
  

Pre-resource BC explorer with >175koz pa potential 

Benchmark purchased the Lawyers low-sulfidation gold deposit in 2018. Lying 

just north of the golden triangle in BC with road access, historic mining produced 

171koz Au @ ~15g/t AuEq from high-grade veins. The ‘ah hah’ moment came 

with the recognition of very wide haloes around old veins. Shoestring-budget 

drilling in the last two years was insufficient for a compliant resource, but fed into 

a 1.9Moz @ 1.7g/t AuEq exploration target at just one of three deposits. This 

year’s 50,000m drill programme should support a compliant resource and 

scoping study in 2021, and we see potential for at least 175koz pa over 10 years. 

SCPe resource estimate of 2.4Moz @ 1.7g/t AuEq 

Taking a conservative cut from the company’s own exploration target at the core 

Cliff Creek deposit and adding our own bottom up estimate for ABG and Dukes 

Ridge satellites drives our SCPe 2.4Moz @ 1.7g/t AuEq resource estimate. This 

includes 22% silver, with historic recoveries of 92% and 85% of gold and silver, 

respectively. Pending drilling, we see real potential for this to lift toward 3Moz 

from this season alone, with an attractive ~5:1 strip given most drilling is <200m 

deep. The size potential against a market cap of just C$75m underpins our 

investment case, and we would look for a material re-rating in the coming 6-12M 

as this potential, and ultimately resource, filters into the market. 

Positive economics with extremely prudent inputs 

The project has strong similarities to Marathon, with a similar mining inventory, 

but slightly lower strip and higher grade on our estimates. Taking those metrics, 

even prudently lifting mining and processing costs and capex puts the stock on 

just 0.16xNAVspot, or as little as half that if the project is optimised in a similar 

manner to Marathon. We would expect to fine tune our own modelling as the 

resource is released, leading to improved metrics from here. 

Geophysics clearly delineates drill targets 

With clear correspondence to (i) radiometry, (ii) structural discontinuities and (iii) 

visual alteration we see material upside from this year’s drill programme of up 

to 50,000m. Benchmark has used COVID to put together an extremely detailed 

exploration plan, with holes set out to the meter indicative of a systematic 

mentality behind the scenes. We would expect this not only to lift resources 

above our early estimate, but with a wildcard on new discoveries too. 

Initiate coverage with BUY rating and C$1.15/sh price target 

We model Benchmark on a DCF basis based on a mining inventory of ~41mt @ 

1.6g/t AuEq, mined over ten years. This returns a build start NPV5%-1550/17.50 of 

C$359m. Adding cash of C$6m at the end of May, cash from options and a 

nominal C$10m from the Silver Pond and Marmot drives our 1xNAV5%-1550 of 

C$385m (spot C$599m or C$3.99/sh). We initiate with a BUY rating and 

0.4xNAV5%-1550/17.50 PT of C$1.15/sh. At the current C$0.62/sh, we estimate 

Benchmark is trading at just 0.16xNAV5%-1800, 1xNAV32%-1780 or 1xNAV5%-1076.
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SHARE DATA

Shares (basic, FD, FF FD) 119 / 148 / 306

Share price (C$/sh)

52-week high/low C$0.62 / C$0

Market cap (C$m) 74

SCPe net cash 2Q20 (C$m) 6

1.0xNAV5% @ C$1550/oz (C$m)* 385

1.0xNAV5% FD (C$/sh)* 2.61

Project P/NAV today (x, FD) 0.24x

Average daily value (C$000, 3M) 39

FINANCIALS (yr to Feb) FY24E FY25E FY26E

Gold sold (000oz) -       225 260

Revenue (C$m) -       349 403

AISC (US$/oz) -       876 916

Income (C$m) (18.6) 81 32

EPS (C$) -       0.26 0.10

PER (x) -       2.4x 6.1x

CFPS (C$) -       -       -       

P/CF (x) -       -       -       

EBITDA (C$m) (2.7) (4.5) (4.5)

EV/EBITDA (x) -       -       -       

TIME VALUE: 1550/oz 3Q22 3Q23 3Q24

1xNAV5% FF FD (C$m)^ 458 488 506

1xNAV5% FF FD (C$/sh)^ 1.50 1.59 1.65

TIME VALUE: 1800/oz 3Q22 3Q23 3Q24

1xNAV5% FF FD (C$m)^ 656 696 723

1xNAV5% FF FD (C$/sh)^ 2.52 2.67 2.77

C$0.62/sh

Source: Fidessa, *Diluted for options and ^mine build
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Forgotten high grade underground with potential multi-million ounce pittable gold resource in BC 

Benchmark’s Lawyers operation is a forgotten high-grade underground, passed over as historic mining depleted 

the 10-15g/t material. The ‘ah hah’ moment came with the recognition of wide 1.5-2g/t AuEq (~22% Ag) haloes 

around the depleted veins. Not only was this style not drilled, but much of the non-visual halo was not even 

assayed. We detail here the potential for a 2-3Moz pittable resource. Even modelling just 1.7Moz @ 1.6g/t AuEq 

and ~5:1 strip drives 175koz pa over 10 years at AISC of ~US$900/oz. Every metric we use is there to be beaten; 

ounces, grade, strip, and unit costs. Even if none of these metrics are beaten, there is excellent value in the stock, 

de-risked by the company’s own drill modelling detailed below. Being on-road, near-power and previously disturbed 

all bodes well for capex, opex and permitting compared to far harder to access peers in the Golden Triangle. 

