
 

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

SPEC BUY 
Current Price 

Valuation 

TSR (%) 

$0.74 

$1.60 

116% 

 

Financial Advisers | Stockbroking & Research | Special Situations Financing  

www.argonaut.com   +61 8 9224 6888 

EQUITY RESEARCH 

Tolu Minerals (TOK) 
Tolukuma Restart - Initiating coverage    
Analyst | Patrick Streater 

Quick Read 

Argonaut recently completed a 3-Řŀȅ ǎƛǘŜ Ǿƛǎƛǘ ǘƻ ¢ƻƭǳ aƛƴŜǊŀƭΩǎ ¢ƻƭǳƪǳƳŀ Gold Project 

located in PNG. Tolu Minerals (ASX:TOK) have been working on restarting the operation 

ǎƛƴŎŜ ǘƘŜƛǊ ŀŎǉǳƛǎƛǘƛƻƴ ƻŦ ǘƘŜ ǇǊƻƧŜŎǘ ŀƴŘ Lth ƛƴ ƭŀǘŜ нлноΦ ¢hYΩǎ ǊŜǎǘŀǊǘ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ ǿŜƭƭ 

advanced with a management team in place and onsite with plans to start small scale 

production later this year. Overall, we are attracted to the story as it provides exposure 

to a potential multimillion ounce system without the need to fund a new Greenfields build 

in PNG. We initiate coverage with a Speculative Buy Rating and a $1.60 Price Target.  

Key points 

High-grade restart play: Tolukuma operated from 1995 to 2015 as a high-grade, small-

scale operation. During its earlier years of production, the mine produced 55kozpa 

running a +20g/t Au head grade. When DRD Gold took over operations from 2000-2006, 

Tolukuma was a ~200ktpa operation producing 71kozpa at a 12g/t Au head grade.  

 

Key capital investments unlock project value: During its operation Tolukuma was a 

helicopter supported site with equipment, fuel, and supplies all reliant on helicopter 

transport. Construction of road access into site was started but never completed before 

operations ceased in 2015. Whilst in operation, helicopter logistic costs contributed to 

25-60% of the mines operating cost profile. TOK is currently constructing the final 

segment of road access into site and expects to be completing the first road deliveries 

into site later this year.  

 

Significant Project Endowment: The scale of mineralisation across the project is 

impressive and well beyond what we expect a small cap (~A$80M EV) developer to 

control. In December 2023, TOK reported Exploration Target for the Tolukuma project 

of 2-3 Moz grading 8-11 g/t Au. After our site visit and investigations of the Tolukuma 

ŘŀǘŀǎŜǘǎΣ ǿŜ ǎƘŀǊŜ ǎƛƳƛƭŀǊ ǾƛŜǿ ƻƴ ǘƘŜ ¢ƻƭǳƪǳƳŀ ǇǊƻƧŜŎǘΩǎ ǇƻǘŜƴǘƛŀƭ Ŝƴdowment and 

ultimately see the ramp up back to a ~60kozpa operation as a platform to fund further 

development and drilling required to unlock a multimillion-ounce system at Tolukuma 

Valuation & recommendation 

tbD Ƙŀǎ ǎƻƳŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƎƻƭŘ ŘŜǇƻǎƛǘǎ ōǳǘ ǊŜƳŀƛƴǎ ŀ ŎƘŀƭƭŜƴƎƛƴƎ ǇƭŀŎŜ ǘƻ 

explore and develop a new mine due to the steep topography and remote locations of 

prospective regions. Tolukuma is a unique story where investors have exposure to the 

prospectivity of the New Guinea Metallogenic Belt without the need to fund a Greenfields 

project through expensive exploration and development. Usual ramp up risks are there 

but if TOK can successfully navigate through the ramp up period then the gold endowment 

is there to support a long mine life with a production profile beyond the nameplate 

220ktpa milling capacity.  We initiate coverage with a Speculative Buy Rating and a $1.60 

Price Target  

 

