EXPLORER QUARTERLY CASH UPDATE
Quarter Ended 30 June 2021

RESEARCH INTO THE FINANCIAL HEALTH OF AUSTRALIANLISTED EXPLORERS
QUARTER ENDED 30 JUNE 2021

XX Total exploration spending hit a seven-year high of $666 million, representing a 34% increase over the two-year average of $498 million which reflects what was anticipated
following the flurry of fund raisings observed in the last three quarters;
XX 678 companies lodged Appendix 5Bs in the June 2021 quarter, 20 more than March, which was driven by another strong quarter of Initial Public Offerings (‘IPOs’);
XX Financing cash inflows experienced growth for a fifth consecutive quarter, climbing 7% since the March 2021 quarter to $2.54 billion. This resulted in 83% of exploration companies
reporting cash balances of $1 million or more (the highest proportion recorded since we commenced our analysis in 2013); and
XX A record number of 60 companies managed to raise funds of $10 million or more, led by gold, oil & gas and sulphate of potash explorers.
BDO’s report on the financial health and cash position of Australian-listed explorers for the June quarter of 2021 (based on quarterly Appendix 5B reports lodged with the Australian Securities
Exchange (‘ASX’)) provides positive signals for the exploration sector, with exploration spending exhibiting the uptick we had expected following the flurry of fund raisings over the last three quarters.
Exploration companies raised $2.54 billion in the June 2021 quarter, up 7% from the $2.37 billion in March. 60 of these companies (which we have termed ‘Fund Finders’) raised funds of $10 million
or more and made up 74% of the total funds raised.
While the percentage of exploration companies that have net financing inflows has declined over the last three quarters, the June 2021 data still shows that access to financing and strong financial
markets have largely persisted with 31% of exploration companies recording net cash flows of $1 million or more, up from 28% in the March quarter. Instead, we consider the lower proportion of net
financing inflows over the June 2021 quarter to be because of the reduced need to raise funds in light of the unprecedented strength in cash balances across the sector.
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Favourable market conditions are further affirmed
by the perennially high level of IPO activity on the
ASX, with 21 exploration companies that recently
completed IPOs lodging Appendix 5Bs for the first
time in the June 2021 quarter. This was a key driver
of the sharp increase in the number of companies
lodging Appendix 5Bs which grew from 658 in the
March 2021 quarter to 678 in the June 2021 quarter.
Investment expenditure exhibited a different
trend to exploration, with net investing outflows
decreasing by 42% from the March 2021 quarter.
Further analysis of the data showed that the trend
in investment spending was largely akin to the
previous two quarters, but with a higher level of
net investment inflows offsetting the recorded
investment expenditure, resulting in a net decrease.
The overarching observation for the June 2021
quarter is that the financial health of the exploration
sector continues to grow from strength to strength,
especially now that healthy cash positions have
translated to money being invested in the ground.
Current cash balances show that exploration
companies still have the capacity to spend more on
exploration, but the extent to which an increase in
expenditure is observed will likely continue to be
limited by availability of resources, travel restrictions
and skilled labour shortages.
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EXPLORATION EXPENDITURE
Total exploration spending hit $666 million in the June 2021 quarter, the highest it has been in the last
seven years. This was 34% higher than the two-year average of $498 million and represented a 21%
increase from the $549 million spent in the March 2021 quarter.
Since commencing our analysis in June 2013, we have only observed such levels of exploration expenditure
in the first four quarters of our analysis. It is worth nothing that this was based on approximately 860
companies lodging Appendix 5Bs compared to the 678 companies in the current June 2021 quarter, meaning
that the average exploration expenditure per company is approaching the highest that we have observed.
Average exploration expenditure matched that of the June 2013 quarter at $0.98 million and was second
only to the March 2014 quarter of $1.08 million. The long-term graph shows an increasing trend in average
exploration spending since the trough in the March 2016 quarter, when explorers recorded total exploration
spend of $267 million representing an average exploration spend of $0.36 million. If this trend continues,
we may see average exploration expenditure hit record highs by the end of the 2021 calendar year.
This uptick in exploration expenditure reflects what we had anticipated following the recent quarters of
successful fund raises, strong commodity prices and increased confidence in the resources sector since the
COVID-19 outbreak.
TOTAL EXPLORATION EXPENDITURE - LAST TWO YEARS ($M)
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Another encouraging sign is that the uptick in exploration expenditure appeared to be
consistent throughout the sector rather than being skewed towards a small number
of companies with high exploration spends. The graph below, shows an increase in
the number of companies with exploration spends larger than $0.5 million, with the
largest increase observed for those companies with exploration spends between $1
million to $2 million, which grew from 81 companies in the March 2021 quarter to 106
companies in June 2021 quarter. We consider this tranche to be somewhat indicative of
the typical amount spent for a standard drilling and exploration programme by a junior
exploration company.
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Among the ten largest exploration spenders in the June 2021 quarter, four were oil and gas
companies, three were gold companies, two were focused on nickel exploration and one
was a rare earths explorer. The dominance in exploration spending by gold and oil and gas
companies is generally in line with the trend we have seen in previous quarters.
We expect that exploration activity will continue to grow in light of strong cash balances
and the higher number of listed exploration companies, but note that the extent of this
growth may continue to be constrained by the availability of resources, travel restrictions
and shortage of skilled labour.
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JUNE 2021 QUARTER CASH POSITION
ASX EXPLORERS’ CASH BALANCE (%)
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Cash balances across the sector continued to grow in the June
2021 quarter even with the spike in exploration spending. The
charts show that 83% of exploration companies reported a
cash balance of over $1 million as at 30 June 2021, which is
the healthiest it has been since June 2013.
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As at 30 June 2021, the average cash balance of exploration companies was
$10.50 million, which is 8% higher than the $9.70 million of the previous quarter
and 42% higher than the two-year average of $7.42 million.
Of the 678 companies that lodged an Appendix 5B, 81% of them reported having
sufficient cash balances (including unused financing facilities) to support more
than two quarters of operating expenses (based on total relevant outgoings in the
current quarter).
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FINANCING CASH FLOWS
Exploration companies once again raised a record-breaking level of funds in the June 2021 quarter with explorers
pocketing a total of $2.54 billion in funds, which for the third consecutive quarter, represented the highest level of
financing cash inflows that we have observed since commencing our analysis in 2013. Financing inflows were 7% higher
than the previous March 2021 quarter and 26% higher than the June quarter of the previous year.
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Net financing cash flows, however, decreased by 6% from the March 2021 quarter due to the 85% increase in financing
cash outflows to $608 million. These financing outflows primarily pertained to the repayment of borrowings, indicating
that explorers have been utilising their substantial cash balances to meet debt obligations.
A total of 60 companies that recorded debt and equity raises of $10 million or more contributed to 74% of total financing
cash inflows (see Fund Finder section on page 9). This comprised partly of an increased number of fund raises from the
growing number of IPOs on the ASX, but more significantly, comprised of several substantial fund raisings relating to
the development of advanced exploration projects. This demonstrates that the larger end of the market (comprising
advanced exploration and pre-development companies) continued to find it easy to access financing in the June 2021
quarter.
Across all companies, however, the proportion of companies that recorded net financing inflows decreased for the third
consecutive quarter. Of the 678 exploration companies in the June 2021 quarter, 51% recorded net financing cash inflows
down from 53%, 59% and 63% in the prior three quarters, respectively, which exhibits a decreasing trend in the number
of capital raisings since the flurry of financing inflows commenced in the September quarter of 2020. We note that this
still remains above the three-year average of 49%.
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Percentage of all exploration comapnies

