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Impact: Slightly Positive 
Lotus Resources announced that it has moved into the final planning phase 
for restarting its Kayelekera uranium project in Malawi. A restart date has 
been provided, targeting late-2025, within an estimated 15-month window of 
a Final Investment Decision (FID), work for which is underway. Short-to-
medium-term plans to add value at the recently acquired Letlhakane project 
in Botswana (read note) were also announced. Strong and rising U3O8 prices, 
ample resources and near-term production potential have helped Lotus 
rank as one of our top picks (read sector report) and amongst the top of 
its developer peer group in share price performance over the past three 
and twelve months (up 62% and 42%, respectively). This should help 
reduce any potential equity dilution as it goes to finance the estimated 
US$88M initial capex needed to restart Kayelekera. The 2022 DFS outlined 
a plan to mine 2.4M lbs U3O8 pa over 10 years at an average C1 cash cost of 
US$29.10/lb (read note), though a planned FEED program could update 
capital and operating cost estimates. Mine Development Agreement 
(MDA) and power discussions continue, FEED optimization is ongoing and 
interest in desired off-takes is increasing. 

• Kayelekera FID estimated within 6 months. Financing is to be arranged 
with the help of a debt advisor and offtake agreements. A FEED program 
is also pending. Signing of a Power Supply and Power Implementation 
Agreement (PSA & PIA) is critical in achieving lower operating costs. MDA 
negotiations with the Government of Malawi remain ongoing. 

• Kayelekera FEED program to confirm, update Capex and Opex.  It 
should help budgeting, validate the 15-month refurbishment timeline and 
determine long-lead items. Key improvements include connection to the 
grid, acid leaching and recycling, beneficiation and tailings pond update. 

• Work planned for improving Letlhakane economics from 2015 DFS. A 
resource update based on remodelling with tighter constraints is planned 
in Q2/24. This should be followed by preliminary geometallurgical 
modeling and mine planning, an infill program to convert Inferred 
resource to the M&I category and continued ore beneficiation testwork. A 
Scoping Study or PEA based on these results is also planned. 

• DCF model financing and timeline assumptions updated. We model 
production to commence in Q3/2025 and assume that the initial capex 
would be funded by a 75%-25% debt/equity split. While the current offtake 
environment is strong and Lotus could enter obtain substantial financing 
through agreements at better prices than our long-term price forecast of 
US$60/lb, we do not currently model higher sales prices. 

We maintain our BUY rating and increase our target to A$0.40/sh (was 
A$0.35/sh). Our target is based primarily on DCF8% valuation of Kayelekera 
and Letlhakane. Our higher target was a result of applying a higher target 
multiple of 0.95x (was 0.90x) to our NAVPS of A$0.40, reflecting the relatively 
more de-risked nature and specified start date for Kayelekera and a stronger 
off-take environment. We expect LOT performance to be driven by uranium 
prices and shrinking production timeline. Upcoming catalysts: 1) Kayelekera 
FID and financing updates (Q3/24), 2) Letlhakane updated MRE (Q2/24) and 
technical and economic studies (H2/24). 
 

Lotus Resources Ltd. (ASX:LOT, OTCQB:LTSRF) 
Kayelekera Restart Targeted for 2025, Working Towards FID  

Corporate Update 
                January 17, 2024 

(Currency is A$ unless noted otherwise)

Closing Price ($/sh) $0.33

Rating BUY

Target ($/sh) $0.40

Return to Target 21%

52 Week Low / High $0.15   /   $0.35

CAPITALIZATION Basic Diluted 

Shares Outstanding (M) 1,724.5    1,755.7   

Market Capitalization ($MM) $569.1

Enterprise Value ($MM) 555.6

Cash and Cash Equivalents ($MM) $13.5

Total Debt ($MM) $0.0

STOCK CHART

RELATIVE PERFORMANCE

FYE JUNE 30 2024E 2025E 2026E

Total production (M lb) 0.0 0.0 1.8

Total cash costs (US$/oz) 0.0 0.0 29.6

EPS ($/sh) 0.00 -0.02 0.02

CFPS ($/sh) 0.00 -0.02 0.02

RELATIVE VALUATION US$ EV/lb U3O8 P/NAV

Lotus Resources Ltd. $1.57       0.83x

Peers* $5.87       1.01x

*Capital IQ Consensus

MAJOR SHAREHOLDERS (According to IQ)

