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Offer for Petaquilla 
Inmet announced that it intends to make an all-cash offer for all of the outstanding common shares of 
Petaquilla Copper Ltd. (PTC-TSX) at a price of $2.00 per share. The offer represents a 108% 
premium to the closing price of the Petaquilla Copper common shares on the Toronto Stock 
Exchange as at 4 July 2008, the last trading day immediately prior to announcement of the offer, and 
a premium of 85% to the 20-day volume weighted average price as at the same date. The offer 
represents a value of $345m based on the closing price of the outstanding shares, the warrants are 
out of the money. Inmet had $906m in cash and $349m in debt at the end of 1Q08.  

In connection with the offer, Inmet has entered into a lock-up agreement with certain institutional 
shareholders owning 15,079,000 Petaquilla Copper common shares, or 9.38% of the Petaquilla 
Copper issued and outstanding common shares, under which such shareholders have agreed to 
tender their common shares to the Offer. 

Fig 1 Key elements of Inmet’s bid for Petaquilla Copper 
 
Element
Offer Price C$2.00 per share in cash

Total equity purchase price of approximately C$345 million
Premium 108% premium to closing share price as at July 4, 2008

85% premium to 20-day VWAP as at July 4, 2008
Key Conditions Minimum 50.1% tender on a fully-diluted basis

Necessary regulatory clearances
Absence of any material adverse change

Timing Offer and take-over bid circular to be mailed as soon as possible
Offer will remain open for at least 35 days

Lock-up Certain institutional shareholders owning 15,079,000 Petaquilla Copper
common shares, or 9.38% of shares oustanding, have agreed to lock-up  

 
Source:Company Reports, Macquarie Research, July 2008 

 

The project 
Petaquilla Copper has a 52% interest in the Petaquilla Copper project in Panama, with Inmet holding 
48% and Teck earning a 26% interest from Petaquilla for funding 52% of the project. Upon the start 
of production, Petaquilla Copper would therefore own a 26% interest in the project and would repay 
Teck for its share of construction expenditures + interest out of its cashflows. As a result of a 
successful transaction, Inmet’s interest in the deposit would increase from 48% to 74%.  

The Petaquilla deposit is relatively low grade; based on a 0.35% Cu cut-off, the project has reserves 
of 1.98bn tonnes grading 0.47% Cu and 0.10 g/t gold, with silver and molybdenum, and a total 
resource of 2.53bn tonnes grading 0.46% Cu and 0.08 g/t gold with silver and molybdenum. The total 
resource represents 25bn pounds of copper and 6.4m ounces of gold in situ.  
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Fig 2 Reserves and resources for Petaquilla copper project 
 

Reserve Category Tonnes Cu Au Copper Gold 
(m) (%) (g/t) (M lbs) (M oz)

Proven & Probable 1,795 0.48 0.09 18,877 5.0
Possible 180 0.43 0.08 1,707 0.5

Total Reserves 1,975 0.47 0.10 20,584 5.4
*Cutoff grade of 0.35% Cu

Resource Category Tonnes Cu Au Copper Gold 
(m) (%) (g/t) (M lbs) (M oz)

Measured & Indicated 2,086 0.47 0.08 21,364 5.5
Inferred 440 0.43 0.07 4,162 1.0

Global Resource 2,526 0.47 0.08 25,526 6.4
*Cutoff grade of 0.35% Cu  
 
Source:Company Reports, Macquarie Research, July 2008 

 

The front end engineering study announced in February 2008 had a capital cost of $3.5bn, $0.85/lb 
cash costs in years 1–10 (based on by-product credits with a gold price of $500/oz and $6.50/lb 
molybdenum price), a 23-year mine life, for a 120,000 TPD operation producing an average of 
233,000 t of copper, 87,000 ounces of gold and nearly 2,700 t of molybdenum. The project, which 
needs port and power infrastructure, would take 44 months to build – which means that it would 
probably not be in production until 2013 or later.  

