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Executive summary

Welcome to the third African
Mining Indaba special edition
of the Deloitte WA Stock
Exchange Index

The Investing in African Mining Indaba conference continues to be
one of the world’s most significant mining investment events, driven
largely by the fact that Africa is estimated to contain up to 30% of
the world’s mineral resources, underpinning not only its current
importance but hopefully its relevance for years to come.

It was a tough year for the majority of the commodities surveyed,
largely due to weak demand from the Chinese manufacturing sector,
a recovering US economy driving appreciation in the US dollar, and
an oversupplied market for some of the major commodities such
as crude oil and iron ore.

Despite a challenging year it is clear the resource sector in Africa still
holds potential as an emerging market opportunity, however market
conditions have certainly impacted the way Australian companies
are approaching the opportunities.

Crude oil prices suffered a 48.9% fall for the year, reaching its
lowest point since early 2009. Iron ore prices experienced similar
woes, declining 47.4% over the course of the year with major global
producers ramping up production following significant investments
in expansion projects over recent years.

The market capitalisation of WA listed companies with operations
in Africa that comprise the Deloitte WA (Africa) Index, fell 47.3%
over the 12 month period ended 31 December 2014, to close
at AU$4.0bn, and now comprises just 3.1% of the total Deloitte
WA Index (in terms of market capitalisation), compared to 4.9%
at 31 December 2013, and 9.2% at 31 December 2012. Of this
movement, AU$2.0bn is attributed to merger and acquisition activity,
leading to 9 companies with African operations delisting from the
ASX during the year. Excluding this corporate activity the Deloitte WA
Africa Index still decreased by 27.3% or AU$1.5bn over this period.
Meanwhile, the market capitalisation of all WA listed companies
which comprise the WA Index declined 16.9 % over the 12 months to
31 December 2014, to close the year out at AU$129.3bn, its lowest
point since June 2013.
The Deloitte WA Index has had a rollercoaster year, hitting a two year
high in July 2014 before the resource dependent market was weighed
down by weak commodity prices in the second half of the year.
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A major global challenge faced this past year has been the
Ebola outbreak in Western Africa, which has rapidly become the
deadliest occurrence of the disease since its discovery in 1976.
Some WA mining companies with operations in West Africa
suspended all non-essential work in the region to protect employees,
while other mining operations have seen workers not turning up to
work due to fear of contracting the disease.
The South African platinum miners’ strike which started in
January 2014 and ended five months later, may be a reminder to
foreign investors, highlighting as it does, the delicate relationship
between resource companies and local workforces. The result of the
strike saw wage raises of up to 20% annually and could cause pause
for thought when evaluating potential projects in the region.
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On a positive note for WA based African companies, a memorandum of
understanding (MOU) between the WA State Government and nineteen
African countries was announced in September 2014 and is designed
to help streamline the administration of the African mining and oil and
gas industries. The MOU is aimed to provide economic opportunities
for both WA and the nineteen African countries through the sharing of
knowledge and technology in the resources and agriculture fields.

African tailings: liability or asset?

In this special edition of the Deloitte WA Index, we highlight a number
of emerging issues and areas of interest for those currently operating
in or planning to enter the African market:

Promoting integrity mitigates the risk of fraud
and corruption

Australia’s changing investment into Africa
– the focus shifts to oil and gas?
We review the changing face of Australian investment into Africa,
and the impact that commodity price volatility, political and health
and safety issues have had over recent years, and the steady growth
in Australian oil and gas investment in the continent.

Southern African Coal: Black Hole or Black Gold?
We consider the increasing importance of government policies in
relation to Independent Power Producers (IPPs) for companies with
existing Southern African coal assets, or considering investing in them,
given the challenging pricing for thermal coal, and the fact that high
quality deposits are often located in remote regions with poor
transport infrastructure.

We take a look at the potential value of these often overlooked assets
which have built-up across Africa, and as a result of technological
developments may be an increasing source of value for companies
given today’s challenging economic conditions, where capital can be
hard to come by, and quick payback is increasingly important.

We look at the age old issue of fraud and corruption and ways of
managing this risk, which is often more of an issue in the resources
industry given the high levels of expenditure often undertaken in
underdeveloped regions.
In respect of the changing Australian Investment in Africa we
interviewed a number of CEOs of companies operating in the
mining, mining services and oil & gas industries, to understand
what challenges they had faced over the last 12 months, and what
challenges and opportunities they believe the future holders for their
operations in Africa.

The success of Newfield
and Paladin in a challenging
environment is testament to
the perceived quality of their
projects, and future potential.
Also in a year that was particularly difficult for companies in the
Deloitte WA Index operating in Africa in the mining services and oil
and gas industries, where generally more than half their market value
was lost, we have highlighted Imdex Limited, Macmahon Holdings
Limited and Otto Energy Limited as companies that out-performed
their peers and perhaps are well positioned to take advantage of
future opportunities.

We recognise the two top performing mining companies in what has
been a challenging year for all. These were:
• Newfield Resources Limited:
Market capitalisation increased by 202.0% (AU$57m)
• Paladin Energy Limited:
Market capitalisation increased by 33.8% (AU$152m).
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Changing Australian Investment into Africa
- the CEO perspective

The African landscape is changing, mining
and mining services companies are needing to
accelerate their efficiency programs and invest more
significantly in innovation whilst Australian oil and
gas investment in Africa has increased.

We explore the current challenges and opportunities of operating
in Africa from the perspectives of WA based companies operating
in different sectors within Africa. We asked how changes in global
investment have impacted on where to invest in Africa, the impact
of commodity price volatility and the changing attitudes of local
and national governments.
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Deloitte spoke to three CEOs to get their perspective:

JOHN WELBORN
Equatorial Resources

ROD LEONARD
Lycopodium

ROBERT WILLES
Challenger Energy

John Welborn is Managing Director and
CEO of Equatorial Resources Limited, an ASX
listed iron ore exploration and development
company with two 100% owned largescale projects in the Republic of Congo. Mr
Welborn has more than 20 years’ experience
in the natural resources sector as a senior
executive and in corporate management,
finance and investment banking.

Rod Leonard was appointed Managing
Director of Lycopodium in January 2010.
One of the founding partners of Lycopodium
and an Executive of Lycopodium Limited
since listing in 2004, Rod has also served on
various subsidiary boards. Rod has nearly 30
years’ experience in a variety of roles in the
operation and project development of major
projects around the world including Africa.

Robert is Managing Director of Challenger
Energy Limited, focussed on the shale gas
play in the Karoo Basin in South Africa.
Robert has over 25 years of extensive
international experience in the oil and gas
and energy industries – primarily with BP.
Robert was BP’s General Manager of the
North West Shelf LNG Project, responsible
for strategy, production, safety, marketing,
and profitability. Formerly a Director of
the Australian Petroleum Production and
Exploration Association (APPEA), Robert was
more recently CEO of Eureka Energy Limited.

AFRICAN MINING INDABA 2015

Question:
Have you seen changes to the global investment/economic landscape over the past 12 to 18 months that has impacted where you would invest in Africa?
If so, what has driven these changes?

JOHN WELBORN
Equatorial Resources

ROD LEONARD
Lycopodium

ROBERT WILLES
Challenger Energy

“Commodity and country are the main factors when considering
where to invest. We have focused on two large scale iron ore projects
in the Republic of Congo where there have been huge changes
recently, particularly regarding Chinese investment.

“The drop in commodity price has certainly had a significant impact.
Raising capital is also a challenge we are seeing for many of our
clients, however good projects can still get funding. Companies
have gone back to basics to ensure technically and economically
robust projects and also have had to consider alternative strategies
for financing.

“Given the significant fall in the oil price, companies are undoubtedly
more focussed on the legislative and fiscal stability of their
host countries.

When selecting a country to invest in, a number of factors are
important, including political and fiscal stability. There are stable
countries in pockets in Africa. It’s also important to look at what
external investment exists and whether there is a dominant driving
and sustainable industry in the country which other industries can
then build off. Chinese investment is obvious across Africa, but
investment from other countries is less so.
Ongoing Chinese infrastructure investment and the increasing
appetite across Africa to diversify economies has driven these changes.
The Republic of Congo is mainly focussed on oil, so mining represents
an obvious diversification opportunity. Agriculture and timber
also exist.”

In the past companies have had easier access to funding and therefore
some projects got up that perhaps shouldn’t have. African gold mines
and greenfields projects where detailed planning and design was
undertaken on good, solid resources, seem to have done a lot better
than mines where the business case was more opportunistic and
leveraged to high commodity prices.”

Against the current price backdrop, they will also be re-evaluating
the quality and materiality of resources, and tightly managing costs
- both CAPEX and OPEX, to ensure their ability to ultimately market
end products.
The impact of the oil price depends on where in the lifecycle you
are as a company. The exploration end of the cycle is less impacted,
as revenue is not affected. It may affect the timeline for some, but
not others, for example those seeking to supply the domestic versus
the international market. If the domestic market is the focus (as with
Challenger) then the local market is most relevant and you need to
look at next best alternatives in the country. Current market volatility
will likely increase competition among service companies, which
may benefit costs.”
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Changing Australian Investment into Africa - the CEO perspective...continued

Question:
What are the key challenges that your company has experienced over the past 12 months?

ROD LEONARD
Lycopodium

ROBERT WILLES
Challenger Energy

“Companies have to evolve. Currently there is a lot of innovation
which is a good thing. There are new processes being developed
and they are improving extraction efficiencies. The industry has
learnt a lot during this cycle and will be stronger as this downturn
recedes. Consulting firms need to be innovative, technically very
strong, and deliver cost effective services. Given the competitive
landscape, companies are receiving good value at the moment
from consulting firms.”

“The proposed oil & gas legislation and regulations in South Africa
have remained under review during the past 12 months. It’s evident
the government is taking the time to get it right.
This said, in October, we were advised by the Petroleum Agency SA
(PASA) that a decision had been taken to proceed with processing
our application for a shale gas Exploration Right in South Africa’s
Karoo Basin.

Question:
Has commodity price volatility impacted your access to funding over the past 12 months? If so how have you responded to this?

JOHN WELBORN
Equatorial Resources

ROBERT WILLES
Challenger Energy

“Definitely, Equatorial is ready to fund and build, but the appetite for
funding iron ore is zero at present. But it’s not impossible; we are
looking at other opportunities such as government funding.”

“We raised $1.2m in November via private placement, so from
a Challenger perspective, investors have been very supportive.
Our needs are relatively modest at present, and we maintain
low overheads.”
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Given that the processing of applications for shale gas Exploration
Rights in South Africa had been on hold since 2011, this represents
a major breakthrough for Challenger and our local subsidiary, Bundu
Gas and Oil Exploration Pty Ltd, and the other companies pursuing
acreage in the Karoo.”
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Question:
What do you see as the biggest opportunities for the next 12 months, and related to this what strategies are you currently pursuing to drive growth over this period?

JOHN WELBORN
Equatorial Resources

ROD LEONARD
Lycopodium

ROBERT WILLES
Challenger Energy

“We will continue to pursue government funding options.
Infrastructure sharing is not in the mining culture, but it makes so
much sense. It is the right long term answer for Africa.”

“The need to be highly innovative through technical and project
delivery excellence. We must help clients improve their project viability.
It’s time to reset and refresh.”

“The biggest opportunities in the year ahead will be the resolution and
award of exploration rights, and to receive clarity on the Act, fiscal
terms and regulatory framework for the sector in South Africa. Our
ongoing discussions with prospective farm-in partners also present a
significant opportunity.”

Question:
What do you see as the potential biggest threats your company faces over the next 12 months?

JOHN WELBORN
Equatorial Resources

ROD LEONARD
Lycopodium

ROBERT WILLES
Challenger Energy

“Global iron ore supply - this rules the pricing structure. If significant
supply comes on elsewhere, African iron ore could be left behind in
the future.”

