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EMED Mining 

EMED Mining moves to Primera Liga in Spain 

Event 
EMED Mining has acquired an option over a 100% interest in the Rio Tinto operations, 
Proyecto Rio Tinto (PRT), in the Sierra de Aracena, southwest Spain (Exhibit 1). The 
option is based on EMED Mining paying €75mn (£50mn) over several stages, 
dependent on certain conditions being met. Production is targeted from as early as 
2Q08; an initial rate of 27,000tpa copper-in-concentrate could generate annual EBITDA 
of over US$70mn (£35mn) at a copper price of US$5,500/t. An expansion to 40,000tpa 
copper production within two years is proposed. 
 
Implication 
Successfully restored to production, this project will transform the EMED Mining asset 
base with a quantum leap in size and profit potential. PRT has a relatively low capital 
cost given the resource size and production capability. Even prior to production 
expansion, the discounted cash flow value of this operation is over £100mn once in 
production, with further leverage offered by the potential of continued strong copper 
prices and an expansion in mill throughput. 
 
Added to the exciting virgin gold discovery in Slovakia, which led to a 10% equity 
interest in EMED Mining from Gold Fields, the Company’s grass roots gold portfolio in 
Georgia, and copper/zinc projects in Cyprus, PRT has the potential to position EMED 
Mining as one of Europe’s leading mining and exploration companies. EMED Mining is 
now in a unique position to achieve re-permitting and production targets on a 
significant copper resource, based, in part, on their commitment to sustainable 
development, community and government participation, and environmental 
responsibility. 
 
Rio Tinto Mine 
The Rio Tinto project area has a long mining history. The most recent operations closed 
in 2000 due to the weak copper price prevailing at the time (approx. US$1,800/t against 
current levels of approx. US$7,500/t). There is a compelling legacy of a JORC copper 
resource and reserve of 1.2Mt and 0.34Mt contained metal, respectively, together with 
a 10Mtpa capacity treatment plant, which in the past delivered concentrates to a 
smelter near the local port of Huelva. 
 
Exhibit 1: Location map of the PRT project in southern Spain. 

 
 

 

 

 

 

 

Company Statistics 

Share Price (p)  13.0

Shares Outstanding (mn)  126.00

Warrants and Options 26.70

Fully Diluted Shares (mn)  152.70

Market Capitalisation (£ mn)  16.38

Average Daily Turnover (£ '000)  24.60

Net Debt/(Cash) (£ mn) (6.00)

Enterprise Value (£ mn)  10.38

52-week High (p)  13.00

52-week Low (p)  7.75

Website http://www.emed-mining.com
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Company Summary 

EMED Mining is a copper-gold focused 
explorer and miner targeting the historic 
mining centres of Europe and Eurasia, with 
exploration assets in Georgia, development 
projects in Cyprus and Spain, and a virgin gold 
discovery in Slovakia. 
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Regional Background: The Rio Tinto operations (Exhibit 2), accessible via a modern highway 
80km west of Seville, are located in the Iberian pyrite field, one of the world’s great 
mineralised belts. This zone hosts several current projects, including Neves Corvo, a 
90,000tpa copper mine in Portugal, acquired from an RTZ/Government consortium in June 
2005 by EuroZinc (recently merged with Lundin Mining); Las Cruces, a US$500mn, 60,000tpa 
copper project, 8km west of Seville, in which Inmet has acquired a 70% stake; Aguablanca, a 
8,000tpa nickel/ 6,000tpa copper mine, 100km north of Seville, owned by Rio Narcea, which is 
also to be acquired by Lundin. 
 
Exhibit 2: Cerro Colorado pit looking west. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Source: FDC 

Geology: The deposit is hosted within the Iberian Pyrite Belt (Exhibit 1) in a volcanic-
sedimentary sequence. This is one of the largest sulphide provinces in the world, hosting 
eight giant (>100Mt) deposits, Rio Tinto has the largest ore tonnage historically.  
 
