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Initiating Coverage: Price Target 177p  

Adriatic Metals is a junior mining company developing one of the highest grade polymetallic 
(mainly zinc and silver) projects in the world. The Vareš operation is located 50km North 
of Sarajevo in Bosnia in Herzegovina (BiH) outside the eponymous, historic mining town 
of Vareš, which is linked to the coast via a 230km railway line. Following the release of a 
scoping study in November 2019, valuing the assets at US$917 million, the company is at 
full speed ahead with a target for first production in Q2/2022. Our NPV8% is slightly higher 
at US$957 million which we have used to derive a fully funded price target of 177pps after 
applying a 50% discount to take into account the current stage of development. Key points: 

One of the highest grade assets in the world 

Vareš is actually two mines and a plant. Rupice will be the first mine developed. It has a 
measured and indicated resource of 9.4Mt grading 18.5% Zn equivalent and importantly 
is open on strike and depth. The company keeps drilling and keeps hitting high grade 
material – see announcement last week. It will be producing zinc at 58kt pa at peak or 
165kt pa zinc equivalent. The lower grade Veovača (7.4mt at 3.9%), built on the site of an 
old mine, follows to give a 15 year life of mine with upside both in size and longevity. 

In a low risk jurisdiction 

BiH is a “potential candidate” for membership of the EU. The government and population, 

both local and federal, are supportive of the mining industry. There are no free carry 
requirements and a friendly corporate tax rate of 10% (the cashflow generation of the 
operations is going to very strong – c.US$300 million p.a. at peak). Licensing has proven 
relatively straightforward so far. Vareš is desperate for a return to its former glory as a 
mining hub and there are no obvious ESG issues.  

Low risk cashflow from potentially the highest margin miner in 
London 

A US$178 million capex figure and a forecast 73% EBITDA margin reduces financing and 
operating risk respectively (peak end of period net debt is forecast at US$78 million in 
H2/2022). The polymetallic orebody comprises zinc, copper, lead, gold, silver and barite, 
i.e. base metal, precious metals and a commodity used for drilling mud in the oil industry. 
This should deliver an acyclical revenue line when up and running and would make ADT 
the highest margin mining company in London on our forecasts which are if anything 

conservative.  These factors should result in premium earnings and cashflow multiples.  

With a high profile predator as the largest shareholder 

Whether the company actually reaches commercial production is a moot point. The cash 
rich Australian base metals business, Sandfire, sits at the top of the register and has form 
with newly listed companies in London – it took over MOD Resources last year paying a 
healthy premium in the process (using the same valuation multiple for ADT would deliver 
a £2.15/sh price target). Generally, good base metal projects quickly attract the attention 
of larger players in the industry keen to deploy relatively unstretched balance sheets.  

Attractive entry point on a conservative valuation curve. 

Whilst mining projects always carry risk, the points above mitigate strongly. We have also 
applied a 50% discount to the mine NPV given the early stage of project development. 
Note too, our Price Target of £1.77/share is post-tax and assumes a 70:30 debt:equity 
financing of the capex. It does not take into account further drilling success and 
enlargement or extension of the projects. It is far too soon to be applying earnings 
multiples. but it is supportive to know that a 5x EV/EBITDA multiple of our FY2023 (YE 
June) EBITDA delivers a £1,031 million market capitalisation. 
 

Analysts:           David Butler  

David Baker 

Summary  

Last price: 99p 

Target price (GBp) 177p 

Projected return (%) 78% 

  

Project Details  

Project name Vareš 

Commodity Polymetallic 

NPV8% (US$m) 957 

  

Share Data  

Shares o/s (mm) 177.7 

52 week high/low (GBP) 0.32 / 1.00  

3-mth avg. daily vol (mm) 0.73 

3-mth avg. daily vol (GBPm) 0.33 

Market cap (US$) 226  

Net cash/(debt)* (US$m) 17 

Enterprise value (US$m) 209 

(GBPm, June Year End) 

Financial Data 2021 2022 2023 

Revenue  - - 255 

EBITDA  (2) (3) 218 

Net income  (2) (20) (166) 

EPS (GBp/sh) (0.6) 8.4 68.2 

P/E - - 1.4 

EV/EBITDA - - 0.6 
 

   

Share Price Performance 
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Numerous risk mitigating 
factors to project delivery 
and execution: high grade, 
low capex, existing 
infrastructure, diversified 
commodity exposure.  

Adriatic Metals -  Executive Summary 

Adriatic listed in the UK at the end of 2019 following a strong year on the ASX with the share price 
rising 178% in a flat to declining commodity market – see Figure 1. The reasons for such strong 
performance was the ongoing delineation of a world class ore body at Rupice and confirmation of 
the viability of the previously mined Veovača. These two assets situated outside the mining town 
of Vareš, in turn 50km North of Sarajevo, are now in receipt of a scoping study valuing the assets 
at US$917 million. Our NPV8% is slightly more at US$957 million. Commercial production is due 
to start in Q2/2022 with production rising rapidly to 58ktpa zinc plus gold, copper, lead, silver and 
barite delivering a peak zinc equivalent production figure of 165ktpa in FY2024.  

The high grade nature of the Vareš orebodies and development project (encompassing Rupice, 

Veovača and a plant) lowers both capital and operation risk. Capex of US$178 million is only 19% 
of NPV and cash costs are near bottom of the cost curve depending on which of the commodities 
of the polymetallic deposit is the denominator – in zinc terms they are negative 151c/lb.  

Put another way when this mine is up and running, it should be delivering a 73% EBITDA margin 
using near bottom of the cycle price assumptions making it the highest margin miner listed on the 
UK. The diversified metal content also lowers commodity cycle risk. With exposure to gold and the 
oil markets through barite (used for drilling mud) as well as base metals, Adriatic is likely to be 
considered a “defensive” mining company if not acyclical. Finally, we consider country risk is low. 
BiH is eager and on track to become a member of the EU, and there is easy access to the 
Mediterranean via the port of Ploče on the Adriatic, 230km away. All these features should 
command high earnings and cashflow multiples vs sector averages.  

Whether the company reaches the production stage though is a key consideration with the 
predatory Sandfire already the largest shareholder. Adriatic’s recent corporate history echoes that 
of MOD – the Botswanan copper developer that listed on the LSE in November 2018 only to be 
taken out by Sandfire in H2/2019. They paid 52% of the unfunded post tax NPV of MOD’s T3 
copper project  – applying the same multiple here equates to a price of GBP 215p/sh. Given Vareš 
is not as advanced we believe a PT of 0.43x of our unfunded 100% NPV (177pps) is appropriate 
for now.  

 Figure 1 – Share Price vs Zinc Price (31 December 2018 = 100) 

 

      Source: FactSet 
 

 

Main Assets based in Historic Mining Region with Direct Access to Med 

The Vareš project comprises two deposits; a brownfields open-pit operation at Veovača and a 
greenfield underground discovery at Rupice. There is existing mine infrastructure at Veovača, as 
well as several exciting exploration opportunities within the existing licence area.  
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Whilst Bosnia and Herzegovina (BiH) is not a member of the European Union it has been considered 
a potential candidate since 2003 when the relationship has strengthened. The EU continues to 
deploy considerable resource in the country within the framework of the Common Foreign and 
Security Policy and the Common Security and Defence Policy. The government and population, 
both local and federal, are supportive of the mining industry. There are no free carry requirements 
and a friendly corporate tax rate of 10% (the cashflow generation of the operations is going to 
very strong – c.US$300 million p.a. at peak). Licensing has proven relatively straightforward so 
far. 