Figure 1 Location of Lawyers north of the Golden Triangle in British Colombia in same-age rocks 

 
Source: Benchmark 

Exploration target points to the path ahead 

On a small budget, Benchmark drilled out the resource widely over the recent two years, and is drilling up to 

50,000m this year to define a maiden resource. Although the wide spaced drilling doesn’t support a compliant 

resource, it very much de-risks the property potential in our view, and Benchmark has set a 1Q20 exploration target 

of 1.9Moz @ 1.73g/t AuEq on the basis of this (Figure 2). Of note, this is based on only one of their three deposits, 

Cliff Creek. Whilst far from compliant, we very much like the quantification of what many would call a ‘prognostic’ 

resource. We don’t see this as over inflated given good lateral and vertical continuity, exclusion of hangingwall and 

footwall veins that could add ounces and  lower strip, and given that it excludes AGB and Dukes Ridge satellites.  

Figure 2: Cliff Creek exploration target 

  
Source: Benchmark, AuEq calculated at US$1,550/oz Au and US$17.50/oz Ag 

Cut off Tonnes AuEq AuEq oz Gold

(g/t Au) (Mt) (g/t) (Moz) (%)

0.00 68.2 1.07 2.34 75%

0.10 67.2 1.08 2.34 75%

0.20 62.0 1.16 2.31 75%

0.30 53.3 1.30 2.22 75%

0.40 42.7 1.51 2.07 74%

0.50 34.7 1.73 1.93 74%

1.00 14.8 2.81 1.33 73%

1.50 7.8 3.87 0.97 73%

2.00 4.4 5.13 0.72 72%

2.50 2.7 6.39 0.55 72%

3.00 1.9 7.48 0.45 72%



 Benchmark Metals, 8 July 2020  

Sprott Capital Partners Equity Research 

 

3 
 

SCPe 2.4Moz @ 1.7g/t resource estimate  

We have derived a bottom-up exploration target, which we believe is there to be beaten on ounces, grade and 

strip. Almost 90% of Cliff Creek’s 35Mt @ 1.28g/t Au and 39g/t Ag exploration target (1.93Moz @ 1.73g/t AuEq, 

Figure 2) falls within 300m of surface, and includes 720koz @ 5.1g/t AuEq within the broader target. We start by 

using a conservative cut on the exploration target of 30Mt @ 1.7g/t AuEq. The orebody is 1.2km long x 150m wide 

x 200m deep average (~300m max), indicating an approximate 25% conversion of the ore body ‘shape’ into the 

company’s exploration target. Using this conversion ratio, the size of AGB and Duke’s Ridge, where Benchmark 

has not defined an exploration target, can be approximated by their shape. Using AGB dimensions of 600m x 60m 

wide x 100-200m deep and a similar conversion ratio drives our 406koz @ 2.7g/t AuEq with a higher grade 

reflective of consistent higher-grade drill results. Duke’s Ridge and Phoenix link together (Figure 3) for a 700m 

long x 60m wide x 150m deep driving an SCPe potential 370koz @ 1.3g/t with drill results in lower grade there. 

Figure 3: Lawyers targets with radiometry overlay 

 
Source: Benchmark 

Converting to SCPe 2.0Moz @ 1.6g/t mining inventory 

Taking our in-situ inventory above (Table 1, Table 5) we apply 10% dilution on the basis of mineralised zones 

being thicker than benches, and an 85% resource to inventory conversion given that more than 90% of resources 

are shallower than 300m and accounting for geological and other losses. This drives our mining inventory of 2Moz 

@ 1.6g/t AuEq (Table 1) which forms the basis our DCF model. 

Table 1: SCPe resource and inventory 

 

SCPe resource Tonnes Au (g/t) Ag (g/t) AuEq (g/t) AuEq (koz)

CC inventory 30 1.3 38.0 1.7 1611

AGB inventory 5 2.0 61.4 2.7 406

DR inventory 9 1.0 29.5 1.3 367

Total 43 1.28 39 1.7 2384

Dilution

Conversion

SCPe Mining inventory Tonnes Au (g/t) Ag (g/t) AuEq (g/t) AuEq (koz)

CC inventory 28 1.1 34.5 1.5 1369

AGB inventory 4 1.8 55.8 2.5 345

DR inventory 8 0.9 26.9 1.2 312

Total 41 1.16 35 1.6 2026

Source: SCPe

10%

85%



 Benchmark Metals, 8 July 2020  

Sprott Capital Partners Equity Research 

 

4 
 

Mining inventory supports 175koz pa with strong parallels to Marathon 

With Lawyers currently pre-maiden resource, we drew on peers, specifically the high-quality Valentine Lake asset 

owned by Marathon, for insight into production metrics, inputs and potential economics. With a 41Mt mining 

inventory, we model a 4Mtpa mill fed by three pits. We use a strip ratio of 5:1 (we expect ~5:1 at Cliffs Creek, and 

lower at other deposits), which we think could be beaten if hangingwall and footwall veins come into inventory with 

infill drilling. Other inputs including mining cost and capital intensity are drawn from peers but on a more 

conservative basis given the early stage of the project. Specific inputs used as well as their effect on NPV (and the 

reason for Lawyers lower NPV) are explained below and in the next section.  

Table 2. SCPe Benchmark vs Marathon key unit inputs and valuation 

 

Prudent inputs leave room for optimisation 

We use conservative inputs. Specifically, C$3.19/t mining costs, C$16/t processing cost and C$2.30/t G&A drive 

our C$369m NPV5%-1550. As can be seen in Table 2, more refined inputs for the more advanced (PFS) Marathon 

drives almost double the NPV with a slightly lower grade and higher strip, i.e. our valuation metrics are certainly 

there to be beaten. Key examples include a staged build employed by Marathon, which dropped capex and lifted 

up IRR by 20%. Adjusting our mining costs from C$3.19/t to Marathon’s adjusted C$2.88/t (adjusted for leases in 

sustaining capital) would take Benchmark’s NPV from C$369m to C$410m, while reducing our processing costs 

from C$15.85 to Marathon’s C$11.26/t lifts this further to C$506m. Increasing gold recovery from our 90% to 93% 

takes this to C$555m, i.e. there is plenty of upside to play with. However, perhaps more important is pit optimisation 

to bring high grade forward at both Cliff Creek and AGB, while the possibility of reduced pit slope angles could see 

strip reduced also. 

