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RESEARCH INTO THE
FINANCIAL HEALTH
OF AUSTRALIANLISTED EXPLORERS:
QUARTER ENDED 31
MARCH 2022
Exploration sector activity has slowed following
a record high finish to the 2021 calendar year, but
explorers remain cashed-up for the future

Total financing cash inflows
decreased by 45% from the
December 2021 quarter, but
cash positions remain healthy in
comparison to historical averages;

Total exploration spending
decreased by 14% to $832 million,
but this continues to remain higher
than historical levels; and

Initial Public Offering (‘IPO’) activity
has slowed, with only 16 newlylisted companies, compared to 40 in
the previous quarter.
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BDO’s report on the financial health and cash position of
Australian-listed explorers for the March quarter of 2022
(based on quarterly Appendix 5B reports lodged with the
Australian Securities Exchange (‘ASX’)) provides mixed signals
for the exploration sector, with evidence of a slowdown
in activity across exploration, investment and financing.
However, this comes with a significant caveat in that the
slowdown is relative to the record levels witnessed in the
December 2021 quarter.
The largest decline was observed in the level of financing cash
inflows, which decreased by 45% from $3.75 billion in the
December 2021 quarter to $2.07 billion in the March 2022
quarter. This was mainly driven by the reduced number of
large capital raisings undertaken over the March 2022 quarter,
which we note to be consistent with historical seasonality
whereby fundraising activity tends to reduce at the start of
the calendar year. In particular, the number of companies that
raised funds of $10 million or more (which we have termed
‘Fund Finders’) reduced from 71 in the December 2021 quarter
to 44 in the March 2022 quarter. Despite this decrease, the
average financing inflow per explorer for the March 2022
quarter still exceeded historical averages, up 11.4% compared
to the average since the March 2017 quarter.
We also observed the continued strength of the sector’s cash
position, with 87% of exploration companies reporting cash
balances of $1 million or more, a notable increase from the
69% average since the March 2017 quarter. This shows that
the decrease in financing cash flows may not necessarily be a
sign of capital markets turning, but likely represents the strong
cash position of explorers, who may be clicking over into
spending mode. Although this is not immediately reflected
in the level of total exploration spend, with total exploration
expenditure decreasing by 14% to $832 million in the March
2022 quarter, the proportion of companies that have spent $1
million or more was 29%, up from a 3 year historical average
of 21%.

We note that despite the decline in exploration spend (on an
aggregate basis) for the quarter, this still represents the third
highest exploration spend recorded by the sector as a whole
since the June quarter of 2014.
Net investing outflows also decreased from $1.00 billion
in the December 2021 quarter to $651 million in the March
2022 quarter, which represented a 35% decline. However,
when adjusting the December 2021 quarter for the $290
million invested by Liontown Resources Limited (‘Liontown
Resources’) into term deposits, net investing outflows instead
showed a more modest decline of 9%.
The number of companies that lodged Appendix 5Bs in
the March 2022 quarter increased to 750, up from the
740 reporting companies in the December 2021 quarter. A
key observation was the reduced number of newly-listed
exploration companies in the March 2022 quarter, indicative
of a slowdown in IPO activity. 16 companies that recently
completed an IPO lodged an Appendix 5B for the first time in
the March 2022 quarter, which is significantly lower than the
40 new companies in the December 2021 quarter and 32 new
companies in the September 2021 quarter.
The results for the March 2022 quarter provides some
evidence that activity within the sector has slowed, but BDO
considers that it is still too early to conclude on whether
the period of strong performance has now ended. Explorers
are evidently still well-funded for future operations and the
outlook on financing remains positive. However, against
a backdrop of geopolitical risk, high inflationary pressures
and rising interest rates, it is possible that capital markets
will gradually become more selective in where funds are
allocated. BDO continues to believe that the global push
towards environmental, social and governance (‘ESG’) is a key
differentiating factor for exploration companies, and that those
with a strong ESG value proposition will remain ahead of those
who are unable to adapt (see BDO Insight on page 20).
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FINANCING CASH FLOWS
Furthermore, the number of Fund Finders has also reduced from 71 companies in the
December 2021 quarter to only 44 companies this quarter. Fund Finders are companies
that recorded debt and equity raises of $10 million or more and for the March 2022
quarter, these companies contributed to 72% of total financing cash inflows, compared
with 79% in the December 2021 quarter (see Fund Finder section on page 8).
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As discussed in our previous issue, the main drivers for the record level of fundraising in the
December 2021 quarter were the significant number of substantial capital raises that were
intended to fund project development and strategic investment, as well as an unprecedented
number of exploration IPOs. This trend slowed in the March 2022 quarter as can be seen from
the chart opposite, which shows that the proportion of companies having raised funds of over
$1 million declined from 33% to 25% in the March 2022 quarter.

