
  

Sprott Capital Partners Equity Research 
 

1 

 

Step back and remember the geology: the Yilgarn and the Abitibi, alongside the Keniba Inlier of Mali and the Man Shield 

of Ghana were, are, and always will be the most prolifically mineralised Archean gold belts globally. Within these, the 

Eastern Goldfields, Senegal-Mali Shear Zone, Ashanti Gold Belt, and Abitibi Gold Belt from Timmins to Val d’Or are far 

and away the richest trends, within the richest cratons. The Yilgarn has more defined ounces, but averages ~1.5g/t. The 

Abitibi is less well explored than the easily drilled WA desert, and averages 2.5g/t. The three juniors we initiate on in this 

report hold ounces that would be worth multiples of their current market caps if in Australia, so what’s the catch? 

Time to take a page from the Aussie playbook 

Western Australia’s discovery rate dipped in the 2010s, but is now the centre for a constant stream of discoveries, mines 

and mills. The take homes for us are (i) drill dollars and rising gold price drive new ounces even in mature Archean belts, 

and (ii) while the Canadians are king of deep narrow-vein, the Australians rule the hub-and-spoke model. Val d’Or not 

only has eight gold plants, it has better inter-mine infrastructure than Australia with rail links, including to Timmins. So 

why own Val d’Or developers? We expect current ounces to start falling into feasibility studies either standalone or 

through third party mills, with improved reserve conversion at high gold prices. More drilling equals more ounces. 

Tick tock: eight mills with 26Mtpa capacity but only 190Mt of reserves 

In Val d’Or, the size of the milling capacity is immense at 26Mtpa, or well over that if on-rail Kidd Creek and/or Timmins 

mills are added. However, current reserves are under 200Mt. While some of these mines will grow, finding ~1.4Moz pa 

organically appears unlikely. The two implications to us are excess mill capacity on a toll basis, and/or independents 

with high gold endowments will become M&A targets. As always, the majors were asleep at the wheel at US$1,200/oz, 

dropping land not acquiring it, and fearfully avoiding M&A. Once again, this will cost them dearly in the bull market. 

Monarch: potential bidding war for 2Moz, stock is just too cheap 

We think Monarch is too cheap. There could be a two-way (or more) bidding war for Wasamac’s 2Moz, 25-30koz pa 

from Beaufor while bonanza grades at McKenzie Break potentially underpin the entire market cap in cash. In 

neighbouring camps we count >$1.5bn market cap from a few juniors with no mineable gold. As enthusiasm wanes, we 

expect a re-rate for the ‘real’ assets of Monarch. Our valuation is based on 0.5xNAV for Wasamac’s C$948m NPV, 

0.7xNAV C$40m for Beaufor and C$36m for other assets, with the stock trading at just 0.14xNAV. 

O3: 5Moz and largest land position, 120koz pa on the way  

Few realise that O3 has 5Moz; 2Moz in Timmins, 2Moz at Marban, and multiple Val d’Or satellites the balance. Marban 

should cornerstone production with >100koz pa ‘in the bag’ in our view. Step back though, and it is evident that counter-

cyclical aggression has allowed this junior to peg the largest holding in one of the most prolific belts globally, a prime 

position. Once again the majors were asleep as the wheel, and its going to cost them. O3 isn’t doing ‘more of the same’ 

either, with AI now sifting through new targets. Our PT is based on 0.4xNAV5%-1850, comprising C$495m Marban NPV, 

C$79m in cash and investments, and a nominal C$40m for resources outside reserves, putting the stock on just 

0.27xNAV. 

Probe: now at 3.2Moz, with momentum shifting to new ground, and the entire Lower Detour belt 

Probe is the quiet achiever. Every year they grow ounces in overlooked Val d’Or East. Like O3, the downturn was used 

to build a larger land position, and this is already returning new discoveries. Alongside IP to see through Val d’Or clays, 

we expect more discoveries to come. Next year should see Probe wrap economics around their ounces which we expect 

to act as a material catalyst, alongside one thing investors can relay on with Probe, more ounces. Our valuation is based 

on a conservative 2/3 of pittable ounces converting into 1.1Moz  

Val d’Or: highest grade Archean gold camp globally 

Monarch Resources (MQR CN) Initiating with BUY rating and C$1.65/sh PT  RISK RATING: HIGH 

O3 MINING (OIII CN): Initiating with BUY rating and C$4.60/sh PT   RISK RATING: SPECULATIVE 

Probe Metals (PRB CN): Initiating with BUY rating and C$2.60/sh PT   RISK RATING: SPECULATIVE 

All valuations in this report are prepared at 5% discount and US$1,850/oz gold price, with share prices as at August 14 
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Val d’Or: lower production points to opportunity on highest-grade ‘super belt’ 

With the exception of Nevada’s Carlin trend, Archean era deposits are the best mineralised. In the Archean era, 

the mantle was thicker, the crust thinner and the earth was very tectonically active, resulting in more fluids coming 

to surface. Similarly, most gold precipitates at depth (‘mesothermal’). Epizonal deposits such as Fosterville and 

Newfoundland) may be catching the headlines but these deposits came from ‘brittle cracks’ near surface and 

typically have less continuity and endowment. What is notable about Val d’Or is the grade and lower production. 

The lower production of this camp is a consequence of near-surface deposits not being developed as the focus 

has been on deep ‘main break’ assets and, is simply the result of an immature development schedule and 

exploration spend than prospectivity. 

Figure 1. Global gold camps showing total endowment, grade, and 2019 production 

 
Source: Source: S&P Market Intelligence, August 4th, 2020; total endowment refers to current total gold resources as well as total estimated 
historic gold production for each jurisdiction  

Southern Abitibi: undisputed king of Canada  

The Southern Abitibi has a total endowment of 223Moz which is a third of all Canadian endowment. Alongside 

deposits to the east (Red Lake, Timmins) and North (Detour, Windfall), the Archean represents the vast majority 

of Canadian gold. Looking at >2Moz deposits, the Val d’Or and Ontario / Quebec area show the highest 

concentration within the belts, making it the undisputed (geological) king of Canadian gold. Only three sub-belts 

rival this globally; (i) the Eastern Goldfields Province of the Yilgarn (Kalgoorlie surrounds), (ii) the Ashanti Gold Belt 

of Ghana, and (iii) the Senegal-Mali Shear Zone of the Kedougou-Keniba in West Africa. 

Figure 2. Location of >2Moz gold deposits in Canada 

 
Source: Kenorland Minerals August 2020 
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Low exploration spend and cheap cost of discovery point to immature belt 

Clues to the lower production profile but high endowment lie below, as exploration spend in Western Australia is 

close to double that in Quebec, while the downturn saw even less investment in Africa. Above we point out that 

low production could be the result of immature exploration. The second chart below bears witness to this, as the 

discovery cost in Quebec remains lower than most North American jurisdictions with the exception of the Golden 

Triangle. So we have a prolific, under explored, cheap-to-deliver ounces belt. There isn’t a lot not to like about Val 

d’Or with this in mind. 

Figure 3. Exploration expenditure and replacement cost 

 
Source: S&P Market Intelligence, Statistics Canada, Australian Bureau of Statistics, Alaska’s Mineral Industry Report, Survey of Nevada’s 
Mineral Industry, company public filings, August 4th, 2020  

Existing operators have no shortage of mills with 26Mtpa capacity 

In total, Val d’Or has 8Mtpa of milling capacity, which increases to 26Mtpa when including Malartic with 55ktpd / 

18Mtpa. There area range of CIL, CIP, Merrill-Crow and floatation plants. Similarly, TMFs a just as important, again 

with a range of those suitable for benign and acid-forming tails. The strategic value of permitted TMFs can’t be 

underplayed, given the savings in both capex for a potential new entrant, as well as savings on permitting time 

frames. On top of this, simple expansions at Sigma-Lamaque could add 1Mtpa, and if Glencore repurposes slighty 

more distant at Kidd Creek, that would add a further 4Mtpa for almost 31Mtpa in total. 

Figure 4 Regional mining operations and plants 

 
Source: Source: S&P Capital IQ, Market Intelligence, August 4th, 2020. The Sigma-Lamaque mill is currently permitted to a throughput of 
2,200tpd, however the mill can be further expanded up to 5,000tpd with the addition of a SAG mill. 
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Supporting ever rising production 

All the above mills have driven a lift in total resources to the current 83Moz. This in turn has supported a relentless 

increase in production to the current ~1.4Moz pa, matching the ever-growing endowment. Two key take homes for 

us are (i) the endowment growth is demonstrable evidence of the underlying prospectivity of the belt, and (ii) the 

ever growing production will put ‘fill the mill’ pressure on producers. 

Figure 5 (A) Gold production over time and (B) gold resources over time  

 
Source: S&P Market Intelligence,, August 4th, 2020 

Predators: existing mines average 6-8 year life, the clock is ticking 

We show below that the ~26-31Mtpa of capacity is reasonably well matched to the ~190Mt of reserves. In most 

cases, existing mine lives are 7-8 years. We would expect a lowering of cut-off grades and near-mine exploration 

to replace some of these ounces, but not at the rate of depletion. Another key point here is grade, with mills such 

as Malartic and Goldex processing ore at just 0.9g/t and 1.5g/t, respectively. Put simply, either operation could 

substitute higher-grade satellite feed for a materially improved production rate and mine life. Looking to the longer 

term, Malartic is considering a future higher-grade underground, which would leave more spare capacity and lower-

grade feed to ‘fill the mill’ in order to optimize unit costs. Our overall view is that while no operation is in ‘desperate’ 

need of feed, the clock is ticking across the belt. Assuming 2-3 years to permit and develop regional inferred 

ounces, these majors need to act within a 4-6 year window at the latest. 

Figure 6 Total resources held by (A) producers and (B) pre-producers in the Abitibi 

 
Source: S&P Market Intelligence, company public filings, August 4th, 2020. Canadian Malartic is under a Joint Venture between Agnico 
Eagle and Yamana Gold. Agnico is the mine’s operator. Beaufor ore is processed at the nearby Camflo mill. The mine was placed on care 
and maintenance in June 2019.  Note: AuEq resources calculated using spot commodity pricing from August 4th, 2020   
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 Prey: 87% of Val d’Or ounces held by developers lie within Monarch, Probe and O3 

The chart below shows resources held by producers, with Agnico and Yamana being the ‘big boys’. What is 

interesting is the volume of ounces held by pre-producers. While Falco and Osisko lead the pack they are in Rouyn-

Noranda and Windfall districts, respectively. The three names we initiate coverage on here, Monarch, Probe and 

O3, have >10Moz (+2Moz in Timmins for O3), a remarkable endowment. Historically the focus may have been on 

how to optimise pits vs. undergrounds, and how to avoid high-capex mine builds. However, given the mill capacity 

shown above, and increasing ‘what fits in the pit’ with gold price, we see self-development, M&A or toll-milling 

operations as a necessity in coming years.  

Figure 7 Total resources held by (A) producers and (B) pre-producers in the Abitibi 

 
Source: Source: S&P Market Intelligence August 4th, 2020; AuEq resources calculated using spot commodity pricing from August 4th, 2020   

Developers to be had for just US$33/oz 

While more exploration focused QMX and more advanced Osisko trade at >US$160/oz, the remainder of the 

developers in the Abitibi trade well under that. In fact, Probe, Monarch and O3 all trade at effectively the same 

level around US$33/oz. We undertake more detailed DCF valuation later in this report, but stepping back, this 

trading value is more common to ‘unconstrained’ explorers yet to reach critical mass. To be fair, with no recent 

feasibility studies from all three names, this is perhaps a fair valuation for where these names are today. The 

opportunity is thus very simple; (i) valuation uplift through publication of feasibility or PEA studies, and of course 

(ii) adding ounces. 

Table 1. P/NAV (based on public consensus) and EV/in-situ for Abitibi gold names 

 
Source: S&P Capital IQ, Market Intelligence, August 4th, 2020.  

 



  

 

A treasure trove in the Abitibi 

Monarch’s 3.5Moz in the Abitibi is corner stoned by flagship Wasamac with 

1.7Moz @ 2.6g/t. That asset can produce almost 150kozpa over 11 years, with 

both Malartic and Kidd Creek mills vying for the feed for a likely ‘no mill’ capex 

drop. After a pause this year to build up reserves, Beaufor’s ~ 30koz pa 

operation should generate good cash flow from next year, with likely bonanza-

grade drill results ahead of that. McKenzie Break should do the same given the 

average 11m @ 11g/t from the new zones, and if SCPe 150koz is defined, this 

could generate the entire market cap in cash from the ‘forgotten third asset’. 

Wasamac underpins large valuation, bidding war to emerge? 

Wasamac’s ~150koz pa over 11 years at US$630/oz AISC was less attractive 

at lower gold price given the C$464m capex, and reliance on low-opex rail-

veyors in use at Goldex. However, the SCPe NPV5%-1850 of C$781m is less 

sensitive to opex, while a similar NPV of C$790m under toll-treatment options 

at Kidd Creek or Malartic reduces capex. In fact, we could see a bidding war 

ahead; Glencore’s Kidd operations benefit from Wasamac’s neutralizing ore to 

remediate their site and defer environmental liabilities. Malartic would similarly 

benefit with the +100koz from substituting their own low-grade feed with 

Wasamac ore adding C$900-1.3bn of value based on Agnico and Yamana’s 

EV/EBTIDA. With rail connections to Timmins, even more doors could open.  

Beaufor offers non-dilutive funding 

The small Beaufor mine could restart for C$5-6m, producing SCPe 112koz over 

4yrs at >5g/t, processed at Monarch’s Camflo mill. The 42,000m drill program 

should return impressive hits for shareholders ahead of that, while extensions 

at depth could increase the existing SCPe C$30m FCF the project generates. 

Forgotten McKenzie Break could underpin entire market cap in FCF 

McKenzie Break, Swanson and Croinor hold 550koz @ 3.7g/t, offering 

development and sale opportunities. We estimate the new discovery east of 

McKenzie Break, averaging 11m @ 11g/t in three holes, could already support 

150koz. At over US$1,000/oz margin, put through existing mill capacity, this 

could generate the market cap in cash, and it’s only just been discovered. 

Recommendation: initiate with BUY rating and C$1.65/sh PT 

At US$1,850/oz and a 5% discount, we value Wasamac on a self-build basis at 

C$781m, Beaufor at C$29m, and add a nominal US$50/oz for ounces outside 

our DCF for C$36m. Adding cash and cash from options drives our 1xNAV of 
C$867m or C$3.09/sh. Applying a 0.5xNAV multiple to Wasamac and 0.7xNAV 

to Beaufor, we initiate with a BUY rating and a C$1.65/sh PT. At these levels, 

with think the engineering studies underway by potential buyers should combine 

with a permitting pathway to see substantial value unlocked in a stock trading at 

just 0.16xNAV1850.  

Monarch Gold (MQR CN) 

Big asset upside with Val d’Or optionality 
RECOMMENDATION: BUY  PRICE TARGET: C$1.65/sh   RISK RATING: HIGH 

 

 

 
 
 
Brock Salier, PhD +44-203-931-6771 
bsalier@sprott.com 
 
Chris Tonkin +44-203-931-6772 
ctonkin@sprott.com 
 
 

SHARE DATA

Shares (basic, FD, FF FD) 270 / 281 / 445

Share price (C$/sh)

52-week high/low C$0.59 / C$0.12

Market cap (C$m) 129

SCPe net cash 2Q20 (C$m) 18.3

1.0xNAV5% @ C$2050/oz (C$m)* 1,045

1.0xNAV5% FD (C$/sh)* 3.72

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

Average daily value (C$000, 3M) 1,075

FINANCIALS FY23E FY24E FY25E

Gold sold (000oz) -        70 163

Revenue (C$m) -        189 439

AISC (US$/oz) -        1,078 730

Income (C$m) (14.2) 22 93

EPS (C$) -        0.03 0.12

PER (x) -        16.7x 3.9x

CFPS (C$) -        -        -        

P/CF (x) -        -        -        

EBITDA (C$m) 4.6 29.5 34.6

EV/EBITDA (x) 37.7x 3.8x 10.6x

TIME VALUE: 1850/oz SQ22 SQ23 SQ24

1xNAV5% FF FD (C$m)^ 1,107 1,152 1,361

1xNAV5% FF FD (C$/sh)^ 2.49 2.59 3.06

TIME VALUE: 2000/oz SQ22 SQ23 SQ24

1xNAV5% FF FD (C$m)^ 1,107 1,152 1,361

1xNAV5% FF FD (C$/sh)^ 2.49 2.59 3.06

C$0.48/sh

Source: Fidessa, ^FD for options and mine build
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Investment thesis 

Monarch Gold has been operating in Val d’Or for a number of years having owned and bought/sold a number of 

licenses in what is prime mining real estate gaining various industry heavy weights as shareholders including 

Alamos Gold (16%), Yamana Gold (6%), Hecla (4%) Agnico Eagle (3%), retail (29%), family offices (20%), funds 

(14%) and management (3%). The key change from last year is the move from a diversified asset-holder focussed 

on toll treatment to a concentrated portfolio focussed on three assets; Wasamac, Mackenzie Break and Beaufor, 

with fringe assets now sold. The other key change comes with Wasamac ore through regional mills rather than 

through a new self-built mill. DFS level Wasamac has a global resource of 2.8Moz @ 2.6g/t in a thick, steep dipping 

underground mine, perfect for long hole stoping, and is the company’s flagship asset. The Beaufor mine offers 

additional upside in the form of a quick small-production, which can fund drilling or offset Wasamac development 

costs, with optionality on new high-grade shoots being discovered. McKenzie Break (and also Swanson and 

Croinor) offer discovery upside, particularly at McKenzie Break where we estimate 150koz @ 10g/t could already 

have been ‘de-risked’.  

