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Red Rock's holding in Jupiter Mines is starting to
pay off, in several different ways
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Just how much of a re-rating is on the cards for Red Rock Resources Plc
(LON:RRR)? It could be pretty substantial, given the recent statements that
have been coming out of Jupiter Mines (ASX:JMS), a company in which Red
Rock holds 18.5mln shares.
Jupiter has said that all dividends it receives from manganese production at the
Tshipi mine in South Africa will be passed on directly to shareholders. The
most recent payout, announced in mid-September, amounted to A$98mln, and
there should be more to come.
WATCH: Red Rock Resources focused on production as it advances portfolio
of assets
There's likely to be a commensurate payment at the full year, assuming that
manganese prices continue to perform well.
So Tshipi is a mine that's now hit its stride, and which is enjoying the benefits
of even wider margins as the South African rand begins to come under
pressure.
It all means that Jupiter shares are currently trading on a yield of around
14.5%, taking only the first half dividend into account. If the payout for the full
year follows the same pattern, the yield will go even higher.
And that works well for Red Rock on several levels. The first is that £508,000
has already come into Red Rock's coffers, as its share of the inerim payout.
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The second, and perhaps more significant is that once it has established a
precedent for chunky cash payouts Jupiter's shares are likely to re-rate.
As the current price of A$0.35 per Jupiter share, Red Rock's stake is worth around A$6.5mln, or £3.6mln. But with the
forthcoming dividend likely to move the price up, it's pretty clear that Red Rock ought to re-rate too.
Each additional A$0.05 that gets added onto the Jupiter price would increase the value of Red Rock's stake by
A$925,000, or just over £500,000.
Or to put it another way, if the interim dividend from Jupiter is followed by a commensurate final dividend, then at the
current share price, Jupiter would be on a yield of 20%. But assume it moves to a more sensible 5%, then the value of
Red Rock's stake would rise by over 90%, taking just the interim dividend into account.
If Tshipi and Jupiter pay out for the full year too, then the rise in Red Rock could even be as much as four times.
Markets can be fickle of course, and may not allow direct correlation between the relative valuations of the two
companies. Nevertheless, crunching numbers like this, does give an indication of the kind of value that's on offer. And if
the full value does remain elusive, there's always the cash to fall back on.
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READ: Red Rock Resources amends terms for DRC tailings venture
As executive chairman Andrew Bell explains, that cash inflow is crucial to the future of the company.
Bell has been through some highly volatile markets over the years, and he knows the pain of equity dilution as well as
the next company director.
"Our objective has always been to move to a situation where we can generate cash flow," he says.
"I think we've got there now. As producers with cash flow we worry less about the vagaries of the market. We've got
sources that make us pretty independent and I can't see us doing any more small scale fundings just to keep the lights
on.
"However, if a really good opportunity came up we might feel justified in raising capital. But we'd undertake rigorous
analysis and we're relatively risk averse, because if you have a good thing going, why risk it?"
And Jupiter, though the gestation took a while, is now a very good thing.
"The price of manganese is holding up really well," says Bell. "And Jupiter is the cheapest producer of manganese
around. To me, this is a very attractive time to be producing."
That sentiment is likely to be brought increasingly to bear on the other assets in the Red Rock portfolio as the cash
starts rolling in.
For a start, there's the 1.2mln ounce gold project at Migori. This project has been the subject of licensing issues, but
these now look set to be resolved.
Then there's a 22% stake in a ferrosilicon plant in Bosnia, a company which has already made Red Rock a profit in the
form of coupons on repaid loans. The plant is now operational, and generating cash.
Upside is unconstrained?
"If the operation goes as it should," says Bell, "we think it should generate EBIDTA of €7mln, so you can put that on a
multiple."
And that's only on one furnace. A second is planned, and income should rise correspondingly. Since Red Rock is now
in at no cost, the upside is unconstrained.
Finally, there's also a royalty on production from the Colombian gold mine that Red Rock used to own, but which was
sold a while ago.
When you add it all up, you get a company that has multiple potential income streams, that's solidly backed by a
shareholding in one of the world's larger manganese producers, and which is run by seasoned and experienced
management.
The shares are currently at 0.78p, giving Red Rock a market capitalisation of just over £4mln. But expect interest to
build pretty quickly from here, and volumes to start rising.
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The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Red Rock Resources PLC named herein, including the promotion by the Company
of Red Rock Resources PLC in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to
Twenty
Five
Thousand
dollars
($25,000).
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