DISCLOSURE CODE: 1,2,3

(Please refer to the disclosures listed on the back page)

Source: RCS, Company Information, Capital IQ

Company Description
Lotus Resources Limited engages in the exploration and

development of mineral properties in Australia and Malawi. Its

flagship property is the 85%-owned Kayelekera uranium project

located in northern Malawi, Africa, with current resources of

46.3M U3O8 (M&I&I). The company was formerly known as

Hylea Metals Limited and changed its name to Lotus Resources

Limited in August 2019. Lotus Resources Limited was

incorporated in 2006 and is based in West Perth, Australia.

Management and Insiders (10.98%)Macquarie Group, Ltd., 

Banking & Se (8.49%), Shenke Holdings Ltd. (7.66%), ALPS 

Advisors, Inc. (6.39%)
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Figure 1: Valuation summary 

  
Source: RCS Estimates 
 

 
 
 

 

Net Asset Value Method A$M A$/sh FD
Projects & Interests

Kayelekera, Malawi (85%) DCF 8% $314.1 $0.18

Letlhakane, Botswana (100%) DCF 8% $109.9 $0.06

Wilconia, Australia (55%) In-situ US$0.03/lb $37.5 $0.02

Asset NAV $461.5 $0.26

Cash & Cash Equivalents $13.5 $0.01

Debt - $0.00

Sunrise Energy Metals (ASX:SRL) $1.89 $0.00

Additional Resource Value $243.0 $0.14

Exploration upside $38.8 $0.02

Corporate G&A ($43.2) -$0.02

Corporate NAV $715.5 $0.40

Multiple 0.95x

Target $0.40
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Disclosure Requirement 
Red Cloud Securities Inc. is registered as an Investment Dealer and is a member of the 
Investment Industry Organization of Canada (IIROC). Part of Red Cloud Securities Inc.'s 
business is to connect mining companies with suitable investors. Red Cloud Securities Inc., 
its affiliates and their respective officers, directors, representatives, researchers and 
members of their families may hold positions in the companies mentioned in this document 
and may buy and/or sell their securities. Additionally, Red Cloud Securities Inc. may have 
provided in the past, and may provide in the future, certain advisory or corporate finance 
services and receive financial and other incentives from issuers as consideration for the 
provision of such services.  
 
Red Cloud Securities Inc. has prepared this document for general information purposes only. 
This document should not be considered a solicitation to purchase or sell securities or a 
recommendation to buy or sell securities. The information provided has been derived from 
sources believed to be accurate but cannot be guaranteed. This document does not take 
into account the particular investment objectives, financial situations, or needs of individual 
recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues, 
etc.) which may exist for certain persons. Recipients should rely on their own investigations 
and take their own professional advice before investment. Red Cloud Securities Inc. will not 
treat recipients of this document as clients by virtue of having viewed this document. 
 
Red Cloud Securities Inc. takes no responsibility for any errors or omissions contained herein, 
and accepts no legal responsibility for any errors or omissions contained herein, and accepts 
no legal responsibility from any losses resulting from investment decisions based on the 
content of this report.  
 
