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SNAPSHOT 

Current Price 

Valuation 

Target Price 

$0.07 

$0.18 

$0.15 

SPEC BUY 
Wednesday, 18 April 2018 

Triton Minerals Ltd 
Charging towards production 
Analysts | Matthew Keane | James Wilson 

Quick Read 

Triton Minerals (TON) has a portfolio of quality graphite assets in Mozambique, including 

the flagship, premium large flake, high purity Ancuabe Project located just 45km from the 

port of Pemba. In December 2017, TON released a Definitive Feasibility Study (DFS) for 

Ancuabe outlining a 1Mtpa operation producing 60ktpa graphite concentrate with pre-

production capex of US$99.4m. The pipeline Nicanda Hill Project contains the largest 

graphite and vanadium resource globally with 1.44Bt at 11.1% Total Graphitic Carbon 

(TGC) and 0.29% V2O5. TON has signed offtake term sheets for 50% of the planned 

Ancuabe production and is progressing an EPC and financing agreements with Chinese 

partners. Argonaut believes TON is differentiated from other graphite developers by its 

large flake quality product and one of the few graphite development projects with a clear 

line of site to production.  

Event & Impact | Positive 

Ancuabe – First cab off the rank: The Ancuabe DFS outlined a 27-year project treating 0.9-

1.1Mtpa at 6.2% TGC to produce an average 60ktpa graphite concentrate. Pre-production 

capex is estimated at US$99m with operating costs of US$632/t. Ancuabe benefits from 

close proximity to the port of Pemba and a product which is known to the market thanks 

to the nearby historic and producing Ancuabe mine.  
 

Flake size advantage: While opex is higher than some of its peers, the quality large flake 

Ancuabe product should generate premium pricing, thus generating strong margins. 

Ancuabe has one of the highest proportions of >180µm flake size distributions (i.e. Large 

to Super Jumbo flake). High purity, larger flake graphite is preferred by end users due to 

durability under oxidation and versatility of use. Ancuabe’s expansion rates are also 

comparable or better than currently available commercially produced expandable 

graphite which is used in foils and flame retardants. TON is targeting the growing battery 

and expandable graphite markets but its product is also suited to established refractory 

and recarburiser markets. 
  

Offtake agreements and EPC: TON has signed term sheets for over 50% of planned 

Ancuabe production.  Up to 16ktpa has been assigned to Haida Graphite and up to 16ktpa 

to Tianshengda Graphite. A tender process for the construction of Ancuabe is nearing 

completion with tenders expected from Sinosteel and MCC. These potential EPC 

contractors introduced Triton to Chinese financial institutions for potential debt financing 

for up to 85% of the EPC contract sum at competitive rates. In addition, monetising part 

or all of the large-scale pipeline Nicanda Hill Graphite/Vanadium Project may also provide 

development capital for Ancuabe. 

Recommendation 

Argonaut derives a $0.18/sh sum of parts valuation which we risk weight 20% to achieve 

a $0.15 target price. SPEC BUY recommendation.  

Please refer to important disclosures at 

the end of the report (from page 13) 

Ticker: TON

Sector: Industrial Minerals

Shares on Issue (m):

Options (m): 99.4

Market Cap ($m): 60.2

Net Cash ($m): 5.5

Enterprise Value ($m): 54.7

52 wk High/Low: $0.16 $0.07

12m Av Daily Vol (m):

Development Stage Definative Feasibility Study

Ore Reserves

Tonnes Grade Graphite

Mt % TGC Mt

Ancuabe 24.9 6.2 1.5

Mineral Resources

Tonnes Grade Graphite

Mt % TGC Mt

Ancuabe 46.1 6.6 3.0

Nicanda Hill 1,430.0 11.1 160.0

Nicanda Hill W 30.0 6.6 2.0

Cobra Plains 103.0 5.2 5.7

Vanadium Resource

Tonnes Grade Cont. V2O5

Mt % V2O5 Mt

Nicanda Hill 155.9 0.27 3.9

Key Metrics

Capex US$99m

Steady State EBITDA US$28m

First Production H2 2019

Board

Xingmin (Max) Ji Non-Executive Chairman

Peter Canterbury Managing Director

Patrick Burke Non-Executive Director

Guanghui (Michael) Ji Non-Executive Director

Paula Ferreira Non-Executive Director

Share Price Graph and Ave Trading Vol. (msh)
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Investment Highlights 

