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$0.160

Coking Coal explorer and developer 

Craig Parry (Managing Director)

Amaam Coking Coal project on Russia's far east coast 

is well placed to supply the seaborne coking coal 

market into Asia

Antony Manini (Non-Exec Chairman)

A$84.0m

A$151.9m

A$144.0m

949.7m

 

TIGERS REALM COAL LIMITED (TIG) 

Russian Coking Coal to supply key Asian markets 
Tigers Realm Coal Limited is developing the Amaam Coal Project on Russia’s 

Far East coast.  The global resource is very large at ~420Mt with an ultimate 

production potential of ~10Mtpa.  However, development is likely to be staged 

in two parts – Amaam North and Amaam OP/UG.   Amaam OP/UG is a large 

scale, long life open pit and underground mine that requires new port and rail 

infrastructure.  Amaam North is a smaller open pit with lower capex that could 

use existing coal export facilities (up to 1Mtpa). 

Amaam North starter operation prudent in current market 

TIG is currently focussed on Amaam North Phase 1 to provide initial 

production.  The starter operation at Amaam North Project F aims for a 1Mtpa 

low strip ratio (5:1) open pit mine with an 11 year minelife and operating costs 

~$73/t (ex-shipping).  Initially production will be focussed on 4.4Mt (46%) of 

low ash seams which can be mined as a direct shipping product through the 

existing port at Beringovsky allowing a shorter timeframe to first production 

and lower capital upfront ($52m). Amaam North Phase 2 increases 

production to 3Mtpa but requires significant port capex. 

TIG recently proposed a raising of $62m to fund the Amaam North Bankable 

Feasibility Study (BFS), further drilling and early construction works.  With 

some minor additional project debt we see the pre-production capital 

requirement ($52m) for Amaam North Phase 1 as funded.  Assuming no 

further equity dilution, we value Amaam North 1Mtpa (NPV14) at ~$120m or 

13c per share.     

Larger “Amaam OP/UG” project is where all the upside exists  

The total Indicated and Inferred resource for Amaam OP/UG includes 302Mt 

amenable to Open Pit and 110Mt amenable to Underground mining. The PFS 

estimated pre-production capex of $1.3b for 6.5Mtpa coking coal production 

from Amaam OP/UG with 5Mtpa coming from Open Pit and 1.5Mtpa from 

Underground combined with a minimum 1Mtpa from Amaam North.  The 

study indicated a minimum 20 year mine life for Amaam OP/UG. 

Initiate coverage with a Speculative Buy recommendation 
We have taken an “all or nothing” approach to our model and assume full 

development of the projects.  We assume Amaam North to begin in late CY15.  

We assume the larger Amaam project begins construction in late CY17 and 

combined with Amaam North we expect production to reach 7Mtpa by CY20.  

We bring in the Amaam Underground mine in CY22 to increase production to 

~9Mtpa.   

Our unfunded NPV14 for the entire project is 69cps.  However, based on our 

commodity price assumptions (which are similar to consensus) the Company 

requires significant capital to fund the project pipeline development we 

assume.  We assume a total of $671m of additional equity (2.9b shares @ 

avg price $0.23) and debt of $752m. 

Note we use a high discount rate given the development risks.  If we used 

NPV8 and assumed no further equity dilution our valuation would increase to 

$1.53 per share.  Equally though, if the market attributes no value to 

production potential >1Mtpa, our valuation falls to 14c per share.  We are 

initiating coverage of TIG with a Speculative Buy recommendation and a price 

target of 22 cents per share. 

Hartleys Limited ABN 33 104 195 057 (AFSL 230052)             141 St Georges Terrace, Perth, Western Australia, 6000 

Hartleys does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the 

firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single 

factor in making their investment decision. Further information concerning Hartleys’ regulatory disclosures can be found on Hartleys 

website www.hartleys.com.au 
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SUMMARY MODEL 
Tigers Realm Coal Share Price

TIG $0.160

Key Market Information Directors

Share Price $0.160 Antony Manini (Non-Exec Chairman) Level 7, 333 Colins St

Market Capitalisation - ordinary A$144m Craig Parry (Managing Director) Melbourne, VIC 3000

Net Debt (cash) -$60m Owen Hegarty (Non-Exec Director) +61 3 8644 1326

Market Capitalisation - fully diluted A$152m Brian Jamieson (Non-Exec Director) +61 3 8644 1322

EV A$85m Craig Wiggill (Non-Exec Director)

Issued Capital 900.1m Bruce Gray (Non-Exec Director) www.tigersrealmcoal.com

Options 49.5

Issued Capital (fully diluted inc. all options) 949.7m

Issued Capital (fully diluted inc. all options and new capital) 3896.6m

Top Shareholders m shares %

Valuation $0.25 1 BV Mining Holdings Ltd 219.3m 24.4%

12month price target $0.22 2 Tigers Realm Minerals Pty Ltd 119.9m 13.3%

3 Bruce Nathaniel Gray 116.7m 13.0%

P&L Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18 4 Russian Direct Investment Fund 99m 11.0%

Net Revenue A$m 0.0 0.0 0.0 52.6 95.2 240.4 5

Total Costs A$m -22.9 -5.1 -11.6 -35.8 -75.4 -203.7 6 Reserves & Resources Mt

EBITDA A$m -22.9 -5.1 -11.6 16.8 19.7 36.7 7 Inferred 349.0

 - margin - - - 32% 21% 15% 8 Indicated & Measured 62.5

Depreciation/Amort A$m 0.3 0.3 0.4 0.4 9.2 9.2 9

EBIT A$m -22.6 -4.8 -11.3 17.1 28.9 45.9 Production Summary Unit Dec 13 Dec 14 Dec 15 Dec 16 Dec 17 Dec 18

Net Interest A$m 0.0 0.0 0.0 0.0 -40.2 -67.8 10 Amaam Open Pit Mt 0.00 0.00 0.00 0.00 0.00 2.00

Pre-Tax Profit A$m -22.6 -4.8 -11.3 17.1 -11.3 -21.9 Amaam Nth Mt 0.00 0.00 0.00 0.40 1.00 1.50

Tax Expense A$m 1.3 0.0 0.0 0.0 2.3 4.4 Amaam Underground Mt 0.00 0.00 0.00 0.00 0.00 0.00

Normalised NPAT A$m -21.3 -4.8 -11.3 17.1 -9.0 -17.5 ROM Production Mt 0.00 0.00 0.00 0.40 1.00 3.50

Abnormal Items A$m 0.0 0.0 0.0 0.0 0.0 0.0 Strip Ratio x 0.0 0.0 0.0 5.0 5.0 9.3

Reported Profit A$m -21.3 -4.8 -11.3 17.1 -9.0 -17.5 Yield % 0.0% 0.0% 100.0% 100.0% 72.0% 58.9%