NET FINANCING CASH FLOWS ($M)
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The decrease in the percentage of companies that have net financing inflows does
not necessarily mean a decline in the availability of financing or a dampening of
investor appetite for the sector. Instead, it may be reflective of the strong cash
positions across the sector, meaning that companies did not need to raise additional
funds. It is clear from the evidence of the June 2021 quarter that access to financing
and strong financial markets have largely persisted with the graph above showing
that 31% of exploration companies managed to generate net financing cash flows of
over $1 million in the June 2021 quarter up from 28% in the March 2021 quarter.
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FUND FINDERS
In the June 2021 quarter, 60 companies managed to raise $10 million
or more, 12 more than the 48 companies recorded in the March 2021
quarter and the highest number we have observed since commencing
our analysis in 2013. Of the 60 companies, there were 16 gold
companies, seven oil and gas companies, five uranium companies and
the remaining 32 companies were across 15 different sectors, most
notably copper, graphite and sulphate of potash. In addition, seven of
the 60 Fund Finders in the June 2021 quarter related to completed IPOs
during the quarter.
Geopacific Resources Limited (‘Geopacific’) recorded the largest
financing inflow for the June 2021 quarter, raising a total of $135.32
million through a US$100 million (c. A$133 million) project finance
facility with Sprott Private Resource Lending II (CO) Inc (‘Sprott’), a
$1.79 million equity placement and a $0.30 million issue of convertible
debt securities. This follows the March 2021 quarter, in which
Geopacific raised the third largest financing inflow of $123.5 million
through a placement and share purchase plan. The purpose of this
raising was to fund the Woodlark Gold Project in Papua New Guinea
with first gold production targeted for the December quarter of 2022.
Emerging mineral sands miner, Strandline Resources Limited
(‘Strandline’) raised the second largest amount of funds in the June
2021 quarter through a $74.3 million institutional offer and placement,
$47.3 million retail entitlement offer and $2.69 million in borrowings.
Funds raised by Strandline have been committed to fund the
development of the Coburn Minerals Sands Project in Western Australia
with production also planned for the December 2022 quarter.
Of the 60 Fund Finders captured in our June 2021 quarter data,
companies that raised funds (through debt and/or equity) greater than,
or equal to $50 million are set out to the right.