 

One of the highest quality graphite products 

Ancuabe will produce one of the highest grade, high payablity products of any listed 

graphite company. The combination of high purity (TGC [97.5%]), large flake size [59% 

>180µm]) and proven expandability will make Ancuabe’s concentrate a highly marketable 

product.  

READ MORE 

 

 

Advanced project with near term production potential 

TON completed a DFS in December 2017 outlining a 27-year project producing an average 

60ktpa graphite concentrate. The Company is close to securing binding offtake 

agreements for 50% of production and an Engineering, Procurement and Construction 

(EPC) contract, with potential for EPC led finance. This should enable an investment 

decision in the current quarter and the commencement of early works construction in Q2 

2018. First production is anticipated for H2 2019.  

READ MORE 

 

 

Close to port and existing graphite mining 

Ancuabe has a logistical advantage over many of its peers being just 80km via a sealed 

road to the container handling port of Pemba and by having 110kV grid power running 

through the project area. Ancuabe is located next to Advanced Metallurgical Group’s 

(AMG) historic and producing graphite mine. We believe TON will be able to leverage off 

AGM’s market-established product. Ancuabe is one of the few large flake projects outside 

of Tanzania suitable for the expandable graphite market. Recent Government changes to 

Tanzanian Mining Law make Mozambique a more favourable mining development 

jurisdiction. 

READ MORE 

 

 

No value ascribed to the large scale Nicanda graphite/vanadium deposit 

Argonaut believes the current market capitalisation of ~$60m places no value on the large 

scale, high grade Nicanda Hill project with 1.43Bt @ 11.1% TGC. Nicanda Hill, is ideally 

suited to the battery market and is located adjacent to Syrah Resourcs's (SYR) Balama 

Project. It also contains 4.2Mt of contained Vanadium (V2O5), the largest undeveloped 

vanadium resource globally. Vanadium is a high value commodity used in both steel 

products and the emerging battery sector. 

READ MORE 
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Valuation 

Argonaut’s Ancuabe model applies the production metrics and costs of the 2017 DFS and 

a flat basket price of US$1,300/t for graphite in concentrate to achieve a project level 

post-tax, post-finance NPV11 of A$107m. Our model assumes US$60m debt finance (~6% 

interest rate) and ~A$55m equity (raised at ~0.08/sh) to fund the US$99.4m pre-

production capex and working capital. We estimate pro-forma total shares on issue of 

1,011m. We have applied a conservative $0.5/t per resource tonne to the pipeline Nicanda 

Hill project (vs Mozambique graphite developer average of ~$5.50/t) to achieve a 

valuation of $79.5m. Finally, we assign $20m to exploration upside and unmined 

resources. Our sum of parts valuation for TON is $0.18/sh which we have risk weighted 

20% to account for development and financing risk. If we apply the Metals Bulletin price 

outlook (as per the TON DFS) we achieve an Ancuabe project level NPV11 of A$168.8m and 

a TON NAV11 of $0.24/sh. 