Minority A$m 0.0 0.0 0.0 0.0 0.0 0.0 Coking Coal Production Mt 0.00 0.00 0.00 0.40 0.72 2.06

Profit Attrib A$m -21.3 -4.8 -11.3 17.1 -9.0 -17.5 Resource Conversion (Amaam North) % - - 217% 220% 225% 234%

Mine Life (Amaam Open Pit) yr 20.0 20.0 20.0 20.0 19.3 18.3

Balance Sheet Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18 Mine Life (Amaam North) yr 20.0       20.0        19.3      18.3      17.3      16.3       

Cash A$m 3.7 73.2 458.8 468.9 1372.5 184.3 Mine Life (Amaam Underground) yr 15.0       15.0        15.0      15.0      15.0      15.0       

Other Current Assets A$m 18.1 4.1 1.0 3.7 7.5 20.1

Total Current Assets A$m 21.8 77.3 459.8 472.6 1380.0 204.3 Costs Unit Dec 13 Dec 14 Dec 15 Dec 16 Dec 17 Dec 18

Property, Plant & Equip. A$m 6.4 6.7 7.0 7.4 366.5 1524.7 C1 Cash Cost (Amaam Open Pit) $A/t -        -          -        -        -        101.0     

Exploration A$m 18.6 18.6 24.6 30.6 36.6 47.1 C1 Cash Cost (Amaam Nth) $A/t -        -          -        51.8      71.5      71.1       

Investments/other A$m 108.7 108.7 108.7 108.7 108.7 108.7 C1 Cash Cost (Amaam Underground) $A/t -        -          -        -        -        -        

Tot Non-Curr. Assets A$m 133.7 134.0 140.3 146.6 511.8 1680.5 C1: Operating Cash Cost = (a) $A/t -        -          -        66.3      85.5      99.4       

Total Assets A$m 155.5 211.3 600.1 619.2 1891.8 1884.9  - plus shipping $A/t 80.3      99.5      113.4     

 (a) + Royalty = (b) $A/t -        -          -        76.5      95.9      108.6     

Short Term Borrowings A$m - - - - - - C2: (a) + depreciation & amortisation = (c) $A/t -        -          -        65.8      79.8      97.4       

Other A$m 2.5 1.0 1.6 3.5 6.8 17.4  (a) + actual cash for development = (d) $A/t -        -          -        66.3      85.8      99.7       

Total Curr. Liabilities A$m 2.5 1.0 1.6 3.5 6.8 17.4 C3: (c) + Royalty $A/t -        -          -        76.5      95.8      108.6     

Long Term Borrowings A$m - - 210.2 210.2 1129.2 1129.2   (d) + Royalty $A/t -        -          -        76.5      96.1      108.8     

Other A$m 34.3 34.3 34.3 34.3 34.3 34.3 Total Costs $A/t -        -          -        112.0    131.0    123.6     

Total Non-Curr. Liabil. A$m 34.3 34.3 244.5 244.5 1163.5 1163.5

Total Liabilities A$m 36.8 35.4 246.1 248.1 1170.3 1180.9 Price Assumptions Unit Dec 13 Dec 14 Dec 15 Dec 16 Dec 17 Dec 18

Net Assets A$m 118.7 175.9 354.0 371.1 721.5 704.0 AUDUSD A$/US$ 0.94 0.90 0.94 0.93 0.90 0.93

Net Debt A$m -3.7 -73.2 -248.6 -258.6 -243.3 944.9 Coal coking US$/t 170.4 171.5 177.0 179.6 175.0 153.0

Coal coking A$/t 180.3 190.6 188.6 193.0 194.4 164.6

Cashflow Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18

Operating Cashflow A$m -22.9 7.4 -8.0 16.1 19.2 34.7 Sensitivity Analysis

Income Tax Paid A$m 0.0 0.0 0.0 0.0 2.3 4.4 Valuation

Interest & Other A$m 0.0 0.0 0.0 0.0 -40.2 -67.8 Base Case 0.25

Operating Activities A$m -22.9 7.4 -8.0 16.1 -18.8 -28.7 Spot Prices 0.04 (-82.8%) 4.9 (-154.7%)

Spot USD/AUD 0.90, Coking Coal $140.0/t,

Property, Plant & Equip. A$m 0.0 0.0 0.0 0.0 -350.0 -1149.1 AUDUSD +/--10% 0.04 / 0.37 (-83.7% / 44.6%) 15.1 / 2.8 (-267.2% / -131.1%)

Exploration and Devel. A$m 0.0 0.0 -6.0 -6.0 -6.0 -10.5 Coal coking +/--10% 0.35 / -0.23 (40.3% / -191.1%) 1.6 / -39.5 (-117.5% / 337.1%)

Other A$m -2.4 0.0 0.0 0.0 0.0 0.0 Production +/--10% 0.35 / -0.04 (38.7% / -117.8%) 1.3 / -77.5 (-113.9% / 758.5%)

Investment Activities A$m -2.4 0.0 -6.0 -6.0 -356.0 -1159.6 Operating Costs +/--10% 0.23 / 0.27 (-7.3% / 7.0%) -12.9 / -5.1 (42.8% / -43.8%)

Borrowings A$m 0.0 0.0 210.2 0.0 919.0 0.0 Unpaid Capital

Equity or "tbc capital" A$m 20.7 62.0 189.3 0.0 359.4 0.0 Year Expires No. (m) $m Avg price % ord

Dividends Paid A$m 0.0 0.0 0.0 0.0 0.0 0.0 31-Dec-12 0.0 0.0 0.00 0%

Financing Activities A$m 20.7 62.0 399.6 0.0 1278.4 0.0 31-Dec-13 0.0 0.0 0.00 0%

31-Dec-14 0.0 0.0 0.00 0%

Net Cashflow A$m -4.6 69.4 385.6 10.1 903.6 -1188.2 31-Dec-15 25.4 3.1 0.12 3%

31-Dec-16 1.3 3.7 2.94 0%

Shares Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18 TOTAL 26.6 6.8 0.26 3%

Ordinary Shares - End m 524.5 900.3 1720.5 1720.5 3361.4 3361.4

Ordinary Shares - Weighted m 471.3 712.4 1310.4 1720.5 2540.9 3361.4 Valuation

Diluted Shares - Weighted m 492.1 712.4 1310.5 1720.5 2540.9 3361.4 80% Amaam Open Pit (pre-tax NAV at disc. rate of 14%) 0.11

80% Amaam North (pre-tax NAV at disc. rate of 14%) 0.10

Ratio Analysis Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18 80% Amaam UG (pre-tax NAV at disc. rate of 14%) 0.03

