
  

Capricorn lookalike targeting >1Moz pittable at 10c on the dollar 

Saturn’s Apollo project covers over 1,000km2 of Yilgarn Greenstone with the 

surrounding Laverton and Leonora belts hosting >200Moz, demonstrably more 

prospective than the recently popular Pilbara. Saturn has already defined 

781koz @ 1g/t at Apollo from just 46,000m of drilling over two years. The ‘ah 

hah’ moment came in 2H19 with the discovery of parallel ‘in pit’ hanging wall 

ounces bulking the system to 600m width, which combined with the 1.2km strike 

gives us confidence that a 1-2Moz pittable resource will be defined. 

The devil is in the detail, and Apollo ticks all the boxes 

We show that 1g/t can drive 50% gross margins in Australia at well under spot 

gold, dependent on five things. Metallurgy – Apollo’s ore is not hard at 16kWh/t 

BWI, has 92% recovery at coarse 300µm crush (98% @ 90µm), leaches in 

~12hrs and has low cyanide and lime consumption. Size – 4Mtpa mills have 

economies of scale but need sizeable reserves which we expect. Geometry – 

single pits always beat multi-satellites, and Apollo is one big pit. Strip – new 

ounces coming across-strike means growth comes without sacrificing strip. 

Logistics – the project is 35km from a gas pipeline, and in well-supplied Yilgarn. 

Analogies to peer Capricorn at 10c on the dollar 

Apollo trades at US$50/oz of existing resource, or US$26-39/oz on SCPe 1-

1.5Moz scenarios. This compares to Capricorns current US$429/oz (US$491/oz 

if A$93m hedge liability included). The difference – Capricorn has done an 

excellent job of drilling their reserves, and has now completed a FS. Better, our 

DCF for Saturn below lifts Capricorn’s processing and mining costs by 10% and 

50% compared to Capricorn, and still sees >A$600m NPV at spot. 

Free ‘flyer’ on satellites high-grade ounce dirt at West Wyalong  

Saturn has barely explored their 1000km2 licence, but already hit near-mine 

highlights of 10m @ 10g/t and 9m @ 9g/t just 3.5km from Apollo Hill, so we have 

confidence satellite resources will build. In addition, Saturn is earning 85% of 

the West Wyalong property in NSW. Historic mining extracted 439koz @ 36g/t, 

but hasn’t been touched since 1915, and was only stoped to ~274m deep. 

Initiate coverage with BUY rating and A$1.45/sh 0.3xNAV1650 PT 

We model Saturn on a DCF basis, using similar inputs to Capricorn’s DFS, but 

lift processing and capex by ~10%, and mining costs by ~50% to a realistic 

number. This drives our NAV5% of A$623m or A$6.93/sh at spot including a 

nominal A$10m for West Wyalong. At our LT US$1,650/oz, our NAV stands at 

A$432mm or A$4.80/sh. We apply a conservative 0.3x multiple to this given the 

continued drilling required, and initiate coverage with a BUY rating and a 

0.3xNAV5%-1650 A$1.45/sh price target. The key risk is defining the larger 

resource, then reserves. Stepping back, we think there is in fact potential to beat 

our reserve target, with satellites beyond this on the 1000km2 holding. 

Saturn Metals (STN AU)  

Targeting >1Moz vanilla W Australian open pit 
RECOMMENDATION: BUY  PRICE TARGET: A$1.45/sh   RISK RATING: SPECULATIVE 
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SHARE DATA

Shares (basic, FD, FF FD) 88 / 90 / 181

Share price (A$/sh)

52-week high/low A$0.77 / A$0.29

Market cap (A$m) 63

SCPe net cash 2Q20 (A$m) 1.4

1.0xNAV5% @ US$1650/oz (A$m)* 432

1.0xNAV5% FD (A$/sh)* 4.80

Project P/NAV today (x, FD) 0.15x

Average daily value (A$000, 3M) 262

FINANCIALS CY25E CY26E CY27E

Gold sold (000oz) 107 122 122

Revenue (A$m) 235 269 269

AISC (US$/oz) 1,295 1,295 1,295

Income (A$m) 48 58 60

EPS (A$) 26 32 33

PER (x) 2.7x 2.3x 2.2x

CFPS (A$) 18 42 44

FCF yield (%) 25% 59% 61%

EBITDA (A$m) 97 111 111

EV/EBITDA (x) 1.8x 1.4x 1.2x

TIME VALUE: 1650/oz 3Q22 3Q23 3Q24

1xNAV5% FF FD (A$m) 369 384 511

1xNAV5% FF FD (A$/sh^) 2.87 2.11 2.81

TIME VALUE: 1900/oz 3Q22 3Q23 3Q24

1xNAV5% FF FD (A$m) 553 577 714

1xNAV5% FF FD (A$/sh^) 4.27 3.47 4.30

Source:Fidessa; *diluted for options only ^plus mine build

C$0.72/sh
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West Australian ‘big blob’ gold open pit 