COMPANY NAME

COMMODITY

MECHANISM OF RAISING

Geopacific Resources
Limited

Gold

$133.23 million in proceeds from borrowings,
$1.79 million in proceeds from the issue of shares and
$0.30 million in proceeds from the issue of convertible
debt securities

Strandline Resources
Limited

Mineral Sands

$121.63 million in proceeds from the issue of equity
securities and $2.69 million in proceeds from borrowings

Salt Lake Potash
Limited

Sulphate of Potash

$27.00 million in proceeds from the issue of equity
securities and $61.28 million in proceeds from borrowings

Magnis Energy
Technologies Limited

Graphite

$21.10 million in proceeds from the issue of equity
securities and $66.95 million in proceeds from borrowings

Strike Energy Limited

Oil and Gas

$85.00 million in proceeds from the issue of equity
securities, $0.37 million in proceeds from exercise of
options and
$0.03 million in proceeds from other means

Australian Strategic
Materials Limited

Rare Earth Metals

$83.92 million in proceeds from the issue of equity
securities

Tamboran Resources
Limited

Oil and Gas

$61.00 million in proceeds from the issue of equity
securities

Boss Energy Limited

Uranium

$56.80 million in proceeds from the issue of equity
securities

OreCorp Limited

Gold

Alpha HPA Limited

Aluminium

$52.40 million in proceeds from the issue of equity
securities and $0.01 million in proceeds from the exercise
of options
$50.00 million in proceeds from the issue of equity
securities and
$1.60 million in proceeds from the exercise of options
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FINANCING INFLOW BY COMMODITY – FUND FINDERS – JUNE QUARTER 2021
FINANCING INFLOW BY COMMODITY - TOP 60 EXPLORERS - JUNE QUARTER 2021
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FINANCING INFLOW BY COMMODITY - CALENDAR YEAR 2020
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NET INVESTING CASH FLOWS
Although the larger cash balances in recent quarters translated to a higher exploration
spend in the June 2021 quarter, the same was not observed for investment expenditure.
Net investing cash outflows instead showed a decrease of 42% from $357 million in the
March 2021 quarter to $207 million in the June 2021 quarter.

