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Site Visit 22–25 January 2019 

Introduction 

We visited Petropavlovsk’s operations in eastern Siberia to build our understanding of the ramp up of POX operations, a crucial phase 
in the company’s life. Petropavlovsk turns 25 years old this year and is in metamorphosis as, for the first time it can treat the refractory 

ores that make up half its resource base.  If successful, this new incarnation will transform the company.  

The POX technology is installed and in initial stages of ramp up. All signs so far are that ramp up is progressing well, with all issues 
encountered to date rectified by the company without external help. If POG can demonstrate consistency of production at POX, the 

company will enter a phenomenally accretive phase as cash flow leaps, debt reduces, and many options open to them for growth 
organically and via M&A.  

The tour comprised of visits to POX at the old Pokrovsky mine site, followed by a fly over of the Pioneer mining operations, and then 
visits to Malomir and the POX pilot plant in Blagoveshchensk. Excluding Albyn, all sites will feed ore to POX through to 2030 and 

beyond. 

Figure 1 – Regrinding at POX 

 
Source: Tamesis 

 

Summary observations 

We would make the following key observations: 

• POX is working and working well. In hindsight this should not come as a huge surprise; Petropavlovsk have spent est.$600m 
and 8 years on POX. The ramp up is if anything ahead of expectation with 140kg gold now produced.  

o Steady state from the first two autoclaves is on track for completion in Q2 with two more then to follow. 

• Upgrade to concentrate confirmed which delivers spare capacity and potential upgrades to production forecasts. The 
company’s breakthrough at the Malomir flotation plant, where they are producing 35g/t concentrate vs 25g/t originally 
envisioned is now fully commercial and operating well.  

o Remember too it is a double refractory ore both due to the sulphide and carbon presence. This is a globally 
significant advancement in technology which has very positive connotations for POG.  

o The challenge in H2 will be to fill the next two autoclaves with concentrate – this may be with third party – but 
overall excess capacity is a good problem to have.  
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• Peak capex now passed. the company has some residual investments to make at Malomir and POX that are funded without 
the requirement for further issuance. If there are no unforeseen operational glitches leading to protracted downtime, the 

business will trade out of its highly geared state over the next twenty-four months. 

o Tamesis’ current estimate is that net debt will fall by $200m by the end of 2020.  

o We see no reason why this shouldn’t create a classic debt to equity investment case for value investors although 
we envisage confidence on this will increase with the pay back of the IRC bridge loans and the completion of the 

effects of the forward sales of gold made last year. 

• The key management team on site have remained together and are clearly relieved Pavel is back. They are a tight unit and 
present an impressive culture now. 

There are criticisms that can be levelled at the business regarding capital discipline historically. However, we believe operational 

success will decouple POG from its historical baggage and allow investors to consider the name again. With the gold price moving, it 
is feasible POG equity outperforms very strongly in 2019. 

POX Tour 

We received presentations by Chief Project manager for POX, POG head of engineering (formerly Norilsk Nickel), and company CEO 

Pavel Maslovsky. The tour included the operator room, warehouse, regrinding, laboratory, flotation, autoclaves and the oxygen plant. 

The first autoclave (number 1) has started “surprisingly well”. Material from Malomir is especially problematic as it is ‘double refractory’ 
with both carbon and sulphur but has still been achieving design recoveries of 93-94%. Pioneer feed is less challenging, forecast to 

generate recoveries of 96-98%. 

Figure 2 – Concentrate bags from Malomir in warehouse awaiting processing at POX 

 
Source: Tamesis 

 

The autoclave has a predetermined ramp up sequence to 6 months which starts with 1 week up followed by inspection, then a 
month, then three months. There have been glitches associated with the commissioning but no material issues. The second autoclave 

(number 4) is in final stages of construction and early initiation. From Q2 the company will start to bring on the third and fourth 
autoclaves. 
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Figure 3 – Concentrate bags from Malomir in warehouse awaiting processing at POX 

 
Source: Tamesis 

The production ramp up has gone very well, the plant is operating within design parameters for oxygen consumption and all other 

key inputs. They believe the pilot autoclave has been instrumental in much of this success (discussed later) 

The production rate at POX, at full capacity, is 4-500k tonnes of concentrate p.a. depending on how the mechanics work and time 

for oxidation. The plant has figured out how to treat the Malomir concentrate but will have to adjust for 3rd party feeds as each ore 

has its own chemical DNA/finger print They have already sold 140 kgs gold from the autoclave. Autoclaves 3 & 4 will be delivered by 

June, so expect ramp up Q3. 

Figure 4 – Control room at the POX hub 

 
Source: Tamesis 

Pressure oxidation is a complicated hydro-metallurgical process pioneered successfully (but with difficulties) in 11 preceding projects 

globally. Petropavlovsk has benefitted from the experiences of those projects that trail blazed and from their pilot plant test work.  