Table 3: Benchmark capital and operating cost inputs 

 

BNCH MOZ BNCH MOZ

Mining inventory (000t) 40.6 41.0 LOM C1 costs (US$/oz AuEq) 875 622

AuEq grade (g/t) 1.6 1.4 LOM AISC (US$/oz AuEq) 927 726

Silver by value (% ) 22% 0% Total build capex (C$m) 360 272

Mining inventory AuEq (000oz) 2,026 1,861 Expansion capex (C$m) 0 42

Strip ratio (x) 5.0 7.6 Total sustaining capex (C$m) 81 101

Au recovery (% ) 90.0% 93.0% Gold price (US$/oz) 1,550 1,550

Ag recovery (% ) 76.5% 0.0% Silver price (US$/oz) 17.5 17.5

LOM throughput (Mtpa) 4,058 3,494 Project NPV post-tax (C$m) 359 723

Production AuEq Y1-5 (000oz pa) 224 170 IRR post-tax (% ) 26% 42%

Production AuEq LOM (000oz) 1,754 1,768 Payback (years) 2.00 1.50
Source: SCPe

BNCH MOZ^ SBM (ASX)*

Operation Lawyers Valentine Moose River - Torquoy

Throughput (ktpa) 4,000 4,000 2,200

LoM (years) 11 12 11

Strip (w:o) 5.0 7.6 2.3

BWI (kWh/t milled) 19.2 16 9.4

Pre-prod capex (C$m) 360 314 137

Pre-prod capex(C$/t milled pa) 90 79 62

LoM sust. capex (C$m) 80 231 22

Sust. capex (C$/t milled) 1.8 4.8 0.9

Mining cost (C$/t mined) 3.19 2.51 4.39

Processing cost (C$/t milled) 15.85 11.26 8.90

G&A cost (C$/t milled) 2.27 2.27 1.90

Capital costs

Operating costs

Source:SCPe, Marathon Gold April 2020 PFS, Atlantic Gold Corporation MD&A FYE 31 Dec 2017, ^Marathon's capex 

includes Phase 2 expenditure, lifting capcity to 4Mtpa, Marathon mining & sustaining costs are not adjusted for 

leases *Torquoy was built in 2017 at the brownfields Moose River by Atlantic Gold, doesn't include future add-ons
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Geophysics points to regional upside 

Lawyers’ geology provides a road map to possible extensions through (i) radiometry, (ii) structural discontinuities 

and (iii) visible alterations. We think drill targets outlined by K/Th radiometry and fault continuations will (i) extend 

each target on strike and (ii) add new satellites like Marmot and Silver Pond, both of which have already shown 

promise. Depth extensions are another possibility, noting that (i) the high grade core was previously targeted and 

an underground mine at Cliff Creek and AGB only ever saw 171koz of gold and 3.5Moz of silver and (ii) each target 

is currently wide open at depth. With the above in mind, Benchmark’s highly technical geological team has mapped 

out their infill and expansion drill plans down to the metre (Figure 5), a reflection of a methodical mentality at the 

group as a whole. The company aims to (i) infill to a level acceptable for a PEA and (ii) follow a “drift for structure, 

drill for grade approach” using east-west fences to pick up structures, before drilling along strike to find higher 

grade. In addition, geophysics and mapping continues at Marmot, where various >10g/t grab samples have been 

found 6km south on strike from Lawyers, and at Silver Pond where a 4km2 clay alteration zone has been mapped. 

Figure 4: Targets delineated by (A) radiometry, (B) alterations and (C) faulting 

 
Source: Benchmark 

Figure 5: Benchmark’s summer 2020 drill plan underway now, first assays due in coming weeks 

 
Source: Benchmark 
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Valuation 

We model Benchmark on a DCF basis, with a LT gold and silver prices of US$1,550/oz gold and US$17.50/oz 

silver. We model a 4Mtpa project over 10 years with a LoM strip ratio of 5:1, expecting a starter pit at AGB to come 

online roughly when Cliff Creek breaks ground for a first pour in 2Q24 after a two year, C$360m build. We have 

lifted the build price to account for (i) a relatively remote sit, (ii) a silver circuit and (iii) a 45km power line and three 

small bridge reinforcements – we think this could be partly offset by infrastructure already in place. We examine 

scenario’s which add 25% to our current SCPe target of 40Mt @ 1.6g/t AuEq. We think this will be a likely outcome 

given the exploration upside potential explained earlier. Specifically, a 25% ounce addition take Lawyers NPV5%-

1550 to C$466m and NPV5%-1800 to C$707m. 

Table 4: Lawyers economics summary 

 

Figure 6: Lawyers project sensitivities 

 
Source: SCPe 

Lawyers Mine (100%) 1550 +25% min inv. 1800 +25% min inv.

