
 

 18 December 2019 
Ticker: BGL AU Cash: ~A$20m Project:  Bellevue 
Market cap: A$284m Price: A$0.50/sh Country: Australia (WA) 
RECOMMENDATION (unc): BUY TARGET PRICE (unc): A$0.95/sh RISK RATING: SPECULATIVE 

ERRATUM: our prior ounce estimate should have read 122koz for Deacon and 124koz for Bellevue, not 47koz and 
48koz as initially published. With Deacon now better defined, our on-plane section analysis highlights that each 
lode should add 50-100koz from existing drilling only, and remain wide open. What is more interesting is (i) 
Bellevue surrounds appear open to the north, this is further demonstrated as the hanging wall was intercepted by 
Deacon drilling (ii) while high-grade areas of Deacon already extend over a ~400x300m panel, multiple hits 400m 
south of this point to a possible new high-grade area, and (iii) while yes there are many hits and misses, the hits 
appear to be grouped with good coherency, which bodes well for reserve conversion and ultimately for mining. 

ERRATUM: Deacon and Mavis continue to grow 

Bellevue has released highlights of 2.3m @ 39g/t, 3.0m @ 10.4g/t and 0.8m @ 69g/t from step-out drilling of the 
new Deacon lode. Visible gold (VG) has also been reported in three of five holes into Deacon pending assay, with 
step-outs beyond the initial 500x200m area of initial intersections. As part of the drilling the old Bellevue lodes 
were intersected high in the holes targeting Deacon – highlights included 2.8m @ 47g/t, 3m @ 20g/t and 3.4m @ 
11.9g/t Au, as well as hitting a new footwall lode with 1.5m @ 36.4g/t.  Following the recent appointment of Craig 
Jones as COO, dewatering of the old mine will begin in January 2020 targeting completion mid-year. This should 
lower the cost of infill drilling and discovery drilling costs at Mavis / Deacon and speed development time frames in 
future.  

Figure 1: Long Section showing Deacon pierce points and EM conductors under the Bellevue mine 

 
Source: Bellevue 

Our view 
With increasing drill density, we show below an SCPe on-plane section analysis of both the Deacon and Bellevue 
drill results undertaken in the last nine months. To show the lode shape, we have maintained the northings of 
pierce points on a nominal grid from the southern most intercept. To represent the on-plane lateral extent, we 
apply a 2.4x lateral exaggeration given the 65° dip of the Bellevue and Deacon lodes. Firstly, while this shows 
Deacon extending over 1700m strike, two additional key take aways are (i) the high-grade core now extends over 
400m with pierce points >15gm averaging an impressive 20g/t – this is a very large extent of such a high grade 
system; (ii) a second high-grade lode could have been intersected 400m south, with two hits >15gm over 100m 
strike. Bellevue drilling has similar results – while many of the holes are low grade as they passed through mined-
out areas, to the north there is a coherent area of drilling with a very high hit rate over 300m strike, with an 
average 2.5m @ 64g/t (uncut). Stepping back, the shapes / distribution of the drill hits tell us two key things – yes 
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more infill will be needed of course, but the sheer size of these high-grade shoots means step out / infill drilling will 
almost certainly result in more lodes and more gold being discovered. Most importantly, the high grade pierce 
points are clustering well, which means that while the deposit is of course not a 1.8km sheet, the shoots are 
actually large and coherent, meaning they should certainly hit JORC inferred and then link together to eventually 
become mineable stopes. 
Quantifying the ounces, one can simply take a 25m radius (ie 50m drill spacing) around pierce points >15g/t, this is 
simplistic as it credits ‘orphans’, but relatively reliable as orphan-credit is offset by excluding links between holes 
>50m apart. This gives us 91koz at Deacon, and 92koz at Bellevue Surrounds from recent drilling alone. 
Alternatively, one can do a size analysis of the gram-meter contour – as we have done below (the small 25x25m 
squares with SCPe g/m in gray), which comes to a smaller number given orphans are excluded, being ~120koz at 
each area. With VG in multiple holes (not charted here as down-hole depth is not given for VG), we fully expect 
ounces to grow. Costs are high given the deep drilling, but these should abate in 2H20 once access is granted to 
drill from the underground. We would sensibly expect a single north to south exploration drive as deep as possible 
– this would allow lateral drilling into Tribune, vertical down-hole drilling to Viago, and down-and-lateral access to 
Deacon. This would also grant access to the undrilled sub-lake area to the south, approaching historic hits at 
Southern Belle. 