 

Table 1: Argonaut’s sum of parts valuation for Triton Minerals 

 

Source: Argonaut 

 

Table 2: Argonaut’s model summary for the Ancuabe Project  

 

 Source: Argonaut 

 

 

Sum of Parts AUD M AUD / Share

Ancuabe Project 107.2 0.11

Nicanda Hill Project 79.5 0.08

Exploration and Unmined Resource 20.0 0.02

Corporate NPV (26.2) (0.03)

Cash 5.5 0.01

Debt - -

Sub Total 186 0.18

Risk Weighting 20%

Target Price 0.15

NAV Valuation

TON Model Summary

Measure Unit

Year 2019 2020 2021 2022 2023 // 2040 2041 2042 2043 2044 2045 2046

AUD/USD FX # 0.77 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75

Graphite Basket Price US$/t 1300 1300 1300 1300 1300 1300 1300 1300 1300 1300 1300 1300

Production

Throughput kttpa - 688 844 842 841 1117 1122 1121 1119 1120 1123 1116

Strip Ratio Waste:Ore - 5.2 4.3 5.3 3.8 3.7 3.2 2.9 3.2 3.4 3.2 3.6

TGC Grade % - 7.51 7.38 7.24 7.05 5.10 5.22 5.34 5.07 5.22 5.15 4.85

Graphite Recovery % - 91.5% 91.5% 91.5% 91.5% 91.5% 91.5% 91.5% 91.5% 91.5% 91.5% 91.5%

Graphite Concentate kt - 49.9 60.0 59.8 58.0 54.7 55.5 56.5 54.2 55.3 54.9 52.0

Finacials

Revenue US$m - 57.4 69.0 68.7 66.7 62.9 63.9 65.0 62.3 63.6 63.1 59.8

Opex US$m (2.0) (34.4) (39.6) (39.5) (38.6) (36.9) (37.3) (37.8) (36.6) (37.2) (37.0) (35.5)

Capex US$m (99.4) (2.5) (0.3) (11.0) (2.5) (0.3) (0.3) (0.3) (6.2) (2.2) (0.3) -

Pre-finance FCF US$m (101.3) 19.0 28.8 18.3 25.7 17.6 17.8 18.2 17.3 11.7 16.1 16.9

Corporate Overheads US$m (2.3) (2.3) (2.3) (2.3) (2.3) (2.3) (2.3) (2.3) (2.3) (2.3) (2.3) (2.3)

TON EBITDA US$m (4.3) 20.7 27.1 27.0 25.9 23.8 24.3 24.9 23.4 24.1 23.9 22.0

TON NPAT US$m (9.1) 13.6 20.6 20.8 20.0 9.9 10.2 10.6 9.5 8.5 7.0 4.9

Post-Tax NPV11 US$m 107.2 188.2 194.7 198.2 206.9 109.8 96.5 81.2 64.3 49.4 35.5 15.7

Post-Tax IRR % 20.4%
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Project overview 

Ancuabe is located in the Cabo Delgado Province in Northern Mozambique, an established 

graphite producing region which incorporates Syrah Resources’ (SYR) Balama Project and 

AMG’s Ancuabe Mine. The region also hosts Battery Minerals’ (BAT) Montepuez graphite 

project. TON’s Ancuabe Project is located 45km inland from the port of Pemba which can 

be accessed via 80-90% sealed roads (~80km). The Company is anticipating the granting 

of its mining concession and environmental approvals in H1 2018. 
 

Figure 1: Ancuabe project location 

 

Source: TON 

 

Ancuabe has a Mineral Resource 46.1Mt @ 6.6% TGC and an Ore Reserve of 24.9Mt @ 

6.2% TGC. The orebody is divided between two deposits, T12 and T16, located ~4km apart.  
 

Table 3: Ancuabe reserves and resources 

 

 

Source: TON 
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Positive DFS 

The December 2017 DFS outlined a 0.9-1.1Mtpa operation producing ~60ktpa of graphite 

concentrate over a 27-year mine life. Pre-production capex is estimated at US$99.4m with 

average operating costs of US$632/t (graphite concentrate). TON applies a basket price 

for the anticipated distribution of flake sizes of US$1,435/t, largely based on market 

analyst Metal Bulletin's 2017 price outlook. The Company derives a pre-tax unlevered 

NPV10 of US$298m. Argonaut has applied a more conservative US$1,300/t basket price to 

achieve its post-tax, post-finance NPV11 of US$80m (pre-tax NPV10 US$140m). We 

estimate average all-in sustaining costs of US$722/t, generating strong margins against 

our flat price of US$1,300/t. 