Mining inventory (000t) 40.6 50.7 40.6 50.7

AuEq grade (g/t) 1.63 1.63 1.63 1.63

Silver by value (% ) 22% 22% 20% 20%

Mining inventory AuEq (000oz) 2,026 2,026 2,026 2,026

Strip ratio (x) 5.0 5.0 5.0 5.0

Au recovery (% ) 90.0% 90.0% 90.0% 90.0%

Ag recovery (% ) 76.5% 76.5% 76.5% 76.5%

LOM throughput (Mtpa) 4,058 4,311 4,058 4,311

Production AuEq Y1-5 (000oz pa) 224 238 220 233

Production AuEq LOM (000oz) 1,754 2,184 1,719 2,141

LOM C1 costs (US$/oz AuEq) 875 877 893 894

LOM AISC (US$/oz AuEq) 927 920 942 933

Total build capex (C$m) 360 360 360 360

Total sustaining capex (C$m) 81 101 81 101

Gold price (US$/oz) 1,550 1,550 1,800 1,800

Silver price (US$/oz) 17.5 17.5 18.5 18.5

Project NPV post-tax (C$m) 359 466 563 707

IRR post-tax (% ) 26% 29% 35% 38%

Payback (years) 2.00 2.00 1.75 1.75

Source: SCPe
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Initiate coverage with BUY rating and C$1.15/sh price target 

An NPV5%-1550/17.50 at 1Q22 build start of C$359m, adding cash of C$6m at the end of May, cash from options and 

a nominal C$10m from the Silver Pond and Marmot targets drives our 1xNAV5%-1550 of C$385m (spot C$599m or 

C$3.99/sh). As such, we initiate coverage with BUY rating and 0.4xNAV5%-1550/17.50 PT of C$1.15/sh. This is typical 

of our pre-resource stocks under coverage where the resource is not immediately ‘self calculable’. As noted above, 

we seem immediate potential to (i) de-risk this with this year’s drilling, (ii) de-risk completely with the maiden 

resource once drilling is complete, (iii) potentially book substantially more ounces, and (iv) value these with a 2021 

PEA. At the current C$0.62/sh, we estimate Benchmark is trading at just 0.16xNAV5%-1800, 1xNAV32%-1780 or 

1xNAV5%-1076.  

Risks 

 Resource: without an NI43-101 resource, we estimate the mineral endowment at Lawyers using the 

companies advance target at Cliff Creek and volume estimations at AGB and Duke’s Ridge. We believe 

that our conversion and dilution assumptions are if anything conservative, but strip ratio is a key metric 

difficult to estimate at this time. 

 Processing: Historic recoveries, grind size and BWI are based on previous work done on higher grade 

ore at AGB and Cliff Creek. While we do not except processing of the lower grade ore to be significantly 

different, this possibility exists. 

 Permitting: As with any mining project, there is inherent permitting risk but we think progress with First 

Nations and the fact the site has been mined previously will mitigate this risk. 

 Costing: Without having attained quotes, costing risk is inherent, as noted previously, we believe that our 

inputs are prudent enough to mitigate this and potentially allow for future upside. 

Catalysts 

 3Q20: Maiden drill results from CY20 drill programme 

 3Q20: Completion of 40-50,000m initial drilling 

 4Q20: Potential lift toward100,000m of drilling, results dependent 

 1H21: Maiden NI 43-101 resource 

 2H21: PEA 

 2Q22: SCPe build start 

 2Q24: SCPe first pour 
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Ticker: BNCH CN Price / mkt cap: Project PNAV today: Asset: Lawyers

Author: Brock Salier/Chris TonkinRec / 0.4xNAV PT: 1xNAV3Q20  FF FD: Country: Canada: BC

Commodity price FY19A FY20E FY21E FY22E FY23E SCPe Mining inventory Tonnes Au (g/t) Ag (g/t) AuEq (g/t)AuEq (koz)

Gold price 1,550 1,550 1,550 1,550 1,550 CC inventory 28.00Mt 1.1g/t 33.6g/t 1.5g/t 1369koz

SOTP project valuation* AGB inventory 4.38Mt 1.8g/t 54.4g/t 2.5g/t 345koz

C$m O/ship NAVx C$/sh DR inventory 8.20Mt 0.9g/t 26.2g/t 1.2g/t 312koz

Ungeared proj. @ build start (1Q22) 359 100% 0.40x 0.97 Funding: uses Funding: sources

SCP cash 1Q20 6 100% 1.00x 0.04 Mine build capex C$360m SCPe 1Q20 cash + options cash* C$20m

Cash from options 10 100% 1.00x 0.07 SCPe G&A to 1st Au C$11m Raise to fund DFS @ spot C$15m

Silver Pond and Marmot 10 100% 1.00x 0.07 SCPe pre-production expl'n C$18m Mine debt @ 60% gearing C$231m

Asset NAV5% C$1550/oz 385 1.15 SCPe finance costs + wkg cap C$18m Mine build equity at 0.4xNAV C$140m

*Shares diluted for options but not mine build Market P/NAV5% 2Q20 0.24x Total uses C$407m Total proceeds C$406m

Asset value: 1xNPV project @ build start (C$m, ungeared)* *Cash from options expiring pre first pour Buffer C$0m

Project NPV (C$m)* $1150oz $1350oz $1550oz $1750oz $1950oz Share data Basic FD FF FD with build

10.0% discount 51 218 247 368 488 Basic shares (m) 118.6 147.6 306.0

7.5% discount 82 268 299 433 566 Ratio analysis (yr to Feb) FY19A FY20E FY21E FY22E FY23E

5.0% discount 117 326 359 508 656 Average shares out (m) 71.9 126.9 142.8 294.8 316.5

Ungeared project IRR: 19% 21% 26% 31% 36% EPS (C$/sh) -          -          -          -          -          

Project NPV (C$m)* 1.23g/t 1.43g/t 1.63g/t 1.83g/t 2.03g/t CFPS (C$/sh) -          -          -          -          -          

Min Inventory 41Mt 25 280 359 540 721 EV (C$m) 34.6 66.4 89.0 227.8 439.2

Min Inventory 45Mt 53 331 406 602 798 FCF yield (%) -          -          -          -          -          

Min Inventory 50Mt 87 390 460 672 885 PER (x) -          -          -          -          -          

NPV5 (C$m)* $1250oz $1400oz $1550oz $1700oz $1850oz P/CF (x) -          -          -          -          -          

Au recovery: 80% 26 165 304 295 394 EV/EBITDA (x) -          -          -          -          -          

