
 

 

 

 

 

 

 

Renascor Resources Ltd – creating scale with Arno 

 

Over the last six months Renascor Resources Limited (RNU) has turned its focus to 
graphite with immediate success. Its most recent acquisition, the Arno Graphite Project, 
located within the Eyre Peninsula of South Australia, is already exhibiting a number of 
appealing attributes. These include the size and upside potential of the resource, the 
shallow and flat orientation of the resource and the preliminary metallurgical test work 
which indicates the potential to recover economic volumes of coarse flake graphite 
concentrates. For these reasons we have initiated coverage on RNU with a speculative 
buy rating and a valuation of $0.06 using in-situ valuation methodologies for it primary 
asset, the Arno Graphite Project.  

Since gaining access to the property in December 2015 RNU completed a 1,550m, 24-hole 
reverse circulation drill program to test for extensions to the high-grade graphite 
mineralisation already identified at Arno. This program confirmed an extensive, near-
surface, high-grade graphite zone within a strong EM conductive anomaly and resulted in 
a JORC compliant mineral resource at the Siviour deposit measuring 16.8Mt @ 7.4% total 
graphitic carbon (TGC) for 1.2Mt of contained graphite (above a cut-off grade of 3% TGC), 
including a high-grade zone of 5.9Mt @ 10.0% TGC for 590kt.  

In addition to the Total Mineral Resources, an Exploration Target for Siviour of an 
additional 12Mt to 15Mt at an average grade between 7.0% and 7.5% TGC, equating to 
between 840kt to 1.13Mt of contained graphite has been estimated. 

RNU is now planning to commission a scoping study on the viability of establishing 
commercial production of the Siviour Mineral Resource within the Arno Graphite Project. 
This will include comprehensive mineral processing test work, commencing with sighter 
test work to determine the appropriate parameters for flow-sheet determination. RNU 
also expects to undertake further exploration drilling to expand the Mineral Resources 
into the Exploration Target area and the areas immediately north of the Inferred Resource 
and adjacent to the Paxtons prospect. 

VALUATION  
 

Given the defined attributes of the Arno Graphite deposit, we believe that RNU may be 
worth at least the current average in-situ value of its resource. This implies a fair value for 
RNU of $0.06/share to $0.07/share, with the potential for further upside if the company 
expands the resource by drilling the EM anomaly between the Siviour and Paxton deposits 
as planned.  

We believe that RNU is also undervalued 
when compared to the other graphite 
companies operating in the Eyre 
Peninsula of South Australia. There are 
three other companies with smaller 
resources, significantly shorter strike 
lengths and vertical to sub-vertical 
orientated deposits implying smaller 
open cut mining opportunities at higher 
strip ratios. These companies currently 
have measured and indicated resources 
with an implied value of $45/t - $60/t, 
materially higher than the $6.60/t 
attributed by the market to RNU’s 
measured and indicated resources.  
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INVESTMENT THESIS 

 

Renascor Resources Limited (RNU) is an ASX listed company focused on near-term mineral development opportunities. It has 
a number of projects located in South Australia and Western Australia. South Australia in particular is a region that the 
management of the company has extensive experience discovering and developing economic deposits. Over the last six 
months RNU has turned its focus from projects prospective for gold, base metals and uranium to a number of graphite 
projects. 

RNU's most recent and most prospective acquisition is the Arno Graphite Project, located within the Eyre Peninsula of South 
Australia. Since gaining access to the property in December 2015, RNU has completed a 1,550m, 24-hole reverse circulation 
drill program to test for extensions to the high-grade graphite mineralisation already identified at Arno. This program 
confirmed an extensive, near-surface, high-grade graphite zone within a strong EM conductive anomaly and resulted in a 
JORC compliant mineral resource at the Siviour deposit that remains open along strike. 

At this stage of development there are already a number of appealing attributes of the resource that we believe are yet to 
be reflected in the value of the company. These attributes include: 

1. The size and upside potential of the resource 
2. The resource is contained in a single deposit 
3. The shallow and flat orientation of the resource 
4. Preliminary metallurgical test work 

We believe that RNU is trading at a significant discount to its peers despite having a bigger or better quality resource and is 
potentially the most commercially viable graphite deposit outside of East Africa. It is reasonable to expect RNU to be trading 
at least in line with the average in – situ valuation of its peers. It is for these reasons we are initiating coverage of RNU with a 
Speculative Buy recommendation and a price target of $0.06/share. 