 Figure 2 – Map of project location in the context of available sea routes 

 

      Source: Company 
 

 
World Class Ore Body with High Grades in Various Metals and Minerals… 

The key outstanding feature of Adriatic is the presence of a number of different metal and minerals 

from all three cyclical categories of precious (gold and silver), base (zinc, copper and lead)  and 
bulk (barite). At Rupice in particular the grades of each metal could justify a mine by itself and the 
zinc equivalent grade is one of the highest  in the world at 18.5% (we can think of only two others 
with higher grades: Ivanhoe’s Kupishi mine in the DRC and Prairie Creek which is in a remote part 
of the North West Territories in Canada). Veovača is not as rich but combined they represent a 
decent size ore body at 12.3% zinc equivalent 

 Figure 3 – Vareš Resource Statement 

 

Tonnes 

(Mt) 

Au 

(g/t) 

Ag 

(g/t) 

Zn  

(%) 

Pb  

(%) 

Cu 

(%) 

BaSO4  

(%) 

Zn 

Equiv 

(%) 

Rupice 9.4 1.8 183 5.1 3.3 0.6 31 18.5% 

Veovača 7.4 0.1 41 1.4 0.9 - 13 3.9% 

Total 19.8 1.01 120 3.5 2.2 0.3 23.2 12.6% 
 

     Source: Adriatic 
 

  

Interestingly there seems to be a debate over the type of ore body which seems to settle on a 
hybrid between Volcanic Massive Sulphide and SEDEX. Either way there is plenty of scope for 
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enlargement at Rupice in particular and the company is busy drilling various targets. Last week’s 
drill results are opening up the prospect of linking Rupice to another high potential prospect at  
Jurasevac-Brestic prospect – see Figure 4. 

The latest drilling included an intercept of: 11.3m @ 4.37g/t Au, 406g/t Ag, 16.1% Zn, 9.8% Pb, 
1% Cu and 50% BaSO4 from 244.7m. 

Drilling continues with the 
latest including an intercept 
of 11.3m @ 4.37g/t Au, 
406g/t Ag, 16.1% Zn, 9.8% 
Pb, 1% Cu and 50% BaSO4 
from 244.7m. 

Figure 4 – Location of the five licenses that collectively comprise the Adriatic Concession 

 

      Source: Company  
 

 

Delivering Low Risk Cashflow  

When you have such valuable ore, you don’t have to process much of it to make strong economic 
returns. Hence the capex budget of US$178 million which includes the delivery of both 
underground development at Rupice and the subsequent restart of open pit operations at Veovača. 
This compares comfortably with our project NPV of US$950 million and also the current US$215 
million market capitalisation of the company implying low equity dilution and reasonable terms for 
any project finance. 

 It should also mean low operating costs. We are assuming US$79/t of ore processed vs revenue 
of US$258/t life of mine. In zinc equivalent terms the mines at steady state will be producing c. 

140ktpa of which 43ktpa is zinc metal p.a. at a cash cost of negative 151c/lb life of mine.  

This will allow the company to deliver returns on capital far in excess of cost of capital throughout 
the price cycle of zinc (average RoCE of c.200% over Rupice life of mine, vs WACC of 8.7%).  
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Likely to be taken over 

It will not have escaped investors notice that Sandfire Resources are the largest shareholder in 
Adriatic and were a full participant in the recent equity raise. Sandfire is an Australian base metal 
producer with a stated M&A policy based off a cash rich balance sheet. The parallels between 
Adriatic and MOD Resources are notable.  

MOD listed on the LSE in November 2018 and went under offer in June 2019 at a 45% premium 
to the closing price  the day before and 52% of the NPV of MOD’s flagship project. Applying the 
same metrics to ADT’s Vareš unfunded NPV of US$957 million equates to 215pps. 

 

Attractive Entry Point 

The project IRR is unsurprisingly high at 106%. Our unfunded NPV8% for Rupice alone is US$888m 
which implies a current 65% discount which is too great for this type of project at this point.  

The company is likely to have completed a BFS and have all licenses awarded by Q1/2021 (with 
first production due Q2/2022). Each award should present a catalyst in their own right. At which 
point we would expect it trade at a 0.7x NPV at least. This gives an unfunded price target of 
290pps. We have looked at various funding scenarios with the expectation that project finance is 
readily available. We believe a ratio of 70% debt 30% equity should be achievable. Our fully funded 
price target, using a 0.5x NPV multiple taking into account the project stage, delivers a near term 
PT of 177pps. 
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Ore Evaluation   

The results from the drilling at Vareš reveal a polymetallic ore body including the high grade 
presence of barite – see Figure 5 below.  

 Figure 5 – Economic value by contained metal (Rupice and Veovača) 

 

      Source: Company 
 

  

Adriatic will be selling its product in three main concentrates: Lead – Silver (Pb), Zinc (Zn) and 
Barite. We discuss the components of each and the payability below:  

 Figure 6 – Concentrate value by metal 

 

      Source:  
 

  

The scoping study refers to a copper lead concentrate but as can be seen from Figure 6, copper 
is only 4% of the value of the metal in concentrate. As such the concentrate is really more of a 
lead-silver one as titled.  
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We note from the technical report that the company has done some good work on the payability 
of the various concentrates. They have commissioned Bluequest Resources to prepare a 
commercial report and as part of that sent the data to a number of prospective smelters on a no-
name basis. Seven replied to the lead data and eight to the zinc. Interestingly the high content of 
precious metals had some positive connotations including that the Chinese smelters would view 
the lead as a silver concentrate thereby avoiding VAT as the silver is then exported as bullion. 
Antimony also collects which together with the gold and silver makes it a very high value 
concentrate ($/t). But there was a downside in all this with the copper only paying out 30% vs the 
95-96% normally possible – see figure below  so we may see the processing route deliver a copper 
concentrate separately before the lead and zinc concentrates.  

We note from the technical 
report that the company has 
done some good work on 
the payability of the various 
concentrates. 

Figure 7 – Payability by concentrate type 

Payability 
Zinc 

Concentrate 
Lead-Silver 
Concentrate 

Barite 
Concentrate 

Zn 85% -  

Pb - 95%  

Cu - 30%  

Ba - - 100% 

Au 75% 95%  

Ag 75% 95%  

Sn - 78%   

      Source: Tamesis  
 

  

We include a 3% penalty on the lead-silver concentrate, relating to low levels of deleterious 

elements in the concentrate (primarily Mercury). It may be possible for the company to mitigate 

these penalties through an additional cleaning step or through blending. 

In addition, we assume refining charges of US$20/oz for gold and US$0.85/oz for silver in the 

lead-silver concentrate. There are no refining charges for the zinc concentrate. We note later that 

the copper payability is very low in the lead concentrates – the company is exploring the option of 

producing an additional copper-gold concentrate to improve recoveries and payability. 

Overall the Net Smelter Revenue (i.e. after freight, insurance, TC/RCs) values in the report were 
as shown in table below based off the metal price assumptions also as shown. We note too that 
the smelters were only applying a 5.5% discount of the value of the paying metals in the zinc 
concentrate and 0.2% of lead. 

 Figure 8 – Revenue contribution by commodity 

 

      Source: Tamesis  
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In any given year the contribution to revenue is shown below. Zinc is the biggest contributor  
(29%), followed by Silver (26%), and Lead (16%).  

 Figure 9 – Life of Mine Revenue contribution by commodity 

 

      Source: Tamesis  
 

 

Assumptions 

Generally, we tend to avoid heroic in house price assumptions for commodities. For zinc we note  
consensus pricing forecasts are rangebound around US$2,500/t. As always, a lot depends on 
Chinese supply and demand which accounts for 35% of the world’s primary mined supply, 44% of 
smelter capacity and 50% of consumption. Overall, we suspect a slowing down in Chinese 
consumption growth will coincide with reduction of supply in country as environmental constraints 
continue to grow. There is likely to be growth in output ex China with Vedanta still ramping up, 
ore type changes at Antamina and other projects in Kazakhstan and Portugal. Meanwhile 
inventories are low. So overall, we see no reason to be that excited about the zinc price over the 
medium term and keep our price forecasts essentially flat.  