Au recovery: 90% 221 248 359 471 582 Income statement (yr to Feb) FY19A FY20E FY21E FY22E FY23E

Au recovery: 95% 319 324 441 559 676 Net revenue (C$m) -          -          -          -          -          

*Project level NPV, excl finance costs and central SGA, discounted to build start COGS (C$m) -          -          -          -          -          

Group valuation over time^ 3Q20 3Q21 3Q22 3Q23 3Q24 Gross profit (C$m) -        -        -        -        -        

Lawyers mine (C$m) 325 342 412 626 784 D&A, attrib (C$m) -          -          -          -          -          

Silver Pond and Marmot (C$m) 10 10 10 10 10 Admin (C$m) 2.3 2.7 2.7 4.5 4.5

Group G&A and finace (C$m) (87) (74) (67) (66) (59) Expensed exploration (C$m) 1.8 -          -          -          -          

Net cash prior qtr (C$m) 10 8 94 (92) (239) Finance cost (C$m) -          -          -          0.6 14.1

Cash from options (C$m) 10 10 10 10 10 Royalty (C$m) -          -          -          -          -          

NAV FF FD (C$m) 268 297 458 488 506 Forex, other (C$m) (0.3) -          -          -          -          

FD shares in issue (m) 148 148 306 306 306 Taxes (C$m) -          -          -          -          -          

1xNAV5%/sh FF FD (C$/sh) 1.81 2.01 1.50 1.59 1.65 Net income (C$m) (3.8) (2.7) (2.7) (5.1) (18.6)

Equity ROI from spot (% pa) 224% 80% 60% 48% Cash flow (yr to Feb) FY19A FY20E FY21E FY22E FY23E

Geared company NAV diluted for mine build, net G&A and finance costs EBIT (C$m) (3.8) (2.7) (2.7) (4.5) (4.5)

2Q24 1xNAV FF FD (C$/sh)^ $1250oz $1400oz $1550oz $1700oz $1850oz Add back D&A (C$m) -          -          -          -          -          

10.0% discount 0.64 0.75 1.25 1.79 2.35 Less tax + net interest  (C$m) -          -          -          0.6 14.1

7.5% discount 0.78 0.90 1.44 2.02 2.63 Net change in wkg cap (C$m) 0.5 -          -          -          0.2

5.0% discount 0.93 1.06 1.65 2.28 2.93 Add back other non-cash (C$m) 1.7 0.5 0.5 1.1 14.6

Geared project IRR: 15% 16% 22% 27% 32% Cash flow ops (C$m) (1.7) (2.2) (2.2) (4.0) (3.8)

2Q24 1xNAV FF FD (C$/sh)^ 1.2g/t 1.4g/t 1.6g/t 1.8g/t 2.0g/t PP&E - build + sust. (C$m) (0.5) -          -          (180.0) (180.0)

Min Inventory 41Mt 136 419 506 706 907 PP&E - expl'n (C$m) (5.1) (10.5) (10.5) -          -          

Min Inventory 45Mt 165 474 557 773 990 Cash flow inv. (C$m) (5.7) (10.5) (10.5) (180.0) (180.0)

Min Inventory 50Mt 201 537 614 849 1,085 Share issue (C$m) 14.4 15.0 -          140.0 -          

^Project NPV incl grp SG&A & fin. cost, +net cash; *diluted for mine build equity Proceeds from warrants (C$m) 2.7 -          -          -          -          

Production Y1 Y2 Y3 Y4 Y5 Debt draw (repay) (C$m) -          -          -          29.9 201.3

Gold eq production (000oz) 225 202 171 155 169 Cash flow fin. (C$m) 17.1 15.0 -        169.9 201.3

C1 cost (US$/oz) 834 866 809 871 831 Net change in cash (C$m) 9.8 2.3 (12.7) (14.1) 17.4

AISC cost (US$/oz) 876 916 870 938 892 EBITDA (C$m) (2.1) (3.8) (2.7) (2.7) (5.1)

AISC = C1 + ug sustaining capex, Y1 = 12M to Feb 2025 Balance sheet (yr to Feb) FY19A FY20E FY21E FY22E FY23E

Cash (C$m) 10.2 12.5 (0.3) (14.3) 3.1

Acc rec., inv, prepaid (C$m) 0.2 0.3 0.3 0.3 0.1

PP&E + other (C$m) 12.8 23.3 33.8 213.8 393.8

Total assets (C$m) 23 36 34 200 397

Debt (C$m) 0.2 0.2 0.2 30.7 246.1

Accounts payable (C$m) 0.1 0.1 0.1 0.1 -          

Others (C$m) 1.1 1.1 1.1 1.1 1.1

Total liabilities (C$m) 1.4 1.4 1.4 31.9 247.2

Sh'hlds equity + wrnts (C$m) 30.4 45.9 46.4 187.0 187.5

Retained earn'gs + rsvs (C$m) (8.6) (11.3) (14.0) (19.2) (37.8)

Liabilities + equity (C$m) 23 36 34 200 397

Source: SCP estimates

C$1.81/shBUY, C$1.15/sh
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Lawyers assets 

Benchmarks Lawyer’s project lies just North of the Golden Triangle in British Columbia, about 450km NW of Prince 

George and 45km NW of the Kemess gold/copper porphyry. The property is road accessible with sealed road close 

to site and local gravel road given the historic operation there, with a nearby landing strip for plane access. The 

only infrastructure required is three bridge upgrades to 30t, and a 45km power line to link to grid power. The 

company holds 140km2 across undulating hills, including over core targets Cliff Creek and Amethyst Gold Breccia 

(AGB), both mined in the early 1990’s. The company is permitted to drill through to 2025, and has signed initial 

agreement with First Nations. The “already disturbed” nature of the ground should ease permitting in our view. 