Figure 8. Monarch assets across the Abitibi belt 

 
Source: Monarch 

Wasamac: Rouyn-Noranda’s next ~150kozpa underground mine 

Wasamac holds reserves of 1.77Moz at 2.56g/t in 21.5Mt to be mined over 11 years. The innovative use of a Rail-

Veyor system, like we’ve seen at Agnico’s Goldex, Harmony’s Phakisa and Vale’s Copper Cliff, means that mining 

costs are kept low while the 6,000tpd volume is easily met, ramping up over two years, after the two year build. 

Figure 9: (A) Wasamac DFS highlights (B) Rail-Veyor system (C) Wasamac long section 

 

Mining inventory (000t) 21,454

AuEq grade (g/t) 2.56

Mining inventory AuEq (000oz) 1,767

Au recovery (%) 88%

LOM throughput (Mtpa) 1,950

Production AuEq Y1-5 (000oz pa) 153

Total build capex (C$m) 464

Total sustaining capex (C$m) 165

LOM C1 costs (US$/oz AuEq) 550

LOM AISC (US$/oz AuEq) 630

Gold price (US$/oz) 1,300

Project NPV post-tax (C$m) 311

IRR post-tax (%) 17%
Source: Monarch
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Kidd concentrator: first step to ‘unlock’ the value of Wasamac 

Glencore’s Kidd zinc operations lie ~200km away, but are connected to Wasamac via a 12,000tpd railway line that 

runs through Wasamac’s license to Kidd Creek. The ‘ah hah’ moment for Glencore came with the realisation that 

Kidd Creek, whose own reserves run out in SCPe 2023 after the operation moved to used only two of its four 3ktpd 

lines, could see its substantial environmental liabilities not only deferred by toll-milling Wasamac ore, but offset. 

The Kidd Creek site likely needs a cover over its historic TMFs with non acid forming rock. Given the site extends 

over 6km2, which could take 10-20Mt of material costing >C$50m. Wasamac’s 21Mt of ore provides this ‘for free’ 

given its not acid forming, and is in fact neutralising given carbonate components. Further, this could defer a 

considerable (SCPe multi-hundred-million) environmental liability at Kidd Creek, key for Glencore at a time when 

they have recently cut their dividend to focus on debt repayments. While the front-end of the plant is reuseable, a 

back-end (gold circuit) would be required, but this should come at a tiny fraction of the cost of a new plant. Ausenco 

is now undertaking a review of what conversion requirements are made. We doubt Glencore wants ‘in’ to the gold 

mining game, nor would Monarch want the Kidd Creek liabilities, so if this option comes to fruition we would look 

to a toll-milling agreement as the most likely outcome. 

With surprise second suitor emerging at Canadian Malartic 

After signing an MOU with Glencore, Monarch was pleasantly surprised to be approached by Yamana, 50% holder 

of the JV Canadian Malartic. Its no secret that that low-grade will be mined out in the next decade; while an 

underground will likely continue, the JV would benefit from ‘filling the mill’ which is far too large to run on 

underground feed only at 55,000tpd (running above this recently). Wasamac isn’t just a potential future feed either, 

as its own 2.56g/t ROM feed compares to 0.8g/t at Malartic, meaning the JV could start processing Wasamac ore 

‘early’, seeing a lift in production there. In fact, substituting Wasamac’s 2.1Mtpa feed should lift the JVs production 

by 100koz pa for a simplistic US$100m increase in EBITDA. Agnico and Yamana trade at a forward looking ~10x 

and ~7x EV/EBITDA, respectively, meaning Wasamac could be worth C$900-1.3bn. This is pretty compelling math 

for those two producers, so if this outcome eventuates, we would expect Monarch to be the target of a full take-

out. So how interested are the counterparties? In June, post Glencore MOU, Yamana invested C$4.2m in a 

placement with Monarch, a strategic investment coming with a board representative for Yamana. So yes, while we 

would expect ESG, transport, geotechnical, environmental, engineering and resource modelling to require 

investigation over the course of the year, Yamana evidently likes what they see so far. 

Malartic worth SCPe C$780m at US$1,850/oz, lifting to US$950m at US$2050/oz 

DFS Scenario: We model Wasamac per the DFS before adjusting for LT and US$2050 gold price and various mill 

scenarios with an identical NPV to the DFS using the same inputs. Lifting the gold price to US$1,850 over doubles 

the NPV5% from C$311m to C$781m, or triples it C$948m at US$2,050/oz.  

Kidd Concentrator: We reduce initial capex by C$230m for the plant and tailings facility and add C$77m for the 

Kidd refurbishment and C$16m for a rail siding at Wasamac. We remove plant sustaining-costs of C$66m over the 

LoM. Maintaining processing costs of C$20/t and adding C$10/t in the form of train loading and hauling costs and 

for any additional backfill requirements, with waste and tails now stored at Kidd Creek. Finally, we maintain a two 

year build for this scenario on the basis that the decline lies on the critical path. Interestingly what is saved in capex 

is lost on toll-treatment costs, for a similar build-start NPV of C$788m at US$1,850/oz and C$955m at US$2,050/oz 

but the reduced capex sees IRR lift. Clearly the equity requirement will be lower under this scenario, improving the 

per share upside for Monarch shareholders. 

Canadian Malartic: We remove the C$230m in initial plant capex again, but add C$36m for a siding at Wasamac 

as well as infrastructure for stock management at Malartic. We use the same mining costs here as the Kidd Creek 

scenario but lift processing costs slightly on the basis of a tolling scenario. Again this returns a similar NPV of 

C$787m at US$1,850/oz and C$954m at US$2,050/oz. With both Agnico and Yamana currently shareholders, we 

think M&A is more likely. Using our estimated Malartic processing cost of C$11/t, Wasamac’s NPV increases to 

C$877m at US$1,850/oz or C$1,042m at US$2,050/oz. This tallies well with EV/EBITDA multiples noted above. 
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Figure 10: Wasamac project economics 

 
Quick Beaufor restart to fund up to 25% of Wasamac build 

Beaufor produced more than 1.1Moz at >6g/t until it went on care and maintenance in mid-2019 due to a lack of 

delineated reserves. With 30koz in reserves at 6.8g/t and a resource of 100koz at 7.8g/t (at US$1,280/oz) 

(according to the 2017 InnovExplo report) we think that Beaufor is well positioned for C$5m restart in the next year 

– capex is kept low through the use of Camflo mill 50km away; Camflo has historically processed Beaufor ore at 

98% recovery. We model production of 112koz over 2.5 years at an AISC of US$739/oz. In the lead up to a restart, 

we expect a 42,000m drill program targeting near mine extensions and growth at depth to return some splashy 

bonanza-grade news flow. As exemplified by Kiena Deeps, there is always potential for Val d’Or underground 

mines to turn up new ‘jewel boxes’ as well. 

Figure 11: (A) Beaufor DCF outputs (B) drill targets at depth (C) near mine exploration 

  
Source: SCP estimates, ^excludes exploration, Monarch 

Other Val d’Or assets offer Monarch non-dilutive funding options 

No stranger to M&A having bought and sold a number of operations in the past, Monarch retains this optionality 

with McKenzie Break, Swanson and Croinor, having recently sold Fayolle to IAMGold for C$11m. In the shorter 

term we expect these operations to provide similarly splashy news flow to Beaufor, with McKenzie Break step outs 

MQR

Wasamac Mine (100%) DFS DFS 1850/oz 2050/oz 1850/oz 2050/oz 1850/oz 2050/oz

Mining inventory (000t) 21,454 >> >> >> >> >> >> >>

AuEq grade (g/t) 2.54 >> >> >> >> >> >> >>

Mining inventory AuEq (000oz) 1,752 >> >> >> >> >> >> >>

Au recovery (% ) 89% >> >> >> >> >> >> >>

LOM throughput (Mtpa) 1,950 >> >> >> >> >> >> >>

Production AuEq Y1-5 (000oz pa) 153 154 >> >> >> >> >> >>

Production AuEq LOM (000oz) 1,559 1,565 >> >> >> >> >> >>

Mining & haul costs (C$/t mined) 27 >> >> >> 37 >> >> >>

Proc & tailings costs (C$/t milled) 20 >> >> >> >> >> 24 >>

G&A costs (C$/t milled) 3.5 >> >> >> >> >> >> >>

LOM C1 costs (US$/oz AuEq) 550 545 >> >> 684 >> 729 >>

LOM AISC (US$/oz AuEq) 630 625 >> >> 733 >> >> >>

Total build capex (C$m) 464 >> >> >> 327 >> 270 >>

Total sustaining capex (C$m) 165 >> >> >> 99 >> >> >>

Exchange rate (USD/CAD) 1.31 >> >> >> >> >> >> >>

Gold price (US$/oz) 1,300 >> 1,850 2,050 1,850 2,050 1,850 2,050

Project NPV post-tax (C$m) 311 311 781 948 788 955 787 954

IRR post-tax (% ) 17% >> 30% 34% 39% 45% 44% 50%

Payback (years) 3.90 4.25 3.00 2.75 2.50 2.25 2.25 2.00

SCPe DFS SCPe Kidd Ck SCPe Malarcitc

Source: SCPe

Beaufor Mine (100%) 1300/oz 1850/oz 2050/oz

Mining inventory (000t) 700 700 700

Au grade (g/t) 5 5 5

Lom production (koz) 112 112 112

LoM (years) 4.0 4.0 4.0

Mill capacity (ktpa) 538 538 538

Exploration spend (C$m) 8.4 8.4 8.4

Restart capex (C$m) 6 6 6

Sustaining capex (C$m) 17 17 17

Mining & hauling costs (C$/t mined) 90 90 90

Processing costs (C$/t milled) 39 39 39

G&A costs (C$/t milled) 4.0 4.0 4.0

C1 cost (US$/oz) 790 790 790

AISC (US$/oz) 934 934 934

Gold price (US$/oz) 1,300 1,850 2,000

NPV5% (C$m) -5 30 40

IRR (%)^ 0% 332% 438%
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returning 14m @ 14.3g/t and 7m @ 5.3g/t (both with a high grade core) in July. We add a nominal US$50/oz for 

each of Monarch’s Abitibi assets (other than the modelled Wasamac and Beaufor): 

 McKenzie Break: 166koz @ 3.46g/t x US$50/oz = US$8.3m 

 Croinor: 274koz @ 8.9g/t x US$50/oz = US$13.7m 

 Swanson: 111koz @ 2g/t x US$50/oz = US$5.5m 

Valuation  

With so many strategic options, not to mentioned M&A take-out potential, we value the operations at build start on 

a fully diluted basis for options, but don’t dilute for mine-build. We consider the DFS scenario with a LT gold price 

of US$1,850/oz for a Wasamac NPV5%-1850-DFS of C$781m while Beaufor returns a NPV5%-1850-DFS of C$29m, adding 

a nominal C$36m for “other assets”, C$18m in net cash and C$3m in cash from options takes our 1xNAV5%-1850-

DFS to C$867m or C$3.09/sh. We show sensitivities to the NPV below. Most importantly, even throwing very 

aggressive mining figures at Wasamac still sees the NPV >C$500m. 

Table 2. SOTP valuation for Monarch 

 

Source: SCP estimates 

Modelling Monarch on a fully-diluted (for mine build) basis is very difficult given the capex figure could well be far 

lower on toll-treating basis, and thus required equity dilution cold be low. Also it is difficult to forecast the price at 

which that is raised. Nonetheless, modelling C$223m debt, C$295m in equity raised at 0.5xNAV for Monarch and 

C$30m Beaufor FCF gives our 480m FD share count. Netting of finance costs and central G&A, and discounting 

to today takes our 1xNAV5%-1850-DFS to C$726m. This lifts to C$1bn by SQ23, or C$2.00/sh on a FF FD basis. 

Table 3. SOTP valuation for Monarch 

  
Source: SCP estimates 

Recommendation 

We base our price target on our 1Q22 bulid-start 1xNAV5%-1850-DFS of C$867m or C$3.09/sh. We apply a 0.5xNAV 

multiple for Wasamac and a 0.7xNAV for “quick start” Beaufor for a combined NAV multiple of 0.54x diluting shares 

for options but not mine build. As such, we initiate with a BUY rating and a price target of C$1.65/sh. At the 

current share price, we estimate Monarch is trading at just 0.16xNAV5%-2,000-DFS.  

Risks 

 Modelling risk – mining dilution or poor modelling could drive lower than expected grades at Wasamac. 

This is mitigated by the mine plan comprised entirely of reserves, with data from historic mining also.  

 Permitting risk – this is inherent in the project and will be until the project is fully permitted – this is expected 

to be in 2H21. 

SOTP project valuation*

C$m O/ship NAVx C$/sh

Wasamac @ build start (1Q22) 781 100% 0.50x 1.39

Beaufor mine @ 1st pour (1Q21) 29 100% 0.70x 0.07

Other assets 36 100% 1.00x 0.13

SCP net cash 2Q20 18 100% 1.00x 0.07

Cash from options 3 100% 1.00x 0.01

Asset NAV5% C$1850/oz 867 1.67

*Shares diluted for options but not mine build P/NAV5% 2Q20 0.18x

Asset value: 1xNPV project @ build start (C$m, ungeared)*

Project NPV (C$m)* $1750oz $1850oz $1950oz $2050oz $2150oz

10.0% discount 423 485 546 608 669

7.5% discount 545 617 688 760 831

5.0% discount 696 781 865 948 1,031

Ungeared project IRR: 28% 30% 32% 34% 36%

Project NPV (C$m)* $1750oz $1850oz $1950oz $2050oz $2150oz

Mining cost C$26.7/t 696 781 865 948 1,031

Mining cost C$36.7/t 610 695 780 864 948

Mining cost C$46.7/t 522 608 694 779 864

Group valuation over time^ SQ20 SQ21 SQ22 SQ23 SQ24

Wasamac mine (C$m) 726 762 852 1,093 1,319

Beaufor mine (C$m) 29 33 21 5 1

Other assets (C$m) 36 36 36 36 36

Group G&A and finace (C$m) (87) (69) (65) (64) (54)

Net cash prior qtr (C$m) 4 -          75 (114) (149)

Cash from options (C$m) 3 3 3 3 3

NAV FF FD (C$m) 711 766 923 959 1,156

FD shares in issue (m) 281 281 480 480 480

1xNAV5%/sh FF FD (C$/sh) 2.53 2.73 1.92 2.00 2.41

Geared company NAV diluted for mine build, net G&A and finance costs

1Q22 1xNAV FF FD (C$m)^ $1750oz $1850oz $1950oz $2050oz $2150oz

10.0% discount 617 695 773 850 927

7.5% discount 728 815 902 988 1,073

5.0% discount 862 959 1,055 1,152 1,248

Geared project IRR: 27% 29% 32% 34% 37%

1Q22 1xNAV FF FD (C$/sh)^ $1750oz $1850oz $1950oz $2050oz $2150oz

10.0% discount 0.97 1.18 1.39 1.61 1.83

7.5% discount 1.30 1.54 1.79 2.05 2.31

5.0% discount 1.71 2.00 2.29 2.59 2.89

^Project NPV incl grp SG&A & fin. cost, +net cash; *diluted for mine build equity
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 Operating costs – mining costs used in the study are relatively low and so we have evaluated the project 

value should these costs increase. A 10% lift in mining costs sees NPV reduced by 4%. This risk is 

mitigated / more than offset by current gold prices. 

 Capital costs – while costs were calculated at the DFS level and so largely based on quotes, many of 

these costs would have changed since the study was done in 2018. A 10.5% contingency mitigates this 

risk. 

