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Construction at Ormonde Mining's Barruecopardo
project is continuing on time and on budget

Price:

3.65p

Market Cap:

Shares in Ormonde Mining plc (LON:ORM) are trading at more than double the
price they were at a year ago. The reason is simple: a growing appreciation for
the company's key asset, a 30% stake in the Barruecopardo tungsten project in
Spain.

£17.25M

1 Year Share Price Graph

Ormonde and 70% partners Oaktree Capital have been pushing ahead with
construction at Barruecopardo following a strengthening in tungsten prices last
year.
READ: Ormonde Mining says Barruecopardo project commissioning scheduled
to commence third quarter 2018
Operations are directed by the mine subsidiary's board, comprised of
representatives of Ormonde and Oaktree Capital, with day to day operations
being managed by Ormonde's former managing director Steve Nicol, who
relinquished his board position in the summer of 2017 to dedicate his 100%
focus on project delivery.
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The rationality of this doesn't take much digging into. One way or another
Ormonde has been on the ground in Spain for nearly two decades, and Steve
Nicol himself has lived there for many years.

Sector:

What's more, the man who was hired to boost the Ormonde management after
Nicol's sideways move, Fraser Gardiner, used to run Ormonde's exploration
operations in Spain before he was tempted away to join Citadel in Saudi
Arabia.

Ormonde Mining plc is a mineral resource
company currently developing a world-class
tungsten mining project and holding other
mineral interests in Spain. Ormonde's
primary activity is through its 30% interest in
the Barruecopardo Tungsten Project, which
is currently in the advanced stages of mine
construction.

Back in Europe now, Gardiner is picking up where he left off at Ormonde, or at
least up to a point. Construction work Barruecopardo will be left in the capable
hands of Nicol.
But the corporate level-work is now the province of Gardiner and chief financial
officer Paul Carroll, while Nicol's managerial positions and the old exploration
portfolio that Gardiner was so familiar with revert to his control.
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Still, Barruecopardo is likely to grab all the limelight for the foreseeable future,
given that commissioning is planned for the third quarter of this year. With
production costs slated at just US$119 per metric tonne unit, against the
current European price of over US$350, that limelight is likely to be well
deserved as margins will be exceptional.
READ: Ormonde Mining makes good progress with Barruecopardo
construction as tungsten prices climb
The costs of getting Barruecopardo into production aren't extortionate either, with a Capex of just over €50 mln. So all
told, this looks like being an asset that should well reward its investors, albeit that Oaktree now holds the majority.
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There's still work to be done before those rewards start coming in, though.
"We are proceeding full steam ahead," says Carroll. "The construction of the plant is on schedule."
Gardiner concurs. "We'll be commissioning before the end of the third quarter, with production expected around the end
of the year."
And what will happen after that?
Of course, Oaktree will play a key role in deciding, but Ormonde's position has recently been neatly outlined in research
conducted by the Irish broker Davy.
Ormonde as an investment, argues Davy, seriously dials up with an extra US$100 on the tungsten price. And that extra
US$100 is not far off doubling the value of Ormonde either.
Davy starts by discounting project cash flows at a baseline price of US$250 per metric tonne unit to the start of 2018,
leading it to estimate that Ormonde is worth US$32.5 mln or 5.3p per share.
But then it gets interesting. Using a price of US$300 per mtu, which is still significantly below current trades, Davy
calculates the net present value at 8.7p per share, more than double the price Ormonde has been trading at recently.
In turn this leads to the comparison that at US$250 per mtu the average gross annual cash flow over the life of the mine
is US$21.7 mln, rising to US$34 mln at US$300 per mtu. This indicates that Ormonde is trading on an EV/EBITDA
multiple of five times at a price of US$250 per mtu and 3.2 times at US$300 per mtu.
And remember, it's a small market.
"Outside of China we're a decent-sized player," says Carroll - once up and running, Barruecopardo will be well and truly
on the tungsten industry map. With funds, such as those managed by Oaktree, generally having an average investment
horizon of 5-7 years, it seems likely Oaktree will seek an exit at some point.
Precisely how Ormonde will be involved in any such deal will be settled down the line. But along the way, Ormonde
should have received significant dividend payouts from Barruecopardo, as well as its agreed annual management fee.
There's also the likelihood that the production parameters originally outlined for Barruecopardo will have been
surpassed, as new resources and reserves are brought in and the production rate increases as the project starts
working extra days.
It all goes towards providing a solid floor to the Ormonde share price, and a solid foundation for Gardiner to work off, if it
comes to cutting any deals on the other assets.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
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No investment advice
The information on this Site is of a general nature only. It does not take your specific needs or circumstances into consideration, so you should look at your
own financial position, objectives and requirements and seek financial advice before making any financial decisions. You acknowledge and understand that
neither the Company, its related bodies corporate, the information providers or their affiliates will advise you personally about the nature, potential value or
suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter. You should read our FSG and any other relevant
disclosure documents and if necessary seek persona advice prior to making any investment decision.
You understand and agree that no Content (as defined below) published on the Site constitutes a recommendation that any particular security, portfolio of
securities, transaction, or investment strategy is suitable or advisable for any specific person.
You understand that in certain circumstances the Company, its related bodies corporate, the information providers or their affiliates may have received, or be
entitled to receive, financial or other consideration in connection with promoting, and providing information about, certain entities on the Site and in
communications otherwise provided to you.
You understand that price and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither
such data nor such calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be
complete or accurate. From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references
may be selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously
published information and data may not be current and should not be relied upon.
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