 

Table 4: Ancuabe capital (top) and operating cost (bottom) estimates 

 

 

Source: TON 

1. Represents costs for the LOM project evaluation period. 

 

Mining and Processing 

Mining will employ a conventional truck and shovel operation from two open pits, namely 

T12 and T16, with average life of mine strip ratios of 3.3:1 and 4.2:1 respectively. Argonaut 

models the higher grade T16 deposit being mined before T12, with some overlap. 

 

The processing flowsheet uses conventional circuits including three stage crushing and 

screening, a rod mill for grinding, multiple stage flotation, filtration and drying. Product 

will be packaged in bags and transported by road to the port of Pemba for shipping. 
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Figure 2: Ancuabe site layout  

 

Source: TON 

 

Figure 3: Processing flowsheet 

 

Source: TON 

 

High quality product 

Ancuabe is differentiated from the majority of its graphite developer peers by quality 

specifications which includes 59% large flake graphite (>180µm) and 32% jumbo flake 

graphite (>300µm). Test work has demonstrated 97.5% TGC product purity and excellent 

expandability properties.  

 

Expansion rates of 429-500ml/g are superior to most graphite produced in China, which 

dominates the global market with >70% of supply. Expandable graphite is used in flame 

retardants and graphite foils. The former is a rapidly growing market driven by heightened 

global fire safety awareness for commercial and residential building safety legislation 

following the 2017 Grenfell Tower fire in London which killed 79 people (as the aluminium 

cladding combusted). 
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Against its peers, Ancuabe has the highest proportion of >80 mesh (180µm) graphite flake 

product and rates amongst the highest proportions of Jumbo to Super Jumbo (>300 µm) 

flake sizes (32%) 

 

Figure 4: Listed graphite developer/producer flake size distribution (>Jumbo proportion) 

 

Source: Argonaut, company reports 

 

Figure 5: Listed graphite developer/producer flake size distribution (focus on >80 µm) 

 

Source: TON, Company reports  

Note: The two charts above are impacted by different reporting methods for flake size reporting 
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Finalising offtake and EPC contracts 

TON is expected to execute binding offtake agreements with Qingdao Haida Graphite and 

Qingdao Tianshengda Graphite in the near term, along with the appointment of an EPC 

contractor. Two prospective EPC contractors, Sinosteel and MCC, both submitted tenders 

that are now being evaluated.  The Company has also flagged the potential for EPC finance 

with could fund up to 85% of the EPC contract (~US$70m) at competitive financing rates. 

Argonaut estimates interest at a 3.0-3.5% margin above LIBOR).  

 

Drafted offtake agreements with Haida and Tianshengda are for up to 16ktpa graphite 

concentrate each, equating to ~50% of proposed production from Ancuabe. Haida is a 

major Chinese graphite company with extensive mining, processing and sales experience. 

Haida produces a range products, including graphite sheets, spherical graphite, high purity 

and expandable graphite for Chinese, Japanese, Korean, US and Western European 

markets. Tianshengda is another Chinese graphite producer, located in the Shandong 

Province. Tianshengda also produces a range of graphite products including expandable 

graphite, flake graphite and powder graphite. 

 

Development Timeline 

Binding finance, offtake and EPC contracts are prerequisites for a final investment decision 

(FID) which we anticipate late-H1 2018. The grant of a Mining Concession and all 

environmental approvals are also expected in the current half. Following FID, detailed 

engineering, early site works and the ordering of long lead items will proceed. 

Construction is scheduled to commence in H2 2018 with commissioning expected 12 

months later in mid-2019. The first concentrate shipment should occur in H2 2019.  