Ore zones form as both low grade (c. 0.15% copper) stockworks, and lenses of higher grade 
(0.9% copper) massive sulphides. The Rio Tinto ore bodies are located in one major 
sedimentary unit, which has been folded into an anticline in the proximal mine area, and was 
the locus of a massive hydrothermal system. Historic mining targeted the hinge zone of the 
anticline (Cerro Colorado), as well as on both limbs of the anticline (North Lode and South 
Lode). The main remaining resource will be accessed initially from the Salomon pit, and then 
Cerro Colorado pits, where mining will resume after dewatering. There is exploration 
potential to the east and at depth. 
 
The JORC compliant independently verified resources of 209Mt@0.57% copper (1.2Mt 
copper), with a reserve of 53Mt@0.65% copper (0.34Mt copper). 
 
Project History: The Red River, or Rio Tinto, area has been mined since the bronze age. The 
Rio Tinto company developed pyrite and copper mining operations from 1873 until 1954, 
when it became a minority shareholder. This interest was subsequently passed to Freeport, 
with the majority owned by Campania Espanola de Minas de Rio Tinto (MRT).  
 
In 1995, MRT, a company owned by former management and unions operated the mine with 
peak throughput of 9Mtpa in 1998, prior to closure in 2000. 
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The mining rights and properties were acquired by a Spanish group. The primary crushing 
and front-end plant feed systems were restored in anticipation of a re-start, but the group 
failed to renew permits as it was not deemed to be a mining company. The operations have 
been on care and maintenance since, limited by self-generated power sources, with focus on 
tailings dams, water discharge management and protecting the recent capital works from 
corrosion.  
 
Deal Structure and Timing  
EMED Mining has acquired an option over the project, and has undertaken initial technical, 
legal and commercial due-diligence. The key stages of the project are outlined below. 
 
April 2007: 

 EMED Mining committed to care and maintenance payments, which in addition to 
other planning and diligence prior to restart, equate to an estimated £2.5mn 
commitment up to 2Q08 

May – 4Q07: 
 Before exercising an option over the first 51% of the project, EMED Mining has 

indicated it must be satisfied that the following conditions have been met: 
- Support from the local community 
- Approval from the relevant statutory authorities for performance bonds to 

support local workers in event of future closures 
- Agreement with a landholder 
- Vendor (PRT) liabilities and third party commitments settled 
- Environmental considerations addressed 
- Approval from regional government, the Junta de Andalucía 

4Q07: 
 Exercise the option of the first 51% of the project for an estimated €27mn (£18mn), 

with funds to be used for initiation of a capital expenditure programme to restart 
the mine, and to satisfy vendors liabilities. While the cost of vendor liabilities are not 
fully quantified, it does not affect the total price for the project, as total payments 
are capped at €75mn (£50mn) 

2008-2011 (or earlier): 
 Exercise an option over the remaining 49% over four years for €48mn (£32mn), or 

adjusted as per first payment for total €75mn (£50mn) 
 Potentially expand production from an estimated 4.8Mtpa to around 7.5Mtpa  

 
Schedule: EMED Mining has appointed consultants AMC, Golders and GMB to assist with 
the validation of resources, refurbishment of the mill and the mine planning. Restoration of 
grid power supply will be required to fully test large plant items and assess refurbishment 
requirements. 
 
The initial production rate target is 4.8Mtpa (27,000tpa) copper in concentrate which should 
be achieved at relatively low cost as it is less than half the designed mill capacity. 
 
Production, drill and blast and grade control will be carried out by EMED Mining, while 
moving ore and waste will be contracted out. Concentrates can be delivered to the smelter 
near the port at Huelva. It is important to note that some significant mining projects have 
recently been permitted in the region, demonstrating a positive attitude to mining projects. 
EMED Mining will commit to the improvement of the existing environmental condition of the 
site and end-of-life mine closure in accordance with the highest industry standards. 
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Risks: Whilst the potential acquisition of PRT offers scope for a quantum move into a higher 
league, there are risks inherent to the project, but these are minimised by the staged 
approach to the acquisition: 

 EMED Mining will not incur costs beyond around £2.5m (being the administrative 
costs and six months care and maintenance commitments), until it has the full 
support of the Andalucian authorities.  

 The detailed costs and scheduling of Stage 1 will not be confirmed until the vendor’s 
commitments have been fully assessed and the grid power is restored to the plant.  