Please refer to the important disclosures page at 

the end of the report 

Ticker TOK ASX

Sector: Metals & Mining

Shares on issue (m) 133

Market Cap (A$m) 100

Net cash (debt) (A$m) 12

Enterprise Value (A$m) 89

52 Week High 1.00

52 Week Low 0.33

ADTO (A$m) 0.01

Key Metrics FY25E FY26E FY27E

P/E (x) nm 24.4 2.8

EV/Ebit (x) nm 11.5 1.0

EV/Ebitda (x) nm 6.3 0.8

FCF yield (%) (18.5%) (19.2%) 26.4%

Dividend yield (%) 0.0% 0.0% 0.0%

Financial Summary FY25E FY26E FY27E

Revenue (A$m) 14 50 131

Ebitda (A$m) (5) 12 66

Ebit (A$m) (7) 7 50

Earnings (A$m) (7) 4 35

Op cash flow (A$m) (2) 8 51

Capex (A$m) (9) (20) (18)

Free CF (A$m) (19) (19) 27

Debt (cash) (A$m) (13) (24) (50)

Gearing (%) (71%) (63%) (120%)

Gold production (koz)

Tolukuma (koz) 3.8 14.1 38.4

AISC

Group (A$/oz) 2,198 1,580

Share price performance vs ASX 200

Source: Factset, Argonaut August 2024
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  Figure 1 - Earnings and valuation summary

Tolu Minerals Limited Recommendation SPEC BUY

ASX: TOK Share price (A$) A$0.76 Price Target (A$) A$1.60

Market Cap (A$m) 100 TSR (%) 112%

Analyst: Patrick Streater Shares (m) 133

www.argonaut.com

Key metrics FY24E FY25E FY26E FY27E FY28E FY29E Commodity price assumptionsFY24E FY25E FY26E FY27E FY28E FY29E

EPS (Ac) (9.55) (4.50) 1.86 17.86 26.96 24.76 Gold price (US$/oz) 2,080 2,388 2,325 2,225 2,150 2,112

DPS (Ac) 0.00 0.00 0.00 0.00 0.00 0.00 A$/US$ exchange rate (x) 0.656 0.650 0.650 0.650 0.650 0.650

Gold price (A$/oz) 3,171 3,673 3,577 3,423 3,308 3,249

P/E (x) nm nm 24.4 2.8 1.9 2.0

EV/Ebit (x) nm nm 11.5 1.0 (0.2) (1.1) Mine production details FY24E FY25E FY26E FY27E FY28E FY29E

EV/Ebitda (x) nm nm 6.3 0.8 (0.1) (0.8) Gold producton

EV/Production (x) nm nm 5,455 1,307 (237) (1,301) Tolukuma (koz) 0.0 3.8 14.1 38.4 54.6 54.6

Total (koz) 0.0 3.8 14.1 38.4 54.6 54.6

Free cash flow yield (%) (11.2%) (18.5%) (19.2%) 26.4% 62.9% 57.9%

Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% AISC 

Net debt (cash) (A$m) (11.6) (13.0) (23.7) (50.2) (113.4) (171.5) Tolukuma (A$/oz) nm nm 2,198 1,580 1,456 1,454

Gearing (%) (153.0%) (71.0%) (63.3%) (119.7%) (364%) (809%) Group (A$/oz) nm nm 2,198 1,580 1,456 1,454

Production Outlook

Profit & Loss FY24E FY25E FY26E FY27E FY28E FY29E

Sales revenue (A$m) 0.0 14.0 50.0 131.2 180.8 177.6

Operating costs (A$m) (1.0) (8.3) (26.5) (55.6) (74.9) (76.9)

Exploraton expense (A$m) (7.1) (7.1) (7.0) (5.6) (3.7) (5.0)

Corporate overhead (A$m) (3.9) (4.2) (4.3) (4.5) (4.6) (4.7)

Ebitda (A$m) (12.0) (5.5) 12.2 65.5 97.5 90.9

Depreciation (A$m) 0.0 (1.4) (5.5) (15.5) (22.7) (23.4)