 

Figure 6: Development timeline 

 

Source: TON 

 

Peer benchmarking 

Incorporating the Ancuabe and Nicanda Hill deposits, TON has the largest graphite 

resource base of any listed company, totalling 164Mt contained graphite at a very 

respectable grade of 10.2% TGC. On an EV/Resource basis, the Company is trading at a 

cheap multiple of $0.4/t against a peer average of $10.5/t. 
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Figure 7: Graphite developer and producer Resource tonnage and grade comparison 

 

Source: Argonaut, company reports 

 

Figure 8: Graphite developer and producer EV/Resource comparison 

 

Source: Argonaut, company reports 

 

Figure 9: Graphite developer and producer EV/Reserve comparison 

 

Source: Argonaut, company reports 
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Balama North Project: Nicanda Hill 

Nicanda Hill is located along the graphitic trend that incorporates the large-scale 

resources of SYR’s Balama Project and BAT’s Montepuez Project. The project contains two 

contiguous licences located 230km from Pemba accessible via 200km of sealed and 30km 

of unsealed roads. A smaller resource (~5Mt contained graphite) is also located at the 

Cobra Plain deposit within Balama North. In addition, the Company has exploration 

tenements at the Balama South Project along the same geological strike as Nicanda Hill.  

 

Figure 10: Nicanda Hill licence map 

 

Source: TON (Note: BAT formerly names Metals of Africa) 

 

Nicanda Hill has a higher grade and larger scale resource than Ancuabe with 1.44Bt @ 

11.1% TGC. The project has a coincident vanadium resource containing 4.2Mt of V2O5, 

making it the largest vanadium resource globally. Vanadium prices spiked in 2018 on the 

back of growing interest in vanadium redox batteries. Vanadium batteries have several 

strategic benefits including high scalability, limited self-discharging properties, low 

maintenance, rapid response time and long life making them suitable for use in 

uninterrupted power supply systems (UPS). They are highly applicable to large industrial 

stationary battery applications. 
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Table 5: Nicanda Hill resource 

 

Source: TON  

 

Sensitivity analysis 

Argonaut provides sensitivities to key variable below. 

 

Table 6: Argonaut TON model sensitivities 

 

Source: Argonaut 

 

 

 

 

 

 

 

Project NPV: FX Flex Vs Discount Rate

77.5 (10.0%) (5.0%) - 5.0% 10.0%

9.0% 106 106 106 106 106

10.0% 90 90 90 91 91

11.0% 77 77 77 78 78

12.0% 66 66 66 66 66

13.0% 56 56 57 57 57

Project NPV: Commodity Price Flex Vs Discount Rate

77.5 (10.0%) (5.0%) - 5.0% 10.0%

9.0% 48 77 106 134 161

10.0% 37 64 90 116 142

11.0% 28 53 77 102 125

12.0% 20 43 66 89 110

13.0% 13 35 57 77 97

Project NPV: Opex Flex Vs Discount Rate

77.5 (10.0%) (5.0%) - 5.0% 10.0%

9.0% 119 112 106 99 92

10.0% 103 97 90 84 78

11.0% 89 83 77 72 66

12.0% 77 72 66 61 56

13.0% 66 61 57 52 47

Project NPV: Capex Flex Vs Discount Rate

77.5 (10.0%) (5.0%) - 5.0% 10.0%

9.0% 116 111 106 100 95

10.0% 101 96 90 85 80

11.0% 88 83 77 72 67

12.0% 77 72 66 61 55

13.0% 67 62 57 51 46
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Key risks 

 

Country Risk 

Mozambique is a developing East African country and one of the poorest on the African 

continent. The country was impacted by an external debt scandal which reared its head 

in 2016/2017 causing currency depreciation and impacting growth rates. Mozambique 

faces structural challenges, with inadequate infrastructure constraining economic 

development. That said, the Government has demonstrated strong support for the 

emerging mining, oil and gas industries. The corporate tax rate is 32% with a 3% royalty 

on graphite. 

 

Financing risk 

TON has a substantial amount of capital to raise relative to its market capitalisation. While 

the Company is in advanced negotiations for project and/or EPC financing, no debt has 

been finalised to date. We believe raising the equity component to the development 

capex will be dependent upon the success of debt financing. In addition, we see potential 

to partially monetise Nicanda Hill to help fund Ancuabe. 