Fig 3 Operating and cost parameters for Petaquilla copper project 
 
Operating parameters
Life of mine Years 23+
Production rate TPD 120,000
Copper production Tonnes 233,000
Gold production Tonnes 87,000
Molybdenum production Tonnes 2,680

Cost parameters
Cash costs per lb Cu US$ 0.85
Port infrastructure costs m US$ 280
Power infrastructure costs m US$ 500
Contingency costs m US$ 515
Concentrator construction m US$ 2,205  
 
Note: Copper Cash costs are net of gold and molybdenum by-product credits 

Source:Company Reports, Macquarie Research, July 2008 
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Valuation of the offer and significance to Inmet 
Petaquilla Copper has launched arbitration proceedings against Teck Cominco because it believes 
that Teck Cominco failed to satisfy preconditions of completing a bankable feasibility study for 
earning into the project. Given the strained nature of relations with Petaquilla Copper and its 
partners, as well as the potential for delays resulting from the arbitration process, Inmet has decided 
to make a move on the company. The timing for this offer comes at a time when the development 
of Las Cruces is suspended, operations are winding down at Troilus in Quebec, and production from 
Petaquilla would start as Ok Tedi closes. 

Petaquilla Copper has attributable reserves of 1.98m tonnes and projected average annual 
production of 111m lbs of copper. Based on the Macquarie price deck which considers a long-term 
copper price of $2.00/lb, we consider Petaquilla’s NPV interest to be worth $679m, which represents 
$14.07 per share to Inmet. We calculate Inmet’s participating interest to have a NPV of $151m, or 
$3.11 per share, due to the long timeline to production following a significant construction capital 
expenditure. After consideration for repayment of capital to Teck, Petaquilla’s first year of cashflow 
would be in 2021. If the transaction succeeds, Inmet’s attributable interest in production would 
increase from 506m to 644m pounds of copper in 2013, with cashflow per share increasing from 
$13.85 to $15.55.  

Fig 4 Changes to Macquarie projections of Inmet’s production and cashflow profile as 
a result of successful Petaquilla acquisition and start of production in 2013 

 
Before Petaquilla Acquisition 2012E 2013E 2014E
Copper Production 000 lbs 287 506 498

EPS US$ $7.34 $8.63 $8.63
CFPS US$ $10.11 $13.85 $12.76

After Petaquilla Acquisition 2012E 2013E 2014E
Copper Production 000 lbs 287 644 611
EPS US$ $7.34 $10.30 $10.52
CFPS US$ $10.11 $15.55 $15.58  
 
Source:Company Reports, Macquarie Research, July 2008 

 
Outlook 
Full details of the offer will be included in the formal offer and take-over bid circular to be filed with 
securities regulatory authorities and mailed to Petaquilla Copper shareholders. The offer will be open 
for acceptance for at least 35 days following commencement of the offer and will be subject to certain 
conditions, including receipt of all necessary regulatory clearances, the absence of any material 
adverse change in Petaquilla Copper and acceptance of the offer by Petaquilla Copper shareholders 
owning not less than 50.1% of the Petaquilla Copper common shares on a fully-diluted basis. 
Following completion of the offer, Inmet intends but is not required to take steps to acquire any 
Petaquilla Copper common shares that remain outstanding. Inmet will formally request a Petaquilla 
Copper shareholder list and intends to file and mail the take-over bid documents as soon as possible 
following receipt of the shareholder list.  

We expect Petaquilla Copper to offer some resistance, particularly as the company is in 
arbitration with Teck to regain 26% of the project. Despite attempts from Inmet to make the 
offer friendly, and numerous efforts of cooperation, the company has not been successful in 
making progress with Petaquilla Copper on the project. At present, under 20% of Petaquilla 
Copper is controlled by Petaquilla Minerals, Petaquilla Copper’s sister gold company 
developing the Molejon gold deposit next to Petaquilla.   
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Inmet Mining Corporation (IMN, Neutral, Target price: C$80.00) 

 
Operating Statistics 2007A 2008E 2009E 2010E 2011E 2012E Metal Prices (US$) 2007A 2008E 2009E 2010E 2011E 2012E

Precious Metals
Annual Production  (Au) K oz Gold Price $/oz $696 $960 $1,050 $1,000 $900 $800 
Annual Production  (Ag) K oz 223 284 198 84 84 84 Silver  Price $/oz $13.40 $19.00 $20.19 $18.87 $16.67 $14.55 
Annual Production  (Cu) m lb 174.9 187.6 283.4 287.0 287.0 287.0 Platinum Price $/oz $1,304 $1,857 $1,750 $1,675 $1,638 $1,550 
Annual Production  (Ni) m lb Paladium Price $/oz $355 $417 $385 $375 $380 $410 
Annual Production (Zn) m lb 187.6 173.4 183.1 183.1 183.1 183.1 
Annual Production (Pb) m lb Base Metals