Ebit (A$m) (12.0) (6.9) 6.7 50.0 74.9 67.5

Net interest (A$m) (0.0) 0.1 0.2 0.5 1.4 2.5

Pre-tax profit (A$m) (12.1) (6.8) 6.9 50.5 76.2 70.0

Tax (A$m) 0.0 0.0 (2.8) (15.2) (22.9) (21.0)

Underlying earnings (A$m) (12.1) (6.8) 4.1 35.4 53.4 49.0

Exceptional items (A$m) 0.0 0.0 0.0 0.0 0.0 0.0

Reported Earnings (A$m) (12.1) (6.8) 4.1 35.4 53.4 49.0

Cash flow statement FY24E FY25E FY26E FY27E FY28E FY29E

Net profit (A$m) (12.1) (6.8) 4.1 35.4 53.4 49.0 Reserves and Resources

Depreciation (A$m) 0.0 1.4 5.5 15.5 22.7 23.4

Exploration, interest and tax (A$m) 7.3 7.1 9.7 11.3 5.5 4.5 Argonaut Model Mined Inventory

Working Capital (A$m) 3.6 (3.6) (11.1) (11.2) (1.8) (0.4) Project Ore (Mt) (g/t) (koz)

Other (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 Zine 0.38 7.2 88

Operating cash flow (A$m) (1.1) (1.9) 8.2 51.0 79.7 76.5 Tinabar 0.05 9.3 14

Capital expenditure (A$m) (0.7) (8.9) (19.6) (18.2) (12.4) (12.8) Gulbadi 0.29 7.4 68

Exploration (A$m) (7.9) (7.8) (7.8) (6.3) (4.2) (5.6) Fundoot 0.12 10.4 41

Other (A$m) (1.5) 0.0 0.0 0.0 0.0 0.0 Existing Stockpiles/stoped material 0.02 10.4 5

Free cash flow (A$m) (11.2) (18.6) (19.3) 26.5 63.2 58.1 Total 0.85 7.87 215.6

Dividends (A$m) 0.0 0.0 0.0 0.0 0.0 0.0

Equity (A$m) 26.2 20.0 30.0 0.0 0.0 0.0 Mineral Resources

Debt draw / (repay) (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 Tolukuma Ore (Mt) (g/t) (koz)

Net cash flow (A$m) 15.0 1.4 10.7 26.5 63.2 58.1 Zine 0.49 9.31 146

Zine PK Splay 0.01 35.55 8

Balance sheet FY24E FY25E FY26E FY27E FY28E FY29E Tolukuma 0.14 8.89 40

Current assets Tinabar 0.06 13.01 23

Cash at bank (A$m) 11.6 13.0 23.7 50.2 113.4 171.5 Gulbadi 0.34 10.34 114

Receivables (A$m) 0.2 1.0 4.9 8.8 9.4 9.6 Gulbadi Red 0.12 7.84 29

Inventories (A$m) 0.2 2.0 9.8 17.6 18.9 19.2 120 Vein 0.06 4.44 8

Other (A$m) 0.2 0.2 0.2 0.2 0.2 0.2 Fundoot 0.21 13.35 91

Current assets (A$m) 12.1 16.2 38.6 76.9 141.9 200.5 Gufinis 0.15 6.47 31

Non-Current assets Mystery 0.05 8.99 13

PP& E and Development (A$m) 8.9 16.4 30.5 33.3 23.0 12.4 Total 1.6 9.72 503

Exploration & evaluation (A$m) 0.7 1.4 2.2 2.8 3.1 3.6 EV/Resource (A$/oz) 177

Other (A$m) 2.5 2.5 2.5 2.5 2.5 2.5

Non-Current assets (A$m) 12.1 20.3 35.2 38.5 28.6 18.5 Board and Management

Total assets (A$m) 24.2 36.5 73.8 115.3 170.5 218.9 John Anderson Chairman

Current liabilities Iain Macpherson Managing Director & Chief Executive Officer

Payables (A$m) 1.1 1.1 5.6 10.1 10.8 11.0 Howard Lole Executive Director

Short-term debt (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 Larry Andagali Non-Executive Director

Other (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 Werner Swanepoel Chief Operating Officer

