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Rogue Resources Inc. (TSXV: RRS) – Acquires New Silica Project – Maintaining Focus on Near-Term 

Cash Flows  

 

Sector/Industry: Junior Mining/Exploration                                                              www.rogueresources.ca                      
 

Market Data (as of January 19, 2018) 

Current Price C$0.34 

Fair Value C$2.32 

Rating* BUY 

Risk* 5 (Highly Spec) 

52 Week Range C$0.18 - C$0.65 

Shares O/S 14,082,928  

Market Cap C$4.79 mm 

Current Yield N/A 

P/E (forward) N/A 

P/B 0.5x 

YoY Return -47.7% 

YoY TSXV 10.7% 
*see back of report for rating and risk definitions 
 

  

Highlights 
 In December 2017, Rogue Resources Inc. (“company”, “Rogue”) 

acquired the Snow White project, located 105 km west of the city of 
Sudbury, Ontario. The project has an aggregate permit in place for 
unlimited annual silica/quartz production.    

 Historic drilling and exploratory work have identified mineralization 
intermittently over 700 m of strike length, to a depth of 80 m. 
Metallurgical testing indicates the presence of high quality quartz/silica 
suitable for silicon metal production  

 A 1,800 m drill program is planned, followed by a NI 43-101 compliant 
initial resource estimate.  

 Management intends to make a production decision shortly after 
completing a resource estimate in Q2.  

 The Silicon Ridge project continues to be on hold until receipt of all of 
the required permits and approvals. A 2017 preliminary economic 
assessment showed an after-tax Net Asset Value (“NAV”) at 10% of 
$23.40 million, with a payback period under 1 year.   

 Rogue is the Canadian Quartz Supply Agent for two developing silicon 
metal producers in Iceland.  

 Rogue’s enterprise value is up 125% to $4.54 million since our previous 
report in September 2017. 
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Location 

The property, totaling 160 ha, consists of three mining claims, and is approximately 41 
km northwest of the town of Massey, 105 km west of the city of Sudbury (a major mining 
hub), and 500 km northwest of Toronto. Infrastructure is well developed in the area. The 
property can be accessed from Massey via 25.7 km of highway, and 15.3 km of logging 
roads. Massey is 50 km from deep-water ports. The project has an aggregate permit in 
place for unlimited annual silica/quartz production.   
 

Property Location 

 
Source: Technical Report 

 

Ownership 

The company acquired the project in December 2017 from a prospector. The purchase 
price is $0.75 million in cash, and 1.05 million shares paid over five years. The seller 
retains a 2% royalty, which can be acquired for $2 million.  

Rogue is currently resolving a registration issue with the Ministry of Northern 
Development and Mines (MNDM), as management believes that the boundaries of two 
claims are not accurately registered with the Ontario Government. The dotted lines in the 
map below shows Rogue’s opinion of the claims’ location. The red lines show the 
boundaries as registered by the Ontario Government. Note that the mineralization 
identified on the property is within Rogue’s opinion of the boundaries, and what is 
currently registered by the Ontario government.  
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Snow White Claims 

 
Source: Technical Report 

 
History and Geology 

The silica-rich Snow White deposit is estimated to be a composite zone of quartz veining, 
shearing and silica flooding.  
 
Quartz mineralization was initially discovered on the property by Government geological 
mapping in 1965.   
 
The property has been drilled twice – 30 holes / 612 m in 2000 by Rapier Resources Inc., 
and 24 holes / 1,230 m (to a 30 – 40 m depth) in 2008 by Verbina Resources Inc. The 
programs identified two occurrences of high silica quartz zones, namely the Main Zone in 
the central portion of the project area, and the Southern Zone. The program identified 
mineralization intermittently over 700 m of strike length, to a depth of 80 m. 
 

Aerial View of the Project 

 
Source: Technical Report 
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Drilling indicated that the deposit is a composite zone of quartz veins intruding the host 
granitoid, with a massive quartz vein (10 to 28 m in thickness) at the core. The core is 
flanked by a transitional zone on the east and west (up to tens of meters thick). Note the 
high SiO2 values shown in the image below.  
 

Main Zone 

 
Source: Company 

 
Three bulk sample metallurgical tests (totaling 6,100 tonnes) were conducted prior to 
Rogue’s acquisition. Rapier recovered approximately 846 tonnes of bulk samples in 2000. 
Verbina recovered 3,000 tonnes in 2008, and 2,300 tonnes in 2009. Approximately 1,000 
to 2,000 tonnes of quartz and granitoid blasted rock still remain stockpiled on the 
property. Metallurgical studies indicated ultra high silica values, and low impurities such 
as aluminum, calcium, iron, phosphorous, and titanium, indicating excellent chemical 
qualities. Note that all three bulk sample metallurgical tests were completed on the Main 
Zone quartz vein. A technical report on the property, dated January 8, 2018, indicated that 
historical data supports the presence of high quality quartz/silica suitable for silicon metal 
production.  Rogue’s management also believes that the quartz on the project has physical 
properties that should be attractive to the filler and counter-top industries.   
 