Saturn was formed in 1Q18 as the spin-off of the Apollo Hill asset from Peel Mining (now ~5% holder) with A$7m 

raised at 20c based on the 2Q17 505koz @ 0.91g/t resource (Figure 1). Ian Bamborough joined and remains MD, 

a former Newmont geologist and prior MD of Spectrum Rare Earths. With a low market cap, he advanced 

cautiously, drilling ~12,000m for a 4Q18 resource upgrade to 685koz, then another ~19,000m to achieve the 

current 780koz @ 1g/t resource. A step-change in ounce potential came with the CY19 recognition of new 

hangingwall zones that potentially fall within an enlarged pit shell, adding low-strip ounces, but also potentially 

extending the depth to which mineralization is sensibly open pittable.  

Figure 1. (A) Location of >1,000km2 license, and (B) share prices and shares on issue since 1Q18 IPO 

  

 
Source: Apollo, Bloomberg 

Existing resource base compiled on shoestring budget: the opportunity – get big fast! 

Saturn’s 781koz @ 1g/t resource at Apollo Hill is remarkable because it has been compiled quickly, over just two 

years, and at very low cost / drill meters. Only ~60,000m of drilling has gone into the resource, with ~30,000m of 

that drilled by Saturn at very little cost, adding ounces since the last resource at just US$18/oz. However, this is a 

physically very large resource, simply meaning that the more meters that go in, the more ounces are added. Thus 

the opportunity we see is to step up the drilling (and hopefully resource size), adding 50,000m in short order. 

Table 1. Resource grow over time showing discovery cost 

 
            Source: Saturn, SCPe from quarterly reports 

Jun-17 Nov-18 Oct-19

Tonnes (000t) 17.2 20.7 24.5

Grade (g/t Au) 0.91 1.03 0.99

Ounces (000oz) 505 685 781

Indicated (%) - 17% 38%

Indicated (g/t) - 1.09 1.01

Meters added 26,761 11,687 18,600

Meters drilled 26,761 38,448 57,048

SCPe disc. cost (A$/oz new) - ~9 ~18

SCPe drill cost (A$/m) 157 176

A$7m @ 20c 685koz A$1.5m @ 21c A$3.3m @ 21c 781koz A$3m @ 27c A$3m @ 27c 
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Metallurgically ideal; a key ingredient for bulk low-grade assets 

Weathering ranges from 10-40m provide early-years oxide. Fresh rock metallurgy is exceptional, with >60% gravity 

recovery, 92% recovery at just 300µm, lifting to 97-98% at 90µm. Composites averaged 0.73g/t, with ~85% 

recovery from a 0.07g/t sample, allowing flexibility to lower cut-off grades. Ore is medium-hard at 16kWh/t BWI, 

has low cyanide consumption at 0.22kg/t (i.e. <US$20/oz) and low 0.55kg/t lime consumption. There is even heap-

leach potential, with 69-77% recovery at 4-8mm crush, including 67% recovery after just two weeks. Investors 

should expect low opex (cyanide, lime, crush, gravity) and reduced capex (coarse grind, smaller tankage). 

Table 1. Bottle roll recovery tests after 2, 4, 6, 24, and 48hrs 

 
         Source: SCP modified from Saturn Metals 

Hangingwall discovery adds shallow ‘in pit’ ounces  

Figure 2 shows the 2019 resource outline (pink) and a cross section of the deposit at 2018. More recent drilling is 

now extending across strike into the hangingwall. The 2018 cross section (top inset) showing a simple thick ore 

body. The lower cross sections show the evolution over time into the hanging wall as the new zone emerges.  