We normally assume flat gold/silver prices out to perpetuity but have opted for US$1,500/oz for 
gold at the moment given that was the approximate price prior to escalation of hostilities between 
the US and Iran. Silver likewise. We remain comfortable with our US$3/lb copper price going 
forward.  

 Our metal price assumptions are shown in table below.  

 Figure 10 – Metal Price Assumptions 

  US$/t 

Zinc US$/t 2,500 

Lead US$/t 1,800 

Copper US$/t 6,000 

Barite US$/t 155 

Gold US$/oz 1,475 

Silver US$/oz 17 

Antimony US$/t 6,500 
 

      Source: Tamesis  
 

 

Barite 

Barite is the least well understood of the commodities despite it being a fairly common occurrence 
in VMS style geology. It is known for its high density (SG 4.5) which, along with its non-abrasive 
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nature and insolubility, makes it suitable for drilling mud in the oil industry.  This accounts for 95% 
of demand so the best proxy is the drill rig count indices and behind that the oil price.  

It is a fairly common commodity with c.7Mt consumed annually of which half is traded 
internationally. Clearly Adriatic will be seeking to take advantage of freight differentials to 
importers. Regionally the Middle East is the largest importer with 40%, North America c.30% and 
probably most importantly Western Europe c.15%. Drillers are becoming increasingly concerned 
over quality and presence of contaminants. Specifications are mainly set by the API (American 
Petroleum Institute) and the Rupice barite has passed the current API tests. It is also noteworthy 
that Veovača produced over 70kt of barite concentrate between 1983 and 1986.  

 Figure 11 – API Barite Specification vs Eastern Mining Product 

Description API Specification Eastern Mining Barite 

Barite grade  90% minimum >93% BaSO4 

Specific gravity   4.1 g/cm3 and 4.22 g/cm3 >4.4 g/cm3 

Moisture content 0.5% maximum  
Not undertaken but a simple function of 
drying the product 

Residue sizing >75 microns 3% maximum  >75 micron less than 3% 

Residue sizing <8 microns 30% maximum <6 micron less than 30% 

Water soluble alkaline 
earth metals 

250 mg/kg maximum (Ca2+) 
To be undertaken but noted that the levels 
of these metals in the concentrate are low 

 

      Source: Company  
 

One of the things that struck 
us in looking at the 
concentrates and metal 
content was the balance 
between precious metals 
and base as well as a barite 
kick 

 

Prices have ranged between US$100-150/t over the last five years for standard barite and the 
scoping study suggest a range of US$130-180/t for Rupice product. We are going with the 
corporate recommendation to use US$155/t in the study, although would think that has some 

downside risk.  

 

Acyclical Revenue Stream 

One of the things that struck us in looking at the concentrates and metal content was the balance 
between precious metals and base as well as a barite kicker. A quick glance at metal prices over 
the last ten years suggests that cashflow at risk from commodity volatility will be low once 
operating. 

 Figure 12 – Long Term Commodity Prices

 

      Source: FactSet  
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Operational Review 

The key aspects of Adriatic’s operations are: they are in an area of historical mining; the ore is 
high grade and the orebody open along strike and depth at Rupice in particular; infrastructure is 
in place including transport to port 230km away.  

We run through each of these points: 

The district has seen 
historical mining and 
exploration since the bronze 
ages and the first blast 
furnaces were built in 1891 

History of Mining 

The Vareš project is located near the mining town of Vareš c.50km north of Sarajevo; a reasonably 
easy car journey from the capital along the national highway. The district has seen historical mining 

and exploration since the bronze ages and the first blast furnaces were built in 1891.  

Modern exploration commenced in the late 1940s under parastatal, Energoinvest, and several 
polymetallic deposits were discovered within a 20km by 10km sedimentary formation extending 
from Rupice in the northwest to Smailova in the south east – see fig below. 

 Figure 13 Map of historical discoveries and potential targets within sedimentary formation 

 

      Source: Company  
 

  

Following several years of drilling, the first mineral reserve for Veovača was estimated in 1978 and 
continued to be refined up to 1983 when open pit mining commenced. After four years of mining 
records show that some 1.2Mt of ore had been extracted and processed with production rates 
peaking in the late 1980s. Sadly by the end of the decade all mines closed due to political instability 
rather than depleted mine reserves.  

Rupice followed a similar pattern although never got into production. Exploration activities that 
were conducted between 1952 and 1990 focussed on barite mineralisation initially followed by 
polymetallic interest.  

The Yugoslavian parastatal mining company Energoinvest went bankrupt in the early 2000s. 
Private company Eastern Mining then took up the slack. The company was incorporated in 2008 
by Miloš Bošnjaković  who then set about exploring the region. The company was granted an 
exploration concession for Rupice and Veovača in 2013 after purchasing the assets from Balkan 
Mining.  

Adriatic was set up in 2017 by Paul Cronin, specifically for the purpose of acquiring Eastern Mining, 
and was successful in its takeover offer of €500k in cash and €250k in shares. Miloš is now a 9% 
shareholder with Paul owning 9.48%.  The company moved swiftly to drill and in early 2017 
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recorded an intersection of 64m at 40% ZnEq. It released its first technical assessment report in 
February 2018 and  listed on the ASX in April 2018 and was one of the best performers last year.  

In November 2019 the company published the scoping study for Vareš with an NPV8% of US$917m 
before confirming further extensions to the North and South of Rupice with step out drill results in 
announced November 28th, 2019. 

In our view it is always a good sign that mining has been conducted in the region for a long time 
as it implies to us the presence of useful infrastructure, supportive legislation and a ready trained 
workforce.  

In our view it is always a 
good sign that mining has 
been conducted in the 
region for a long time as it 
implies to us the presence of 
useful infrastructure, 
supportive legislation and a 
ready trained workforce 

Geology 

The geology is interesting for a number of reasons. The project lies within the North-West limb of 
the Tethyan belt. A metallogenic and orogenic belt that stretches from Europe through to Iran. 
The region of the former Yugoslavia has come under increasing scrutiny given its prospectivity and 
there are a large number of companies of all sizes exploring and operating including Rio Tinto who 
we understand have more drill rigs in Serbia than any other country in the world.  

The geological history of this part of Eastern Europe is linked to the closure of the former Tethys 
geosyncline that had once existed between the African and Eurasian plates. Collison of these plates 
caused the Alpine orogeny and created the Dinarides within the Balkan states which has become 
an area of intense focus for the mining industry post the end of the troubles there. We understand 
Rio Tinto has more drill rigs in neighbouring Serbia than any other country. 

 Figure 14 Regional tectonic plate movements 

 

      Source: Company 
 

  

The mineralisation setting, chemistry and style is different from SHMS (shale-hosted massive 
sulphide or “SEDEX”) deposits globally, nor does it show characteristics of VMS (volcanogenic 
massive sulphide) deposits, according to CSA, especially as there is no direct association with 
volcanic rocks. Folding and rifting has left steeply dipping carbonate dominated sediments such as 
siltstones within a lithography of dolomites and limestones with faulting. 

However, the mineralisation is hosted by sedimentary formation with a familiar set of siderites, 
manganese-rich hematite, barite, pyrite, marcasite, chalcopyrite, galena, sphalerite, tetrahedrite 
and Pb-sulphosalts. 