Rogue recently collected two 25 kg batches of grab samples from the stockpiles at the site 
for metallurgical studies. Metallurgical tests conducted by ANZAPLAN showed low 
impurities relative to reference materials for metallurgical grade silicon production. 
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Updated 

Development 

Timeline 

 

 

 

 

 

 

Chemical Purity 

 
Source: Company 

 
The tests also indicated excellent physical qualities in terms of both Heat Index and 
Thermal Strength Index. 
 
On January 12, 2018, the company announced that they submitted a 300 kg sample to an 
Optical Sorter manufacturer for optical sorting analysis to separate high purity quartz 
from gangue, as well as to separate the quartz by colour. In our discussions with 
management, Snow White has excellent colour qualities, and could potentially find 
applications in the higher-priced countertops business. 
 
Upcoming catalysts include: 
 

 Assess the viability of optical sorting  

 A 1,800 m drill program (including further geochemical analysis) on the Main 
Zone, followed by a NI 43-101 compliant initial resource estimate.  

 Announcements regarding ongoing negotiations with contract operators, logistics 
providers and potential buyers of the quartz (silicon metal / countertops).  
 

Considering that quarry operations are a relatively straight forward process, the 

company does not intend to conduct any economic studies for Snow White, but 

instead make a production decision as soon as the above steps are completed.   

 

Note that the company already has supply agreements with PCC and Thorsil – two 
developing metallurgical grade silicon (MgSi) producers.  Both PCC and Thorsil have 
assigned Rogue as their Canadian quartz supply agent. 
 
The following chart shows management’s development timeline.  
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Source: Company 

 

Silicon Ridge 

The Silicon Ridge project continues to be on hold until receipt of all of the required 
permits and approvals. On August 10, 2017, the company announced the Ministère des 
Forêts, de la Faune et des Parcs’s (“MFFP”) decision to conduct additional analysis prior 
to making a decision on Silicon Ridge’s permit. Note that the additional analysis is not 
project-specific, but related to a mandate to develop an updated policy for managing 
habitat for caribou across the province, the delay was not project-specific. Agnico-Eagle 

(TSX: AEM) was also delayed on their Aksaba Ouest project, located southeast of 

Val d’Or Quebec, because of the caribou issue.  According to Rogue’s management, 
the MFFP has communicated to them that their analysis is expected to be completed in 
Spring 2018. 
 
Despite the delay, we continue to believe the project to be an attractive asset with robust 
economics. The following table shows results of the PEA announced in May 2017. The 
PEA was based on a Direct-Shipping Ore (“DSO”) scenario. The after-tax Net Asset 

Value (“NAV”) at 10% is $23.40 million, with a payback period under 1 year.   
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Source: Company 

 
Although it is early to comment on the economics of Snow White before a resource 
estimate is announced, we believe Snow White’s material is likely to command a higher 
average price per tonne due to its superior physical characteristics as well as excellent 
colour qualities. 
 

Radio Hill Property  

Although management had announced in September 2017, to reinitiate exploration on this 
property, plans were subsequently shelved after the acquisition of the Snow White 
project. The company has an exploration permit to drill the property. Management is 
closely monitoring the recent increase in activities in the area by GFG Resources (TSXV: 
GFG). In December 2017, GFG announced plans to acquire Rapier Gold (TSXV: RPR), 
the West Porcupine property from Probe (TSXV: PRB) and the Swayze Project from 
Osisko Mining (TSXV: OM). The following map shows the locations of these projects 
relative to the Radio Hill project. We believe positive developments from GFG will likely 
increase the market valuation of Radio Hill.  
 

 
Source: GFG Resources / Rogue Resources 
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Silicon – 

Market Update 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Silicon Metal 

Silicon is not traded on metal exchanges, and therefore, the market is less transparent than 
conventional commodities. Typical off-take contract durations are for two to three years. 
The following chart shows U.S. silicon metal prices since 2007.  
 

Average Silicon Metal Prices in the U.S. (2007-2017) 

 
Source: Ferroglobe 

 

Average Silicon Metal Prices in the U.S. (October 2016-September 2017) 

 
Source: Ferroglobe 

 

According to the chart above, silicon metal prices experienced a steep downward trend 
between 2014 and 2016. This is likely to be attributed to the strength of the U.S. dollar 
and weakness in the Chinese economy. However, prices rebounded sharply in 2017, 
rising over 40% between Q3-2016 and Q3-2017. The outlook for pricing is positive, 
according to the forecasted increase in demand for silicon metal. 
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Source: CRU Group 

 

Major forecasted demand drivers for silicon include: 
 

 Population Growth: expected growth in the middle class of emerging markets is 

expected to boost demand for silicones in healthcare, cosmetics, and packaging. 