“The biggest threats are the same as the challenges - the longer lead
time required to get projects off the ground. Good projects will get
off the ground as many companies take a longer term view, but it’s
not necessarily based on current cycle. Also failing to achieve a client’s
needs and expectations through the application of innovation and
technical excellence is a big threat.”

“Prolonged uncertainty around the timing and the exact policies and
regulations that may be determined for the sector has the potential
to negatively impact investor sentiment. Ongoing investor support is
therefore important in the medium to long term.”
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Changing Australian Investment into Africa - the CEO perspective...continued

Question:
What contingencies does your company have in place to protect itself/benefit from future commodity price volatility?
JOHN WELBORN
Equatorial Resources

ROD LEONARD
Lycopodium

“We are well-funded to maintain the project but we need to be
patient. We need to continue to look for partners and refine the
project, pursuing the staged plan particularly at Myoko which has a
railway that can handle a small scale iron ore project. Starting small
and building over time is a good approach in Africa given the current
fiscal and political risks.”

“Good financial discipline internally and continually focussing
on being innovative, demonstrating our technical expertise and
delivering at a good price. We need to ensure Lycopodium is the
client’s preferred service provider who will help clients deliver in any
region in the world.”

Question:
Given the pressures that the global economy is currently experiencing, have you seen changing attitudes from local and national governments with respect to regulation, and supporting business?
JOHN WELBORN
Equatorial Resources

ROD LEONARD
Lycopodium

ROBERT WILLES
Challenger Energy

“There is cultural differential across Africa – the Congo is both Africa
and francophone. The Congo has ongoing enthusiasm for foreign
investment but does recognise the need to provide a stable platform
for investment. You can’t generalise, in Africa there are 54 countries
operating at different stages of maturity, with different political risks
and differing views on foreign investment.”

“In general governments are supportive and want resource projects to
go ahead. They see the benefit to their country and their people. They
are however, expecting local value-added services and local employment.
Companies therefore need to adapt to these expectations. If companies
do the right thing governments generally work well with the
project owners.”

“Oil and gas exploration requires significant investment, hence oil and
gas companies need fiscal and regulatory certainly to invest.
In South Africa the government is supportive, given the very real issues
they are looking to address including unemployment, GDP growth and
critical demand for power infrastructure and supply.
The new minister has been listening to the oil and gas industry and is
seeking to understand issues relevant to the industry. The government
appears to have the desire to settle a framework for the sector to
encourage foreign investment in what could potentially be a
game-changer industry for South Africa.”
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Deloitte movers and shakers

Top percentage (%) movers for the year ended 31 December 2014

The top percentage (%) movers for the 12 months ended 31 December 2014 were:

Consistent with prior
years, we have identified
the top two Movers and
Shakers within the Mining
Sector for the year ended
31 December 2014

Rank

ASX

Constituent Name

1

NWF

Newfield Resources Limited

2

PDN

Paladin Energy Limited

Mkt Cap (AU$m) - 31 Dec 2014

Mkt Cap (AU$m) - 31 Dec 2013

Mvmt (%)

85

28

202%

600

448

34%

Source: Australian Securities Exchange and Capital IQ

The success of Newfield and Paladin in a challenging environment is
testament to the perceived quality of their projects, and future potential.
In a new development for 2014, we have also included spotlight articles
on some of the top performing WA based companies with operations in
Africa outside of the mining sector, focusing on Mining Services and Oil &
Gas, with Imdex Limited, Macmahon Holdings Limited and Otto Energy
Limited performing well compared to their peers.
This expansion from the traditional emphasis solely on mining, reflects
the increasing focus that Australian companies in these two sectors
are placing on Africa, as a result of either a maturing and increasingly
challenging Australian market from a mining services perspective, to
the potential of under-explored regions from an Oil & Gas perspective,
compared to the maturity experienced by most Australian hydrocarbon
provinces, providing opportunities for junior explorers and majors alike
to acquire interests in frontier regions.
2014 has been a challenging year for the majority of companies in
the Deloitte WA (Africa) Index, not only having to operate in challenging
and often remote locations, but also having to deal with plummeting
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commodity prices, and unforgiving capital markets, on top of age old
concerns surrounding political and social challenges. These developments
have made it all the more important for companies to drive internal
efficiencies focusing on cost strategy, technology innovation, operational
excellence and management capabilities, all of which are now more
important than the drive for volume which was often the main goal
two or three years ago.
Additionally, growth over the last year has been sporadic, with for
example mining services companies within the Deloitte WA (Africa) Index
experiencing on average a 52% decrease in market capitalisation over
the course of the year ended 31 December 2014.
Given these factors, and the significant downward pressures
experienced for the majority of the year within the resource dominated
equity markets both domestically as well as internationally, the success of
these movers and shakers and spotlight companies to outperform their
peers, is certainly an achievement to be noted.
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Movers & Shakers:
Newfield Resources Limited

Newfield Resources Limited (‘Newfield’) increased
its market capitalisation by 202% from AU$28m to
AU$85m over the year ended 31 December 2014.
As at 31 December 2014:
Newfield was ranked 95th in the Deloitte WA index.

Background
Newfield, incorporated in September 2011, is a Western Australian
based diversified exploration company that holds licenses in diamond
exploration projects in the Southern Bo District in Sierra Leone, along
with WA based gold exploration projects.

Review of operations
The Allotropes diamond project in Sierra Leone was acquired
on 31 March 2014 for 29m Newfield shares and 29m options.
The project focuses on Alluvial diamond exploration and Kimberlite
exploration. Alluvial exploration activities are being conducted at
the Southern Bank area where a bulk-sampling program in the
Lower Terrace facies has shown encouraging results, with Diamonds
extracted showing a recovered grade of c.44 carats per hundred
tons along with average stone size of 0.48 carats per stone.
The original tenement holding acquired with the acquisition
of Allotropes Diamonds was 101km2, this has since been added to
substantially with new exploration licences announced on 7 July 2014
and 19 November 2014, adding 439km2 and 462km2 respectively to
the exploration area.
Newfield’s gold projects involve the Newfield and Crest Yard project
in WA. The Newfield project covers several exploration licenses where
an auger soil sampling program has resulted in discovery of gold
anomalies between the ranges of 10 to 47 ppb gold.

The Crest Yard project has undergone an aeromagnetic survey,
auger geochemical and air core drilling program where several areas
of bedrock gold mineralisation have been defined. Follow up drilling
programs have been scheduled to test these areas in further detail.
The increase in Newfield’s market capitalisation over the year was
driven by a number of factors including the discovery of kimberlite
dykes at Lake Popei as part of the Allotropes diamond project on
16 September 2014. The dykes were confirmed by surface trenching
and independent petrographic analysis. Subsequent findings
discovered that the kimberlite contains diamonds, where samples
recovered were tested using micro-diamond analysis confirming
the diamond features, further fuelling investor positivity.
Share placements during the year played a part in causing the market
capitalisation increase where Newfield successfully completed two
rounds of share placements, the first on 31 March 2014 raising
$AU4.0m and the second on 26 August 2014 raising $AU2.5m.

Going forward
More recently, Newfield announced on 25 November 2014 that a
Dense Media Separation (DMS) plant had been successfully erected
on-site at Allotropes and commissioning was underway. It is expected
that diamond recovery using the plant will commence in the first
quarter of calendar year 2015.
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Movers & Shakers:
Paladin Energy Limited

Paladin Energy Limited (Paladin) has increased its
market capitalisation by 33.8% from AU$448m to
AU$600m over the year ended 31 December 2014.
As at 31 December 2014:
Paladin was ranked 20th in the Deloitte WA Index.

Background

Review of operations

The Western Australian based uranium production company Paladin
Energy Ltd (Paladin), has several active projects in Australia as well as
two mines and an exploration stage project in Africa. In keeping with
its main strategy of becoming a major uranium mining house, the
company has sought to establish a substantial portfolio of projects
since the global downturn in uranium markets in 1998. Paladin
has an 82.08% interest in Summit Resources Limited, a key
joint venture partner.

The company’s improved market performance throughout the year
is reflective of several recent developments. Firstly Japan announced
the recommencement of its nuclear power programmes, whilst China,
India and the US made clear their intentions of increased reliance on
nuclear power. This move towards nuclear power is attributed to the
US’s aim to reduce emissions as well as India’s target of having nuclear
power contribute to 25% of overall electricity usage.

Located in Namibia, the Langer Heinrich mine is Paladin’s flagship
project which is currently in production after the completion of its
stage 3 expansion. The mine is capable of producing an average of
5.2Mlb of uranium per annum. Kayelekera, located in Malawi, has
been placed on ‘care and maintenance’ subsequent to the downturn
in uranium prices. It is expected that production will recommence
once the uranium price recovers to approximately US$75/lb, and
grid power supply (ESCOM) is available on site to replace the
existing diesel generators with low cost hydroelectricity. Regional
exploration is seeking to extend the project’s expected life once the
mine resumes activity. Paladin also owns the Agadez project which
is in the exploration stage. Agadez is located in northern Niger in
the Tim Mersoï Basin, which has experienced significant uranium
production since the commencement of activities in the 1970’s.
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Within the final month of the year, Paladin announced the successful
completion of its Retail Entitlement Offer. Raising A$94.6 million,
as the final stage of Paladin’s A$144 million entitlement offer that
was first announced on the 24th November 2014. The company’s
equity rising also increased by a further A$61 million as a result of
the placement to Hope Clean Energy (Singapore) Pte Ltd on the
same date.

Going forward
In terms of the future, Paladin’s key priorities include further cost
rationalisation in conjunction with deleveraging its balance sheet.
The company is focused on maintaining a stable and sustainable
position which will enable full exploitation of the future rise in uranium
prices. Strong operational performance will ultimately assist Paladin in
becoming a tier 1 producer.
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Spotlight – Mining Services:
Imdex Limited

Imdex Limited’s (Imdex) market capitalisation
decreased by 20% from AU$130m to AU$104m
over the year ended 31 December 2014 compared
to an average decrease of 52% for mining services
companies within the Deloitte WA (Africa) Index.
As at 31 December 2014:
Imdex was ranked 76th in the Deloitte WA Index.

Background
Imdex is a Western Australian based mining services company
providing services to clients across the world. The company provides
innovative drilling fluids and advanced downhole survey instruments
to a diverse range of industries, including mining, oil and gas, water
well and civil engineering, with mining and oil and gas making up
61% and 39% of FY14 revenue respectively. Imdex’s operations span
across all four major international mineral exploration and mining
regions, including Canada, Africa and Asia Pacific and recently Latin
America. Operations in these regions include the manufacturing and
sale/rental of products to both the mining and oil and gas industries.

Imdex announced a net loss after tax of AU$5.3m for FY14 compared
to an AU$19.4m profit in the previous year, largely due to one-off
write-downs and closure costs relating to the closure of AMCC Oil
& Gas Kazakhstan. Additionally the minerals and mining industry
has experienced a general downturn in FY14 as a result of weak
commodity prices, which has resulted in lower activity. Imdex’s
Africa operation for FY14 contributed approximately 10% of
revenue compared to 15% in the prior year.

In addition to the provision of drilling fluids, there has been growing
industry demand in the American market for Imdex’s Solid Removal
Unit (SRUs) products, released in FY12, which eliminate chips of rocks
in the drilling cycle giving significant economic and environmental
advantages. Imdex has also developed a range of gyroscopic surveys
and directional steering instruments designed to address the demand
for advanced technology and accurate date to locate reserves in
deeper, smaller, existing or multiple wells.

Going forward, Imdex is looking to focus on marketing its new
technologies to help drive future growth including SRUs, Gyros, and
Gyrocompass, all of which have significant future potential.

