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QuickView 

Turkish precious and base metal developer 

After deducting C$7.1m in net cash as at 31 December 2014, Aldridge’s 
enterprise value of C$11.6m, or US$9.3m, equates to US$10.20 per in situ 
ounce of gold. That is close to the Canadian average of US$9.78/oz 
including by-products (see Gold – The value of gold and other metals, 
published in February 2015). However, in this case by-products account for 
more than half the value of the resource. Once these are taken into 
account, the company’s resource multiple declines to just US$3.04/oz AuE. 
Finally, Aldridge’s EV equates to just 3.8% of the net present value of its 
project. This is consistent with a company that has completed a scoping 
study or preliminary economic assessment (PEA), but cheap for a one that 
has concluded a feasibility study, for which a more typical valuation would 
be 20% of NPV. 

High resource to reserve conversion 
The Yenipazar deposit is a polymetallic, metamorphosed volcanogenic massive 
sulphide (VMS) situated on the Tethyan Mineral Belt. Resources amount to 
0.91Moz gold plus silver, copper, lead and zinc by-products, which equate to an 
additional 2.14Moz gold equivalent (Edison estimate). More than 98% of resources 
are in the indicated category and more than 90% have been converted into 
reserves. Uniquely, the Canadian market appears to afford little value to indicated 
resources at the current time. However, this creates an opportunity for companies 
such as Aldridge to add value by upgrading resources from the indicated to the 
measured category. On average this costs US$26.32/oz, but results in a valuation 
uplift of US$48.88/oz. 

What are the implications? 
In 2013, Aldridge completed a feasibility study on Yenipazer, which it optimised one 
year later, in 2014. Conducted by Jacobs Minerals Canada Inc, the study envisages 
a conventional open pit mine, excavating 30Mt of reserve over 12 years at a rate of 
7,500tpd and a 4:1 stripping ratio (excluding the pre-strip). Processing will occur 
through a conventional concentrator plant comprising crush, grind, gravity 
separation, leach and flotation circuits. Metallurgical recoveries are forecast to be 
80% Au, 74% Ag, 73% Cu, 72% Pb and 69% Zn. Initial capex is estimated at 
US$230m, including a US$34m contingency, and the project will generate an 
internal rate of return of 32.2% on capital invested over its life. The net present 
value of future cash flows, discounted at 10% pa, is US$244.6m at long-term 
metals prices or US$287m at spot prices and a 7% discount rate. 
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Business description  

Aldridge’s flagship asset, the 100%-owned Yenipazar 
project, is c 100km2 in area and located close to the 
geographic centre of Turkey, c 200km (130 miles) 
east-southeast of the capital city, Ankara. It is easily 
accessible via public roads and has good access to 
rail transportation and electrical power supply. 

 

Bull 
 All major central and local permits secured. 

 Local partner in the form of a major construction 
firm (ANT). 

 90% of the project area is unexplored. 
 

Bear 
 Turkey sovereign risk partially mitigated by a 

management team with a long history of operating 
in Turkey (Note: Turkey ranks 78 out of 123 in the 
Fraser Institute’s survey of Investment 
Attractiveness). 

 Future funding requirement. 

 Surface rights land acquisition not yet completed; 
expected Q4 2015 
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Historical financials 
Year 
end 

Revenue 
(C$m) 

PBT* 
(C$m) 

EPS* 
(C$) 

DPS 
(C$) 

P/E 
(x) 

Yield 
(%) 

11/11 0.0 (4.9) (0.14) 0.00 N/A N/A 
12/12** 0.0 (12.8) (0.27) 0.00 N/A N/A 
12/13 0.0 (7.4) (0.09) 0.00 N/A N/A 
12/14 0.0 (3.5) (0.04) 0.00 N/A N/A 
Source: Company sources. Note: *From continuing operations. **13 months. 

http://www.edisoninvestmentresearch.com/?ACT=19&ID=13692&dir=sectorreports&field=19
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