Cashflow Per Share A$ cps -4.9 1.0 -0.6 0.9 -0.7 -0.9 Other Assets/Exploration 0.01

Cashflow Multiple x -3.3 15.4 -26.1 17.1 -21.7 -18.8 Forwards 0.00

Earnings Per Share A$ cps -4.5 -0.7 -0.9 1.0 -0.4 -0.5 Corporate Overheads -0.01

Price to Earnings Ratio x -3.5 -23.8 -18.6 16.1 -45.0 -30.7 Net Cash (Debt) Mar 14e 0.02

Dividends Per Share AUD - - - - - - Tax (NPV future liability) -0.01

Dividend Yield % 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% Options & Other Equity 0.01

Net Debt / Net Debt + Equity % -3% -71% -236% -230% -51% 57% Total 0.25

Interest Cover X - - - - 0.7 0.7

Return on Equity % na na na 5% na na

Analyst: Scott Williamson

+61 8 9268 3045

"tbc capital" could be equity or debt.  Our valuation is risk-adjusted for how this may be obtained.

Sources: IRESS, Company Information, Hartleys Research

14 February 2014

Speculative Buy

Company Information

FY17 NPAT

-9.0

Last Updated:  14/02/2014
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COMPANY OVERVIEW 
Tigers Realm Coal Limited (“Tigers Realm”, “TIG”, “Company”) is an ASX-listed coking 

coal developer and explorer. The Company is currently focused on the development 

of the Amaam projects (80% TIG) on Russia’s Far East coast, well located to supply 

key Asian steel markets.  At a big picture level, there are actually two projects - Amaam 

OP/UG and Amaam North.    

Fig. 1: Amaam Coal Project Location 

 

Source: Tigers Realm Coal Limited 

Background  
TIG floated on the ASX in August 2011 as a coking coal play by Australian based 

resources investment company Tigers Realm Minerals (“TRM”).  TRM currently holds 

23% of TIG’s shareholding and also invests in Copper, Gold and Uranium 

development projects across South East Asia, Australia and the Americas.  TRM’s 

board and management bring many years of experience to the table with ex-Oxiana 

executives Owen Hegarty, Antony Manini and Craig Parry all on the boards of both 

entities. 

TIG initially owned both the Amaam OP/UG project and the Landazuri project in 

Columbia.  In January 2012 TIG announced the acquisition of the Amaam North 

project and in June 2012 announced its withdrawal from the Landazuri project in 

Columbia.  The economic potential of the Landazuri project was at the lower end of 

the Company’s expectations due to higher than anticipated strip ratios.   

TIG currently hold an 80% beneficial ownership of both the Amaam OP/UG and 

Amaam North projects.  TIG’s 20% partner in Amaam North is Siberian Tigers 

International Corporation and TIG’s Amaam OP/UG 20% partner is BS Chukchi 

Investments LLC.  After completion of BFS each joint venture partner is required to 

contribute to further project expenditure on a pro-rata basis.  Each partner is also 

entitled to receive a royalty of 3% of gross sales revenue from coal produced. 
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LOCATION AND GEOLOGY 
The Amaam Coal Project (“ACP”, “project”) is located ~230km south of the regional 

capital of Anadyr in the Chukotka Autonomous Okrug district of far eastern Russia.  

The main project, Amaam OP/UG lies 40km to the south of the existing coal operation 

of Nagornaya and its supporting town of Beringovsky. 

Fig. 2: Amaam Coking Coal Projects Location  

 

Source: Tigers Realm Coal Limited 

The project lies in the Bering Coal Basin which covers an area of approximately 

7,500km2 and extends from north of Beringovsky to the southern coast line.  The 

Amaam Nth and Amaam OP/UG deposits are located within separate structural blocks 

of the Bering basin with the primary coal host sequence being the Middle Chukchi 

formation of Palaeogene age. Both the Amaam Nth and Amaam OP/UG formations 

are synclinal in structure and moderate to flat dipping with longitudinal and cross 

cutting faults. 

The Amaam Nth Deposit F comprises 4 main shallow dipping seams over a 3.1km 

strike length with cumulative thicknesses between 2 and 11m.  Deposit F contains 

16.78Mt of low impurity coal averaging 9.3% ash and 0.34% sulphur.  The majority 

(63%) of Deposit F is of a quality prospective for direct shipping without requiring 

washing which bodes well for Amaam Nth as a low capex starter option. 
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Fig. 3: Amaam Nth Project F long section 

 

Source: Tigers Realm Coal Limited 

The Amaam OP/UG deposit is a multi-seam, moderate dipping deposit within a 

synclinal basin.  The 231km2 tenement is divided into four main areas by north-west 

trending faults with the majority of tonnes coming from areas 3 and 4.  Preliminary 

results of the Amaam OP/UG deposit indicate the raw coal is medium to high volatile 

coal with an average ash content of 30%.  The Amaam OP/UG deposit is located 30 

kilometres from a potential deep water port site on the Bering Sea coast which will 

allow access to the seaborne coal market. 

Fig. 4: Amaam Project Indicated & Inferred Resources  

 

Source: Tigers Realm Coal Limited 
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RESOURCE AND COAL QUALITY 

Amaam OP/UG Project (80%) 
Tigers Realm announced its current resource estimate for the Amaam OP/UG project 

in December 2012.  Consultant Resolve Pty Ltd estimated a total Indicated and 

Inferred Resource of 412Mt at Amaam OP/UG.  This resource estimate is primarily 

based on 29,611m of drilling since 2008.  The resource estimate also uses historic 

drilling, outcrop mapping, trenching, shafts and adits completed by Russian geological 

expeditions undertaken during the Soviet era.  The Soviet data is used to support 

TIG’s exploration program and validate the JORC compliant mineral resource 

estimate. The Amaam OP/UG coal quality is primarily classified as Premium Coking 

Coal with a small portion of the resource (~15%) classified as High-Vol Coking Coal. 