Review of operations
Imdex market capitalisation has declined 20% in the year ended
31 December 2014, which although disappointing, is still a better
relative performance than the majority of mining services companies
within the Deloitte WA Index, especially when compared to those with
significant operations in Africa.
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Going forward

The company will also focus on cost cutting and working capital
management to ensure that it remains in a robust financial position,
and will be well positioned to take advantage of economic
improvements. Imdex will also be looking into strengthening its
market share in the Oil & Gas sector through leveraging its expertise
and product development capabilities. Imdex management expect
the outlook of the minerals market to recover in FY15 given recent
evidence of increased activity in the market.
However, if this is not the case, the company’s product offering is well
positioned to capitalise on customers who are looking to maximise the
efficiency and productivity of their operations.
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Spotlight – Mining Services:
Macmahon Holdings Limited

Macmahon Holdings Limited’s (Macmahon) market
capitalisation decreased by 50% from AU$182m
to AU$90m over the year ended 31 December
2014, compared to an average decrease of
52% for mining services companies within
the Deloitte WA (Africa) Index.

Background

As at 31 December 2014:
Macmahon was ranked 91st in the Deloitte WA Index.

Review of operations

Macmahon was incorporated in 1963 and first listed on the ASX in
December 1983. Macmahon is a Western Australia based company
providing the complete package of mining services to clients in Australia,
Africa, New Zealand, South East Asia, and Mongolia, and has contributed
towards many of Australia’s largest multi-disciplinary mining and
construction projects throughout its 51 year history.

In Australia Macmahon has a AU$1.8 billion surface mining contract
with Fortescue Metals Group that sees the company responsible for
mining at the Christmas Creek Mine located in the Pilbara, it also has a
AU$900m10 year mining contract with Anglo Gold Ashanti Australia
Pty Ltd at the Tropicana Gold Project located at the edge of WA’s Great
Victoria Desert, as well as multiple other smaller contracts around
the country.
In Nigeria, Macmahon has a 6.5 year contract to perform all limestone
mining activities at Lafarge’s Ewekoro cement operations, located in the
West of the country, 60km north of Lagos and close to the border with
Benin. Macmahon’s existing contract with Lafarge contains a clause
providing the latter an option of two year extension. Macmahon also has
a contract to provide quarrying operations at UniCem’s 2.5Mtpa cement
manufacturing plant in Mfamosing, near Calabar in the east of the
Nigeria, not far from the border with Camaroon for seven years.
Although Nigeria did experience 19 cases of Ebola during the year,
it was well contained, with the country being declared free of Ebola
by the World Health Organisation (WHO) on 20th October 2014, as
well as receiving widespread praise for their handling of the situation.
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Macmahon were therefore largely unaffected by the outbreak, with
operations continuing as normal throughout the epidemic.
In Mongolia, Macmahon has a US$500 million, 5 year cost reimbursable
contract with Erdenes Tavan Tolgoi JSC (ETT) at the Tavan Tolgoi coal
mine which is expected to produce 15 million tonnes per annum. In
August 2014, work at the mine was suspended and Macmahon called a
three week truce with the coal miner due to a dispute over unpaid claims
totalling $30 million. In November 2014, Macmahon downgraded their
revenue expectation for FY 14/15 to between $750m and $850m, from
between $750m and $1.0b, as a result of deteriorating contract dispute
with ETT and as at time of writing the dispute remained on going.

Going forward
Since disposing of its construction business Macmahon has been
able to focus on their mining operations, a strategy which successfully
returned the company to profit, yielding AU$30.4m for FY2014 after a
loss of AU$29.4m in FY2013, however as for all mining contractors, as
a consequence of the challenging landscape within the mining sector,
there are a lack of new projects globally, and more specifically in Australia
which will make for a challenging FY15 and FY16. In the face of these
challenges, Macmahon will continue to provide a high quality service and
intends to competitively tender for work globally, while, like many firms
in the resource sector, targeting Africa as the next area of expansion.
Former Chief Executive Officer, Ross Carroll, said “Africa is also
presenting a number of opportunities at the moment. The projects,
mainly in West Africa, are in gold and copper and they are both surface
and underground operations. It is fair to say that Africa is the most
prospective of all geographies at present”.
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Spotlight – Oil & Gas:
Otto Energy Limited

Otto Energy Limited’s (Otto) market capitalisation
has decreased by 3% from AU$115m to AU$111m
over the year ended 31 December 2014.
As at 31 December 2014:
Otto was ranked 69th in the Deloitte WA Index.

Background
Otto is a Western Australian based oil and gas exploration,
development and production company. Its main project in 2014
was the Galoc oil field in the Philippines whilst having other projects in
East Africa. Otto announced on 12 December that the Company had
executed a sale and purchase agreement to dispose of their interest
in the Galoc oil field to Nido Petroleum Limited for US$108million.

This makes Otto’s second successful seismic survey in October 2014
following the news regarding the Pangani interest, where, Otto
announced a successful 200km2 2D seismic study on the Pangani
interest within the Moshi Basin located in northern Tanzania.
The study concluded a reasonable estimation, defining strategic
target for the venture’s 2015 drilling agenda.

Review of operations

Going forward

The Galoc oil field which is located offshore of Northwest Palawan,
operates from four wells with delivery to an FPSO, and is capable of
yielding approximately 10,000 barrels per day. Otto’s divestment of
their 33% interest in the Galoc oil field will enable the company to
focus on its exploration in East Africa as well as its remaining service
contracts/exploration projects within the Philippines.

Going forward following the sale of the Galoc Oil field the Company
is optimistic that inflows from the sale will fund exploration and
development for the next two years, allowing the Company to focus
on executing the potential farm-out and drilling of exploration wells
in the SC55 acreage, offshore Philippines, as well as the upcoming
exploration program over Otto’s Tazanian prospects, which are
anticipated to be drilled in 2015. Additionally the disposal will allow
Otto to complete a proposed return of capital to Shareholders.

Otto’s strategic focus is based on investment in foreign projects with
potential for larger and lower-cost reserves. Another Philippine-based
project, the SC55 currently in the exploration phase is located in the
southwest Palawan Basin covering an area of 9,880km2. SC55 is
highly regarded given the verified Hawkeye prospect with high impact
target and a best estimate of 480 million barrels of oil reserves.
Strategically, Otto has a 50% interest in the Pangani and KilosaKilombero interest located onshore Tanzania with an acreage
approximating 34,000km2. In October 2014, a successful 430km
2D seismic programme was completed on the Kito Prospect and
labelled it as a target for drilling works in 2015.
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Commodity and precious metal prices
Has the commodity glut in 2014 run its course?

Commodity prices in general have decreased considerably over the past year with crude oil, iron ore and
coal leading the downward spiral in 2014 due to a glut in the market.
Commodity

Metric

31 Dec 2014

31 Dec 2013

Monetary change

Percentage change

Gold

US$/troy oz

1,186.33

1,207.85

-21.52

-1.78%

Silver

US$/troy oz

1,575.00

1,949.00

-374.00

-19.19%

Platinum

US$/troy oz

1,206.00

1,357.00

-151.00

-11.13%

Palladium

US$/troy oz

811.00

716.00

95.00

13.27%

LME Copper

US$/tonne

6,368.00

7,375.75

-1,007.75

-13.66%

LME Nickel

US$/tonne

15,074.00

13,832.00

1,242.00

8.98%

LME Zinc

US$/tonne

2,167.00

2,053.00

114.00

5.55%

LME Lead

US$/tonne

1,843.00

2,190.50

-347.50

-15.86%

LME Tin

US$/tonne

19,433.50

22,335.00

-2,901.50

-12.99%

LME Aluminium

US$/tonne

1,825.00

1,754.75

70.25

4.0%

Crude Oil (Brent)

US$/bbl

56.90

111.39

-54.49

-48.92%

Uranium

US$/lb

35.50

34.50

1.00

2.90%

Iron Ore

US$/tonne

72.00

137.00

-65.00

-47.45%

US$/MT

62.30

87.25

-24.95

-28.60%

Coal
Source: Thompson Reuters

22 Western Australia Stock Exchange Index - February 2015

Iron ore and coal prices plunged 47.4% and 28.6% respectively with
Rio Tinto, BHP and other major miners increasing production. Whilst
crude oil prices plummeted 48.9% due to significant increases in
production, driven largely by increased onshore production in the
US and OPEC’s unwillingness to reduce production in the face of
oversupply. There has been some upside with nickel and palladium
being the star performers for 2014. Nevertheless, the factors above and
the sharp demand decrease in China with economic growth being at its
lowest in over 10 years, the rest of the commodities followed the trend
of crude oil and iron ore, experiencing significant decreases.

Precious Metals
After a 27.3% drop in 2013, gold appeared to have stabilised with only
a minor fall of US$21.52 (1.8%) during the year to finish at US$1,208/
troy oz. However this masked its mixed performance during the year
with prices spiking to US$1,379/troy oz in mid-March, underpinned by
investors looking for a safe haven investment. This was due to many
contributing factors including data coming out of the US suggesting
that its economic recovery had possibly waned, the decline in economic
growth for China as well as geopolitical and industrial stresses in
Ukraine, Turkey and South Africa. However, US$ gold prices weakened
during the second half of the year on the back of the USA’s improved
economic performance which resulted in the Federal Reserve ending
their quantitative easing measures and increasing the possibility that
the US might hike up interest rates.
Silver had a relatively stable year until the last few months which
saw its price decline considerably by 19.2%. Given silvers long standing
perception of being an alternative investment to the US dollar currency,
when the dollar strengthened in the latter part of 2014, it had a
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significant effect on silver prices. Interestingly, even though silver prices
had diminished two years in a row (34.9% in 2013), analysts predict
a growing demand for silver which includes use in solar panels, with
many countries committing to cleaner and sustainable energy sources.
Additionally electronic touch screen devices of which silver is a core
component, continue to grow in demand globally.
The third precious metal to see a decline is platinum, with
prices finishing 11.1% down to end the year at US$1,206/troy
oz, experiencing weak performance towards year-end yet again.
Despite long strikes at major South African mines which supplies
approximately 70% of global platinum source, stockpiles have
outgrown demand thereby reducing demand.

Industrial and energy commodities
Nickel, one of few positive performing commodities during the year
experienced a price increase of 9.0% to US$15,074/tonne. Its strong
performance was linked to world’s largest nickel supplier, Indonesia,
who banned unprocessed ore exports during the year. By May, nickel
was trading at US$21,625/tonne an increase of 43.46% from the start
of the year. However, nickel prices weakened considerably in the second
half of the year, as Philippine nickel producers ramped up production.
However, mixed sentiment amongst analyst persists with some sceptical
over the Philippines capacity to fill the supply gap caused by Indonesia’s
ban, being balanced out with the prospect of additional nickel exports
from Cuban producers in 2015.
Lead prices suffered a 15.9% decrease during the second half of 2014
driven by sustained negative data coming out of China.

The outlook appears to show a price increase with rising demand in
China for batteries and power, however there are thoughts that supply
could still exceed these demand pressures.
Tin ended the year at US$19,433.50/tonne, a drop of 14% as tin
stockpiles increased with China lifting production whilst consumption
slowed within the electronics field in 2014. These stockpiles of tin
may start to decrease however as investor predict the main producers,
Indonesia and China, will struggle with lower ore grades.
Additionally, copper suffered a 13.7% decrease during the year, driven
largely by decreased demand in China, coppers largest consumer.
Of the commodities surveyed, aluminium and zinc have
experienced more stable years experiencing small rises of 4.0% and
5.6% respectively. Aluminium reduced production in South America
due to high production costs, driven partly by increased power prices
making it unviable, whilst zinc experienced a number of mine closures
in 2013 and a continued lack of production in 2014.
The dramatic decrease experienced in crude oil prices remained the
biggest talking point of 2014 with crude prices almost halving during
the year to close at US$56.90/bbl. Weakening demand as a result of
the global economic slowdown combined with an increase in supply
combined to drive prices down. Supply of oil has increased substantially
with fracking technologies unlocking supplies of oil and gas was
previously unavailable. As well, OPEC which still controls much of the
production of oil has failed to stop the price plunge. This may not
be very attractive for the O&G giants but at the pump, motorists are
grinning with petrol prices decreasing all over the world, and they may
continue to grin in 2015 with analysts predicting that oil will continue
to experience oversupply.