 
Reserves and Resources 

The polymetallic nature of the ore body is revealed in the reserve and resource statements – see 
below. Rupice is clearly the superior project here to such an extent that if there hadn’t already 
been mining at Veovača with associated infrastructure then we would imagine it not getting 
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developed at all. We also think it wise that it comes after Rupice and we would note there is 
potential for more resource.  

 Figure 15 Rupice MRE  

 

      Source: Adriatic 
 

  

The latest drill holes which 
step out from the defined 
resource are showing high 
grade intersection to North 
and South along the 
Interpreted Eastern fault 

Figure 16 Veovača MRE 

 

      Source: Adriatic 
 

  

 Both have resource potential along strike and at depth. The Rupice deposit is interpreted to lie in 
the faulted northeast limb of a north-northwest to south-southeast trending syncline with the 
northeast limb being strongly deformed by thrusting. The geological setting of the nearby 
Jurasevač and Brestič prospects may represent an extension or repetition of this deformed limb. 

The latest drill holes which step out from the defined resource are showing high grade intersection 
to North and South along the Interpreted Eastern fault – see below. The company plans to drill 
the Borovica, Orti and Veovača West prospects in Q1/2020 alongside 12km mapping and soil 
sampling of the corridor between Rupice and Veovača.  

Figure 17 – Plan of Basic Geology at Rupice 

 
Source: Company 

 

Figure 18 – Jurasevač and Brestič drill collar plan 

 
Source: Company 
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Further afield the company has identified a number of targets along the well-defined 20km x 10km 
corridor of prospective Triassic stratigraphy – see Figure 17 above. The table below shows the 
targets and work completed so far. The designated access and permit route for drilling is still not 
clear yet but Adriatic is currently working with local Government and landowners to move this 
forward. 

Further afield the company 
has identified a number of 
targets along the well-
defined 20km x 10km 
corridor of prospective 
Triassic stratigraphy 

Figure 19 –Work completed to support the conceptual exploration potential 

 

      Source: Company 
 

 

Project Delivery  

The comprehensive scoping study released by Adriatic in November last year assesses the potential 
viability of running an underground mining operation at Rupice followed by an open pit operation 
at Veovača, with all mined material being centrally processed on the site of the derelict processing 
plant at Veovača, which will be cleared for construction of a new plant. 

 
Timeline 

The company would look to start production at Rupice in Q2/2022 following various approvals and 
permits from the relevant Bosnian authorities in early 2020, alongside the completion of a PFS. 
The commencement of construction is planned for 2021. The near term timeline is shown below: 

 Figure 20 – Near term timeline 

 

      Source: Company 
 

 
Licenses 

Three relevant pieces of legislation govern the exploration and exploitation of minerals in BiH: 

• Concession law, which is localised to a canton (an administrative region), in this case the 
Zenica-Doboj canton 

• The Law of Geological Explorations, which covers permitting related to geological 
exploration 

• The Mining Law, which covers permitting after exploration (i.e. exploitation) 
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 Importantly, neither exploration nor exploitation permits can be obtained until a concession has 
been granted by the relevant canton. Once this has been granted, exploration and exploitation 
applications are made in accordance with the exploration and Mining Laws as set out above.  

The duration of exploration and exploitation rights are set out in the original agreement and these 
are not fixed in the legislation. The exploration law makes allowance for a single extension equal 
in time to the original period granted for the licence. An exploitation permit may be granted to the 
holder of an exploration permit after submitting technical documentation in accordance with the 
requirements set out by the Mining Law. Again, the Mining Law is non-specific regarding the 
duration/extent of an exploitation permit; this will be issued in accordance with the duration of the 
underlying Concession Agreement. Royalty rates and tariffs are not legislated in the Mining Law. 
These fall under the concessional agreement with the relevant canton. 

 So far, the company has moved through the permitting route without issue, so we see no reason 
why each of the remaining licenses are not awarded. Each of these will be seen as a catalyst for 
the share price and watched carefully by potential offerors. 

 Figure 21 – Permitting Route 

 

      Source: Company 
 

 
Mining 

As per the scoping study, we assume that mining starts at the underground deposit in Q2/2022 
with construction planned 12 months earlier. Mining at Rupice will take place by conventional cut 
and fill and long hole stoping. The company will access the ore body via adits. Ore mined and 
waste mined volumes are shown below. Waste will also be used for hydraulic backfill. All very 
straightforward.  
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 Figure 22 – Vareš Mined Volumes 

 

      Source: Tamesis  
 

 
Production 

The Vareš project will be a meaningful zinc producer by global standards. Peak output is 58kt of 
zinc contained (which puts it in the top 50 global producers) or 150kt pa zinc equivalent – see 
Figure 23. This is equivalent to US$375 million revenue using our relatively conservative 
assumptions. 

The LoM profile declines as the company works through the Rupice orebody and transitions in the 
Veovača open pit, but as discussed above we would be extremely surprised if this is the final 
production profile given the exciting drilling results coming from Rupice. 

Again, simplicity is key here: 
the plant will need to treat 
both Rupice underground 
and Veovača open cut via a 
single process flowsheet 

Figure 23 – Rupice Concentrate Production Schedule (kt Zn Equiv) 

 

      Source: Tamesis  
 

  

The metal will come in concentrate format. Again, simplicity is key here: the plant will need to 
treat both Rupice underground and Veovača open cut via a single process flowsheet. The company 
has already conducted testwork for this and settled on the three circuits: copper-lead (with a lot 

of precious metals), zinc and barite. For Rupice they may add another circuit to recover more 
copper.  
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Capex 

The scoping study for Vareš suggests a capex figure of c.US$180 million will be required to deliver 
the Rupice and Veovača operations. Rupice is assumed as an owner operator underground 
operation and Veovača contractor open pit. The latter totals US$9.8m and will come at the end of 
the life of Rupice. We would note there are plenty of contingencies built into these figures including 
an overarching 30% contingency for estimation inaccuracy and miscellaneous items. So, we feel 
this figure is if anything conservative.  

We estimate working capital buildup of US$18 million over the first two years of production and 
are assuming a sustaining capex figure of US$1.5 million pa. We show our capex schedule below.  

We would note there are 
plenty of contingencies built 
into these figures including 
an overarching 30% 
contingency for estimation 
inaccuracy and 
miscellaneous items 

Figure 24 – Vareš Project Capital Schedule (US$m, half-year periods) 

 

      Source: Tamesis  
 

  
This capex figure should stand out to investors for a number of reasons.  

• It is low – a function of the high grade ore; the operation does not have to handle 
excessive throughput (0.8Mtpa through the plant) to produce a lot of EBITDA. 

• It is a lot lower than the NPV. Whilst a high capex figure should not really matter if the 
NPV is higher (i.e. the project should get built), we feel a capex number c.20% of the 
NPV should be of some comfort to shareholders with respect to financing risk and 
takeover potential.  

• As an extension to the point above it is easily financed. We assume a one third equity, 
two thirds debt scenario in our valuation section.  

Eventually a development company will be valued on an EV/EBITDA basis. The lower the capex, 
the lower the debt, the higher the market capitalisation. See valuation section for more discussion 

The main components of the capital expenditure are given below: 

 Figure 25 – Main components of capital expenditure (%) 

 

      Source: Tamesis  
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Infrastructure 

As one might expect from a historical mining region there is a decent amount of infrastructure 
already in place. Power is available from the grid, water supplied by the Vareš council and there is 
a railhead from which concentrate can be transported straight to the port of Ploče on Adriatic; 
230km away. There is a young and job hungry workforce that can be bussed from Vareš. The 
plant will be built on the site of the derelict processing plant at Veovača which saves on site 
clearance, foundations etc. There are old connections to the electrical network and a metalled road 
to Vareš to where the concentrate will be trucked approximately 4km. Rupice is less developed so 
will need access roads but nothing that represents a major civil engineering obstacle.  

