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About us  

 

Avocet  Mining PLC  (óAvocetô or óthe Companyô) is a  West African gold mining and exploration Company . The Company operates 

the Inata gold mine  in Burkina Faso and has exploration projects in Burkina Faso and Guinea.  
 

 

Inata Gold Mine , Burkina Faso  

 

The Inata gold mine  is an open pit gold mine located in no rthern Burkina Faso and has been operational since Avocet completed 

construction in late 2009.   

The Mineral Resource estimate within the Bélahouro group of exploration licences, including the Inata and Souma projects, 

comprises 4.2  million  ounces at a gra de of 1.69 g/t Au, and  includ es an Ore Reserve of  0. 24 million ounces  at a grade of 1.48 g/t 

Au.  Production in 201 5 was 74,755  ounces.  

The Souma project, which is located  approximat ely  20 kilometres east of the Inata processing plant , is being progressed up the 

development curve with the objective of submitting a Mining Licence application as soon as the Feasibility Study has been 

completed. Mineralisation at Souma is quartz hosted, and does not have the same carbonaceous ore types as seen at Inata . Two 

exploitation methods are being evaluated: either treating the high grade ore at Inata, or heap leaching the ore at a standalone  

processing facility at Souma, or a combination of both methods.  

Mineralisation along both the Inata and Souma trends remains open along strike and at depth, and it is anticipated that further 

exploration at both projects will add additional ounces to the Inata life of mine plan.  

Tri - K, Guinea  

 

Tri -K received its exploitation permit in March  2015 from the Guinea Government following t he submission of a Feasibility Study 

in October 2013.  

 

The project is based on the development of the oxide portion of the orebody by way of heap leaching. Since submitting the 

Feasibility Study , further work has been undertaken to re -engineer the project and reduce  capital and operating expenditure 

significantly . The Feasibility Study submitted in October 2013 was based on an Ore Reserve of 480,000 ounces and showed a 7 

year life of mine, producing an average of 55,000 ounces of gold per year.  A new Ore R eserve has not yet been completed.  

  

The Company also intends to review extending the mine life through the exploitation of the 2. 4 million ounces of resources which 

remain beneath the oxide zone of the orebodies by Carbon - in -Leach ( óCILô) or other means.  

 

As part of the  Companyôs business review, Avocet has been seeking appropriate partners for financing, developing and operating 

the project. These discussions are ongoing and Avocet is working to ensure that its financing and project development plans wil l 

allow it to start construction as soon as possible .
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 STRATEGIC REPORT  
 
The Directors present their Strategic Report on the Group for the year ended 31 December 201 5.  
 
The Strategic Report is a requirement of the Companies Act for the year ended December  201 5.  The report provides  a fair 
review of the Company , its performance and the challenges it faces .  
 
The review of the business and operations , including key factors likely to affect the future development of the business,  are  
included in the Chairmanôs statement and Chief Executiveôs statement on page  3 and pages 4 to 5 respectively , and include 
discussions on the key non - financial performance indicators (including tonnes of waste and ore mined and milled, grades, 
recoveries, gold produced , and Lost Ti me Injuries ) . These are also analysed o n page s 22 to 23  under Review of Operation s. 
 
The f inancial review on page s 6 to 9 includes a n analysis of the development and performance of the business of the Company 
during the 201 5 financial year and the position  of the Company at year end. This section includes an analysis of the key financial 
performance indicators in the year (revenues, gross profit, cash costs per ounce, profit before tax, taxation, EBITDA, operat ing 
cashflows , and capex).  
 
The Groupôs Busines s Plan and Strategy are outlined on page 10 , while r isk management and internal controls within the 
business (including the Companyôs viability statement) are outlined  on pages 11 to 13.  In addition, t he key risks and 
uncertainties faced by the business a re set out on pages 14 to 16.  
 
An outline of the Companyôs safety and health performance is summarised on pages 17 to 18. I nformation concerning 
environmental matters,  the Companyôs employees, and social, community and human rights issues are discussed in the 
sustainable development  section on pages 19  to 21.   

 
The Strategic Report, as set out on pages 2 to 21 , has been approved  by the Board .  
 
By order of the Board  
 

 

 

 
 
 
 
 
J Wynn  
Finance Director and Company Secretary  
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CHAIRMANôS STATEMENT 
 
During 201 5, the strategic focus was to optimise cashflow generation at the Inata gold mine, while looking to exploit the upside 
opportunities represented by the Souma deposit in Burkina Faso, and the Tri -K project in Guinea.  
 
The fall in the gold price during the year, together with a series of operational challenges at the mine itself, meant that revenues 
from gold sales at Inata were lower than in 2014 ; however this was to some extent partly mitigated by continued hard -won cost 
reductions. Nevertheless, tight mar gins put pressure on plans to repay supplier credit balances and financial obligations, and at 
times required difficult negotiations  with the mineôs stakeholders.  
 
The continued operation of the mine is testament to the flexibility and adaptability shown not only by Inata staff and 
management, but also by its creditors and wider stakeholders. It is likely that compromises will remain necessary on all side s for 
the remainder of the mine life, as it remains clear that the best way to maximise the repayment o f the mineôs debts is for it to be 
allowed to continue in operation.  
 
One effect of this cashflow shortage was that the programme of drilling and test  work undertaken in respect of the Souma 
deposit during the year was put on hold, and is now dependent on  raising external finance in order to be completed. We believe 
that the funding required for this exercise, which should allow the completion of a Feasibility Study and application for a mining 
permit to be made before the end of 2016, is value -adding, and  likely to be in the interests of all stakeholders.  
 
The award of the mining permit at Tri -K on 27 March 2015 represented a key milestone in the development of that project. 
However, the exercise to raise the finance necessary for the construction of the mine, which is currently estimated to be 

approximately US$60 million, was affected by the downturn experience d by the mining sector globally, as well as by the ebola 
crisis in Guinea.  
 