The key export commodities for Australia, both coal and iron ore, also
saw their prices plummet heavily with decreases of 28.6% and 47.4%
respectively. Iron ore had the largest annual slump to US$72/tonne in
at least five years with demand from China not meeting the substantial
supply increases as global mining giants, including Australian based iron
ore miners, BHP and Rio Tinto ramped up production, making life for
mid-tier producer’s tough.
To round out the commodities, uranium has ended up 2.9% higher in
2014. Since Japan’s Fukushima disaster in 2011, prices have slumped
and this continued in the first half of the year with excess supply and
waivering demand. However, in the second half of the year, it bucked
the trend of a general commodity decrease posting gains due to the
disruption of global supplies as a result of US and EU sanctions against
the major uranium producer Russia. Additionally Japan’s stance in
relation to nuclear energy weakened, with moves back towards nuclear
power developing, given its low cost, and reliable base load generation.

Going Forward
The outlook for commodities appears mixed given the oversupply of
iron ore, coal and crude oil, combined with the ongoing geopolitical
tensions in Ukraine and Russia which are hindering supply of
other commodities.
China, even with its decreased economic growth, continues to drive
demand of many of the commodities, and the US’s recent decision
to stop its bond-buying programme and signs of rising interest rates
indicates the nation may be finally growing at a solid pace again.
With these factors in play from a demand side, when combined
with the supply side issues, 2015 remains an uncertain year for many
commodities. Have we reached the bottom, or is there further to go?
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Deloitte WA Index performance

Measured against the ASX All Ordinaries and Overseas Indices

Last month

Last 3 months

Last 6 months

Last 12 months

Last 5 years

Since May-00*

Deloitte WA Index

0.6%

-9.8%

-13.4%

-16.9%

-23.0%

306.7%

All Ordinaries

1.7%

1.7%

0.1%

0.7%

10.4%

77.2%

US S&P 500

-0.4%

4.4%

5.0%

11.4%

84.6%

44.9%

FTSE 100

-2.3%

-0.9%

-2.6%

-2.7%

21.3%

3.3%

Nikkei

-0.1%

7.9%

15.1%

7.1%

65.5%

6.8%

Source: Capital IQ and ASX websites *Inception of the Deloitte WA Index

Global indices experienced significant volatility throughout 2014 with markets reacting to plummeting
oil and iron ore prices, speculation surrounding China’s economic prospects, the Scottish referendum,
the threat of Ebola and geopolitics in the Ukraine, Iraq, Syria, Gaza and Greece.
The S&P 500 performed the best by far out of the indices reviewed, improving 11.4%.
The Deloitte WA Index was the worst performer as commodity prices continued to weaken.
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The Deloitte WA index fell 16.9% over the year to December as
the slump in the majority of commodities impacted the resource
dependent market. Weaker demand from China and a stronger U.S.
dollar have further exacerbated the situation faced by many resource
exporters. The biggest loss of the year was posted by Fortescue Metals
Group Limited who’s market capitalisation decreased by AU$9.6bn
(52.9%) over the period. Other contributors to the index’s poor
performance include Wesfarmers Limited, losing AU$3.5bn (6.9%)
and Iluka Resources Ltd. who knocked AU$1.1bn (30.9%) from
their market capitalisation.
Western Australia has relied heavily on Chinese manufacturing in
recent years however China’s Purchasing Managers Index (PMI)
was recorded at a low point of 50.10 on 31 December 2014.
The 50 mark on the PMI scale is regarded as the threshold between
output contraction and manufacturing expansion so future prospects
remain uncertain.
The ASX All Ordinaries also struggled due to poor performance in
the resource sector and the depreciation of the Australian dollar, but
managed an increase of 0.7% for the year. This is a significant drop
considering the 14.8% increase recorded in the prior year. This small
movement has led to a Commsec ranking of 44 out of 73 global share
markets, mid-way between highest performer Argentina (up 51.3%)
and bottom ranked Russia (-43.8%). The Australian dollar has fallen
9.8% against the USD over the year, ranking the currency 78 out of
117 global currencies with Russia also taking out the prize for weakest
2014 currency, falling 69.1% against the dollar.
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The S&P 500 outperformed the other indices reviewed, ending the
year 11.4% higher than 31 December 2013, on 2,059 points. The Vix
(a measure of US market volatility) reached its highest level in October
since 2012; however the stronger economy and quantitative easing
helping the index end near record levels. Falling crude oil prices
produced both winners and losers; with energy stocks accounting
for approximately 10.0% of company earnings in the index and
these dropped significantly in line with oil prices. The biggest decline
was seen by Transocean, an offshore drilling services provider, who
saw their stock price fall by 63.0% over the year. The flip side of the
crude oil movement was experienced by many companies in the
transportation industry, with significant cost savings arising. Airlines
especially benefited, with Southwest Airlines posting the biggest
gain in the index with an increase of 125% in stock prices.
The FTSE 100 experienced its first annual fall since 2011, dropping
2.7% over the year to finish at 6,566 points. This index also
experienced significant volatility, coming close on several occasions
to beating the current closing record of 6,930 points. The index
was hurt by both the oil and gas industry and grocery businesses.
The worst performing stocks over the period were oil and gas explorer
and producer, Tullow Oil plc (‘Tullow’), and supermarket giant Tesco
plc (‘Tesco’). Tullow’s share prices plunged on the back of falling
oil prices while Tesco battled cheaper competitors and declining
investor confidence after it was discovered that first-half profits were
overstated by £263m. J Sainsbury plc and WM Morrison Supermarkets
plc were also affected by the prospect of an industry-wide price war,
losing 32.4% and 29.4% respectively.

British based Airlines have similarly benefited from weak oil prices with
International Airlines Group (holding company of British Airways and
Iberia) and EasyJet gaining 21.1% and 8.8% over the year.
The Nikkei achieved a gain of 7.1% over 2014 closing at 17,451
points. The Nikkei finished high due to quantitative easing measures
announced by the Bank of Japan and an announcement from the
Government Pension Investment Fund that the allocation of Japanese
stocks would be increased by 3.0%. A weaker Yen also boosted
exports during the period, allowing Japanese export manufacturers
such as Toyota Motor Corporation (‘Toyota’) to gain ground in the
Nikkei. Toyota announced that they have sold 10.23 million vehicles
in 2014, beating its rival Volkwagen, and taking the top spot in
the industry for auto sales. Prime Minister, Shinzo Abe, won a snap
election in December 2014, giving the government another chance
to boost the Japanese economy. Analysts predict that the Nikkei will
continue to climb higher in 2015 due to pro-growth government
policies, a weak yen, pension fund’s share purchases and strong
company earnings thanks to cheap oil and a weak currency.

The ASX
All Ordinaries
struggled due to poor
performance in the resource
sector and the depreciation
of the Australian dollar,
but managed an increase
of 0.7% for the year.
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Spotlight:
Deloitte WA (Africa) Index

Falling commodity prices, the Ebola outbreak and
demanding trade unions are putting pressures on
resource related industries in Africa.

The market capitalisation of WA listed companies with operations in
Africa that comprise the Deloitte WA (Africa) Index fell 47.3% over the
12 month period ended 31 December 2014, to close at AU$4.0bn,
and now comprise just 3.1% of the total Deloitte WA Index (in terms
of market capitalisation), compared to 4.9% at 31 December 2013,
and 9.2% at 31 December 2012.
Of this movement, a large proportion is attributable to corporate
activity, with a total of 9 companies with African operations delisting
from the Deloitte WA Index during the year following corporate
transactions. This includes heavy weights such as Aquila Resources Ltd
(‘Aquila’), Gold One International Limited (‘Gold One’) and Papillion
Resources Ltd (‘Papillion’), which represented AU$947m, AU$419m
and AU$333m respectively of the Deloitte WA (Africa) Index as at
31 December 2013. Excluding this corporate activity the Deloitte WA
(Africa) Index decreased by 27.3% or AU$1.5bn in the 12 months
ended 31 December 2014.
Aquila Resources, which as well as its Australian operations also
has two South African based exploration projects - manganese and
iron ore, was jointly acquired by Baosteel Resources and Aurizon
Holdings Ltd for AU$1.4bn in July 2014. Gold One delisted in January
2014, after the compulsory acquisition by BCX Gold Investment
Holdings Ltd. Gold One’s African assets include the Modder East gold
mine in South Africa’s East Rand Goldfield. Finally Papillion, whose
African assets include the highly prospective Fekola project in Mali,
delisted after it completed a merger with B2B Gold Corporation
in October 2014.
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Whilst global mining, mining services and oil and gas sectors have
struggled during the year as a result of poor performing commodity
prices, WA based African resources and services companies have
also had to contend with health scares and industrial strife.
However, 2014 hasn’t been all bad news for WA based African
companies, with the acquisitions of African focused companies
demonstrating the quality of resources available in Africa for those
who are willing to explore. Additionally a significant milestone was
reached during the year with the signing of the memorandum of
understanding (MOU) between the WA State Government and
nineteen African countries. The MOU was announced by Western
Australian Premier Colin Barnett in September 2014 with the aim to
aid development of African mining, oil and gas industries. The MOU
is aimed to provide economic opportunities for both WA and the
nineteen African countries through the sharing of knowledge and
technology in the resources and agriculture fields.
One of the biggest challenges faced this past year has been for
companies with operations in Western Africa. The Ebola outbreak
was first reported in West Africa in March 2014 and has rapidly
become the deadliest occurrence of the disease since its discovery in
1976. WA mining companies with operations in West Africa had to
prepare their workforce for the threat of the Ebola virus with some
deciding to suspend non-essential work as countermeasure to
protect its employees.
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Another significant event in 2014 was the South African platinum
miners’ strike which started in January 2014 and ended five months
later. The strike was the country’s longest and will have been noted
by foreign investors. It highlighted the delicate relationship between
resource companies and local workforces. The result of the platinum
strike saw average wages raises of up to 20% annually which could
hinder African Governments’ efforts to attract foreign investment in
a bid to revive their economies.
It is interesting to note the combination of declining commodity
prices, the outbreak of Ebola and industrial action did not result
in any large or sudden sales of investments in Africa. While the
effects of these factors have been reflected in the decline in market
capitalisation of the WA based African companies over the past year,
it is clear investors are still interested in the potential of the African
continent as an emerging market opportunity.
Despite the challenges of past 12 months, the African resources
industry still holds huge potential for companies looking to invest,
with around thirty percent of the world’s mineral resources located
in Africa. Additionally there are a number of under explored on
and offshore hydrocarbon provinces on both western and eastern
Africa, with significant potential. These opportunities are attracting
a significant number of companies of all sizes, with some mammoth
discoveries having been made in recent years. From a WA perspective,
we have a large number of junior explorers active within Africa and
significantly Woodside has also renewed its focus on Africa.

There are a number of under explored on and offshore
hydrocarbon provinces on both western and eastern Africa,
with significant potential. These opportunities are attracting
a significant number of companies of all sizes, with some
mammoth discoveries having been made in recent years.
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Australia’s changing investment into Africa
- The focus shifts to Oil & Gas

Africa is vast and diverse
– Over 30 million square kilometres, more
than 50 countries, some 3,000 languages
spoken by over a billion people – and as the
world’s second largest continent with the
second largest population, it is a source of
great expectations and even greater potential.

In 2013, President Obama led a trade delegation to Africa with promises
of a planned US$7 billion in aid for the power industry alone. Australian
total bilateral trade with Africa topped AU$12 billion in the same year,
more than double the figure from 2009. While foreign direct investment
continues to flow into Africa it would seem there is a long way to go in
helping Africa achieve their millennium goals.

