
 

 08 June 2020 
Ticker: SBB CN Net cash: ~C$80m Project:  Back River 
Market cap: C$566m Price: C$1.85/sh Country: Canada, Nunavut 
RECOMMENDATION (unc): BUY TARGET PRICE(up): C$2.60/sh RISK RATING: HIGH 

Sabina’s now-closed equity raise leaves the company with ~C$70m to advance Back River. Firstly, while 
ECMs fuss around previously marginal projects that now support multi-hundred million valuations, or solid 
projects that now top a billion in NPV, we think Back River has been bundled in with the latter. We think 
the market has failed to realise that while the spot NPV of the DFS alone stands at C$1.3bn, adding just 
650koz from the Llama/Vault ‘jewel box’ undergrounds takes this to a compelling C$1.9bn. Beyond that, 
today’s funding means the company can not only work toward inclusion of the UGs via surface drilling and 
an exploration decline, but can start drilling off 1.2Moz of near-mine inferred material excluded from the 
DFS. We estimate that could take the NPV to C$2.5bn, from a 1Mtpa mill. In this scenario, Sabina trades 
at 0.24xNAV5%-1700, 1xNAV5%-830 or 1xNAV23%-1700. A 23% implied discount for one of the best undeveloped 
gold asset globally, presents a great opportunity in our view. This dematerialises whether the capex of this 
arctic build will be a hundred million either way. There is more upside, as 250koz pa above drives a 14 year 
mine life, hence an expansion could see the NPV top C$3bn. Maintaining our initial UG inventory but 
excluding the 1.2Moz additional material above, or any expansions, we push out first pour to 1Q24. We 
maintain our BUY rating, and adjusting for the new equity and fully diluted for mine build equity next year, 
we lift our fully-funded and diluted 0.8xNAV5%-1450 PT to C$2.60/sh equating to 0.46xNAV5%-1700. 

C$61m equity raise funds reserves growth and preparation for exploration decline 

Sabina closed a C$55m bought deal last week, including flow-through (C$61m with Zhaojin participation 
closing June 10). A combination of common and flow funding ranged from C$2.00-2.90/sh, averaging 
C$2.24/sh, ~at the money when announced on May 19 and ~150% over 1Q20 lows. This leaves Sabina 
with ~C$80m for drilling, engineering and geotechnical work, as well as beginning the decline for further 
exploration at Umwelt underground in the coming two seasons. 

Our view 

Looking to how this equity raise changes the project approach, we like the management strategy, which 
as we see it broadly segregate into; 

1. Surface drill high-grade underground zones to bring these into the mine plan;  
2. Commence civil works this year to facilitate a decline for further underground exploration, with 

key positive catalyst of this being flow eligible;  
3. Commence a 30-35,000m drill programme to bring back ~1.2Moz of near-mine resources 

excluded from the current mine plan. While some further drilling will be required for full M&I / 
reserve conversion, the drilling, along with UG drilling, can enable Sabina to; 

4. Re-evaluate the mine plan, either via grade scheduling early-years high grade, and/or with future 
expansions from 3ktpd to 6ktpd per original FS, enabling long-life 300koz pa of production; and 

5. Finally to evaluate potential optimisation works. If a higher gold price makes Echo pit feasible, it 
could be used as a TMF facility to improve environmental footprint. Similarly, the time-scale above 
now allows in-housing of engineering skills that would lower the cost against a previously 
proposed fixed-price EPC contract approach. 
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Figure 1: Long section of Back river resource and targets (A) at 02/2018 (B) at 06/2020 

 
Source :  Sab ina 

Adjusting for new strategy sees build start NPV5%-1,700 at ~C$2.5b 

We make a number of changes to our model including (i) pushing out build start and first pour by 18 
months, (ii) adding funds raised and corresponding shares for MINE BUILD (iii) adding C$5m per quarter 
from 3Q20 to 3Q21 for additional exploration (iv) adjusting for our LT and spot gold prices and (v) adding 
1.2Moz onto the back-end of Goose pit, extending the LoM. Lifting our LT gold price and rolling our model 
forward lifts our SCPe LT NPV5%-1450-WITHOUT 1.2Moz lift to C$1,458m at build start (1Q21) while a scenario 
whereby we add 1.2Moz at Goose adds another ~C$480m lifts and our SCPe LT gold price NPV5%-1450-WITH 

1.2Moz to C$1,936m. At spot gold we see our NPV5%-1700-WITHOUT 1.2Moz lift to C$1,909m. 