Many of the traditional sources of mining finance (bank debt and equit y markets) have been particularly averse to financing 
junior mining projects in developing markets, with only those projects with the clearest and most certain returns being funde d. 
Tri -K offers a unique opportunity for investors to participate in what we believe to be a far larger project than the initial heap 
leach outlined in the Feasibility Study , and we continue to target investors who have an appetite for growth combined with a 
tolerance of the specific project and jurisdictional risks.  
 
We hope to b e able to provide further details with regard to the financing of Tri -K, which remains an evolving situation, in due 
course.  
 

At the corporate level, in September, Mike Norris stepped down as Finance Director after more than eight years, and was 

replaced by Jim Wynn, who had previously been Head of Finance and Company Secretary. In addition, at the AGM in May 2015, 

Mike Donoghue stood down as a Director, having joined the Board in 2006. I would like to thank both for their contributions to 

the Company.  

201 5 was undoubtedly another difficult year for Avocet Mining PLC, and many  challenges remain. However the recent rise in the 
gold price, allied with some increase in financing and M&A activity in the sector, give cause for cautious optimism.  
 
 
 
 
 
 

Russell Edey  

Chairman  
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CHIEF EXECUTIVEôS STATEMENT 

201 5  Highlights  

¶ 74,755 ounces produced at Inata  

¶ Costs at Inata reduced in spite of challenging production and cashflow environment  

¶ Economics of Tri -K improved ï capex estimates reduced from US$88 million to US$60 milli on  

¶ No Lost Time Injury ( óLTIô) incidents in 2015 ï nearly 7 million LTI - free man hours by 31 December 2015  

 

Inata Gold Mine , Burkina Faso  

Operations at Inata during 2015 were marked by continuous cashflow pressures, and the need to ensure production levels  were 

maintained in order to generate sufficient gold sales to meet payment obligations.  

 

The m ine produced 74,755 ounces at a cash cost of US$1,05 8 per ounce, compared with 86,037 ounces at US$1,186 per ounce 

in 2014. Realised gold prices fell from US$1, 263  per ounce in 2014 to US$1, 16 7 in 2015. Despite the fall in production, t he mine 

was able to keep cash costs below spot prices .  

 

In December 2014, an illegal strike took place which resulted in the mine being closed for several weeks . By January 2015, the 

plant returned to operation, using stockpiled ore until the mining crews were re -manned and mining operations returned to 

normal during February. This disruption affected gold production , and in particular mining in Q1 2015, resulting in the need to 

adapt the mine  schedule to ensure adequate production was maintained to meet ongoing cashflow requirements.  

 

Pressure on cashflows at the mine was further intensified by lower gold prices in the year. In particular, spot prices fell b elow 

US$1,100 per ounce  in July and again in November.  

 

In September 2015, an attempted military coup took place in Burkina Faso which meant the mine was unable to export gold 

shipments for three weeks. This put pressure on already strained relationships with key suppliers, and  a short term loan of 5bn 

CFA (US$8 million) was negotiated with Coris Bank to ensure the continued delivery of critical  supplies .  

 

Cashflow shortages at the mine affected almost all aspects of operations: the mine schedule developed at the start of the y ear 

had to be revised  in order to source cleaner oxide ore  to meet short - term cash requirements; the lack of available funds for 

maintenance catalysed  innovative , low -cost solutions , which were necessary in order to maintain mining volumes;  managing 

gold recovery levels became difficult as ore types  varied frequently  from oxides to preg - robbing lithologies ; and deliveries of 

critical supplies to site were  at times  delayed as a result of late payment of invoices .  

 

In spite of these challenges, mining volum es of 14.1 million tonnes exceeded 2014 levels (14.0 million tonnes), while plant 

throughput of 1.9 million tonnes was in line with the previous year. Grades varied throughout the year ï during the first half, 

higher grade carbonaceous materials were mined , while in later quarters, lower grade, cleaner ores were used for mill feed. 

Average grades in the year were 1.85 g/t compared to 1.77 g/t in 2014.  

 

Recovery levels  decreased from 79% to 67% year -on-year, due to the increase in metallurgically inferior c arbonaceous ore 

treated  in 2015 .  

 

Souma , Burkina Faso  

 

Exploration activity in Souma during 2015 consisted of additional resource and metallurgical drilling, intended to increase the 

size and improve the understanding of the deposit, which lies 20km due e ast of the Inata mine . 

 

The r esults that have been received to date have been encouraging, and once all assay results have been reported the 

mineralization models will be updated and new resource models generated.  

 

The Company will then look to advance the  project towards a Feasibility Study  in 2016, with the target of submitting an 

application for a mining permit early in 2017.  

 

Tri - K, Guinea  

Following the award of a mining permit for the Tri -K project on 27 March 2015, the Companyôs focus has been to raise finance 

for construction. In spite of unfavourable market conditions, as well as the ebola crisis which affected travel to and from t he 

region for much of the year, progress has been made with a number of parties who are interested in investing in the project .  
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The Government has been kept informed of our progress, and have indicated their ongoing  support for the project.   I hope to be 

able to provide a more substantive update shortly.   

Corporate Review  

As with our operations in West Africa, the Company  has been successful in reducing its cost base at the corporate level. UK head 

office administration costs in 2015 were over 60% lower than in the previous year. Funding for these costs, as well as the 

Companyôs support teams in Guinea and Mali, came largely from loans extended by an affiliate of Elliott Management, Avocetôs 

largest shareholder, which extended loan s totalling almost US$4 million in the year.  

I t is encouraging that the gold price in Q1  2016  has enjoyed a 15% increase and has been sustained over US$1,200 per ounce, 

which has buoyed Inataôs cashflows and enhanced Tri-Kôs economics. In addition, recent M&A deals in the West African gold 

mining space may prove to be early indicators of a return of investor interest in the sector.  