Current Liabilities (A$m) 1.1 1.1 5.6 10.1 10.8 11.0 Craig Dawson Chief Financial Officer

Non-current liabilities

Long-term debt (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 Substantial shareholders Shares (m) Stake (%)

Lease liabilities (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 Howard Lole 16 11.9%

Provisions (A$m) 3.3 3.4 3.6 3.8 3.9 4.1 Larry Andagali 7 5.5%

Deferred tax (A$m) 0.0 0.0 2.8 8.7 10.7 10.6 Canada Life Investment Management Ltd 2 1.1%

Other (A$m) 0.6 0.6 0.6 0.6 0.6 0.6 Valuation Spot Prices Argonaut forecasts

Non-Current liabilities (A$m) 3.9 4.0 7.0 13.1 15.2 15.3 Asset A$m A$/sh A$m A$sh

Total liabilities (A$m) 5.0 5.2 12.6 23.1 26.0 26.3 Tolokuma 211.5 1.07 147.5 0.75

Net assets (A$m) 19.2 31.3 61.2 92.2 144.5 192.7 Resources 108.3 0.55 83.2 0.42

Equity Hedge book 0.0 0.00 0.0 0.00

Contributed equity (A$m) 34.6 54.6 84.6 84.6 84.6 84.6 Corporate overhead (13.4) (0.07) (13.4) (0.07)

Accumulated earnings (losses) (15.4) (23.3) (23.4) 7.6 59.9 108.1 Unpaid capital 50.0 0.25 50.0 0.25

Total attributable equity 19.2 31.3 61.2 92.2 144.5 192.7 Cash 11.6 0.06 11.6 0.06

Minorities (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 Debt 0.0 0.00 0.0 0.00

Total Equity (A$m) 19.2 31.3 61.2 92.2 144.5 192.7 Total 368.1 1.86 278.9 1.41

Source: TOK, Argonaut Research, August 2024 Price Target (50/50 spot/base case) 1.60
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   Eight Key Charts
Figure 2: Tolukuma production and AISC Figure 3: Tolukuma quarterly production and AISC

Figure 4: Tolukuma throughput and grade Figure 5: Tolukuma quarterly throughput and grade

Figure 6: Resources by deposit Figure 7: Capex breakdown

Figure 8: Net cash build vs market cap Figure 9: NPV Breakdown

Sources Fig 2-9: FactSet, Argonaut Research, August 2024
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Tolukuma Project background 

Historical 70kozpa operation at 15-20g/t head grades 

Historic production at Tolukuma was based around a small-scale mill (~220ktpa) 

processing a high-grade feed of +15g/t gold with a small silver credit. During the early 

years of production under Dome Resources the mine produced 55kozpa on average with 

head grade of 20g/t Au. When DRD Gold took over operations from 2000-2006, milling 

rates were ramped up to an average of 194ktpa at a 12g/t head grade, producing 71kozpa.  

 

5w5 DƻƭŘΩǎ ƻǇŜǊŀǘƛƴƎ ǇǊƻŦƛƭŜ ƛǎ ǳƭǘƛƳŀǘŜƭȅ ǿƘŀǘ ¢hYΩǎ ǘŀǊƎŜǘŜŘ ōŀǎŜ ŎŀǎŜ ǇǊƻŘǳŎǘƛƻƴ 

profile could be without further upgrades to the existing plant. We understand the 

ultimate milling capacity is maxed out at ~300ktpa, limited by the current SAG mill so there 

is scope to hit a ~300ktpa processing rate if a sufficient mining inventory can be 

established. Emperor Mines, followed by Petromin (PNG state) operated the mine in the 

later years of production. Production rates suffered due to a number of reasons including 

geotechnical instability in the Gulbadi Lode, plant shutdowns due to supply availability (no 

helicopter access) and lack of capital available to invest in additional production fronts.  

 

During the later years of production, mining methods shifted larger production stopes 

which led to increased dilution and a shortage of production fronts. Ultimately the 

production profile was not sustainable and compounded by the high operating costs 

associated with running the site via helicopter access.      

