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Bushveld Minerals is a research client of Edison Investment Research Limited 

Bushveld has proposed an off-market takeover bid for Lemur Resources 
for A$0.06 – a share valuing Lemur’s entire share capital at A$10.9m 
(£5.6m). To support the bid and to satisfy Bushveld’s small capital 
requirement of A$4.0m (£2.0m) to buy the remaining Lemur shares it does 
not already own (36.4%), it has entered into a subscription agreement with 
Riveridge for a six-month convertible loan note providing £2.6m. The 
takeover, if completed, will allow Bushveld easier access to Lemur’s  
cash of c A$13.0m and full control over its coal assets, making it value-
accretive. We would expect Bushveld to use these additional cash 
resources to progress its own vanadium and tin projects in South Africa. 

Year end Revenue 
(£m) 

PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

02/13 0.0 (2.3) (0.9) 0.0 N/A N/A 
02/14 0.0 (1.3) (0.4) 0.0 N/A N/A 
02/15e 0.0 (2.1) (0.5) 0.0 N/A N/A 
02/16e 0.0 (1.2) (0.2) 0.0 N/A N/A 

Note: *PBT and EPS are normalised, excluding intangible amortisation, exceptional items 
and share-based payments. 

Loan note bears 15% over 6m term, convertible at 8p 
Bushveld’s agreement with Riveridge details a convertible loan for proceeds 
totalling £2.6m. The note bears interest of 15% over its six-month duration, at the 
end of which Riveridge could convert into Bushveld shares at a price of 8p. In our 
view, while Bushveld’s shares have returned c 35% ytd, its current price level of  
c 4.3p makes an 8p conversion price in six months’ time look ambitious. However, 
successful completion of the takeover brings with it easier access to Lemur’s cash 
of c £6.63m (A$13.00m). If Riveridge fails to convert the note, Lemur’s cash could 
be used to repay the principal plus interest amount of £2.99m, leaving c £4.25m in 
cash for use. We suggest it is Bushveld’s hope that numerous upcoming catalysts 
concerning its vanadium and tin assets will elevate its share price from current 
levels, allowing Riveridge to successfully convert the loan note. 

Lemur’s assets – cash is key to Bushveld’s bid 
Lemur’s assets include the 99%-owned Imaloto thermal coal project in 
Madagascar, which has 135.7Mt resource of which 91% is in the measured and 
indicated categories. It also owns 100% of two pre-resource coal projects, Sakhara 
and Ianapara. Of greater significance, however, is Lemur’s cash balance of 
A$13.00m (A$14.29m at end-February 2015, drawn down to A$13.0m due to 
Lemur’s share buy-back programme and corporate spending), allowing Bushveld 
easy access to capital to progress its South African vanadium and tin assets. 

Valuation: Imaloto coal project in for free 
Bushveld’s A$10.875m valuation of Lemur Resources equates to a negative EV of 
A$3.4m or -A$0.03 per tonne of Imaloto’s total coal resource. While we have no 
detailed peer group for this region, it is self-evident that Bushveld, if successful, will 
have acquired a significant coal resource for less than no cost to its balance sheet. 

Bushveld Minerals Lemur Resources takeover 

Takeover provides easier access to capital 

Price 4.30p 
Market cap £21m 

US$1.52/£, A$1.96/£ 
Net cash (£m) at August 2014 8.5 

 

Shares in issue 479.7m 

Free float 49% 

Code BMN 
  

Primary exchange AIM 

Secondary exchange N/A 
 

Share price performance 

 
 

% 1m 3m 12m 

Abs 89.0 83.0 11.7 

Rel (local) 89.0 79.1 6.1 
 

52-week high/low 4.60p 2.08p 
 

Business description  

Bushveld Minerals is an AIM-listed junior diversified 
commodity explorer in the mineral-rich Bushveld 
Complex in South Africa. Its flagship project is an 
iron-titanium-vanadium deposit on the northern limb 
of the Bushveld Complex. It also has a 63.6% 
equity interest in ASX-listed Lemur Resources. 