Percentage of all exploration companies

Financing cash inflows for the March 2022 quarter of $2.07 billion represented a 45% decrease
from the record $3.75 billion raised in the December 2021 quarter. This represents a return
to late-2020 levels when capital markets bounced back from the COVID-19 “dip”. Although
offset by a lower level of financing cash outflows, net financing cash flows still recorded a 37%
reduction from the December 2021 quarter to $1.83 billion.
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The long term graph below illustrates that the decline in financing inflows for the March 2022 quarter
was significant but not surprising. Since the December quarter of 2014, financing cash inflows have
demonstrated a seasonal trend, whereby funding tended to be lower in the March quarters in comparison
to other periods. The only exception to this was the March 2021 quarter when explorers took advantage
of the booming capital markets to raise funds following the rapid recovery after the COVID-19 outbreak.
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Another key observation with regard to financing
cash flows was the higher proportion of
companies that did not record any cash inflows
over the March 2022 quarter. As seen from the
graph opposite, 34% of exploration companies
reported nil net financing cash flows, an increase
from the 26% in the December 2021 quarter and
the levels observed in the previous five quarters.
This is a testament to the continued strength
in the cash position of the sector, which has
subdued the urgency to raise capital over the
March 2022 quarter.
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MARCH 2022 QUARTER
CASH POSITION
Explorers continued to remain “cashed-up” in the March 2022 quarter with 87% of exploration
companies reporting a cash balance of over $1 million as at 31 March 2022, an increase from the
69% average since the March 2017 quarter. This was largely consistent with the December and
September quarters of 2021 and is higher than historical averages.
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The long-term graph below further demonstrates that the current cash position remains at one of the strongest
levels observed since we commenced our analysis in June 2013.
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Further analysis into these cash balances shows a slight decrease in the proportion of explorers with cash
balances in excess of $4 million, but this was partially offset by an increase in the proportion of explorers with
cash balances between $2 million and $4 million.
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future operations, which continues to affirm the positive outlook of
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FUND FINDERS
In the March 2022 quarter, 44 companies successfully raised capital of $10 million or more,
which though a far cry from the record 71 companies in the December 2021 quarter, is
still consistent with the average number of Fund Finders for the previous eight quarters
of 44. Of the 44 Fund Finder companies in the March 2022 quarter, there were nine gold
companies, six lithium companies, four oil & gas companies, and four uranium companies.
The remaining 21 companies were split across 14 different commodities most notably,
copper, nickel, rare earth metals and coal.
As seen in recent quarters, battery minerals continued to attract funding, with the top two
Fund Finders for the March 2022 quarter poised to play a significant role in the battery
manufacturing supply chain.
Syrah Resources Limited (‘Syrah’) had the largest financing inflow for the March 2022
quarter, raising US$180 million ($240.57 million when converted at prevailing exchange
rates at 31 March 2022) largely through an institutional placement and retail entitlement
offer. The funds raised have been primarily allocated to the expansion of its Vidalia Anode
Facility in the United States. The facility is set to form part of the company’s vertically
integrated graphite anode material production, supplying anodes that are used in the
manufacturing of electric vehicle (‘EV’) batteries.
In distant second place, Jervois Global Limited (‘Jervois’) reported financing inflows of $102
million for the March 2022 quarter, following the $77 million raised during the December
2021 quarter. The funds were drawn down from a bond offering and are intended to be put
towards the construction of Jervois’ Idaho Cobalt Operation. Based in the United States,
the operation is being constructed to supply cobalt to domestic energy, defence and
EV industries.
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The top 10 largest fund raises of the March 2022 quarter are set out below:
Company Name