Copper Price c/lb $323.4 $363.4 $325.0 $300.0 $250.0 $250.00 
Production Growth Δ (2%) (8%) 6% 0% 0% 0% Nickel Price c/lb $1,688.8 $1,353.4 $1,100.0 $900.0 $700.0 $600.0 

Zinc Price c/lb $147.5 $107.6 $100.0 $110.0 $120.0 $140.0 
Total Cash Cost (Au) $/oz Lead Price c/lb $116.8 $133.8 $120.0 $130.0 $150.0 $120.0 
Total Cash Cost (Ag) $/oz Molybdenum Price $/lb $30.3 $32.3 $23.8 $15.0 $12.0 $12.0 
Cash Cost (Cu) $/lb $0.21 0.28$       0.22$       0.40$       $0.36 $0.27
Cash Cost (Ni) $/lb Bulk Commodities
Cash Cost (Zn) $/lb Iron Ore Lump $/lb $53 $91 $91 $91 $78 $70 
Cash Cost (Pb) $/lb Iron Ore Pellet $/lb $78 $146 $146 $146 $127 $117 

Other
Total Cash Cost Change (Cu) Δ 10.1% 37.4% (21.7%) 77.87% (8.02%) (25.40%) Uranium Price $/lb $99.1 $65.1 $60.0 $80.0 $90.0 $90.0 

Profit & Loss 2007A 2008E 2009E 2010E 2011E 2012E Profit & Loss 2007A 2008E 2009E 2010E 2011E 2012E

Revenue m $1,058 $1,175 $1,098 $933 $875 $851 Basic EPS (adj) $/sh $8.65 $8.47 $11.52 $9.83 $6.76 $7.36 
Operating Margin m $591 $651 $797 $724 $592 $618 FD EPS (adj) $/sh $8.64 $8.46 $11.51 $9.82 $6.75 $7.34 
EBITDA m $563 $625 $771 $698 $566 $592 Basic CFPS (adj) $/sh $8.85 $9.62 $13.10 $11.82 $9.52 $10.12 
G&A/Exploration/R&D m ($29) ($26) ($26) ($26) ($26) ($26) FD CFPS (adj) $/sh $9.28 $9.61 $13.08 $11.80 $9.51 $10.11 
Net Interest Expense m $31.7 $14.6 $20.4 $29.8 $25.5 $34.6
Tax Expense m ($140) ($181) ($165) ($163) ($138) ($144) Revenue Growth % 17.32 11.08 (6.56) (15.04) (6.20) (2.67)
Reported Earnings m $418 $409 $556 $475 $326 $355 EBITDA Growth % 4.35 11.18 23.35 (9.55) (18.85) 4.59
Adjusted Earnings m $418 $409 $556 $475 $326 $355 

Basic WA Shs OS m 48.3 48.3 48.3 48.3 $48 48.3
FD WA Shs OS m 48.4 48.4 48.4 48.4 48.4 48.4

Cashflow Analysis 2007A 2008E 2009E 2010E 2011E 2012E Valuation 2007A 2008E 2009E 2010E 2011E 2012E

Cashflow from Operations m $449 $465 $632 $571 $460 $489 P/E x 7.4 7.5 5.5 6.5 9.4 8.6
Cashflow from Investments m ($361) ($59) ($9) ($9) ($9) ($9) P/CF x 6.8 6.6 4.9 5.4 6.7 6.3
Cashflow from Financings m $122 $0 $0 $0 $0 $0 EV/EBITDA x 4.3 3.9 3.2 3.4 4.2 4.0
Net Chg in Cash/Debt m $138 $405 $623 $562 $451 $480 

P/NAV 8% x 0.85

Balance Sheet 2007A 2008E 2009E 2010E 2011E 2012E Balance Sheet Ratios 2007A 2008E 2009E 2010E 2011E 2012E