Fig. 5: Amaam OP/UG Project Total Resource Estimate 

Amaam Total Coal Resource  

Resource 
Category 

Open Pit (Mt) 
Underground 

(Mt) 
Total (Mt) 

Indicated 62 0.5 62.5 

Inferred 240 109 349 

Total 302 110 412 

Source: Tigers Realm Coal Limited 

Fig. 6: Amaam OP/UG Project Coal Quality 

Coal Quality 

 
Premium 

Coking Coal 
High-Vol 

Coking Coal 
Basis / Units 

Product Moisture 10% 10% As Received 

Inherent Moisture 0.7 1 % Air Dried 

Ash 10.0 10.0 % Air Dried 

Volatile Matter  28.6 34.2 % Air Dried 

Fixed Carbon  60.7 54.8 % Air Dried 

Sulphur  0.79 1.1 % Air Dried 

Phosphorous 0.13 0.11 % Air Dried 

CSN / FSI 8.5 8 ddpm 

Maximum Fluidity 50-18,500 50-50,000 ddpm 

Source: Tigers Realm Coal Limited 

Amaam Nth Project F (80%) 
In July 2013 TIG announced its initial JORC compliant resource for the Amaam Nth 

project F deposit.  The resource focuses on a small part of the Amaam Nth licence 

where there is thick, near surface, shallow dipping coal.  This initial resource estimate 

of 26.8Mt includes 20.9Mt amenable to Open Pit mining (<150m from surface) with 

the remaining 5.9Mt providing opportunity for Underground operations.  A small 

portion of the Amaam Nth resource (1.79Mt or ~7%) is classified as Thermal Coal with 

the majority of the deposit classified as Semi Hard Coking Coal. 

Fig. 7: Amaam Nth Project F Resource Estimate 

Amaam Nth Coal Resource  

Resource Category Open Pit (Mt) 
Underground 

(Mt) 
Total (Mt) 

Measured – Coking 7.16 0 7.16 

Indicated – Coking 3.29 1.27 4.56 

Inferred – Coking 8.69 4.58 13.27 

Inferred – Thermal 1.79 0 1.79 

Total 20.93 5.85 26.78 

Source: Tigers Realm Coal Limited 
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Fig. 8: Amaam Nth Project F Coal Quality  

Coal Quality 

 
Semi Hard 

Coking Coal 
Basis / Units 

Product Moisture 8% As Received 

Inherent Moisture 1.2 % Air Dried 

Ash 10.5 % Air Dried 

Volatile Matter  26.8 % Air Dried 

Fixed Carbon  61.4 % Air Dried 

Sulphur  0.36 % Air Dried 

Phosphorous 0.059 % Air Dried 

CSN / FSI 6-7 ddpm 

Maximum Fluidity 20-80 ddpm 

Source: Tigers Realm Coal Limited 
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AMAAM OP/UG COKING COAL PROJECT (80%) 

Fig. 9: Amaam OP/UG Coking Coal Project Snap Shot 

Amaam Coking Coal Project   

Interest:  

Location:  

Project stage:  

Commodity: 

Ore Reserves:  

Mineral Resources:  

Development Studies: 

Potential Scale: 

Mine Life Potential: 

Pre-Production Capital Cost: 

Total Operating (FOB) Cost: 

80%  

Russia - far east coast 

Exploration/Development Studies 

Coal 

None 

Indicated 62.5Mt, Inferred 349Mt, Ash 10%, FSI 8 

Open Pit & Underground 

+5Mtpa coking coal products 

+20 years 

$1.35b 

$98.01 / Product t (pre royalty) 

Source: Tigers Realm Coal Limited; Hartleys Research 

TIG announced results from its Pre-Feasibility Study (PFS) on the Amaam OP/UG 

project in April 2013 confirming potential for a large scale, long life Open Pit and 

Underground mine with dedicated transport infrastructure.  The study 

demonstrated potential for a 6.5Mtpa coking coal project with 5Mtpa of production 

from Open Pit and 1.5Mtpa from Underground mining.  The initial minelife for the 

Amaam OP/UG project is 20 years with potential to expand based on a combined 

resources and exploration target of 1Bt.  TIG estimates the Amaam OP/UG project 

to begin in 2017 ramping up to full production the year after. 

Fig. 10: Amaam OP/UG Coking Coal Project Layout  

 

Source: Tigers Realm Coal Limited 

The pre-production capital cost for the Amaam OP/UG project is estimated at 

$1.34b which includes $600m in costs which could potentially be provided by 

independent contractors and infrastructure partners.  Infrastructure required for 

the Amaam OP/UG project includes port, rail, washplant, administration and 

owners costs totalling $1.09b as well as a mining fleet and pre-strip requirement 

of $254m.  The study sees the Underground mine coming online in 2022 with pre-

production development, infrastructure and washplant expansion costs of $396m.  

The PFS numbers place TIG’s unit costs for Amaam OP/UG in the lowest quartile 
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of all export coking coal projects worldwide.  The study estimates the Amaam 

Open Pit coal will be produced at $100.55/t and the Underground product will be 

produced at $78.50/t for an overall project total free on board (FOB) operating 

cost of $98.01/t.   

The Amaam OP/UG project PFS is based on an inventory of 177Mt of Open Pit 

ROM coal mined at a ROM rate of 10Mtpa and a LOM average strip ratio of 12.3:1 

(bcm:ROM tonne).  The Underground mine contains 42Mt of ROM coal mined at 

a production rate of 3Mtpa with potential to continue beyond the life of the Open 

Pit.  The Amaam OP/UG PFS is based on 91Mt of production classified as 

Premium Coking Coal and 16Mt of High-Vol Coking Coal.  The coal handling and 

preparation plant (CHPP) will be initially constructed with a capacity of 10Mtpa 

ROM coal and expanded to 13Mtpa with the development of the Underground 

mine.  The study incorporates a 25km rail facility with port and ship-loading at 

Arinay Lagoon which will be designed to handle 70,000 DWT Panamax vessels.   

Fig. 11: Amaam Open Pit Metrics 

 

Source: Tigers Realm Coal Limited 
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Fig. 12: Amaam Underground Metrics 

 

Source: Tigers Realm Coal Limited 
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AMAAM NTH PROJECT F (80%) 

Fig. 13: Amaam Nth Project F Snap Shot 

Amaam Nth Project F  

Interest:  

Location:  

Project stage:  

Commodity: 

Ore Reserves:  

Mineral Resources:  

Development Studies: 

Potential Scale: 

Mine Life Potential: 

Pre-Production Capital Cost: 

Total Operating (FOB) Cost: 

80% 

Russia - far east coast 

Exploration/Development Studies 

Coal 

None 

Coking 25Mt, Ash 10.5%, FSI 6.5 

Open Pit with UG potential 

+0.8Mtpa coking coal products 

+11 years 

$51.7m 

$73.30 / Product t (pre royalty) 

Source: Tigers Realm Coal Limited; Hartleys Research 

TIG announced results from its Pre-Feasibility Study (PFS) on Project F at Amaam 

Nth in September 2013 confirming a core starter project with a low capital cost 

before production of US$52m.  The study is based on a 1Mtpa primarily coking 

coal project with low strip ratio Open Pit mining (5:1) over an initial 11 year minelife.  

The Project F at Amaam Nth allows a shorter timeframe to first production and 

lower capital upfront by utilising the existing Beringovsky Coal Terminal which is 

currently supporting the existing coal mining operations at Nagornaya.    