Figure 2: (A) 2018 and (B) 2019 resource showing shift from strike extensions to hangingwall zone 

 

 

2018 cross section 

Source: Saturn Metals 
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What is going on geologically, and what are the implications?  

Firstly, the main zone is hosted in a massive tholeiitic (pillow) basalt in the north, and a mafic schist in the south. 

The main zone gold structure thus appears to represent a lateral jog as the main lineament moves between the 

two rock units. We think this simplistically ‘shatters’ host rocks in a brittle (basalt) and ductile (schist) manner to 

form a wide area of low-grade mineralization within a pervasive alteration envelope of typical silica-sericite-albite 

(typical ‘apple green’ Archean alteration). The hangingwall is an interbedded sequence of thicker dolerite and 

basalt, providing a better competency contrast to focus fluids, hence being higher grade. Next, there appears to 

be both a vertical aspect to mineralization (the main structures), but also a series of higher-grade sub-horizontal 

structures that have been identified in the hangingwall. It was originally thought these could be drag / Z folds with 

higher grades on the hinge of small folds. With diamond drilling now underway, there is a consistent repeatability 

of high grade, e.g. 8m @ 13g/t from 126m, then 11m @ 3.3/t from 200m and 12m @ 10.0g/t from 269m. 

Figure 3. (A) Long section of hanging wall ‘ladder veins’ flowing SW with resource in background, (B) hole 312 (12m 
@ 10.0g/t) with 50 degree west dipping ‘ladder vein’ highlighted in red 

  

High-integrity geological leadership drives low G&A and high conversion of cash to meters 

Most juniors quoted drilling ‘costs’ simply don’t tally with financials as drilling often becomes a minority of spend. 

Since IPO in 1Q18, Saturn has drilled ~46,000m for a cost of A$7m or just A$158/m for all exploration (including 

fuel, camp, geophysics, mapping etc, ~A$75/m underlying cost). Over two years, based on published accounts we 

estimate G&A has come to only A$2.2m, with an industry-leading 77% of cash going into the ground. Specifically, 

Saturn initially drilled just ~12,000m over 9M for their first resource update, so 180koz cost only A$1.6m or A$9/oz 

or A$160/m. The following 11M again saw ~19,000m drilled for a further ~100koz at a cost of only A$34/oz or 

A$176/m as drilling deepened on the main zone. This has taken total drilling to just 57,000m for the current 780koz.  

This integrity can be seen in the CEO’s incentivization, with 50% of 3M incentive options vesting on 1Moz resource, 

20% on a new 100koz discovery, and 30% on two years of employment, all exercisable at 26c/sh. 

How big could it be and how fast is it growing? 

With a market cap of only ~A$15-30m for two years post IPO, Saturn only raised A$5.8m post IPO for ~30,000m 

of drilling in the 4Q19 resource. Geologically, the system has now opened up in the hanging wall as discussed 

above, and put simply, would benefit from a step-change in drilling. Simplistically, 57,000m added 785koz, yet it 

would ‘only’ cost ~A$8m for another 50,000m, which is precisely what is underway now. Given the company has 

already drilled 17,345m to 1Q20, even if drilling only adding 5oz/m as the 4Q19 resource did, this could add 

~350koz to 1.1Moz, or 640koz to 1.4Moz if ~10oz/m was achieved as has been the case since IPO (Table 1).  
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Figure 4. Evolution of resource with drill density, size with hangingwall inclusion, and planned drilling 

 

 

 

 
Source: Saturn 

ROM grade of 1g/t drives 50% gross margin using mining costs 50% above Capricorn 

Other than metallurgy, discussed above, bulk low-grade deposits live and die on strip ratio. While processing low-

grade at the end of the mine life can artificially lower stripping on face value, it has minimal impact on valuation. 

Simplistically, we look at any deposit and seek 50% gross margins at a US$1,650/oz gold price, with the residual 

paying capex and tax, and equity investor returns of course. Firstly, 1g/t gives you ~A$70/t of revenue, meaning 

costs should be <A$35/t ROM. Despite the coarser grind size, we take Capricorns A$13.82/t processing and G&A 

and lift by 10%. We think Capricorns mining cost of A$2.43/t isn’t achievable, all the more when that DFS excludes 

fleet capex (ie requires contract mining), so we lift this by 50% to A$3.60/t. Including 2.5% state royalties, Apollo 

Hill thus requires a strip of 5:1 or less to achieve a 50% gross margin at US$1650/oz. This climbs to 6.4:1 at spot 

US$1,900/oz. 