Catalysts 

 2H20-21: Beaufor and McKenzie Break drill results (SCPe ‘market grabbing’ grades likely) 

 4Q20/1Q21: Results of Ausenco study at Kidd Operations 

 1H21: Beaufor restarts 

 2H21: Wasamac permitted 

 1Q22: Wasamac build start 

 2Q24: Wasamac first pour 
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Ticker: MQR CN Price / mkt cap: Project PNAV today: Asset: Wasamac

Author: B Salier / C Tonkin Rec / 0.4xNAV PT: 1xNAV1 Q2 1  FF FD: Country: Canada: QC

Commodity price FY19A FY20E FY21E FY22E FY23E Total M&I&I resource

Gold price 1,953 1,878 1,850 Wasamac resource 34Mt 2.63g/t 2882koz

SOTP project valuation* Beaufor 0.4Mt 7.76g/t 98koz

C$m O/ship NAVx C$/sh Other assets 4.6Mt 3.74g/t 551koz

Wasamac @ build start (1Q22) 781 100% 0.50x 1.39 Total M&I&I resource 39Mt 2.82g/t 3531koz

Beaufor mine @ 1st pour (1Q21) 29 100% 0.70x 0.07 Funding: uses Funding: sources

Other assets 36 100% 1.00x 0.13 Mine build capex C$464mSCPe 2Q20 cash + options cash* C$13m

SCP net cash 2Q20 18 100% 1.00x 0.07 SCPe G&A to 1st Au C$13m Pre-Wasamac Beaufor CF C$32m

Cash from options 3 100% 1.00x 0.01 SCPe pre-production expl'n C$26m Mine debt @ 60% gearing C$223m

Asset NAV5% C$1850/oz 867 1.67 SCPe finance costs + wkg cap C$10m Mine build equity at 0.5xNAV C$295m

*Shares diluted for options but not mine build P/NAV5% 2Q20 0.16x Total uses C$512m Total proceeds C$563m

Asset value: 1xNPV project @ build start (C$m, ungeared)* *Cash from options expiring pre first pour Buffer C$50m

Project NPV (C$m)* $1750oz $1850oz $1950oz $2050oz $2150oz Share data Basic FD

10.0% discount 423 485 546 608 669 Basic shares (m) 270 281 480

7.5% discount 545 617 688 760 831 Ratio analysis (yr to Jun) FY19A FY20E FY21E FY22E FY23E

5.0% discount 696 781 865 948 1,031 Average shares out (m) 249.1 268.3 292.2 379.3 524.6

Ungeared project IRR: 28% 30% 32% 34% 36% EPS (C$/sh) 0.00 -          0.00 0.03 0.01

Project NPV (C$m)* $1750oz $1850oz $1950oz $2050oz $2150oz CFPS (C$/sh) -          -          -          -          -          

Mining cost C$26.7/t 696 781 865 948 1,031 EV (C$m) 130.5 133.7 172.4 115.8 375.4

Mining cost C$36.7/t 610 695 780 864 948 FCF yield (%) -          -          -          -          -          

Mining cost C$46.7/t 522 608 694 779 864 PER (x) 246.1x -          179.8x 15.8x 44.2x

NPV5 (C$m)* $1750oz $1850oz $1950oz $2050oz $2150oz P/CF (x) -          -          -          -          -          

Min Inventory 21.5Mt 696 781 865 948 1,031 EV/EBITDA (x) 50.9x -          47.0x 4.7x 13.2x

Min Inventory 25.0Mt 799 891 982 1,074 1,164 Income statement (yr to Jun) FY19A FY20E FY21E FY22E FY23E

Min Inventory 30.0Mt 903 1,003 1,102 1,201 1,300 Net revenue (C$m) 31.7 1.1 19.6 54.9 57.7

*Project level NPV, excl finance costs and central SGA, discounted to build start COGS (C$m) 27.3 0.3 12.0 25.3 24.0

Group valuation over t ime^ SQ20 SQ21 SQ22 SQ23 SQ24 Gross profit  (C$m) 4.4 0.8 7.6 29.6 33.7

Wasamac mine (C$m) 726 762 852 1,093 1,319 D&A, attrib (C$m) -          -          0.3 3.2 6.3

Beaufor mine (C$m) 29 33 21 5 1 Admin (C$m) 5.1 2.6 3.6 4.0 4.4

Other assets (C$m) 36 36 36 36 36 Expensed exploration (C$m) 0.3 -          -          -          -          

Group G&A and finace (C$m) (87) (69) (65) (64) (54) Finance cost (C$m) 0.4 0.1 0.0 -          4.9

Net cash prior qtr (C$m) 4 -          75 (114) (149) Royalty (C$m) -          -          0.3 0.9 0.9

Cash from options (C$m) 3 3 3 3 3 Forex, other (C$m) (3.6) (0.8) -          -          -          

NAV FF FD (C$m) 711 766 923 959 1,156 Taxes (C$m) 1.7 0.0 2.5 10.0 11.5

FD shares in issue (m) 281 281 480 480 480 Net income (C$m) 0.5 (1.2) 0.8 11.5 5.7

1xNAV5%/sh FF FD (C$/sh) 2.53 2.73 1.92 2.00 2.41 Cash flow (yr to Jun) FY19A FY20E FY21E FY22E FY23E

Equity ROI from spot (% pa) 468% 152% 104% 91% EBIT (C$m) 2.6 (1.1) 3.4 21.5 22.1

Geared company NAV diluted for mine build, net G&A and finance costs Add back D&A (C$m) -          -          0.3 3.2 6.3

1Q22 1xNAV FF FD (C$m)^ $1750oz $1850oz $1950oz $2050oz $2150oz Less tax + net interest  (C$m) 2.1 0.1 2.6 10.0 16.4

10.0% discount 617 695 773 850 927 Net change in wkg cap (C$m) (3.6) (0.2) (1.2) (0.7) (1.8)

7.5% discount 728 815 902 988 1,073 Add back other non-cash (C$m) (3.8) (0.5) 0.4 0.4 5.3

5.0% discount 862 959 1,055 1,152 1,248 Cash flow ops (C$m) (7.0) (1.9) 0.3 14.3 15.5

Geared project IRR: 27% 29% 32% 34% 37% PP&E - build + sust. (C$m) 3.5 9.7 (9.4) (57.4) (200.4)

1Q22 1xNAV FF FD (C$/sh)^ $1750oz $1850oz $1950oz $2050oz $2150oz PP&E - expl'n (C$m) (8.6) (8.5) (18.2) (3.5) -          

10.0% discount 0.97 1.18 1.39 1.61 1.83 Cash flow inv. (C$m) (5.1) 1.2 (27.6) (60.9) (200.4)

7.5% discount 1.30 1.54 1.79 2.05 2.31 Share issue (C$m) 2.9 6.4 -          145.0 -          

5.0% discount 1.71 2.00 2.29 2.59 2.89 Proceeds from warrants (C$m) 0.1 0.0 -          -          -          

^Project NPV incl grp SG&A & fin. cost, +net cash; *diluted for mine build equity Debt draw (repay) (C$m) (0.8) (0.7) (5.8) -          140.2

Wasamac prod. Y1 = Mar24 Y1 Y2 Y3 Y4 Y5 Cash flow fin. (C$m) 2.2 5.7 (5.8) 145.0 140.2

Gold eq production (000oz) 70 163 179 191 165 Net change in cash (C$m) (9.9) 5.0 (33.0) 98.4 (44.8)

C1 cost (US$/oz) 687 485 491 475 534 EBITDA (C$m) 2.6 (1.1) 5.5 15.8 27.9

AISC cost (US$/oz) 1,078 730 631 502 565 Balance sheet (yr to Jun) FY19A FY20E FY21E FY22E FY23E

AISC = C1 + ug sustaining capex, Y1 = 12M to Feb 2025 Cash (C$m) 6.4 10.1 (22.9) 75.5 30.7

Acc rec., inv, prepaid (C$m) 4.1 2.0 2.8 3.6 5.4

PP&E + other (C$m) 62.1 67.8 95.1 152.8 346.9

Total assets (C$m) 73 80 75 232 383

Debt (C$m) 17.3 15.0 9.2 9.2 154.3

Accounts payable (C$m) 4.2 2.4 2.0 2.0 2.0

Others (C$m) 5.9 6.0 6.0 6.0 6.0

Total liabilities (C$m) 27.4 23.4 17.3 17.3 162.4

Sh'hlds equity + wrnts (C$m) 66.9 77.9 78.3 223.7 224.1

Retained earn'gs + rsvs (C$m) (21.7) (21.4) (20.6) (9.1) (3.4)

Liabilit ies + equity (C$m) 73 80 75 232 383

Source: SCP estimates

BUY, C$1.67/sh

C$0.48/sh, C$129m 0.19x

FF FD with build

C$2.53/sh
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Wasamac 

Wasamac lies on ~760ha across three mining concessions and is located on the Abitibi greenstone belt in south 

west Quebec, 15km south west of Rouyn-Noranda via tarred road. Rouyn-Noranda, a mining town with a 

population of 41,000, provides various mining services, with daily flights from Montreal. The national railway line 

links Wasamac to Kirkland Lake in the west and Canadian Malartic and Goldex (amongst others) in the east. A 

25kV hydropower line runs past the property along the main road while a 125kV power line passes the project 8km 

away. The project lies on flat Abitibi Plains, with -12°C winter temperatures meaning geochemical surveys are 

conducted from May to October, with year round drilling and geophysical surveying.  

Historical exploration started in 1936 led to a 60m shaft and one level of development. The main Wildcat zone was 

discovered from there, with a 340koz @ 5.3g/t deposit outlined, accessed through a 55° angled shaft to 350m and 

five underground levels developed in the late 1940’s.  Commercial production began in the late 1960’s and saw 

mining of 253koz @ 4.2g/t over six years in the Main and No. 1 zones before low gold prices led to closure. 

Richmont took control in the 1980’s with sporadic drilling focussed on a dip extension and the shaft pillar, before 

2002-2204 drilling led to a 1.3Mt @ 7g/t resource with a 4.45g/t cut-off. Additional drilling to 2012 outlined a 560koz 

@ 2.56g/t M&I and 2Moz @ 2.6g/t inferred resource at a 1.5g/t cut-off – this fed into a PEA which contributed to 

the current DFS and formed the basis for the current 2.6Moz M&I resource in the Main Zone and Zones 1-4. 

The underground mine has a shaft to 420m with seven levels, and is currently flooded. A non-acid generating 

tailings dump lies on the property. Monarch has the surface and water rights to the property. The EIA was launched, 

and project notice given, in November 2019. Wasamac was selected as a pilot project for an interdepartmental 

approach to mine permitting which aims to fast track permitting. As this is a pilot, we still expect an 18-24 month 

permitting process. There is a 1.5% royalty payable to Richmont on commercial production. 

Figure 12: (A) Wasamac location relative to nearby mills (B) Wasamac license area 

 
Source: Monarch  

Geology 

Wasamac is hosted by a typical Abitibi assemblage of mafic to felsic Archean volcanics with diorite sills. The area 

has produced >300million ounces of gold over the past 120 years. Locally the deposit is hosted in the Blake River 

Group, the youngest volcanic sequence in the province, and is bounded by two faults to the north and south. The 

group is characterised by folded cyclic andesite-rhyolite units underlain by sedimentary rocks and intruded by post-

tectonic or synvolcanic mafic gabbro-diorite sills. Two large granitoids lie just north of the Wasamac property and 

cross through the volcanics while the Wasa shear zone (WSZ) separates the property into the south eastern mafic 

portion and the northern felsic tuff/ rhyolite portion. The WSZ is an 80m wide, 50° north dipping, 265° azimuth, 

reverse fault, is strongly hydrothermally altered and is related to most gold on the property. Mineral assemblages 

within the WSZ consist of chlorite, carbonate, hematite, albite and sericite while gold is associated dissemination 

of fine pyrite in altered portions. 
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Figure 13: Local geology at Wasamac property 

 

Source: Monarch 

Mineral resource estimate 

Surface and underground drilling delineated a 2.6Moz M&I resource and a 1.7Moz underground reserve. Additional 

drilling, a reduced cut-off grade, removal of in-situ material around stopes and expansion to the east (Zone 4) in 

the period from 2011 to 2017 saw 2Moz converted from inferred to indicated, while indicated grades increased 

slightly but M&I grades dropped. Dilution ranges from 8% in the main zone to 15% in Zone 4 from the hanging and 

foot wall, and 5% from backfill, for a total average dilution of 16.2% at grades of 0.4-0.8g/t while stope recovery 

averages 86.4%.  

Table 4. Resources and reserve for Wasamac 

  

Mining and processing 

Underground mining will be carried in five zones, the Main Zone (MZ) and Zones 1-4 (Z1-4). The method to be 

used is top down long hole stoping with an integrated Rail-Veyor which will be fed by reclaim feeders and up to six 

7t LHDs for a total 6,000tpd operation. Stopes are designed to be 20m high and 15m on strike with a minimum 

mining width of 4m and will be filled with paste backfill. The MZ is a dip extension of previous mined workings and 

contemplates a 30m sill pillar between historic and new workings. 

Tonnes 

(Mt)

Grade 

(g/t Au)

Ounces 

(koz)

Tonnes

(Mt)

Grade

(g/t Au)

Ounces 

(koz)

Measured resource 4.0 2.52 323 Proven 1.0 2.66 88

Indicated resource 25.9 2.72 2,265 Probable 20.4 2.56 1,679

Total M&I resource 29.9 2.70 2,588 Total reserves 21.5 2.56 1,767

Inferred resource 4.2 2.2 294

Total resource 34.0 2.63 2,882

Source: Monarques, C$26.72/t mined mining cost, C$2.20/t milled tailings 

cost, C$17.79/t milled proc cost, 1.31 exchange rate, 88.2% rec.

Source: Monarques, resources include reserves, 1g/t cut-off grade, 

US$1,500/oz gold price, USD:CAD $0.80
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Rehabilitation and dewatering of the existing infrastructure will take place over 15 months while a 4x4m twin decline 

is sunk, and three twin ramps access the various zones. The twin decline averages 7.5% gradient for a total of 

~2.5km to just above MZ where three twin-ramps will provide access to each zone. The system sees workers and 

supplies make use of the intake airway/ rubber tire ramp while the Rail-Veyor system uses the return airway. Z2 

extends to 840m vertical depth, the deepest part of the operation. 

The Rail-Veyor was selected so that ore could be transported under Highway 117 to surface infrastructure north 

of the road while maintaining a low opex with capex similar to that of a shaft. High-speed development is planned 

at 6m/day, for an expected two years from first blast to commercial production with shaft bottom reached in after 

four years when full production is met. Total lateral development amounts to ~137,000m with ~7,000m of vertical 

development. Other operations making use of the Rail-Veyor system are Agnico Eagle’s Goldex, Harmony Gold’s 

Phakisa and Vale’s Copper Cliff. 

Ore is relatively hard with BWi ~16kwh/t but less competent than host rock for a Geological Strength Index 

(incorporates strength and joint sets) of ~50 versus ~64 in the hanging wall and footwall. 

Figure 14: Wasamac mine layout 

 

Source: Monarch 

A number of processing scenarios exist, with the DFS based on the construction of a ~16Mw, 2.2Mtpa crush, 

stockpile, two-stage 60um grind, 48 hr leach, carbon-in-pulp, cyanide destruction plant. Tailings that are not used 

as backfill will be dry stacked after being pumped 6.3km along a private road and dewatered. Recoveries range 

from 82% in Z1 to >92% in MZ and Z3. There is excess water in the process of 18m3/h.  Other processing options 

include tolling treatment at Agnico/Yamana JV Canadian Malartic or Glencore’s Kidd concentrator, both are less 

than 100km away by train and so ROM can be transported at low cost. 

Economics 

Using the DFS scenario which includes the plant build, initial capex is spent over the two years of construction and 

the first year of ramp-up. We model a two year build with first pour in 2024. Approximately half of all initial capex 

is spent on the plant and tailings facility while lateral development makes up most of the sustaining capital 

throughout the LoM. The company applied a broad 10.5% contingency. 

Table 5: Wasamac DFS capital costs 

 

Initial capital costs Total cost (C$m)

Processing plant and TMF 230

Mining costs 146

Owners costs and indirects 39

Contingency 49

Total initial capital costs 464

Total sust. capital costs 165
Source: Monarques
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Operating costs are kept low through the use of the Rail-Veyor system. Cash costs are in line with Agnico Eagle’s 

Goldex operation which has made use of the Rail-Veyor system since 2017. Processing costs are generally in line 

with peers with similar size plants and similarly hard ore. 

Table 6: Wasamac DFS operating costs 

Figure 15 Wasamac DFS input sensitivities (A) US$1,300/oz (B) SPCe LT US$1,850/oz 

  

Source: SCP estimates 

Beaufor mine 

Monarch’s 100% owned Beaufor Mine covers claims over 5.9km2 located just northeast of Val d’Or. The mine 

operated from 1933 to 1951 and from 1993 to 2018, producing ~15koz in FY2018 before going on care and 

maintenance in mid-2019. Historical grades average ~7.5g/t, and the mine has produced >1.1Moz from three 

shafts. The company’s ex-Barrick Camflo mill is 50km away and has processed Beaufor feed at a ~98% recovery 

since 1994. Surface infrastructure is in place and no additional permits are required to recommence operations. 

Figure 16: Beafor mine and Camflo mill 

 
Source: Monarch 

Geology 

Beaufor is an Archean orogenic deposit hosted in the Bourlamaque granodiorite batholith. Mafic dykes undercut 

the granodiorite and are closely related to mineralisation particularly with regards to structure. Gold is hosted in 

quartz-tourmaline filled shear-fractures with the granodiorite. Stacked veins are 5cm to 5m wide (with most 30cm 

to 120cm wide) and generally strike north west to south east, dipping gradually towards the south west. Currently 

resources stand at 100koz, although we flag that this was calculated at US$1,280/oz gold and a 3.95g/t-4.66g/t 

cut-off (lower for long hole stoping, higher for room and pillar).  

Mining LOM operating costs Ave. cost (C$/t milled) Plant LOM operating costs Ave. cost (C$/t milled)

Lateral dev. (operating) 3.51 Reagents 6.02

Production 14.09 Grinding media 2.29

Mine services 4.67 Maintenance and parts 1.64

Technical services 1.43 Process consumables 1.43

Supervision and management 1.70 Personnel 2.81

Definition drilling 0.22 Utilities (Power and gas) 3.59

Equipment leasing payment 1.11 Total 17.79

Total 26.72 Other costs Ave. cost (C$/t milled)

C1 costs (US$/oz) 550 Tailings, waste and water management 2.20

AISC (US$/oz) 630 Site G&A 3.53
Source: Monarques
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Table 7. Resources and reserves at Beaufor 

  

A 42,000m drill program will target near mine extensions as well as a depth extension with the goal of a restart in 

12-18 months. A long-section showing existing development is presented below, with resource drilling targets 

highlighted in the yellow-dashed box generally at the bottom of the decline. Reserve-conversion drilling is 

targeted for higher up in the mine, with a blend of the two likely to support future production. While there is good 

optionality on a Kiena Deeps style high-grade lode. Investors should reasonably expect a succession of high-

grade drill results from ongoing reserve conversion.  

Figure 17: (A) Near mine drilling and (B) deep targets at Beaufor 

  
Source: Monarch 

Mining and processing 

Beaufor was previously long hole stoped in steeper dipping areas (zone Q) and room and pillar in shallower dipping 

areas (zone QH). A vertical shaft accesses the mine to ~700mbs where a decline extends to ~930mbs. A 2017 

technical report noted 140kt of mining at 6.83g/t in zones Q, QH, C, 22 and CF5 before the expected closure 18 

months later. Pre-closure mining was in line with this at 100ktpa with ore skipped to surface in 500t bins from 

Perron shaft. 