Table 1: Adjusted assumptions and SCPe outcomes 

 
       Source : SCP est imates 

Back River (100%) 6KFS 3KFS FS LT +Vault +Lla. ext. +1.2Moz

Pit reserve (000t) 10,765 8,868 8,868 8,868 8,868 8,868 15,417

Pit reserve (g/t) 5.2 5.9 5.87 5.87 5.87 5.87 5.84

Pit reserve (000oz) 1,801 1,674 1,674 1,674 1,674 1,674 2,896

Pit strip (x) 7.2 10.5 10.5 10.5 10.5 10.5 10.5

UG reserve (000t) 9,028 3,492 3,492 3,492 4,292 5,625 5,625

UG reserve (g/t) 6.3 7.4 7.4 7.4 7.2 8.3 8.3

UG reserve (000oz) 1,828 829 828 828 991 1,505 1,505

Nameplate mill (000tpa) 2,190 1,095 1,095 1,095 1,095 1,095 1,095

Recovery (%) 93% 93% 93% 93% 93% 93% 93%

LOM production (000oz) 3,381 2,318 2,318 2,318 2,604 3,053 4,376

Peak production (000oz pa) 466 315 296 296 391 391 391

Average production (000oz pa) 359 197 197 197 222 271 254

Mine life (yrs) 9.6 11.8 11.8 11.8 11.8 11.5 14.3

Pre-production capex (C$m) 695 415 528 528 528 528 528

LOM sust. capex (C$m) 440 185 265 265 265 265 274

LOM pit mining cost (C$/t) 3.95 3.15 3.15 3.15 3.15 3.15 3.15

LOM ug mining cost (C$/t) 49.1 63.6 63.6 63.6 63.6 65.1 65.1

LOM processing cost (C$/t) 26.0 35.3 35.3 35.3 35.3 35.3 35.3

LOM AISC (US$/oz) 850 598 562 573 530 477 476

Gold price (US$/oz) 1,200 1,150 1,150 1,450 1,450 1,450 1,450

NPV5% (C$m) 539 480 528 959 1,180 1,458 1,936

SPOT NPV5%-1700 (C$m) 1,318 1,318 1,579 1,909 2,502

IRR (%) 22% 24% 26% 40% 46% 48% 48%

Payback (years) 2.2 2.9 4.8 2.4 2.4 2.4 2.4

SBB SCP
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Maintain BUY rating and dilute for mine build to lift FF FD PT to C$2.60/sh 

We model Sabina on a DCF basis with a LT gold price of US$1,450/sh, adding Vault and Llama but excluding 
the 1.2Moz at Goose main pit shown in Table 1. This takes our 2Q21 FF FD NAV5%-1450 to C$1,368m net of 
G&A and finance costs. Diluting for options AND mine build a 2Q21 C$1,368m means that we maintain 
our BUY rating and lift our FF FD 0.8xNAV PT to C$2.60/sh. 

Why we like Sabina 

1. Open at depth, with well delineated drill targets 
2. Well defined large orebody 
3. Phased approach allows OP to de-risk UG 
4. Permitted 

Catalysts 

 4Q20: Drilling continues 

 2H20: Decline collar begins 

 2H20: EPC finalised  

 1H21: Decline construction, 3Y SCP build  

 1Q24: First  
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Ticker:         SBB CN Price / mkt cap: Market P/NAV Asset: Back River

Author:        B Salier / C Tonkin Rec. / price target: BUY, C$2.6/sh 1xNAV2023 FF FD: Country: Nunavut, Canada

Commodity price CY19E CY20E CY21E CY22E CY23E Resource / Reserve Au (koz) Au (g/t) Au (koz) Au (g/t)

Gold price 1,450 1,450 1,450 1,450 1,450 Meas., indicated and inferred 7.2Moz @ 6.2g/t Pit reserve 1.7Moz @ 5.9g/t

SOTP project valuation Proven & probable 2.5Moz @ 6.3g/t UG reserve 0.8Moz @ 7.4g/t

C$m O/ship NAVx C$/sh Share data

Back River 2Q20* 1,387 100% 1.0x 4.13 Basic shares (m) 322.6 FD with mine equity (m) 421.5