Table 2. Maximum strip to achieve 50% gross margin with unit costs 10-50% higher than Capricorn 

 
   Source: SCP estimates 

ROM grade (g/t) 1.0 Max costs 'available' (A$/t) 35.2

Recovery (% ) 93% Processing and G&A (A$/t) 15.0

Gold price (US$/oz) 1,650 State royalty cost (A$/t) 2.5

Revenue (A$/t) 70 Max mining cost (A$/t) 17.7

Desired gross margin (%) 50% Max strip @ A$3.60/t mining cost(x) 5.0

12M: 50km planned 

4Q19: 781koz 

2Q20: Hangingwall drilling 

4Q18: 685koz 
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Asset, and valuation, compare favourably to Capricorn 

We think Saturn could match Capricorn’s 1Moz 0.5g/t cut-off mineable inventory, at (i) a similar strip, with (ii) better 

metallurgy, (iii) improved infrastructure and better (iv) satellite in Yilgarn vs. ‘old and cold’ Pilbara. Despite this, 

Saturn trades at US$48/oz vs. US$420/oz for Karlawinda (US$491/oz including A$92m hedge liability). If Saturn 

can define 1-1.5Moz reserve, this drops to US$38/oz or US$25/oz. The key risks for Saturn are resource 

delineation, reserve conversion and strip, which hasn’t been estimated yet. We think that perhaps 550koz of the 

main zone falls into a 5:1 180m deep pit, with deeper parts likely to be higher strip. The ~100koz added in the more 

recent resource came from the hangingwall, which is much shallower. Thus, we estimate around 80-90% of the 

existing resource would fall within a pit. ‘Orphan’ zones are rare in the bulk of the ore body, simply because it is so 

consistently wide at ~60m width. As the hangingwall zone evolves, we expect higher grades but higher strip, but 

“net-net” see the potential for the wider zones to bulk out to a similar 1-1.2g/t low (~5:1) strip. 

Table 3: EV/insitu and key resource metrics for Capricorn and Saturn 

 

Economics 

We model a 35Mt reserve running through a 4Mtpa mill for 9 years. The average grade of drilling in the footwall 

stands at ~1g/t, which correlates to the published resource of 0.99g/t. However, the average hangingwall pierce 

point stands at a higher ~1.2g/t. We think the ultimate resource could come out at ~1.1g/t at a 0.5g/t cut off with a 

5:1 strip, but will more likely optimise to a larger 1g/t resource at a slightly lower cut-off. As such, we model 1g/t 

and a 5:1 strip for our base case. Recovery at 90µm grind stands at 98% vs. 92% at 300µm grind. Each 1% adds 

60c/t in revenue, so we expect a grind similar to Capricorn (~125µm) for ~95% recovery. This is high, but this is 

remarkable material, even heap-leach recoveries stand at 77% on a 3” crush. We take Capricorns processing and 

G&A costs and conservatively lift these by 10%, despite Apollo Hill having better logistics (Yilgarn vs. Pilbara). We 

see Capricorn’s mining costs as unachievable at A$2.43/t with no capex for fleet (ie implied contractor rate). We 

lift this by 50% for Saturn to A$3.50/t; as a large single-pit, there is every potential to beat this.  This drives AISC 

of A$1,321/oz (US$924/oz) – which is the natural reality of lower grade pits. The ~US$750/oz published by 

essentially every DFS globally is symptomatic of promoters and nothing more. We put capex 15% higher for Saturn, 

modelling an A$202m total finance package including finance costs, central G&A and working capital. This drives 

a post-tax NAV of A$432m, lifting to A$623m at spot, which itself puts the company on just 0.13xNAV. 