Figure 18: (A) Composite section and (B) long section of Beaufor mine 

  
Source: Monarch 

We model a restart in 2021 with 700kt processed over 4 years at an average of 5.2g/t for a total of 112koz of 

production.  Camflo mill, 50km away, will be used by the operation to process ore. The mill has a throughput 

capacity of 1600tpd with a 92% availability, this amounts to ~135ktpq, significantly more than maximum ~100ktpq 

Tonnes 

(Mt)

Grade 

(g/t Au)

Ounces 

(koz)

Tonnes

(Mt)

Grade

(g/t Au)

Ounces 

(koz)

Measured resource 74.4 6.71 16 Proven 281.0 5.95 5.4

Indicated resource 271.7 7.93 69 Probable 111.5 7.05 25.2

Total M&I resource 346.1 7.67 85 Total reserves 392.5 2.42 30.6

Inferred resource 46.1 8.34 12

Total resource 392.2 7.76 98

Source: Monarques, 3.95g/t - 4.66g/t cut-off, dilution 10-15% in LH, 

CAD/USD 1.28, Aupx US$1,280/oz, 98% rec.

Source: Monarques, resources exclude reserves, 3.95-4.66g/t cut-off, 

Aupx US$1,280/oz,  CAD/USD 1.28, min. 2.4m vein width
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that we model. The plant consists of a crushing and grinding circuit as well as a Merril-Crowe system utilising 

cyanidation and zinc powder precipitate. Beaufor has been using the plant since 1994 and recoveries are ~98%. 

Economics 

We expect restart costs of ~C$5-6m for the operation and think this is achievable on the basis that the mine recently 

went into care and maintenance. We expect C$5m of this expenditure to come in the form of development capex 

as new areas are accessed. Exploration costs of C$8.4m were attributed to corporate costs rather than the project.  

We base mining costs on peers which use similar methods while processing costs were based on a sliding scale 

from 2017 where C$/t milled is based on mill utilisation. There is a 3% NSR on the property (of which 2% can be 

bought back) 

Table 8: Beaufor mine economic analysis 

 

McKenzie Break 

Monarch acquired 100% of the 326ha McKenzie Break (MB) project from Agnico Eagle for a total C$4.6m in 2017. 

The property lies 35km of Val d’Or in the Abitibi region and is easily accessible by road. 

Geology 

The property lies on the Abitibi greenstone belt. Known gold mineralisation in the area occurs at the Pascalis 

batholith contact in a shallow indenture. This indenture is underlain by mafic to felsic volcanics and is cut by quartz 

diorite dykes, and likely contact metamorphosed given the highly anomalous magnetic signature. Mineralisation 

occurs in three main zones all striking northwest, dipping at 20-25⁰ north east (i) Upper Zone (green), 1cm to 2m 

(average 20-30cm) with free, coarse gold in subparallel quartz-chlorite ribbon veins, (ii) Mid Zone (orange), quartz-

carbonate-sericite schist (iii) South No.4 Zone – in non-magnetic diorite, 600m long in a N-S direction, >90m down 

dip, grades of 1-3g/t over 3-6m, shallower dipping than other zones. 

Figure 19: (A) Isometric of MB – 2018 (B) MB resource 

 
 

 

 

 

 

Beaufor Mine (100%) 1300/oz 1850/oz 2050/oz

Mining inventory (000t) 700 700 700

Au grade (g/t) 5 5 5

Lom production (koz) 112 112 112

LoM (years) 4.0 4.0 4.0

Mill capacity (ktpa) 538 538 538

Exploration spend (C$m) 8.4 8.4 8.4

Restart capex (C$m) 6 6 6

Sustaining capex (C$m) 17 17 17

Mining & hauling costs (C$/t mined) 90 90 90

Processing costs (C$/t milled) 39 39 39

G&A costs (C$/t milled) 4.0 4.0 4.0

C1 cost (US$/oz) 790 790 790

AISC (US$/oz) 934 934 934

Gold price (US$/oz) 1,300 1,850 2,000

NPV5% (C$m) -5 30 40

IRR (%)^ 0% 332% 438%

Source: SCPe, ^excludes exploration spend

Tonnes 

(kt)

Grade 

(g/t Au)

Contained 

Au (koz)

Indicated reosurce (pit) 939.9 1.59 48

Indicated resource (UG) 281.7 5.9 53

Total M&I resource 1222 2.59 102

Inferred resource 574.8 3.46 64

Total resource 1796 2.87 166

Source: Monarques
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A step change came in the potential upside with deeper step-out drilling by Monarch in 2Q20. The company moved 

toward the east, and down dip, with initial drilling returning an extremely strong 14m @ 14g/t and 7m @ 5.3g/t, 

both with a high grade core. Our view: we think the initial drilling area could support perhaps 100koz. However, the 

new drilling is very much a step change given the thickness and grade, which also make it eminently more 

underground mineable than shallower stacked lodes. Simply taking a 20m radius around existing intercepts already 

adds SCPe 50koz @ 11.3g/t. Looking geometrically at Figure 20A even 150m x 100m by an average 11m thick of 

the three pierce points into the new zone adds 150koz at 10g/t. Make no mistake, we expect this to grow, but even 

if it doesn’t, milling just this through Beaufor would generate ~C$140m of FCF before capex. High grades mean 

small tonnes, and thus limited development capex and low opex. Given the asset is open in all directions, the great 

irony is that this ‘third project’ could underpin the entire companies market cap right now. 

Figure 20. (A) Plan map showing drilling and (B) recent drilling highlights of 14m @ 14g/t 

  
Source: Monarch 

Mining and processing 

Two scenarios were considered for Mackenzie Break (i) a bulk low grade open pit targeting the upper zones and 

(ii) an underground which would target deeper, narrower high grade zones. Given the recently discovered high-

grade zone at depth, we expect continued drilling to bottom out that resource / reserve potential. Processing could 

be done at the 750tpd Merrill-Crowe Beacon Mill or at Camflo in conjunction/after Beaufor. Certainly a high-grade 

underground could easily truck to either mill. 

Valuation 

We value McKenzie Break at a nominal US$50/resource oz for a total US$8.3m as part of a more holistic C$36m 

for resources defined by the company outside our modelled mine plans. We eagerly await further drilling here, 

which has every potential to drive a step-change in our valuation. 
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Strategic Val d’Or holding with base-load production in the bag 

O3 could not have timed the market better. During the 2013-2017 downturn 

predecessor Osisko amassed vast holdings cheaply. Many of these were spun 

out to O3, who have monetised fringe assets, and considerably bulked out the 

holding with a focus on Val d’Or. This has allowed O3 to not only amass 5.1Moz 

@ 1.5g/t, but to acquire over 50km strike along one of the top four Archean 

greenstone trends, a remarkable achievement. Combined with a planned 

150,000m fully-funded drill programme, upside is plentiful. 

Marban cornerstones development opportunity 

Perennial ounce building is not in vogue, with investors rightly wanting to see 

economics of production. O3 isn’t standing still, as Marban provides what we 

see as a ‘base load’. The 1.8Moz @ 1.1g/t pittable component of the resource 

should convert into a ~100koz pa vanilla open pit operation. The production and 

economics get interesting, and perfectly suit O3’s portfolio, as higher-grade 

satellites are then bolted on. The soft ultra-mafic and good infrastructure should 

drive low costs, with a year-end PEA potentially a material catalyst. 

Alpha offers growing ounces and potential step-change upside 

This licence east of Val d’Or on the main Cadillac Break already hosts 927koz 

between Orenada, Akasaba and Simkar. On top of this, potential step-change 

upside comes from large areas of undrilled splays off the main break. The 

licence extends all the way to Eldorado’s Triangle Zone (2Moz @ 7g/t), with 

many similar intrusive stocks under cover on O3’s permit. Notable ounces 

include 280koz @ 4.7gt/ at Sleepy, which could provide Marban satellite feed. 

East Cadillac adds more main break holding with walk up targets 

Beyond Alpha, O3 holds another ~12km strike of main break, taking total strike 

to close to 50km. Again, the licence already hosts 177oz @ 4.1g/t providing a 

satellite nucleus. Similarly to Alpha, splays north of the main break have been 

underexplored given the typical black-soil swamp terrain, offering real upside on 

a belt where only Chimo has been drilled out comprehensively. 

Initiate coverage with BUY rating and C$4.60/sh price target 

We model O3 on a DCF basis based on a diluted pit inventory of 29Mt @ 1.2g/t 

mined over 10 years, with a nominal 100koz @ 2.75g/t satellite feed. This 

returns a build start NPV5%-1850 of C$495m. Adding cash and investments of 

C$53m, cash from options and a nominal US$30/oz 40m for ounces outside our 

mine plan drives 1xNAV5%-1850 of C$614m. We initiate with a BUY rating and 

0.4xNAV5%-1850 PT of C$4.60/sh. At the current C$2.49/sh, we estimate O3 is 

trading at just 0.27xNAV5%-1850. Stepping back, O3 is a C$144m company, with 

an impressive 150,000m of planned drilling on ~50km of prolific Archean belt, 

and over C$50m of cash and investments to back it up. With just 1.1Moz of 

production valued at 5x the current market cap, this is a conviction name for us. 

O3 MINING (OIII CN) 

Development asset with Val d’Or pipeline to grow 
RECOMMENDATION: BUY  PRICE TARGET: C$4.60/sh  RISK RATING: SPECULATIVE 
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SHARE DATA

Shares (basic, FD) 60 / 69 / 103

Share price (C$/sh)

52-week high/low C$3.14 / C$1.13

Market cap (C$m) 144

SCPe net cash + investments 2Q20 (C$m) 53

1.0xNAV5% @ US$1950/oz (C$m)* 677

1.0xNAV5% FD (C$/sh)* 9.86

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

Average daily value (C$000, 3M) 179

FINANCIALS CY22E CY23E CY24E

Gold sold (000oz) -       33 117

Revenue (C$m) -       86 306

AISC (US$/oz) -       870 1,138

Income (C$m) (6) 17 80

EPS (C$) -       0.21 0.92

PER (x) -       11.1x 2.6x

CFPS (C$) -       -       1.20

P/CF (x) -       -       2.0x

EBITDA (C$m) (3.3) 55.8 175.8

EV/EBITDA (x) -       6.1x 1.3x

TIME VALUE: 1850/oz 3Q20 3Q21 3Q22

1xNAV5% FF FD (C$m) 549 552 668

1xNAV5% FF FD (C$/sh) 9.11 9.15 7.46

TIME VALUE: 1950/oz 3Q20 3Q21 3Q22

1xNAV5% FF FD (C$m) 549 552 668

1xNAV5% FF FD (C$/sh) 9.11 9.15 7.46

Source:Fidessa
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Largest holding on Cadillac Break of any junior 

O3 has built up a commanding landholding along, and to the north of, the Cadillac Break extending from west of 

Val d’Or at Marban (north of Malartic) through Val d’Or from the acquisition of Alexandria, and to the east on East 

Cadillac, acquired from Chalice Gold after their return to Australia. This is a remarkable achievement, which can 

be put down to two key foundations; (i) as the name suggests, assets from the original Osisko, a prolific staker / 

acquirer until ‘settling’ on Windfall and Barkerville, and (ii) moving aggressively in the downturn. Put simply, this 

portfolio could not be put together today, offering tremendous gearing into rising gold prices. More recently, the 

company has optioned Aurbel mill capacity from QMX, providing a permitted TMF for acid-forming tails as well. 

Overall O3 conducted seven major acquisitions and three equity placements in the last year, timed perfectly. 

Figure 21. Location of (A) Marban, (B) Alpha (Orenada/Akasaab/Simkar) and (C) Cadillac East (Nordeau West) 

 

 

 
Source: O3 

Foundations for discovery, ounce growth, and engineering progress on standalone and hub-and-spoke  

While Canadian’s are deep-mine experts, we think the Australians could teach the Canadian’s a thing or two about 

the hub-and-spoke model. Better than Australia, mines around Val d’Or and Timmins benefit from cheap electricity, 

rail, and flow-funded drilling. O3 now has the potential for (1) standalone operations (Marban), (2a) hub-and-spoke 

to their own mill with satellites, or (2b) as feed for third party mills as Glencore (Kidd Creek), Yamana (Malartic) 

and several Timmins operations (such as Dome) all seek third party feed. Hub-and-spoke doesn’t necessarily 

mean third party mills though. O3’s Marban asset provides a 1-1.5g/t 1Moz ‘base load’ to cornerstone its own mill. 

 

Garrison Marban Orenada Akasaba Simkar Sleepy E Cadillac TOTAL

53,876kt 42,297kt 5,833kt 5,486kt 340kt 1,855kt 1,338kt 111,025kt

1.15g/t 1.31g/t 1.71g/t 3.08g/t 5.77g/t 4.70g/t 4.10g/t 1.44g/t

1,989koz 1,786koz 321koz 543koz 63koz 280koz 176koz 5,157koz

M&I: 78% M&I: 89% M&I: 61% M&I: 47% M&I: 68% M&I: 0% M&I: 17% M&I: 71%

Timmins 
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Figure 22. Share count, share price and market cap for O3 over the last year 

 
Source: Bloomberg 

With cash and upcoming drill-meters to create value quickly 

After closing a C$40m flow-through financing in June this year, pro-rata cash and investments sit at ~C$50m. O3 

had initially planned 50,000m drilling between Alpha and Cadillac East, completing 26,000m by June. This was 

lifted to 150,000m as part of a C$24m programme. Drilling will continue year round, with four rigs drilling over 

summer. Targets comprise Marban near-mine NW of Marban. Alpha: strike/depth drilling at Sector 1 (Orenada 

Zone #4, #2, Bulldog, Epsilon, and Pontiac Zones), Sector 2 (Akasaba, Sabourin, and Valdora) and Sector 3 

(Simkar). Alpha exploration targeting Sector 4 (Omega) – just a few hundred meters from Eldorado’s Triangle 

deposit. East Cadillac: drilling North Contact and Simon West. 

Using traditional and cutting edge exploration techniques 

The land package O3 has secured has substantial historic data ranging from drill holes to trenches, soils, rock 

chips, multi-element assays, IP, mag and EM. To ‘wade through’ all this data, O3 are working with Mira geoscience 

for AI target-generation. Alpha is the first licence to be processed, with 662km of drilling in 2,400 holes, 2,000 

surface assays, 25,000 multi-element assays and 160,000 gold assays, as well as 400 line kilometers of IP, 5,500 

line kilometers of magnetics and over 700 line kilometers of EM. Mira has combined this with regional-scale 

structural and stratigraphic data from the SKUA platform to drive a supervised machine-learning exercise. This 

generated 25 targets on the property, segregated into Cadillac (‘main break’), skarn type (gold in intrusive alteration 

haloes), Sigma-Lamaque type (intrusive-stock hosted), and Anamaque type (gabbro sill hosted), shown in Figure 

23. The company isn’t relying on the technology by itself, and will now commence surface stripping above targets 

to undertake more traditional geochemical and mapping to prioritise targets, a pleasing mix of old and new. 

Figure 23. Mineral Prospectivity Indices map over Alpha  

 
Source: O3 
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Marban provides base-load for production, valuation, and ounce upside 

Marban is O3’s cornerstone asset on which a production base can be built. The resource currently stands at 1.8Moz 

@ 1.4g/t booked in 3Q16, including 1.6Moz @ 1.24g/t of pit-constrained material using at 0.4g/t cut-off. Historic 

production focused on several small high-grade operations including Marban (300koz @ 5.3g/t), Norlartic (199koz 

@ 4.1g/t) and Kierens (52koz @ 6.3g/t). While a backstop for Marban is to provide satellite feed into the nearby 

Malartic mill, within a larger OIII portfolio, the opportunity as we see it is to have a cornerstone ~2.5Mtpa mill with 

Marban feed as base-load. Thereafter, small higher-grade satellites can be bolted-on to improve grade and 

production. The beauty of O3’s land package is that as the company rolls the rigs over the belt, this should generate 

50-150koz from satellites and add material per share value. First prize would of course be a new stand-alone 

discovery. 

Alpha adds existing ounces, growing, with flyer on major discovery 

Alpha comes with 927koz, cornerstoned by Orenada’s 235koz @ 1.45g/t and 80koz @ 3.1g/t pittable and UG, 

respectively. Other resources sit at Akasaba with a further 135koz @ 1.4g/t and 358koz @ 5.6g/t pit constrained 

and UG resources, respectively. Finally Sleepy adds another 280koz @ 4.7g/t, with 63koz @ 5.8g/t at Simkar. 

Figure 24. Target mineralisation styles on the Alpha property 

  
Source: O3 

East Cadillac a proven belt around Chimo mine, more walk up targets 

The East Cadillac property has an existing 177koz @ 4.1g/t. While this offers some potential for a small satellite 

underground, we see it more as a pointer that the structure (eastern extension of Cadillac break) is tapping 

auriferous fluid. While Chimo, a carve out of this licence, clearly hosts good mineralization on a jog in the main 

break, O3 is now actively seeking new ore bodies.  