 

 

 

 

David Cath er  

Chief Executive Officer  
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FINANCIAL REVIEW  

 

Financial highlights 1  

Year ended 31 December  
2015   

Audited  
2014   

Audited  

US$000    

Revenue  85,0 38  110,444  

Gross loss  ( 4 ,8 95 )  (19,272)  

Loss from operations  ( 5 2, 518 )  (137,537)  

EBITDA  ( 1 ,9 96 )  (2,231)  

Loss bef ore tax  ( 5 5 ,698 )  (140,135)  

Analysed as:    

Loss before taxation and exceptional items  ( 10 ,550 )  (28,443)  

Exceptional items  ( 4 5 ,148 )  (111,692)  

Loss for the year  ( 49,705 )  (149,788)  

Net cash generated by operations (before interest and tax)  7 ,305  12,095  

Net cash  inflow/( outflow ) 1,0 40  (10,385)  

1 Prepared in accordance with International Financial Reporting Standards.  

 

Revenue  

Group revenue for the year was US$ 85 .0  million compared with US$ 110.4  million in 201 4. The Group sold 72,872  ounces at an 

average realised price of US$1, 167  per ounce during 201 5, compared with 87,425  ounces sold at an average realised price of 

US$1, 26 3 per ounce  in 2014 . The lower revenue reflected  lower gold production in the year, as well as a fall in the average 

realised spot pri ce.   

 

Gross loss and unit cash costs  

The Group gross loss in 201 5 was US$ 4.9 million compared with US$19 .3 million in 201 4, an improvement of US$14.4 m illion . 

The impact of lower gold production and spot prices was offset by a reduction in costs, particul arly in mining, as well as a 

reduction in the depreciation charge in the year following the decision in June 2015 to impair in full the remaining Inata fi xed 

assets .  

 

Unit cash costs at Inata decreased from US$1, 186  per ounce in 201 4 to US$ 1, 058  per ounce  in 201 5.  

The table below reconciles the Groupôs cost of sales to the cash cost per ounce. Further detail is provided in note 4 of the  

financial statements.  

 

Year ended 31 December  
201 5  

US$000  
201 4 

US$000  

Cost of sales  89,933  129,716  

Depreciation and am ortisation  ( 5, 374 )  (23,614)  

Changes in inventory  ( 5, 895 )  (895)  

Adjustments for exploration expenses and other costs not directly related to production  426  (3,172)  

Cash costs of production  79, 090  102,035  

Gold produced (ounces)  74,755  86,037  

Cash cost p er ounce (US$/oz)  1, 058  1,186  

 

Loss before tax  

The Group reported a loss before tax of US$ 55.7 million in the year ended 31 December 201 5, compared with a loss of 

US$14 0.1 million in the year ended 31 December 201 4. 

In 201 5, the Group recognised a number of impairments in relation to its  mining and exploration assets. The assets of Inata 

were impaired by a total of US$ 45.1 million  (2014: US$105.5 million)  during the year,  primarily  as a result of lower gold prices, 

and changes in production assumptions whi ch had the effect of shortening the mine life and reducing the expectation of cash 

generation.   
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Before exceptional items, the loss before tax for the year ended 31 December 201 5 was US$10.6  million compared  with a loss of 

US$28.4  million for the year ende d 31 December 201 4. 

 

Taxation  

The Group reported a  credit in the tax expense  line  in the income statement of US$ 6.0  million in 201 5 (201 4:  tax charge  US$9.7  

million), analysed as follows:  

Year ended 31 December  
201 5  

US$000  
201 4 

US$000  

Inata, Burkina Faso  ( 6,012 )  9,641  

Avocet Mining PLC, UK  1 9  12  

 ( 5 ,993 )  9,653  

 

The 201 5 tax credit  in Burkina Faso included the release  of a US$3.1 million  provision in respect of a tax assessment undertaken 

in 2012 covering the years 2009 -2011 , following an agreement rea ched with the Burkinabe tax authorities in the year.  

  

The 2015 tax line also includes the release of a US$3.1  million deferred tax provision in respect of interest tax ( óIRVMô) that 

would be due on settlement of loan interest invoices payable by the Comp anyôs Burkinabe subsidiary, Société des Mines de 

Bélahouro SA ( óSMBô). This provision was released on the basis that the Company no longer expects these balances to be settled.   

 

EBITDA  

EBITDA represents operating profit before depreciation/amortisation, interest and taxes, as well as excluding any exceptional 

items in the period. It is not defined by IFRS but is commonly used as an indicator of the underlying cash generation of the 

business.  

 

EBITDA improved  from a loss of  US$2.2  million in 201 4 to a loss  of US$ 2.0  million in 201 5. This reflect ed the movements 

described above in respect of the gross loss, with the exception of depreciation, which is excluded from EBITDA, as well as 

reflecting a reduction in head office and corporate costs of some US$4.1 mi llion compared with 2014 . 

 

A reconciliation of  Loss before tax and exceptionals to EBITDA is set out below:  

 

Year ended 31 December  
2015   

US$000  
2014  

US$000  

Loss before tax and exceptionals  ( 10 ,550 )  (28,443)  

Depreciation  and amortisation  5,374  23,614  

Exchange gain s ( 3 ,136 )  (5,856)  

Finance income  ï (2)  

Finance expense  6, 316  8,456  

EBITDA  ( 1 ,996 )  (2,231)  
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Cash flow and liquidity  

A total cash inflow  of US$ 1.0  million was reported for the year ended 31 December 201 5. Net cash generated by operating 

activ ities  (before  interest and tax)  totalled US$ 7.3  million, while capital expenditures amounted to US$3.8  million.  

Financing during the year represented an in flow of US$ 1.8  million includ ing  the loan repayments  of US$ 10.2 million to Ecobank,  

finance lease pa yments of US$0. 4 million, and proceeds from debt of US$3.9 million from Manchester Securities  Corp  (an 

affiliate of Elliott, Avocetôs largest shareholder) and US$8.5 million from Coris Bank.   

