
 

 Financial Advisers | Stockbroking & Research | Special Situations Financing | Page 1 

SPEC BUY 
Current Price 

Valuation 

$0.43 

$1.00 

Financial Advisers | Stockbroking & Research | Special Situations Financing 

www.argonaut.com   +61 8 9224 6888 

EQUITY RESEARCH 

Thursday, 28 July 2022 

OreCorp (ORR)  
Eyes on DFS  
Analyst | Royce Haese 

Quick Read 

This quarter OreCorp will present its Nyanzaga DFS. Most attention will be on 

capex and opex lines. We also expect to see a refined schedule that may bring 

forward higher value underground ounces in the mine plan partially offsetting 

some of the inevitable cost hikes. In Tanzania, recent budget presentations have 

highlighted the importance the country places on its mining industry, and 

significant investment continues into large scale infrastructure projects, this gives 

us confidence in the investability of the region. We maintain our Spec Buy 

recommendation with a valuation of $1.00 per share, prior $1.20. 

Eyes on DFS 

DFS: The Nyanzaga DFS is expected this quarter. Cost escalations will factor into 

the study. The 2017 PFS projected +200kozpa over 12 years at a forecast AISC 

US$838/oz with pre-production capex of US$287M. We are expecting an increase 

beyond the 2017 PFS numbers to both capex and opex. Cost escalations are near 

ubiquitous industry wide, however, the gold endowment of the Nyanzaga project 

will allow OreCorp the ability to design to maintain a strong margin. We therefore 

think that OreCorp is positioned to develop a new, profitable, gold project. We 

expect some adjustments to the mine plan compared to the PFS but we’re holding 

steady on our modelled mining assumptions for now. 

 

Tanzania: Newswire out of Tanzania has remained upbeat regarding commitment 

to infrastructure projects and in supporting foreign investment into its mining 

industry. The recent Tanzania budget presentations reiterated this view and 

included a commitment to reduce the gold royalty rate to 4%.  

 

Mining Scenario and Valuation: Our mining scenario we use as a basis for ORR 

valuation remains unchanged, recent share price softness (on admittedly small 

volumes) has given cause to review our prior assumed equity raise of A$150M at 

60cps. We now assume the same raised at 38cps acknowledging that a positive 

outcome from the DFS could result in an improved share price that would lessen 

the equity dilution impact of any future raise. Factoring in the increased equity 

dilution reduces our Valuation to $1.00, prior $1.20. 

Recommendation 

Maintain Spec Buy.  
Please refer to important disclosures 

at the end of the report (from page 6) 

Code: ORR

Sector: Materials

* All figures in AUD unless stated otherwise

Shares on Issue (M):

Market Cap ($M):

Net cash ($M Mar 2022) 32

Enterprise value ($M):

52 wk High/Low (ps): $0.85 $0.36

12m av. daily vol. (Mshs): 0.17

Key Metrics 

FY25e FY26e FY27e

P/E (x) 1.4 1.1 1.1

EV/EBITDA (x) 0.6 0.5 0.4

Financials:

FY25e FY26e FY27e

Revenue ($M) 323 426 529

EBIT ($M) 183 223 283

NPAT (A$M) 137 171 220

Net assets ($M) 299 447 660

Op CF ($M) 180 218 266

Per share data:

EPS (c) 25.0 31.2 40.2

Dividend (cps) 0.0 0.0 0.0

Yield (%) - - -

CF/Share (cps) 33.0 39.9 48.7

Prod (koz Au) 133.8 176.5 219.3

Share Price Graph and trading volumes (msh)
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OreCorp Equities Research
Analyst: Royce Haese

Recommendation Speculative Buy Sector Metals & Mining

Current Price $0.43 Issued Capital (Mshs) 397

Valuation $1.00 Market Cap (M) $171

Profit & loss ($M) CY 2022E 2023E 2024E 2025E Financial ratios 2025E 2026E 2027E 2028E