Figure 2: SCP on-plane long section of Deacon and Bellevue gram-meter hits with SCPe resources 

 
Source: Bellevue drill data, adjusted for down-hole location of pierce points, 2.4x lateral exaggeration given 65 dip for on-lode size 

Recommendation: maintain BUY rating and A$0.95/sh PT 

We maintain our 2,000tpd / 650ktpa operation averaging 154koz pa which drives our A$748m (A$0.95/sh) 
valuation, undiluted for mine build. Adding cash and cash from options gives us a revised group NAV of A$774m. 
This is based on a mining inventory of 1.5Moz @ 8.75g/t producing 154koz pa at 650ktpa ROM for a project NPV at 
build start of A$750m without a mill. We apply a 0.8xNAV to the no-mill case for our price target. While high for a 
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pre-feasibility project, this captures the potential reserve growth above our modelled 1.5Moz. As such, we 
maintain our BUY and A$0.95/sh price target. 

Why we like Bellevue 

1. 1.8Moz @ 11g/t resource to grow to over SCPe 2Moz in CY20 
2. Viago and Tribune open to the south and north, new Tribune West, Deacon, Mavis discoveries 
3. Low-cost underground restart with existing infrastructure 
4. Seven mills in the camp treating lower-grade material 
5. Readily financeable A$50-100m self-build if necessary 

Catalysts 

1. 4Q19 – 1H20: 50,000m of current drill program still to complete 
2. 1Q19: Dewatering commences 
3. 2Q19: Global inferred resource update to include maiden Deacon resource 
4. 2Q19: Initial M&I for Tribune, Viago North (below 300m deep) 
5. 3Q19: Dewatering completes, underground re-access commences 
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Ticker: BGL AU Share price / mkt cap: Market P/NAV: 0.43x Asset: Bellevue
Author: Brock Salier Rec. / PT: 1xNAV2021 FF FD: A125c/sh Country: Australia (WA)

Commodity price CY19E CY20E CY21E CY22E CY23E Resource / Reserve Au (koz) Au (g/t) Au (koz) Au (g/t)
Gold price 1,350 1,350 1,350 1,350 1,350 Inferred, all lodes 1,530koz 11.8g/t Viago 550koz 22.0g/t
500ktpa DSO case: SOTP project valuation SCPe mineable inventory 1,500koz 8.8g/t Others 980koz 9.4g/t

A$m O/ship NAVx A$/sh Share data
Bellevue (build start)* 748 100% 0.8x 0.93 Basic shares (m) 569.7 FD with drill equity (m) 646.6
Net cash in 2Q19 20.0 - 1.0x 0.03 FD with options (m) 646.6 FD with mine equity (m) 684.2
Cash from options 6.3 - 1.0x 0.01 Project financing Company financing
Bellevue NAV5% FD US$1350/oz 774 0.97 Build capex (A$m) A$100m Mine equity (A$m) A$24m
*Diluted for options, not mine build Market P/NAV5%3Q19 0.43x Drilling/FS cost (A$m) A$12m Spot share px (/sh) A$0.51
Bellevue NAV FD sensitivities to gold, discount & reserves G&A + finance in build (A$m) A$2m 25% prem raise px (/sh) A$0.64
NPV (A$m) $1150oz $1250oz $1350oz $1450oz $1550oz Total (A$m) A$115m  Mine debt (A$m) A$36m