 Treatment efficiencies and costs need to be quantified, but historically operations 
have achieved 83% recovery to concentrate and silver credits could offset smelter 
penalties.  

 The potential acquisition costs split may be varied, but the totals are capped.  
 
Upside: The above risks should be evaluated against the upside potential, which is very high 
for PRT. To date, due diligence by EMED Mining shows it is feasible to restart copper 
production in 2Q08, with operating costs at around US$2,900/t. Thus the profit leverage to 
the probable higher copper prices is exceptional. Once in production, and based on the 
current forward copper curve and even without an expansion, the value of the project on a 
discounted cash flow basis is well above £100mn. 
 
On top of this base case, there is significant upside available from optimising mining 
processing using modern technologies, rigorous near-mine exploration to identify and 
delineate new resource, and expansion of processing facilities to over 7Mtpa. 
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Julian Emery – Senior Mining Analyst  
 
Julian has a wealth of experience of the natural resources sector globally and of the AIM. 
Trained as a mining engineer, Julian developed his extensive career in the analysis and 
research of mining companies with Selection Trust, Societe Generale, T.C.Coombs, Joseph 
Sebag, DWA and VSA Resources. He is a Fellow of the Securities Institute, an Associate of the 
Society of Investment Professionals and a past president of the Association of Mining 
Analysts. 
 
Contact details: 
 
T +44 (0)20 7936 5243 
F +44 (0)20 7936 5201 
E julian.emery@fox-davies.com 
 
 
Brock Salier – Mining Analyst  
 
Brock has over 8 years of international commercial and academic work experience as both a 
geologist and management consultant. Following a period of practical experience in the 
mining industry, Brock completed a geology PhD with distinction at the University of Western 
Australia, focused on gold mineralisation systems. His previous experience includes periods 
with Rio Tinto, Placer Dome and Great Central Mines covering diamond, nickel, uranium and 
gold projects. Most recently, Brock was a strategy and business consultant in London with 
Accenture and Credo Group. 
 
Contact details: 
 
T +44 (0)20 7936 5242 
F +44 (0)20 7936 5201 
E brock.salier@fox-davies.com 
 
 
Investment analyst certification 
 
All research is issued under the regulatory oversight of Fox-Davies CAPITAL Limited. Each 
Investment Analyst of Fox-Davies CAPITAL Limited whose name appears as the Author of this 
Investment Research hereby certifies that the recommendations and opinions expressed in 
the Investment Research accurately reflect the Investment Analyst’s personal, independent  
and objective views about any and all of the Designated Investments or Relevant Issuers 
discussed herein that are within such Investment Analyst’s coverage universe. 
 
Fox-Davies CAPITAL Limited provides professional independent research services and all 
Analysts are free to determine which assignments they accept, and they are free to decline to 
publish any research notes if their views change. 
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Research disclosure as of May 11, 2007 
 
Company: EMED Mining 
Disclosure: 1, 2, 8, 9 
 
Investment Research Disclosure Legend: 
 
1. In the past 12 months, Fox-Davies Capital Limited or its affiliates have had corporate 

finance mandates or managed or co-managed a public offering of the Relevant Issuer’s 
securities or received compensation for Corporate Finance services from the Relevant 
Issuer. 

 
2.  Fox-Davies Capital Limited expects to receive or intends to seek compensation for 

Corporate Finance services from this company in the next six months. 
 
3. The Investment Analyst or a member of the Investment Analyst’s household has a long 

position in the shares or derivatives of the Relevant Issuer. 
 
4. The Investment Analyst or a member of the Investment Analyst’s household has a short 

position in the shares or derivatives of the Relevant Issuer. 
 
5. As of the month end immediately proceeding the date of publication of this report, or the 

prior month end if publication is within 10 days following a month end, Fox-Davies Capital 
Limited and / or its affiliates beneficially owed 1% or more of any class of common equity 
securities of the Relevant Issuer. 

 
6. A senior executive or director of Fox-Davies Capital Limited, or a member of his or her 

household is an officer, director or advisor, board member of the Relevant Issuer and / or 
one of his subsidiaries. 