Africa has stood at a crossroads of opportunity for decades now,
yet country after country seems to return to that crossroads and
contemplate its next step time and again. According to the IMF, subSaharan Africa is expected to grow at over 5% in 2015, which is second
only to China (7.7%), and neck and neck with India, which given
Africa’s complex geopolitics is a significant achievement.

In the past 12 months, events and resulting publicity have not been kind
to this sleeping giant and investor confidence, and closing 2014 trade
figures, will no doubt reflect this.

Australia’s investment into Africa in recent years has been dominated by
the mining and mining services sectors, and at its height, more than 230
ASX-listed companies were involved in around 1,000 projects across 42
countries. But in the past 18 months, this investment has contracted,
and current sentiment suggests there will be further contraction
in 2015. The Deloitte WA Index, over the last few years has been
testament to this growth and subsequent contraction, and this year the
Deloitte WA Index, again confirms this continuing trend for Australian
mining and mining services companies.

The tragic outbreak of Ebola, the activities of Boko Haram and the
falling gold price have dogged west Africa which will, nevertheless,
remain a leading gold region for Australian investment.
Written by:

Nicki Ivory
Partner - National Mining Leader - West
Deloitte Perth
nivory@deloitte.com.au

Jacques van Rhyn
Partner – Australia-Africa Services Group Leader
Deloitte Perth
jvanrhyn@deloitte.com.au
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The east of the continent has been plagued by drought, domestic
conflicts, piracy and al-Shabaab, driving negative sentiment and slowed
investment but, on a positive note, the region still boasts significant new
oil & gas discoveries and the commercial upside will no doubt temper
the risk.
Central Africa continues to be troubled by security and corruption issues.
With no immediate resolution on the horizon, perception if not reality
will continue to hinder general growth and development in a region
that still has so much untapped mineral wealth.
And the south, while not affected by the headline grabbers of disease
and terrorism, has still seen slower growth. Infrastructure constraints,
changing legislation, labour issues, corruption and geopolitical
uncertainty have played their role in this slowing.

In contrast, Australian oil & gas investment in Africa has increased
steadily over the last few years; with FAR Limited, a former member
of the Deloitte WA Index making a number of significant discoveries
offshore Senegal as well as building an exploration portfolio across a
number of other African countries, Otto Energy increasingly focusing on
Tanzania, and Woodside making a reappearance in Africa with interests
in a number of countries. Significantly, there has also been an increase
amongst micro-cap junior exploration companies exploring frontier
provinces. All of these are positive signs, and while Australian Oil & Gas
investment in Africa is still in its infancy we believe it could, in time,
reach or exceed the levels of capital invested by its mining cousins.
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[ 30 MILLION+ KM2 ]

[ 50+ COUNTRIES ]

[ 3000 LANGUAGES ]

[ 1 BILLION+ PEOPLE ]

[ 2ND LARGEST CONTINENT ]

[ 2ND LARGEST POPULATION ]

Oil & gas activity – by country

Tanzania

Morocco

Africa’s oil & gas promise is evidenced by the fact that over the past
40 years, the continent’s reserves have grown by over 140% (to an
estimated 130 billion barrels of oil and 510 tcf of gas). Eleven of the
top 20 oil & gas discoveries since 2010 have been made in Africa,
some estimates put oil still to be found in the vicinity of over 180
billion barrels, and the US Geological Survey estimates that more
gas lies off the shores of Kenya, Tanzania and Mozambique than off
Nigeria, Africa’s largest energy producer. This creates opportunities
for Australian operators and service companies which have gained
extensive experience developing Australia’s LNG industry.

• Tanzania has significant hydrocarbon potential, and discoveries
in the past year have come thick and fast

• Morocco is emerging as a favoured destination for Australian oil &
gas plays, allowing operators to extract 75% of their proceeds

• Woodside Petroleum signed a deal with fellow Australian Beach
Energy in 2014 for 70% of their Lake Tanganyika South block,
which may see them enter as an operator at a later date

• Woodside Petroleum acquired a 25% interest in a joint venture
with UK-listed Chariot Oil & Gas adding to its global
diversification strategy

• Jaka Resources, Key Petroleum, Otto Energy, Bounty Oil & Gas,
Ophir Energy and Swala Energy are other ASX-listed players
making a home in Tanzania

• Tangiers Petroleum and Pure Vida Energy are two of the other
Australian operators active in the country.

Kenya
• There are currently at least seven Australian oil & gas companies
active in Kenya, with Swala Energy, FAR, Pan-continental and
African Oil having concluded transactions
• The country is expecting to produce oil by 2017, with up to
20 wells expected to be drilled over the next 18-24 months
• While infrastructure constraints will continue to challenge the
country, progress is being made via a US$2.6 billion rail deal with
China linking Mombassa and Nairobi
• Islamist group Al-Shabaab, however, remains a risk when it comes
to investment into this region.

• If infrastructure constraints can be addressed and regulatory
bottlenecks defused, Tanzania could become Africa’s second
LNG exporter (after Mozambique).

Mozambique
• Coal and LNG are vitally important in a fast growing Mozambique
• Growing gas discoveries have already positioned the country
as the most exciting LNG play in the world, with majors like
Eni and Anadarko making world class discoveries and hoping
to start production by 2018, with the former outlining that its
investment in Mozambique could exceed US$50b
• To date, Australian oil & gas players have kept out of this very
competitive environment, with services operators more likely
to make some headway.

Tunisia
• While relatively small, Tunisia has proven to be a great destination
for Australian explorers, with advanced infrastructure, excellent
oil field services companies, access to skilled workforce, and
French rule of law
• Cooper Energy, ADX Energy and Jaka Resources all have
Tunisian interests.

Egypt
• Egypt has hosted numerous Australian oil & gas plays over the
years, with Beach Energy having a significant footprint
• While many of the global super-majors are present, their position
may shift with the domestic market taking larger gas requirements
at reduced prices.
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Gabon

Namibia

In summary

• In recent years Gabon has dropped down the oil production
rankings in sub-Saharan Africa, with no major new oil fields
discovered of late

• Namibia is relatively new to the oil & gas industry

The focus of new Australian investment in Africa has shifted over the
past few years as the oil & gas potential of the continent has become
clearer. The current oil price volatility may affect short term investment
in the sector, but in the medium to long term we expect oil & gas
companies will continue to take an increasing interest in the potential
that Africa holds. As in the mining industry, Australian expertise in
oil field services and design and development of major LNG projects
may also see an increased focus on African projects especially if the
current depressed oil price impacts the development of new projects
in Australia.

• But there is gas in the country, with potential for more discoveries,
however a lack of gas infrastructure is an issue

• The majors have started taking up available hydrocarbon
exploration licences, while Pan-continental is currently the largest
Australian play in the country. Global Petroleum also has
a footprint.

• Woodside Petroleum has a 40% interest with Noble Energy, with
Pura Vida Energy the only other active Australian play in the region.

South Africa

Botswana
• Australian companies like Botswana, with Magnum Power & Gas
Kinetiko Energy, Sunbird Energy, Origin Energy and Tlou Energy
all active in terms of chasing gas resources.

• South Africa has been a late bloomer when it comes to oil & gas
• Nevertheless, with apartheid era sanctions forcing energy
self-sufficiency, the country is a global leader in gas-to-liquids
and coal-to-liquids
• Australian companies, Kinetiko Energy, Sunbird Energy and
Challenger Energy are all active.

The Deloitte WA Index brings us a ‘snap-shot’ in time, of precisely
where the current investment is based on the companies who are
members of the Index. Combine this with global views on current and
future commodity prices and trends; one can make predictions on
future trends affecting the African continent. The African continents
diverse nature provides an incredible platform for investment;
understanding onede own strengths and their relevance to the
continent will directly impact your level of success.
The global need for energy will help drive Africa as a significant
Oil & Gas destination. However, we also expect that investment in
mining and mining services in Africa will recover given the significant
untapped potential that the continent possesses, and these sectors will
remain an active focus for Australian companies in the longer term.
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Southern African Coal
- Black Hole or Black Gold?

Potential mineral investors in Southern African
coal assets should consider government policies
on Independent Power Producers (IPPs) as one of
the basket of factors influencing their decisions on
whether they should invest in the region’s vast coal
deposits, which are expected to have sufficient
resources to last for at least a century.

IPPs are companies that are owned by private corporations,
co-operatives or non-energy industrial concerns that use renewable
or non-renewable sources of energy, including solar, wind and coal,
among various other sources, to produce energy.

Faced with these challenging financial conditions, becoming an IPP,
partnering with an IPP or having a signed off-take agreement with an
IPP are some ways in which the risk of operating in the tumultuous
coal sector are reduced.

They are being proposed or being implemented in various countries in
Southern Africa as a result of the energy shortage in the region, with
South Africa, Botswana and Mozambique being key locations for IPP
projects that use coal as an energy source.

“It is important to de-risk the selling price element of mining projects.
Coal supply agreements to power stations provide price certainty.
They ensure that companies are not exposed to the vagaries of
global coal indices – the main source of volatility for coal companies,”
explains de Vries.

For those who own, are exploring for or may be interested in investing
in Southern Africa coal assets, IPPs represent an important local
off-take source for coal and this is particularly important since IPPs
provide a ready market for a commodity facing poor export prices and
infrastructure constraints.

Written by:

Andy Clay
Managing Partner
Venmyn Deloitte
andclay@deloitte.co.za

Chris de Vries
Associate Director
Venmyn Deloitte

“Coal producers are facing low thermal coal export prices,” elaborates
Venmyn Deloitte associate director Chris de Vries. “Coal prices have
fallen from highs of more than USD118/t in 2011 to just over USD60/t
in January 2015,” he says.
Low coal prices have resulted in many junior miners experiencing
liquidity challenges with several junior miners having taken on debt
when commodity prices were higher and several more facing limited
capital raising opportunities as a result of their low share prices. Major
and mid-tier mining companies have also not emerged unscathed,
with some assets struggling to remain profitable and some assets
being demarcated as non-core and available for purchase.

Providing coal to local utilities or to IPPs is also a way of creating a
market for ‘land-locked’ coal reserves. Regional rail networks are nonexistent or inadequate for coal export requirements in many cases,
with coalfields in Mozambique, Botswana, Swaziland, Zimbabwe and
the north of South Africa particularly neglected by rail infrastructure.
Mooted rail infrastructure has not been built in some instances, leaving
good-quality coal assets out of reach of rail and port infrastructure
that would assist in allowing coal to be exported.
“Existing regional power infrastructure is far more advanced than
regional rail networks, making local power provision a possible
attractive option for those who find their export opportunities limited,”
emphasises de Vries.

cdevries@deloitte.co.za
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IPPs, however, are not the silver bullet for all the price volatility and
infrastructure unavailability problems that the Southern African coal
sector is facing. They come with their own challenges, including a
complex regulatory environment in which there have been questions
about the transparency of the bid processes, concerns about
commitment to the process by all stakeholders, questions about which
entities should initiate the bids, discussions about how to deal with
conflicts of interest where the State utility is the buyer of electricity
from the IPP, debates about which entities should negotiate contracts
with IPPs and concerns about guaranteed off-take agreements and
prices for electricity that is produced from these entities. Coal-fired
power stations are also notoriously complex and costly to run and,
where a mining company is considering becoming an IPP, there may
be uneasiness that mining companies have a different skills set to
power-generating companies and may be unsuited to the task.
Nonetheless, for those who own, are exploring for or may be
interested in investing in Southern Africa coal assets, IPPs present
some opportunities. At the very least, off-take agreements may be
signed between mining companies and other parties that choose to
take on the risk of building, owning and operating a power station
and allow mining companies to continue to focus on the business
of mining. Where mining companies choose to participate actively
in IPPs, they may choose to partner with other coal producers and
share the risk of operating an IPP or they may choose to build a small
modular generation unit to reduce the risk of a larger power plant,
outlines de Vries.