9% discount 461 555 648 741 835 Mine build finance (A$m) A$60m Debt IRR (%) 7.0%
7% discount 506 606 707 808 909 Ratio analysis CY19E CY20E CY21E CY22E CY23E
5% discount 556 665 774 883 992 Average shares out (m) 528.5 617.9 668.4 670.5 670.5

Ungeared project IRR: 61% 72% 82% 92% 101% EPS (A$/sh) -         -       0.01 0.13 0.17
NPV5 vs UG P&P (A$m) 6.75g/t 7.75g/t 8.75g/t 9.75g/t 10.75g/t CFPS (A$/sh) -         -       -       0.14 0.19

UG tonnes: 4332kt 344 485 627 768 910 EV (A$m) 244.7 330.7 414.6 324.4 196.4
UG tonnes: 5332kt 438 606 774 942 1,110 FCF yield (%) - - - 14% 19%
UG tonnes: 6332kt 525 718 911 1,103 1,296 PER (x) -         -       63.1x 3.8x 3.1x

P/CF (x) -         -       -       3.7x 2.7x
SOTP company valuation 3Q19 3Q20 3Q21 3Q22 3Q23 EV/EBITDA (x) -         -       17.6x 2.0x 1.0x
NPV - Bellevue (A$m) 718 772 900 870 773 Income statement CY19E CY20E CY21E CY22E CY23E
NPV - central + expl. (A$m) (51.0) (26.4) (18.4) (16.4) (15.0) Revenue (A$m) -         -       49.0 275.3 326.6
Net cash (A$m) 31.2 16.0 (79.6) (14.3) 113.5 COGS (A$m) -         -       18.0 101.1 119.9
Cash from options (A$m) 6.3 6.3 6.3 6.3 6.3 Gross profit (A$m) -       -     31.0 174.2 206.7
NAV (A$m) 705 768 808 845 877 D&A (A$m) -         -       11.0 28.6 30.5
1xNAV5%/sh FF FD (A$/sh) 1.09 1.19 1.25 1.31 1.36 Finance cost, central G&A (A$m) 6.2 6.4 8.3 8.5 7.4
ROI (% pa) 133% 57% 37% 28% Royalty & tax (A$m) -         -       6.3 47.4 57.8
Bellevue NAV/sh FD sensitivities to gold, discount & reserves Net income (A$m) (6.2) (6.4) 5.4 89.7 110.9
NPV (A$/sh) $1150oz $1250oz $1350oz $1450oz $1550oz EBITDA (A$m) (6.2) (6.2) 23.6 161.1 192.3

9% discount 0.58 0.69 0.81 0.93 1.04 Cash flow, attrib. CY19E CY20E CY21E CY22E CY23E
7% discount 0.63 0.76 0.88 1.01 1.13 Net income (A$m) (6.2) (6.4) 5.4 89.7 110.9
5% discount 0.70 0.83 0.97 1.10 1.24 Add non-cash items (A$m) 4.8 4.8 15.8 33.4 35.3

Ungeared project IRR: 61% 72% 82% 92% 101% Less wkg cap change (A$m) 0.0 -       (9.0) (13.5) -         
NPV5 vs UG P&P (A$/sh) 6.75g/t 7.75g/t 8.75g/t 9.75g/t 10.75g/t Less interest paid (A$m) -         -       -       -       -         

UG tonnes: 4332kt 0.43 0.61 0.78 0.96 1.13 Cash flow ops (A$m) (1.4) (1.6) 12.2 109.6 146.3
UG tonnes: 5332kt 0.55 0.76 0.97 1.17 1.38 PP&E (A$m) -         (38.8) (70.4) (18.3) (18.3)
UG tonnes: 6332kt 0.66 0.90 1.13 1.37 1.61 Exploration (A$m) (24.1) (24.1) -       -       -         