Cash m $840.8 $1,246.0 $1,869.2 $2,431.2 $2,882.3 $3,362.4 ROA % 20 17 18 14 8 8
Working Capital m $855.1 $1,273.2 $1,896.4 $2,458.4 $2,909.5 $3,389.6 ROE % 30 23 24 17 10 10
Total Assets m $2,048.5 $2,463.0 $3,025.4 $3,506.1 $3,838.3 $4,199.4 Net Debt/Equity % 16.83 13.73 10.49 8.73 7.83 7.04
Long-Term Debt m $234.3 $247.3 $247.3 $247.3 $247.3 $247.3 Price/Book x 2.2 1.7 1.3 1.1 1.0 0.9
Total Liabilities m $656.0 $653.0 $650.0 $647.0 $644.0 $641.0 Book Value per Share $/sh $28.84 $37.31 $48.83 $58.67 $65.42 $72.78
Total S/H Equity m $1,392.5 $1,801.4 $2,357.8 $2,832.5 $1,876.5 $3,513.9

NAV Analysis (US$)

M$ $/sh M$ $/sh M$ $/sh
Macquarie Commodity Prices $4,381 $90.74 $3,769 $78.07 $3,784 $78.37
Forward Commodity Prices $7,020 $145.39 $5,918 $122.57 $6,021 $124.71

Source: Macquarie Research, 2008

6% Discount 8% Discount 10% Discount

 

All figures in CAD unless noted. 

Source: Macquarie Research, July 2008
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Important disclosures: 
Recommendation definitions 
Macquarie – Australia/New Zealand 
Outperform – return >5% in excess of benchmark return 
(>2.5% in excess for listed property trusts) 
Neutral – return within 5% of benchmark return (within 
2.5% for listed property trusts) 
Underperform – return >5% below benchmark return 
(>2.5% below for listed property trusts) 
Macquarie – Asia 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 
Macquarie First South – South Africa 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 
Macquarie – Canada 
Outperform – return >5% in excess of benchmark return  
Neutral – return within 5% of benchmark return  
Underperform – return >5% below benchmark return  
Macquarie – USA 
Outperform – return >5% in excess of benchmark return 
Neutral – return within 5% of benchmark return 
Underperform – return >5% below benchmark return 
Recommendations – 12 months 
Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 

Volatility index definitions* 
This is calculated from the volatility of historical price 
movements. 
 
Very high–highest risk – stock should be expected to 
move up or down 60–100% in a year – investors should 
be aware this stock is highly speculative. 
 
High – stock should be expected to move up or down at 
least 40–60% in a year – investors should be aware this 
stock could be speculative. 
 
Medium – stock should be expected to move up or 
down at least 30–40% in a year. 
 
Low–medium – stock should be expected to move up 
or down at least 25–30% in a year. 
 
Low – stock should be expected to move up or down at 
least 15–25% in a year. 
 
* Applicable to Australian/NZ/Canada stocks only 

Financial definitions 
All "Adjusted" data items have had the following 
adjustments made: 
Added back: goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, IFRS 
impairments & IFRS interest expense 
Excluded: non recurring items, asset revals, property 
revals, appraisal value uplift, preference dividends & 
minority interests 
 
EPS = adjusted net profit / efpowa* 
ROA = adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 
total assets 
ROE = adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit + depreciation 
*equivalent fully paid ordinary weighted average number 
of shares 
 
All Reported numbers for Australian/NZ listed stocks are 
modelled under IFRS (International Financial Reporting 
Standards). 
 

Recommendation proportions – For quarter ending 30 June 2008 
  AU/NZ  Asia  RSA  USA  CA 
Outperform 41.88% 66.96% 66.13% 50.82% 71.01% 
Neutral 42.96% 16.30% 22.58% 44.26% 24.64% 
Underperform 15.16% 16.74% 11.29% 4.92% 4.35% 

 

 
The primary analyst for Inmet Mining Corp. has visited its material operations and development assets within the past year. The company has furnished local 
transportation and accommodations as part of these site visits. 
The Research Distribution Policy of Macquarie Capital Markets Canada Ltd is to allow all clients that are entitled to have equal access to our research. 
 