Fig. 14: Amaam Nth Project F Layout 

 

Source: Tigers Realm Coal Limited 

The objective of Project F is to deliver a low capital, low risk, high value starter 

operation which will provide initial production and support the future development 

of the main Amaam project and the Arinay port facilities.  The pre-production capital 

costs for project F include infrastructure costs at the mine site, a 35km winter road 

to the Beringovsky Port and an upgrade to the port area stockpiles and 

transhipment facilities.  Initial production at Project F will be focused on 4.4Mt 

(46%) of low ash (4 Group) seams to be mined as a direct shipping product allowing 

the cost of the coal handling and preparation plant (CHPP) to be scheduled after 
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first production.  3.9Mt (40%) of product will come from the lower part of the 

formation (1 to 3 Group seams) and require washing while a further 1.3Mt (14%) 

of near surface oxidised coal will be sold as a high calorific value thermal coal.  

Potential upside to the PFS exists with a ~6.1Mt underground mining inventory for 

seam 4 located beneath the proposed Open Pit.   The coal quality classification at 

Amaam Nth project F sees the majority of the mining inventory (12.1Mt) as a Semi-

Hard coking coal which can be sold at a ~$25-$30/t discount to the benchmark 

price for Premium Hard coking coal. 

 

The PFS for Project F at Amaam Nth positions the project as potentially one of the 

lowest cost coking coal projects in the world.  With an average FOB cash cost of 

$75/t of saleable product over the LOM and a low capital cost before production 

we see Project F well placed to begin production in 2H 2015.  The Bankable 

Feasibility Study (BFS) for Amaam Nth is ongoing and scheduled for completion in 

Q2 2014. 

Fig. 15: Amaam Nth Project F Metrics 

 

Source: Tigers Realm Coal Limited 
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COMMODITY EXPOSURE 
TIG is currently 100% exposed to coal and primarily the seaborne coking coal market.  

The consensus view is coking coal prices will increase in the short term as global steel 

demand increases.  The increased demand is expected to be mainly from emerging 

markets including China, India and South America. 

GEOGRAPHIC EXPOSURE 
TIG is currently solely focused on its projects in Far East Russia.  The Russian 

government is focussed on developing the Far East to benefit from the growth in Asian 

markets with focus on developing quality resource projects under a growing presence 

of western resource company ownership.   

Fig. 16: Far East Russia Resource Projects 

 

Source: Tigers Realm Coal Limited 

KEY SUPPLIERS & CUSTOMERS 
The TIG owner’s team are managing the studies internally with various consulting 

firms contributing different disciplines.  TIG have involved a number of consultants 

including Golder, SRK, SGS, Ausenco and RungePincockMinarco. 

PEERS AND COMPETITORS 
There are currently over 30 coal stocks listed on the ASX ranging from producers to 

explorers, across all jurisdictions and coal types. Our comps for peer comparisons 

cover over 20 ASX-listed stocks including producers, explorers and developers. 

In our view TIG is trading broadly in line with its peers at similar stages in development. 

On an EV/Resource tonne metric TIG is valued close to the industry average of 0.22.  

We see TIG trading at a similar value to some of the Australian focussed developers 

suggesting investors are comfortable with Russia as an emerging western friendly 

mining jurisdiction. 
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Fig. 17: Coal Comps ï Market Caps, EV and Total Coal Resources 

 

Source: Hartleys Research, IRESS, Company reports 

Fig. 18: Peer EV/Resource Tonnes 

 

Source: Hartleys Research, IRESS, Company reports 
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DIRECTORS, MANAGEMENT AND 

MAJOR SHAREHOLDERS 

BOARD AND MANGEMENT 
Tigers Realm Coal Limited is headquartered in Melbourne, with a highly experience 

Board consisting (as per the TIG website): 

Directors  

Mr Antony Manini, BSc, FAusIMM, FSEG, Non-Executive Chairman 

Mr Manini has over 24 years of global resource industry experience across a diverse 

range of commodities in over 20 countries. His experience includes 14 years with the 

Rio Tinto Group and 8 years with Oxiana Limited (now OZ Minerals Limited) covering 

various technical, commercial, senior management and executive roles in exploration, 

project evaluation, project development and business development. As a foundation 

member of the Oxiana Limited executive team he was responsible for establishing and 

managing the company’s highly successful exploration and resources group and 

closely involved in the discovery, acquisition and development of Oxiana Limited’s four 

operating mines. Mr Manini is a founder of TRM and TIG and has been Managing 

Director of TRM for the past two years. He holds an Honours Degree in Geology and 

is a Fellow of the Australian Institute of Mining and Metallurgy and the Society of 

Economic Geologists  

Mr Craig Parry, BSc, MAusIMM, Managing Director & Chief Executive Officer 

Mr Parry has worked internationally in a business development capacity across a 

broad range of commodities with Tigers Realm Coal (TIG), Tigers Realm Minerals, G-

Resources Group Limited, Oxiana Limited (now OZ Minerals Limited), Rio Tinto 

Limited and RSG Consulting Pty Ltd over the past 14 years. 

Mr Parry has held a number of executive roles in the resources industry, including 

Business Development Manager for G-Resources Group Limited responsible for 

mergers and acquisitions and Principal Geologist – New Business at Oxiana Limited 

responsible for strategy and business development initiatives in bulk and energy 

commodities. At Rio Tinto Limited, Mr Parry led exploration programs for iron ore, 

copper, diamonds, coal and bauxite in Australia, Asia and South America and was 

Principal Geologist for the Kintyre Uranium project pre-feasibility study.  Mr Parry is a 

graduate of The University of New South Wales, holds a Bachelor of Science (Applied 

Geology) with first class Honours and the University Medal. He is a Member of the 

AusIMM. 

 Mr Brian Jamieson, FCA, Independent Non-Executive Director 

Mr Jamieson was Chief Executive of Minter Ellison Melbourne from 2002 until he 

retired at the end of 2005.  Prior to joining Minter Ellison, he was with KPMG for over 

30 years holding the positions of Chief Executive Officer Australia, Managing Partner 

and Chairman of KPMG Melbourne from 2001 to 2002. He was also a KPMG Board 

Member in Australia and Asia Pacific and a member of the KPMG USA Management 

Committee.  Mr Jamieson is Non-Executive Chairman of Mesoblast Limited and Sigma 

Pharmaceuticals, a Non-Executive Director of Tatts Group Limited and Oz Minerals 

Limited. He is a fellow of the Institute of Chartered Accountants in Australia. 
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Mr Owen Hegarty, BEc, FAusIMM, Non-Executive Director 

Mr Hegarty has over 40 years’ experience in the global mining industry, including 25 

years with Rio Tinto plc where he was Managing Director of Rio Tinto Asia and also 

Managing Director of the Australian copper and gold business. He was the founder 

and Chief Executive Officer of Oxiana Limited (now OZ Minerals Limited) which grew 

from a small exploration company to a multi-billion dollar, base and precious metals 

explorer, developer and producer. Mr Hegarty is Executive Vice Chairman of Hong 

Kong listed G Resources Limited, a gold mining company and Executive Vice 

Chairman of CST Mining Group Limited, also a Hong Kong listed mining company. He 

is a Non-Executive Director of Fortescue Metals Group Limited, a Non-Executive 

Director of Highfield Resources, the AusIMM, a member of the South Australian 

Minerals and Petroleum Experts Group, and a director of the WA based Mining Hall 

of Fame Foundation. 