 

 

 

 

 

CapricornA,B

Asset Karlawinda JORC SCPe base SCPe lifted

Resource/reserve date 2Q20 4Q19 1Moz 1.5Moz

Mining inventory (000t) 32 25 ~28 ~47

Grade (g/t Au) 1.01 0.99 ~1.10 ~1.00

Mining inventory (000oz) 1,047 780 ~1000 ~1500

FD mkt cap (A$m) 721 61 61 61

Cash + ITM options (A$m) 79 6 6 6

FD EV (A$m) 642 55 55 55

EV/insitu (US$/oz Au) 420 48 38 25

Strip @ 0.5g/t (x) 5.23 SCPe: 5:1 SCPe: 5:1 SCPe 5:1

Grade @ 0.5g/t (x) 1.01 0.99 1.0-1.2 1.0-1.1

Strip @ 0.3-0.4g/t (x) 3.60 SCPe 3-4 SCPe 3-4 SCPe 3-4

Grade @ 0.3-0.4g/t (x) 0.86 SCPe 0.8-0.9 SCPe 0.9-1.1 SCPe 0.8-1.0

Recovery (%) 92% 92% / 98% "        " "        "

Grind (um) 120-150 300 / 90 "        " "        "

SaturnC

Source: STN strip is SCP estimate, company data; A: 2Q18 optimisation, April 2020 reserve update; B: 0.5g/t cut off 
tonnes/grade here; C: 4Q19 JORC
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Table 4. Modelled economics for Apollo Hill vs. Capricon, at SCP LT US$1,650/oz and spot US$1,900/oz 

  
Source: SCP estimates; (A) Blend of oxide/transition/fresh using 60m to TOFR on 250m deep pit; (B) Excludes additional private royalty not whose quantum 
is unpublished C: C1 cost based on unit costs and recovery herein, hedge and royalty added to AISC at stated gold price, strip and costs based on CMM 
'mining' operation >0.5g/t; D Sustaining capex calculated from 2018 optimisation study on per ounce basis, pro-rated up for 2020 reserve increase 

Valuation 

Based on the inputs and project NPV on the prior page, we show our project NAV and sensitivities below. Our 

base project NPV of A$471m changes only a little to our NAV of US$474m adding cash and cash from ITM options. 

Of note, while the NAV drops at low gold prices, it stays positive down to US$1,150/oz, indicative of solid down-

side protection, and likely ability to attract low-coupon local debt. Sensitivities are shown below, with commodity 

price the main sensitivitiy at 3.4x (ie 10% lift in gold price = 34% lift in NPV), while the project is actually <1x geared 

to processing and capex costs, and has 1:1 gearing to mining costs. 

 

 
Source: SCP estimates 

Recommendation: initiating coverage with BUY rating and A$1.45/sh price target 

At this point there are two key unknowns, the ultimate reserve (size, grade, strip), and cost but more materially, 

the number of shares that will be issued to reach DFS, and production. As such, we apply an extremely 

conservative 0.3xNAV multiple to our DCF as we readily accept that the 1.1Moz we model is yet to be defined, 

although drilling indications support this. At our LT US$1,650/oz, our NAV stands at A$432mm or A$4.80/sh. 

Applying a conservative 0.3x multiple to this given the continued drilling required, and initiate coverage with a BUY 

rating and a 0.3xNAV5%-1650 A$1.45/sh price target.  

CMM

Apollo Hill (100%)  DFS 1650 1900

Mining inventory (0.5g/t, 000t) 32.1 40.0 "    "

Au grade (g/t) 1.05 1.00 "    "

Mining inventory AuEq (000oz) 1,050 1,286 "    "

Au recovery (% ) 92.1% 95.0% "    "

LOM throughput (Mtpa) 3,750 3,902 "    "

Production Au LOM (000oz pa) 113 119 "    "

Strip ratio (x) 5.2 5.0 "    "

Gas pipeline distance (km) 56.0 35.0 "    "

Grind size (um) 125 195 "    "

Fresh ore BWI (kWh/t) 14.5 16.0 "    "

Hedge (000oz) 200.0 - "    "

Royalty (% )
B 4.50% 2.50% "    "

SCPe

CMM

Apollo Hill (100%)  DFS 1650 1900

AISC (US$/oz AuEq)
C 763* 916 924

Mining cost (A$/t) 2.43 3.50 "    "

Processing cost (A$/t)
A 11.32 12.50 "    "

G&A (A$/t) 2.50 2.50 "    "

Total build capex (A$m) 150 170 "    "

Total sustaining capex (A$m)
D 22 22 "    "

Gold price (A$/oz) 1,700 2,357 2,714

USD / AUD 0.70 0.70 "    "

Discount (%) 8.0% 5.0% "    "