Net cash 1Q20 + raise 78.9 - 1.0x 0.23 FD with options (m) 335.8

Cash from options 15.7 - 1.0x 0.05 Project financing Company financing

1,482 4.41 Build capex (C$m) C$435m Mine equity (C$m) C$200m

*Diluted for options, not mine build Market P/NAV5%2019 0.40x Drilling/FS cost (C$m) C$25m Spot share price (C$/sh) C$1.75

Asset value: 1xNPV project @ build start (C$m, ungeared)* G&A + finance in build (C$m) C$46m Raise @ +30% (C$/sh) C$2.33

NPV (C$m) $1050oz $1250oz $1450oz $1650oz $1850oz Y1 sea lift (C$m) C$47m  Mine debt (C$m) C$340m

5% discount 691 1,039 1,387 1,735 2,083 Mine build finance (C$m) C$552m Debt IRR (%) 13%

7% discount 567 872 1,178 1,483 1,789 Ratio analysis CY19E CY20E CY21E CY22E CY23E

9% discount 463 732 1,002 1,271 1,541 Average shares out (m) 291.4 327.6 327.8 329.9 333.2

Ungeared project IRR: 23% 27% 30% 34% 37% EPS (C$/sh) (0.03) (0.02) (0.02) (0.02) (0.13)

NPV5 1450 vs UG Au (C$m) 8.0g/t 10.0g/t 12.0g/t 14.0g/t 16.0g/t CFPS before w/c (C$/sh) (0.01) (0.02) (0.02) (0.02) (0.13)

UG tonnes: 1200kt 1,137 1,205 1,273 1,340 1,408 EV (C$m) 488.8 532.5 575.5 527.9 845.7

UG tonnes: 1800kt 1,209 1,298 1,387 1,476 1,566 FCF yield (%) - - - - -

UG tonnes: 2400kt 1,253 1,355 1,456 1,558 1,660 PER (x) -         -         -         -         -         

*Project level NPV, excl finance costs and central SGA, discounted to build start P/CF (x) -         -         -         -         -         

SOTP company valuation^ 2Q20 2Q21 2Q22 2Q23 2Q24 EV/EBITDA (x) -         -         -         -         -         

Back River NPV (C$m) 1,387 1,492 1,626 1,836 2,147 Income statement CY19E CY20E CY21E CY22E CY23E

Central G&A + fin. costs (C$m) (182) (163) (155) (155) (128) Revenue (C$m) -         -         -         -         -         

Net cash (C$m) 79 23.6 139.0 18.5 (229.4) COGS (C$m) -         -         -         -         23.1

Cash from options (C$m) 15.7 15.7 15.7 15.7 15.7 Gross profit (C$m) -       -       -       -       (23.1)

NAV (C$m) 1,300 1,368 1,627 1,716 1,806 D&A (C$m) 0.4 0.1 -         -         -         

1xNAV5%/sh FF FD (C$/sh) 3.87 3.25 3.86 4.07 4.28 Finance cost, central G&A (C$m) 4.4 5.5 6.0 6.0 21.0

PT @ 0.8xNAV: 2.60 Royalty & tax (C$m) -         -         -         -         -         

1xNAV/sh FF FD @ 1Q19 (C$m, geared)^ Net income (C$m) (8.1) (5.6) (6.3) (6.3) (44.4)

1Q19 NAV FF FD (C$/sh) $1050oz $1250oz $1450oz $1650oz $1850oz Cash flow, attrib. CY19E CY20E CY21E CY22E CY23E

5% discount 1.51 2.38 3.25 4.11 4.98 EBIT (C$m) (11.4) (5.9) (6.3) (6.3) (29.5)

7% discount 1.26 2.03 2.81 3.59 4.36 Add back non-cash items (C$m) 1.3 0.4 0.3 0.3 0.3

9% discount 1.04 1.74 2.44 3.13 3.83 Less tax, finance costs  (C$m) (0.0) -         -         -         (15.0)

Geared project IRR: 15% 19% 22% 25% 28% Less wkg cap, add interest (C$m) 0.3 (1.1) -         -         -         

1Q19 NAV5 (C$/sh) vs UG Au 8.0g/t 10.0g/t 12.0g/t 14.0g/t 16.0g/t Cash flow ops (C$m) (9.8) (6.5) (6.0) (6.0) (44.1)