Analyst Certification: The views expressed in this research accurately reflect the personal views of the analyst(s) about the subject securities or issuers 
and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this 
research. The analyst principally responsible for the preparation of this research receives compensation based on overall revenues of Macquarie Group Ltd 
ABN 94 122 169 279 (AFSL No. 318062) ('Macquarie') and its related entities ('the Macquarie group') and has taken reasonable care to achieve and 
maintain independence and objectivity in making any recommendations. 
Disclaimers: Macquarie Capital Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital Markets Canada Ltd; Macquarie Capital 
Markets North America Ltd; Macquarie Capital (USA) Inc; Macquarie Capital Securities Ltd; Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie 
Capital Securities (NZ) Ltd; and Macquarie First South Securities (Pty) Limited are not authorized deposit-taking institutions for the purposes of the Banking 
Act 1959 (Commonwealth of Australia), and their obligations do not represent deposits or other liabilities of Macquarie Bank Limited ABN 46 008 583 542 
(MBL) or Macquarie Group Limited 94 122 169 279 (MGL). Neither MGL nor MBL guarantee or otherwise provide assurance in respect of the obligations of 
any of the above mentioned entities. This research has been prepared for the general use of the wholesale clients of the Macquarie group and must not be 
copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the information in this 
research in any way. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from 
engaging in any transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs of the 
reader. Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, 
whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities 
trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the 
additional risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may 
adversely affect the value of the investment. This research is based on information obtained from sources believed to be reliable but we do not make any 
representation or warranty that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions in it. Opinions 
expressed are subject to change without notice. No member of the Macquarie group accepts any liability whatsoever for any direct, indirect, consequential or 
other loss arising from any use of this research and/or further communication in relation to this research.  
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Other Disclaimers: In Canada, securities research is prepared, approved and distributed by Macquarie Capital Markets Canada Ltd, a participating 
organisation of the Toronto Stock Exchange, TSX Venture Exchange & Montréal Exchange. Macquarie Capital Markets North America Ltd., which is a 
registered broker-dealer and member of FINRA, accepts responsibility for the contents of reports issued by Macquarie Capital Markets Canada Ltd in the 
United States and to US persons and any person wishing to effect transactions in the securities described in the reports issued by Macquarie Capital 
Markets Canada Ltd should do so with Macquarie Capital Markets North America Ltd. Securities research is issued and distributed by Macquarie Capital 
Securities (Australia) Ltd (AFSL No. 238947) in Australia, a participating organisation of the Australian Securities Exchange; Macquarie Capital Securities 
(NZ) Ltd in New Zealand, a licensed sharebroker and New Zealand Exchange Firm; Macquarie Capital (Europe) Ltd in the United Kingdom, which is 
authorised and regulated by the Financial Services Authority (No. 193905); Macquarie Capital Securities Ltd in Hong Kong, which is licensed and regulated 
by the Securities and Futures Commission; Macquarie Capital Securities (Japan) Limited in Japan, a member of the Tokyo Stock Exchange, Inc., Osaka 
Securities Exchange Co. Ltd, and Jasdaq Securities Exchange, Inc. (Financial Instruments Firm, Kanto Financial Bureau(kin-sho) No. 231, a member of 
Japan securities Dealers Association and Financial Futures Association of Japan); Macquarie First South Securities (Pty) Limited in South Africa, a member 
of the JSE Limited and in Singapore, Macquarie Capital Securities (Singapore) Pte Ltd (Company Registration Number: 198702912C), a Capital Markets 
Services licence holder under the Securities and Futures Act to deal in securities and provide custodial services in Singapore. Pursuant to the Financial 
Advisers (Amendment) Regulations 2005, Macquarie Capital Securities (Singapore) Pte Ltd is exempt from complying with sections 25, 27 and 36 of the 
Financial Advisers Act. Clients should contact analysts at, and execute transactions through, a Macquarie group entity in their home jurisdiction unless 
governing law permits otherwise. Macquarie Capital (USA) Inc., which is a registered broker-dealer and member of FINRA, accepts responsibility for the 
content of each research report prepared by one of its non-US affiliates when the research report is distributed in the United States by Macquarie Capital 
(USA) Inc. Any persons receiving this report directly from Macquarie Capital (USA) Inc. and wishing to effect a transaction in any security described herein 
should do so with Macquarie Capital (USA) Inc. The information contained in this document is confidential. If you are not the intended recipient, you must not 
disclose or use the information in this document in any way. If you received it in error, please tell us immediately by return e-mail and delete the document. 
We do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other person. Macquarie has 
established and implemented a conflicts policy at group level (which may be revised and updated from time to time) (the "Conflicts Policy") pursuant to 
regulatory requirements (including the FSA Rules) which sets out how we must seek to identify and manage all material conflicts of interest. Disclosures with 
respect to the issuers, if any, mentioned in this research are available at www.macquarie.com/research/disclosures. Copyright Macquarie Group 
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