 

Next event 

Lemur takeover approval Q216 
 

Analysts 

Tom Hayes +44 (0)20 3077 5725 

Charles Gibson +44 (0)20 3077 5724 
 

mining@edisongroup.com 
 
 

Edison profile page 
 

Metals & mining 

http://www.edisoninvestmentresearch.co.uk/bushveld-minerals


 

 

 

Bushveld Minerals | 21 May 2015 2 

Imaloto coal project: Lemur’s flagship asset 

Lemur’s CEO is Mr Anthony Viljoen, who is also a non-executive director of Bushveld Minerals and 
has worked closely with Fortune Mojapelo to realise the value inherent in both Bushveld’s and 
Lemur’s assets. Neither Bushveld nor Lemur have commented on changes to their management 
teams at this time but we expect further clarification in due course. Bushveld is seeking shareholder 
approval and is in the process of lodging a bidder’s statement to ASX to outline the reasons why 
Lemur’s shareholders should agree to the takeover.  

A summary of our previous scoping study-based valuation of Imaloto and its coal resource is given 
in the following sections. 

Coal resources: 135.7Mt, 91% in measured and indicated 
The Imaloto coal project comprises three seams (upper, main and lower) and has a total JORC-
compliant resource of 135.7Mt, of which 91% is within the measured and indicated categories. 
According to the scoping study released on 26 September 2013, the main seam could be 
considered for a 5,600kcal/kg NAR product via a single wash, which will result in a product with an 
ash content of 16.9%, volatiles of 30.7%, total sulphur of 0.96% and a theoretical yield of 67.4%. 

Imaloto scoping study: Two-phase development strategy 
The Lemur-commissioned 26 September 2013 scoping study on the Imaloto coal project 
considered an open-pit operation for the first eight years, followed by an underground operation to 
start in year nine to the end of the life of mine (LOM) at 19 years. Phase 1 is expected to produce 
feedstock to a proposed power station at 400ktpa, while the underground operation (Phase 2) is 
planned to produce 1.5Mtpa, which consists of 1.0Mtpa as an export grade product. The study also 
assumed that production would feed a nearby power plant with a total of 9.0Mt over the LOM and 
10.7Mt of production for export sales. While no independent power plant (IPP) concession exists at 
the time of writing, Lemur has continued its discussions with the relevant authorities to secure an 
IPP licence and advance the technical aspects required by this application.  

On a 100% basis the Imaloto scoping study indicated a post-tax NPV of US$36m (at a discount rate 
of 10%) for a US$12m capital expenditure to start the initial open-pit phase. This valuation used a 
US$81/t thermal coal price vs a current Richards Bay coal price of c US$60/t.  

Financials 

Conversion at 8p potentially adds 37.4m Bushveld shares 
Conversion by Riveridge of the £2.99m (principal plus interest) amount (assuming Bushveld fully 
draws-down on the convertible loan note) would equate to 37.4m new Bushveld shares, 
representing dilution of 7.8%. We have omitted any additional dilution from our financial model until 
Bushveld announces it has successfully completed its takeover of Lemur, reveals the exact amount 
of the loan note drawn-down by Bushveld and states if a successful conversion is viable. 

Lemur’s cash needed to complete Bushveld’s vanadium BFS 
At end-August 2014 Bushveld had group net cash of £8.5m, which includes the remains of the 
A$15m in cash it acquired through its previous Lemur resources off-market takeover bid in May 
2013. The result of this previous takeover bid was that Bushveld only secured a 52.22% interest in 
Lemur Resources. Bushveld has planned expenditures for FY16 totalling £11.5m (see overleaf). 
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Easier access to Lemur’s c A$13.00m in cash (ie without needing board, shareholder or regulatory 
approvals) is naturally subject to Bushveld successfully completing its takeover. This will help 
Bushveld complete its planned FY16 capital expenditure programme currently underway and also 
progress its vanadium bankable feasibility study. We anticipate the expenditures of the company to 
be as follows: 

 £1.3m (US$2m) on advancing its tin projects; 

 £0.7m (US$1m) to complete its vanadium pre-feasibility study.  

 up to £9.9m (US$15m) to complete a bankable feasibility study also during FY16. Bushveld’s 
strategy is to attract a strategic partner to help fund this study. This amount is not included in 
our financial summary; 

 £1.3m (US$2m) on the company’s P-Q (titanium, iron ore and phosphate project); and 

 £1.0m in central costs. 