Mr Craig Wiggill, BSc, Non-Executive Director 

Mr Craig Wiggill brings over 22 years of coal industry experience gained with the Anglo 

American Plc group of companies, most recently as CEO – Coal America’s at Anglo 

Coal. His extensive experience covers operational roles to commercial, trading and 

marketing responsibility, corporate strategy and business development. Additional to 

establishing new organisations for the marketing and trading of coal and energy 

products in the international market, Mr Wiggill has led the development of new mining 

projects in remote and challenging environments from concept to full operational 

status. 

Dr Bruce Gray, MB, BS, MS, PhD, FRACS, Non-Executive Director 

Following a long and distinguished career in the medical profession, Dr Gray 

established and operated a number of highly successful start-up businesses in the 

medical sector. Dr Gray brings to the Board extensive experience in business and 

financing strategy. 

Fig. 19: Board shareholdings 

 
Source: Tigers Realm Coal Limited 

 

 

 

 

 

 

 

 

Economic Exposure of Board and key management Total

Total Options Shares Economic

# Exposure

Position rank

Directors

Antony Manini Non-exec Chairman 10,631,000 19,687,183 30,318,183 2

Owen Hegarty Non-exec Director 6,315,500 16,712,114 23,027,614 3

Brian Jamieson Non-exec Director 3,000,000 1,021,528 4,021,528 5

Craig Wiggill Non-exec Director 1,000,000 500,000 1,500,000 6

Bruce Gray Non-exec Director 0 116,681,418 116,681,418 1

Craig Parry Managing Director & CEO 10,852,400 4,790,495 15,642,895 4
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MAJOR SHAREHOLDERS 
Baring Vostok Fund V (BVF V) and the Russian Direct Investment Fund (RDIF) will 

become significant shareholders assuming the recent capital raising proposed by TIG 

is completed (subject to shareholder approval in March 2014).   BV Mining Holding is 

a company that will hold the investment for BVF V which is one of six private equity 

funds advised by Baring Vostok Capital Partners Limited.  The BVF V investor base 

consists primarily of pension funds, sovereign wealth funds and university 

endowments from North America, Western Europe, the Middle East and Asia.  RDIF, 

a 100% subsidiary of the Russian state development bank, was created in 2011 by 

both the President and Prime Minister of Russia to co-invest alongside global investors 

to promote foreign direct investment in Russia. 

The remaining substantial shareholders include Tigers Realm Minerals Pty Ltd and Dr 

Bruce Gray.  Tigers Realm Minerals Pty Ltd is a private resources company with 

projects in Asia, Europe and the Americas with focus on gold, copper, coking coal and 

uranium.  Dr Bruce Gray was appointed a Non-Executive Director to the board of TIG 

in October last year resulting from his substantial financial support of the Company.   

Fig. 20: TIG Substantial Shareholders (Mar 2014e) 

Shareholder 
Number of 

Shares 
% Issued Capital 

BV Mining Holdings Ltd 219.3m 24.36% 

Tigers Realm Minerals Pty Ltd 119.9m 13.31% 

Bruce Nathaniel Gray 116.7m 12.96% 

Russian Direct Investment Fund 99m 11.00% 

Source: IRESS, Tigers Realm Coal Limited 

OPTIONS, CONVERTIBLES AND UNPAID CAPITAL 
TIG currently has 49.5m options on issue at different expiry dates and exercise prices.  

There are currently 15.3m options “in the money” expiring in November 2015 for $1.2m 

of unpaid capital. 

Fig. 21: TIG Options and performance shares 

Expiry Exercise Price number of shares $m unpaid capital 

Nov-15 $0.08 15,356,100 1,197,776 

Dec-15 $0.20 4,000,000 780,000 

Dec-15 $0.20 6,000,000 1,170,000 

Mar-16 $0.43 1,000,000 425,000 

Oct-16 $0.42 250,000 103,750 

Feb-17 $0.50 1,989,000 994,500 

Mar-17 $0.75 3,500,000 2,625,000 

Jul-17 $0.25 250,000 62,500 

Jul-17 $0.50 300,000 150,000 

Nov-17 $0.25 2,000,000 500,000 

Nov-17 $0.50 2,000,000 1,000,000 

Nov-17 $0.75 2,000,000 1,500,000 

Nov-17 $1.00 2,000,000 2,000,000 

Feb-18 $0.25 750,000 187,500 

Feb-18 $0.26 450,000 117,000 

Feb-18 $0.34 2,982,000 1,013,880 

Mar-18 $0.34 200,000 68,000 

May-18 $0.50 1,000,000 500,000 

May-18 $0.60 3,500,000 2,100,000 

Source: Tigers Realm Coal Limited 
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FINANCIALS 

PRODUCTION / PROFIT & LOSS 

Company guidance  
The Company guidance sees the Amaam North project beginning production in CY15 

with first sales in CY16.  The Amaam Open Pit is estimated to begin in CY17 with the 

Underground to start producing in CY22.  The Company has indicated that 

conceptually the Amaam North project may combine with the Amaam OP/UG project 

by linking the two projects to the proposed Port at Arinay. 

Hartleys Forecasts 
We model Amaam North to begin in CY15 ramping up to 3Mtpa by CY20.  Our 

forecasts see the two Open Pit operations producing above 7Mtpa by CY20 and the 

Underground beginning in CY22 to increase production to ~9Mtpa of saleable product.  

We model an increased mining inventory at Amaam North of 62Mt which we see as 

conservative given the current exploration target of +400Mt. 