Commodity

Mechanism of Raising

Syrah Resources Limited

Graphite

$240.57 million* in proceeds from the issue of equity securities

Jervois Global Limited

Cobalt

$101.86 million in proceeds from borrowings and
$0.30 million in proceeds from exercise of options

Strandline Resources Limited

Mineral Sands

$92.95 million in proceeds from borrowings and
$0.01 million from other means

Boss Energy Limited

Uranium

$92.07 million in proceeds from the issue of equity securities

Centaurus Metals Limited

Nickel

$75.00 million in proceeds from the issue of equity securities

Develop Global Limited

Copper-Zinc

$50.01 million in proceeds from the issue of equity securities and
$0.16 million in proceeds from the exercise of options

Galena Mining Limited

Diversified Metals

$49.61 million in proceeds from borrowings and
$0.03 million from other means

Lake Resources NL

Lithium

$39.00 million in proceeds from the issue of equity securities and
$7.89 million in proceeds from the exercise of options

Pantoro Limited

Gold

$45.00 million in proceeds from the issue of equity securities and
$1.75 million in proceeds from the exercise of options

Hastings Technology Metals
Limited

Rare Earth Metals

$40.00 million in proceeds from the issue of equity securities and
$4.47 million in proceeds from the exercise of options

*Foreign-currency denominated inflows converted using the relevant exchange rate as at
31 March 2022
Equity continues to be the primary source of investment for explorers, accounting for 73%
of Fund Finder funds raised in the March 2022 quarter.
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FINANCING INFLOW
BY COMMODITY
– FUND FINDERS –
MARCH QUARTER
2022
Surpassing gold for the March 2022 quarter, graphite has
claimed financing inflow dominance, driven by a single
graphite explorer, Syrah. However, when considering
Fund Finder commodities that comprised of more than
one company, gold was unsurprisingly the highest raising
Fund Finder, with nine gold explorers raising $214 million
during the quarter.
Not often a prominent Fund Finder commodity, uranium
(consisting of four companies) managed to raise a
combined $161 million in the March 2022 quarter. For
context, this represents a significant increase from
the $55.85 million of total funds raised by uranium
Fund Finders for the entire 2020 calendar year and
$58.49 million from the December 2021 quarter. The
capital raised during the March 2022 quarter was
generally targeted toward the development of projects
(construction) and to fund exploration activities. The
backing of funds for uranium explorers is motivated in a
similar vein to the clean energy drive of battery minerals.
The desire to move to carbon free energy sources to
combat climate change has given nuclear power, and
hence uranium, a boost.

