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RECOMMENDATION

We continue to recommend the shares of Augusta Resource Corp. as a Speculative 
Buy for high risk-tolerant accounts. As explained below, we are raising our 12-month 
Target Price for the shares to $3.85.

RECENT SIGNIFICANT EVENT

Sumitomo to Acquire 8.7% of Augusta in $37.5 Million Financing

Sumitomo Corp. is one of the largest Japanese conglomerate corporations with a 
wide range of international business interests, including metals trading.  

We view Sumitomo’s investment in Augusta as highly signifi cant: 

• It is an initial step for having a relationship with Augusta to secure a steady 
supply of copper, silver and molybdenum at competitive prices for their 
trading purposes;

• There will likely be further investments in Augusta by Sumitomo as the 
Rosemont project enters its bankable feasibility, permitting, and project 
fi nancing stage;

• Sumitomo’s willingness to pay $3.50 per share at a time when the 
Company’s shares were trading in the $2.50 range is a clear revaluation of 
the Company.  
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The $37.5 million financing should take Augusta to the permitting stage ready for 
project financing.  The preliminary assessment completed by the Company last year 
indicated that the capital cost to bring the Rosemont deposit into production is between 
US$ 636 – 806 million.  We consider this fi nancing opens up additional venue for the Company’s 
project fi nancing plan.   

COMMENT: Augusta continues to eliminate uncertainties that are generally associated with 
development stage projects.

Our revised 12 month Target Price is $3.85 per share, based on:
• Recent increase in reserves;
• Reduction of fi nancing risk; and
• Sumitomo’s commitment

Our Target Price is supported by the following value determined by calculating the “per attributable 
resource ounce”: 

Per Attributable
   Copper Resource Pounds US$0.02 US$0.03 US$0.04 US$0.05 US$0.06

Market Cap (C$ @C$1=US$0.87)
   Using 8,400,000,000 Resource Pounds $186,666,667 $280,000,000 $373,333,333 $466,666,667 $560,000,000

Value Per Fully Diluted Share
   Using 96,562,834 Shares $1.93 $2.90 $3.87 $4.84 $5.80

Table 1: Matrix of Values Per Attributable Resource Ounce

Source: eResearch
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Each Research Analyst who was involved in the preparation of this Research Report hereby certifies that: 
(1) the views, opinions, and recommendations expressed in this Research Report refl ect accurately the Research 
Analyst’s personal views concerning any and all securities and issuers that are discussed herein and are the subject 
matter of this Research Report; and (2) the fees, earnings, or compensation, in any form, payable to the Research 
Analyst, is not and will not, directly or indirectly, be related to the specifi c views, opinions, and recommendations 
expressed by the Research Analyst in this Research Report.

eResearch analysts on this report: Amy Stephenson, MBA, CFA : Amy is a generalist Research Analyst responsible 
for special situations. She is an experienced corporate fi nance professional who has been involved both as principal 
and consultant in corporate reorganizations, mergers and acquisitions, RTO and project fi nancing.

Bob Weir, B.Sc., CFA, B.Comm, Director of Research. Bob Weir has been involved in an analytical capacity 
since 1966, with both the securities and the real estate industries. Initially with Wood Gundy Limited in London, 
England, he spent nine years with that fi rm in a securities research capacity. He spent the next twenty years in the 
real estate business as analyst, consultant, and broker before joining Dominion Bond Rating Service Limited in 1994. 
He eventually became Executive Vice-President of DBRS and was responsible for supervising the fi rm’s 34 analysts 
and for running the company on a day-to-day basis. He joined eResearch in September 2004. 
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eResearch Disclosure Statement
eResearch accepts fees from the companies it researches (the “Covered Companies”), and from fi nancial institutions or other third parties. 
The purpose of this policy is to defray the cost of researching small and medium capitalization stocks which otherwise receive little or no 
research coverage. In this manner, eResearch can minimize fees to its subscribers. 

Augusta Resource Corporation paid eResearch a fee of $17,000+ GST to conduct research on the company on an Annual Continual 
Basis.

To ensure complete independence and editorial control over its research, eResearch follows certain business practices and compliance 
procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of research, are accepted only in 
cash or currency and will not accept payment in shares, warrants, convertible securities or options of Covered Companies.   

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA Institute Code 
of Ethics and Standards of  Professional Conduct. eResearch analysts are compensated on a per-report, per-company basis and not on the 
basis of his/her recommendations. Analysts are not allowed to accept any fees or other consideration from the companies they cover for 
eResearch. Analysts are also not allowed to trade in the shares, warrants, convertible securities or options of companies they cover for 
eResearch.

In addition, eResearch, its offi cers and directors, cannot trade in shares, warrants, convertible securities or options of any of the Covered 
Companies. eResearch’s sole business is providing independent equity research to its institutional and retail subscribers. 

eResearch will not conduct investment banking or other fi nancial advisory, consulting or merchant banking services for the Covered 
Companies. eResearch is not a brokerage fi rm and does not trade in securities of any kind.

eResearch makes all reasonable efforts to provide its research, via e-mail, simultaneously to all subscribers. eResearch posts all of its 
research on its own website (www.eresearch.ca), disseminates its research through its extensive electronic distribution network, and provides 
notifi cation of its research through newswire agencies.  

Additional distribution of our research may be done through agreements with newswire agencies.  
                 

eResearch Recommendation System
Strong Buy: Expected total return within the next 12 months is at least 40%. 

Buy: Expected total return within the next 12 months is between 10% and 40%.

Speculative Buy: Expected total return within the next 12 months is substantial, but Risk is High  (see below).

Hold: Expected total return within the next 12 months is between 0% and 10%.

Sell: Expected total return within the next 12 months is negative.

eResearch Risk Rating System 
A company may have some, but not necessarily all, of the following characteristics of a specifi c risk rating to qualify for that rating:

High Risk: Financial - Little or no revenue and earnings, limited fi nancial history, weak balance sheet, negative free cash fl ows, 
poor working capital solvency, no dividends.

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 
structure, industry consolidating, business model/technology unproven or out-of-date.

Medium Risk: Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive free cash 
fl ow, adequate working capital solvency, may or may not pay a dividend.

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well 
established and consistent with current state of industry

Low Risk: Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong positive 
free cash fl ows, above average working capital solvency, company may pay (and stock may yield) substantial dividends 
or company may actively buy back stock.

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, company may 
have a leading market/technology position.


