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FY-2018 Results: A successful end to a difficult year  

Petropavlovsk (LSE: POG) have released a reasonable set of full year results given the upheaval at management level when we had 

a new CEO, CFO and Board. We have already been given the production numbers.  2018 EBITDA was US$143 million, 27% below 

2017. Profit before tax came in at US$82 million, up 69% from FY-2017. However, due mainly to prepayments for the gold produced 

there was a substantial amount of working capital released resulting in a reduction in net debt to US$568 million (FY-2017 US$585 

million). Also as a result net cash from operating activities increased to US$217 million (FY-2017 US$124 million).  

The effect of the new executive and returning CEO, Pavel Maslovskiy, can be seen in the 28% HoH reduction in TCC in H2-2018 to 

US$650/oz and 4% reduction in AISC/oz to US$1,089/oz. Full year TCC was US$786/oz, up 6% YoY, and AISC of US$1,117/oz was 

up 16%.  The company is guiding to US$850-950/oz TCC for 2019 based on 450-500koz of gold produced and sold, but with a 15% 

reduction thereafter as POX fixed costs are more fully utilized. Capex guidance for 2019 is US$45-55 million, down from US134.4 

million in FY-2018. 

Figure 1 – FY-2018 Results 

    2018 
Tamesis 

Est 
Δ 2017 Δ 

Total gold produced koz 422 429 (2%) 440 (4%) 

Total Cash Costs US$/oz 786 751 5% 741 6% 

All-in Sustaining Costs US$/oz 1,117 870 28% 963 16% 

       

Group revenue US$m 500 610 (18%) 587 (15%) 

Underlying EBITDA US$m 143 206 (31%) 197 (27%) 

Profit before tax US$m 82 50 65% 49 69% 

  
     

Capital expenditure US$m 134 105 28% 88 53% 

Net cash from operating activities US$m 217 79 175% 124 75% 

Net debt US$m (568) (582) (2%) (585) (3%) 
 

Source: Petropavlovsk, Tamesis 

 

Q1 2019 Production Update 

The company has also released its Q1-2019 production update. This shows total production of 107.7koz of gold with Malomir 

underground going well and averaging 8.2g/t grade.  

This figure included 28koz of gold recovered from high-grade refractory concentrates at the POX hub. Notable too is that recoveries 

there were consistent at 91% in March and on track to meet 94% set for June 2019.  

Moreover, the company is now reporting that the next two Autoclaves are tested and fully functioning, and management are in 

advanced discussion to purchase third party material to process whilst it looks to accelerate the Pioneer flotation plant build out, as 

well as an additional float line at Malomir. Clearly the quicker they can do this the more they are likely to hit the lower end of the 

TCC guidance for the full year.  

Net debt as of Q1-2019 has reduced further to US$550 million, down US$18 million from year end.   

 

Investment Case 

Whilst 2018 was clearly a difficult year the company has achieved some unambiguous successes. The POX plant is up and running 

and indeed ramping up which fundamentally alters the investment case for the better on a number of fronts including resource 
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potential, production growth, capex reduction, consolidation potential. Six months ago, there was considerable doubt within the 

market that POX would actually work.   

The IRC guarantee has been fundamentally altered on better terms at a time when the company is finally starting to deliver on its 

K&S project (record production number were announced for March) and when iron ore prices are strong.  

The return of Pavel Maslovskiy has also clearly had a strong effect on operations and the morale of local management as well as the 

delivery of POX.  

Our calculated NAV for Petropavlovsk is US$734 million, divided by an expanded share count of 4.1 billion shares – taking into 

account the additional 798 million shares that would be issued in the event of the exercise of the convertible debt. This leads to a 

valuation of £0.14/share. 
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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 notification. 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 securities and 
financial instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, 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. 
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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 
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 

 

 