A summary of the movements in cash and debt is set out below:  

 2 015  2014  

 
Cash  

US$000  
Debt  

US$000  

Net Cash/  
(Debt)  

US$000  
Cash 

US$000  
Debt  

US$000  

Net Cash/  
(Debt)  

US$000  

At 1 January  4,816  ( 66,203 )  ( 61,387 )  15,201  (76,475)  (61,274)  

Net cash generated by/(used in) operating activities  3,038  ï 3,038  5,208  ï 5,208  

Def erred exploration costs  ï ï ï (28)  ï (28)  

Property, plant and equipment  ( 3,793 )  ï ( 3,793 )  (11,613)  ï (11,613)  

Net loan repayments  2,222  (2,222)  ï (4,371)  4,371  ï 

Other movements including foreign exchange  (427)  2,365  1,938  419  5,901  6,320  

At 31 Decembe r  5,856  (6 6,060)  ( 60,204 )  4,816  (66,203)  (61,387)  

 

Included within cash at 31 December 201 5 was US$ 3.9  million of restricted cash (31ЃDecember 2014: US$ 4.2 million), 

representing a US$2.1 million debt service reserve account  held in relation to the Ecobank loan (201 4: US$2. 3 million), and 

US$1. 8 million (201 4: US$1. 9 million) relating to amounts held on re stricted deposit in BurkinaЃFaso for the purposes of 

environmental rehabilitation work, as required by the terms of the Inata mining licence.  

 

Company debt at 31 December 2015 consisted of US$22.5 million owed to Manchester Securities  Corp , US$35.2 millio n due to 

Ecobank, and US$8.5 million due to Coris Bank. The Manchester loan, of which US$18 million is secured over the Companyôs 

Guinean assets, is owed by Avocet Mining PLC (the parent Company ), while the Ecobank and Coris loans, which are secured over 

various assets of the Inata mine, are owed by SMB in Burkina Faso.  

 

Depreciation  

The Groupôs depreciation charge decreased from US$ 23.6  million in the year ended 31  December 201 4 to US$ 5.4  million in the 

year ended 31 December 201 5. This decrease is primar ily the result of the impairments applied to the fixed assets in Burkina 

Faso, which were fully written down at the half -year .  

Year ended 31 December  
201 5  

US$000  
201 4 

US$000  

Inata  5 ,374  23,614  

Other  ï ï 

 5,374  23,614  
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Capital expenditur e 

The Groupôs capital expenditure in the year was US$3.8  million analysed as follows:  

 201 5  2014  

Year ended 31 December  

Deferred 
exploration  

US$000  

Property, 
plant and 

equipment  
US$000  

 Total  
US$000  

Deferred 
exploration  

US$000  

Property, 
plant and 

equipmen t 
US$000  

 Total  
US$000  

Inata gold mine (Burkina Faso)  ï 3,76 5  3,76 5  ï 11,613  11,613  

Tri -K project (Guinea)  ï ï ï 28  ï 28  

Head office (UK)  ï 28  28  ï ï ï 

 ï 3 ,7 9 3  3 ,7 9 3  28  11,613  11,641  

 

Capital investment both in property , plant and equipment and in ex ploration activity was reduced compared with 201 4 in order 

to conserve cash. Capex during the year mainly related to the completion of the second tailings management facility, and 

upgrades and refurbishments to mining plant and equipment .  

Non - financial Key  Performance Indicators ( óKPIs ô)  

The Companyôs non-financial KPIs primarily relate to gold production  (see Review of Operations pages 22 to 2 3) and safety at 

the mine (see p age 17 to 18  for further details).   

 

 

Jim Wynn  

Finance Director  
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BUSINESS MODEL AN D STRATEGY  

 
Business model  
 
Avocetôs business model is based on finding resources, developing them to production and generating value through operational 
performance. This benefits not only shareholders, but also a wide range of stakeholders, who grant Avo cet the social licence to 
operate.   
 

¶ Exploration and development ï effective mineral resource development allows further ounces to be brought into the life 
of mine plan of existing assets and new projects to be added to the Companyôs portfolio of operations.  Successful 
exploration carried out at a below industry -standard discovery cost.  

¶ Operational results ï continuous improvement at mining operations, delivery against production and cost targets, 
responding as required to operating challenges  

¶ Value ï economic value generated from operation assets distributed amongst stakeholders including investors, 
governments, employees and local communities  

¶ Social Licence ï maintaining a social licence among our stakeholders enables us to continue operations and expand  the 
Companyôs reach in discovering new ounces in existing and new territories 

Business Strategy  

 
The strategy of Avocet remains to develop its asset base in order to maximise value for its shareholders. In view of the fina ncial 
constraints under which the  Company has operated in recent times, along with much of the global mining sector, the Board of 
Avocet Mining PLC also acknowledges that the interests of the Groupôs creditors must also be met in the first instance.  
 
The Inata gold mine has now been in o peration since December 2009. As its mining plan has advanced, pits have become 
deeper, ores harder and less weathered, with lower grades and recoveries and more challenging metallurgy, and consequently 
production levels have fallen. This has meant that th e primary challenge has been to ensure cashflows remain sufficient to meet 
the mineôs ongoing obligations, including its creditors. Lower gold prices and ongoing production challenges have made the 
meeting of these obligations difficult, and given the shor t remaining mine life at Inata, the continued solvency of the operation is 
likely to depend on the support of its creditors (both trade and financial). Avocetôs primary strategic objective with Inata is to 
ensure the fullest possible repayment of creditors .  
 
Avocet also holds a number of exploration licences in Burkina Faso and Guinea. It is the Companyôs strategy to look for ways to 
develop these assets in order to generate value for the Groupôs shareholders and other stakeholders. Of the licences in Burkina 
Faso, the Souma deposit is the most advanced, and discussions are underway to secure  finance to ensure  the work can be 
completed in 2016 to allow an application to be made for a mining permit by the end of the year. In Guinea, since the award o f 
an exp loitation permit (mining licence) at Tri -K, the Companyôs key priority has been to identify finance and operating partners 
to ensure construction commences as soon as possibl e. 