Figure 7 Asset location 

 
Source: Benchmark 

History: 1960 exploration preceded initial drilling by a Serem / Agnico Eagle JV on AGB in ~1980, followed by 

discoveries at Cliff Creek and Duke’s Ridge shortly thereafter. After ~33,000m of drilling, an initial resource of 941kt 

@ 7.2g/t Au and 260 g/t Ag supported permitting, with mining of the AGB, Cliff Creek and Phoenix deposits post 

1989 first pour. Operators mined narrow-vein high-grade veins, with whole ore cyanidation and Merrill-Crowe, 

followed by floatation and re-treatment of concentrate to recovery additional silver, with historic recoveries of 95% 

Au and 82% Ag. In total, 682kt was processed to recover 171koz Au and 3.5Moz Ag, with the high-grade target 

exemplified by an average grade of 190g/t Ag and 8.5g/t Au. This is critical to the current investment case as 

Benchmark is not seeking to define more of this high-grade, but to define the bulk resource that was not so much 

mined out, but entirely left behind, to the extent that non-vein material was rarely even assayed. After mining 

ceased in 1992, the site was closed in 1993 and the site was fully reclaimed and tenure lapsed. 

Figure 8. Historic mining operations, and ROM ore processed 

  
Source: Benchmark 

Historic mining Gold Silver

ROM mined (000t)

Rom grade (g/t) 190 8.5

Recovery (% ) 85% 92%

3,546 171

AuEq : 11.75

682
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Geology 

Regional geology: The Toodoggone region that hosts Lawyers stretches 1,500km2 from the Kemess South mine 

to Chuckachida River, hosting a variety of high- and low-sulfidation epithermal Au-Ag deposits, porphyry Cu-Au, 

and rarer iron or copper skarns. The belt overlies Stikine Terrane strata, made up of Paleozoic to Mesozoic island 

arc formations overlying Mesozoic sediments. From old to young the host sequence comprises (i) Devonian 

crystalline limestone (ii) Triassic mafic volcanics and (iii) Jurassic volcanics (iv) Cretaceous sediments (including 

clastics of the Skeena Group). Volcanics display broad folds, and generally dip towards the west. The known 

epithermal gold-silver deposits are all within the lower Toodoggone volcanics and below. Gold-copper porphyries 

are present in the Black Lake, Jurassic, granodiorite/quartz intrusions e.g. Kemess South mine, while some 

iron/copper skarns are also present in the region. A parallel northwest-trending set of younger, steeply dipping 

faults and half-grabens are the main structural discontinuities in the area. 

Local: The Lawyers project is predominantly hosted in the lower most unit of an eruptive cycle comprising 

trachyandesites and underlying quartz andesite. West of AGB is a thick andesite to trachyandesite sequence. The 

upper cycle is basaltic and hosts various tuffs. Towards the east at Duke’s Ridge a trachytic/k-feldspar as fall 

sequence is well exposed, these are overlain by horneblende andesite crystals tuffs. Mineralisation occurs in (i) 1-

8m wide quartz veins with acanthite, sulfosalts, chalcopyrite, pyrite and native silver at Phoenix and (ii) multi-phase 

hydrothermal breccias with fine- to medium-grained sulphides, native gold and silver. 

Figure 9: Lawyers stratigraphy (A) plan (B) section 

  

Source: Benchmark 

Resource definition and growth 

Resources are strongly correlated with fault structures, ground magnetics, alteration (e.g. quartz-sericite-pyrite and 

silica flooding) and to larger extent radiometrics where red shows high K/Th (Figure 10A). These techniques have 

allowed Benchmark to delineate drilling targets, with the focus on Cliff Creek, AGB, Duke’s Ridge and Phoenix, 

followed by Marmot and Silverpond, and a number of longer term targets. It is important to note that prior operators, 

under the ‘shadow of a headframe’, did conduct regional exploration. However, the target was firmly >10g/t AuEq 

veins only. Thus, broader medium-grade alteration haloes, themselves with larger high-K alteration zones suitable 

for exploration vectoring (Figure 10C). 
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Figure 10: (A) Targets delineated by radiometry (B) alteration and (C) faulting 

 
Source: Benchmark 

The company is targeting a maiden resource in 2H20, with two RC rigs and two or three diamond rigs turning for 

up to 50,000m of drilling in 2020. This is broken into; (i) 62% infill and resource expansion (ii) 23% east-west fences 

to intercept en echelon veins (iii) 8% connecting Cliff Creek to Duke’s Ridge and (iv) 7% greenfields exploration at 

Silver Pond and Marmot. Infill will target Cliff Creek, AGB and Duke’s Ridge in that order. 

Figure 11: Benchmark 2020 drilling plan 

 
Source: Benchmark 

Satellite exploration upside 

Marmot and Marmot east lie 3km south of Lawyers along strike. The zone 500m x 250m zone has been delineated 

by radiometry, mapping and soils and appears to hold a similar structure and mineralisation to Lawyers. In 2019 a 

number of rock samples had grades >10g/t. Clay mapping Silver Pond, 850m north of Cliff Creek, has shown a 

4km2 argillic alteration with acidities related to porphyry and high-sulfidation systems. 