For consistency across all quarters, we note that our analysis of net investing cash flows for the
June 2021 quarter excludes exploration and evaluation expenditure that is capitalised. We have
instead included this under exploration expenditure.
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*a large proportion of the December 2020 quarter’s investment outflow was attributable to Karoon Energy Limited (‘Karoon
Energy’), which recorded net investing cash outflows of $202 million relating to its acquisition of new tenements (Concession
BM S-40) in the offshore Santos Basin of Brazil.
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Excluding Karoon Energy’s investment spend in the December
2020 quarter as an outlier, net investing outflows in the June
2021 quarter were slightly lower than the two-year average of
$226 million.
Interestingly, the proportion of net investing outflows, inflows
and nil cash flows for the June 2021 quarter were largely similar
to that of the March 2021 and December 2020 quarters with
the proportion of companies recording net investing outflows
only 2% higher than the prior two quarters.
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Salt Lake Potash Limited (‘Salt Lake Potash’), one of the consistent leaders of
investment spending in the last five quarters, recorded the largest investment spend
for the June 2021 quarter of $52 million. This continued to be in relation to the
development of its mine properties at the Lake Way Project, which was completed
and commissioned in the June 2021 quarter. Investment spending by Salt Lake Potash
has consistently been supported by its ability to raise funds from both debt and
equity.
Uranium explorer, Boss Energy Limited (‘Boss Energy’) recorded the second largest
investment spend of $50 million relating to the purchase of 1.25 million pounds of
uranium from the spot market. The purchase was funded by a capital raising for $60
million which was also completed within the June 2021 quarter (see Fund Finder
section above). Although interesting that this investment spend was not directly
related to the development of Boss Energy’s Honeymoon Uranium Project, the
strategy behind this purchase was to hold stock on hand to increase the company’s
likelihood of securing offtake agreements, which in turn, increases the chances of
securing project funding. In addition, the company is positioned to benefit from any
uptick in the price of uranium, which has been the favoured commodity in recent
quarters as observed by the ability of uranium companies to raise funds. Many
uranium miners both on the ASX and globally have participated in such investment
decisions, including Peninsula Energy Limited (‘Peninsula Energy’), which completed
a $13.4 million placement to fund the purchase of 300,000 pounds of uranium.

Upon closer inspection of the breakdown of these inflows and outflows, we determined
that the main cause for the decrease in net investing outflows was not attributable to a
lower overall investment spend, but an increase of investment inflows in the June 2021
quarter creating a greater offsetting effect on total investing cash flows. This is exhibited
by the graph below showing an increase in net inflows of over $1 million between the
March and June quarters of 2021.
The most significant net investing inflow was by Galena Mining Limited (‘Galena Mining’),
which recorded investing inflows of $40 million from the disposal of equity investments
relating to an investment agreement with its joint venture partner, Toho Zinc Co Ltd, in
relation to the Abra Base Metals Project.

NET INVESTING CASH FLOWS ($M)
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ADMINISTRATION EXPENDITURE
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This increase is surprisingly stark when compared to 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. This may be linked to the increased level of
exploration activity, capital raises, and listings, which have placed
upward pressure on corporate expenses. Furthermore, it may also
be a result of the corporate skilled labour shortages resulting in
companies being required to increase remuneration of corporate
staff for retention purposes as well as an increase in the fees that
are being paid to external advisers.

ADMINISTRATION EXPENDITURE ($M)

Total Administration Expenditure
($M)

Total administration expenditure (comprising mainly of listing
fees, professional fees, director fees and other corporate
costs) recorded a 21% increase in the June 2021 quarter to
$208 million, which is 19% higher than the two-year average
of $174 million since the quarter of June 2019. The average
administration expense incurred by exploration companies also
increased from $0.26 million to $0.31 million from the March to
June quarters of 2021.
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NUMBER OF COMPANIES LODGING APPENDIX 5B REPORTS:
JUNE 2013 – JUNE 2021
678 companies lodged an Appendix 5B for the June 2021 quarter, which represents an increase of 20 companies
from the 658 in the previous March 2021 quarter. This is the highest increase between quarters that we have
observed since commencing our analysis in June 2013.
Consistent with the last two quarters, the key driver of this increase was the 21 exploration companies that
recently completed IPOs and lodged an Appendix 5B for the first time in the June 2021 quarter including:
XX Albion Resources Limited;

XX Iceni Gold Limited;

XX Arcadia Minerals Limited;

XX Juno Minerals Limited;

XX Askari Metals Limited;

XX Lithium Energy Limited;

XX Australasian Gold Limited;

XX Lunnon Metals Limited;

XX Australian Rare Earths Limited;

XX Polymetals Resources Limited;

XX Barton Gold Holdings Limited;

XX QMines Limited;

XX Black Canyon Limited;

XX Tamboran Resources Limited;

XX Flynn Gold Limited;

XX Techngen Metals Limited;

XX Global Lithium Resources Limited;

XX Torque Metals Limited; and

XX NickelX Limited;

XX Western Mines Group Limited.