FINANCING INFLOW BY COMMODITY- TOP 44 EXPLORERS MARCH QUARTER 2022
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EXPLORATION
EXPENDITURE
Total exploration expenditure slowed through the March 2022 quarter, down 14% from an eight-year
high of $973 million in the December 2021 quarter. Despite this decline, the $832 million spent this
quarter still represents the third highest exploration spend since the June quarter of 2014, exceeded only
by the prior December and September quarters of 2021.
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As seen from the long-term chart below, there has been
an increasing trend in exploration spending since the
lowest point in the March 2016 quarter, when explorers
recorded a total exploration spend of $267 million.
This trend has been particularly prominent over recent
quarters as the explorers that have taken advantage of
the favourable capital raising conditions since late 2020
are now investing this capital into the ground.
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The graph below shows that the number of companies undertaking exploration spends within
tranches of $100k and above were higher in the March 2022 quarter than the corresponding two-year
averages. When compared to the December 2021 quarter, growth can be observed at the smaller end
of the market with more companies undertaking exploration spends between $100k and $1 million.
Conversely, the main driver of the decrease in total exploration expenditure appeared to stem from the
larger end of the market, with a decrease in the number of companies undertaking large exploration
spends of over $4 million.
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The largest exploration spend was recorded by gold explorer and developer, De
Grey Mining Limited (‘De Grey’). The total exploration spend of $22.7 million was
primarily put towards resource definition drilling to support an upcoming mineral
resource estimate and pre-feasibility study for the company’s Mallina Gold Project,
located in Western Australia (‘WA’).
Gold explorers typically make up the largest proportion of the top 10 exploration
spends within a quarter. However, in the March 2022 quarter, oil and gas companies
appeared to be more active, with six oil and gas companies within the top 10
exploration spends. It is worth noting that the second, third and fourth largest
exploration spends were undertaken by oil and gas companies, namely FAR Limited
(‘FAR’), Carnarvon Energy Limited (‘Carnarvon Energy’) and 88 Energy Limited (‘88
Energy’). This may have been driven by the spike in energy prices witnessed over the
March 2022 quarter primarily resulting from Russia’s invasion of Ukraine in February
2022.
We expect that the growth in exploration activity will continue in light of strong
cash positions and the higher number of listed exploration companies, but note that
this growth may continue to be constrained by the availability of resources and a
shortage of skilled labour.
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NET INVESTING CASH FLOWS
In a similar fashion to what we observed in the March 2021 quarter, net investing outflows in the March
2022 quarter appeared to show a substantial decline of 35% from $1.00 billion in the December 2021
quarter to $651 million in the March 2022 quarter.
We noted for the March quarter of 2021 that the extent of the decline in net investing outflows did not
account for a significant investment spend recorded by Karoon Energy Limited (‘Karoon Energy’) of $202
million, which contributed to approximately 38% of total net investing outflows for the December 2020
quarter prior.
Similarly, we highlighted in our last issue that a significant portion of investing outflows for the December
2021 quarter was attributable to Liontown Resources relating to the transfer of $290 million into term
deposits. When excluding this outflow as an outlier, net investing cash outflows showed a 9% decrease from
the adjusted $712 million in the December 2021 quarter. Albeit a decrease, the level of investment spending
is still relatively strong in the context of the last two years, since being subdued through 2020 and early
2021 due to economic uncertainty and travel restrictions stemming from the global pandemic.
For consistency across all quarters, we note that our analysis of net investing cash flows for the March 2022
quarter excludes exploration and evaluation expenditure that is capitalised. We have instead included this under
exploration expenditure.
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As expected, seven of the top 10 largest net investing outflows were made up of battery minerals and gold
explorers. This affirms the continuation of project development and consolidation activity that we have
observed within these sectors in recent quarters.
Also within the top 10 were two mineral sands companies, Strandline Resources Limited (‘Strandline’) and
Image Resources NL (‘Image’), who recorded a combined net investment spend of $102 million for the
quarter. Strandline has placed in the top 10 investment outflows for the past three quarters, totalling an
investment spend of $176 million across this period. This was largely in relation to the procurement and
construction of Strandline’s Coburn Mineral Sands Project.
When considering the sector as a whole, there is evidence of a slowdown in investment spending with
the proportion of companies recording nil net investing cash flows increasing from 32% in the December
2021 quarter to 36% in the March 2022 quarter. Similarly, the proportion of companies with net investing
outflows reduced by 2%.
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As seen from the chart below, this slowdown appears
to be less evident at the larger end of the sector, where
there was actually a higher proportion of companies
that recorded net investing outflows of over $750k. This
might indicate a higher level of confidence of larger
industry players that have continued to put funds toward
development and strategic acquisitions and is also
likely a reflection of the healthy cash positions of these
companies.
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ADMINISTRATION
EXPENDITURE
Total administration expenditure (comprising mainly
of listing fees, professional fees, director fees and other
corporate costs) recorded an 11% decrease in the
March 2022 quarter to $253 million, while average
administration expenses incurred by exploration
companies also decreased from $0.38 million in the
December 2021 quarter to $0.34 million.
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This level of administration spend was still 25% higher
than the two-year average of $203 million, linked to
the increased level of exploration activity, capital raises,
and listings, which have resulted in higher corporate
expenses. Furthermore, the prevalence of corporate
skilled labour shortages continues to place upward
pressure on the remuneration of corporate staff for
retention purposes as well as fees paid to external
advisers. Further, as inflationary expectations persist,
other costs such as office rent which may be indexed
to inflation are likely to increase, which will continue
to bolster the levels of administration expenditure.
It is also likely that the reintroduction of global and
interstate travel (albeit on a reduced scale compared
to pre-pandemic levels) is likely to increase over the
coming quarters, which is another factor that is likely
to contribute to sustained levels of administration
expenditure.