Project NPV post-tax (A$m) 243 418 610

IRR post-tax (%) 36% 37% 50%

Payback (years) 2.50 2.25 1.75

SCPe

Commodity price CY21E CY22E CY23E CY24E CY25E

Gold price 1,650 1,650 1,650 1,650 1,650

SOTP project valuation*

A$m O/ship NAVx A$/sh

Ungeared @ build start (3Q23) 418 100% 1.00x 4.66

Cash SCPe 2Q20 1.4 100% 1.00x 0.02

Cash from options 1.9 100% 1.00x 0.02

West Wyalong (nominal) 10.0 100% 1.00x 0.11

Asset NAV5% US$1650/oz 432 4.80

*Shares diluted for options but not mine buildMarket P/NAV5% 3Q20 0.15x

Asset value: 1xNPV project @ build start (A$m, ungeared, 35Mt ROM)*

Project NPV (A$m)* $1150oz $1400oz $1650oz $1900oz $2150oz

9.0% discount (1) 161 322 484 645

7.0% discount 16 192 367 542 718

5.0% discount 36 227 418 610 801

Ungeared project IRR: 8% 24% 37% 50% 61%

1.01Moz 1.07Moz 1.13Moz 1.18Moz 1.24Moz

NPV5 (A$m)* 0.9g/t 1.0g/t 1.0g/t 1.1g/t 1.1g/t

Mining cost: A$2.43/t^ 422 483 544 604 665

Mining cost: A$3.25/t 325 386 448 508 569

Mining cost: A$3.50/t 296 357 418 478 539

*Project NPV, ex fin. costs and cent G&A, d'cnt to build start; ^CMM DFS figure
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Upside: satellites already emerging 

Saturn’s tenure covers 1,000km2. The package was consolidated by well-known mining entrepreneur Josh Pitt 

(who’s other affiliate, Hampton Hill Mining, retains a 5% royalty on production over 1Moz), then further consolidated 

by Peel Mining. With 1,000km2 of greenstone belt, Saturn not only has potential for satellites, but has already made 

its first discovery. The Calypso project lies 3.5km NE of Apollo Hill, with recent drill highlights of 9m @ 8.7g/t from 

116m, and 3m @ 25g/t from 119m as mineralization has now been defined over 100m width and 500m strike. The 

Hermes target lies 42km south of Apollo Hill, with historic highlights of 21m @ 5.4g/t from 84m now being followed 

up on after twin holes returned no significant results. Regionally, the belt is nearly undrilled. Saturn has now flown 

750km2 of high-resolution 25m spaced aeromag and collected 250km2 of high resolution ground gravity.  

Figure 5 (A) Regional exploration, and (B) cross and (C) plan section for Calypso 3.5km from Apollo Hill 

 

Source: Saturn Metals 

Upside: West Wyalong JV 

Defining narrow-vein high-grade depth extensions is topical in Australia after the success of Spectrum and 

Bellevue. In April 2020, Saturn agreed an 85% earn in to the West Wyalong Gold Field in NSW. The historic 

underground mine produced 439koz @ 36g/t from 1894-1915, but has not been touched since. Workings extend 

to 411m below surface, with stoping only down to ~274m. The deposit is hosted in a granodiorite on the ‘pressure 

shadow’ edge of a larger diorite intrusive. Saturn will focus on the Mallee Bull reef, where historic production topped 

2opt in lower levels, and no extensional or down-dip drilling exists. The asset itself sits in a flexure on the regional 

Gilmore Fault Zone, host to 9Moz at Cowal nearby. As the asset sits immediately adjacent to the town of West 

Wyalong, a community consultation is the first step, after which a targeted diamond drilling plan is proposed (Figure 

6 and ’Figure 1). The company will focus on crown land where there is minimal development. Permitting is a risk, 

mitigated by underground-only mining from >350m. 
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Figure 6: West Wyalong long section 

  
Source: Saturn Metals 

Risks 

 Metallurgy: is from 330kg of composites from two holes on the main lode, so further work is required. 

 Drill density: the footwall lode was initially spotty until further infill defined a coherent lode. The 
hangingwall is currently in similar early stages of drilling so more drilling is required to prove up 
continuity. The high gold price mitigates this with 0.3-0.5g/t material likely treated at end-of-life, and 
linking up large areas of bulk-mineable zones. 