Fig. 22: Amaam Project Production Profile Estimate 

 

Source: Hartleys Research Estimates 

Fig. 23: Profit and Loss 

 

Source: Hartleys Research Estimates 
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Amaam Project Production Profile

Amaam Nth - Starter Amaam Nth - Expansion Amaam Open Pit Amaam Underground

P&L Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18

Net Revenue A$m 0.0 0.0 0.0 52.6 95.2 240.4

Total Costs A$m -22.9 -5.1 -11.6 -35.8 -75.4 -203.7

EBITDA A$m -22.9 -5.1 -11.6 16.8 19.7 36.7

 - margin - - - 32% 21% 15%

Depreciation/Amort A$m 0.3 0.3 0.4 0.4 9.2 9.2

EBIT A$m -22.6 -4.8 -11.3 17.1 28.9 45.9

Net Interest A$m 0.0 0.0 0.0 0.0 -40.2 -67.8

Pre-Tax Profit A$m -22.6 -4.8 -11.3 17.1 -11.3 -21.9

Tax Expense A$m 1.3 0.0 0.0 0.0 2.3 4.4

Normalised NPAT A$m -21.3 -4.8 -11.3 17.1 -9.0 -17.5

Abnormal Items A$m 0.0 0.0 0.0 0.0 0.0 0.0

Reported Profit A$m -21.3 -4.8 -11.3 17.1 -9.0 -17.5

Minority A$m 0.0 0.0 0.0 0.0 0.0 0.0

Profit Attrib A$m -21.3 -4.8 -11.3 17.1 -9.0 -17.5
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BALANCE SHEET 

Fig. 24: Balance Sheet 

 

Source: Hartleys Research Estimates 

Debt 
We expect the Company to initially take on relatively small amounts of debt to fund 

the project requirements.  The low capex starter project will allow TIG to use equity as 

the main funding source for Amaam North phase 1.  We model ~$210m debt to finance 

the Amaam North project up to 3Mtpa (includes port infrastructure) and ~$419m initial 

debt for the main Amaam OP/UG project with a further ~$123m for the Underground 

development. 

CASH FLOW  

Fig. 25: Cash Flow Statement 

 

Source: Hartleys Research Estimates 

Capex requirements 
We model ~$55m for Amaam north Phase 1 (1Mtpa).  We assume another ~$400m 

capex for the Amaam North’s Phase 2 which includes the bulk of the capex for the 

Arinay Port and expansion to 3Mtpa.  We model a further ~$780m for the Amaam 

Open Pit and ~$250m for the Amaam Underground. 

Balance Sheet Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18

Cash A$m 3.7 73.2 458.8 468.9 1372.5 184.3

Other Current Assets A$m 18.1 4.1 1.0 3.7 7.5 20.1

Total Current Assets A$m 21.8 77.3 459.8 472.6 1380.0 204.3

Property, Plant & Equip. A$m 6.4 6.7 7.0 7.4 366.5 1524.7

Exploration A$m 18.6 18.6 24.6 30.6 36.6 47.1

Investments/other A$m 108.7 108.7 108.7 108.7 108.7 108.7

Tot Non-Curr. Assets A$m 133.7 134.0 140.3 146.6 511.8 1680.5

Total Assets A$m 155.5 211.3 600.1 619.2 1891.8 1884.9

Short Term Borrowings A$m - - - - - -

Other A$m 2.5 1.0 1.6 3.5 6.8 17.4

Total Curr. Liabilities A$m 2.5 1.0 1.6 3.5 6.8 17.4

Long Term Borrowings A$m - - 210.2 210.2 1129.2 1129.2

Other A$m 34.3 34.3 34.3 34.3 34.3 34.3

Total Non-Curr. Liabil. A$m 34.3 34.3 244.5 244.5 1163.5 1163.5

Total Liabilities A$m 36.8 35.4 246.1 248.1 1170.3 1180.9

Net Assets A$m 118.7 175.9 354.0 371.1 721.5 704.0

Net Debt A$m -3.7 -73.2 -248.6 -258.6 -243.3 944.9

Cashflow Unit 31 Dec 13 31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 31 Dec 18

Operating Cashflow A$m -22.9 7.4 -8.0 16.1 19.2 34.7

Income Tax Paid A$m 0.0 0.0 0.0 0.0 2.3 4.4

Interest & Other A$m 0.0 0.0 0.0 0.0 -40.2 -67.8

Operating Activities A$m -22.9 7.4 -8.0 16.1 -18.8 -28.7

Property, Plant & Equip. A$m 0.0 0.0 0.0 0.0 -350.0 -1149.1

Exploration and Devel. A$m 0.0 0.0 -6.0 -6.0 -6.0 -10.5

Other A$m -2.4 0.0 0.0 0.0 0.0 0.0

Investment Activities A$m -2.4 0.0 -6.0 -6.0 -356.0 -1159.6

Borrowings A$m 0.0 0.0 210.2 0.0 919.0 0.0

Equity or "tbc capital" A$m 20.7 62.0 189.3 0.0 359.4 0.0

Dividends Paid A$m 0.0 0.0 0.0 0.0 0.0 0.0

Financing Activities A$m 20.7 62.0 399.6 0.0 1278.4 0.0

Net Cashflow A$m -4.6 69.4 385.6 10.1 903.6 -1188.2
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Free cash flow 
We expect TIG to produce consistent free cash flow of greater than ~$200m per 

annum from the Amaam projects at full capacity. 

Dividends 
We don’t expect the Company to pay dividends in the foreseeable future 

EQUITY ISSUANCE 
TIG recently announced a proposed $62m capital raising issuing 376m shares at 

$0.165 to fund the Amaam North BFS, complete the mine project design and further 

drilling at the Amaam and Amaam North projects and early construction works.  The 

Company will be holding a general meeting of shareholders for approval of the 

proposed capital raising in March 2014. 

Assuming the raising completes, we believe that with some minor additional project 

debt we see the pre-production capital requirement ($52m) for Amaam North as 

funded.  We model dilution for further capital raisings in CY15 (~$190m) for Port and 

Amaam North expansion, CY17 (~$360m) for the Amaam Open Pit and CY21 

(~$120m) for the Amaam Underground.   

SENSITIVITIES 

FX exposure 
The Company is operationally exposed to the USD, the AUD and the Russian Ruble.  

Our valuation is affected via translation effects from movements in the AUD. 

Interest Rate exposure 
The Company currently has minimal exposure to interest rates. 

Commodity price exposure 
TIG is sensitive to assumed commodity prices. 
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VALUATION CONSIDERATIONS AND 

PRICE TARGET METHODOLOGY 

VALUATION 
We model an “all or nothing” approach for TIG, which assumes full development of the 

Amaam project.  This is a reasonably risky assumption as it assumes the timing of 

multiple capital requirements and completion of construction occur on a predictable 

time line.  To account for some of the risk, we use a 14% discount rate.  However, it 

should be remembered that our valuation based on only a 1Mtpa operation is only 13 

cps. 