Cash flow inv. (A$m) (24.1) (62.8) (70.4) (18.3) (18.3)
Production Y1 Y2 Y3 Y4 Y5 Equity raised (A$m) 37.1 24.0 -       -       -         
Gold production (000oz) 81 165 165 165 165 Debt draw (repay) (A$m) -         13.5 22.5 (9.0) (18.0)
C1 cost (US$/oz) 529 529 529 529 529 Cash flow fin. (A$m) 37.1 37.5 22.5 (9.0) (18.0)
AISC cost (US$/oz) 694 611 611 611 611 Net change in cash (A$m) 11.7 (26.9) (35.7) 82.3 110.0
C3 cost (US$/oz) 733 656 656 656 656 Balance sheet CY19E CY20E CY21E CY22E CY23E
AISC = C1 + G&A + sustaining capex, C3 = C1 + depreciation, Y1 from 3Q21 Cash (A$m) 24.9 (2.0) (37.7) 44.6 154.6

Acc rec. + inventories (A$m) -         -       13.3 33.1 33.1
PP&E (A$m) 0.4 39.1 98.5 88.2 76.0
Exploration (A$m) 44.8 68.9 68.9 68.9 68.9
Total assets (A$m) 70.1 106.0 143.0 234.8 332.6
Accounts payable (A$m) 0.1 0.1 4.4 10.8 10.8
Debt (A$m) -         13.5 36.0 27.0 9.0
Others (A$m) 0.0 0.0 0.0 0.0 0.0
Total liabilities (A$m) 0.1 13.6 40.4 37.8 19.8
Shareholders equity (A$m) 103.2 132.0 136.8 141.6 146.4
Retained earn'gs + rsvs (A$m) (33.3) (39.6) (34.2) 55.4 166.4
Liabilities + equity (A$m) 70.1 106.0 143.0 234.8 332.6

Source: SCP estimates

A$0.51, A$291m
BUY: PT A$0.95/sh
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Disclosures & Disclaimers  
This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Sprott Capital Partners LP (“SCP”), an investment dealer 
who is a member of the Investment Industry Regulatory Organization of Canada (“IIROC”) and the Canadian Investor Protection Fund (“CIPF”). The general partner 
of SCP is Sprott Capital Partners GP Inc. and SCP is a wholly-owned subsidiary of Sprott Inc., which is a publicly listed company on the Toronto Stock Exchange under 
the symbol “SII”. Sprott Asset Management LP (“SAM”), a registered investment manager to the Sprott Funds and is an affiliate of SCP.  

This research report is provided to retail clients and institutional investors for information purposes only. The opinions expressed in this report are the opinions of 
the author and readers should not assume they reflect the opinions or recommendations of SCP’s research department. The information in this report is drawn 
from sources believed to be reliable but the accuracy or completeness of the information is not guaranteed, nor in providing it does SCP and/or affiliated companies 
or persons assume any responsibility or liability whatsoever. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any securities. 
SCP accepts no liability whatsoever for any loss arising from any use or reliance on this research report or the information contained herein.  

Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future performance of any 
security mentioned in this research report. The price of the securities mentioned in this research report and the income they generate may fluctuate and/or be 
adversely affected by market factors or exchange rates, and investors may realize losses on investments in such securities, including the loss of investment principal. 
Furthermore, the securities discussed in this research report may not be liquid investments, may have a high level of volatility or may be subject to additional and 
special risks associated with securities and investments in emerging markets and/or foreign countries that may give rise to substantial risk and are not suitable for 
all investors.  

SCP may participate in an underwriting of, have a position in, or make a market in, the securities mentioned herein, including options, futures or other derivatives 
instruments thereon, and may, as a principal or agent, buy or sell such products.  

Dissemination of Research:  
SCP’s research is distributed electronically through email or available in hard copy upon request. Research is disseminated concurrently to a pre-determined list of 
clients provided by SCP’s Institutional Sales Representative and retail Investment Advisors. Should you wish to no longer receive electronic communications from us, 
please contact unsubscribe@sprott.com and indicate in the subject line your full name and/or corporate entity name and that you wish to unsubscribe from 
receiving research.  