 

Figure 10 ς Tolukuma historic annual production totals, koz pa. Total LOM production 
1Moz at 14g/t Au. 

 
Source: Argonaut Research, August 2024, S&P Global 
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were hamstrung by operating the 
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¢hYΩǎ ǊŜǎǘŀǊǘ ƭŜǾŜǊŀƎŜǎ ƻƴ ǘƘŜ 

existing 220ktpa CIL mill 
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Figure 11 ς Tolukuma historic milling rates and head grades. *Estimated head grade given 
reported production ounces and milled tonnes. 

 
Source: Argonaut Research, August 2024, S&P Global 

 

 

 

Figure 12 ς Location of the Tolukuma Gold Mine, 100km north of Port Moresby 

 
Source: TOK 

 
 

 

 

 

 

 

 

 

 

DRD operated Tolukuma at 

70kozpa with a 12g/t head grade  

 

 

 

 

 

 

 

 

 

 

Tolukuma is located ~100km north 

of Port Moresby. The first road 

access into site will be established 

later this year 
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Source: TOK 

Figure 13 - Tolukuma deposit geology and existing infrastructure. 
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Tolukuma Restart Strategy 

In 2015 the operation was put in care and maintenance as the costs of helicopter borne 

logistics impacted profit margins and limited available funds for capital development and 

further resource growth. The restart strategy at Tolukuma is underpinned by three key 

projects to enable lower operating costs once Tolukuma is restarted back to nameplate 

capacity: 

 

Establishment of road access into site: TOK is currently constructing the remaining 23km 

of road access into the Tolukuma mine site and expects to have the road in operation by 

late Q4, 2024. Road access will be key to lowering capital and operating costs by reducing 

reliance on helicopter support. Historically, helicopter logistics costs at Tolukuma 

contributed to 25-60% of the total operating costs for the mine. 

 

Figure 14 - Tolukuma site access road currently being constructed during our site visit. 

Source: Argonaut Research 

 

Restoring Hydro Power Supply Onsite: During previous operations site power supply was 

supplemented by a 2.7MW capacity hydroelectric power system. Towards the end of 

operations, a landslip damaged the penstock pipe feeding water into the hydro station, 

taking the hydro station offline and shifting site power to expensive diesel generators. 

TOK have initiated preliminary discussions with power providers, looking at constructing 

a new hydro power station. 

 

Prepare 60,000oz of delineated Ore Reserves: TOK have a JORC compliant resource of 

503koz at 10g/t Au & 38g/t Ag, prepared in late 2022. From this resource base, TOK are 

targeting an initial 60koz reserve, enabling a restart to full scale operations. Once 

operations are underway, we would expect further incremental reserve growth as further 

operating development and drilling continues. 

  

 

 

 

 

 

 

 

Road construction is underway 

with first truck deliveries into site 

expected later this year 

 

 

 

 

 

 

 

 

 

During the latter years of 

production Tolukuma relied on 

diesel power generation with fuel 

delivered via helicopter  
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Pathway to a 60kozpa run rate 

¢hYΩǎ ǊŜǎǘŀǊǘ ǎǘǊŀǘŜƎȅ ŦƻǊ ¢ƻƭǳƪǳƳŀ leverages the existing infrastructure for a low capex 

restart. We model staged restart of Tolukuma over the next 18 months concluding with 

restoring the 220ktpa CIL mill. Starting with the 503koz JORE Resource (2022), we model 

an initial start-up mining inventory of 215koz derived by applying a 40% resource-reserve 

conversion rate with 40% a mining dilution factors. In our initial restart scenario, we only 

consider mining from 4 of the 10 lodes reported in the MRE (Fundoot, Gulbadi, Zine and 

Tinabar). We expect the Fundoot and Zine Lodes to be the first area accessed given its 

close proximity (~150m) to existing development currently being dewatered. With further 

dewatering and underground drilling, we expect access to other areas of the resource to 

open up and then incorporated into the Tolukuma mine plan. 

