This research report is provided, for informational purposes only, to institutional investor and retail clients of Dundee Capital 

Markets in Canada. This research report is not an offer to sell or the solicitation of an offer to buy any of the securities 

discussed herein.  

The information contained in this research report is prepared from publicly available information, internally developed data 

and other sources believed to be reliable, but has not been independently verified by Dundee Capital Markets and Dundee 

Capital Markets makes no representations or warranties with respect to the accuracy, correctness or completeness of such 

information and they should not be relied upon as such. All estimates, opinions and recommendations expressed herein 

constitute judgments as of the date of this research report and are subject to change without notice. Dundee Capital Markets 

does not accept any obligation to update, modify or amend this research report or to otherwise notify a recipient of this 

research report in the event that any estimates, opinions and recommendations contained herein change or subsequently 

becomes inaccurate or if this research report is subsequently withdrawn.  

Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is made 

regarding future performance of any security mentioned in this research report. The price of the securities mentioned in this 

research report and the income they produce may fluctuate and/or be adversely affected by market factors or exchange rates, 

and investors may realize losses on investments in such securities, including the loss of investment principal. Furthermore, the 

securities discussed in this research report may not be liquid investments, may have a high level of volatility or may be subject 

to additional and special risks associated with securities and investments in emerging markets and/or foreign countries that 

may give rise to substantial risk and are not suitable for all investors. Dundee Capital Markets accepts no liability whatsoever 

for any loss arising from any use or reliance on this research report or the information contained herein.  
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The securities discussed in this research report may not be suitable for all types of investors and such reports do not take into 

account particular investment needs, objectives and financial circumstances of a particular investor. An investor should not 

rely solely on investment recommendations contained in this research report, if any, as a substitution for the exercise of their 

own independent judgment in making an investment decision and, prior to acting on any of contained in this research report, 

investors are advised to contact his or her investment adviser to discuss their particular circumstances.  

Non-client recipients of this research report should consult with an independent financial advisor prior to making any 

investment decision based on this research report or for any necessary explanation of its contents. Dundee Capital Markets 

will not treat non-client recipients of this research report as its clients by virtue of such persons receiving this research report.  

Nothing in this research report constitutes legal, accounting or tax advice. Investors should consult with his or her own 

independent legal or tax adviser in this regard.  

Dundee Capital Markets Research is distributed by email, website or hard copy. Dissemination of initial research reports and 
any subsequent research reports is made simultaneously to a pre-determined list of Dundee Capital Markets' Institutional 
Sales and Trading representative clients and Dundee Goodman Private Wealth retail private client offices. The policy of 
Dundee Capital Markets with respect to Research reports is available on the Internet at www.dundeecapitalmarkets.com. 
Dundee Capital Markets has written procedures designed to identify and manage potential conflicts of interest that arise in 
connection with its research and other businesses. The compensation of each Research Analyst/Associate involved in the 
preparation of this research report is based competitively upon several criteria, including performance assessment criteria 
based on quality of research. The Research Analyst compensation pool includes revenues from several sources, including 
sales, trading and investment banking. Research analysts do not receive compensation based upon revenues from specific 
investment banking transactions. Dundee Capital Markets generally restricts any research analyst and any member of his or 
her household from executing trades in the securities of a company that such research analyst covers.  
Certain discretionary client portfolios are managed by portfolio managers and/or dealing representatives in its private client 

advisory division, Dundee Goodman Private Wealth. The aforementioned portfolio managers and/or dealing representatives 

are segregated from Research and they may trade in securities referenced in this research report both as principal and on 

behalf of clients (including managed accounts and investment funds). Furthermore, Dundee Capital Markets may have had, 

and may in the future have, long or short positions in the securities discussed in this research report and, from time to time, 

may have executed or may execute transactions on behalf of the issuer of such securities or its clients.  

Should this research report provide web addresses of, or contain hyperlinks to, third party web sites, Dundee has not 

reviewed the contents of such links and takes no responsibility whatsoever for the contents of such web sites. Web addresses 

and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third party web sites 

is not in any way incorporated into this research report. Recipients who choose to access such web addresses or use such 

hyperlinks do so at their own risk. 