34 Western Australia Stock Exchange Index - February 2015

Venmyn Deloitte MD Andy Clay also suggests that the industry may
choose to adopt a Pool and Share concept similar to that developed
in the platinum industry except that, rather than platinum mines
and smelters, a power producer would vend its power station and
a mining company would commit its mineral resources to a legal
structure. Under this arrangement, there would be a legal structure
in which the capital infrastructure and mineral resources owned by
separate parties are combined without an exchange of asset value
other than within a mutually agreed cash flow model where the sum
of the parts can be demonstrated to be greater than the participating
asset. “In this structure, the cost of coal, cost of power generation and
the required revenue pricing are intimately combined for the mutual
benefit of the parties,” says Clay.
What remains certain is that there is significant demand for electricity
and that existing power stations in the region are unable to meet the
demand for electricity that is expected to increase as urbanisation and
industrialisation progresses. Also of certainty is the fact that, while
other energy sources are expected to start playing a more important
role in the energy supply mix of various countries, coal-fired energy is
likely to remain important in Southern Africa for some time.
For the Southern African coal sector, this is a time of great
unpredictability as a result of low export prices; limited or non-existent
transport infrastructure that would allow exports; unpredictable
demand from local power stations as there are delays in power station
construction and approvals; and possible restructuring of the industry
as a result of juniors battling to remain profitable and majors deciding

to exit certain jurisdictions, sell assets that are non-core and potentially
decide against coal capital expenditure programmes. IPPs introduce
another interesting dynamic to this ever-changing landscape and
they should be thoroughly investigated as part of business plans for
investing in Southern African coal assets.

For those who own, are exploring for or may
be interested in investing in Southern Africa
coal assets, IPPs represent an important local
off-take source for coal and this is particularly
important since IPPs provide a ready market
for a commodity facing poor export prices
and infrastructure constraints.
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African tailings
- Liability or asset?

Mine tailings storage facilities (TSFs) are a
prominent feature throughout Africa, large
silent giants looming in the background of
many mining areas.
Written by:
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andclay@deloitte.co.za
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Generally, the value of technically and economically extractable
minerals within TSFs is low although the link between commodity
value and impoundment size can be well established. For many,
the limited capability of the technology of the time resulted in
the deposition of waste ore together with potentially valuable
commodities, which may be an increasing source of value for
companies given today’s challenging economic conditions,
where capital can be hard to come by, and quick payback is
increasingly important.

“This can be done by:-

In some cases, the tailings may have significant metal content of
a commodity historically mined. The evolution and refinement of
processing technology may hold the key to unlocking the value.

• Performing metallurgical test work on yields and recovery to
determine a mass balance; and

There may also be by-products of a primary mining product that
were overlooked because of a process that intended to extract the
primary product. With changes in commodity prices and changes in
commodity demand cycles, the TSFs may be economic. An example is
the chromite processing from waste from PGE mines in South Africa.
Given the advancements of process technologies, the resource risk of
TSFs, and at a time of low commodity prices, mineral companies may
want to relook at these assets and determine whether they can be
turned to account.
“As is the case with all technically competent procedures, mineral
companies should confirm the quality and the quantity of the
resource”, says Andy Clay of Venmyn Deloitte.

• Assessing the mine’s previous metallurgical returns to reconstruct
what was deposited;
• Performing certified assays through ISO-certified laboratories;
• Performing sampling of the appropriate coverages so that statistical
analysis of the deposit can be undertaken;
• Undertaking accurate dam and sample position surveys;

• Reviewing the sample trail and undertaking an independent
procedures check.”
“In all cases, a thorough economic evaluation of the TSF should
be undertaken, including an understanding of the metallurgical
parameters of the process, what equipment would be required
to process it, and how sensitive the reprocessing of the deposit
is to fluctuations in the commodity price or the exchange rate”,
explains Venmyn Deloitte’s Munyar Chirisa.
While many companies are distressed at present and unwilling to
look at new projects, given the low commodity prices, TSFs could be
another source of project pipeline given that they are generally more
uniform than the reefs that are being mined and are also cheaper
to exploit.

sadyke@deloitte.co.za
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As a result, they may present less risk (because of their uniformity
and their ease to measure their quantity), be more accessible (since
they are typically found on surface) and require less costs to mine. In
addition, the time-frame for processing a given TSF may be short, and
the implication of this may be that less-expensive equipment with a
shorter lifespan may be required for the processing. An example is
the use of modular equipment in the reprocessing of gold-bearing
tailings dams.
TSFs may present opportunities for businesses to move out of mining
and explore other sustainable businesses, potentially with the view to
returning to mining when commodity prices improve.
“The potential of transformation of mining liabilities into assets is
recognised internationally as a potential game changer, a chance to
create a tangible solution which impacts upon both the environment
and society”, says Venmyn Deloitte’s Sarah Dyke. Opportunities have
been an area of focus in many international mining forums. Most
recently, the 2014 Mine Closure Forum, hosted by the University of
the Witwatersrand in Johannesburg, South Africa, provided a platform
for discussions on the transformation of wastes to resources in order
to re-value mining liabilities in a changing world. This focus is inclusive
of many commodities across continents.
For those who own coal bearing TSFs, there is also the opportunity for
a re-processor to become a supplier to power stations and, where the
deposit is large enough, as has been suggested is the case with some
deposits in China, the re-processor might become a power generator.
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In 2002, approximately 130 million tonnes of duff was produced from
Chinese coal mining operations. China is currently the world’s largest
coal producer and consumer. The 2014 statistics report the gangue
production accounts for approximately 15% of the total amount of
coal produced in China. Coal gangue with calorific value of 6270
to 12550 kJ/kg can be directly fired in fluidized-bed boilers. Power
generation is the most effective way of utilizing coal duff in China,
which brings considerable environmental and economic benefits.
Not only does this solution to potentially resolve the environmental
pollution problems caused by the disposal of tailings, but also to partly
meets China’s energy demand.

TSFs may present opportunities for businesses to
move out of mining and explore other sustainable
businesses, potentially with the view to returning
to mining when commodity prices improve.
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Promoting integrity mitigates the risk
of fraud and corruption
Fraud and corruption risk can be reduced through a sustained, proactive approach to measuring,
mitigating and monitoring integrity risk, and managing integrity incidents.
Written by:

Martin Langridge
Lead Forensic Partner
Deloitte, Perth

Mining companies are particularly vulnerable to fraud and corruption.
In their latest Report to the Nations on Occupational Fraud and Abuse,
released in October 2014, the Association of Certified Fraud Examiners
(ACFE) reported that losses suffered by mining companies due to fraud
and corruption are typically larger than similar losses in any other
industry. This finding has been consistent over the years and is echoed
by other leading research into the incidence of fraud and corruption.
These bigger losses have a lot to do with the fact that miners are big
spenders and commonly operate in underdeveloped regions. They are
often seen as a ‘cash cow’ by the communities in which they operate,
suppliers and government officials.

Everyone seems to want a ‘piece of the action’, and many can be
expected to play outside the rules of ethical procurement.
Operational staff are often caught between the rock of the company’s
procurement rules and the hard place of having to keep operations
going smoothly and efficiently in an environment where the company
is the target of persistent fraud attempts and solicitation of bribes. In
such environments, operational managers often deal with compliance
in the procurement process as a ‘tick-the-box’ process. Because a
procedure requirement exists, it is complied with to the minimum
extent necessary to obtain approval, rather than with an appreciation
of the role it plays in protecting the organisation.

mlangridge@deloitte.com.au

Kobus Beukes
Forensic Director
Managing fraud and corruption risk
Deloitte, Perth

Operational staff are often caught between the
rock of the company’s procurement rules and
the hard place of having to keep operations
going smoothly

kobusbeukes@deloitte.com.au
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Promoting integrity mitigates the risk of fraud and corruption...continued

Measure your exposure

Mitigate your risk

The ACFE report suggests that the median loss attributable to
reported fraud and corruption cases in the mining industry is in
the order of US$900,000 – a number when, converted to the
bottom line, represents a lot of tonnage in ore production at current
commodity prices.

With an understanding of their fraud risk profile, management has
the option of either consciously deciding to accept the existence of
risks, or taking action to mitigate risks that exceed the organisation’s
risk appetite. It’s all about having the luxury of conscious choice.
Simply being unaware of or ignoring risks has the same end result as
adopting a more aggressive risk appetite, but without the conscious
decision.

Put another way, fraud and corruption is not simply a compliance
issue, but can have serious implications for production costs and thus
profitability. Managers and executives who ignore this in the current
competitive climate do so to their own detriment, and that of
their stakeholders.
The key to understanding where a mining company is vulnerable is to
identify, understand and assess risk profile. Documenting the process is
beneficial, in that it allows comparisons to be drawn between business
units and successive assessments to determine whether:

In practice, the solution will incorporate a blend of risk acceptance
and risk mitigation. To be effective and sustainable, an integrity
management framework needs to empower every manager and
employee to manage the ethical dimension inherent in every
business decision.
Effective and sustainable integrity management frameworks often
exhibit the following characteristics:

• Existing risk mitigation measures were effective at the time they
were implemented

• A strong tone at the top, with leadership taking full accountability
for establishing an ethical culture

• Risk mitigation measures that were effective when implemented
are still effective

• A policy and procedure environment which verbalises
organisational values, sets standards, allocates resources, assigns
responsibility and demarcates the framework. This includes a
code of conduct/business ethics framework and documentation
that is communicated, readily accessible, and regularly reinforced
to employees

• New risks have emerged that need to be addressed
• Existing risk mitigation measures will be effective in addressing
such new risks
• New or enhanced mitigation measures need to be implemented to
address shortcomings in existing measures.
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• A formal communication and training program, which
includes communication of values and expected behaviour, as
well as appropriate awareness training and, where relevant,
focused training

• Structured monitoring to enable pro-active evaluation of the
suitability and effectiveness of the framework, with reporting
tailored to provide management with sufficient visibility to identify
and remediate compliance issues
• Specific procedures to manage integrity risks inherent in
relationships with third parties. This may include due diligence,
on-boarding procedures, targeted contract clauses, integrity
monitoring, compliance certification at regular intervals, and other
appropriate measures
• Investigation and disciplinary procedures which are aligned to
reinforce the message that violations of integrity values will not
be tolerated. These include effective reporting, escalation and
enforcement of the organisation’s disciplinary actions in the event
of misconduct or fraud
• Measures to enable confidential reporting of wrongdoing by
employees, as well as disclosure reporting by the organisation
• Reasonable oversight by the Board or equivalent body, which
contributes to ensuring that responsibilities are met.
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Monitor the suitability and effectiveness of your
mitigation actions
The efficacy of even highly effective risk mitigation measures may
decay over time due to the ever-changing political, business, social,
technological and environmental landscape. As such, ongoing
monitoring is essential to be able to determine whether measures
implemented are effective in addressing identified risks.
Computer-assisted transaction monitoring and data mining targeted
at key fraud and corruption risks are especially valuable in entities
with large volumes of transactions and potentially high-impact fraud
and corruption risks. Today’s technology, combined with skilled
evaluation of anomalies, can enhance deterrence and detection
capabilities significantly.
The reality is that the huge losses attributed to fraud and corruption
incidents in the mining industry are generally not one-off big-ticket
items – they are generally made up of multiple smaller transactions
which blend into the population of legitimate everyday transactions.
The people executing the illegitimate transactions are very often
trusted, reliable employees of victim organisations, who have a
very good understanding of the organisation’s controls and control
deficiencies that can be exploited to commit fraud. This ‘own-goal’
effect is compounded by the fact that assessing employee and
vendor awareness and integrity is an often ignored aspect of integrity
monitoring programs.
Provided that a communication and training program has been
designed appropriately, measuring the results is a relatively simple
process. Often the infrastructure that already exists in an organisation
provides the means to facilitate this.