UG tonnes: 1200kt 2.62 2.79 2.96 3.13 3.30 PP&E (C$m) (32.9) (32.0) (71.7) (92.7) (267.9)

UG tonnes: 1800kt 2.80 3.02 3.25 3.47 3.69 Others (C$m) (0.2) (3.0) -         -         -         

UG tonnes: 2400kt 2.90 3.15 3.41 3.66 3.91 Cash flow inv. (C$m) (33.2) (35.0) (71.7) (92.7) (267.9)

^Project NPV less grp SG&A & fin. cost, +net cash, 40% equity at spot Share issue, capital lease (C$m) 12.1 61.0 35.0 150.0 -         

Production (Y1 from 1Q24) CY24 CY25 CY26 CY27 CY28 Debt draw (repay) (C$m) -         -         -         -         340.0

Gold production (000oz) 225 242 334 410 347 Cash flow fin. (C$m) 12.1 61.0 35.0 150.0 340.0

C1 cost (US$/oz) 374 416 343 327 383 Net change in cash (C$m) (30.8) 19.5 (42.7) 51.3 28.0

AISC cost (US$/oz) 412 509 410 389 457 Balance sheet CY19E CY20E CY21E CY22E CY23E

C3 cost (US$/oz) 793 637 538 517 586 Cash (C$m) 21.2 40.8 (1.9) 49.4 77.4

AISC = C1 + ug sustaining capex, C3 = C1 + depreciation, Y1 = YT Sep 2022 Acc rec. + inventories (C$m) 3.4 3.4 3.4 3.4 3.4

PP&E (C$m) 69.6 101.2 172.9 265.6 533.5

Others (C$m) 405.8 408.7 408.7 408.7 408.7

Total assets (C$m) 500.1 554.0 583 727 1,023

Debt (C$m) -         -         -         -         340.0

Accounts payable (C$m) 5.5 1.7 1.7 1.7 1.7

Others (C$m) 38.4 40.1 40.1 40.1 40.1

Total liabilities (C$m) 43.8 41.9 41.9 41.9 381.9

Shareholders equity (C$m) 518.2 579.5 614.9 765.2 765.5

Retained earn'gs + rsvs (C$m) (61.9) (67.4) (73.7) (80.0) (124.4)

Liabilities + equity (C$m) 500.1 554.0 583 727 1,023

Source: SCP estimates
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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 (“Sprott”) 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. Sprott and PillarFour consider this note to be an acceptable minor non-monetary benefit as defined by the FCA which may be 
received without charge. This is because the content is either considered to be commissioned by Sprott’s clients as part of their advisory services 
to them or is short term market commentary. 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. 

IMPORTANT DISCLOSURES FOR U.S. PERSONS: This research report was prepared by Sprott Capital Partners LP (“SCP”), a company authorized 
to engage in securities activities in Canada. SCP is not a registered broker/dealer in the United States and, therefore, is not subject to U.S. rules 
regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution to 
“major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 
1934, as amended (the “Exchange Act”). Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or 
related financial instruments based on the information provided in this research report should do so only through Sprott Global Resource 
Investments Ltd. (“SGRIL”), a broker dealer in the United States registered with the Securities Exchange Commission (“SEC”), the Financial Industry 
Authority (“FINRA”), and a member of the Securities Investor Protection Corporation (“SIPC”). Under no circumstances should any recipient of 
this research report effect any transaction to buy or sell securities or related financial instruments through SCP. 

SGRIL accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. 
person other than a major U.S. institutional investor. The analyst whose name appears in this research report is not licensed, registered, or 
qualified as a research analyst with FINRA and may not be an associated person of SGRIL and, therefore, may not be subject to applicable 
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restrictions under FINRA Rule 2241 regarding communications by a research analyst with a subject company, public appearances by the research 
analyst, and trading securities held by a research analyst account. To make further inquiries related to this report, United States residents should 
contact their SGRIL representative. 

ANALYST CERTIFICATION / REGULATION AC: The analyst and associate certify that the views expressed in this research report accurately reflect 
their personal views about the subject securities or issuers. In addition, the analyst and associate certify that no part of their compensation was, 
is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report. 

SPROTT CAPITAL PARTNERS EXPLANATION OF RECCOMENDATIONS: 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  
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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.  
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