 Figure 26 Local map of licenses

 

      Source: Company 
 

 

Low Cost Mine 

The grade of 12.5% equivalent zinc for the whole project and 18.3% for Rupice alone (equivalent 

to 9g/t in gold terms) means the mine is going to be one of the  highest margin assets in the world 

– see table below. Cash costs in zinc equivalent are –151c/lb. Looking at the universe of producing 

operations, we calculate Rupice as the 7th highest margin globally based on the first three years 

of production (see Figure 26 ), and the highest base metals project. On a life of mine basis Adriatic 

would be the 16th highest margin project and the 6th highest base metals project. 

 Figure 27 – Total Cash Margin by Operation  

Operation Owner Country 
Primary 

Commodity 

Total Cash 
Margin  

(US$/t ore) 

% 

Fosterville Kirkland Lake  Australia Gold 792.7 81% 

Macassa Kirkland Lake Canada Gold 542.1 63% 

Cerro Moro Yamana Argentina Gold 539.8 61% 

Dong'an Yintai  China Gold 438.9 70% 

Kainantu K92 Mining. Papua New Guinea Gold 402.2 54% 

Cerro Negro Newmont Goldcorp Argentina Gold 376.9 63% 
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Rupice  
(first 3 years) 

Adriatic Bosnia & Herzegovina Zinc 351.9 69% 

Gwalia St Barbara Australia Gold 302.1 62% 

Yaramoko Roxgold Burkina Faso Gold 297.7 58% 

Xingye Xingye  China Zinc 272.9 65% 

Turquoise Ridge Barrick USA Gold 267.9 48% 

Tambomayo Buenaventura Peru Gold 265.2 60% 

Aguilar Glencore Argentina Zinc 254.1 53% 

Eagle Lundin Mining USA Nickel 248.7 50% 

Norilsk Norilsk Russia Nickel 235.2 71% 

Long Complex Mincor Australia Nickel 234.4 58% 

Rupice  
(Life of mine) 

Adriatic Bosnia & Herzegovina Zinc 233.5 62% 

Red Dog Teck USA Zinc 233.0 60% 

NX Gold Ero Copper Brazil Gold 232.9 54% 

Lucky Friday Hecla USA Silver 222.7 57% 

Seabee SSR Canada Gold 212.1 62% 
 

      Source: S&P Global Market Intelligence, Tamesis  
 

  

The “other side of the coin” to the high grade is that it requires only low throughput to make good 
margin. This is also dictated by size of resource and access to funding. The polymetallic nature of 
the ore body also means that the end products would inevitability be a concentrate. Hence 
transporting and treating are going to be a large proportion of costs – see pie below. Mining and 
processing only account for 45% of operating costs.  

 Figure 28 – Operating Cost Split 

 

      Source: Tamesis  
 

  

This adds an element of risk in that both transporting and treating the concentrate are non-
controllable by Adriatic. However, assumptions for this are pretty conservative especially  vs the 
value of the concentrate– see below. All the figure below are based around the scoping study: 

 Figure 29 – Transport costs by concentrate type  

 US$/t 

Zinc Concentrate 74.25 

Lead-Silver Concentrate 94.6 

Barite Concentrate 12.5 
 

      Source: Tamesis  
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We would note too that Veovača operating costs are lower than Rupice by virtue of it being open 
cut – see table below 

 Figure 30 – Model Cost Assumptions  

 US$/t 

Underground Mining 30.5 

Open Pit Mining 4.0 

Processing 18.3 

Site Transport  2.8 

General & Admin  2.1 
 

      Source: Tamesis  
 

 

ESG 

The mining sector at large is off limits to many ESG funds from what we can tell. This is despite 
the industry doing its level best to improve on all three elements of ESG, in a background of 
increasing focus, whilst producing commodities often critical for the  battle against climate change. 
Adriatic is no exception. Before going into detail its worth recalling that the company is developing 
a strategically important operation that is set to become the largest mining business in BiH. 

In particular, it is reinvigorating the town of Vareš back to becoming an important industrial hub 
and all that that entails with respect to employment, infrastructure and general standard of living. 
It is also conducting all its work on Environment and Social impact to the highest standards 
internationally.  

 
Environment 

The company has commissioned Wardell & Armstrong to prepare an Environmental and Social 
Scoping Study alongside Critical Resource to provide an overview and guidance on international 
best practices. The Scoping Study results will inform on baseline studies required in advance of 
construction to allow for a higher quality impact assessment as engineering details become better 
understood. The Environmental Impact Assessment work commenced in Q4/2019 and will focus 
on the combined Rupice and Veovača operation. The company has already applied for 
Environmental and Exploitation permits at Veovača which being the site of a previous mining 
operation should be a more straightforward process and help inform on Rupice. Environmental 
permits for the removal of the old Veovača plant have been granted, and the public comment 
period for environmental approval for construction of a new plant closes on January 19, 2020. It 
is expected that final approval will be received in February 2020 

 
Social  

The population of the  municipality of Vareš has shrunk in numbers and grown in average age due 
to a classic exodus of younger people seeking work elsewhere. This will reverse as the ripple effect 
of a big mining operation starts to take hold – for a community like this we would estimate there 
is an economic benefit for up to 10 people for everyone who has a job at the mine.  

As Adriatic progresses with its various social studies it will clearly take into account the Ecosystem, 
Human Health Risk, Landscape and Visual, Cultural heritage etc. From our two site visits we don’t 
see any large risk to development. The landscape like the geology is Alpine but it not approaching 
pristine wilderness with farms and local industry in evidence 

 Governance 

Adriatic is not required to comply with the provisions of the UK Corporate Governance Code given 
it is on the Standard List of the LSE rather than Premium List. However, the company is seeking a 
high standard and the Directors are committed to the comply with the provisions of the QCA Code. 

This is tailored for small and mid-sized quoted companies in the UK. Recently the company has 
added two high-quality non-executive directors, Michael Rawlinson and Sandra Bates, who add 
financial and legal experience, and improves gender representation on the board. Adriatic have 
also hired a new CFO, Geoff Eyre. The non-executives directors are not considered independent 
as they have been granted options, but this is to make most efficient use of shareholder funding 
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i.e. in lieu of cash and has had shareholder approval. As part of the company’s governance it will 
require a Senior Independent Director and we are confident this will happen as the company 
grows.  

Aside from these issues, which we expect the company to address in due course, we believe this 
is one of the most fit for purpose boards we’ve come across in the junior mining sector.  
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We have also looked at 
comparator metrics; mainly 
EV/t Zn equivalent. This has 
not proved particularly 
informative other than to 
confirm to our mind the 
uniqueness of the Adriatic 
investment case 

Valuation 

Summary 

We have derived a share price target for Adriatic of 177pps. This is based off a DCF valuation using 
assumptions given in Figure 29 and assumes the Vareš project is fully funded to production through 
a US$60 million equity issuance at A$1.80/share and US$120 million debt.  

We have used a 8% discount rate and then applied a 50% discount to that for Rupice and Veovača 
which are only at scoping study level. 93% of the valuation at the Vareš project is in the Rupice 
underground deposit, which we value at US$888 million. We believe this is a conservative approach 
especially given our metal price forecasts which in the lower half of their respective price cycles. 

For instance, it does not take into account any exploration potential or the clear presence of a 
predator on the balance sheet.  