ADMINISTRATION EXPENDITURE ($M)

Total Administration Expenditure ($M)

This trend is in line with the cyclical nature of
administration spending observed over the last four years,
for which administration expenditure tends to be lower in
the March and June quarters and higher in the September
and December quarters.
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NUMBER OF COMPANIES
LODGING APPENDIX 5B REPORTS:
JUNE 2013 – MARCH 2022
The number of ASX-listed exploration companies continued to grow in the March 2022 quarter,
albeit at a slower rate, with 750 companies lodging an Appendix 5B. This represents an increase
of 10 companies from the 740 in the previous December 2021 quarter. This is a relatively small
increase when compared to the increments of 36 and 26 in the December and September
quarters of 2021 respectively.
The slowing of the growth in the number of exploration companies was expected following an
unprecedented number of new listings in the December 2021 quarter as the sector “rushed” to
complete IPOs by the end of year Christmas break.
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As noted in previous quarters, there has been a declining trend in the number of companies
lodging an Appendix 5B since June 2013. In June 2013 (when we commenced our analysis),
there were 860 companies that lodged quarterly cash flow reports, with a peak over the period
of 865 companies in September 2013. This was before the sharp decline from the June 2014
quarter to the December 2016 quarter, when we observed many exploration companies either
being delisted or being used as listing vehicles for backdoor listings, primarily by technology and
biotechnology companies.
However, since the September 2020 quarter, we have observed a reversal of this trend due to
the surge in the number of IPOs by exploration companies on the ASX, which was supported by
favourable financial conditions coupled with strong commodity prices.
There were 16 companies that recently completed IPOs and lodged an Appendix 5B for the first
time during the March 2022 quarter:
• Belararox Limited

• Many Peaks Gold Limited

• SensOre Limited

• ChemX Materials Limited

• Nico Resources Limited

• Stelar Metals Limited

• Cosmo Metals Limited

• Norfolk Metals Limited

• Vertex Minerals Limited

• Far East Gold Limited
• Felix Gold Limited

• Omnia Metals Group
Limited

• Viridis Mining and
Minerals Limited

• Killi Resources Limited

• Pinnacle Minerals Limited

• WA1 Resources Limited.

We note that this is significantly lower than the 40 and 32 new companies observed in the
December and September quarters of 2021, respectively. We consider that some of the
16 aforementioned companies may have represented “spill-overs” from the 2021 calendar
year, for which we witnessed a significant extension in IPO process timetables driven by a
bottleneck in obtaining ASX approvals, as well as the difficulty for companies to find reputable
audit firms with the capacity to perform the back audits required for an IPO.