The engineering team reflect that the pilot plant provided a ‘continuous loop’ and has allowed them to navigate important lessons 

inexpensively. The Petropavlovsk team has always prided itself on its abundant metallurgical know how. This knowledge has so far 
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been successful in licensing a technology from Moscow and adapting it to the specific geochemical finger prints of the Malmoir and 

Pioneer refractory ore. One of the attendees on the visit (consultant for an EM fund) had experience working on POX for Polymetal. 

His comments were that POG has a distinct advantage over other projects from its access to fresh water which will help recoveries. 

Figure 5 – Oxygen plant for POX 

 
Source:Tamesis 

The various buildings that comprise the POX operations (milling, processing, oxygen and autoclaves) are impressive in their scale 
and modernity. This has been the most technologically advanced processing facility we have yet visited. The lending banks have 

maintained close eyes on the development of POX and Outotec, who have overseen the project as consulting engineers, have 
specialist experience. From our trip it seems probably that POX ramp up will continue successfully in the short term. 

Figure 6 – Partly installed agitators at Autoclaves 2, 3 & 4 

 
Source:Tamesis 
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Malomir Site Visit 

Malomir is an underground and open pit operation producing ~3m tonnes ore. Presently, 270-280k tonnes is treated on a heap leach 
and 400,000 tonnes go through the resin-in-pulp circuit with the balance (3.8Mtpa) being directed to POX processing. The mine plan 
currently extends to 2032. 

Figure 7 – Malomir central pit 

 
Source:Tamesis 

 

The second flotation line at Malomir has only just started in October so it’s inappropriate to read too much into the numbers until 
the system is tweaked and settles into Q2. Nonetheless it has achieved 86.1% recovery since launch. Presently, because the grade 

mined and concentrate grade is higher, they are operating at TCC $689 vs.$781/oz. Right now, they are focused on recovering the 
most metal possible at Malomir. The head of operations there reflected that 25% of the concentrate is sulphides, a proportion which 

does not rise as the gold grade increases. The rest is refractory material. 

Figure 8 – Malomir flotation plant 

 
Source:Tamesis 

 

The plant at Malomir is overdesigned with considerable latent capacity. Conversations with management and consultants indicated 
that more can be done to improve efficiencies in the plant with minimal investment before one considers further significant capex in 



 

 

 

 

Prepared by Tamesis Partners LLP 

See final two pages for important disclosures 
6 

 

mining. There were no obvious bottlenecks in the plant. The top-level management at Malomir seemed quite set in their ways and 
it felt that there was scope for further improvement by adopting a more inclusive environment with respect to younger management 

who appeared to have convicted ideas about potential efficiency gains. 

For reasons we suspect relate to the company’s requirement for capital, the mine is mining at 2g/t versus LOM head grade of 1.3g/t 

to generate a concentrate of 35g/t versus the originally planned 28g/t. They are also stripping at 1.1-1.6:1 versus LOM strip ratio of 
1.6-1.9:1. We don’t fully understand the basis for this approach. It is possible that management believe the economics for toll treating 

ore for other producers are preferable to own production and have therefore brought forward high-grade zones. The team at Malomir 
believe they can sustain the concentrate grade at this elevated number. 

Strategy 

If POX continues to ramp up successfully, the business will need to find ore sources for the autoclaves. Presently, because the 

concentrate grade from Malomir is much higher, it takes up less room and there is additional space in the autoclaves. To fill this, 
POG has initiated a tender process to toll treat ore from other operations. They have had conversations with six interested parties 

and will lock in an agreement as a priority. There is also more that can be done to provide material from Pioneer and Malomir. The 
grade of the concentrate going into the autoclaves dictates the space taken up so in theory you can prioritise higher grade 
concentrates in any 3rd party stream allowing POG’s  own operations to take up the slack. Third party concentrate ranges from 25g/t 

– 65g/t which makes a big difference to economics of POX because it doesn’t take up much room. Generally this spare capacity at 
POX is, we believe, underappreciated by the market. We believe that a coherent strategy with analysis of the various options to fill 

it will be a strong catalysis for the shares delivering upgrades to consensus earnings and cashflow.  
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Copyright and Risk Warnings 

Petropavlovsk PLC (“Petropavlovsk” or the “Company”) is a corporate client of Tamesis Partners LLP. 

Petropavlovsk is a corporate client of Tamesis Partners LLP (“Tamesis”). Tamesis will receive compensation for providing corporate broking and other 

services to the Company including the publication and dissemination of marketing materials from time to time. Tamesis may receive additional 

compensation for providing investment banking services to the Company and has received compensation for such services in the last 12 months.  

MiFID II Disclosures 

This document, being paid for by a corporate issuer, is a Minor Non-monetary Benefit as set out in Article 12 (3) of the Commission Delegated Act 

(C2016) 2031. It is produced solely in support of our corporate broking and corporate finance business.  

Tamesis Partners does not offer a secondary execution service (in the UK). 

This note is a marketing communication and NOT independent research. As such, it has not been prepared in accordance with legal 

requirements designed to promote the independence of investment research and this note is NOT subject to the prohibition on 

dealing ahead of the dissemination of investment research. 