We model the Amaam Nth starter operation initially producing 1Mtpa from the existing 

Beringovsky port and ramping up to 3Mtpa through the planned port at Arinay. The 

increased production from the low capex starter at Amaam Nth allows the capital 

intensive Amaam Open Pit and Amaam Underground to be postponed until later in the 

mine life.  The assumptions we have used in our model are derived from our 

assessment of the most appropriate mining sequence to maximise NPV.  We model 

TIG to provide 80% of the capital required for both projects as per the current pro-rata 

agreement with the 20% JV partners for both projects.  We model the current 3% JV 

partner royalty and a 2% government royalty. Our model assumes consensus pricing 

for commodities and under these assumptions we value the Amaam Coking Coal 

projects unfunded at $361m or $0.69 per share.  

After tax, corporate overheads, options, forwards and equity dilution we value TIG at 

$985m or $0.25 per share. 

Fig. 26: TIG sum-of-parts valuation 

Fig. 27:  
                                                      A$m A$/share 

80% Amaam North (pre-tax NAV at disc. rate of 14%) 393.8 0.10 

  - 1mtpa only 120.2 0.09 

  - 3mtpa expansion 273.6 0.01 

80% Amaam Open Pit (pre-tax NAV at disc. rate of 14%) 418.1 0.11 

80% Amaam UG (pre-tax NAV at disc. rate of 14%) 99.6 0.03 

Other Assets/Exploration 50.0 0.01 

Forwards 0.0 0.00 

Corporate Overheads -21.1 -0.01 

Net Cash (Debt) Mar 14e 60.0 0.02 

Tax (NPV future liability) -46.6 -0.01 

Options & Other Equity 31.2 0.01 

Total 985.0 0.25 

Source: Hartleys Research Estimates 
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PRICE TARGET 
Our price target is a risked weighted average of our valuation under consensus and 

spot pricing.  We apply weighting according to the early stage of the project and will 

change the weighting towards lower discount rates as the project reaches 

development milestones.  We have a 12 month price target for TIG of $0.22. 

Fig. 27: TIG 12 month price target 

 

Source: Hartleys Research Estimates 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Price Target Methodology Weighting Spot 12 mth out

NPV14 Consensus prices 50% $0.25 $0.27

NPV10 Consensus Prices 5% $0.36 $0.38

NPV14 spot commodity and fx prices 20% $0.04 $0.04

NPV10 spot commodity and fx prices 5% $0.19 $0.20

No further equity dilution, NPV14 1% $1.04 $1.09

No further equity dilution, NPV8 1% $1.53 $1.60

Net cash backing 8% $0.07 $0.07

Amaam Nth (1Mtpa starter only) NPV14 Consensus prices 10% $0.11 $0.13

Risk weighted composite $0.21

12 Months Price Target $0.22

Shareprice - Last $0.160

12 mth total return 34%
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price target for TIG of 

$0.22 per share 
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EV/EBITDA BANDS 

Fig. 28: Using Hartleys base case commodity forecasts  

 

Source: Hartleys Research Estimates, IRESS 

Fig. 29: Using spot commodity prices 

  

Source: Hartleys Research Estimates, IRESS 

 

 

 

 

 

 

.00

.10

.20

.30

.40

.50

.60

.70

.80

TIG Actual

Hartleys Target

8x EV/EBITDA

6x EV/EBITDA

4x EV/EBITDA

2x EV/EBITDA

1x EV/EBITDA

Shareprice

.00

.05

.10

.15

.20

.25

.30

.35

TIG Actual

8x EV/EBITDA

6x EV/EBITDA

4x EV/EBITDA

2x EV/EBITDA

1x EV/EBITDA

Shareprice



Hartleys Limited    Tigers Realm Coal Limited (TIG) 14 February 2014 
 

Page 24 of 25 

INVESTMENT THESIS & RECOMENDATION 
In our view TIG offers an opportunity to invest in a significant coking coal project 

positioned well to supply the increasing demand for steel in emerging markets.  We 

believe that TIG is being valued similarly to its peers in Australia which suggests 

investors are comfortable with Russia as an emerging western focussed mining 

jurisdiction.  In our view the management of TIG have the skills and experience to 

deliver a project of this scale, but the complicated development plan is not without risk 

of delay, cost overrun or dilution.  Best case development scenarios suggest 

significant upside (and if we added in best case commodity price assumptions the 

upside is even greater).  However, there is downside risk if the market is only willing 

to assign value to the lower risk 1Mtpa operation.  Consequently, we initiate coverage 

of TIG with a Speculative Buy recommendation. 

RISKS 

Fig. 30: Key assumptions and risks for valuation 
Assumption Risk of not 

realising 
assumption 

Downside risk to 
valuation if 

assumption is 
incorrect 

Comment 

Consensus commodity 
price 

Moderate Moderate We assume consensus prices for coking coal.  Our model is 
sensitive to movements in the coal price. 

 
Timing High Moderate The development of Amaam will be a major project with all the 

challenges inherent in a large scale project.  We therefore 
believe that there is a chance of changes to the project 

delivery timeline albeit a reasonably conservative estimate.   
 

Resource risk Low Upside We believe that resource risk is to the upside.  A significant 
resource has already been defined at Amaam OP/UG with 

large exploration targets at both projects.   
 

Coal Quality Moderate High We assume 5% penalty to the spot premium coking coal price 
for Amaam OP/UG and 15% for Amaam Nth to allow for 

impurities and reduced coal quality.  Differing penalties can 
affect the model to the upside and downside. 

 
Technical risk High High There will be significant technical and engineering challenges 

to be overcome in the construction and operation of the 
Amaam Projects.  Due to the early stage of the project we 

consider these to be high risk but expect that the project will be 
derisked as it progresses through its study phases and into 

operation. 
 

Funding risk High High Our capex estimates are substantial and there is a risk TIG will 
not be able to raise sufficient funds although the low capex 

starter project and the recent proposed raising lowers this risk  

Proposed capital raising 
risk ($62m proposed in 
Dec13) 

Low Moderate We assume the $62m capital raising proposed in December 
2013 will be approved by shareholders in March 2014.   

Conclusion  While the assumptions we have used are reasonable, we consider some assumptions as moderate to high 
risk and the consequential reduction to our valuation would be significant if they were not achieved.  

 

Source: Hartleys Research 

KEY MILESTONES CY2014 
¶ Announce Amaam North Project F maiden reserve estimate 

¶ Announce Amaam North and Amaam OP/UG Resource upgrade 

¶ Complete Amaam North BFS Q2 CY14  

¶ Advance Amaam North Mining Licence application  

¶ Commence early development work on Amaam North Project F Q3 CY14 

¶ Commence Amaam OP/UG and Arinay port BFS 

 

 

We initiate coverage 

of TIG with a 

Speculative Buy 

recommendation 

 

TIG remains funded 

to complete the 

Amaam North 

Project F BFS and 

begin development 

of the project 
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