BDO’s current pipeline of IPOs also gives an indication that IPO activity is starting
to slow down as capital markets have become more selective in light of the growing
number of investment opportunities throughout the sector.
A total of 19 companies that reported Appendix 5Bs in the March 2022 quarter were not
captured in our December 2021 quarter data for the following reasons:
• 16 aforementioned companies that recently completed an IPO and lodged an
Appendix 5B for the first time in the March 2022 quarter. Of the 16 IPO’s, 4 of
these represented the listing of assets that were demerged from existing ASX listed
companies;
• Two exploration companies that listed on the ASX by way of reverse takeover and
lodged an Appendix 5B for the first time in the March 2022 quarter; and
• One company, namely Sunrise Energy Metals Limited, lodged an Appendix 5B for the
first time in the March 2022 quarter after completing exploration activities at the
Sunrise East Project and Hylea Project prospective for cobalt, nickel and scandium.
This increase was offset by nine companies that did not report Appendix 5Bs in the
March 2022 quarter for the following reasons:
• Two companies were subject to M&A activity, namely Bardoc Gold Limited (‘Bardoc’)
being acquired through scheme of arrangement with St Barbara Limited. The
second company acquired was Minotaur Exploration Limited (‘Minotaur’) following
compulsory acquisition of its remaining shares by Andromeda Metals;
• Four companies that were delisted subject to ASX Listing Rule 17.12 as their securities
were suspended from trading for a continuous period of two years;
• One company that completed a re-domiciliation to the United States;
• One company recently classified as a mining producer and hence was no longer
required to lodge an Appendix 5B; and
• One exploration company that changed its company name and operations into a solar
energy business and hence was no longer required to lodge an Appendix 5B.
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QUARTER, A TIME FOR REFLECTION
The March 2022 quarter has seen all measures pull back from the record highs observed in the December 2021 quarter,
whilst remaining high compared to longer term levels. Over the last eighteen months, the exploration sector has benefited
from buoyant capital markets and a high commodity price environment which has enabled companies in the sector to
obtain funding and strengthen their balance sheets to set them up for the future.
However, as with many developed economies, market uncertainty has increased significantly in the first quarter of 2022,
with higher inflation, higher interest rates and increased geopolitical risk stemming from Russia’s invasion of Ukraine.
Whilst these have all weighed on investor confidence, we consider it far too early to conclude that the “well of funds” has
now dried up. Instead, BDO considers that institutional and retail investors have become more selective in where to put
their funds. An example of this is the slowdown in the number of IPOs as investors may consider the risk/return of other
investment types to be more attractive in the current environment.
Investment opportunities have broadened as we start to see a transition from greenfield and brownfield exploration IPOs
towards greater consolidation within the gold and battery minerals sectors, more overseas asset acquisitions and the
development of advanced exploration projects. In times where particular commodities are in vogue with investors or when
capital markets are hot, we tend to see companies demerging their non-core assets or operations in order to capitalise on
the ability to raise funds. The March quarter has been no different with four of the 16 exploration company IPOs relating to
demerged assets, three of which are battery metal related and one being a gold explorer. Although the IPO market appears
to be cooling off, based on our pipeline of work and the recent completion of Firefinch Limited’s demerging and listing of Leo
Lithium Limited, we expect this trend to continue in the coming quarters.
Environmental, Social and Governance (ESG) continues to be a hot topic, with a company’s ESG value proposition having
a significant impact on its ability to raise funds, undertake drilling programmes, retain staff and attract M&A investment.
Further, when designing the executive incentive packages of ASX listed companies, BDO’s Remuneration and Reward
specialist team are recommending the introduction of ESG performance metrics, which impact the vesting of equity
incentives. By linking executive remuneration with adherence to an effective ESG policy, it ensures accountability at the
executive level and highlights the market’s expectation of companies in this area. In an environment where funding is
becoming more selective, we anticipate that proactive explorers who embrace ESG and report ESG metrics will be able to
differentiate themselves from the rest of the pack.
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