 
 

Date Rating Target Status %

2021-03-26 NA NA BUY 71%

2021-05-14 NA NA BUY (S) 24%

2021-07-06 NA NA HOLD 0%

2021-07-28 BUY 0.22 TENDER 1%

2021-10-13 BUY 0.40 NA 4%

2021-10-15 BUY 0.40 UNDER REVIEW 0%

2021-10-21 BUY 0.40

2021-11-23 BUY 0.40

2022-02-16 BUY 0.40

2022-03-10 BUY 0.40

2022-06-27 BUY 0.40

2022-08-12 BUY 0.30

2023-06-02 BUY 0.30

2023-07-13 BUY 0.35

2023-10-19 BUY 0.35

2023-10-25 BUY 0.35

2023-11-10 BUY 0.35

2023-12-11 BUY 0.35

Recommendation / Target Change Red Cloud Securities has this percentage of its 

universe assigned as the following:

mailto:research@redcloudsecurities.com
http://www.redcloudresearch.com/
http://www.redcloudresearch.com/
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 Company Specific Disclosure Details   
Company Name Ticker Symbol Disclosures 
Lotus Resources Ltd. ASX:LOT 1,2,3 

 
1. The analyst has visited the head/principal office of the issuer or has viewed its 

material operations.  
2. The issuer paid for or reimbursed the analyst for a portion, or all of the travel 

expense associated with a visit. 
3. In the last 12 months preceding the date of issuance of the research report or 

recommendation, Red Cloud Securities Inc. has performed investment banking 
services for the issuer. 

4. In the last 12 months, a partner, director or officer of Red Cloud Securities Inc., or an 
analyst involved in the preparation of the research report has provided services 
other than in the normal course investment advisory or trade execution services to 
the issuer for remuneration. 

5. An analyst who prepared or participated in the preparation of this research report 
has an ownership position (long or short) in, or discretion or control over an account 
holding, the issuer’s securities, directly or indirectly. 

6. Red Cloud Securities Inc. and its affiliates collectively beneficially own 1% or more 
of a class of the issuer’s equity securities. 

7. A partner, director, officer, employee or agent of Red Cloud Securities Inc., serves 
as a partner, director, officer or employee of (or in an equivalent advisory capacity 
to) the issuer.  

8. Red Cloud Securities Inc. is a market maker in the equity of the issuer.  
9. There are material conflicts of interest with Red Cloud Securities Inc. or the analyst 

who prepared or participated in the preparation of the research report, and the 
issuer. 

 
Analysts are compensated through a combined base salary and bonus payout system. The 
bonus payout is determined by revenues generated from various departments including 
Investment Banking, based on a system that includes the following criteria: reports 
generated, timeliness, performance of recommendations, knowledge of industry, quality of 
research and client feedback. Analysts are not directly compensated for specific Investment 
Banking transactions. 
 
Recommendation Terminology 
Red Cloud Securities Inc. recommendation terminology is as follows: 
• BUY – expected to outperform its peer group 
• HOLD – expected to perform with its peer group 
• SELL – expected to underperform its peer group 
• Tender – clients are advised to tender their shares to a takeover bid 
• Not Rated or NA – currently restricted from publishing, or we do not yet have a rating 
• Under Review – our rating and target are under review pending, prior estimates and 

rating should be disregarded. 
 

Companies with BUY, HOLD or SELL recommendations may not have target prices 
associated with a recommendation.  Recommendations without a target price are more 
speculative in nature and may be followed by “(S)” or “(Speculative)” to reflect the higher 
degree of risk associated with the company. Additionally, our target prices are set based on 
a 12-month investment horizon. 
 
Dissemination 
Red Cloud Securities Inc. distributes its research products simultaneously, via email, to its 
authorized client base.  All research is then available on www.redcloudsecurities.com via 
login and password 
 
Analyst Certification 
Any Red Cloud Securities Inc. research analyst named on this report hereby certifies that the 
recommendations and/or opinions expressed herein accurately reflect such research 
analyst’s personal views about the companies and securities that are the subject of this 
report. In addition, no part of any research analyst’s compensation is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by such research 
analyst in this report. 
 

http://www.redcloudsecurities.com/