 Resource size: the 1-2Moz estimate is ours only, and will need further drilling to define 

 Reserve conversion: small orphan hits were common in the early stages of the main zone. Infill drilling, 
and latterly higher gold prices, closed these up. The hangingwall is now resembling early days of main 
zone drilling. While infill and potential inclusion of 0.3-0.5g/t material should improve continuity, this 
comes with risk. 

 Economics: are estimated by us as Saturn has not commenced engineering studies. While risk is 
mitigated by using much higher unit figures than peer inputs. 
 

Why we like Saturn 

1. Potential for 1-1.5Moz mineable resource in Yilgarn 
2. Favorable strip, metallurgy and infrastructure 
3. Optionality on satellites and with West Wyalong JV 
4. Attractive valuation 

Catalysts 

 2020: Apollo Hill drilling 

 2H20: West Wyalong community consultation  

 2H20: Resource update Apollo Hill 

 2H20: Satellite drilling at Calypso 

  



 Saturn Metals, 28 July 2020 

Sprott Capital Partners Equity Research 

10 
 

  

Ticker: STN AU Price / mkt cap: Project PNAV today: Asset: Apollo Hill

Author: Brock Salier/Chris TonkinRec / xNAV PT: 1xNAV3 Q2 4  FF FD: Country:Australia (WA)

Commodity price CY21E CY22E CY23E CY24E CY25E Resource / Reserve Tonnes Grade Ounces

Gold price 1,650 1,650 1,650 1,650 1,650 Resource 25Mt 0.99g/t 781koz

SOTP project valuation* SCP mining inventory 35Mt 1.00g/t 1125koz

A$m O/ship NAVx A$/sh Project: USES Funding: SOURCES

Ungeared @ build start (3Q23) 418 100% 1.00x 4.66 Pre-DFS exploration / G&A: A$25m Pre-build equity: A$27m

Cash SCPe 2Q20 1.4 100% 1.00x 0.02 Build capex: A$170m Build equity @ 0.4xNAV: A$100m

Cash from options 1.9 100% 1.00x 0.02 Finace costs and working cap: A$33m Build debt @ 8%: A$102m

West Wyalong (nominal) 10.0 100% 1.00x 0.11 TOTAL USES: A$229m TOTAL SOURCES: A$229m

Asset NAV5% US$1650/oz 432 4.80 Share data Basic FD with options FD for build        

*Shares diluted for options but not mine build Market P/NAV5% 3Q20 0.15x Basic shares (m) 88.0 89.9 181

Asset value: 1xNPV project @ build start (A$m, ungeared, 35Mt ROM)* Ratio analysis CY20E CY21E CY22E CY23E CY24E

Project NPV (A$m)* $1150oz $1400oz $1650oz $1900oz $2150oz Average shares out (m) 129.4 176.0 182.6 182.6 182.6

9.0% discount (1) 161 322 484 645 EPS (A$/sh) -         -        -        -        -        

7.0% discount 16 192 367 542 718 CFPS (A$/sh) -         -        -        -        -        

5.0% discount 36 227 418 610 801 EV (A$m) 90.0 122.2 124.0 73.0 204.5

Ungeared project IRR: 8% 24% 37% 50% 61% FCF yield (%) -         -        -        -        -        

1.01Moz 1.07Moz 1.13Moz 1.18Moz 1.24Moz PER (x) -         -        -        -        -        

NPV5 (A$m)* 0.9g/t 1.0g/t 1.0g/t 1.1g/t 1.1g/t P/CF (x) -         -        -        -        -        

Mining cost: A$2.43/t^ 422 483 544 604 665 EV/EBITDA (x) -         -        -        -        -        

Mining cost: A$3.25/t 325 386 448 508 569 Income statement CY20E CY21E CY22E CY23E CY24E

Mining cost: A$3.50/t 296 357 418 478 539 Net revenue (A$m) -         -        -        -        -        

*Project NPV, ex fin. costs and cent G&A, d'cnt to build start; ^CMM DFS figure COGS (A$m) -         -        -        -        -        

Group valuation over t ime^ 3Q20 3Q21 3Q22 3Q23 3Q24 Gross profit  (A$m) -         -        -        -        -        

Apollo Hill NPV (A$m) 358.7 376.7 395.5 418.4 557.1 D&A, attrib (A$m) -         -        -        -        -        

G&A and finance costs (A$m) (46.2) (47.3) (48.5) (49.7) (47.6) G&A + sh based costs (A$m) 3.0 3.0 3.0 4.5 5.9