Manage incidents
Even the most carefully designed and tightly controlled system can
be circumvented.
To preserve the reputation of the organisation, management often
elects to deal with incidents of fraud and corruption internally and
allow implicated employees to quietly ‘resign’ with their reputations
intact. While this may not have a demonstrable negative effect on the
organisation at the time, it increases its vulnerability in the long run,
for a number of reasons.
It sends a message that fraud and corruption do not have any real
consequences and has the potential to further expose the organisation
to the same individual, as he or she could end up employed by a
supplier or customer. As with other cultural issues, what is tolerated, is
also encouraged.

Fraud and corruption schemes, particularly in procurement, are often
designed to secure an advantage for suppliers or service providers
who would not be able to compete successfully in a fair, competitive
environment. As such, they impair the organisation’s ability to procure
the best quality goods and services at the best cost. This in turn, has
the potential to diminish the production efficiency, and ultimately,
profitability of a mining operation.
In the ongoing competition for access to resources, investment
and loan capital, the occurrence of significant fraud and corruption
incidents is often ascribed to governance lapses, which impact
investor, business partner and regulator confidence.
Mere compliance with prescribed governance frameworks has
been shown to be ineffective in preventing fraud and corruption
– so something different is required.

The timing of fraudulent or corrupt incidents cannot be predicted,
but organisations that develop an incident management strategy are
generally better positioned to mitigate the damage to their financial
health, business operations and reputation.

The solution to addressing this challenge lies in going beyond simple
compliance. It requires investment in a continuous process of proactive
integrity management within an appropriate governance framework
– one cannot function effectively without the other.

Prevention is always better than cure

Such investment is particularly relevant in offshore operations in
developing countries, where business processes are often reliant on
local employees who may have little experience or formal training.

There are very good arguments for implementing an effective and
sustainable integrity management framework.
Increasingly strict domestic and international anti-fraud and anticorruption enforcement exacerbates the regulatory and legal
consequences of significant fraud and corruption incidents, which
can have a severe impact on the reputation and operations of
an organisation.

Ultimately, the benefits of taking proactive measures to prevent fraud
and corruption will always outweigh the investment cost.
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WA’s top 100 listed companies
As at 31 December 2014

Rank

ASX

Market Cap (AU$)

Price

EPS

31 DEC 14

31 DEC 13

Code

Company Name

31 DEC 14

31 DEC 13

Last (mth)

High (yr)

Low (yr)

(PoAb)

1

1

WES

Wesfarmers Limited

46,883

50,350

41.72

46.69

40.26

2.39

2

2

WPL

Woodside Petroleum Ltd.

31,317

32,050

38.01

44.23

33.72

2.41

3

3

FMG

Fortescue Metals Group Limited

8,532

18,122

2.74

6.22

2.31

0.88

4

4

ILU

Iluka Resources Ltd.

2,486

3,599

5.95

10.15

5.57

-0.01

5

5

NVT

Navitas Limited

1,910

2,414

5.08

5.40

4.68

0.14

6

10

BWP

BWP Trust

1,785

1,373

2.79

2.87

2.19

0.24

7

7

MIN

Mineral Resources Ltd

1,420

2,209

7.58

12.74

6.38

1.24

8

6

SWM

Seven West Media Limited

1,349

2,348

1.35

2.40

1.33

0.15

9

14

IIN

iiNet Ltd.

1,276

1,050

7.87

8.50

6.15

0.39

10

16

AHE

Automotive Holdings Group Limited

1,168

985

3.81

4.16

3.42

0.27

11

101

LNG

Liquefied Natural Gas Limited

1,119

102

2.42

4.49

0.27

-0.07

12

23

SIR

Sirius Resources NL

1,055

595

2.56

4.16

2.03

-0.08

13

19

IGO

Independence Group NL

1,038

726

4.43

4.97

3.00

0.20

14

9

RRL

Regis Resources Limited

965

1,454

1.93

2.02

1.28

-0.30

15

43

NST

Northern Star Resources Limited

883

336

1.49

1.91

0.79

0.05

16

8

MND

Monadelphous Group Limited

873

1,717

9.39

19.00

8.18

1.59

17

30

WSA

Western Areas Limited

872

467

3.75

5.30

2.30

0.13

18

26

AMM

Amcom Telecommunications Ltd.

781

533

2.93

2.99

1.84

0.09

Source: Australian Securities Exchange and Capital IQ
Earnings per share = company earnings divided by number of shares Price/Earnings ratio = A stock’s price divided by its historic earnings per share N/A — Not Available S — Suspended
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Rank

ASX

Market Cap (AU$)

Price

EPS

31 DEC 14

31 DEC 13

Code

Company Name

31 DEC 14

31 DEC 13

Last (mth)

High (yr)

Low (yr)

(PoAb)

19

15

SFR

Sandfire Resources NL

710

1,005

4.55

6.84

3.92

0.50

20

33

PDN

Paladin Energy Ltd

600

448

0.36

0.66

0.28

-0.34

21

21

UOS

United Overseas Australia Ltd.

586

639

0.50

0.59

0.44

0.07

22

46

ASB

Austal Ltd.

522

301

1.51

1.51

0.75

0.09

23

24

PPC

Peet Limited

512

585

1.06

1.44

1.02

0.07

24

50

TFC

TFS Corporation Limited

508

286

1.56

2.24

1.01

0.36

25

25

CWP

Cedar Woods Properties Ltd.

470

563

6.00

7.96

5.33

0.54

26

18

MRM

MMA Offshore Limited

457

791

1.24

3.50

1.03

0.19

27

38

CCV

Cash Converters International Limited

434

414

1.01

1.21

0.86

0.06

28

40

AQP

Aquarius Platinum Limited

421

360

0.29

0.77

0.24

0.00

29

28

BCK

Brockman Mining Limited

377

513

0.05

0.07

0.04

-0.03

30

51

MLX

Metals X Limited

325

281

0.79

1.12

0.62

0.09

31

31

TOX

Tox Free Solutions Ltd.

318

465

2.38

2.46

2.18

0.16

32

37

PRG

Programmed Maintenance Services Ltd.

305

414

2.57

3.53

2.10

0.23

33

29

RCR

RCR Tomlinson Limited

304

499

2.20

3.70

1.50

0.32

34

42

FRI

Finbar Group Limited

297

352

1.30

1.80

1.24

0.16

35

49

SEH

Sino Gas & Energy Holdings Ltd.

293

291

0.19

0.21

0.15

0.01

36

12

MGX

Mount Gibson Iron Limited

267

1,107

0.25

1.22

0.18

0.09

37

36

DCG

Decmil Group Limited.

247

418

1.47

2.50

1.11

0.31

38

125

WLF

Wolf Minerals Limited

218

70

0.27

0.50

0.23

-0.01

39

N/A

MIG

Migme Limited

214

3

0.85

0.85

0.29

-0.06

40

94

SAR

Saracen Mineral Holdings Limited

202

110

0.26

0.50

0.19

0.01

41

65

LNR

Lonestar Resources Limited

199

164

0.27

0.64

0.16

0.04

42

32

MLD

MACA Limited

198

460

0.85

2.72

0.76

0.30

43

55

ATU

Atrum Coal NL

187

213

1.08

2.04

0.91

-0.12

44

22

BDR

Beadell Resources Ltd

180

625

0.23

0.89

0.19

0.12

45

N/A

TOE

Toro Energy Limited

174

115

0.08

0.09

0.07

-0.01

46

56

AHZ

Admedus Ltd

173

195

0.12

0.13

0.11

-0.01

Source: Australian Securities Exchange and Capital IQ
Earnings per share = company earnings divided by number of shares Price/Earnings ratio = A stock’s price divided by its historic earnings per share N/A — Not Available S — Suspended
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Rank

ASX

Market Cap (AU$)

Price

EPS

31 DEC 14

31 DEC 13

Code

Company Name

31 DEC 14

31 DEC 13

Last (mth)

High (yr)

Low (yr)

(PoAb)

47

41

RSG

Resolute Mining Limited

170

356

0.27

0.77

0.22

0.05

48

62

EZL

Euroz Ltd.

164

176

1.07

1.43

0.97

0.18

49

68

PEA

Pacific Energy Ltd.

160

153

0.44

0.58

0.38

0.04

50

154

OBJ

OBJ Limited

157

47

0.10

0.13

0.03

0.00

51

13

AGO

Atlas Iron Limited

152

1,053

0.17

1.19

0.13

0.02

52

52

TGS

Tiger Resources Ltd.

149

277

0.13

0.46

0.09

0.02

53

27

BRU

Buru Energy Limited

148

522

0.44

2.10

0.38

-0.10

54

161

GOR

Gold Road Resources Limited

146

45

0.25

0.40

0.09

0.00

55

59

APZ

Aspen Group

139

189

1.23

1.59

1.15

-0.59

56

67

WIC

Westoz Investment Company Limited

137

158

1.06

1.35

0.88

0.17

57

91

PRU

Perseus Mining Limited

137

112

0.26

0.55

0.20

-0.02

58

114

PAN

Panoramic Resources Limited

135

80

0.42

1.08

0.23

-0.03

59

34

MML

Medusa Mining Limited

135

424

0.65

2.64

0.47

0.15

60

139

CVN

Carnarvon Petroleum Limited

133

63

0.14

0.30

0.06

0.02

61

87

TBR

Tribune Resources Ltd

133

117

2.65

3.96

2.32

0.02

62

107

AOH

Altona Mining Limited

128

88

0.24

0.25

0.15

0.02

63

103

AVB

Avanco Resources Limited

126

96

0.08

0.12

0.06

0.00

64

110

ASZ

ASG Group Limited

126

85

0.61

0.75

0.60

0.04

65

45

ASL

Ausdrill Ltd.

122

322

0.39

1.37

0.38

-0.14

66

188

RQL

Resource Equipment Ltd.

119

35

0.26

0.27

0.11

-0.02

67

82

NGF

Norton Gold Fields Limited

116

126

0.13

0.18

0.10

0.03

68

215

AJX

Alexium International Group Limited

114

28

0.49

0.56

0.08

-0.02

69

88

OEL

Otto Energy Limited

111

115

0.10

0.11

0.08

0.00

70

92

MCR

Mincor Resources NL

110

112

0.59

0.99

0.52

0.01

71

118

GNG

GR Engineering Services Limited

110

75

0.73

0.97

0.51

0.09

72

53

BSE

Base Resources Limited

107

239

0.19

0.48

0.14

-0.02

73

20

BCI

BC Iron Limited

104

643

0.53

5.50

0.34

0.59

Source: Australian Securities Exchange and Capital IQ
Earnings per share = company earnings divided by number of shares Price/Earnings ratio = A stock’s price divided by its historic earnings per share N/A — Not Available S — Suspended
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Rank

ASX

Market Cap (AU$)

Price

EPS

31 DEC 14

31 DEC 13

Code

Company Name

31 DEC 14

31 DEC 13

Last (mth)

High (yr)

Low (yr)

(PoAb)

74

121

CWE

Carnegie Wave Energy Limited

104

73

0.06

0.07

0.04

0.00

75

112

GCS

Global Construction Services Limited

104

82

0.53

0.54

0.47

0.05

76

80

IMD

Imdex Limited

104

130

0.48

0.77

0.33

-0.03

77

57

FWD

Fleetwood Corp. Ltd.

104

192

1.70

3.28

1.10

0.00

78

85

TAP

Tap Oil Ltd.