Finally, it is clear that M&A is a likely outcome. The corporate development path of Adriatic is very 
similar to MOD Resources in particular the London listing and the presence of Sandfire on the 
register. MOD was bought out at a P/NPV of 52% based off an unfunded NPV of A$313 million 
(Tamesis est.). The equivalent for the Vareš project equates to £382 million or 215pps 

 

DCF 

We show our SoTP valuation below. Note that corporate costs of c.£3 million a year are included 
in the project valuation but no further exploration.  

 Figure 31 – SoTP Valuation 

SoTP Valuation O/ship US$m NAVx A$m A$/sh GBPm GBP/sh 

Rupice 100% 888 0.5 643 2.58 341 1.37 

Veovača 100% 69 0.5 50 0.20 27 0.11 

Cash 100% 30 1.0 43 0.17 23 0.09 

Cash from Options Exercised 100% 6 1.0 9 0.03 5 0.02 

Cash from Fundraising 100% 180 1.0 261 1.05 138 0.56 

Debt 100% (120) 1.0 (174) (0.70) (92) (0.37) 

Total NAV   1,053   833 3.34 442 1.77 
 

      Source: Tamesis  
 

Given the high margin 
nature of the business, there 
would easily be capacity to 
forward sell, stream metals, 
or sell a royalty. 

Funding Options 

To fund the initial US$178 million capital expenditure, we estimate that Adriatic will raise US$60 

million of equity in 2021 alongside US$120 million of debt finance at a 10% coupon, with bullet 

repayment over 5 years. Alongside the 23 million options outstanding, we calculate a fully diluted 

and funded share count of 249 million shares (vs 177.7 million today).  

We foresee a range of financing options available to the company. Traditional European lending 
banks would be the obvious cost, and probably the lowest cost of capital. We expect that 
concentrate offtake partners would be able to offer finance as part of their agreement. Given the 
high margin nature of the business, there would easily be capacity to forward sell, stream metals, 
or sell a royalty. 

 

Sensitivities 

We show the DCF sensitivity to a 10% change in the various input assumptions below. 
Unsurprisingly Adriatic is most sensitive to a change in the underlying commodity prices, with a 
10% change having a 16% impact on our underlying valuation. The next most sensitive input is 
the overall operating costs, having a 13% impact, weighted at 8% by mining costs and 5% by 
processing costs. Overall capital expenditures and discount rate have a smaller impact on the 

valuation. A 10% change in either of these variables has a 8% and 5% change, respectively. 

 

 



 
 

 

 

Prepared by Tamesis Partners LLP 
See final two pages for important disclosures 

23 

 

 Figure 32 – Sensitivity to changes in key inputs 

 

      Source: Tamesis  
 

  

On a metal-by-metal basis, as expected the sensitivity reflects the makeup of the orebody. Our 
target price is most sensitive to a change in the zinc or silver price, with a 4.1% and 3.7% 
respective change in response to a 10% chance in metal price. Copper is considerably the least 
sensitive, reflecting the low payability. Generally we note that sensitivity to one commodity is 

actually quite low reflecting the diversity of the product.  

The sensitivity to any one 
commodity is actually quite 
low reflecting the diversity 
of the product. 

Figure 33 – Sensitivity to changes in specific metal prices 

 

      Source: Tamesis  
 

 

Comparables 

We would say the first thing to note about the comparable universe for the UK investor is that it 
is empty of similar businesses to Adriatic. There are 90 mining companies listed on AIM and a 
further 14 on the FTSE All Share Mining Index plus more outside both indices. Yet a fist pass sieve 
for the key elements of the investment case: i.e. base metals, market capitalisation US$100 

million+, risk adjusted location, and stage of project development leaves us with very few 
comparators.  

 The standout feature of the investment case to our mind is the high margins. It will be 
the highest margin UK listed company once in production – see Figure 34.  
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 We recognise it’s too early really to be using comparative earnings metrics as a price setting 

valuation tool but it’s worth looking at to derive an understanding of eventual valuation. At steady 

state production in 2023-2024 the company should be generating over US$300 million EBITDA. 

The EBITDA margin is 73%, and total cash margins over the life of mine are 62% (69% in the first 

three years of production). It should be stressed that we are not using stretched price assumptions 

in this. The well run Central Asian Metals (LSE: CAML) is the nearest comparator on this basis.  

 We believe this would attract at least a 5x multiple equating to an EV of £1.15 billion (at US$300 
million EBITDA). As we have noted debt is likely to be less than $100 million implying a market 
cap of c.£1.06 billion, which with a fully diluted 249 million shares in issue, implies a value of 
£4.27/sh by 2022 which, even with a healthy discount, should leave plenty of upside.  

 Figure 34 – UK Miners in Production vs EV/EBITDA multiple 

 

      Source: Bloomberg, Tamesis  
 

 
Zinc Developers – EV/tonne 

Globally, there is more choice. However, on the zinc front none has a market cap more than $100m 
– see table below. 

 Figure 35 – Comparable Listed Companies 

Company 
Market 

Cap 
EV Project Location Status 

Resources 
(Mt) 

% Zn 
Eq 

EV/t 
Zinc Eq 

Red River 51.6 41.2 Thalanga Australia Operating 9.9 13.2% 31.6 

White Rock 5.7 3.4 Red Mountain Alaska, USA Exploration 9.1 13.1% 2.9 

ZincX 16.7 17.7 Akie Canada PFS/Scoping 30.2 8.2% 7.2 

Terramin 51.1 169.7 Oued Amizour Algeria Feasibility 43.4 6.0% 65.1 

Ironbark Zinc 8.9 8.6 Citronen Greenland Feasibility 70.8 5.5% 2.2 

Heron 29.6 162.9 Woodlawn Australia Operating 7.2 14.7% 153.9 

Rathdowney 9.1 14.7 Olza Poland PFS/Scoping 24.4 6.6% 9.1 

Fireweed Zinc 17.1 17.1 Macmillian Pass Canada PFS/Scoping 50.7 8.9% 3.8 

Foran Mining 24.9 26.1 McIlvenna Bay Canada Feasibility 34.1 6.9% 11.1 

Norzinc 22.8 11.7 Prairie Creek Canada Feasibility 15.8 19.6% 3.8 

ScoZinc 5.1 1.8 ScoZinc Canada PFS/Scoping 16.8 3.7% 2.9 

Adriatic (Rupice) 226.0 209.0 Rupice Bosnia PFS/Scoping 9.4 18.3% 120.1 

Adriatic Total 226.0 209.0 Vareš Bosnia PFS/Scoping 16.8 12.5% 98.9 
 

       
Source: FactSet, Tamesis  

 

  

There are two that look more comparable than most; Terramin and Heron Resources both of which 
have a similar EVs if not market caps. We note that the Woodlawn project at Heron is further 

0

1

2

3

4

5

6

7

8

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

E
V
/E

B
IT

D
A
 (

2
0
2
0
 c

o
n
se

n
su

s)

E
B
IT

D
A
 M

a
rg

in
 (

la
st

 r
e
p
o
rt

e
d
)



 
 

 

 

Prepared by Tamesis Partners LLP 
See final two pages for important disclosures 

25 

 

advanced than Vareš but had delays in the construction ramp up whilst Terramin’s project location 
is seen as a risk. They are both trading on multiples roughly similar to Adriatic suggesting the 
latter’s valuation on this metric is more than supportable. 

It has to be obvious to even 
the most casual observer 
that ADT represents an 
outstanding opportunity to a 
potential bidder, and it 
should be no surprise that 
Sandfire are the biggest 
shareholder 

Base Metal Developers – M&A multiples 

It has to be obvious to even the most casual observer that ADT represents an outstanding 
opportunity to a potential bidder, and it should be no surprise that Sandfire are the biggest 
shareholder. Moreover, there is a M&A blueprint for UK investors in the form of MOD Resources.  