Net cash prior qtr (A$m) 1.4 7.3 10.2 3.1 (10.5) Finance cost (A$m) (0.0) (0.0) (0.0) (0.1) 2.5

Cash from options (A$m) 1.9 1.9 1.9 1.9 1.9 Taxes (A$m) -         -        -        -        -        

West Wyalong nom. (A$m) 10.0 10.0 10.0 10.0 10.0 Net income (A$m) (3.0) (3.0) (3.0) (4.4) (8.4)

NAV FF FD (A$m) 326 349 369 384 511 Cash flow, attrib. CY20E CY21E CY22E CY23E CY24E

Shares in issue (m) 95 109 129 183 183 EBIT (A$m) (3.0) (3.0) (3.0) (4.5) (5.9)

1xNAV5%/sh FF FD (A$/sh) 3.43 3.19 2.85 2.10 2.80 Add back D&A (A$m) -         -        -        -        -        

Geared build-start NAV diluted for mine build, net G&A and finance costsLess tax + net interest  (A$m) (0.0) (0.0) (0.0) (0.1) 2.5

3Q23 1xNAV FF FD (A$/sh)^ $1150oz $1400oz $1650oz $1900oz $2150oz Net change in wkg cap (A$m) -         -        -        (0.5) -        

9.0% discount (0.00) 0.48 1.47 2.59 3.77 Other non-cash (A$m) 1.9 1.9 1.9 3.0 (3.0)

7.0% discount (0.02) 0.64 1.76 3.00 4.29 Cash flow ops (A$m) (1.1) (1.1) (1.1) (2.0) (6.5)

5.0% discount (0.00) 0.84 2.10 3.47 4.89 PP&E - build + sust. (A$m) -         -        -        45.0 125.0

Geared project IRR: 6% 22% 36% 48% 59% PP&E - expl'n (A$m) 7.7 8.0 8.0 2.0 -        

1.01Moz 1.07Moz 1.13Moz 1.18Moz 1.24Moz Cash flow inv. (A$m) (7.7) (8.0) (8.0) (47.0) (125.0)

3Q23 1xNAV FF FD (A$/sh)^ 0.9g/t 1.0g/t 1.0g/t 1.1g/t 1.1g/t Share issue (A$m) 7.2 10.0 12.0 100.0 -        

Mining cost: A$2.43/t 2.12 2.56 3.00 3.43 3.89 Debt draw (repay) (A$m) -         -        -        -        102.0

Mining cost: A$3.25/t 1.46 1.88 2.31 2.73 3.18 Cash flow fin. (A$m) 7.2 10.0 12.0 100.0 102.0

Mining cost: A$3.50/t 1.27 1.68 2.10 2.52 2.96 Net change in cash (A$m) (1.6) 0.9 2.9 51.0 (29.5)

^Project NPV incl grp SG&A & fin. cost, +net cash; *diluted for mine build equity EBITDA (A$m) (3.0) (3.0) (3.0) (4.4) (5.8)

Production Y1 Y2 Y3 Y4 Y5 Balance sheet CY20E CY21E CY22E CY23E CY24E

Gold production (000oz) 107 122 122 122 122 Cash (A$m) 1.8 2.7 5.6 56.6 27.2

C1 cost (US$/oz) 831 831 831 831 831 Acc rec., inv, prepaid (A$m) 0.2 0.2 0.2 -        -        

AISC cost (US$/oz) 912 907 907 907 907 PP&E + other (A$m) 18.1 26.1 34.1 81.1 206.1

AISC = C1 + ug sustaining capex, Y1 = CY25 Total assets (A$m) 20 29 40 138 233

Debt (A$m) -         -        -        -        102.0

Accounts payable (A$m) 0.8 0.8 0.8 1.1 1.1

Others (A$m) -         -        -        -        -        

Total liabilities (A$m) 0.8 0.8 0.8 1.1 103.1

Issued capital (A$m) 25.4 37.3 51.2 153.1 155.0

Retained earnings (A$m) (6.2) (9.1) (12.1) (16.5) (24.9)

Liabilit ies + equity (A$m) 20 29 40 138 233

Source: SCP estimates

BUY, A$1.45/sh

A$0.71/sh, A$62m 0.15x
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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 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. 
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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  
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3 An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding 
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NO 
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NO 
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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 
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