The first chart below depicts the size (x-axis in million tonnes) and grade (y-axis) of the ASX listed companies with defined 
graphite resources and the bubble size represents the enterprise value of the company. As obviously depicted there is only 
one company with a huge deposit with greater than 10Mt of contained graphite, SYR with 128Mt from 1.2Bt at a grade of 
10.8%. One the second chart below we dialled into the smaller end of the group and focused on companies with measured 
and indicated resources. We have excluded the two companies with deposits with greater than 4Mt of contained graphite, 
SYR and MNS. As shown in this chart RNU has a significantly smaller enterprise value compared to its peers despite a 
comparable resource in terms of size and grade. Given the drilling results to date it is realistic to see RNU not only increasing 
the size of the resource but moving a significant portion of the current inferred resource and any new resources into these 
higher confidence categories.  

 

 

VALUATION 

 

RNU has quickly defined the attractive and scalable attributes of the Arno Graphite deposit. However, due to the early stage 
of development we believe that the implied in-situ value of the deposit highlights the undervalued nature of the company. 
We have identified twelve companies listed on the ASX with defined graphite resources. Within this group in-situ values of 
total resources defined to date range from $1.20/t to $26/t of contained graphite with an average value of approximately 
$11/t. All the companies in the group, with the exception of one, have some of the defined resource in the measured and/or 
indicated categories and these are valued from $2.50/t to $60/t of contained graphite with an average value of approximately 
$30/t.  
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Given the defined attributes of the Arno Graphite deposit we believe that RNU is worth at least the current average in-situ 
value for its resource. This implies a fair value for RNU of $0.06/share to $0.07/share, with the potential for further upside if 
the company expands the resource by drilling the EM anomaly between the Siviour and Paxton deposits as planned. 

We believe that RNU is also undervalued when compared to the other graphite companies operating in the Eyre Peninsula of 
South Australia. There are three other companies with smaller resources, significantly shorter strike lengths and vertical to 
sub-vertical orientated deposits implying smaller open cut mining opportunities at higher strip ratios. These companies 
currently have measured and indicated resources with an implied value of $45/t - $60/t, materially higher than the $6.60/t 
attributed by the market to RNU’s measured and indicated resources. 

 

THE ARNO GRAPHITE PROJECT 

 

During December 2015, RNU entered into a binding agreement that grants RNU an option to acquire 100% of the issued 
capital of Eyre Peninsula Minerals Pty Ltd (EPM), an unlisted company that has an option to acquire the Arno graphite project 
located in South Australia’s Eyre Peninsula. The project tenements consist of three granted exploration licences, ELs 5618, 
5204 and 5496 and one application, ELA 2015/107, covering 1,372km2 located approximately 500km by road from Adelaide 
and 100km from Port Lincoln. 

 

The potential of the Arno graphite project as a large tonnage, high quality graphite deposit was evident in the eight holes 
previously drilled in the targeted graphite zones. All holes drilled by EPM had high-grade, coarse-flake graphite intersections 
and showed a strong correlation with well-defined conductivity zones over 5km strike-length. 
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This prompted RNU to complete a 1,550m, 24-hole reverse circulation drill program. The program confirmed an extensive, 
near-surface high-grade graphite zone within a strong EM conductive anomaly. Long intervals of shallow, high-grade graphite 
were intersected at Siviour in 19 holes over four north-south oriented traverses drilled at approximately 200m intervals and 
it was concluded that the Siviour deposit is shallow, tabular and near flat-lying, with most of the graphite mineralisation 
occurring beneath only 10m to 25m of surface cover.   

 

Initial Resource 

The results at Siviour, including five holes that were previously drilled, intersected numerous intervals of shallow, high-grade 
graphite. This enabled independent mining consultancy group, Optiro to estimate a JORC compliant Indicated and Inferred 
Resources measuring 16.8Mt @ 7.4% total graphitic carbon (TGC) for 1.2Mt of contained graphite (above a cut-off grade of 
3% TGC), including a high-grade portion of 5.9Mt @ 10.0% TGC for 590kt of contained. This is a significant mineral inventory 
to support a 40ktpa operation for a number year with the westernmost section of the Indicated Resource, showing a thick, 
shallow graphite-mineralised zone that is near flat lying over the southern and central portions of the prospect before dipping 
gently to the north. Ideal for a low cost mining operation. 