Cliff Creek: 
Infill & resource expansion: 12,755m; 63 holes 
Expl’n fences: 5,730m; 36 holes 

Phoenix: 
Infill & resource expansion: 460m; 3 holes 
Expl’n fences: 1,220m; 8 holes 

AGB: 
Infill & resource expansion: 6,240m; 33 holes 
Expl’n fences: 3,270m; 13 holes 

Duke’s Ridge: 
Infill & resource expansion: 3,510m; 21 holes 
Expl’n fences: 1,380; 11 holes 

CC-DR connector: 3,740m; 23 
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Figure 12: (A) Marmot and Marmot East soil and rock samples (B) Silver Pond argillic alteration 

  
Source: Benchmark 

SCPe mining inventory 

Cliff Creek has a 0.5g/t cut-off resource target of 30-34Mt @ ~1.27g/t Au and ~40g/t Ag (1.67g/t AuEq at spot) for 

a range of (i) 1.68Moz AuEq when including un-sampled intervals from historic drilling at half the detection limit, or 

(ii) 1.92Moz AuEq when considering un-sampled intervals as blank. Around 50-100kt should be depleted from this 

target to account for previous mining. Around 90% of the resource falls within a 300m deep pit shell and drilling 

points to a 600-700koz >5g/t AuEq high-grade zone within the broader target. The orebody dimensions are 1,200m 

long x 150m wide x 200m deep average (~300m max). The SG of mineralised material is ~2.6 based on the 2018 

NI43-101. The deposit appears to have high-grade areas, meaning the inventory is very sensitive to cut-off grade. 

For example, at a 2g/t cut-off, Benchmarks target drops to ~4Mt at >5g/t for ~650koz. 

Figure 13: Cliff Creek pit (A) plan and (B) section 

 
Source; Benchmark 

AGB and Duke’s Ridge have similar structures and although currently smaller, both appear to have a grade and 

strip to support mining operations. AGB’s grades appear to be higher than those at Cliff Creek and Duke’s Ridge. 

AGB dimensions of 600m long x 60m wide x 100-200m deep x 2.6 SG mean it could yield 10-20Mt once fully drilled 

(Figure 14). Duke’s Ridge and Phoenix link together for a 700m long x 60m wide x 150m deep x 2.6 SG deposit 

for a potential 16Mt, low-grade pit (Figure 15). 
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Figure 14: AGB pit (A) plan and (B) section 

 
Source: Benchmark 

Figure 15: Duke’s Ridge and Phoenix (A) plan and (B) section 

 
Source: Benchmark 

 

We model a SCPe inventory as shown in Table 5. Our estimates are based (i) Benchmark’s resource target at a 

0.5g/t cut-off for Cliff Creek and (ii) visual estimates and volume calculations (x 25% for AGB and Duke’s Ridge). 

We estimate 10% dilution on the basis of mineralised zones being thicker than benches, as well as an 85% 

resource to inventory conversion given that more than 90% of resources are shallower than 300m. 
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Table 5: SCPe resource and inventory 

 

Mining 

We model three separate pits, Cliff Creek, AGB and Duke’s Ridge. We model each pit based on Benchmark 

US$1,500/oz pit shells and 50° overall pit slopes on the below dimensions. Of note, the higher bond work index 

reflects competent ground away from the ore zones, which both allows for steepened pit walls, as well as explains 

historic poor ground conditions. 

Cliff Creek: We model a 1,200m long x 400m wide x 300m deep (max) pit for 28Mt @ 1.5g/t AuEq at 0.5g/t cut-off 

as explained above. This results in SCPe strip ratio of ~5:1. Areas of high-grade indicate (i) that the NPV will likely 

increase after pit optimisation with higher-grade early-years feed, and (ii) a small high-grade pit offers optionality. 

AGB: We model a 600m long x 300m wide x 200m deep pit for 5Mt of inventory at 2.5g/t AuEq for a ~10:1 strip. 

The high-grade nature at AGB, particularly as high grades are close to surface, means that a starter pit here could 

lift the overall NPV. This is how we expect the mine plan to emerge. We also think that there is potential upside at 

AGB in terms of resource growth and a lower strip, taking into consideration the deposit dimensions vs our SCPe 

estimate as we use a 0.5x factor to calculate mining inventory. 

Duke’s Ridge: We model a 600m long x 150m wide x 150m deep pit for 8Mt of inventory at 1.2g/t AuEq for a ~2.2:1 

strip. We expect Duke’s Ridge to act as an additional ore supply after the AGB starter pit has been depleted. 

Figure 16: SCPe production profile and yearly gold production at Lawyers 

 
Source: SCPe 

SCPe resource Tonnes Au (g/t) Ag (g/t) AuEq (g/t) AuEq (koz)

CC inventory 30 1.3 38.0 1.7 1611

AGB inventory 5 2.0 61.4 2.7 406

DR inventory 9 1.0 29.5 1.3 367

Total 43 1.28 39 1.7 2384

Dilution

Conversion

SCPe Mining inventory Tonnes Au (g/t) Ag (g/t) AuEq (g/t) AuEq (koz)

CC inventory 28 1.1 34.5 1.5 1369

AGB inventory 4 1.8 55.8 2.5 345

DR inventory 8 0.9 26.9 1.2 312

Total 41 1.16 35 1.6 2026

Source: SCPe
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This shows peak ~40Mtpa in the first few years, falling back to a steady 22-28Mtpa (Figure 16) while feeding 4Mtpa 

of ROM ore at a LoM strip of 5.1 across the three pits. Marathon Gold is quite similar, with 36Mt in Y1 to peak 

56Mt. We estimate the latter part of the production profile can be met with <20 100t trucks (Cat 777s) with four  

front end loaders (Cat 992s or 994s) while the first few years would need additional equipment. We anticipate the 

use of contract miners and so have prudently modelled mining costs of C$3.19/t mined (US$2.40/t) vs Marathon’s 

recent PFS showing US$2.17/t (US$1.90/t reported plus lease costs in sustaining capital).  

Processing 

When the high grade core was mined, historical recoveries were 95% for gold and 82% for silver using a two-stage 

crushing, single stage grinding (to P80 = 90µm), conventional cyanidation and a Merrill-Crowe circuit for both gold 

and silver. Whole ore leach saw 93% of gold and 47% of silver recovered through cyanidation, but ~2% of gold 

and 35% of silver recovered from cyanidation of flotation concentrate thereafter. We don’t expect that recovery will 

be materially lower than historical results as (i) metallurgical technology has lifted recovery across the gold mining 

industry since Lawyers operated, (ii) a P80 = 90µm leaves room to further reduce grind size if necessary. This 

would logically be offset by lower grades for the halo ore targeted. 