Research Analyst Certification:  
Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:  

• The views and recommendations expressed herein accurately reflect his/her personal views about any and all of the securities or issuers that are the 
subject matter of this research report; 

• His/her compensation is not and will not be directly related to the specific recommendations or view expressed by the Research analyst in this research 
report; 

• They have not affected a trade in a security of any class of the issuer within the 30-day period prior to the publication of this research report; 
• They have not distributed or discussed this Research Report to/with the issuer, investment banking group or any other third party except for the sole 

purpose of verifying factual information; and  
• They are unaware of any other potential conflicts of interest.   

UK Residents:  
Sprott Partners UK Limited is an appointed representative of PillarFour Securities LLP which is authorized and regulated by the Financial Conduct Authority. This 
document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP (“PillarFour”) for communication only to eligible counterparties and 
professional clients as those terms are defined by the rules of the Financial Conduct Authority. Its contents are not directed at UK retail clients. PillarFour does not 
provide investment services to retail clients.  
 
PillarFour publishes this document as non-independent research which is a marketing communication under the Conduct of Business rules. It has not been prepared 
in accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on dealing ahead of the dissemination of investment 
research. It does not constitute a personal recommendation and does not constitute an offer or a solicitation to buy or sell any security. Neither Sprott nor 
PillarFour nor any of its directors, officers, employees or agents shall have any liability, howsoever arising, for any error or incompleteness of fact or opinion in it or 
lack of care in its preparation or publication; provided that this shall not exclude liability to the extent that this is impermissible under the law relating to financial 
services. All statements and opinions are made as of the date on the face of this document and are not held out as applicable thereafter. This document is intended 
for distribution only in those jurisdictions where PillarFour is permitted to distribute its research.  
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Sprott Capital Partners Explanation of Recommendations: 

Should SCP issue research with recommendations, the research rating guidelines will be based on the following recommendations:  

BUY: The stocks total returns are expected to be materially better than the overall market with higher return expectations needed for more risky securities markets 

NEUTRAL: The stock’s total returns are expected to be in line with the overall market  

SELL: The stocks total returns are expected to be materially lower than the overall market  

TENDER: The analyst recommends tendering shares to a formal tender offering 

UNDER REVIEW: The stock will be placed under review when there is a significant material event with further information pending; and/or when the research 
analyst determines it is necessary to await adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast; and/or when 
coverage of a particular security is transferred from one analyst to another to give the new analyst time to reconfirm the rating, target price or forecast.  

NOT RATED (N/R): The stock is not currently rated  

 

Research Disclosure Response 

1 SCP and its affiliates collectively beneficially owns 1% or more of any class of the issuer's equity securities 1 YES 

2 The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly involved in the 
preparation of the report holds or is short any of the issuer's securities directly or through derivatives  

NO 

3 An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding 12 months 
provided services to the issuer for remuneration other than normal course investment advisory or trading execution services  

NO 

4 SCP has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the research report or 
recommendation 

YES 

5 Name of any director, officer, employee or agent of SCP who is an officer, director or employee of the issuer, or who serves in an advisory 
capacity to the issuer  

NO 

6 SCP is making a market in an equity or equity related security of the issuer  NO 

7 The analyst preparing this report received compensation based upon SCP's investment banking revenue for the issuer NO 

8 The analyst has conducted a site visit and has viewed a major facility or operation of the issuer  NO 

9 The analyst has been reimbursed for travel expenses for a site visit by the issuer  NO 

 

Sprott Capital Partners Equity Research Ratings: 

 

                                                           
1 As at the end of the month immediately preceding the date of issuance of the research report or the end of the second most recent month if 
the issue date is less than 10 calendar days after the end of the most recent month 

BUY: 15
HOLD: 2
SELL: 0
UNDER REVIEW: 1
NOT RATED: 1

TOTAL 100%

Summary of Reccomendations as of December 2019