 

 

Siviour is presently the largest reported graphite Mineral Resource in Australia and RNU has significant scope to increase and 
upgrade the resource. In addition to the Total Mineral Resources, Optiro has estimated an Exploration Target of an additional 
12Mt to 15Mt at an average grade between 7.0% and 7.5% TGC, equating to between 840kt to 1.13Mt of contained graphite.  

Initial met and petrological testing 

In addition to the drilling, EPM conducted some preliminary flotation tests 
in 2014 on a sample from one hole drilled on the eastern margins of the 
Paxtons prospect, which is part of the current exploration target. ALS 
Metallurgy performed bench flotation and gravity tests over a 2.5kg core 
sample, obtaining graphite recovery of 87% and producing 93% purity of 
concentrates with flake size up to 600µm.  
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As an initial step to confirm that the graphite mineralised zones at Siviour 
have the potential to produce economic quantities of coarse flake graphite 
in concentrate RNU commissioned the petrographic analysis of nine 
samples from four of the recently completed RC drill holes at Siviour. These 
were examined by Pontifex and Associates. Photomicrographs from these 
samples confirmed the presence of flake graphite with lengths up to 
1,600µm and over 60% of flakes with lengths greater than 500µm. RNU 
recognises that the proportion of coarse flake graphite will be diminished in 
mineral processing but it is very encouraging that the deposit has such a 
high portion of coarse flake graphite to work with, as the value of in-situ 
coarse-flake graphite compares favourably with more advanced graphite 
projects that have demonstrated significant coarse flake graphite in 
concentrate  

Next steps 

RNU plans to commission a scoping study on the viability of establishing commercial production of the Siviour Mineral 
Resources. This will include comprehensive mineral processing test work, commencing with sighter test work to determine 
the appropriate parameters for flow-sheet determination. RNU also expects to undertake further exploration drilling to 
expand the Mineral Resources into the Exploration Target area and the areas immediately north of the Inferred Resource and 
adjacent to the Paxtons prospect.  

Acquisition details 

RNU has entered into a binding agreement that grants RNU an option to acquire 100% of the issued capital of Eyre Peninsula 
Minerals Pty Ltd (EPM), an unlisted company that has an option to acquire a 100% interest in the Arno graphite project and 
other exploration licences located in South Australia’s Eyre Peninsula, subject to issuing 22% of the issued capital in the entity 
holding the project (as described below). 

 

THE MUNGLINUP GRAPHITE PROJECT 

 

Last year RNU acquired Sol Jar Property Pty Ltd, the owner of the Munglinup 
project tenements in Western Australia for 18m shares and 4m options 
exercisable at $0.03 per option and expiring 30 September 2016.  

The Munglinup project is a highly prospective graphite-nickel sulphide project, 
with several significant mineral deposits adjacent or proximate to the project 
area, including the Halbert’s graphite deposit, a high-grade, coarse flake graphite 
deposit currently being developed by unlisted Gold Terrace Pty Ltd, First 
Quantum Mineral Limited’s Ravensthorpe nickel mine, located approximately 
40km to the west of the project area, and Poseidon Nickel Limited’s Maggie Hays 
and Emily Ann nickel sulphide deposits, located approximately 50km to the 
north. 

 

RNU
Eyre Peninsula 

Minerals 
(EPM)

Arno Graphite 
Project

Vendor is effectively free 
carried to a Bankable 

Feasibilty Study and then 
has the right to maintain a 

22% interest in the 
vehicle conatining the 
asset (RNU or NewCo)

RNU can acquire 100% of EPM after 

1. Spending $400k on 
exploration 

2. Issue 38.7m RNU shares 
3. Issue $2.04m worth of RNU 

shares and 15m options 
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THE GRAPHITE MARKET 

 

Supply 

The graphite market is estimated to be approximately 2Mtpa which is spilt approximately 50:50 between synthetic graphite 
and natural graphite. The natural graphite market is generally broken into flake (55%), amorphous (44%) and vein (1%) and 
China dominates the supply of both Amorphous and Flake graphite (≈ 70%) with Brazil being the next biggest supplier (≈ 15%), 
while Sri Lanka dominates the supply of Vein graphite. There have been some mine closures reported in China and the 
proportion of idle capacity has increased. This is mainly amorphous grade graphite, the area we expect to be most price 
sensitive in the future as Chinese mines reportedly lack significant large and jumbo flake production capacity.  