Sales Revenue 0 0 0 323 GCFPS A¢ 22.8 27.6 33.6 33.5

+ Other income/forwards 0 0 0 0 CFR X 1.9 1.6 1.3 1.3

- Operating costs 0 0 0 -74 EPS A¢ 17.3 21.5 27.8 27.3

- Royalties 0 0 0 -28 PER X 2.5 2.0 1.5 1.6

- Corporate & administration -4 -4 -9 -4 DPS A¢ 0.0 0.0 0.0 0.0

Total Costs -4 -4 -9 -106 Yield % 0.0% 0.0% 0.0% 0.0%

EBITDA -4 -4 -9 217 Interest cover x 15.0 21.8 34.3 44.2

- margin 0% 0% 0% 67% ROCE % 40% 51% 68% 98%

- D&A 0 0 0 -34 ROE % 57% 48% 42% 33%

EBIT -4 -4 -9 183 Gearing % 75% 39% 19% 9%

+ Finance Income/Expense 0 -7 -14 -12

PBT -4 -11 -23 171 Operations summary (100% Basis) 2025E 2026E 2027E 2028E

- Tax expense 0 2 5 -34 Nyanzaga project

- Impairments and other Ore processed (Mt) 3.1 3.5 3.9 3.9

NPAT -4 -9 -18 137 Head grade (g/t) 1.51 1.76 1.96 1.96

Met. recovery 0.88 0.88 0.88 0.88

Gold prodn (kozs) 134 177 219 219

Cash flow ($M) 2022E 2023E 2024E 2025E

+ Revenue 0 0 0 323 Cost per milled tonne (A$/t) 24 34 38 39

- Cash costs -4 -4 -9 -106 Cash costs pre royalty (A$/oz) 764 887 892 910

- Forwards 0 0 0 0 Sustaining capital ($M) 3 7 7 7

-Tax payments 0 0 4 -24 All in sustaining costs (A$/oz) 787 928 925 943

+ Interest & other 0 -7 -14 -12 Growth capital ($M) 47 17 17 17

Operating activities -4 -11 -19 180 CAIC (A$/oz) 1595 1503 1334 1337

- Property, plant, mine devel. 0 0 -420 -65

- Exploration -6 -6 -6 -6 Price assumptions 2025E 2026E 2027E 2028E

Investment activities -6 -6 -426 -71 AUDUSD 0.725 0.725 0.725 0.725

 + Borrowings 0 350 -25 -50 Gold 1750 1750 1750 1750

- Dividends 0 0 0 0

+ Equity 0 150 0 0 Valuation summary  A$M A$/sh

Financing activities 0 500 -25 -50 Nyanzaga project 8% real after tax 658 1.66

Cash change -10 483 -470 60 Tanzania Government 16% Free-Carry Interest -108 -0.27

Exploration, Nyanzaga 110 0.28

Corporate overheads -25 -0.06

Balance sheet 2022E 2023E 2024E 2025E Cash 32 0.08

Cash & bullion 31 514 43 103 Debt 0 0.00

Other Current Assets 0 0 0 0 Hedging 0 0.00

Total current assets 31 514 43 103 Option/equity dilution -271 -0.68

Property, plant & equip. 4 4 424 456 NAV 396 1.00

Investments/other 0 0 0 0

Total non-curr. assets 4 4 424 456 Directors, management

Total assets 35 518 468 559 Craig Williams Non-Executive Chairman

Trade payables 1 1 1 17 Matthew Yates CEO & Managing Director

Short term borrowings 0 25 50 50 Mike Klessens Non-Executive Director

Other 1 1 5 18 Alastair Morrison Non-Executive Director

Total curr. liabilities 3 3 6 35 Robert Rigo Non-Executive Director

Long term borrowings 0 325 275 225

Other 0 0 0 0 Top shareholders M shs %

Total non-curr. liabil. 0 325 275 225 Federation Mining 49.6 12.5

Total liabilities 3 328 281 260 Wilson Asset Management 45.1 11.4

Net assets 32 190 187 299 Rollason 34.9 8.8
Mutual Investments 25.8 6.5

Resources Sep '17 Mt g/t Au Kozs Mkt cap/oz

Nyanzaga gold deposit 23.7              4.03 3,072            56

    Measured & indicated 20.8              4.06 2,714            

    Inferred 2.9                3.84 358               

Shares 2022E 2023E 2024E 2025E

New shs issued/exerciseable 0.0 394.7 0.0 0 Argonaut model July '22 Mt g/t Au Kozs 

Average issue price 0.00 0.38 0.00 0.00 TOTAL INVENTORY 45.0              1.95 2,819            61

Ordinary shares - end 397 792 792 792 Nyanzaga UG 9.0                3.70 1,071            

Diluted shares - end 397 792 792 792 Nyanzaga OP 36.0              1.51 1,748            
*See Argonaut Mining Scenario and Valuation section for Equity assumptions

Wednesday, 27 July 2022
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Eyes on DFS 

DFS 

Everything is expensive in 2022: Iceberg lettuce, Land Cruisers, steel, labourers, 

the list goes on. It’s inevitable that in the up-coming DFS, OreCorp will forecast 

higher capital and operating costs for its Nyanzaga gold project when compared 

to the 2017 PFS numbers. A benefit OreCorp has in its current state is that it 

retains optionality in how it chooses to develop the project. We imagine all 

options have been on the table as it has progressed the study. There’s too many 

levers to pull here for us to comprehensively asses the Nyanzaga development 

alternatives so we retain our previous modelled mining assumptions which were 

essentially a rehash of the 2017 PFS assumptions with some cost escalations 

factored in. 