 

Figure 15 ς !ǊƎƻƴŀǳǘΩǎ ƳƻŘŜƭƭƛƴƎ ƳƛƴƛƴƎ ƛƴǾŜƴǘƻǊȅ ŦƻǊ ǘƘŜ ¢ƻƭǳƪǳƳŀ ǊŜǎǘŀǊǘ ǇŜǊƛƻŘ όC¸нр-
FY27) 

 
Source: Argonaut Research, August 2024 

 

 
Figure 16 ς Argonauts initial starting production forecast 

 
Source: Argonaut Research, August 2024 

 
Figure 17 ς !ǊƎƻƴŀǳǘΩǎ ǇǊŜ-production capex estimates over the FY25-FY27 period. 

 
Source: Argonaut Research, August 2024 

 
 

Argonaut Model Mined Inventory

Project Ore (Mt) (g/t) (koz)

Zine 0.38 7.2 88

Tinabar 0.05 9.3 14

Gulbadi 0.29 7.4 68

Fundoot 0.12 10.4 41

Existing Stockpiles/stoped material 0.02 10.4 5

Total 0.85 7.87 215.6

Tolukuma Restart Capital Cost Estimates (FY25-FY27) A$M

Mill refurshment (220ktpa) $10.0

Underground capital development $10.0

UG mining fleet purchase/refurbihsment $10.0

Underground exploration/resource drilling $5.0

Site Infrastructure set up $5.0

$40.0

 

 

 

 

We model an initial starting 

inventory of 215koz from the 

current 503koz JORC resource 
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support a mine life well beyond 

our initial starting inventory 
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Figure 18 ς !ǊƎƻƴŀǳǘΩǎ ŦƻǊŜŎŀǎǘŜŘ ǎǳǎǘŀƛƴƛƴƎ ŀƴŘ ƎǊƻǿǘƘ ŎŀǇŜȄ ǎǇŜƴŘ ŦƻǊ ǘƘŜ ¢ƻƭǳƪǳƳŀ 
restart 

 
Source: Argonaut Research, August 2024 

 

 

¢hYΩǎ ƳƛƴƛƴƎ ŀǇǇǊƻŀŎƘ ǿƛƭƭ ǊŜǾŜǊǘ ōŀŎƪ to underground mining methods used by DRD Gold 

during its successful operating period of the mine. Tight controls on dilution will be 

achieved through a combination of short ~10m high long-hole open stopes and airleg 

mining. Single boom jumbo development will be used for the majority of the development 

work to further control dilution within ore drives. Targeted underground production rates 

will be relatively low for an underground operation, with only 200-300ktpa required to 

meet the milling capacity (220ktpa nameplate capacity). Our underground mining 

scenario at Tolukuma sees a gradual ramp-up achieving 240ktpa at the start of FY28. DRD 

Gold ran Tolukuma at a 12g/t head grade with underground mining rates of 194ktpa. We 

model an 8.0g/t Au head grade duriƴƎ ¢ƻƭǳƪǳƳŀΩǎ ǊŀƳǇ-up period but there is clear 

upside risk to this estimate given what has been achieved during previous operations.  

 

Figure 19 ς !ǊƎƻƴŀǳǘΩǎ ŦƻǊŜŎŀǎǘŜŘ ǉǳŀǊǘŜǊƭȅ Ƴƛƭƭ ǘƘǊƻǳƎƘǇǳǘ ǊŀǘŜǎ ŀƴŘ ƘŜŀŘ ƎǊŀŘŜǎ 

 
Source: Argonaut Research, August 2024 

 

 

 

 

 

 

 

 

The existing CIL mill allows for a 

relatively low capex restart of 

Tolukuma 

 

 

 

 

 

 

 

Underground mining will revert to 

narrow vein mining methods with 

a proven track record at Tolukuma 
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The ultimate milling capacity of the existing CIL plant is bottlenecked at ~300kpta by the 

existing SAG mill. Although not our base case, the bullish scenario at Tolukuma could see 

TOK building out a 11g/t mine plan which at 275ktpa would make TOK a 90-100kozpa 

producer with minimal growth capex. Work programs over the next 12-months to build a 

detailed mine plan and reserve base will be completed which should provide some more 