2 016 Business Plan  

 
The 201 6 Business Plan includes the following key objective s:  
 

¶ Inata ï manage the Inata gold mine to maximise cashflows, while operating within the safety and compliance standards 
set by the Group  

¶ Tri -K ï conclude project development plans  and secure investment that will allow construction of a mine to commence 
as early as possible  

¶ Souma ï raise funding to initiate a Feasibility Study  and the process of applying for a mining licence  
¶ Head Office -  secure longer term funding to allow the Company to meet all ongoing corporate obligations  
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RISK MANAGEMENT AND INTERNAL  CONTROL  

 
VIABILITY STATEMENT  

 

Changes to the UK Corporate Governance Code section C2 were introduced in 2014, and set out a number of additional reporting 

and disclosure obligations in relation to the management and assessment of risks that are relevant t o the viability of the 

Company. These changes apply to years commencing on or after 1 October 2014, and are therefore applicable to this Annual 

Report.  

 

Principal risks facing the Group  

 

The Board considers the key risks facing the Group to be those set o ut in the section Principal Risks and Uncertainties  on pages 

14 to 16 . The Board monitors these risks regularly and on an ongoing basis, not only at Board and Committee meetings , but 

through ad hoc meetings and telephone discussions, as well as emails and update reports from senior management.  

 

Period over which v iability has been assessed  

 

Guidelines issued in conjunction with the updated UK Corporate Governance Code include the strong recommendation that 

Boards consider the viability of their Companies over periods considerably longer than the 12 month term used for assessment of 

the Going Concern basis ( see note 1 to  the accounts).  

 

It is indisputable that the ability of the Company to continue as a Going Concern for a 12 month period, let alone any lo nger 

term, is, and has for some time, been a serious concern. The Board are acutely aware of this fact, and have devoted a 

considerable amount of time to the discussion of the relevant issues, risks, and the appropriate responses and mitigating act ions.  

 

Under normal circumstances, a mining Company  in possession of one or more operating assets would view the length of the life 

of mine for those assets, and possibly longer, as an appropriate timeframe over which to consider the risks to the liquidity and 

vi ability of the Company .  

 

However in Avocetôs current circumstance, the threats to its solvency are more immediate. The risks considered most relevant to 

the consideration of the Companyôs viability over the next 12 months, which are addressed in detail in note 1 to the Financial 

Statements, are set out below:  

 

Continued financial support from Elliott  

 

Avocet Mining PLC owed, at 31 March 2016, US$23.9 million to an affiliate of Elliott Associates. These loans, which were made  to 

fund the Tri -K Feasibility S tudy  and ongoing administrative and corporate costs, are repayable on demand.  

 

However, the most likely means for these loans to be repaid, or restructured, is as part of a financing arrangement with a th ird 

party with respect to the Tri -K project.  

 

In a ddition, the Company is likely to rely upon short - term funding from Elliott for its corporate and administrative costs in Guinea 

until such time as a financing deal has been concluded with regard to Tri -K. Such a deal may take some time to conclude.  

 

Prov ided Elliott remain confident that discussions regarding Tri -K remain positive and are likely to lead to a favourable  outcome 

with regard to their loan, the Board believes that Elliott have every reason to remain supportive.  

 

Should Elliott request the re payment of these loans, or withhold the provision of short - term loans to cover corporate costs until 

such time as a restructuring of the loans is achieved, the Company would be obliged at short notice to seek alternative fundi ng, 

which would be a considera ble challenge.  

 

Ability to secure financing for Tri - K 

 

Since 2013, the Company has been actively pursuing funding for its Tri -K project in Guinea. A Feasibility Study  for this project 

was submitted in September 2013, which outlined a heap leach operation with a capex of approximately US$88 million. Since 

then, work has been undertaken to revise the design of the project with the result that the capex estimation has now reduced to 

approximately US$60 million.  

 

A mining permit for the project was awarded on  27 March 2015.  

 

Financing discussions in 2014 and 2015 were made more challenging by the slump in the mining sector, which resulted in many 

institutions restricting their focus to larger and more profitable projects, frequently in jurisdictions with a lo wer perceived risk. In 

addition, the ebola crisis in West Africa meant that potential investors were unable or unwilling to undertake site visits ne cessary 

for their due diligence procedures.  
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Nevertheless, interest in the project picked up in the latter  part of 2015 and into 2016, buoyed by an increase in the gold price.  

 

At the present time, the Company is in discussions with a number of parties who are interested in investing in the project, a nd 

bringing it into production. The precise nature of the i nvestments under discussion varies, and all aspects remain subject to 

negotiation.  

 

However, until a deal has been formally concluded with a preferred financing partner, there can be no guarantee that the Tri -K 

project will be funded.  

 

Loss of Tri - K permi ts  

 

Under the terms of the Guinean Mining Code, if the holder of a mining permit has not commenced construction activity within 1 2 

months of the award of the permit (ie by 27 March 2016), it can be liable to penalties commencing at US$100k per month. If 

such activity has not commenced within a further six months, then the permit may be withdrawn by the government.  

 

The Company has held a number of meetings with senior members of the Guinean government, at which extenuating 

circumstances were discussed (nota bly the bear market for mining finance, and the ebola crisis in Guinea).  

 

Nevertheless, if the securing of financing for the project is not secured, then there is a risk that the Government of Guinea  will 

apply penalties (which may in itself discourage in vestment in the project), and may ultimately withdraw the permit.  

 

Moreover, any deal involving the external financing of the project will require the approval of the Guinea Government ï not only 

if such proposals involve alterations to the construction p lan, but also because any material change in ownership requires 

approval under the terms of the Mining Code.  