MOD, an Australian exploration and development company, listed on the LSE in November 2018. 
It owned a 140km2 highly prospective exploration property in Botswana, the core of which was 
the T3 copper project which carried an NPV of A$307 million. In June 2019 Sandfire, which had 
built a stake of c.9% partly through a placement, launched a friendly takeover. The scrip and cash 
offer was at a 45% premium to the prevailing share price and a P/NPV multiple of 0.52x of the 
unfunded NPV of the T3 project.  

It should be noted that T3 was more advanced than Vareš with a feasibility study in place but had 
not received its mining license – albeit it did appear a formality (as is the case with Adriatic).  

Applying a 0.52x P/NPV multiple to Vareš delivers a price target of £2.15/share.  

We look at other M&A transactions below. 

 Figure 36 – Base Metals M&A transations 

Target 
Completion 

Date 
Acquiror Main Asset 

Transaction 
Value 

(US$m) 

US$/t Zn 
Equiv 

Takeover 
Premium 

Karmin  Oct 19 Nexa Aripuanã 68.3 55.6 28% 

Arizona Mining Aug 18 South32 Hermosa 1302.4 111.8 50% 

Mariana Mar 19 Sandstorm Hod Maden 181.6 64.5 88% 

Nevsun (Freeport) Jul 17 Zijin Timok 1405.3 174.1  

Nzuri Copper Feb 19 Chengtun Kalongwe 78.4 127.2 42% 

MOD Resources Oct 19 Sandfire T3 115.6 49.0 45% 
 

       
Source: S&L Market Intelligence, Tamesis  
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Financials 

Right now the main aspect of the financials is the funding for the project and then deployment of 

capital. Following the recent raise in the run up to the IPO last year, Adriatic is fully funded to 

completion of the BFS, with approximately A$30 million (US$21 million) in cash available following 

a fundraise in Q4/2019. Part of this is earmarked for further exploration. BFS is expect in Q42020 

with full speed after that to first pour. We show our net debt profile below reflecting capex and 

assuming debt is raised as per previous section. The most indebted the company becomes at the 

end of a reporting report is US$78 million or approximately 33% of the current market 

capitalisation.  

The most indebted the 
company becomes at the 
end of a reporting report is 
US$78 million or 
approximately 33% of the 
current market 
capitalisation. 

Figure 37 – Net Debt Profile  

 

      Source: S&L Market Intelligence, Tamesis  
 

 

Summary P&L 

Our forecast P&L is shown below 

 Figure 38 – Profit and Loss 

Income Statement  

(June Year End)   2020 2021 2022 2023 2024 2025 

Revenue GBPm - - - 254.6 312.6 290.2 

COGS GBPm - - (1.0) (25.6) (31.5) (31.6) 

Operating profit GBPm - - (1.0) 228.9 281.2 258.6 

Admin expenses GBPm (1.5) (1.5) (2.3) (3.1) (3.1) (3.1) 

Depreciation GBPm - - (8.1) (21.0) (25.7) (25.7) 

Royalties GBPm - - - (7.6) (9.4) (8.7) 

Other expenses GBPm - - - - - - 

Profit before interest & tax GBPm (1.5) (1.5) (11.4) 197.2 243.0 221.1 

Interest cost GBPm - (3.0) (12.4) (13.4) (13.5) (13.5) 

Interest gain GBPm - - - - - - 

Corporate tax GBPm - - - (17.9) (25.7) (23.5) 

Profit after tax GBPm (1.5) (4.5) (23.8) 165.9 203.7 184.0 

Non-controlling interests GBPm - - - - - - 

Foreign exchange GBPm - - - - - - 

Net income (US$m) GBPm (1.5) (4.5) (23.8) 165.9 203.7 184.0 

Other income GBPm - - - - - - 

Comprehensive Income GBPm (1.5) (4.5) (23.8) 165.9 203.7 184.0 
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EBITDA GBPm (1.5) (1.5) (3.3) 218.2 268.7 246.8 

EBITDA USDm (2.0) (2.0) (4.3) 283.7 349.3 320.9 
 

      Source: Tamesis  
 

  

Adriatic reports in GBP and has a June Year End. We see first production in calendar year 2022 or 
at the end of FY 22, ramping up so the first full year of production is FY-2024. The interest cost 
reflects the 10% coupon on the US$120 million loan notes, plus capitalised interest whilst the 
project is still in development. The peak two years for the Rupice deposit as it currently stands is 
FY-2024 and FY-2025 when the company is in the highest grade part of the orebody. We expect 
Adriatic to generation over £260 million (US$360+ million) EBITDA for those two years.  

 The earnings profile naturally declines after this point however this assumes no further discoveries 

or an enlarged mineral resource which is highly unlikely. 

 
Fiscal Environment 

Bosnian corporation tax is 10%, which we model. The company has minimal carry-forward losses 

that offset initial tax payments. 

Capital expenditure in Bosnia is able be depreciated over 5 years.  

There is currently a royalty of KM 1.50 per tonne of Run of Mine on metals production in Bosnia 

and Herzegovina on ore supplied to the plant. This is equivalent to a Net Smelter Return Royalty 

of 0.2%, significantly lower than other mining jurisdictions. 

 

Cashflow Statement 

 Figure 39 – Cashflow Statement 

Cashflow Statement  
(June Year End)   2020 2021 2022 2023 2024 2025 

Profit before interest & tax GBPm (1.5) (4.5) (23.8) 165.9 203.7 184.0 

Depreciation GBPm - - 8.1 21.0 25.7 25.7 

Interest accrued GBPm - 3.0 12.4 13.4 13.5 13.5 

Interest paid GBPm - (3.0) - (13.4) (13.5) (13.5) 

Movement in working capital GBPm - - (0.1) (12.4) (1.0) 1.0 

Share based payments GBPm - - - - - - 

Other GBPm - - - - - - 

Cash flow from operations GBPm (1.5) (4.5) (3.4) 174.5 228.4 210.8 

Capital expenditure (PP&E) GBPm - (40.7) (64.3) (24.6) (1.2) (1.2) 

Other GBPm - - - - - - 

Cash flow from investing GBPm - (40.7) (64.3) (24.6) (1.2) (1.2) 

Proceeds of equity offering GBPm 13.3 46.2 - - - - 

Proceeds from Options Exercise GBPm - 0.2 1.6 4.9 1.1 - 

Transaction costs from financing GBPm (0.7) (4.2) - - - - 

Borrowings / (repayments) GBPm - 92.3 - - - - 

Cash flow from financing GBPm 12.6 134.5 1.6 4.9 1.1 - 

Net change in cash GBPm 11.1 89.3 (66.2) 154.9 228.3 209.6 

Foreign Exchange GBPm - - - - - - 

Cash balance GBPm 16.4 105.8 39.6 194.4 422.7 632.3 
 

      Source: Tamesis  
 

  

The majority of Adriatic’s capital expenditure is in financial years 2022 and 2023 (June year-end). 