 Urbanization: emerging market investment in infrastructure is expected to boost 

demand of silicon-based alloys in steel, silicon sealants for construction, and 

foundry alloys in pipes for water transmission. 

 Energy Efficiency Initiatives: desire to make cars lighter to reduce energy usage 

will boost demand for silicon as an alloying agent for aluminium to reduce steel 

usage. 

 Alternative Energy/ Sustainability: higher demand for silicon to produce solar 

panels, and for foundry alloys for windmills. 

 Connectivity: silicon is used in semi-conductors and batteries, increasing device 

performance. 

North America and Europe are net importers of silicon metal. China is the world’s largest 
producer of silicon metal. However, enforcement of environmental regulations (resulting 
in facility closures) and diversification of China away from a saving economy towards a 
consumption economy, is likely to increase demand for silicon metals. In addition, a 
current electrode shortage, and increasing input costs, are likely to exacerbate demand for 
silicon metal in the near future.  
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Financials 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 
 

Source: CRU Group, Global Trade Atlas 
 

At the end of Q2-FY2017 (ended October 31, 2017), the company had cash and working 
capital of $0.20 million and $0.12 million, respectively. We estimate the company had a 
burn rate (cash spent on operating and investing activities) of $0.12 million per month in 
the six months ended October 31, 2017. The company disclosed in a recent conference 
call that its current corporate burn rate (not including investing activities) is 
approximately $0.05 million per month.   
 
The following table summarizes the company’s liquidity position: 
 

 
Source: Company Data 

 
Subsequent to the quarter-end, in November 2017, the company closed a $0.84 million 
financing by issuing 1.65 million flow-through shares at $0.22 per share, and 2.63 million 
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units at $0.18 per unit. Each unit consisted of a common share and a common share 
purchase warrant (exercise price of $0.25 for one year).  
 
The company currently has approximately $0.70 million in cash, which management 
estimates will take them through to the summer, and the development decision on Snow 
White in Q2.  
 
We estimate the company currently has 1.11 million options outstanding (weighted 
average exercise price of $0.50) and 5.55 million warrants outstanding (weighted average 
exercise price of $0.72). Approximately 2.70 million warrants are in the money. The 

company can raise up to $0.67 million if these warrants are exercised.  
 
As mentioned earlier, drill programs at Snow White have identified mineralization 
intermittently over 700 m of strike length, to a depth of 80 m. Based on our conservative 
and preliminary estimates of 250 m (strike) x 15m (width) x 80 m (depth), we speculate 
that the project could hold a potential resource of approximately 800,000 tonnes.  Our 
Discounted Cash Flow (“DCF”) model on the project gave an after-tax Net Asset Value 
of $14.59 million. The following table shows a summary of our DCF model. We used a 
high discount rate of 15%, for conservatism, as our inputs and assumptions are very 
preliminary.   
 

 
Source: FRC 

  
We have not made any material changes to our valuation on Silicon Ridge.  The following 
table shows a summary of our overall valuation on Rogue, which is currently at $2.32 per 
share versus our previous estimate of $2.18 per share.  
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Source: FRC 

 
We believe the company is exposed to the following key risks (not exhaustive): 
 
 The value of the company is dependent on silicon related product prices.  
 The company does not currently have any operating mines. 
 Ability to attract financing partners and off-takers. 
 Development risks.  
 Permitting delays.  
 Access to capital and share dilution. 
 
As with most junior exploration / development companies, we continue to rate Rogue’s 
shares a risk of 5 (Highly Speculative).    



 

Page 13 
 

 

2018 Fundamental Research Corp.                 “10+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”                            www.researchfrc.com                                                                                  

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

 
Fundamental Research Corp.  Equity Rating Scale: 

Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.  
The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure is 
conservative with little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less sensitive 
to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive free cash 
flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are sensitive 
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry averages, and 
coverage ratios are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a 
turnaround situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  
Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues, and may rely on external funding.  
These stocks are considered highly speculative. 
 

Disclaimers and Disclosure 

The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates and 
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.   
There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does not own any shares 
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject 
company.    Fees were paid by RRS to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes steps to ensure independence 
including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts 
may not trade in any security under coverage.  Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are 
protected contractually.  To further ensure independence, RRS has agreed to a minimum coverage term including four updates.   Coverage cannot be unilaterally 
terminated.   Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access 
users through various other channels for a limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (73%), HOLD (6%), SELL / SUSPEND (16%). 
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscribe.php for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but are 
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; 
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in 
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making 
these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for revisions or 
changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent 
updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
 