ŎƭŀǊƛǘȅ ƻƴ ǿƘŀǘΩǎ ŀŎƘƛŜǾŀōƭŜ ƛƴ ǊŜƎŀǊŘǎ ǘƻ ƘŜŀŘ ƎǊŀŘŜǎΦ       

 

Price target and valuation 

We initiate coverage on TOK with $1.60 Price Target and a Speculative Buy 

recommendation. Our price target methodology assumes a 50/50 Blend of our NPV using 

Argonaut gold price forecasts and at spot prices. Our NPV7 cash flow valuations 

ƛƴŎƻǊǇƻǊŀǘŜ !ǊƎƻƴŀǳǘΩǎ ƛƴƛǘƛŀƭ ƳƻŘŜƭƭŜŘ ƳƛƴƛƴƎ ƛƴǾŜƴǘƻǊȅ ŜǎǘƛƳŀǘŜŘ ŦǊƻƳ ǘƘŜ ŜȄƛǎǘƛƴƎ 

JORC resource base. There is considerable scope for growth in our mining inventory with 

further drilling, face sampling and capital development of the Tolukuma deposit. We also 

capture resources not incorporated into our production forecasts at 10% of in ground 

value, reflecting our view that the Tolukuma system holds significantly more resources 

than currently defined. ²Ŝ ŘƻƴΩǘ ƳƻŘŜƭ ŀƴȅ ŘŜōǘ ǇŀŎƪŀƎŜ ǊŜǉǳƛǊŜŘ ƛƴ ƻǳǊ ǊŜǎǘŀǊǘ ǎŎŜƴŀǊƛƻΦ 

We incorporate dilution into our valuation assuming placements at the current share 

price. We model two equity raises required in FY25 and FY26 for a total A$50m to fund 

the restart activities and return to nameplate milling capacity 

 
Figure 20: Price Target is a 50/50 blend of spot and Argonaut NPV 

  
Source: Argonaut Research, August 2024 

 

Key risks to our base case 

 

Mining Inventory ς TOK is yet to report a reserve for the Tolukuma project. Prior 

production at Tolukuma gives us an indication of modifying factors such as dilution, 

recovery and potential production rates. There is no guarantee TOK can establish 

sufficient mining inventories to meet our base case production forecast. 

 

Permitting risk ς Construction of a new TSF will require permitting approval. Delays in the 

permitting ǇǊƻŎŜǎǎ ǿƛƭƭ ƴŜƎŀǘƛǾŜƭȅ ƛƳǇŀŎǘ !ǊƎƻƴŀǳǘΩǎ ōŀǎŜ ŎŀǎŜ ǇǊƻŘǳŎǘƛƻƴ ŦƻǊŜŎŀǎǘΦ 

 

 

 

 

 

 

 

Valuation Spot Prices Argonaut forecasts

Asset A$m A$/sh A$m A$sh

Tolokuma 211.5 1.07 147.5 0.75

Resources 108.3 0.55 83.2 0.42

Hedge book 0.0 0.00 0.0 0.00

Corporate overhead (13.4) (0.07) (13.4) (0.07)

Unpaid capital 50.0 0.25 50.0 0.25

Cash 11.6 0.06 11.6 0.06

Debt 0.0 0.00 0.0 0.00

Total 368.1 1.86 278.9 1.41

Price Target (50/50 spot/base case) 1.60

 

 

Our grade estimates for 

¢ƻƭǳƪǳƳŀΩǎ ǊŜǎǘŀǊǘ ŀǊŜ 

conservatively given its historical 

head grade of 14g/t Au 

 

 

 

 

 

 

 

 

 

 

We initiate with a Speculative Buy 

Recommendation and a $1.60 

Price Target. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Financial Advisers | Stockbroking & Research | Special Situations Financing | Page 11 

Argonaut Research  |  www.argonaut.com 

Project development timeline  

Onsite activity up at Tolukuma has now ramped up with a +60 personnel workforce now 

onsite consisting of site management, technical staff, fitters, electricians, caterers, etc. 