 
7. Fox-Davies Capital Limited makes a market in the securities of the Relevant Issuer. 
 
8. Fox-Davies Capital Limited acts as corporate broker for the Relevant Issuer. 
 
9. Fox-Davies Capital Limited acts as an investment advisor to the Investment Manager of an 

Investment Fund that may have an interest in the securities of the Relevant Issuer. 
 
The Investment Analyst who is responsible for the preparation of this Investment Research is 
employed by Fox-Davies Capital Limited, a securities broker-dealer. 
 
The Investment Analyst who is responsible for the preparation of this Investment Research has 
received (or will receive) compensation linked to the general profits of Fox-Davies Capital 
Limited. 
 
Fox-Davies Capital Limited or its affiliates expect to receive or intend to seek compensation 
for Corporate Finance services from the subject company in the next six months. 
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Disclaimer 

This document should not be relied upon as being an impartial or objective assessment of the subject matter and is not deemed to be “objective 
research” for the purposes of the FSA rules. The individuals who prepared this document may be involved in providing other financial services to the 
company or companies referenced in this document or to other companies who might be said to be competitors of the company or companies referenced 
in this document. As a result both Fox-Davies Capital Limited and the individual employees who prepared this document may have responsibilities that 
conflict with the interests of the persons who receive this document and you should therefore not rely on this document as being an independent, impartial 
or objective view of the value or prospects of the companies and/or investments referred to herein. 
 
This document has been issued by Fox-Davies Capital Limited for information purposes only and should not be construed in any circumstances as an offer 
to sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or the fact of its distribution, form the basis of, or be relied 
upon in connection with, any contract relating to such action. This document has no regard for the specific investment objectives, financial situation or 
needs of any specific entity. Fox-Davies Capital Limited and/or connected persons may, from time to time, have positions in, make a market in and/or 
effect transactions in any investment or related investment mentioned herein and may provide financial services to the issuers of such investments. The 
information contained herein is based on materials and sources that we believe to be reliable, however, Fox-Davies Capital Limited makes no 
representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the information contained herein. Opinions 
expressed are our current opinions as of the date appearing on this material only. Any opinions expressed are subject to change without notice and Fox-
Davies Capital Limited is under no obligation to update the information contained herein. None of Fox-Davies Capital Limited, its affiliates or employees 
shall have any liability whatsoever for any indirect or consequential loss or damage arising from any use of this document. 
 
This document has been issued and approved for distribution within the United Kingdom by Fox-Davies Capital Limited to investment professionals and 
financial institutions.  
 
Investments in general involve some degree of risk, including the risk of capital loss. The services, securities and investments discussed in this document 
may not be available to nor suitable for all investors. Investors should make their own investment decisions based upon their own financial objectives and 
financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not necessarily a guide to future performance 
and an investor may not get back the amount originally invested. Where investment is made in currencies other than the investor’s base currency, 
movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change. When we 
comment on AIM or OFEX shares you should be aware that because the rules for those markets are less demanding that the Official List of London Stock 
Exchange plc the risks are higher. Furthermore, the marketability of these shares is often restricted. 
 
Fox-Davies Capital Limited and/or its associated companies may from time-to-time provide investment advice or other services to, or solicit such business 
from, any of the companies referred to in this document. Accordingly, information may be available to Fox-Davies Limited that is not reflected in this 
material and Fox-Davies Capital Limited may have acted upon or used the information prior to or immediately following its publication. In addition, Fox-
Davies Capital Limited, the directors and employees thereof and/or any connected persons may have an interest in the securities, warrants, futures, 
options, derivatives or other financial instrument of any of the companies referred to in this document and may from time-to-time add or dispose of such 
interests. Neither the whole nor any part of this material may be duplicated in any form or by any means. Neither should any of this material be 
redistributed or disclosed to anyone without the prior consent of Fox-Davies Capital Limited. Fox-Davies Capital Limited is authorised and regulated by the 
Financial Services Authority and is a member of the London Stock Exchange. 
 
Fox-Davies CAPITAL Limited 
Whitefriars House, 
6 Carmelite Street, 
London EC4Y 0BS 
 
T +44 (0) 20 7936 5200 
F +44 (0) 20 7936 5201 
 
www.fox-davies.com 
 


