
 Varun Arora, MBA  
416-343-2779 | varora@clarussecurities.com 

 
 

Maintaining Conviction in Emerita’s 
Ability to Deliver on Aznalcollar 

May 3, 2022 

Emerita achieves milestones under Spanish system and law 

In the figures 1 and 2 (page 2), we highlight the consistent progress 
EMO has made towards delivering on milestones in respect to the 
IBW (now 100% owned) and Aznalcollar projects.  We believe the 
progress to date firmly validates two critical points: 

1. The Spanish legal system works; 

2. Emerita management’s ability to successfully navigate the 
Spanish legal system. 

Overall, the company’s progress to-date gives us confidence in the 
Spanish judicial system with regard to the Aznalcollar case and in 
Emerita’s ability and strategy to resolve the legal dispute under 
Spanish law. 

In Figure 1 (IBW) and Figure 2 (Aznalcollar), we lay out the 
progression of events to date.  As a reminder, the prevailing 
market/investor opinion at the start of these journeys was very 
cynical, with Emerita not expected to win either of these 
projects.  We highlight that Emerita was awarded the IBW project in 
Sep. 2020, after a six year long legal administrative dispute against 
the then Junta government.  While the wheels of justice grind slower 
than anticipated in Spain, we believe the Aznalcollar case is in its final 
stages of Oral hearings (read sentencing) in the Criminal Court case, 
with a date for the hearings expected to be announced in the 
‘Spanish’ near-term.  The process so far has been delayed due to 
COVID and several judges taking early retirement.  Importantly, a lead 
judge (Ángel Márquez Romero) has now been assigned for the 
criminal case, indicating that this final process is now well underway.  
If any of the 16 individuals are found guilty, the original tender will be 
disqualified, and the property will be awarded to the next qualified 
bidder at the time of the initial tender, which is Emerita in this case. 

The Criminal Court is the higher court vs Administrative Court.  As a 
result, we feel it was a prudent strategy for Emerita to request the 
Administrative Court to align its ruling with the Criminal Court to 
minimize risk on the final outcome of the dispute (refer Clarus note 
dated May 2, 2022).  We further note that all levels of the Criminal 
Court to date have ruled in Emerita’s favour, confirming criminal 
charges on the members of the former Junta gov and Minorbis – a 
trend we firmly believe will continue. 

As investors wait for the court decisions, drilling/exploration news 
flow will be ramping up from the recently permitted Romanera and 
El Cura projects as well as from the 100% owned Neuvo Tintillo 
asset located near Aznalcollar.   
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Figure 1:  Milestones Achieved at IBW 

 
Source:  Company Reports 

Figure 2:  Aznalcollar Court Proceedings Timeline 

 
Source:  Company Reports 
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Recommendation:   

Emerita offers a rare combination of significantly de-risked, world-class polymetallic projects and 
excellent infrastructure.  Its assets are located in the Spanish side of the Iberian Pyrite Belt (IPB), which is 
one of the largest VMS mining camps globally with numerous majors currently operating in the region.  
We expect the excellent high-grade (~14% ZnEq) resource growth potential at the 100% owned IBW 
project to drive significant value creation and M&A appeal.  We believe the big prize for EMO will be the 
awarding of the world-class, past-producing Aznalcollar mine that is the subject of an ongoing criminal 
legal dispute.  As a past-producing mine, Aznalcollar is significantly de-risked and can be swiftly 
advanced to production in the next five years in a high-grade (~12.6% ZnEq) underground mining 
scenario.  We expect the two assets to produce at a combined rate of 550 – 600MM lbs ZnEq/year at 
the lowest quartile costs, generating +US$300 MM/year in FCF. 

Under our estimates (Clarus ‘Base Case’), EMO is trading at C$0.02/lb ZnEq and 0.17x P/NAV, a 
significant discount to the Select Peer Group average of C$0.05/lb and 0.51x, respectively.  We believe 
continued drilling success will drive continued re-rating while a favourable resolution on Aznalcollar will 
drive a step-change in the valuation.  We maintain our SPECULATIVE BUY rating and our target price of 
$5.00 per share that is based on a 0.6x combined NPV5% for 100% of IBW and 50% of Aznalcollar. 