We note that Bushveld still has 23.1m warrants outstanding related to a 30 October 2013 equity 
raise. These are valued at 5p each with an exercise date of 30 October 2015, and, if successfully 
exercised, would raise an additional £1.2m. 
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Exhibit 1: Financial summary 
  £'000s 2011 2012 2013 2014 2015e 2016e 
Year end 28 February   IFRS IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS          
Revenue     0 0 0 0 0 0 
Cost of Sales   0 0 0 0 0 0 
Gross Profit   0 0 0 0 0 0 
EBITDA     (2) (20) (2,359) (1,435) (2,000) (1,000) 
Operating Profit (before GW and except.) (2) (20) (2,359) (1,376) (2,099) (1,164) 
Intangible Amortisation   0 0 0 0 0 0 
Exceptionals   0 0 0 901 0 0 
Other   0 0 0 0 0 0 
Operating Profit   (2) (20) (2,359) (476) (2,099) (1,164) 
Net Interest   1 2 105 59 0 0 
Profit Before Tax (norm)     (1) (18) (2,254) (1,317) (2,099) (1,164) 
Profit Before Tax (FRS 3)     (1) (18) (2,254) (417) (2,099) (1,164) 
Tax   0 0 0 0 0 0 
Profit After Tax (norm)   (1) (18) (2,254) (1,317) (2,099) (1,164) 
Profit After Tax (FRS 3)   (1) (18) (2,254) (417) (2,099) (1,164) 
         Average Number of Shares Outstanding (m) 168.0 211.8 235.9 330.4 448.2 479.7 
EPS - normalised (p)     (0.0) (0.0) (0.9) (0.4) (0.5) (0.2) 
EPS - FRS 3 (p)     (0.0) (0.0) (0.9) (0.1) (0.5) (0.2) 
Dividend per share (p)   0.0 0.0 0.0 0.0 0.0 0.0 
         Gross Margin (%)   N/A N/A N/A N/A N/A N/A 
EBITDA Margin (%)   N/A N/A N/A N/A N/A N/A 
Operating Margin (before GW and except.) (%) N/A N/A N/A N/A N/A N/A 
         BALANCE SHEET         
Fixed Assets     1,037 1,842 53,637 54,207 56,124 61,310 
Intangible Assets   1,035 1,841 53,314 53,981 54,024 54,066 
Tangible Assets   2 2 74 225 2,100 7,245 
Investments   0 0 249 0 0 0 
Current Assets     130 80 1,355 9,318 8,966 5,379 
Stocks   0 0 0 0 0 0 
Debtors   96 69 50 141 141 141 
Cash   34 11 1,305 9,177 8,826 5,238 
Current Liabilities     (966) (1,583) (199) (344) (344) (2,944) 
Creditors   (17) (18) (199) (344) (344) (344) 
Short term borrowings   (949) (1,566) 0 0 0 (2,600) 
Long Term Liabilities     0 0 0 0 0 0 
Long term borrowings   0 0 0 0 0 0 
Other long term liabilities   0 0 0 0 0 0 
Net Assets     201 339 54,793 63,180 64,746 63,746 
         CASH FLOW         
Operating Cash Flow     (59) (11) (1,958) (1,247) (1,836) (836) 
Net Interest    1 2 105 59 0 0 
Tax   0 0 0 0 0 0 
Capex   (756) (605) (2,059) (1,065) (2,016) (3,332) 
Acquisitions/disposals   0 0 (120) 8,325 0 (2,020) 
Financing   607 590 5,317 1,797 3,500 2,600 
Dividends   0 0 0 0 0 0 
Net Cash Flow   (207) (23) 1,286 7,869 (352) (3,587) 
Opening net debt/(cash)     (241) 915 1,555 (1,305) (9,177) (8,826) 
HP finance leases initiated   0 0 0 0 0 0 
Other   (949) (617) 1,574 3 (0) 0 
Closing net debt/(cash)     915 1,555 (1,305) (9,177) (8,826) (5,238) 
Source: Company accounts, Edison Investment Research Note: Pre-vanadium BFS cost (£3.3m) assumes convertible loan note value 
of £2.6m is fully drawn-down and carried as debt until a decision on conversion is taken by Riveridge. No amount included for potential 
Vanadium BFS in 2016.  
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Bushveld Minerals and prepared and issued by Edison for publication globally. All information used in the 
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2015. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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