 

Based on the discussions held with interested parties as well as senior Government representatives, the Board has a reasonabl e 

expectation that, p rovided financing terms can be agreed upon, the Government is likely to be sympathetic to proposals that 

result in a mine being constructed at Tri -K of at least the scale and economics outlined in the Feasibility Study . 

 

Gold price  

 

The profitability of bo th the Tri -K project and the Inata gold mine (including surrounding deposits) depend on the gold price.  

 

The NPV 16  of the Tri -K project, based on the latest financial results, indicate that a break -even gold price would be around 

US$1,050 per ounce, with every subsequent increase of US$50 per ounce adding around US$8 million in value.  

 

The cash costs at Inata during 2015 and into 2016 have ranged between US$1,000 and US$1,100 per ounce, therefore a modest 

fall in gold prices from current levels would resu lt in margins becoming extremely tight, which would make the servicing of the 

mineôs debts and creditors challenging.  

 

The rise in the gold price since January 2016, however, has given cause to believe that the decline in spot prices seen betwe en 

2012 and  2015 may be at an end. In financial forecasts, the Company uses US$1,200 per ounce. The Board believe this to be a 

reasonable long term price , in line with market consensus forecasts.  

 

Nevertheless, it remains clear that a sustained fall in the gold price  would put severe pressure on the operations at Inata, and 

would also threaten the economic viability of the Tri -K project ï as well as the Avocet Group  as a whole.  

 

Support from Inataôs creditors 

 

The Inata gold mine at the end of March 2016 had approxim ately US$ 34  million in trade creditors, and a further US$ 44  million in 

bank and other debt facilities. Many of the balances owing to suppliers are overdue, and the mine has faced a number of 

demands to bring balances within credit limits.  

 

There can be no  guarantee that one or more creditors might not refuse to allow critical supplies to be delivered to the mine, or 

might otherwise initiate legal action that could disrupt operations.  

 

However, Inataôs management have spent a considerable amount of time discussing the mineôs predicament with key suppliers, 

pointing to the fact that the best means to ensure creditors are repaid is to allow supplies to continue to be made, and for the 

mine to produce gold.  

 

The recent uptick in gold prices, together with imp roved production plans and lower operating costs, are clearly encouraging 

signs for the mineôs creditors and wider stakeholders.  
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Souma permit  

 

The future of the Inata gold mine beyond 2018 will rely upon the successful completion of a Feasibility Stud y for the Souma 

deposit, located 20km north -east  of the Inata plant.  

 

The work needed to complete the study, which is expected to cost between US$5 -7 million, must be completed in order for an 

application for a mining permit to be submitted by July 201 7.  

 

The Company is currently in negotiation with its financiers with regards to the funding of this activity. However, until any 

financing package is negotiated, there can be no guarantee that this funding will be made available.  

 

Longer - term Viability  

 

Alth ough the Directors do not believe they can provide a meaningful assurance as to the viability of the Company beyond the 12 

month period covered by the Going Concern review, the Board does nevertheless continue to review plans for the operation 

Company over  the longer term.  

 

Such reviews include the following:  

-  The requirement for management to produce Life of Mine Plans for Inata and Tri -K to cover the full periods of production 

of those mines (currently three years and five years respectively)  

-  Review o f exploration options within existing permits, which might further extend production  

-  Consideration and discussion of financial restructuring scenarios to safeguard the Companyôs liquidity beyond the near 

ter m 

-  Longer - term views on commodity prices (nota bly gold and oil)  
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PRINCIPAL RISKS AND UNCERTAINTIES  

 

The Board of Avocet Mining PLC has identified the risks in the table below as being those that are most likely to have a material 

impact on the prospects of the Company, based on their knowledge of the  economic and other exogenous factors likely to affect 

the liquidity and continued operation of the Company and its assets, as well as their experience in the type of issues that 

specifically affect mining operations.  

 

Risk  Comment  Business 
Impact  

Mitigat ion  

Continued 

financial 

support from 

Elliott  

The Compan y has a debt owing to an 

affiliate of Elliott Associates which is 

repayable on demand. If Elliott were to 

invoke that demand, it is unlikely that the 

Company would be able to source funds in 

the short  term to meet this repayment 

obligation, and would therefore become 

insolvent.   

 

Furthermore, the Company has been reliant 

on loan funding from this affiliate in order to 

continue operating, and this reliance is 

likely to continue until such time as a 

refi nancing of the Group is concluded. Were 

such financing to be withheld, the Company 

would fin d it a challenge to find additi onal 

financing necessary to continue in 

operation.  

High  The continued support of Elliott as a shareholder, 

but also, through its aff iliate, as a lender, 

remains subject to progress being made with 

regard to the financing of the Tri -K project in 

particular (over which Elliott hold security).  

 

The Company remains in constant 

communication with this lender, and as recently 

as April  2016 secured  further financing for its 

corporate activities.  

 

 

 

Ability to 

secure 

financing for 

Tri -K 

The Company requires funding totalling 

US$60 million in order to finance the 

construction of the Tri -K project in Guinea. It 

is currently in discussions with  a number of 

potential partners in this regard.  

 

 

In the event that such negotiations do not 

succeed in a timely manner, then there is a 

risk that the Guinean authorities would 

withdraw the permit, which in turn might 

trigger a repayment demand from Ellio tt.  

High  Financing mining projects in Guinea was highly 

challenging during 2015, particularly given the 

context of the ebola crisis; however the 

improved gold price and more benign conditions 

in the financial markets in 2016 , together with 

the end of the ebola crisis, have led to an 

increase in interest in Tri -K.  

 

The Company is in discussions with a number of 

parties with regard to financing the project.  

Loss of Tri -K 

permits  

Under the Guinea Mining Code, construction 

activity should start within 12 mo nths of the 

award of a mining permit in order to avoid 

penalties. The Code also states that failure 

to commence construction within 18 months 

of this date would allow the Government the 

right to withdraw the permit entirely.  

 

The loss of the Tri -K mining permit might 

trigger a repayment demand from Elliott.  