Figure 25. (A) East Cadillac property and (B) focus area nowing North Contact and Simon West 

 
Source: O3 

Orenada M&I 3,758 1.61 195

Orenada Inf 2,078 1.89 126

Orenada total 5,836 1.71 321

Akasaba M&I 3,661 2.16 254

Akasaba Inf 1,823 4.92 289

Akasaba total 5,484 3.08 543

Simkar M&I 242 5.52 43.0

Simkar Inf 98 6.36 20.1

Simkar total 341 5.76 63
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Marban valuation 

Mining inventory: The 1.78Moz @ 1.38g/t resource sub-divides into open pit and UG, with a 0.4g/t cut-off used to 

constrain 1.6Moz @ 1.24g/t in a pit. Focussing on Marban alone, 89% of in-pit material is classified as indicated, 

grading 1.23g/t. Dropping 1.12Moz to 1.07Moz by lifting the cut-off from 0.3g/t to 0.4g/t takes the grade up to 

1.33g/t. We use this as a base case, applying 15% dilution for a mining inventory of 1.1Moz @ 1.16g/t. Mining: As 

always with a pre-PEA project, strip is difficult to estimate. The resource is shown graphically below; we use an 

approximate estimate of 5:1 which should be a number to beat given the sheeted ore bodies sit close to each 

other, limiting dilution, with modelling undertaken on 5x5m blocks using 2m composites indicative of relatively wide 

ore blocks. At this stage we do not model high-grade early years, nor stockpiling of 0.3-0.5g/t, both of which we 

would expect to improve the NPV in due course.  

Figure 26. Isometric view and cross-section through Marban ore bodies 

 
Source: 2016 43-101 

Processing: We model a 2.6Mtpa operation at 90% recovery for a 12 year LOM, with potential to lower capex / 

size for a higher grade optimisation, or in fact enlarge the mill throughput. The most important aspect of the ore 

body is soft host rock, with a very low BWI of just 10-11 given ultramafics in the host sequence. As such, we see 

potential for unit capex savings where compared to peers, and thus we model US$150m capex for this relatively 

large 2.6Mtpa operation (8ktpd), with processing costs of US$12/t given the intermediate size of the mill and the 

soft rock, along with good infrastructure (camp and power) compared to more remote operations.  

Table 9. Modelled unit costs for O3 against published peer feasibility studies 

  
Source: SCP, company data 

All about the satellites: The above Marban-only scenario provides a ‘base load’ 92koz pa from the Marban pit, 

albeit we expect stockpiling and early-years scheduling could see this start as high as 120koz pa. From this base 

case, we expect regional drilling to delineate multiple higher-grade satellite pits, and potentially underground 

operations. To understand the impact, we add a nominal 2.75g/t 10:1 strip satellite mined over two years at the 

start of the mine life, with 1.1Mt for 100koz as a base case. This lifts production to 120koz pa, which we sensitise 

to satellite ounce size in our valuation. Even at this strip, and adding a nominal 15km haul at C20c/t/km, serves to 

O3 Monarch Marathon Atlantic

Operation Marban Wassamac Valentine Torquoy

Throughput (ktpa) 2,600 2,000 4,000 2,200

LoM (years) 12 11 12 11

Strip (w:o) SCPe: 5:1 UG 7.6 2.3

BWI (kWh/t milled) 10-11 ~14 16.0 9.4

Pre-prod capex (C$m) SCPe: 234 231 314 137

Capex (C$/t milled pa) 90 116 79 62

Operating costs

Mining cost (C$/t mined) SCPe: 3.34 - 2.89 4.39

Proc. cost (C$/t milled) SCPe: 16.06 17.8 11.3 8.9

G&A + TMF (C$/t milled) SCPe: 2.27 5.73 2.27 1.90

Capital costs
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lower combined cash costs by US$130/oz to US$861/oz. This provides a good ‘blueprint’ or cookie-cutter to frame 

exploration spend and targets and value iterative +100koz additions, of which we expect many. Specifically, each 

+100koz satellite / bolt-on adds C$144m to LOM EBITDA. Stepping back, this is why we like O3; not only do we 

think the existing ounce-base offers multiple such bolt-ons, but drill-spend to find such bolt-ons on this large and 

prolific belt costs a fraction of the value they could add once the company has an established milling operation. 

Table 10. Modelled economic parameters for Marban 

 

Valuation 

We model O3 on a DCF basis, cornerstoned by the Marban operations described above. We add cash and liquid 

investments, and cash from ITM options. The existing model includes only a single 100koz satellite, but in reality 

we expect more of these to develop. As such, we add a nominal C$40m for other satellites based on US$30/oz of 

resources outside our modelled inventory. This drives our group NAV of C$614m or C$8.94/sh diluted for options 

but not mine build. The most important variable in the valuation is the satellite ounces and grade. For example, if 

satellite lift from our conservative 100koz to 200koz, this would take our group NAV from C$614m to C$728m. 

More work is required to define grade, strip, mineability / dilution etc., but with 2Moz of compliant Val d’Or resources 

(i.e. excluding Garrison), and a 150,000m drilling program underway, we certainly think our ‘first cookie-cutter’ 

100koz is not only achievable, but will look conservative in the medium-term if not sooner. 

Table 11. O3 valuation and sensitivities to gold price / discount, and satellite tonnes / grade 

  
Source: SCP estimates 

Initiate coverage with BUY rating and C$4.60/sh price target 

Given the early stage of Marban (pre PEA), including grade, strip and costs based on our own estimates, we apply 

a conservative 0.4xNAV multiple to Marban. On this basis, we initiate coverage with a BUY rating and a C$4.60/sh 

price target. The key value-drivers at this point come from the engineering path underway at Marban; as economics 

are better defined we would expect our NAV multiple to rise. Also, regional drilling should be able to firm up specifics 

on satellite ounces, adding to the underlying project valuation. At the current C$2.40/sh, we estimate O3 is trading 

at just 0.27xNAV5%-1850.  

Risks 

 Resource: while total endowment is not a risk given the large ounce base, diluted grade, pit optimisation, 

and stripping has not been published in an economic study. This is mitigated by our conservative 0.4xNAV 

multiple, as well as modelling pittable ounces only at this stage 

 Processing: Detailed metallurgical performance isn’t finalised, nor is the mill size, both of which will have 

a meaningful impact on the project economics. 

Marban inventory (000t) 28.8 AISC (US$/oz Au) 946

Marban grade (g/t Au) 1.21 Build capex (C$m) 234

Marban ounces (000oz Au) 1,118 Sust capex (C$m) 28

Strip ratio (x) 5.2 Gold price (US$/oz) 1,850

Satellite ounces / grade (koz/g/t)100koz @ 2.8g/t Tax rate (%) 39%

Au recovery (%) 90.0% USD / CAD 0.75

LOM throughput (Mtpa) 2,600 Discount (%) 5%

Production Au LOM (000oz pa) 1,096 NPV post-tax (C$m)* 495

Mining cost (US$/t) 2.50 IRR post-tax (%) 36%

Processing cost (US$/t) 12.00 Payback (years) 2.25

G&A (US$/t) 3.00 Mine life (yrs) 11.5

Source: SCP esitmates, *From build start, project only, excluding central G&A and finance costs

SOTP project valuation*

C$m O/ship NAVx C$/sh

Ungeared proj @ 2Q22 build start 495 100% 0.40x 2.88

Cash & investements 53 100% 1.00x 0.77

Cash from options 26 100% 1.00x 0.37

Resource ex reserve @ US$30/oz 40 100% 1.00x 0.59

Asset NAV5% US$1850/oz 614 PT: 4.62

*Diluted for options but not mine build Market P/NAV5% 3Q20 0.27x

Asset value: 1xNPV project @ build start (C$m, ungeared)*

Project NPV (C$m)* $1750oz $1850oz $1950oz $2150oz $2250oz

10.0% discount 293 343 393 492 541

7.5% discount 356 412 468 579 634

5.0% discount 432 495 558 684 747

Ungeared project IRR: 32% 36% 40% 46% 50%

NPV5 (C$m) vs satellite* Sat: 0Mt 1.1Mt 1.7Mt 3.4Mt 2.8Mt

Satellite grade: 1.75g/t 421 450 465 493 494

Satellite grade: 2.75g/t 421 495 532 609 604

Satellite grade: 3.75g/t 421 540 596 721 713
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 Permitting: We would expect a two year process starting with submission of the project description, with 

the size of our proposed mill requiring provincial and federal approvals. 

 Equity dilution: While we model various scenarios and apply a conservative NAV multiple, shares in issue 

remain an unknown, mitigated by >C$50m of cash and liquid investments O3 has, lowers dilution risk. 

Catalysts 

 2H20: Continued drilling on Alpha property 

 2H20: Continued drilling on East Cadillac  

 2H20: Continued drilling on Marban and satellites (Kirens North, Gold hawk, Malartic High Grade) 

 4Q20: Marban PEA 

 2022: SCPe Marban construction start 

 2024: SCPe Marban commercial production 

  

Ticker: OIII CN Price / mkt cap: Project PNAV today: Asset: Marban + Val d'Or

Author: Brock Salier/ C TonkinRec / xNAV PT: 1xNAV build start, FD: Country: Canada, Quebec

Commodity price CY20E CY21E CY22E CY23E CY24E Resource / Reserve Au (koz) Au (g/t) Deposit Au (koz)

Gold price 1,806 1,935 1,895 1,858 1,850 M&I 3668koz 2.16g/t Garrison 1980koz

SOTP project valuation* Inferred 1480koz 0.29g/t Marban 1785koz

C$m O/ship NAVx C$/sh Total 5148koz 1.47g/t Akasaba 543koz

Ungeared proj @ 2Q22 build start 495 100% 0.40x 2.88 SCPe Marban pit inventory 1118koz 1.21g/t Orenada 321koz

Cash & investements 53 100% 1.00x 0.77 SCPe Marban satellite inventory 100koz 2.75g/t Sleepy, E Cadillac, Simkar 519koz

Cash from options 26 100% 1.00x 0.37 Disclosed investments Shares Price Value

Resource ex reserve @ US$30/oz 40 100% 1.00x 0.59 Hemlo Explorers 2.6m 0.74/sh C$1.9m

Asset NAV5% US$1850/oz 614 PT: 4.62 Troilus shares 2.0m 1.43/sh C$2.9m

*Diluted for options but not mine build Market P/NAV5% 3Q20 0.27x Blue Thunder shares 4.5m 0.11/sh C$0.5m

Asset value: 1xNPV project @ build start (C$m, ungeared)* Manitou shares 14.5m 0.06/sh C$0.9m

Project NPV (C$m)* $1750oz $1850oz $1950oz $2150oz $2250oz Share data

10.0% discount 293 343 393 492 541 Basic in issue (m) 60.3 Mine build equity (C$m) 103

7.5% discount 356 412 468 579 634 FD with options (m) 68.7 Mine build debt (C$m) 140

5.0% discount 432 495 558 684 747 FD for mine build @ 0.5xNAV (m) 91.7 Build shares issued @ 0.5xNAV (m) 23.0

Ungeared project IRR: 32% 36% 40% 46% 50% Ratio analysis CY20E CY21E CY22E CY23E CY24E

NPV5 (C$m) vs satellite* Sat: 0Mt 1.1Mt 1.7Mt 3.4Mt 2.8Mt Average shares out (m) 55.3 60.3 79.9 91.7 91.7

Satellite grade: 1.75g/t 421 450 465 493 494 EPS (C$/sh) -               -               -               0.18 0.80

Satellite grade: 2.75g/t 421 495 532 609 604 CFPS (C$/sh) -               -               -               -               1.08

Satellite grade: 3.75g/t 421 540 596 721 713 EV (C$m) 100.0 135.3 162.0 346.4 247.7

1xNAV5%-1850 (C$/sh) $1238oz $1444oz $1650oz $1850oz $2050oz FCF yield (%) -               -               -               -               45% 

8.0% discount 2.47 4.19 5.90 7.51 9.10 PER (x) -               -               -               13.1x 3.0x

6.5% discount 2.77 4.61 6.45 8.19 9.89 P/CF (x) -               -               -               -               2.2x

5.0% discount 3.10 5.09 7.07 8.94 10.78 EV/EBITDA (x) -               -               -               6.7x 1.5x

*Project level NPV, excl finance costs and central SGA, discounted to build start Income statement CY20E CY21E CY22E CY23E CY24E

Group valuation over t ime^ 3Q20 3Q21 3Q22 3Q23 3Q24 Net revenue (C$m) -               -               -               81.7 289.9

Marban NPV (C$m) 451.8 474.7 522.9 688.1 730.5 COGS (C$m) -               -               -               26.7 125.3

G&A and finance costs (C$m) (69.6) (69.5) (69.3) (64.9) (51.9) Gross profit  (C$m) -           -           -           55.0 164.6

Net cash prior qtr (C$m) 43.3 19.9 84.8 (52.2) (78.1) D&A, attrib (C$m) 0.0 0.0 0.0 8.1 27.3

Cash from options (C$m) 25.6 25.6 25.6 25.6 25.6 Group G&A (C$m) 3.6 3.3 3.3 3.5 4.0

Resource ex reserve (C$m) 40.3 40.3 40.3 40.3 40.3 Finance cost (C$m) 0.0 -               -               9.4 10.8

NAV FF FD (C$m) 491 491 604 637 666 Taxes (C$m) -               -               -               17.4 48.8

Shares in issue (m) 60.3 60.3 91.7 91.7 91.7 Net income (C$m) (3.6) (3.3) (3.3) 16.7 73.7

1xNAV5%/sh FF FD (C$/sh) 8.15 8.14 6.59 6.94 7.27 EBITDA (C$m) (4.7) (5.6) (5.5) 49.3 158.4

Equity ROI from spot (% pa) 66% 43% 32% Cash flow, attrib. CY20E CY21E CY22E CY23E CY24E

Geared company NAV diluted for mine build, net G&A and finance costs EBIT (C$m) (3.6) (3.3) (3.3) 43.4 133.4

3Q22 1xNAV FF FD (C$/sh)^ $1750oz $1850oz $1950oz $2150oz $2250oz Add back D&A (C$m) 0.0 0.0 0.0 8.1 27.3

10.0% discount 414 465 516 618 668 Less tax (C$m) 0.0 -               -               26.7 59.6

7.5% discount 471 528 585 698 755 Net change in wkg cap (C$m) 0.1 -               (0.3) 21.1 (1.1)

5.0% discount 540 604 668 796 859 Add back other non-cash (C$m) (0.1) (0.1) 0.5 (95.7) (116.9)

Geared project IRR: 30% 33% 37% 44% 47% Cash flow ops (C$m) (3.6) (3.4) (3.0) 3.7 102.2

2Q22 1xNAV FF FD (C$/sh)^ $1750oz $1850oz $1950oz $2150oz $2250oz PP&E - build + sust. (C$m) (0.1) -               (75.0) (160.0) (3.5)

10.0% discount 4.02 4.68 5.36 6.73 7.42 PP&E - expl'n (C$m) (18.0) (20.0) (5.0) -               -               

7.5% discount 4.78 5.54 6.30 7.85 8.63 Cash flow inv. (C$m) (18.1) (20.0) (80.0) (160.0) (3.5)

5.0% discount 5.72 6.59 7.46 9.22 10.11 Share issue (C$m) 38.2 -               103.0 -               -               

^Project NPV incl grp SG&A & fin. cost, +net cash; *diluted for mine build equity Debt draw (repay) (C$m) -               -               46.8 93.7 (23.4)

Production Y1 Y2 Y3 Y4 Y5 Cash flow fin. (C$m) 38.2 -           149.8 93.7 (23.4)

Gold production (000oz) 121 117 92 92 92 Net change in cash (C$m) 16.5 (23.4) 66.8 (62.7) 75.2

C1 cost (US$/oz) 694 747 864 864 864 Balance sheet CY20E CY21E CY22E CY23E CY24E

AISC cost (US$/oz) 793 847 977 977 977 Cash (C$m) 31.6 8.2 75.0 12.4 87.6

AISC = C1 + ug sustaining capex, Y1 = 12M to Sep 2024 Acc rec., inv, prepaid (C$m) 3.2 3.2 3.2 33.2 33.6

PP&E + other (C$m) 166.5 186.5 270.7 422.7 398.9

Total assets (C$m) 201.4 198.0 349.0 468.2 520.0

Debt (C$m) -               -               46.8 140.5 117.1

Accounts payable (C$m) 3.9 3.9 4.2 13.0 14.5

Others (C$m) 2.0 2.0 2.0 2.0 2.0

Total liabilities (C$m) 5.9 5.9 53.0 155.5 133.6

Sh'hlds equity + wrnts (C$m) 198.3 200.5 302.9 305.1 307.3

Retained earn'gs + rsvs (C$m) (2.9) (8.4) (7.0) 7.5 79.1

Liabilit ies + equity (C$m) 201.4 198.0 349.0 468.2 520.0

Source: SCP estimates

C$8.94/shBUY, C$4.6/sh

C$2.38/sh, C$144m 0.27x
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Marban  

Marban in its current form is a consolidation of Gold hawk, first Canadian, Norlartic, and the original Marban asset. 

NioGold (now O3 Mining) acquired the properties in 2006, with 722 drill holes (221,000m) and a large body of work 

largely compiled in the Aurizon-NioGold JV. Historic mining took place at Kierens, Norlarctic and Marban. These 

mines collectively produced 600koz (Figure 27).  

Figure 27. Marban deposit location, regional targets, and proximity to Malartic 

 
Source: O3 

Geology  

Malartic is hosted within a volcanic, extrusive basalt and komatiite sequence. Three main shears, North and 

Norbenite, which host Kierens and Norlarctic, and Marbanite which hosts Marban, cut the licence. Mine host 

sequences of the Jacola formation are intruded by localised diorites and felsic porphyry dykes (Figure 29). As is 

typical in the Abitibi, gold forms on the boundary / surrounds of felsic to intermediate dykes and sills.  