 

Balance Sheet 

 Figure 40 – Balance Sheet 

Balance Sheet   2020 2021 2022 2023 2024 2025 

Cash and cash equivalents GBPm 16.4 105.8 39.6 194.4 422.7 632.3 

Inventory GBPm - - 0.2 3.5 3.6 3.6 

Trade and other receivables GBPm 0.4 0.4 0.4 12.4 13.4 12.1 

Other assets GBPm - - - - - - 

Total current assets GBPm 16.8 106.1 40.1 210.4 439.8 648.0 

Mining tenements & PP&E GBPm 0.7 41.4 97.6 101.2 76.7 52.2 

Exploration and other assets GBPm 4.0 4.0 4.0 4.0 4.0 4.0 

Total non-current assets GBPm 4.7 45.4 101.6 105.1 80.6 56.2 
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TOTAL ASSETS GBPm 21.5 151.5 141.7 315.5 520.4 704.2 

Trade and other payables GBPm 0.2 0.2 0.3 5.3 5.4 5.0 

Current debt GBPm - - - - - - 

Total current liabilities GBPm 0.2 0.2 0.3 5.3 5.4 5.0 

Long term debt GBPm - 92.3 99.3 104.1 104.1 104.1 

Total non-current liabilities GBPm - 92.3 99.3 104.1 104.1 104.1 

TOTAL LIABILITIES GBPm 0.2 92.5 99.6 109.4 109.5 109.1 

NET ASSETS GBPm 21.3 59.0 42.1 206.1 410.9 595.1 
 

      Source: Tamesis  
 

  

We assume that to fun the Rupice development, Adriatic will raise US$60 million of equity in 2021 
at a share price of A$1.80/£0.95, alongside US$120 million of debt finance at a 10% coupon, 
amortising over 5 years. Interest will be capitalised during construction and ramp-up. 

 Adriatic initially listing on the ASX in April 2018 at a share price of A$0.20/share, the company has 
had two significant capital raises: 

• November 2018 – A$10.8 million raised at A$0.55/share 
• October 2010 – A$25 million raised at A$1.00/share 

 Since the October fundraise, the share price has responded strongly to the equity raise and the 
news that Sandfire have increased their position in the company to 15.8%.  

The company has also completed a dual listing on the standard segment of the main board of the 
London Stock Exchange, opening up a new investor base and critically providing some takeover 
protection from the City Code on Takeovers and Mergers. 
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Management 

 Adriatic has a strong management team well placed to fund the Vareš project and move to 
construction and first production. In particular, Executive Director Paul Cronin has strengthened 
his team with operational experience, COO Graham Hill previously constructed the Mangazeisky 
underground silver mine for Silver Bear Resources (TSX: SBR), and financial experience, CFO Geoff 
Eyre was recently CFO of Avesoro Resources (LSE: ASO). 

 
Paul Cronin –  Managing Director and CEO 

Mr Cronin is a co-founder and Director of Adriatic Metals and is Managing Director of ASX listed 
Black Dragon Gold Corp, in addition to being a Director of TSX listed Global Atomic Corporation.  

Mr Cronin has over 20 years of experience in corporate finance, investment banking, funds 
management, and commodity trading, with a strong European mining focus. 

Peter Bilbe – Non-Executive Chairman 

Mr Bilbe is a mining engineer with 40 years Australian and international mining experience in gold, 
base metals and iron ore at the operational, CEO and board levels. 

Mr Bilbe is currently Non-executive Chairman of Independence Group NL and since 2009 has 
overseen the growth from a single mine to a $3bn diversified gold and base metals mining 
company. Mr Bilbe is also Non-executive Chairman of Horizon Minerals Ltd, an emerging gold 
developer. 

Julian Barnes – Non-Executive Director 

Mr Barnes is a geologist with extensive experience in major exploration and development projects. 
Previously, he was Executive Vice President Dundee Precious Metals with a strong focus on Balkan 
mining & development.  

Mr Barnes founded and led Resource Service Group for nearly two decades, which ultimately 
became RSG Global and has since been sold to Coffey Mining. 

Michael Rawlinson – Non-Executive Director 

Mr Rawlinson was the Global Co-Head of Mining and Metals at Barclays investment bank between 
2013 and 2017 having joined from the boutique investment bank, Liberum Capital, a business he 
helped found in 2007.  

He is currently a Senior Independent Non-Executive Director at Hochschild Mining and 
Independent Non-Executive Director at Capital Drilling. 

Miloš Bošnjakovic – Executive Director 

Mr Bošnjakovic a dual national of Australia and Bosnia Herzegovina and was the co-founder of 
ASX-listed Balamara Resources Limited.  

He has significant experience in mineral projects in the region and is a qualified lawyer with 
extensive experience in the Former Yugoslav Republics, Australia and New Zealand. 

Sandra Bates – Non-Executive Director 

Ms Bates is a commercial and strategic international lawyer with over 20 years’ experience advising 
management teams and boards of both listed and private companies in the UK and internationally. 
She is a risk assessment specialist and brings extensive experience of guiding clients in the natural 
resources sector through complex negotiations often with a cross-cultural element. Ms Bates is 
currently a Partner at Fladgate LLP, the London based law firm and is also a member of Women 
in Mining UK. In accordance with the UK Corporate Governance Code, the board has determined 
that Ms Bates will be treated as an independent Non-Executive Director. 

John Richards – Non-Executive Director 

Mr Richards is an internationally experienced mining executive with an extensive track record in 
the initiation and execution of growth strategies and transactions. He currently serves as a Non-
Executive Director of ASX listed Saracen Mineral Holdings Ltd and Sheffield Resources Ltd. 
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Graham Hill – Chief Operating Officer 

Mr Hill is an experienced engineer and was previously CEO of Silver Bear Resources where he took 
the company from exploration through to production, overseeing the development of a remote 
mining operation in North-Eastern Russia. 

Mr Hill has successfully overseen the evaluation and development phases for multiple mining 
operations in Africa and Central Asia during his 35 year career, which commenced in Anglo 
American, and where he later was accepted into the company’s renowned management 
development program. 

Gabriel Chiappini – Joint Company Secretary 

Mr. Chiappini is an experienced ASX director and has been active in the capital markets for 17 
years. He has assisted in raising A$450 million and has provided investment and divestment 
guidance to a number of companies and has been involved with 10 ASX IPO’s in the last 12 years. 
He is a member of the AICD and CA ANZ. Mr. Chiappini is a director of Black Rock Mining and 
Eneabba Gas Limited. 

Adnan Teletovic – Project and Study Manager 

Mr Teletovic is a dual Bosnian-Australian national with extensive experience in the mining industry 
having previously held senior positions at Kalgoorlie Consolidated Mines, BHP Billiton and the 
Prevent Group, one of Bosnia’s largest diversified industrial corporations. 

Geoff Eyre – Chief Finance Officer 

Mr Eyre is an experienced finance professional with more than 15 years of experience holding 
senior positions with companies in the mining industry including producing assets, exploration and 
development stage companies and private equity investment funds. 

Most recently as CFO of Avesoro Resources Inc., Mr Eyre was intrinsically involved in the 
turnaround in performance of the New Liberty gold mine in Liberia, its acquisition of the Youga 
gold mine in Burkina Faso and the company’s subsequent acquisition by its largest shareholder. 

Mr Eyre was the CEO of Amlib Holdings Plc, an exploration and development company with assets 
in Liberia, prior to its acquisition by MNG Gold in 2014 and oversaw the financial aspects of the 
company’s post acquisition mine build. He was also the Group Financial Controller of Ferrexpo Plc, 
the Ukrainian iron ore producer, during its IPO on the London Stock Exchange. Mr Eyre is a 
Chartered Accountant, member of the ICAEW and holds a first-class BEng degree in Electrical 
Engineering from the University of Warwick 

Phil Fox – Chief Geologist 

Mr Fox is a geologist with 24 years’ experience, in mineral exploration, project generation and 
management. He has global, multi-commodity geological experience, including assignments on 
various projects in Australia, Eastern Europe, and South America. 
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Copyright and Risk Warnings 

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

Adriatic is a corporate client of Tamesis Partners LLP (“Tamesis”). Tamesis may receive 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 Adriatic and reserve the right to 

acquire, hold or dispose of such positions in the future and without prior notification to Adriatic, 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 Adriatic, 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 
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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 

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, who is 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. © 2020 

 

 

 