Not an offer to buy or sell 

Under no circumstances is this note to be construed to be an offer to buy or sell or deal in any security and/or derivative instruments. It is not an 

initiation or an inducement to engage in investment activity under section 21 of the Financial Services and Markets Act 2000.  

Note prepared in good faith and in reliance on publicly available information 

Comments made in this note have been arrived at in good faith and are based, at least in part, on current public information that Tamesis considers 

reliable, but which it does not represent to be accurate or complete, and it should not be relied on as such. The information, opinions, forecasts and 
estimates contained in this document are current as of the date of this document and are subject to change without prior noti fication. No 

representation or warranty either actual or implied is made as to the accuracy, precision, completeness or correctness of the statements, opinions 

and judgements contained in this document. 

Tamesis’ and related interests 

The persons who produced this note may be partners, employees and/or associates of Tamesis. Tamesis and/or its employees and/or partners and 

associates may or may not hold shares, warrants, options, other derivative instruments or other financial interests in Petropavlovsk and reserve the 

right to acquire, hold or dispose of such positions in the future and without prior notification to Petropavlovsk, or any other person. 

Information purposes only 

This document is intended to be for background information purposes only and should be treated as such. This note is furnished on the basis and 

understanding that Tamesis is under no responsibility or liability whatsoever in respect thereof, to Petropavlovsk, or any other person. 

Investment Risk Warning 

The value of any potential investment made in relation to companies mentioned in this document may rise or fall and sums realised may be less than 

those originally invested. Any reference to past performance should not be construed as being a guide to future performance. 

Investment in small companies, and especially mineral exploration companies, carries a high degree of risk and investment in the companies or 
minerals mentioned in this document may be affected by related currency variations. Changes in the pricing of related currencies and or commodities 

mentioned in this document may have an adverse effect on the value, price or income of the investment. 

Distribution 

This note is not for public distribution, nor for distribution to, or to be used by, or to be relied upon by any person other than the Company. Without 

limiting the foregoing, this note may not be distributed to any persons (or groups of persons), to whom such distribution would contravene the UK 
Financial Services and Markets Act 2000 or would constitute a contravention of the corresponding statute or statutory instrument in any other 

jurisdiction. 

Disclaimer 

This note has been forwarded to you solely for information purposes only and should not be considered as an offer or solicitation of an offer to sell, 

buy or subscribe to any securities or any derivative instrument or any other rights pertaining thereto (“financial instruments”). This note is intended 

for use by professional and business investors only. This note may not be reproduced without the prior written consent of Tamesis. 

The information and opinions expressed in this note have been compiled from sources believed to be reliable but, neither Tamesis, nor any of its 

partners, officers, or employees accept liability from any loss arising from the use hereof or makes any representations as to its accuracy and 
completeness. Any opinions, forecasts or estimates herein constitute a judgement as at the date of this note. There can be no assurance that future 

results or events will be consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication or guarantee 

of future performance, and no representation or warranty, express or implied is made regarding future performance. This information is subject to 
change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may not contain all material information concerning 

the company and its subsidiaries. Tamesis is not agreeing to nor is it required to update the opinions, forecasts or estimates contained herein.  

The value of any securities or financial instruments mentioned in this note can fall as well as rise. Foreign currency denominated secu rities and 

financial instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the va lue, price or income of such 

securities or financial instruments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to 
substantial risk and are not suitable for all investors. This note does not have regard to the specific instrument objectives, financial situation and the 

particular needs of any specific person who may receive this note. 

Tamesis (or its partners, officers or employees) may, to the extent permitted by law, own or have a position in the securities or financial instruments 
(including derivative instruments or any other rights pertaining thereto) of any company or related company referred to herein, and may add to or 
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dispose of any such position or may make a market or act as principle in any transaction in such securities or financial instruments. Partners of 

Tamesis may also be directors of any of the companies mentioned in this note. Tamesis may, from time to time, provide or solicit investment banking 

or other financial services to, for or from any company referred to herein. Tamesis (or its partners, officers or employees) may, to the extent permitted 
by law, act upon or use the information or opinions presented herein, or research or analysis on which they are based prior to the material being 

published. 

Further Disclosures for the United Kingdom 

This note has been issued by Tamesis Partners LLP which is authorised and regulated by the Financial Conduct Authority. This note is not for 

distribution to private customers. 

This note is not intended for use by, or distribution to, US corporations that do not meet the definition of a major US institutional investor in the 

United States or for use by any citizen or resident of the United States. 

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed 

to another party, without the prior written consent of Tamesis. Securities referred to in this note may not be eligible for sale in those jurisdictions 

where Tamesis is not authorised or permitted by local law to do so. In particular, Tamesis does not permit the distribution or redistribution of this 

note to non-professional investors or other persons to whom disclosure would contravene local securities laws. Tamesis expressly disclaims and will 

not be held responsible in any way, for third parties who affect such redistribution.. © 2019 
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