Unless publications are specifically marked as research publications of Dundee Capital Markets, the views expressed therein 

(including recommendations) are those of the author and, if applicable, any named issuer or Investment dealer alone and they 

have not been approved by nor are they necessarily those of Dundee Capital Markets. Dundee Capital Markets. expressly 

disclaims any and all liability for the content of any publication that is not expressly marked as a research publication of 

Dundee Capital Markets. 

Forward-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and 

assumptions made by the author. These statements involve risks and uncertainties and are not guarantees of future 

performance or results and no assurance can be given that these estimates and expectations will prove to have been correct, 

and actual outcomes and results may differ materially from what is expressed, implied or projected in such forward-looking 

statements. 

An affiliate of Dundee is an investor in the TMX Group Limited.  Dundee may from time to time conduct research on, advise on 

or trade in securities listed on or that clear through a TMX Affiliate. 

© Dundee Securities Ltd. Any reproduction or distribution in whole or in part of this research report without permission is 
prohibited. 
Informal Comment: Informal Comments are analysts’ informal comments that are posted on the Dundee website. They generally 
pertain to news flow and do not contain any change in analysts' opinion, estimates, rating or target price.  Any rating(s) and target 
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price(s) in an Informal Comment are from prior formal published research reports.  A link is provided in any Informal Comment to all 
company specific disclosures and analyst specific disclosures for companies under coverage, and general disclosures and disclaimers.    
Mineral Exploration Watchlist:  Dundee Capital Markets has not initiated formal continuing coverage of Mineral Exploration 
Watchlist companies.  The companies will have recommendations and risk ratings as per our regular rating system, see Explanation 
of Recommendations and Risk Ratings for details.  Risk ratings will be either Speculative or Venture.  Speculative Risk rated 
companies are those companies that have published National Instrument 43-101 or JORC compliant resources or reliable historic 
resources and/or economic evaluations (scoping, pre-feasibility or feasibility studies) for material project(s) that could reasonably 
form the basis of a discounted cash flow analysis. Venture Risk rated companies are those companies that are generally at an earlier 
stage of exploration and/or development, where no material resource estimate, historic or compliant, exists.  No price targets will 
be set for Mineral Exploration Watchlist companies as there are limited financial metrics upon which to base a reasonable valuation.  
Valuation methodologies and models will not be provided for Mineral Exploration Watchlist companies.  Dundee clients should 
consult their investment advisor as to the appropriateness of an investment in the securities mentioned. 
Oil & Gas Exploration Watchlist: Dundee Capital Markets has not initiated formal continuing coverage of Oil & 
Gas Exploration Watchlist companies. The companies will have recommendations and risk ratings as per our regular rating 
system, see Explanation of Recommendations and Risk Ratings for details. Risk ratings will be either Speculative or Venture. 
Speculative Risk rated companies are those companies that have published National Instrument 51-101 or SPE compliant 
resources or reliable historic resources and/or economic evaluations for material project(s) that could reasonably form the 
basis of a discounted cash flow analysis. Venture Risk rated companies are those companies that are generally at an earlier 
stage of exploration and/or development, where no material resource estimate exists, or there is significant uncertainty with 
respect to firm drilling timing and prospects. No price targets will be set for Oil & Gas Exploration Watchlist companies as 
there are limited financial metrics, or resource information available, upon which to base a reasonable valuation. Dundee 
clients should consult their investment advisor as to the appropriateness of an investment in the securities mentioned. 
Presentations do not include disclosures that are specific to analysts and specific to companies under coverage.  Please refer to 
formal published research reports for company specific disclosures and analyst specific disclosures for companies under coverage.  
Please refer to formal published research reports for valuation methodologies used in determining target prices for companies 
under coverage. 
Ideas of Interest: Dundee Capital Markets from time to time publishes reports on securities for which it does not and may not 

choose to provide continuous research coverage. Such reports are published as Ideas of Interest.  