Most of the key onsite management positions have been filled with a good majority of 

the team having previously worked at Tolukuma whilst in operation. There is a 

considerable amount of operating knowledge retained by the current workforce which 

will be invaluable during ramp-up and should shorten the learning curve required to 

bring the mine back to previous production rates. A broad outline of development 

activities in the next 6-months: 

¶ Currently underway ς Dewatering a section of underground workings to 

commence an underground drill program at the Fundoot Lode (91koz at 13g/t 

Au resource). 

¶ October/November 2024 - delivery and installation of a Gravity plant. Expected 

to enable small scale production (40ktpa processing capacity) with an estimated 

40-50% gravity recoveries. 

¶ Q3, 2024 ς Deliver and install 1.3MW diesel power plant for initial ramp up 

power demands. Ongoing surface drill programs at regional targets Taula  

¶ Q4, 2024 ς Final interpretation and MT Survey results. Completion of road 

access into Tolukuma mine site.  

We expect a decision to proceed with the 220ktpa mill refurbishment to be made 

towards the latter half of next year once a 60koz mining inventory is in place. Argonaut 

estimates total capital costs associated with restoring the operation back to full name 

plate capacity to range between A$30-$50M. Largest capex items include: 

¶ Refurbishment of 220ktpa CIL mill - A$10M  

¶ Underground capital development at initial production areas - A$10M 

¶ Under mining fleet purchase and refurbishment - A$10M 

¶ Underground Exploration and resource definition drilling - A$5M 

¶ Site infrastructure set up ς A$5M 

Tolukuma Geology 
 

The Tolukuma deposit is located in the New Guinea metallogenic belt running along the 

central and northern spine of the island of New Guinea. This metallogenic belt contains 

ǎƻƳŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƎƻƭŘ-copper deposits including Grasberg (102Moz) Ok Tedi 

(15Moz) and Wafi Golpu (26Moz). Locally, the Tolukuma deposit is hosted within a 

package of middle to early Pliocene basaltic-andesite-dacitic volcanics. A set of major 

north-northwest striking bounding faults are interpreted as the key controlling structures 

to mineralisation which focused the flow of mineralised fluids and formed an extensive 

set of northwest striking dilation veins across the project.  

 

Mineralisation at Tolukuma is characterised by narrow (0.5-2m), strike extensive vein sets 

hosted within a brittle andesite host rock. Classified as a low sulphidation epithermal 

deposit, mineralisation is present in subvertical quartz veins with variable pyrite and other 

base metal sulphides. The scale of mineralisation across the project is impressive and well 

beyond what we expect a small cap (~A$60M MC) developer to control. The main 

 

 

 

 

 

Restart activities at Tolukuma are 

fairly advanced with a lot of the 

key personnel already in place and 

onsite 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Tolukuma is likely a multi-million 

ounce system but will require time 

and capital to unlock  

 

 

 

 

 

 



 

Financial Advisers | Stockbroking & Research | Special Situations Financing | Page 12 

Argonaut Research  |  www.argonaut.com 

Tolukuma lode was mined over a strike length of around 1,100m along with several other 

dilutional lodes with average strike lengths of 400-600m. Multiple dilatational structures 

have been mapped and sparsely tested for another 1-2km to the south of the existing 

mine footprint 

Figure 21 ς Tolukuma existing resource model with current development. 

 
Source: TOK 

 

Figure 22- wŜƎƛƻƴŀƭ ƎŜƻƭƻƎȅ ƻŦ ǘƘŜ ¢ƻƭǳƪǳƳŀ ƳƛƴŜ ǎƛǘŜ ǊŜƭŀǘƛǾŜ ǘƻ Yфн aƛƴƛƴƎΩǎ Yŀƛƴŀƴǘǳ 
operation (TSX:KNT, $1.9B Market cap) 

 
Source: KNT:TSX 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Tolu Minerals are in a similar 

position to K92 Mining circa 2018 ς

small mill operation which funded 

further exploration success. K92 

Mining current is A$1.9B   

 

 

 

 

 

 

 

 

 

 

 

 