102

122

0.42

0.56

0.38

-0.12

79

39

NWH

NRW Holdings Limited

100

382

0.36

1.52

0.35

0.16

80

117

NTU

Northern Minerals Limited

100

75

0.23

0.29

0.22

-0.07

81

134

SFX

Sheffield Resources Limited

99

66

0.74

1.12

0.53

-0.02

82

54

SLR

Silver Lake Resources Limited

98

234

0.20

0.78

0.16

-0.38

83

64

IRD

Iron Road Limited

96

175

0.17

0.37

0.14

-0.01

84

93

CYG

Coventry Group Ltd.

95

111

2.50

2.56

2.43

0.02

85

140

CII

CI Resources Limited

95

62

0.83

0.95

0.77

0.15

86

83

CGH

Calibre Group Limited

94

123

0.27

0.56

0.25

0.08

87

90

KRM

Kingsrose Mining Limited

91

112

0.26

0.67

0.22

-0.06

88

63

CLX

CTI Logistics Limited

91

175

1.38

2.73

1.22

0.16

89

81

ALK

Alkane Resources Limited

91

127

0.22

0.26

0.20

-0.02

90

78

TRY

Troy Resources Limited

90

132

0.46

1.53

0.35

-0.34

91

61

MAH

Macmahon Holdings Ltd.

90

182

0.07

0.15

0.07

0.02

92

277

VMY

Vimy Resources Limited

88

17

0.43

0.67

0.18

-0.14

93

102

ELM

Elemental Minerals Limited

88

100

0.23

0.35

0.15

-0.02

94

131

PEN

Peninsula Energy Limited

86

68

0.02

0.04

0.02

0.00

95

217

NWF

Newfield Resources Limited

85

28

0.55

0.58

0.45

-0.01

96

79

EHL

Emeco Holdings Limited

83

131

0.15

0.30

0.15

-0.49

97

N/A

PNC

Pioneer Credit Limited

82

-

1.82

1.87

1.75

0.08

98

202

POS

Poseidon Nickel Limited

82

31

0.12

0.18

0.10

-0.01

99

115

DRM

Doray Minerals Limited

80

79

0.48

1.10

0.27

-0.04

100

123

ABU

ABM Resources NL

79

72

0.29

0.48

0.21

-0.04

Source: Australian Securities Exchange and Capital IQ
Earnings per share = company earnings divided by number of shares Price/Earnings ratio = A stock’s price divided by its historic earnings per share N/A — Not Available S — Suspended
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Compilation of the Deloitte WA Index
Compilation of the Deloitte WA Index

About Deloitte Perth

Disclaimer of liability

The monthly Deloitte WA Index is compiled from publicly available
information provided by the ASX and Reuters on the market
capitalisation of each Western Australian listed company.

As one of Australia’s leading professional services firms, Deloitte Touche
Tohmatsu and its affiliates provide audit, tax, consulting, and financial
advisory services through approximately 6,000 people across the country.
We have expertise that spans industry sectors including automotive;
consumer business; energy and resources; financial services; government
services; life sciences and health care; manufacturing; real estate; and
technology, media and telecommunications. Focused on the creation of
value and growth, and known as an employer of choice for innovative
human resources programs, we are dedicated to helping our clients
and our people excel. Our professionals are dedicated to strengthening
corporate responsibility, building public trust, and making a positive
impact in their communities.

This Index has been prepared as general information only and does
not consider the specific objectives, situation or needs of anyone
including any member of its target audience. You should not rely on the
information in the Index or disclose it or refer to it in any document.

A company is included as a Western Australian Company where its
registered office is listed in Western Australia, regardless of whether the
company is dually listed. The information in Western Australian listed
companies is extracted and then summarised to provide a cumulative
market capitalisation figure for all Western Australian listed companies.
The base period of the Deloitte WA Index is May 2000 and for the
purposes of the Index the month of May 2000 is given a notional value
of one. All subsequent monthly cumulative market capitalisation totals
are divided by the May 2000 total to then obtain a relative movement.
Please note that if a company has been suspended or delisted during
a particular period no data will be included for that month and all
subsequent months until the company is re-listed or the suspension lifted.
Historical information regarding the company’s market capitalisation will
continue to be included in the calculation of the Index.
Earnings per share (EPS) is a basic EPS calculation, i.e. net profit divided
by weighted average number of shares.

Our Perth practice continues to grow with over 500 dedicated personnel
including 56 partners. We provide high quality service to our clients
throughout Western Australia, delivering seamless solutions and
the insights that they need to address their most complex business
challenges. The strong performance culture of the Perth office is
attributed to Deloitte’s seven Signals, representing who we are and how
we do business.

Deloitte does not accept any duty of care or liability to anyone regarding
this Index or any of its content and we are not responsible to anyone for
any loss suffered in connection with the use of this Index or any of its
content. We make no representation or warranty about the accuracy of
the information in the Index. Circumstances might have changed since
the date this Index was prepared.
For information regarding the Deloitte WA Index, please contact:
Tim Richards
Tel: +61 8 9365 7248
atrichards@deloitte.com.au
David Newman
Tel: +61 8 9365 7178
danewman@deloitte.com.au
Adrian Kelly
Tel: +61 8 9365 7266
adkelly@deloitte.com.au
Perth office
Tel: +61 8 9365 7000
Fax: +61 8 9365 7001
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Contact us
Please feel free to contact any of the following to discuss how we can help you achieve your goals
Tim Richards

Jacques van Rhyn

Nicki Ivory

Clients and Markets Partner

Partner – Australia-Africa Services Group Leader

Partner - National Mining Leader - West

Tel: +61 8 9365 7248
atrichards@deloitte.com.au

Tel: +61 8 9365 7122
jvanrhyn@deloitte.com.au

Tel: +61 8 9365 7132
nivory@deloitte.com.au

Michael McNulty

Ross Jerrard

Fiona Cahill

Office Managing Partner - WA

Lead Partner – Assurance & Advisory

Lead Partner – Corporate Tax Services

Tel: +61 8 9365 7055
mmcnulty@deloitte.com.au

Tel: +61 8 9365 7057
rjerrard@deloitte.com.au

Tel: +61 8 9365 7313
FCahill@deloitte.com.au

Mike Lynn

Andrew Annand

Phil Hopwood

Lead Partner – Consulting

Lead Partner – Finance Advisory Services

Partner – Global Mining Leader

Tel: +61 8 9365 7125
mlynn@deloitte.com.au

Tel: +61 8 9365 7287
aannand@deloitte.com.au

Tel: +61 3 9671 6461
phopwood@deloitte.com.au
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Recent awards and achievements
Awarded in 2014

Awarded in 2013

#1 in Global Consulting and Management Consulting
• Ranked #1 in Global Consulting and Management Consulting based
on revenue by Kennedy in its recent report titled Global Consulting
Index 2013.

Ranked #1 globally in Security Consulting
• Based on Gartner estimates, Deloitte is the world’s largest IT
consulting firm, as well as the largest security consulting services firm,
with ‘the largest and most mature global delivery network compared
with the four other top firms.

#1 globally in Consulting
• Third year running, ranked #1 globally in Consulting in Gartner’s
recently released market share analysis titled Market Share:
IT Services, 2013.
Leader in Analytics IT Consulting 2014
• Deloitte was named the leader in Analytics IT Consulting by Kennedy
in its IT Consulting: Analytics 2014 report.
Leader in Benefits Consulting 2014
• Kennedy named Deloitte a leader in its recently released report titled
Benefits Consulting 2014.
Global leader in Oracle Application Services Q1 2014
• Forrester named Deloitte a global leader in Oracle Application Services
in its recently released report titled Forrester Wave: Oracle Application
Services Providers, Q1 ‘14.
Tier One Tax and Transfer pricing practice for 2014
• Recognised by the prestigious International Tax Review journal
cements our reputation as leading tax advisers to corporate Australia.
Our depth of tax and transfer pricing expertise, and the innovative
tax and transfer pricing services we provide to a wide range of bluechip clients across numerous industries, has allowed us to continue
to attract some of the most eminent and accomplished Australian
practitioners to enhance our growing practice.
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Ranked #1 in Global Financial Services Consulting by Kennedy
• Deloitte’s ability and its depth of experience in delivering tax, risk, real
estate, finance, operational and IT skills to identify, establish and grow
international operations for financial services clients were also seen as
key to Deloitte’s number one ranking.
Ranked #1 in 2013 World’s Best Outsourcing Advisors List
• Deloitte topped the list of The World’s Best Outsourcing Advisors
for 2013 as ranked by the International Association of Outsourcing
Professionals® (IAOP®). The award recognises Deloitte’s deep
experience and knowledge in Finance, Human Capital, IT and
other frequently outsourced functions, as well as its ability to help
organisations throughout the outsourcing life cycle. Chosen by an
independent judging panel of experienced outsourcing buyers and
academics, Deloitte was awarded the highest possible score for the
quality of its outsourcing executive leadership, public recognition of
its business and outsourcing excellence, customer references and its
global presence.
Ranked #1 in Global Consulting
• Analyst firm Gartner once again ranked Deloitte the #1 Global
Consulting provider based on CY2012 revenue. Deloitte remains the
top player in 2012 for consulting services, with a 6.6% market share
and consulting services growth rate of 13.8%.

Global leader for Human Capital Strategy Consulting
• Kennedy’s Human Capital Strategy Consulting report highlighted
Deloitte’s capability strengths including human capital analytics and a
heavy investment in predictive analytics tools for scenario modeling,
strategic workforce planning and talent management, as an aging
workforce and shortage of qualified talent drove industry spend.
ANZ FastPay wins two awards
• Deloitte Digital is recognised for ‘Innovation in Mobile Payments’
at the IDC Financial Insights Innovation Awards in Singapore also
winning a Trailblazer Award for ‘Channel Excellence in Mobile
Payments’ for Asia
Global leader in Change Management
• Based on capabilities by Kennedy in their Change Management
Consulting, the inaugural market report covers global market trends
and issues and evaluates market players. The evaluation is based
primarily on service capabilities breadth and depth, client satisfaction,
and market eminence.
Leader in Forrester’s Enterprise Mobility Services
• Recognised by Forrester Research, Inc. as a global leader in the
Enterprise Mobility Services Forrester Wave™, Q1 2013 report. The
report analysed 13 global providers with enterprise mobility capability
and scale against 15 criteria, such as process and advisory capabilities,
overall technology practice strength and go-to-market strategy. The
report details findings which are related to how well each provider
fulfils the criteria and where they stand in relation to each other, in
order to help mobility services buyers select an appropriate provider
for their needs.
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Culture at Deloitte
Our Signals

Our Culture – Our Essence

Continuously grow and improve

Talk straight

We have an environment that respects the individual, rewards
achievements, welcomes change and encourages a lifetime of
learning – with ourselves and our clients.

When we talk, it’s open, regular, honest, constructive two-way
communication between our people and our clients.

Have fun and celebrate

We encourage a sense of ownership and pride by giving responsibility
and delegating authority.

There is never a wrong time to celebrate and have fun – recognising,
appreciating, acknowledging and learning from the experiences and
success shared between our client and Deloitte teams.

Aim to be famous
We aim to reach for the stars – and beyond. To be thought leaders,
showcasing our clients and our team’s talent and expertise.

Play to win
Think globally – Winning is our stated objective.
It is also our state of mind.

Empower and trust

Recruit and retain the best
Our people are talented, enthusiastic, self-starters, team players who
are bursting with potential. They are people with whom we have a
lifetime association.

Culture at Deloitte
does not just happen
– we work at it.
It’s the sum total of the actions of our people, it’s the way we treat
others – it’s the way we behave. Our seven Signals embody these
values. Our passion for teamwork and exceptional client service is our
point of difference.
At Deloitte, we live and breathe our culture. Our internationally
experienced professionals strive to deliver seamless, consistent services
wherever our clients operate.

Our mission is to help our clients
and our people excel.
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Contact us
Deloitte
Level 14, Woodside Plaza
240 St Georges Terrace
Perth WA 6000
Australia
Tel: +61 8 9365 7000
Fax: +61 8 9365 7001
www.deloitte.com.au