Marban lies on the north flank of a NW plunging syncline. The host sequence comprises mafic volcanics and felsic 

dykes, but most importantly talc-chlorite schists. Ultramafics intercalated with volcanics in the mine sequence are 

very soft, which we discuss in our capex estimates where O3 should benefit from capex savings given the bond 

work index of only 10-11. Gold is hosted in 10-70m wide shear zones dipping 40-75º north. Gold is hosted in free 

grains, and with pyrite and pyrrhotite. Osisko drilled a further 337 holes taking to total to >1,700, establishing that 

gold is focussed in hinges of tight S folds thickening in fold hinges and exhibiting a pinch and swell nature. Notably 

most gold is on a single vertical horizon, introducing the potential for repeats of the deposit at depth. The Kierens 

and Norlartic resources are associated with felsic dyke swarms intruding the Norbenite shear. A 45-90m mafic 

sequence encompasses most gold, encapsulated within hangingwall and footwall ultramafics. At Norlarctic, a 1m 

wide felsic sill / dyke hosts the Main Zone. Subsidiary mineralization is hosted in an actinolite alteration zone 

associated with smaller felsic dykes. At Kierens, a 3-30m wide silica-carbonate alteration zone hosts 

mineralisation. Within this, a west plunging drag fold hosts mineralization, ranging across various host rocks 

including felsic dykes, mafics and ultramafics. Gold occurs as native gold, and with molybdenite, chalcopyrite, 

pyrite, pyrrhotite and sphalerite.  
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The resource was calculated using inverse distance and ordinary kriging. Low- and high-grade domains had a 

coefficient of variation (CoV) of 12.6 and 3.0, so were capped at 30g/t and 80g/t respectively, taking the capped 

CoV to a healthy 2.3 and 1.8, respectively, meaning investors should have comfort on the variability of the resource 

and ultimately reliability of modelling. Pit constraints were done at US$1,250/oz gold, albeit with US41.88/t mining 

and US$10.60/t processing; we use slightly higher figures here. 

Ausenco in 2Q20 to complete a PEA on the Marban property given the 4,577 holes / 600,000m drilled. Ausenco is 

working on a ‘cost effective’ process plant, targeting publication in 2H20. 

Figure 28. Licence geology at Marban 

 
Source: O3 

Figure 29. (A) Norlarctic and (B) Kierens cross section and (inset) isometric view with drilling 

 
Source: O3  

Alpha 

Alpha was acquired from Alexandria in 2019, winning out in a bidding war with Agnico, a testament to the quality 

of the asset that the ‘big name’ in Val d’Or had interest. The main feature is >25km E-W strike of the main Cadillac 

Break. Mineralisation on the main break is classic structurally controlled orogenic gold. Gold formed during NE-
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SW compression, resulting in top-left sinistral movement with large volumes of gold bearing fluids. Jogs in the main 

break create zones of dilation to focus fluids. An example of this Aksaba (Figure 24) which sits where the main 

break bends around to a WSW orientation, in that case adjacent to a diorite stock which would have followed the 

same structural dilation zone. If a localised physical and chemical trap is present, such as felsic dykes, intrusions, 

or alteration zones, mineralisation is formed (Figure 30A, Sector 1 / Cadillac Corridor). With the main break 

generally being WNW-ESE oriented, it is under a compressional regime during gold emplacement, meaning gold 

is most commonly formed in stacked sub-horizontal lodes. However, away from the main break, there are localised 

opportunities for mineralisation on splays, such as the Triangle, and for that matter Lamaque.  

Figure 30 (A) Plan map showing Alpha target zones and (B) long section showing mineralisation extending to depth 

 

 

Source: O3 

A large batholith north of the property creates areas on the NW of the licence were the shear zones moves ENE-

WSW. Although only subtle, we think this is key given the NE-SW compression direction would make this 

orientation dilational. Localised structural traps are intrusions, commonly intermediate diorite stocks (Figure 30A, 

Sector 4). Alexandria conducted a small amount of drilling on what O3 now refers to as Sector 4, but gave up after 

very few holes. This orientation is replicated in the NE of the property (Figure 30A, Sector 2, 3) where the company 

refers to skarn targets (non-gold-related alteration provides favourable structural and chemical traps for orogenic 

fluids) and Anamaque targets (gabbro sills provide a similar brittle high Fe/Fe+Mg host rock for orogenic gold). 

Orenada  

Orenada comprises two vertically continuous ore zones located on the Cadillac break, Zone 2 and Zone 4. The 

break itself runs along a lithological boundary between an ultramafic to the south and schistose tuff to the north – 

the mineralisation is hosted in the tuff immediately adjacent to the break. Structurally, the deposits lie where the 

lithological boundaries flex slightly to the south and the sinistral movement (top left) on the east west Cadillac break 

thus created a dilation zone. It is likely there is a three-dimensional dilation control as well, perhaps as the break 

flattens slightly, creating dilation on the reverse movement on the main break. 
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The resource was first modelled in 2009 based on south oriented drilling oblique to an interpreted steeply north-

dipping shear zone. This, and the 622koz @ 1.36g/t unconstrained (502koz @ 1.3g/t constrained to 250m deep 

pit) resource were incorrect. Rather, a series of sub-horizontal south-dipping shear zones host gold. Alexandria 

‘turned the rigs around’, and re-drilled in the correct orientation, modelling a series of sub-horizontal stacked lodes 

(Z4V2) linked by sub-vertical veins (Z4V1). The modelling and interpretation is not straight forward, with Figure 

31B/C showing that even the stacked Z4V2 lodes have two different orientations with flatter lodes interconnected 

by slightly steeper linking lodes. A 35g/t top cut was applied resulting in a coefficient of variation of <1 on the sub-

horizontal ore, and <2 on sub-vertical horizons, with 5% dilution modelled for in-pit resources. This resulted in a 

global resource of 321koz or around half the prior resource, with 241koz @ 1.49g/t considered ‘in pit’ at a 0.4g/t 

cut off, or 206koz @ 2.1g/t at a higher 0.8g/t cut-off grade. The key change to the 2009 resource was the move 

from five steeply dipping zones to 22 veins, but also a higher cut-off, with the historic resource sitting at 382koz @ 

1.7g/t at a higher cut-off, i.e. broadly similar to the resource as it stand today. 

Figure 31 (A) Sub-horizontal lodes at Orenada 4, (B) vertical lodes at Orenada 2, and (C) prior misinterpretation of 
Orenada 4 showing attempts to model the horizontal lodes as a vertical structure 

 
Source: 2009 and 2018 43-101 reports 

Processing is likely to be non-vanilla with the ore in Zone 2 hosted in arsenopyrite. Historic production from a 

small pit at Zone 4 returned 78.5% recovery on a 1.72g/t feed grade. Colum tests in ~1990 by Aur Resources 

showed 67% recovery. CIL test work by SGS in 2010 lifted Zone 4 by 20% in both whole ore and rougher 

concentrate leaches. Whole ore returned 76%-80% for Zone 2 and 86%-91% Zone 4. In rougher concentrate 

leaching, gold extraction for Zone 2 was similar to whole ore leaching at 76%-77%. For Zone 4, gold extraction 

was up to 95%. The lower extraction for Zone 2 could be related to the composite’s mineralogy as Alexandria have 

previously indicated that Zone 2 contained significant amounts of arsenopyrite which may inhibited the leaching 

process. Strategically, the option on the QMX Aurbel mill is important because it is the only mill in Val d’Or to 

licence the disposal of arsenopyrite tailings. That said, while a great backup option, we would expect float 

concentrate sales to show good ROI also. 

Akasaba 

Akasaba is a small historic open pit. The deposit lies on a small flexure in the regional structure, and is hosted in 

a lithologically constrained tuff unit. Authors have speculated both a VMS genesis, and that mineralisation was 

emplaced during skarn development, with more recent work suggesting multiple overprinting events. Given the 

vanilla structural location (on a jog, lithologically constrained) we expect pre-gold ground preparation from a VMS 

or skarn, as represented by epidote, provided ideal conditions for subsequent orogenic gold. This is demonstrated 

by standard quartz-carbonate alteration, and the localisation in the contact metamorphic aureole of a buried diorite 

to the west. Even small amounts of gold would require huge volumes of intrusive precursor, meaning the small 

barren intrusive nearby is likely coming up the same structure and creating physical (pressure shadow) and 

chemical (high Fe/Fe+Mg alteration) ground preparation rather than acting as the source of the gold. 

Resources Tonnes (Mt) Grade (g/t Au) Ounces (koz) M&I (%)

Orenada pit 5,024 1.49 241 73%

Orenada UG 801 3.09 80 23%

Orenada total 5,825 1.71 321 26%
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Resource: Various exploration took place from the 1920s onward, with initial small UG resources defined in 1950. 

A small underground was developed in the late 1950s, with late 1980s reserves of ~50koz @ 6.3g/t defined by 

Louvem. Alexandria then undertook 39,000m of drilling between 125 holes between 2006 and 2011, leading to the 

revised 542koz @ 3.1g/t Au. In addition, a low-grade Au-Cu deposit was discovered west of Akasaba, and contains 

14.8Mt @ 0.69g/t Au and 0.41% Cu for 332koz Au and 61kt Cu metal (~650koz AuEq). Metallurgy: the ore has low 

gravity recovery, with 77-86% recovering to a float concentrate, with high concentrate grades >130g/t on 6g/t UG 

ore, but only 23g/t for lower grade pittable ore. Cyanide leach varied from ~90% recovery from cyanide leach tests, 

and up to 92% including gravity, for cleaner concentrate, but much lower 37-60% for rougher concentrate. 

Figure 32. Plan map of Akasaba, cross section and in-pit resource model with resource shown in table 

   
Source: O3 

Simkar 

Simkar hosts 62koz @ 6g/t just north of Akasaba. O3 acquired the 5km2 licence from Monarch in 4Q19. The asset 

is a prior UG mine, with 50koz produced historically at ~5g/t. Porphyries and intermediate intrusives host a series 

of shoots, themselves having intruded during deformation such that they are now aligned parallel with regional 

strata. Underground mining was only carried out to 200m below surface along ~600m strike. 

Figure 33. Long section showing prior voids, and cross section showing modelled resources at Simkar 

 

 
Source: Monarch Gold, 2015 

Resources Tonnes (Mt) Grade (g/t Au) Ounces (koz) M&I (%)

Akasaba UG 2,191 5.59 394 31%

Akasaba pit 3,294 1.40 149 89%

TOTAL 5,485 3.08 542 47%
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Sleepy 

Is a second satellite resource on the NE quadrant of Alpha. First drilled in the 1950s, Cambior defined 25koz @ 

5.1g/t in the late 1990s, upgraded to 150koz @ 3.0g/t by Alexandria in 2009 after 15 holes / 5,505m was drilled. A 

further 20 holes for 11,700m led to the current 2014 resource of 280koz @ 4.7g/t. The deposit lies ~2km north of 

the Cadillac Break, and is hosted in a gabbrodiorite sill. Gold is associated with the classic Archean orogenic 

assemblage of silica-sericite-chlorite, forming in a suite of conjugate shear zones within the granodiorite, akin to 

the Sigma II mine in Val d’Or 4.5km away. Locally, gold is hosted in a QFP dyke within a pyrite-pyrrhotite 

assemblage. Ore extends over 550m, and ranges from 2-22m thick in a steep south-dipping orientation. 

Structurally, the deposit appears to lie adjacent to a NE fault displacing the main Vicour sill, likely a syn-gold 

accommodating structure in our view.  

The resource was constrained at a mining cost of US$55/t (unclear if ~20:1 strip or underground) with 10% 

modelled dilution and 90% recovery to derive a 3.7g/t cut-off. This lifts to 360koz @ 3.1g/t at a 2g/t cut-off, top-cut 

at 52g/t. Preliminary metallurgical work indicated the ore is free milling but no details were published. 

Figure 34. (A) Plan (B) cross section and (C) long section of Sleepy 

  

 
Source: 2014 Alexandria 43-101 

Regional drilling  

After acquiring Alpha, O3 immediately embarked on a substantial drill programme, with results summarised below; 

 Epsilon: lies along strike on the Cadillac Break, with highlights of 1.9m @ 25.7g/t from 141m, and 1.3m 

@ 18.8g/t from 295m. Follow-up drilling returned a similar 1.9m @ 25.7g/t from 141m, with subordinate 

hits of 0.6-1.5m @ 3.5-9.1g/t from 130-345m down hole. 

 Pontiac East lies in the footwall, early drilling returned 1.5m @ 3.4g/t from 147m, and 0.9m @ 13.5g/t 

from 378m. Follow-up drilling improved on this with 1.5m @ 13.4g/t and 2.0m @ 6.6g/t, in line with historic 

Alexandria drilling in the area of 3.6m @ 5.3g/t from 364m. 

 New Skarn: was first drilled late last year, lying several hundred meters to the north of the main break. 

Initial drilling returned 7.8m @ 3.1g/t from 126m. 

 Bulldog: is the western strike extension of Orenada 4, where initial results included 1m @ 12.2g/t from 

288m, and historic highlights of 4.5m @ 10.9g/t from 263m. Gold is hosted in and around a felsic dyke, 

with ~30m of silica, sericite and carbonate, the most common orogenic alternation suite. More recent 

highlights include 7.5m @ 6.4g/t from 589m, 8.2m @ 4.8g/t and 8.6m @ 5.3g/t with true-width estimated 

at 65-80% of down hole. The zone extends over ~200m strike and has now been drilled to 500m depth. 

Being hosted in and around felsic dykes and granodiorites in a wacke sequence, the prevalence of pyrite 

over arsenopyrite bodes well for the ore to be free milling. 

 

Tonnes (Mt) Grade (g/t Au) Ounces (koz)

Sleepy inferred 1,851 4.70 280
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Figure 35. Regional targets Bulldog, New Skarn, Epsilon and Pontiac East 

 
Source: O3 

East Cadillac 

East Cadillac’s acquisition was agreed for C$12m deemed value in 3Q19 with Chalice retaining a 1% NSR in areas 

where there was no prior royalty. The property hosts ~20km strike of the Cadillac Break, with a carrv-out for Cartier 

/ Chimo. Like most mineralisation in the Abitibi, gold is associated with orogenic fluids, and on the property is 

hosted in structural sites by BIF or in mafic volcanics. In the area of interest, volcanics form the south limb of a 

regional west-west anticline. Strata are underlain by an interpreted 1km wide deformation zone interpreted to be 

the eastern extension of the Cadillac Tectonic one. Anastomosing shear zones host gold, cutting the host sequence 

into hector- to kilometric lozenges, variably localised on dilatant jogs or associated with QFP dykes and 

intermediate dykes and sills. Exploration since the 1940s discovery of Chimo saw new structures found in the 

1950s and 1960s. The most advanced asset is Nordeau West, where gold forms four lenses in en-echelon shears 

in a basalt and volcanic sequence. Gold occurs with 3-15% arsenopyrite in a series of three dipping shear zones 

hosted near a shear zone separating volcanics from a BIF (Figure 37). At Nordeau East gold forms in pyrite-

pyrrhotite and arsenopyrite in discrete structures extending over several hundred meters laterally and vertically. 

Simon West lies 1km east of Chimo and is considered a strike extension of Chimo. 

Figure 36: (A) MMI contour, (B) Plan and (C) long section showing East Cadillac property centred around Chimo 
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Source: O3 

Resource and metallurgy 

Nordeau West hosts 177koz @ 4.1g/t, updated in 2017, similar to historic ‘reserves’ at Nordeau East, Nordeau 

West and Simon West of 140koz @ 6.0gt. Modern exploration was conducted in the 2000s by Globe / Plato, 

targeting strike and dip-extensions of Nordeau East and West. No metallurgical test work is reported, but the 

mineralization is considered similar to the Chimo mine, where recovery was via conventional float and cyanide 

leach of concentrate. The resource was constrained at US$1,220/oz on the basis of underground mining. 

Figure 37 (A) top down isometric and (B) south facing long section showing Nordeau West modelled blocks 

 
Source: 2017 43-101 

Exploration by O3 

Drilling by O3 (Figure 25B) is stepping north of Simon West, Nordeau West and Nordeau East, along with step-

outs along strike and on subsidiary targets such as ‘North Contact’. Early success came with 1.5m @ 16.6g/t from 

188m NE of Nordeau West, and 1.3m @ 46g/t from 260m NE of Nordeau East (Figure 38). In both case 

mineralisation is hosted in BIF units in a wacke sequence. Subsequent drilling focussed on the ‘North Contact’ 

zone, intersecting 1.1m @ 17.8g/t from 319m, with 14 pierce points from six holes averaging 3.4m @ 2.7g/t from 

190-44m. While the existing mineralization at Nordeaus is deep, the opportunity as we see it is to discover new / 

blind areas of high-grade closer to surface. Much of this groundwork has been complete, with prior operator Chalice 

working the package up from a bottom up basis, including bark sampling and IP surveys. 

 

 

E Cadillac M&I 225 4.17 30.2

E Cadillac Inf 1,113 4.09 146.3

E Cadillac total 1,338 4.10 177
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Figure 38. Simplified structure and O3 drill traces at East Cadillac 

  
Source: O3 

Garrison 

Early 20th century exploration picked up in the late 1980s with 300 holes / 80,000m drilled by Jonpol. The property 

was variably optioned in the 2000s to ValGold and Northern Gold, before being acquired by Osisko predecessor 

Oban in 2015. Garrison lies in Timmins, on the trans-crustal Porcupine-Destor deformation zone. Gold forms on 

NE-oriented splays from the main break. Garcon is hosted in late basin-fill Timiskaming sediments adjacent and 

to the north of the main break with gold forming in stockwork veins and brecciated and silicified sediments, mainly 

with pyrite and quartz-carbonate alteration. Jonpol by comparison is hosted in volcanics and ultramafics along the 

north contact of the Munro Fault. 903 varies again, with gold associated with a syenite intrusive, albeit hosted by 

volcanics with classic silica-sericite-albite alteration indicative of vanilla Archean orogenic gold. 