 

Permitting and approvals 

In January 2018, TON gained the approval from the Ministry of Lands, Environment and 

Rural Development (MITADAR) for the Ancuabe Environmental Prefeasibility Scoping 

Study (EPDA). This incorporates the project area including the mine area, process plant, 

raw water dam, tailings facility, camp and other on-site infrastructure. The Company 

submitted to MITADAR the draft Environmental, Social and Health Impact Assessment 

(ESHIA) in February 2018 and the initial 30-day review and public consultation was 

completed in early April for final approval. Given the history of graphite mining in the 

region and the successful permitting of SYR’s Balama Mine, we regard permitting risk as 

low. 
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Triton Board 

The following bios have been edited from the Triton website 

 

Xingmin (Max) Ji – Non-Executive Chair 

Max Ji possess over 20 years of experience in the finance and investment fields. He has 

worked in China, Hong Kong, USA, Singapore and Australia in the fields of stock market 

investment, foreign currency, real estate and trade, as well as various other projects. 

Previously, Mr Ji has been involved in being the main shareholder for more than 20 

companies, including a public listed company listed on the Shanghai stock market. He has 

been a Director and Chairman for many companies, some of which were for joint venture 

with Hong Kong, USA, Russia and Australia. 

 

Peter Canterbury – Managing Director 

Mr Canterbury has substantial experience in leading ASX-listed mining companies, most 

recently as CEO of ASX-listed Bauxite Resources Limited. Prior to this, Mr Canterbury was 

CEO of Sundance Resources for six years. Mr Canterbury played a lead role in negotiating 

the Mining and Development convention for Sundance in Cameroon for the US$5 billion 

iron ore mine rail and port project. He was also critical in rebuilding Sundance as acting 

CEO following the tragic plane crash in June 2010, which claimed the lives of the entire 

Board.  In addition to Mr Canterbury’s key role at Sundance, his experience in the African 

mining sector includes oversight of the GBG bauxite mine in Guinea in his role as Chief 

Financial Officer of Dadco Europe.  

 

Patrick Burke – Non-Executive Director 

Mr Burke holds a Bachelor of Law Degree from the University of Western Australia and 

has extensive legal, commercial and corporate advisory experience for ASX listed 

companies. He has acted as a director for a number of ASX and aim listed small to mid-

cap resources companies over the past 10 years. His legal expertise is in corporate, 

commercial and securities law, with an emphasis on capital raisings and mergers and 

acquisitions. Mr. Burke serves as a director for ASX listed ATC Alloys Limited (formerly 

Hazelwood Resources Limited) and is a director of Uranium Resources Inc. 

 

Guanghui (Michael) Ji – Non-Executive Director 

Michael Ji graduated from North China Electric Power University in 2000 with a Bachelor 

of Engineering in Management. Mr Ji has formerly worked for various famous mining 

companies throughout China and Mongolia. He has been involved in production 

management and international mining resource development for 16 years, mainly in the 

gold and non-ferrous metal mining and processing sector. He has significant technology 

and management abilities. Mr Ji is currently the CEO and Director for Minjar Gold Pty Ltd. 

 

Paula Ferreira – Non-Executive Director 

Ms. Ferreira is a Mozambican citizen and a Chartered Accountant certified by Ordem dos 

Contabilistas e Auditores do Mocambique (OCAM) with over 44 years of experience. Ms. 

Ferreira is a highly qualified professional having spent over 15 years of her early career in 

the construction industry as an accountant, Chief Financial Officer and senior executive. 

She was one of the founders of the major Mozambican construction company CETA, 

having a strategic role in the merger of the 6 construction companies that formed CETA. 
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Important Disclosure 
Argonaut participated in the Placement that raised approximately $5.2M in March 2018 and received fees 
commensurate with this service. 
Argonaut acts as Financial Adviser to TON and will receive fees commensurate with this service. 
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