Milestones 

1. Aznalcollar resolution – 2022 (Clarus expectation); 

2. Drill results from drill program at La Infanta – ongoing; 

3. Drilling at Romanera commenced with 4 rigs. 
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Figure 3:  EMO Comps 

 
* Select Peer Group is based on comparable Zn contribution to global resource, favourable location for 
development and favourable permitting environment 
(1)  We cover AMC-TSX.V with a SPECULATIVE BUY rating and a target price of $10.00 per share 
Note:  EMO market cap and EV based on FD shares & value of ITM options & warrants 
Source:  Refinitiv Eikon, Clarus Securities Inc. 

Price Target Calculator: Our 12-month target price is based on a 0.6x combined NPV5% of IBW and 50% of Aznalcollar. We also 
account for in-situ valuation for ~17 Mt at ~16% ZnEq valued at C$0.07/lb ZnEq at IBW & Aznalcollar (50%) to account for the 
estimated resource that is not included in our mine model. In addition, we account for corporate adjustments, including our long-
term debt assumption and ITM options and warrants. 

Key Risks to Target Price: Please refer to the risks disclosed in the initiating report dated July 23, 2021. 
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Clarus Securities Equity Research Disclosures 

Within the last 24 months, Clarus Securities Inc. has managed or co-managed a public offering of securities of this company. 
Within the last 24 months, Clarus Securities Inc. has received compensation for investment banking services with respect to the securities 
of this company. 

General Disclosure 

The information and opinions in this report were prepared by Clarus Securities Inc. (“Clarus Securities”).  Clarus Securities is a wholly-
owned subsidiary of Clarus Securities Holdings Ltd. and is an affiliate of such. The reader should assume that Clarus Securities or its affiliate 
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein.   

The opinions, estimates and projections contained in this report are those of Clarus Securities as of the date of this report and are subject 
to change without notice.  Clarus Securities endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.   However, Clarus Securities makes no 
representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein 
and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be 
available to Clarus Securities or its affiliate that is not reflected in this report.  This report is not to be construed as an offer or solicitation to 
buy or sell any security. No part of this report may be reproduced or re-distributed without the written consent of Clarus Securities. 

Conflicts of Interest  

The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of Clarus Securities and its affiliate, which includes the overall profitability of investment banking and related services.  In the 
normal course of its business, Clarus Securities or its affiliate may provide financial advisory and/or investment banking services for the 
issuers mentioned in this report in return for remuneration and might seek to become engaged for such services from any of such issuers in 
this report within the next three months.  Clarus Securities or its affiliate may buy from or sell to customers the securities of issuers 
mentioned in this report on a principal basis.  Clarus Securities, its affiliate, and/or their respective officers, directors or employees may 
from time to time acquire, hold or sell securities discussed herein, or in related securities or in options, futures or other derivative 
instruments based thereon.   

Analyst’s Certification 

Each Clarus Securities research analyst whose name appears on the front page of this research report hereby certifies that (i) the 
recommendations and opinions expressed in the research report accurately reflect the research analyst’s personal views about the 
Company and securities that are the subject of this report and all other companies and securities mentioned in this report that are covered 
by such research analyst and (ii) no part of the research analyst’s compensation was, is, or will be directly or indirectly, related to the 
specific recommendations or views expressed by such research analyst in this report. 

Equity Research Ratings 

Buy:  Attractively valued and expected to appreciate significantly from the current price over the next 12-18 months. 
Speculative Buy:  Expected to appreciate significantly from the current price over the next 12-18 months. Financial and/or operational risk 
is high in the analyst’s view.  
Accumulate: Attractively valued, but given the current market price, is expected to appreciate moderately over the next 12 -18 months. 
Hold:   Fairly valued and expected to trade in line with the current price over the next 12-18 months. 
Sell:  Overvalued and expected to decline from the current price over the next 12-18 months.  
Under review:  Pending additional review and/or information. No rating presently assigned. 
Tender: Company subject to an acquisition bid: accept offer. 
A summary of our research ratings distribution can be found on our website.  

Dissemination of Research 

Clarus Securities’ Equity Research is available via our website and is currently distributed in electronic form to our complete distribution list 
at the same time.  Please contact your Clarus institutional sales or trading representative or investment advisor for more information.  
Institutional clients may also receive our research via THOMSON and REUTERS.   
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