High  The Company has discussed the prevailing 

unfavourable conditions for raising mining 

finance, as well as the specific challenges for 

projects in Guinea (including the ebola crisis), 

with the Guinean  government (including the 

Minister of Mines).  

 

While no binding assurances have been made, 

the Company believes the Guinean authorities to 

be sympathetic to these issues.  

 

In addition, the recent changes to the Cabinet in 

Guinea give cause to believe th at the 

Government is eager to prove itself to be a 

mining - friendly jurisdiction, in order to secure 

the inward investment needed to develop its 

considerable resources.  
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Risk  Comment  Business 
Impact  

Mitigat ion  

Gold price  The gold price is a key element in 

determining sales income for the Inata gold 

mine (and therefore its continued viability), 

but also the attractiveness of both the Tri -K 

and Souma projects to new investors.  

A fall in the gold price to approximately 

US$1,000 or lower is likely to mean that 

Inata, Tri -K and Souma are not 

economi cally viable, and therefore the 

Company itself could not continue.  

High  The Board has no control over the gold price, so 

limited mitigating action is possible.  

 

Some financing packages might include an 

element of hedging, but the Board believes that 

the value for Tri -K and Souma in particular 

depend to a large extent on the upside offered in 

the event that the gold price continues to rise, 

and therefore hedging against the downside 

might remove this attraction.  

Adverse action 

undertaken by 

key suppliers  

and creditors 

of Inata  

The Inata gold mine has bank and trade 

creditors of over US$7 5m. The mine is 

committed to reducing these amounts as 

quickly as its cashflows allow.  

 

However in many instances, suppliers and 

financiers have demanded repayments that 

cannot be met by the cashflows of the 

operations, and negotiations have been 

necessary.  

 

In the event that one or more major 

creditor insists on full repayment in a 

timeframe that the cashflows of the mine do 

not permit, it is possible that that creditor 

might take legal recourse, which may lead 

to the insolvency of the Inata gold mine.  

 

It is also possible that if a supplier withholds 

the delivery of items critical to the operation 

of the Inata gold mine (such as fuel, 

reagents, explosives, etc), then th e mine 

may not be able to continue in operation.  

High  At prevailing gold prices and current production 

forecasts, the Inata gold mine continues to 

operate at a positive margin, which means that 

it will make a contribution to the repayment of 

its creditors.   

 

It is therefore in the interests of all creditors (as 

well as stakeholders) that the mine continue s in 

operation in order to achieve this.  

 

If the mine were to close as a result of such 

legal action, it is likely that the prospects for 

repayment for th e creditors would be 

considerably worse.  

 

Mine management, supported by head office, 

remain in constant communication with key 

creditors in this regard.  

 

 

Loss of Souma 

permit  

If financing cannot be sourced for the 

Souma project, it is possible that the  legal 

entity that owns the exploration permit in 

which Souma sits might not be able to 

continue as a solvent entity.  

Moderate  The Company is in discussion with a number of 

parties interested in financing Souma.  

 

However, the liquidity of the parent orga nisation, 

Avocet Mining PLC, is not dependent on the 

Souma project, which represents value upside 

rather than a critical factor for the viability of the 

Group .  

Operating 

issues at Inata  

The Inata gold mine has faced, and 

continues to face, a number of op erating 

issues.  

 

These have included mechanical reliability of 

its mining fleet and plant; metallurgical 

uncertainty of its orebody; pit wall stability; 

strikes and staff relations; and maintaining 

timely delivery of supplies .  

 

Any one, or a combination of these, might 

lead to Inata becoming loss making, at 

which point it would become necessary to 

close the mine in order to prevent further 

losses being incurred.  

High  In spite of challenging circumstances, the Inata 

team remains committed to dealing with the 

challenges that arise, as well as planning against 

foreseen difficulties in the future.  

 

In the event of the mine closing as a result of 

these matters, the consequences would be 

negative for Inataôs stakeholders ï including its 

creditors, employees an d suppliers.  

 

However, the liquidity of the parent organisation, 

Avocet Mining PLC, is not currently dependent on 

Inata.  
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Risk  Comment  Business 
Impact  

Mitigat ion  

Civil unrest 

and terrorism  

Recent events in Burkina Faso and 

elsewhere in West Africa have underlined 

the increased risk of terrorist  and similar 

incidents to foreigners and to foreign -owned 

assets.  

 

Moderate  The Company has increased its security 

arrangements both in Ouagadougou, on site, and 

for transit between the two.  

 

The chief objective for this is to safeguard the 

mineôs staff, those of  contractors/suppliers, and 

the Companyôs assets.  

 

However it remains a possibility that a terrorist 

action, or the threat of such an action, might 

make the continued operation of the mine 

unsafe. Under such circumstances, it may be 

necessary to  close the mine.  
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SAFETY AND HEALTH  

 

Avocet is committed to providing a safe, healthy and sustainable environment for all its  employees, contractors, visitors and 

neighbours. The Company  actively strive s to identify and manage the potential direct and indirect effects of all its  activities.  

 

During 2015 , the Company  continued its  successful harmonisation of Safety, Health and Environment teams at Inata into a 

single department. This included both cross - training of team members as well as the merging of the management systems, to 

provide a joined -up Safety, Health and Environment ( óSHEô) service to all activities at Inata.  

 

At the Inata Gold Mine, safety and health governance is directed by the Management Safety Committee which meets regularly to 

lead all  aspects of safety, health and environment , ensuring ongoing compliance with both Burkina Faso law as well as 

international best practice.  Group safety, health and environment is the  ultimate responsibility of the Avocet Mining PLC Board  

Safety, Health, En vironment and Community (óSHECô) Committee . 