The graphite market has not changed much in the last decade and graphite plants have historically tended to be small scale, 
mainly around 5-10ktpa. However, the supply side of the market is going to go through some major adjustment with Syrah 
Resources (SYR) Balama project due to begin production in 2017 and supply over 300ktpa of graphite when at full capacity.  

Demand 

The expected increase in supply from Balama and other companies 
developing natural graphite deposits around the world are going to 
have a major impact on how we view natural graphite demand as it will 
make a number of structural shifts in the demand profile. The demand 
for natural flake graphite continues to be driven by its use in the steel 
sector, which has eased recently. However, graphite has a wide variety 
of uses and its unique combination of physical and chemical properties 
generally excludes the possibility of substitution by other materials. 
And just as a structural shift in the supply of natural graphite is occurring 
a structural shift in demand is also developing with the potential of the 
lithium-ion battery (for EV and Battery Storage) and applications 
involving expandable graphite are beginning to develop.   

The market  

The graphite market is an opaque market with sales contracts directly negotiated between buyers and sellers with no 
secondary markets for these contracts. The contract define the volume and specifications of products designed specifically 
for its intended end use. Carbon content and flake size are the material parameters with flake size and distribution, iron, 
silicon and ash content also impacting the price which is essentially based on the suitability to a specific use or stage of 
processing. Physical prices will also vary according to geographic region and will take into account the quantity purchased, 
application, quality assurance, exact grade, credit terms, and other parameters. 

 

BOARD OF DIRECTORS AND MANAGEMENT  

 

Non-Executive Chairman - Stephen Bizzell 

Stephen is Chairman of boutique corporate advisory and funds management group Bizzell Capital Partners. He is highly 
experienced in the fields of corporate restructuring, debt and equity financing, mergers and acquisitions and has over 20 
years’ corporate finance and public company management experience in the resources sector in Australia and Canada. 
Stephen was previously an Executive Director of Arrow Energy from 1999 to until its acquisition in 2010 by Royal Dutch Shell 
and PetroChina for $3.5 billion. Stephen spent his early career in the corporate finance division of Ernst & Young and the tax 
division of Coopers & Lybrand and qualified as a chartered accountant.  He is also a director of Laneway Resources Ltd, Diversa 
Ltd, Stanmore Coal Ltd, Armour Energy Ltd and UIL Energy Ltd.  

Managing Director - David Christensen 

David is an experienced mining executive, with recent successful experience managing exploration, mining and marketing 
operations. Prior to founding the Company, David served as Chief Executive Officer of Adelaide-based companies, Heathgate 
Resources Pty Ltd and Quasar Resource Pty Ltd.  While at Heathgate and Quasar, his responsibilities included overseeing 
Australian operations, including the Beverley uranium mine, the discovery and development of the Four Mile deposit and 
numerous joint ventures. David’s experience also includes serving as President of Nuclear Fuels Corporation, a trading and 
marketing company. David commenced his career as an attorney in California and London offices of international law firm 
Latham & Watkins, where he advised on corporate finance and mergers and acquisitions.  David was educated at Cornell 
University (BA, Economics and Classical Civilizations), the University of California, Los Angeles (JD) and the Universitá di 
Bologna (Fulbright Fellow). 
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Executive Director - Geoff McConachy 

Geoffrey McConachy is an accomplished geologist with over thirty years of Australian and international experience in the 
mining industry assessing a wide range of commodities.  Prior to joining the Company, Geoffrey worked for Heathgate 
Resources Pty Ltd and Quasar Resources Pty Ltd, where his roles included Managing Director, Exploration.  While at Heathgate 
and Quasar, Geoffrey led the exploration and development team in the discovery, definition and evaluation of four uranium 
deposits including the Four Mile deposit. His experience includes instrumental roles in the discovery of the Fosterville gold 
deposit in Victoria and the Potosi base metal deposit in New South Wales.  Geoffrey is a fellow of the Australasian Institute 
of Mining and Metallurgy and a former Director of the Uranium Information Centre. 