Figure 39 Claims map for Garrison 

 
Source: Osisko 

 

Resource: The 2Q19 resource of 2Moz @ 1.14g/t split between the Garcon, Jonpol and 903 zones. The majority 

of this lies within a pit-constrained 1.8Moz @ 1.1g/t, with 165koz @ 3.97g/t defined as UG material. Bulk mining 

by Northern Gold at Garcon saw 3.5koz @ 1.55g/t produced; the ore is free milling with 95.7% recovery at the Holt 

Mill. Composites tested by Osisko showed an overage 93% recovery via conventional CIL or 88% at 75um grind. 

The resource has been top cut, with a post-cut ~1.5 CoV indicative of reliable grade distribution. Parent blocks of 

5x5x5m were used, with sub-blocks 1.25m minimum X-Y and down to 0.25-0.62m Z direction. 
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Figure 40 Regional and local geology with resource an block model on insets 

 

  
Source: 2019 43-101 

Non-core assets offer leverage to rising gold price; not a distraction 

O3’s focus is entirely on Val d’Or. The company inherited a diverse portfolio from Osisko, much of which has been 

sold already. Residual properties including Golden Bear Group (Timmins), multiple licences at James Bay and 

Launay (Val d’Or North). The Chibougamau properties have now been sold for cash and shares (Figure 41C). 

Figure 41, (A) Timmins, (B) James Bay, (C) Chibougamau and (D) Val d’Or North properties 

 

   
Source: O3 

Tonnes (Mt) Grade (g/t Au) Ounces (koz) M&I (%)

Garcon pit 23 0.96 704 90%

Jonpol pit 7.3 1.56 368 97%

903 pit 22 1.04 751 73%

TOTAL PIT 53 1.08 1,823 84%

Garcon UG 0.8 4.12 107 7%

Jonpol UG 0.3 3.97 37 51%

903 UG 0.2 3.33 21 176%

TOTAL UG 1.3 3.97 165 17%

GRAND TOTAL 54 1.15 1,988 79%
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M&A phase over as company buys low and sells high 

Strategic opportunities via QMX mill, Manitou and Marban bolt ons 

 Harricana: comprised claims in the Val d’Or city limits, including the historic Harricana Mine. O3 

consolidated this subsidiary in 3Q19 for 0.8m shares. 

 Bourlamaque: four claims nearby to Simkar consolidated O3’s holding NE of the Alpha property, issuing 

42k shares to seller Kinross. 

 Manitou: O3 purchased 14.5m shares in Manitou at in a 1Q20 placing alongside Alamos. Manitou is 

exploring in the eastern Abitibi between Alamos’ Island Gold mine and Argonaut’s Magino deposit. At 

current C$0.06/sh the stock is valued at C$900k. 

 Regcourt/Louvem: were acquired from Monarch in 1Q20. Regcourt likes 30km east of Val d’Or and is 

contiguous (to the NW) of the Cadillac East property acquired from Chalice. Louvem lies 5km east of 

Malartic and bulks out O3’s Marban property. 

 Aurbel Mill: was optioned in 2Q20. QMX retains access to the nameplate 650tpd, while O3 has access to 

any expansion capacity above that, speeding permits. More strategically, it offers access to one of the 

only TMFs permitted for PAF, potentially acid forming material. The option agreement allows O3 to acquire 

the mill for C$5m at any time over six years to 2Q26 for a $250k deposit, and $87k of annual maintenance 

payments. 

Small investment portfolio from placings and spin-outs 

O3 has variably spun out legacy Osisko non-core properties for shares, or taken small placings in strategic 

opportunities. 

 Blue Thunder: O3 vended legacy Osisko Fancamp and Embry gold properties in the Chibougamau district 

of Quebec into Blue Thunder, enabling that group to build a more commanding position. The 4.5m shares 

of Blue Thunder (8.7% at the time) are currently valued at C$0.5m. 

 Tortigny Claim Block 1: comprising 627 claims 125km north of Chibougamau, was sold to Troilus in 2Q20, 

taking O3’s holding to 2m shares. Shares, currently valued at C$2.9m, are subject to staged lock-in up to 

three years. 

 Tortigny Claim Block 2: comprises 24 claims, and was sold to Kenorland Minerals in 2Q20 for C$900k 

cash. This has resulted in divestment of the entirety of O3’s Tortigny holdings. 

 Hemlo: properties in Ontario were sold to Canadian Orebodies for 2.55m shares in Orebodies (15% at 

the time). Subsequently named Hemlo Explorers, O3’s holding is currently valued at C$1.9m.  
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Val d’Or explorer with ever building ounce base 

Probe has now built up 3.3Moz @ 1.9g/t across its commanding 485km2 

landholding in Val d’Or East. The centre of gravity has been the Courvan and 

Pascalis trends just east of the regional batholith, but drilling and ounce growth 

is now shifting to ~15km strike over the main Cadillac Break, optioned from 

Alexandria three years ago. The resource comprises 2.1Moz @ 1.6g/t of pit-

constrained material, and is open to depth with 1.2Moz @ 3.4g/t UG constrained 

material. In parallel to ounce building, 2021 will see maiden economics released 

on the property, which we expect to act as a major catalyst. 

Base-load for mill now in place with SCPe 

We model a mining inventory of 1.5Moz @ 1.6g/t based on 2/3 conversion of 

pit-constrained ounces with 10% external dilution with internal dilution already 

captured by 5x5x5m blocks used in modelling. We add a small underground to 

this with 208koz @ 3.6g/t from Beliveau only, converting 50% of the UG 

resource related to sub-vertical structures. Through a 2.6Mtpa mill, this supports 

140koz pa with UG feed, with ~90koz pa from pit feed. This is attractive in its 

own right with US$860/oz bottom-up SCPe AISC, but where it gets interesting 

is future bolt-ons and discoveries, which could see a new mining centre fed for 

years.  

Cadillac East set to continue ounce-growth momentum 

Probe previously optioned ~25km strike of main Cadillac Break from Alexandria. 

The licence is already starting to pay dividends with drilling underway on three 

new targets off the main break, and along strike from O3’s Sleepy asset. Deep 

3D IP can now see through the boggy cover, potentially unlocking the belt. 

Largest strike holding on Detour South trend ‘in for free’  

Probe has quietly built up a 724km2 in the Detour gold belt, and now holds 

~50km strike, the entire Lower Detour Gold Trend. While lower priority, we 

expect additional momentum, and thus value, as Wallbridge-Balmoral ground, 

and now Auryn-Eastmain, sees renewed drilling, all along strike from 670koz @ 

5g/t defined by Kirkland at the Zone 58N Detour satellite. 

Initiate coverage with BUY rating and C$2.60/sh price target 

We model Probe on a DCF basis based on a 1.3Moz @ 1.4g/t diluted from a pit, 

and 208koz @ 3.6g/t from an underground. This returns a build start NPV5%-1850 

of C$600m. Adding cash and investments of C$46m, cash from options and a 

nominal US$30m for ounces outside our mine plan drives 1xNAV5%-1850 of 

C$749m, demonstrative of the upside potential. Ahead of the PEA next year, we 

apply a 0.4xNAV multiple, and thus initiate with a BUY rating and C$2.60/sh PT. 

We like Probe because we think it offers a re-rating potential as the economics 

of existing ounces are defined, and with double upside from steadily increasing 

Val d’Or ounces. There is also some very good blue sky on the Detour belt.

PROBE METALS (PRB CN) 

Big ounces support first mine at Beliveau 
RECOMMENDATION: BUY  PRICE TARGET: C$2.60/sh  RISK RATING: SPECULATIVE 
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SHARE DATA

Shares (basic, FD) 126 / 150 / 140

Share price (C$/sh)

52-week high/low C$1.52 / C$0.55

Market cap (C$m) 177

SCPe net cash + investments 2Q20 (C$m) 46

1.0xNAV5% @ US$1850/oz (C$m)* 749

1.0xNAV5% FD (C$/sh)* 4.98

Project P/NAV today (x, FD) 0.28x

Average daily value (C$000, 3M) 230

FINANCIALS CY22E CY23E CY24E

Gold sold (000oz) -      -      -       

Revenue (C$m) -      -      -       

AISC (US$/oz) -      -      -       

Income (C$m) (6) (12) (12)

EPS (C$) -      -      -       

PER (x) -      -      -       

CFPS (C$) -      -      -       

P/CF (x) -      -      -       

EBITDA (C$m) (5.7) (5.3) (1.0)

EV/EBITDA (x) -      -      -       

TIME VALUE: 1850/oz 3Q20 3Q21 3Q22

1xNAV5% FF FD (C$m) 597 626 676

1xNAV5% FF FD (C$/sh) 4.75 4.97 3.78

TIME VALUE: 2050/oz 3Q20 3Q21 3Q22

1xNAV5% FF FD (C$m) 727 762 818

1xNAV5% FF FD (C$/sh) 5.78 6.05 4.70

Source:Fidessa

C$1.41/sh
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Investment thesis 

Critical mass achieved in Val d’Or East with 3.3Moz global resource base, 27% in M&I 

Traditionally the focus of exploration has been to the west of Val d’Or (Figure 42), but Probe has focussed on the 

potentially equally well endowed, but more swamp-covered, terrane ~25km east of Val d’Or. The company holds 

251km2 in two main areas shown in Figure 42B. The resource extends to 3.2Moz split between 2Moz @ 1.6g/t in 

pits and 1.17Moz @ 3.4g/t in underground resources (excl. 60% earn in for 168koz @ 4.7g/t Sleepy). Applying 

conservative conversion and dilution assumptions, Val d’Or East produces 1.5Moz over 12 years at an average 

AISC of US$860/oz and an estimated capex cost of just C$234m for an NPV5%-1850 of C$600m and an IRR of 34%. 

Figure 42. (A) Abitibi greenstone belt (B) Val d’Or East licenses and nearby operations 

 
Source: Probe 

Converting to SCPe 1.5Moz @ 1.56g/t mining inventory 

The 3Q19 resource shows a global 2.1Moz @ 1.6g/t of pit constrained material, and 1.2Moz @ 3.4g/t UG material. 

Only taking >100koz pits, (ie excl. Highway, South East, Senore and Lapaska), we apply a conversion of 66% and 

an external dilution of 10% (Monique achieved 7% when mined 2013), with internal dilution already incorporated 

in the resource. This drives our pittable inventory of 28Mt @ 1.4g/t for 1.3Moz. To add an UG scenario, we only 

consider Beliveau, disregarding 700koz from other satellites. To filter out horizontal stacked lodes (~50% of 

Beliveau UG resource) we apply a 50% conversion, then 10% external dilution given the ~10m widths of the main 

host dyke – perfect for a LH stope. This results in an underground inventory of 1.8Mt @ 3.6g/t for 208koz.  

Figure 43. (A) Probe M&I&Inf resource (B) SCPe inventory and pit layout (C) SCPe underground inventory 

  

 

2019 Ore (000t) 000oz g/t Au

Hwy / North / NB pit 24,768 1,248 1.6

Ck / Bus./SW/SE pit 10,362 479 1.4

Monique pit 5,583 307 1.7

Senore / Lapaska pit 1,061 56 1.6

Total pit 41,775 2,089 1.6

Hwy / North / NB 5,616 502 2.8

Ck / Bus./SW/SE 2,529 260 3.2

Monique 3,544 354 3.1

Senore / Lapaska 498 51 3.2

Total UG 12,187 1,167 3.0

Hwy / North / NB tot 30,384 1,750 1.8

Ck / Bus./SW/SE tot 12,892 739 1.8

Monique tot 9,127 661 2.3

Senore / Lapaska tot 1,559 106 2.1

Grand total 53,962 3,257 1.9

SCPe UG inventory 

Source: Probe Metals 
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NPV5%-1850 sits at C$600m with only ‘first’ cookie cutter underground 

We model Probe on a DCF basis, with a LT gold price of US$1,850/oz gold. We model a 2.6Mtpa project over 11 

years with a LoM strip ratio of 6:1 for first pour in 1Q25 after a two year, C$234m build. We base capex on peers, 

adjusted for good infrastructure and relatively soft feed material (Table 12). We add a four-year underground at 

Beliveau accessed through a C$20m decline starting in the pit with a first UG pour in 2027, producing ~48kozpa 

for four years. We examine sensitivities to our current underground SCPe inventory of 1.8Mt @ 3.6g/t Au,  a likely 

outcome given the exploration upside potential explained earlier. Specifically, doubling the underground inventory 

to 4Mt @ 3.6g/t Au sees our NPV lift by ~C$100m. 

Table 12. Val d’Or East economics summary 

   

 
Source: SCPe 

Valuation 

Initiate coverage with BUY rating and C$2.60/sh price target 

An NPV5%-1850 at 1Q23 build start of C$508m without the underground lifts to C$600m with the underground added, 

adding cash of C$46m in 4Q22, cash from options of C$31m and a nominal C$72m for ounces outside our 

inventory drives our 1xNAV5%-1850 of C$749m or C$4.98/sh. As such, we initiate coverage with BUY rating and 

0.4xNAV5%-1850 PT of C$2.60/sh. As noted above, we see immediate potential to (i) optimise the pit for higher 

grades early on, (ii) expand the underground resource, (iii) assess a larger plant and (iv) reduce surface mining 

costs. At the current C$1.41/sh, we estimate Probe is trading at just 0.x28NAV5%-1850.  

Risks 

 Resource: Our SCPe mining inventory holds inherent risk in that our conversion and dilution inputs are 

estimates. Our conversion estimates of 66% for pits above 100koz and 50% for the Beliveau underground 

are conservative in our view. We add that dilution is external, with internal dilution already accounted for 

in the resource estimate. 

 Processing: Tests to date have exhibited good recoveries of >90% and historical recoveries of Beliveau, 

Bussiere and Monique of ~93%. It is still unclear at this stage whether this is achievable in bulk with ore 

blended from the various pits (as and when that occurs). 

 Permitting: The company is currently completing baseline studies. The Monique pit has an active mining 

permit while Beliveau, Bussiere and Monique are all previously disturbed by previous mining. Permits will 

need to be granted at both provincial and federal levels 

Probe Monarch Marathon Atlantic

Operation Val d'Or Wasamac Valentine Torquoy

Throughput (ktpa) 2,299 2,000 4,000 2,200

LoM (years) 12 11 12 11

Strip (w:o) SCPe: 6:1 UG 7.6 2.3

BWI (kWh/t milled) 11-12 ~14 16 9.4

Pre-prod capex (C$m) 234 231 314 137

Pre-prod capex (C$/t milled pa) 102 116 79 62

Mining cost (C$/t mined) SCPe: 3.3 - 2.89 4.39

Processing cost (C$/t milled) SCPe: 16.1 17.79 11.26 8.90

G&A + TMF (C$/t milled) SCPe: 4.7 5.73 2.27 1.90

Capital costs

Source: all Probe based on SCP estimates, Marathon Gold April 2020 PFS, Atlantic Gold 

Corporation MD&A FY17; + Wasamac capex excludes UG; ^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

Operating costs

-21%

21%

-4%

4%
-3%

3%-3%
3%

-50%

-30%

-10%

10%

30%

50%

10% worse 10% better

D
 N

P
V

Au px/recovery

Mining cost

Processing cost

Capex

Pit mining inventory (000t) 27.5 C1 cost (US$/oz) 780

Pit Au grade (g/t) 1.43 AISC (US$/oz Au) 860

Pit inventory Au (000oz) 1,266 Build capex (C$m) 234

Strip ratio (x) 6.0 Sust capex (C$m) 76

UG Au grade (g/t) 3.6 Gold price (US$/oz) 1850

UG inventory Au (000oz) 208 Tax rate (% ) 40%

Au recovery (% ) 90.0% USD / CAD 0.75

LOM throughput (ktpa) 2,299 Discount (% ) 5%

Average production (koz pa) 108 NPV post-tax (C$m)* 600

Production Au LOM (000oz pa) 1,327 IRR post-tax (% ) 34%

Pit mining cost (US$/t) 2.50 Payback (years) 2.75

UG mining cost (US$/t) 56.06 Mine life (yrs) 12.25

Processing + G&A cost (US$/t) 15.50

Source: SCP esitmates, *From build start, project only, excluding central G&A and finance costs
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 Costing: Costs are based on peer’s comparisons. We do not foresee any flaw in the project that would 

cause costs to exceed those of peers, if any, the proximity to good infrastructure should act in their favour 

when compared to more remote projects. We think that there could likely be lower surface mining costs 

in particular, given the low BWi. 