 

In the June 2022 Quarterly announcement OreCorp retained its preliminary 

project timeline.  

 

Figure 1: Nyanzaga Preliminary Project Timeline 

Source: ORR 

 

One area in which operations at Nyanzaga will have a relative advantage is in costs 

of electricity. Assuming the previous plan of accessing Tanzanian grid power is 

retained, OreCorp should have access to a relatively cheap and green electricity 

source when compared to peers.  

 

A broad survey of Australian gold producers flagged the recent rise in diesel price 

to have added somewhere between $60 - $140/oz to costs. At the end of 2021 

~45% of Tanzania’s electricity was generated via hydro with another ~40% LNG. 

Tanzania is further investing in hydro power supply which will increase its 

generation capacity to +70% of the country’s requirements. It is still exposed to 

diesel prices to fuel its mining fleet.   

 

 

We anticipate higher capital and 

operating costs in the up-coming 

DFS for Nyanzaga in comparison to 

the 2017 PFS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Due to its potential to access grid 

power, OreCorp should be 

buffered slightly from the recent 

rise in diesel price 

 

The Tanzanian electricity grid is 

expected to be +70% hydro power 

by early next year, with the 

balance generated from LNG 

turbines 
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The DFS will also factor in mining of Kilimani, we expect this deposit to contribute 

little to the mine plan in terms of total ounces, but as a near-surface, oxide deposit 

the ounces it contributes should be high-margin. Exploration is currently 

underway to attempt to identify high-grade feeder structures which could extend 

the contribution of Kilimani to the mine plan. 

 

Regionally, we think OreCorp has just begun to scratch the surface in terms of 

potential. Past drilling has focused heavily on Nyanzaga. Aircore drilling is 

currently underway testing numerous satellite targets.  

 

Nyanzaga itself is open at depth, the deepest hole completed to date is ~1.35 km 

deep, with mineralisation intersected in that hole. It is not economic to continue 

testing at depth. Once development has commenced underground it will be more 

effective to continue testing the depth potential from underground drill 

platforms. We note that mineralisation at Nyanzaga is constrained at depth by 

drilling, not geology.  

 

Tanzania 

In Tanzania, recent budget presentations have highlighted the importance the 

country places on its mining industry. In 2021 the mining sector contributed 7.2% 

of GDP, Tanzania aims to increase this contribution to 10% by 2025. Government 

messaging centres on the importance of separation of the Government 

governing, and the private sector doing business. Proposed adjustments to policy 

as part of the budget appears to echo the sentiment. Of note to OreCorp, Tanzania 

has proposed a reduction of national level gold royalty from the current 6% to 4%. 

We don’t have final confirmation on whether this will apply to OreCorp yet, this 

will likely be confirmed post DFS.  

 

Infrastructure investment in-country continues. The above-mentioned expansion 

to Tanzania’s hydro-power generation capability is through a $2.9B dam build. 

$1.9B has been committed to upgrading national railway to standard gauge and 

replacement of diesel-powered trains with electric. +$200M has also been spent 

on the construction of a 42 km road linking the north of Tanzania to the Kenyan 

port of Mombasa. Road and bridge upgrades were visible, both urban and rural, 

during our recent visit to Tanzania as part of the Nyanzaga site trip.  

 

Foreign investment also appears to be increasing. Earlier this year BHP invested 

$40M into Kabanga Nickel with the option to tip-in more. And the IMF recently 

approved a $1.05B Extended Credit Facility to Tanzania to aid economic recovery 

and support structural reforms. The IMF sighted Tanzania’s strong track record in 

reform implementation as part of its decision to approve the ECF.  

 

We expect Kilimani to contribute 

high-margin ounces to the 

Nyanzaga mine plan 

 

 

Exploration upside remains, with 

drilling underway 

 

Nyanzaga is open at depth. We 

expect this to be a long lived 

mining operation  

 

 

 

In 2021 the mining sector 

contributed 7.2% of GDP, Tanzania 

aims to increase this contribution 

to 10% by 2025 

Tanzania has proposed a reduction 

of national level gold royalty from 

the current 6% to 4% 

 

 

 

 

 

 

 

Foreign investment into Tanzania 

appears to be increasing 
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Overall, the combination of support for foreign investment and continued 

consistent messaging around this goal gives us confidence in Tanzania as a 

relatively stable investment jurisdiction going forward.  

 

Argonaut Mining Scenario and Valuation 

Our mining scenario we use as a basis for ORR valuation remains unchanged. Key 

assumptions and risks are outlined in our previous research. We had previously 

assumed the A$150M equity component of pre-production capital to be raised at 

60cps. Factoring in the current depressed share price we now assume the same 

raised at 38cps. This results in an increase in equity dilution.  

 

Table 1: OreCorp Valuation Summary. 