Non-Executive Director - Andrew Martin 

Andrew is an executive with Deutsche Bank and has worked in a banking or advisory capacity for over 15 years, generally 
within the infrastructure, utilities and natural resources sectors. Andrew has a Bachelor of Economics (Hons) from the 
University of Sydney and is a founder and Alternate Director of ASX listed Stanmore Coal Limited (having been a Director from 
2009 to 2014) and unlisted St Lucia Resources International Pty Limited. 

Non-Executive Director - Chris Anderson 

Chris is an experienced geophysicist with over 30 years in mineral exploration in Australia and abroad. His experience includes 
an instrumental role in the 2005 discovery of the Carrapateena copper-gold-uranium mine in South Australia and acting as 
Placer Pacific’s Exploration Manager for Eastern Australia, where he was instrumental in the discovery of the Kalkaroo copper-
gold-molybdenum deposit in South Australia. He conducted geophysical interpretation in Zambia for Equinox Resources Ltd., 
and contributed to the discovery of the one million ounce Gokona gold deposit in Tanzania for North Mara Gold Mines. Chris 
is a graduate of Adelaide University (BSc, Geology and Geophysics) (Hons), and is a fellow of Australasian Institute of Mining 
and Metallurgy. 

Chief Financial Officer and Company Secretary - Angelo Gaudio 

Angelo has significant experience in senior financial positions within the resource sector.  Prior to joining the Company in 
2011, he served as Vice President, Finance and Administration with Heathgate Resources Pty Ltd, for which he managed 
accounting, financial affairs and procurement since the inception of the Beverley uranium mine in 1999.  Angelo is a qualified 
accountant with over thirty-five years of finance, management and accounting experience.  His expertise includes corporate 
finance, risk management and financial reporting, as well as corporate development and Native Title relations.  Angelo is a 
Fellow of the Institute of Public Accountants and a Certificated member of the Governance Institute of Australia. 
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Disclaimer 

Whilst BCP Equities Pty Ltd ABN 49 145 857 512, its related entities, associates and each of their respective directors, officers, employees, contractors and agents (together 
the ‘BCP Group’) believe the information contained in this communication is based on reliable information, no guarantee or warranty is given as to its accuracy, reliability 
or completeness and persons relying on this information do so at their own risk.  

Any advice contained in this document is general advice. It has been prepared without taking account of any person’s objectives, financial situation or needs and because 
of that, any person should, before acting on the advice, consider the appropriateness of the advice, having regard to the client’s objectives, financial situation and needs.  

This report does not constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever. 
Any issue or recommendation contained herein may not be suitable for all investors. BCP Group are not obliged to update you if the information or its advice changes.  

Any projections contained in this communication are estimates only. Such projections are subject to market influences and contingent upon matters outside the control 
of the BCP Group and therefore may not be realised in the future. 

Before making an investment decision an individual should assess whether it meets their own needs and consult a financial advisor (and other professional advisors as 
needed) and the product disclosure statement/ prospectus in respect of the financial product. 

To the maximum extent permitted by law, BCP Group disclaims all liability to any person relying on the information contained in this communication in respect of any loss 
or damage (including consequential loss or damage) however caused, which may be suffered or arise directly or indirectly in respect of such information.  

Disclosure of interests 

BCP Group is associated with Mr Stephen Bizzell, a director of RNU. BCP Group advises that at the date of this report, that it holds interests in RNU. BCP Group advises that 
it may earn brokerage, commission, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or dealing by a client in 
RNU’s securities. BCP Group considers that such arrangements have been entered into on an arm’s length basis and on usual commercial trading terms. Some or all of BCP 
Group’s Authorised Representatives of BCP Groups may be partly or wholly remunerated by way of commission.  

BCP Group has been engaged by RNU to produce this research report and is being paid a fee for its preparation. In the future, BCP Group may provide capital raising 
services or advisory services to RNU on commercial terms. 

Analyst certification 

The analyst certifies that the views expressed in this research accurately reflect their personal views about the subject securities. 
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