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 junior exploration companies on the ASX, which was supported by favourable financial
conditions coupled with strong commodity prices.
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Despite posting a high number of IPOs across the December 2020 and March 2021 quarters, the net
increase in companies lodging Appendix 5Bs was lower than anticipated due to a significant offsetting
effect by exploration companies that were delisted or suspended, as well as some consolidation within
the sector through merger and acquisition activity. However, with only four suspended companies and
no delistings recorded in the June 2021 quarter, the data has finally shown the distinct uptick that we
expected, which better reflects the recent surge in IPO activity by junior explorers on the ASX.
This trend is showing no signs of slowing down. Based on BDO’s current pipeline of IPOs out to the end of
the year and into next, we expect this trend to continue. Anecdotally, we understand from many of our
clients that the IPO process timetables have extended significantly due to the unprecedented number
of companies seeking listings. This is an encouraging sign for the exploration companies that there is still
confidence in the market.

NUMBER OF COMPANIES TO LODGE 5B REPORTS FROM JUNE 2013 - JUNE 2021
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A total of four companies that reported Appendix 5Bs in the
March 2021 quarter did not report Appendix 5Bs in the June
2021 quarter due to their securities being suspended on the ASX.
Reasons for these suspensions include being in administration or
entering into Deed of Company Arrangements.
This decrease in the number of companies lodging Appendix 5Bs
in the June 2021 quarter was more than offset by:
XX The aforementioned 21 companies that recently completed
an IPO and lodged an Appendix 5B for the first time in the
June 2021 quarter; and
XX Three companies that lodged their March 2021 quarter
Appendix 5B late and hence were not captured in our March
2021 quarter data.
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BDO INSIGHT
WHEN WILL IT END?

Exploration expenditure has been increasing steadily since its low point in March 2016 and with the seven-year high recorded in the June 2021 quarter, is showing no signs of slowing down.
Initial concerns around COVID-19 and its impact on the exploration sector have been swiftly mitigated by the prompt sector recovery underpinned by strong commodity prices and favourable
financial markets, which in turn have resulted in the sector raising an unprecedented amount of funds to spend on operations.
A recent World Exploration Trends report released by S&P Global Market Intelligence in March 2021 stated that “if metal prices remain elevated over the next several months, it is likely that
the exploration budget recovery in 2021 will be strong, possibly in the 15% to 20% range”, which would offset the pandemic-induced exploration losses of 2020. The June 2021 quarter data
certainly shows that ASX-listed exploration companies will have the capacity to meet this target, with 81% of companies having sufficient cash balances to support the next two quarters of
operations, and majority of the remaining companies confident in their ability to sustain operations to the end of the year.
A strong pipeline of IPO activity at least to the end of 2021 is also expected to support an increase in exploration spending. In addition, further incentive to spend on exploration is evident by
the Australian Government’s announcement in May 2021 to extend the Junior Minerals Exploration Incentive Program (‘JMEI’) to the end of June 2025, investing $100 million over four years
into the exploration sector. The JMEI extension complements the existing government support for greenfield exploration, including the $225 million Exploring for the Future Program run by
Geoscience Australia.
While there is some concern as to whether recent COVID-19 outbreaks and regional lockdowns across Australia would cause delays to exploration programmes, particularly if it were to
occur in Western Australia which in 2020 represented two thirds of Australia’s exploration budget, we believe that the sector is better prepared to withstand its impact. Having navigated
the economic uncertainty in 2020/21 as a result of the COVID-19 pandemic and the associated vaccine rollout, we believe that exploration companies across the sector have become more
resilient.
Recently in Western Australia, several in person conferences were held with attendees from across the exploration sector, most of whom are captured in our explorer data. The general
consensus from these meetings was that there is no doubt that the sector is currently buzzing with activity, with fund raisings, IPOs and now exploration programmes keeping everyone busy.
The question that has been posed, however, is when this level of activity will start to decline?
Demand for certain commodities, most notably energy metals, is more likely to increase than decrease over the coming years. With many constraints on the supply side, such as skills
shortages, disruptions to logistics, multi-year approval processes, sovereign risk issues and ore bodies becoming increasingly deeper under cover we see an elongated commodities boom
as being a likely scenario. This will most likely mean that we will see exploration companies continuing to be attractive to investors. In our view, the data from the June 2021 quarter gives
promising indicators that this activity is still sustainable at least to the end of the year and into the early parts of 2022.
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