 
Source: Argonaut 

 

Raising at a higher share price would result in lower equity dilution borne by 

existing shareholders. A positively received DFS and/or strong exploration drill 

results may contribute to a rerate. Figure 2 outlines impact on equity dilution 

under multiple assumed raise prices with all else remaining equal in our 

modelling. 

 

Figure 2: Equity dilution sensitivities. 

Source: Argonaut 

 

In the Tanzania budget presentations, a decrease in national gold royalty from 6% 

to 4% was flagged. If this royalty decrease were applied to gold produced at 

Nyanzaga our current assumed 7.3% royalty would reduce to 5.3%. Improving our 

project level NPV8 from $658M to $700M. Or improving our modelled NAV by 5%.  

Valuation summary  A$M A$/sh

Nyanzaga project 8% real after tax 658 1.66

Tanzania Government 16% Free-Carry Interest -108 -0.27

Exploration, Nyanzaga 110 0.28

Corporate overheads -25 -0.06

Cash 32 0.08

Debt 0 0.00

Hedging 0 0.00

Option/equity dilution -271 -0.68
NAV 396 1.00

 

 

 

 

 

 

https://secure.argonaut.com/FileLink.asp?DT=R&DID=8621&DP=65246
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Important Disclosure  

Argonaut acted as Joint Lead Manager in respect of the process to demerge OreCorp’s West Australian assets announced in 

January 2022 and will receive fees commensurate with this service. Argonaut acted as Co Lead Manager in respect of the 

Placement to raise $56M in June 2021 and received fees commensurate with this service. 

The analyst recently attended a site visit to Nyanzaga in Tanzania, with in-country costs borne by OreCorp. 
 
Information Disclosure 
Each research analyst of this material certifies that the views expressed in this research material accurately reflect the analyst's 
personal views about the subject securities and listed corporations. None of the listed corporations reviewed or any third party 
has provided or agreed to provide any compensation or other benefits in connection with this material to any of the analyst(s). 
 
For U.S. persons only 
This research report is a product of Argonaut Securities Pty Limited, which is the employer of the research analyst(s) who has 
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required 
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, 
public appearances and trading securities held by a research analyst account. 
 
This report is intended for distribution by Argonaut Securities Pty Limited only to "Major Institutional Investors" as defined by 
Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities 
and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be 
copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.  
 
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the 
SEC in order to conduct certain business with Major Institutional Investors, Argonaut Securities Pty Limited has entered into an 
agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed 
in this research report should be effected through Marco Polo or another U.S. registered broker dealer. 
 
General Disclosure and Disclaimer 
This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) for the use of the clients o f 
ASPL and other related bodies corporate (the “Argonaut Group”) and must not be copied, either in whole or in part, or distributed 
to any other person. If you are not the intended recipient you must not use or disclose the information in this report in any way.  
ASPL is a holder of an Australian Financial Services License No. 274099 and is a Market Participant of the Australian Stock  
Exchange Limited. 
 
Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of the 
Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial situation or needs.  The report may 
contain general financial product advice and you should therefore consider the appropriateness of the advice having regard to  
your situation. We recommend you obtain financial, legal and taxation advice before making any financial investment decision. 
 
This research is based on information obtained from sources believed to be reliable and ASPL has made every effort to ensure 
the information in this report is accurate, but we do not make any representation or warranty that it is accurate, reliable, 
complete or up to date. The Argonaut Group accepts no obligation to correct or update the information or the opinions in it. 
Opinions expressed are subject to change without notice and accurately reflect the analyst(s)’ personal views at the time of 
writing.  No member of the Argonaut Group or its respective employees, agents or consultants accepts any liability whatsoever 
for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation 
to this research. 
 
Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage in or refrain from 
engaging in any transaction. The Argonaut Group and/or its associates, including ASPL, officers or employees may have interests 
in the financial products or a relationship with the issuer of the financial products referred to in this report by acting in  various 
roles including as investment banker, underwriter or dealer, holder of principal positions, broker, director or adviser. Further, 
they may buy or sell those securities as principal or agent, and as such may effect transactions which are not consistent with the 
recommendations (if any) in this research.  The Argonaut Group and/or its associates, including ASPL, may receive fees, 
brokerage or commissions for acting in those capacities and the reader should assume that this is the case. 
 
There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even 
become valueless. International investors are reminded of the additional risks inherent in international investments, such as 
currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the 
investment. 
 
The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s overall 
revenues. 
 
Copyright 
© 2021.  All rights reserved. No part of this document may be reproduced or distributed in any manner without the written 
permission of Argonaut Securities Pty Limited.  Argonaut Securities Pty Limited specifically prohibits the re-distribution of this 
document, via the internet or otherwise, and accepts no liability whatsoever for the actions of third parties in this respect. 
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