We again draw some parallels with Marathon’s Phase 2 4Mtpa, 1.8 g/t Au plant which considers a 150µm grind 

SAG mill followed by a gravity circuit (45% recovery), a flotation circuit (90% recovery) and a 15µm regrind followed 

by 22hr CIL tank leach to processes flotation tailings for a final 91%-92% recovery. We expect that (i) some key 

components such as the gravity circuit will be smaller in a Benchmark plant with more intense cyanidation, and (ii) 

there will be a two stage milling process with the second phase bigger than that of Marathon given the increased 

BWI and lack of gravity before any regrind. Specifically, Cliff Creek and AGB’s bond work index of 19.2 kWh/t, from 

historical data, compares to Marathon’s 16 and Atlantic Gold’s 9.4 and 15.3 at Torquoy and Beaver Dam, 

respectively. This was considered when establishing likely capital and operating costs. However, historic work 

targeted quartz-veins only. The wide alteration halo should result in a blended BWI in the mid to high teens, i.e. 

slightly lower than the historic 19kWh/t. 

Economics 

We draw operating and capital cost assumptions from peers, with a focus on Marathon Gold’s Valentine project 

and St Barbara / Atlantic Gold’s Torquoy project at Moose River. 

Table 6: Benchmark capital and operating cost inputs 

 

Capex: The Valentine project PFS shows capex of C$314m, including a C$42m plant expansion from 2.5Mtpa to 

4Mtpa in year 3-4 while Torquoy has already been built and has been operating well since early 2018. Torquoy’s 

lower capex cost comes from (i) lower plant costs due to softer ore and (ii) being a brownfields site benefitting from 

existing infrastructure. We lift our capital intensity to C$90/t pa vs C$79/t and C$62/t for Valentine and Torquoy, 

respectively, on the basis that (i) Lawyers needs a 45km power line, (ii) three small bridges needs reinforcing, (iii) 

Lawyers is more remote than both Valentine and Torquoy and (iv) additional contingency for the silver circuit. The 

BNCH MOZ^ SBM (ASX)*

Operation Lawyers Valentine Moose River - Torquoy

Throughput (ktpa) 4,000 4,000 2,200

LoM (years) 11 12 11

Strip (w:o) 5.0 7.6 2.3

BWI (kWh/t milled) 19.2 16 9.4

Pre-prod capex (C$m) 360 314 137

Pre-prod capex(C$/t milled pa) 90 79 62

LoM sust. capex (C$m) 80 231 22

Sust. capex (C$/t milled) 1.8 4.8 0.9

Mining cost (C$/t mined) 3.19 2.51 4.39

Processing cost (C$/t milled) 15.85 11.26 8.90

G&A cost (C$/t milled) 2.27 2.27 1.90

Capital costs

Operating costs

Source:SCPe, Marathon Gold April 2020 PFS, Atlantic Gold Corporation MD&A FYE 31 Dec 2017, ^Marathon's capex 

includes Phase 2 expenditure, lifting capcity to 4Mtpa, Marathon mining & sustaining costs are not adjusted for 

leases *Torquoy was built in 2017 at the brownfields Moose River by Atlantic Gold, doesn't include future add-ons
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gives a total pre-production capex of C$360m. Sustaining capex at Valentine includes yellow equipment leases 

which we include at Lawyers in our (contract) mining cost. 

Opex: We lift our mining and processing costs vs peers given the higher BWI based on more competent rock. The 

counterbalance to this is offset from steeper pit walls afforded by such rock. Similarly our processing costs are 

conservatively well above peers for now even if pro-rated to BWI, so this could provide further savings too. 

We model a 40Mt mining inventory across the three mines at our LT gold price of US$1,550/oz with a 

US$1,800/oz scenario also. With plenty more drilling to be done, we then show scenarios lifting the mining 

inventory by 25% (Table 7). 

Table 7: SCPe Lawyers mine economics 

 

Figure 17: Lawyers mine sensitivities 

 
Source: SCPe 

 

  

Lawyers Mine (100%) 1550 +25% min inv. 1780 +25% min inv.

Mining inventory (000t) 40.6 50.7 40.6 50.7

AuEq grade (g/t) 1.6 1.6 1.6 1.6

Silver by value (%) 22% 22% 20% 20%

Mining inventory AuEq (000oz) 2,026 2,026 2,026 2,026

Strip ratio (x) 5.0 5.0 5.0 5.0

Au recovery (%) 90.0% 90.0% 90.0% 90.0%

Ag recovery (%) 76.5% 76.5% 76.5% 76.5%

LOM throughput (Mtpa) 4,058 4,311 4,058 4,311

Production AuEq Y1-5 (000oz pa) 224 238 219 233

Production AuEq LOM (000oz) 1,754 2,184 1,714 2,134

LOM C1 costs (US$/oz AuEq) 865 867 885 887

LOM AISC (US$/oz AuEq) 919 915 937 930

Total build capex (C$m) 360 360 360 360

Total sustaining capex (C$m) 81 101 81 101

Gold price (US$/oz) 1,550 1,550 1,780 1,780

Silver price (US$/oz) 17.5 17.5 18.0 18.0

Project NPV post-tax (C$m) 369 477 549 690

IRR post-tax (%) 27% 29% 35% 37%

Payback (years) 2.00 2.00 1.75 1.75

Source: SCPe
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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  

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 securities1 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: 17

HOLD: 0

SELL: 0

UNDER REVIEW: 0

TENDER: 0

NOT RATED: 0

TOTAL 17

Summary of Recommendations as of July 2020