 

 

Safety focus  

 
The workforce of Avocet continued to deliver a world -class safety performance and 2015 was the second full calendar year 

without a Lost Time Incident ( óLTIô). The end of the year saw the Company  reach 823 LTI - free days which equated to 6.76 

million hours. This achievement is especially satisfying as early in the year , it was necessary  to recruit a large number of new 

employees to replace those lost as a result of the strike at the end of 2014. All the new starters were thoroughly inducted , and 

although 2015 was not an  incident - free year , no serious injuries occurred  either . 

 

However operations teams have not been resting on their  laurels . The Company has continued and will  continue to make the 

safet y of the  workforce a priority. Through worker, supervisor and management focus , the Company s t r ive s to make this 

aspiration a reality. During 2015 , general and targeted safety training  were continued,  along with safety, health and 

environment inspections , and the following were  completed:  

 

ï 1,682 induction or specialist training sessions for SMB staff, contractors, and visitors including annual refresher training  

ï 173 unannounced workplace inspections, involving both workers and management, designed to assess  compliance with 

safety best practices and policies, and where appropriate, identifying corrective action plans  

ï 159 safety meetings, attended by workers, supervisors and management, including contractors ô representatives, which 

provide a forum at which ong oing and emerging issues and concerns can be discussed, and solutions discussed and 

developed  

ï 89 individual First Aider training  sessions  

ï 12 Occupational Safety and Health Committee meetings and 12 management workplace walkabouts  
 
 
 

In addition to these ge neral safety meetings and inspections, the following programmes continued throughout the year to reduce 

risk in areas where specific hazards have been identified:  

 

ï Fire drills, particularly around flammable materials such as the fuel storage area  

ï Fire prev ention and fighting training delivered by the National Fire Brigade  

ï Driver training, focussing on both defensive and offensive driving techniques  

ï Emergency Response Team training, focusing on first aid and basic firefighting techniques  

 

 

Health focus  

 

The ongoing battle against Malaria was again the core focus of the medical teamsô activities in 2015, working with the 

environment team to reduce mosquito populations and our malaria incidence rate. Managementôs control strategies included the 

continuation of the  Internal Residual Spraying (IRS) regime but using a different insecticide to 2014  to prevent the development 

of insecticide resistance in the mosquito population, as well as fogging around accommodation camps and in local villages. 

Individual preventat ive actions were also reinforced through a poster campaign and tool box talks.  

 

Despite the mosquito control measures total cases (542) were higher than in 2013 (349) and 2014 (513).  An overwhelming 

majority of the cases were diagnosed in the  rotational n ational workforce who split their time between the mine site or 

administration office ( where mosquito control measures  can be implemented),  and their own homes (where we cannot ) . 2015 

also saw very high rainfall and, importantly, a high number of individua l rain events which meant that mosquito breeding sites 
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remained viable for long periods which certainly contributed to the high number of cases.  
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SUSTAINABLE DEVELOPMENT  
 

 
Environmental Focus  

 

Robust environmental monitoring remains the cornerstone to ensuring  we  deliver on  environmental compliance obligations . The 

Company monitor s a wide range of environmental parameters including water quality, air quality, noise and vibration (during 

blasting) to evaluate potential impacts.  Comprehensive monitoring recorded no exceedances of our statutory or self - imposed 

targets in 2015. Similarly, no adverse impacts related to blasting have been recorded around Inata.  

 

Additional samples were also analysed to continue to develop a baseline dataset for the Souma Project environmental 

assessment. Throughout the year no analytical results were above target values and management  continue to be confident that 

operations are having no adverse impacts on water quality.  

 

During 2015 , a major review and revamp of Inata waste management practices  was conducted , and through a series of 

initiatives , significant improvements in both none -process waste collection and management  have  been  made . Waste recycling 

has increased through improved segregation and selection at source, coupled with increased resale of reusable/recyclable waste 

through the  Fondation Avocet pour le Burkina (óFABô), which helps to fund community projects.  

 

 

Greenhouse gases  

 

Almost all of Avocetôs emissions of CO2 derive from its consum ption of diesel, which is used as the fuel for the mining and 

auxiliary fleet, and in the generators used to generate electricity for the processing plant and site. The production of CO 2 is 

estimated using standard CO 2 production rates per litre of diesel fuel consumed.  

 

In 2015, the Inata mine produced 13,795 tonnes of CO 2, or the equivalent of 0.18 tonnes per ounce of gold produced. The 

following table, which shows the equivalent results over the previous five  years, indicates a gradual increase in the q uantity of 

CO2 emitted on a per ounce basis, which can be attributed primarily to longer haul distances as we mine reserves at some 

distance from the plan . 

 

 
2010  2011  2012  2013  2014  2015  

CO2 emissions (tonnes)  
           

12,602  
           

16,369  
           

20,006  
           

19,347  
           

13,398  13,795  

Gold produced (oz)  
        

137,732  
        

166,744  
        

135,189  
        

118,443         86,03 7  
          

74,755  

CO2 production rate (tonnes per oz)  
               

0.09  
               

0.10   
               

0.15  
               

0.16  
               

0.16  
               

0.18  

  

 

Community engagement  

 
Since 2010, Avocet has used FAB to act as the vehicle for its community based projects in Burkina Faso. FAB is governed by 
representatives of Av ocet, Avocetôs local subsidiary SMB and local community leaders. Inataôs Community Relations department 
manages the day to day running of FAB.  

 

The primary focus of FABôs activities in 2015 was on three areas: community healthcare, education, and potable water. Within 

these focus areas were the following key activities:  

 

Community healthcare  

¶ Construction of a dispensary and pharmaceutical store, with shower and latrine facilities  

¶ Construction of a maternity unit  

¶ Completion of an additional hospital unit  

 

Education  

¶ Construction of a literacy education hall  

¶ Establishment of electricity supplies to classrooms in six villages deemed to be directly impacted by mining activities.  

 

Potable water  

¶ Repairs and reinstatement of four water pumps  

¶ Installation of two n ew borehole wells in local communities  

 

These facilities are expected to provide clean drinking water for approximately 1,800 members of the local communities.  

 

 

 

 




