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Details of Offer 

Last week MOD Resources, which listed on the LSE in November 2018, put out a joint announcement with Sandfire Resources 
whereby Sandfire is to acquire a 100% of MOD Resources by way of a Scheme of Arrangement (which requires 75% of the MOD 
votes cast on the resolution and 50% in number of the shareholders voting on the resolution recorded at a Scheme of Arrangement 
due early October). Key points: 

• Scrip and cash offer: The offer is in the form of scrip (0.0664 Sandfire share per MOD share) and cash with a cap (A$41.6 

million or up to 25% of the offer), valuing MOD Resources at A$0.45/sh or A$167 million.  

 

• 45% premium: The was equivalent to a premium of 45% to the closing MOD share price the day before and 20 day VWAP. 

Sandfire has also agreed to extend its dividend record date to allow MOD shareholders to participate (the company’s final 

dividend last year was A$0.19/share).  

 

• The MOD Board has unanimously recommended the offer and confirmed their intention to vote their 7.02% share ownership. 

Metal Tiger has agreed to vote in favour of the Scheme in respect of approximately 10.48% of MOD shares currently held 

and MOD shares that it will hold after the exercise of options prior to the Scheme meeting to a maximum of 19.9% of MOD 

shares (Metal Tiger’s total stake pre the meeting should be c.24%). As part of this there is a 100% consolidation of MOD’s 

tenement package across the Kalahari copper belt with MOD to also acquire Metal Tiger’s 30% indirect interest in several 

exploration licenses. Together these two stakes deliver 26.92% of the outstanding shares in favour of the offer – as 

aforementioned it requires 75% by value and a simple majority by number.  

 

• Condition light: The Scheme will be subject to approval by MOD shareholders, regulator and court approval and The 

Independent Expert concluding that the Scheme is in the best interests of MOD shareholders and other conditions customary 

for a transaction of this nature. 

 

• Timetable: the timetable is, as expected, indicative at the moment with the First Court Hearing to file the documentation in 

late August with the Scheme meeting in early October. The targeted implementation date is end of October.  

Our View 

This should not have come as a huge surprise to the shareholders of MOD following the announcement on January 21 this year that 

Sandfire was in discussion with MOD concerning a potential combination of the two companies based around a valuation for MOD of 

A$0.38/share. The MOD share price in London moved up 23% during the rest of the week and is now trading at 22.5p or A$0.407. 

The Australian listed shares are trading at A$0.43. Meanwhile Sandfire is now down 2% from the announcement (and a touch above 

the 5 day VWAP used to derive the offer price) having initially fallen 10% and there is a see-through price of A$0.458/share. All in 

all, this suggests to us the market is treating it as a done deal which we would suggest is right: 

• At first glance, the valuation of A$167 million appears light given its 57% of MOD’s A$307 million valuation for the flagship T3 

project and therefore delivers very little for the rest of the 11700km2 license area, containing numerous significant copper 

drillhole intersections outside the T3 project. We would expect a company to trade on a valuation of 0.7x P/NPV for a project 

with a completed BFS and that is before a takeover. But there are uncertainties still over this project not least of which is that it 

is still to receive a mining license and also the Botswana Govt has the right to acquire up to a 15% contributing interest in the 

mine “at cost”. Moreover, we are nearly two years from first production.  

 

• Crucially MOD had yet to finance the US$182 million project which would likely have included the issuance of equity – we had 

assumed it would raise US$88 million in our initiation note, so one could argue the multiple being paid is at a much higher ratio 

to the funded NPV.  

 

• Moreover, we don’t cover Sandfire but can’t help notice that it is quickly developing into what appears to be a geographically 

well diversified, mid-tier copper producer, with 1.7Mt of contained copper in resources and trading on an EV/EBITDA for FY2020 

of 2.15x (according to Bloomberg). We understand that historically much of the group’s cashflow has come from the De Grussa 

mine which now has a limited mine life but there is rich pipeline of projects alongside the company’s other producing assets.  

This seems an uniquely attractive investment case given it has a market cap. of A$1.1 billion and A$179 million of net cash on 
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the balance sheet. The management team have built 8 copper mines in various part of the world and have plenty of African 

experience. 

Bodes well for junior copper sector 

We don’t see any synergies in the transaction worth noting. As such we think it reflects well on the attractiveness of junior copper 

companies globally. We have described why MOD and African sediment hosted copper deposits should catch the eye of potential 

industry consolidators – relatively low capital intensity, good grades and therefore low opex, plus high frequency of occurrence in 

well - defined geological settings. However, to our mind, this applies worldwide for any copper mine developer with the same 

features. In the Tamesis coverage list we would highlight Coro Mining as a case in point.   
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Copyright and Risk Warnings 

MOD Resource (the “Company”) is a corporate client of Tamesis Partners LLP. 

Tamesis Partners LLP (“Tamesis”) has received remuneration for providing investment banking services and other services to the Company in the 
past twelve months and may continue to do so.    

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 the Company and reserve the 

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

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 
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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 

 