IIROC Rule 3400 Disclosures and/or FCA COBS 12.4.10 Disclosures: Disclosures required under Rule 3400 for sector research 
reports covering six or more issuers can be found on the Dundee Capital Markets website at www.dundeecapitalmarkets.com in the 
Research Section. Other Services means the participation of Dundee in any institutional non-brokered private placement exceeding 
$5 million.  Where Dundee Capital Markets and its affiliates collectively beneficially own 1% or more (or for the purpose of FCA 
disclosure 5% or more) of any class of the issuer’s equity securities, our calculations will exclude managed positions that are 
controlled, but not beneficially owned by Dundee Capital Markets.    
A Research Analyst/Associate involved in the preparation of this research report has visited certain material operations of the 
following issuer(s): Augusta Resource Corp. Joseph Gallucci viewed Augusta Resource's Rosemont project. 
Explanation of Recommendations and Risk Ratings 

Dundee target: represents the price target as required under IIROC Rule 3400.  Valuation methodologies used in determining the price 

target(s) for the issuer(s) mentioned in this research report are contained in current and/or prior research. Dundee target N/A: a price 

target and/or NAV is not available if the analyst deems there are limited financial metrics upon which to base a reasonable valuation. 

Recommendations: BUY: Total returns expected to be materially better than the overall market with higher return 

expectations needed for more risky securities. NEUTRAL: Total returns expected to be in line with the overall market. SELL: 

Total returns expected to be materially lower than the overall market. TENDER: The analyst recommends tendering shares to 

a formal tender offer. UNDER REVIEW: The analyst will place the rating and/or target price Under Review when there is a 

significant material event with further information pending; and/or when the analyst determines it is necessary to await 

adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast; and/or when 

coverage of a particular security is transferred from one analyst to another to give the new analyst time to reconfirm the 

rating, target price or forecast. 

Risk Ratings: risk assessment is defined as Medium, High, Speculative or Venture. Medium: securities with reasonable liquidity 

and volatility similar to the market.  High: securities with poor liquidity or high volatility. Speculative: where the company's 
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business and/or financial risk is high and is difficult to value. Venture: an early stage company where the business and/or 

financial risk is high, and there are limited financial metrics upon which to base a reasonable valuation.  

Investors should not deem the risk ratings to be a comprehensive account of all of the risks of a security.  Investors are 
directed to read Dundee Capital Markets Research reports that contain a discussion of risks which is not meant to be a 
comprehensive account of all the risks.  Investors are directed to read issuer filings which contain a discussion of risk factors 
specific to the company’s business.   
Medium and High Risk Ratings Methodology: Medium and High risk ratings are derived using a predetermined methodology 
based on liquidity and volatility. Analysts will have the discretion to raise but not lower the risk rating if it is deemed a higher 
risk rating is warranted. Risk in relation to forecasted price volatility is only one method of assessing the risk of a security and 
actual risk ratings could differ.   
Securities with poor liquidity or high volatility are considered to be High risk. Liquidity and volatility are measured using the 
following methodology: a) Price Test: All securities with a price <= $3.00 per share are considered high risk for the purpose of 
this test. b) Liquidity Test: This is a two-tiered calculation that looks at the market capitalization and trading volumes of a 
company. Smaller capitalization stocks (<$300MM) are assumed to have less liquidity, and are, therefore, more subject to 
price volatility. In order to avoid discriminating against smaller cap equities that have higher trading volumes, the risk rating 
will consider 12 month average trading volumes and if a company has traded >70% of its total shares outstanding it will be 
considered a liquid stock for the purpose of this test. c) Volatility Test: In this two step process, a stock’s volatility and beta are 
compared against the diversified equity benchmark. Canadian equities are compared against the TSX while U.S. equities are 
compared against the S&P 500. Generally, if the volatility of a stock is 20% greater than its benchmark and the beta of the 
stock is higher than its sector beta, then the security will be considered a high risk security. Otherwise, the security will be 
deemed to be a medium risk security. Periodically, the equity risk ratings will be compared to downside risk metrics such as 
Value at Risk and Semi-Variance and appropriate adjustments may be made. All models used for assessing risk incorporate 
some element of subjectivity. 
SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS (subordinate 
voting shares).  
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