Catalysts 

 2021: Val d’Or East PEA 

 1Q22: Val d’Or East PFS 

 4Q22: Val d’Or East DFS 

 1Q23/25: SCPe build start and first pour 

   

Ticker: PRB CN Price / mkt cap: Project PNAV today: Asset: Val d'Or East

Author: Brock Salier/ C TonkinRec / xNAV PT: 1xNAV1 Q2 1  FF FD: Country: Canada, Quebec

Commodity price CY20E CY21E CY22E CY23E CY24E Resource Au (koz) Au (g/t) Inventory Deposit Au (koz)

Gold price 1,806 1,935 1,895 1,858 1,850 Pit constrained 2089koz 1.61g/t Pit constrained1266koz 1.43g/t

SOTP project valuation* Underground 1167koz 3.40g/t Underground208koz 3.60g/t

C$m O/ship NAVx C$/sh Shares outstanding (m)

Ungeared proj. @ build start (1Q23) 600 100% 0.40x 1.59 Basic in issue (m) 125.8Build shares issued @ 0.5xNAV (m) 28.1

Cash & investements 46 100% 1.00x 0.31 FD with options (m) 150.5 FD for mine build @ 0.5xNAV (m) 178.6

Cash from options 31 100% 1.00x 0.21

Resource outside reserve @ US$30/oz 72 100% 1.00x 0.48 Pre-production capex (C$m) 234 Cash + cash from options (C$m) 40

Asset NAV5% US$1850/oz 749 PT: 2.58 G&A and finance to 1st pour (C$m) 40 Mine build equity (C$m) 140

*Shares diluted for options but not mine build Market P/NAV5% 3Q20 0.28x Working cap (C$m) 16 Mine build debt (C$m) 140

Asset value: 1xNPV project @ build start (C$m, ungeared)* Peak financing (C$m) 290 Total sources (C$m) 321

Project NPV (C$m)* $1750oz $1850oz $1950oz $2150oz $2250oz Buffer (C$m) 31

10.0% discount 342 398 454 564 619 Ratio analysis CY20E CY21E CY22E CY23E CY24E

7.5% discount 424 488 552 678 740 Average shares out (m) 124.5 125.8 158.8 178.6 178.6

5.0% discount 526 600 673 818 890 EPS (C$/sh) -             -          -          -          -          

Ungeared project IRR: 0% 0% 0% 0% 0% CFPS (C$/sh) -             -          -          -          -          

NPV5 (C$m) vs UG* Sat: 0Mt 1.0Mt 2.0Mt 3.0Mt 4.0Mt EV (C$m) 160.8 164.3 195.1 232.5 362.1

Satellite grade: 3.00g/t 508 530 574 611 647 FCF yield (%) -             -          -          -          -          

Satellite grade: 3.41g/t 508 543 600 650 699 PER (x) -             -          -          -          -          

Satellite grade: 4.00g/t 508 562 637 706 773 P/CF (x) -             -          -          -          -          

1xNAV5%-1850 (C$/sh) $1238oz $1444oz $1650oz $1850oz $2050oz EV/EBITDA (x) -             -          -          -          -          

8.0% discount 1.50 2.40 3.27 4.11 4.93 Income statement CY20E CY21E CY22E CY23E CY24E

6.5% discount 1.69 2.66 3.61 4.51 5.41 Net revenue (C$m) -             -          -          -          -          

5.0% discount 1.90 2.96 3.99 4.98 5.95 COGS (C$m) 4.2 -          -          -          -          

*Project level NPV, excl finance costs and central SGA, discounted to build start Gross profit  (C$m) (4.2) -       -       -       -       

Group valuation over t ime^ 3Q20 3Q21 3Q22 3Q23 3Q24 D&A, attrib (C$m) 0.0 0.0 0.0 0.0 -          

Val d'Or East NPV (C$m) 528.2 554.6 583.0 677.3 836.6 Group G&A (C$m) 6.3 5.7 5.7 5.3 1.0

G&A and finance costs (C$m) (49.5) (45.8) (41.9) (35.5) (22.1) Finance cost (C$m) 0.0 -          -          7.0 11.2

Net cash prior qtr (C$m) 15.7 13.9 31.7 85.6 (46.1) Taxes (C$m) -             -          -          -          -          

Cash from options (C$m) 31.4 31.4 31.4 31.4 31.4 Net income (C$m) (10.6) (5.7) (5.7) (12.3) (12.2)

Resource ex reserve (C$m) 71.5 71.5 71.5 71.5 71.5 EBITDA (C$m) (10.5) (5.7) (5.7) (5.3) (1.0)

NAV FF FD (C$m) 597 626 676 830 871 Cash flow, attrib. CY20E CY21E CY22E CY23E CY24E

Shares in issue (m) 125.8 125.8 178.6 178.6 178.6 EBIT (C$m) (10.5) (5.7) (5.7) (5.3) (1.0)

1xNAV5%/sh FF FD (C$/sh) 4.75 4.97 3.78 4.65 4.88 Add back D&A (C$m) 0.0 0.0 0.0 0.0 -          

Equity ROI from spot (% pa) 64% 49% 36% Less tax (C$m) 0.0 -          -          7.0 11.2

Geared company NAV diluted for mine build, net G&A and finance costs Net change in wkg cap (C$m) (0.4) -          (0.5) 0.1 0.3

3Q22 1xNAV FF FD (C$/sh)^ $1750oz $1850oz $1950oz $2150oz $2250oz Add back other non-cash (C$m) 3.2 -          0.9 (14.3) (23.1)

10.0% discount 416 469 523 628 680 Cash flow ops (C$m) (7.7) (5.7) (5.3) (12.5) (12.6)

7.5% discount 499 561 623 744 804 PP&E - build + sust. (C$m) (0.0) -          -          (117.0) (117.0)

5.0% discount 604 676 747 889 958 PP&E - expl'n (C$m) 3.0 4.0 1.0 -          -          

Geared project IRR: 0% 0% 0% 0% 0% Cash flow inv. (C$m) 3.0 4.0 1.0 (117.0) (117.0)

^Project NPV incl grp SG&A & fin. cost, +net cash; *diluted for mine build equity Share issue (C$m) 0.3 -          20.0 120.0 -          

Production Y1 Y2 Y3 Y4 Y5 Debt draw (repay) (C$m) -             -          -          140.4 -          

Gold production (000oz) 109 109 137 137 137 Cash flow fin. (C$m) 0.3 -       20.0 260.4 -       

C1 cost (US$/oz) 803 803 766 766 728 Net change in cash (C$m) (4.4) (1.7) 15.7 130.9 (129.6)

AISC cost (US$/oz) 880 880 837 837 799 Balance sheet CY20E CY21E CY22E CY23E CY24E

AISC = C1 + ug sustaining capex, Y1 = 12M to Sep 2024 Cash (C$m) 14.8 13.1 28.8 159.7 30.2

Acc rec., inv, prepaid (C$m) 1.6 1.6 1.6 1.6 1.6

PP&E + other (C$m) 15.2 11.2 17.4 134.4 251.4

Total assets (C$m) 31.6 25.9 47.8 295.7 283.1

Debt (C$m) -             -          -          140.4 140.4

Accounts payable (C$m) 3.9 3.9 4.4 4.2 3.9

Others (C$m) 1.7 1.7 1.7 1.7 1.7

Total liabilities (C$m) 5.6 5.6 6.0 146.3 146.0

Sh'hlds equity + wrnts (C$m) 99.5 99.5 119.5 239.5 239.5

Retained earn'gs + rsvs (C$m) (73.5) (79.2) (77.8) (90.1) (102.3)

Liabilit ies + equity (C$m) 31.6 25.9 47.8 295.7 283.1

Source: SCP estimates

BUY, C$2.58/sh

C$1.41/sh, C$177m 0.28x

Sources of funds (C$m)Uses of funds (C$m)

C$4.75/sh

750/oz

850/oz

950/oz

1050/oz

0koz

50koz

100koz

150koz

200koz
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Gold prod'n (LHS, 000oz) AISC (RHS, US$/oz Au)
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Asset summary 

Probe was spun out of Probe Mines after their 2015 takeover by Goldcorp. The company immediately went into 

project generation mode, merging with Adventure Gold in 2Q16. Cambior mined the New Belliveau mine 

historically, with the property sold to Adventure in 2008 post Iamgold’s acquisition of Cambior. With Goldcorp-

supported equity, Probe commenced drilling in 2016 with a focus on Val d’Or east, but with some drilling on their 

Lower Detour Gold Trend also. Drill success in Val d’Or, combined with the option of 72km2 of Cadillac Break 

holding from Alexandria, put the focus on Val d’Or since. In total, Probe now holds 251km2 at Val d’Or and 184km2 

further east at Megiscane-Tavernier. Around Val d’Or, the initial focus was on the Pascalis Trend (New Beliveau, 

North, Highway), which underpinned a 2018 resource upgrade to 1.4Moz. Growth then moved to the parallel 

Courvan Trends (Creek, Bussiere West, Southwest, Southeast) and Monique in the southeast corner of the licence 

with an upgrade to 3.3Moz in 2019. Since then, regional exploration on the Cadillac East property has ramped up. 

In the background the company has quietly compiled a very large 724km2 land position along the Detour Gold 

Trend, popular in recent times as Wallbridge / Balmoral and Eastmain / Auryn ramp up exploration in the belt.  

Figure 44 Share price, shares in issue and market cap over time for Probe Metals 

 
Source: Probe, Bloomberg 

Val d’Or East 

The site is easily accessed by paved road from Val d’Or, with a concentration of mining services in the 32,000 

population regional centre. Exploration drilling can be undertaken year round, with southern boggy areas best 

suited to winter drilling from January to March. Overburden has hampered prior exploration, but unlike the Detour 

belt is represented only by a veneer of black soil. A number of resources have been defined within 5km of each 

another, with each satellite generally comprising a pit- and separate underground-constrained resource.  

Figure 45. Probe’s Val d’Or holdings 

 
             Source: Probe Metals 

Adventure merger 

C$3m @ 66c C$15m @ 95-150c 

Cadillac E option Monique option Aurbel / Detour / Courvan 

1.4Moz @ 2.4g/t 

C$15m @ 200c C$24m @ 115-190c 

770koz @ 2.6g/t 

C$217 @ 100-180c 

3.3Moz @ 1.9g/t 

Monique minority Detour mnrt’y + exp’n 
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Geology 

Courvan / Pascalis: Probe’s licences lie directly east of Val d’Or, lying in greenstones (volcanics) directly east of 

the regionally significant Bourlamaque granodiorite. The mines sequence comprises a lower thick volcaniclastic 

sequence (Jacola Formation) cropping out in the south, with overlying basalts of the Dubuisson Formation to the 

north. The property is dominated by the syn-volcanic Bourlamaque granodiorite batholith immediately east of the 

main resources. The main structural trend is broadly west, but locally N-S structures provide a control of pre-gold 

diorite intrusions. The same structure up which the intrusions travelled was subsequently reactivated during 

orogenesis, with gold fluids moving up the structures, and gold deposition focussing on the newly emplaced diorite 

dykes. As is common in the Archean, the dykes provide an excellent competency contract for brittle fracture and 

fluid focus into dilation zones, but have very low iron. Meanwhile the high-Fe wallrocks provide the ideal chemical 

conditions for gold precipitation, hence gold forms on the margins of the dykes within the volcanic sequence. There 

are examples of gold entirely within the larger intrusions, exemplified by the Beaufor Mine immediately west of 

Probe, which is entirely hosted within the large Bourlamaque granodiorite. 

Locally the main control on gold mineralisation are north-south striking, sub vertical ~10m wide granodirorite dykes. 

Gold forms in sub-vertical shear zones on the fringe of the dykes, but also as a stacked (eg. 20 veins in top 200m) 

series of gently dipping veins crossing this. Stepping back from the geology, our thesis is that both the 5-10m wide 

vertical and 2-4m thick sub-horizontal veins should be mineable in pits, but underground production will be more 

cost effective on the ~50% of vertical gold. The ‘ah hah’ moment for Probe came with the realisation that E-W 

structures were more critical than the N-S trend of gold pits, leading them to the west, with the subsequent 

discovery and resource delineation on the Courvan trend. 

Figure 46. Near-mine geology around the Courvan and Pascalis trends showing N-W alignment of gold deposits, 
linked by E-W structures, lying away from (Pascalis), on (Courvan) and in (SW) the Bourlamaque granodiorite 

 
Source: Probe Metals 

New Beliveau is the centre for gravity for Probe. Gold is centred on three N-S striking diorite dykes ranging from 

5-12m thickness, or ~30m combined, with 90% of gold hosted in one of the three dykes, the Main Dyke. 

Mineralisation was traced to 580m vertical depth but now extends to >900m. The regional structure is exhibited in 

a sinistral (top left) south-up brittle ductile shear zone just north of New Beliveau, signifying broadly NE-SW 

compression of a south-dipping splay fault off the Cadillac Break, forming a compressions flower-structure up 

which gold fluids migrate. Around 80% of the gold lies in E-W tension gashes dipping 15-60 degrees, but 

predominantly hosted within the dyke for a broadly vertical endowment geometry, averaging 50cm thickness and 

repeating every 2-3m. Around 15% of the veins like in sub-vertical veins along the interpreted fluid-pathway. 

Satellites north of New Beliveau including North Zone, similarly localised on diorite dykes, and Highway, which 

varies in that it is hosted in a more massive gabbro on transition between sub-units. 
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Courvan lies on the margin of the regional Bourlamaque batholith. Gold is structurally controlled, hosted in quartz-

tourmaline-veins and ~E-W shear zones that themselves dip steeply north, indicative of being flower-structure 

splays of the main break. Stacked veins form 5-15m thick zones extending hundreds of meters E-W along strike, 

with localised high-grade breccias. Similar mineralisation is found in the NW of the property at Senore. 

Monique is very different to the Courvan and Pascalis trends, being hosted on traditional main-break-parallel shear 

zones with mineralisation defined from surface to 500m depth. Gold is hosted in 1-20m thick E-W veins dipping 

75ºN and extending over a few hundred meters. Veins typically occur on the margin ultramafics (ie chemically 

ideal, rheologically poor) with more brittle felsic dykes and basalts. The key implication here is that the ore is more 

vertical / steeply dipping, enabling easier mining from an underground. The asset was previously mined to fill the 

Richmont mill in a ‘mine and move on’ strategy with very little exploration. A case in point was early drilling by 

Probe, which stepped back to the south to drill deeper under Monique, and hit 2.0m @ 18.3g/t from near surface 

and 14m @ 5.2g/t at depth (Figure 47). The softer ground here makes this a winter target going forward. 

Figure 47. (A) Plan map of Monique and (B) isometric view of resource models for pit and UG 

 

Source: Probe, Monarch 43-101 

Resource growth over time 

Probe initially focussed on growing their inherited 770koz @ 2.6g/t global resource on Highway/North/New 

Beliveau, which they lifted to 1.4Moz @ 2.4g/t by 2018, and then to 1.75Moz @ 1.8g/t last year. Focussing on the 

pittable part of this resource, the company lifted an inherited whittle-constrained 394koz @ 3.1g/t to 620koz @ 

2.1g/t then to the current 1.25Moz @ 1.6g/t. Dilution, and thus understanding of the underlying resource 

methodology, is key going forward. On face value, the intermediate 2018 resource was done with conservative / 

large 7x7x10m parent blocks. However, the final resource was then estimated by taking material within individual 

mineralised wireframes, ie a percentage sub-set of the parent block. In the ‘real world’ this effectively excludes 

internal dilution. The most recent resource takes the entire parent block of 5x5x5m dimension (3x3x3 for 

underground), and calculates the resource via inverse distance square. The current resource has not been top-

cut, nor a coefficient of variation published. Prior resources were top cut at 100g/t over 1m. 

Table 13: SCPe modelling mining inventory 

 
 

 

2012 000oz g/t Au Ore (Mt) 2018 000oz g/t Au D oz (%) D g/t (%) M&I (%) Ore (Mt) 2019 000oz D oz (%) g/t Au D oz (%) M&I (%)

New Beliveau <350m 460 2.6 5,440 New Beliveau pit 620 2.1 35% -22% 75% 9,398 Hwy / North / NB pit 1,248 59% 1.6 -17% 59%

North Zone <350m 50 1.8 780 North Zone pit 107 1.4 113% -22% 36% 2,322 Ck / Bus./SW/SE pit 479 - 1.4 - -        

Highway <350m 60 1.6 1,110 Highway pit 52 1.4 -14% -13% 65% 1,144 Monique pit 307 - 1.7 - -        

Total <350m 560 2.4 7,320 South pit 5 1.3 - - -        106 Senore / Lapaska pit 56 - 1.6 - -        

New Beliveau >350m 210 3.6 1,800 Total pit 783 1.9 40% -21% 68% 12,970 Total pit 2,089 167% 1.6 -17% 35%

North Zone >350m New Beliveau UG 511 3.7 143% 1% 27% 4,328 Hwy / North / NB 502 -19% 3.8 6% 27%

Highway >350m North Zone UG 34 3.1 - - 8% 336 Ck / Bus./SW/SE 260 - 3.2 - -        

Total >350m 210 3.6 1,800 Highway UG 32 3.3 - - 23% 293 Monique 354 - 3.1 - -        

New Beliveau total 670 2.9 7,240 South UG 45 3.4 - - -        413 Senore / Lapaska 51 - 3.2 - -        

North Zone total 50 2.0 780 Total UG 621 3.6 196% -1% 24% 5,370 Total UG 1,167 188% 3.4 -5% 11%

Highway total 60 1.7 1,110 New Beliveau total 1132 2.6 69% -11% 53% 13726 Hwy / North / NB tot 1,750 25% 1.9 -21% 49%

Grand total 770 2.6 9,120 North Zone total 140 1.6 181% -18% 30% 2658 Ck / Bus./SW/SE tot 739 - 1.8 - -

Highway total 83 1.8 39% 7% 49% 1437 Monique tot 661 - 2.3 - -

South total 50 3.0 - - - 519 Senore / Lapaska tot 106 - 2.1 - -

Grand total 1405 2.4 82% -9% 49% 18,340 Grand total 3,257 132% 1.9 -19% 27%
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Source: Probe 

Historic mining 

Beliveau was mined from 1989 to 1993, producing 172koz at 3.2g/t, noteably returning a ~150% over the pre-

production schedule via a 240m deep 1.83m2 shaft. A similar shaft was sunk to 245m at Bussiere, and another to 

152m at Resenor. The focus at the time was clearly vertical lodes, as shown in Figure 48, with mining via 

conventional long-hole methods. The 70m levels demonstrated the linearity of the ore body, with competent ground 

conditions at the time cited for the low cost of mining, with only 7% dilution recorded as stopes extended up to 80m 

strike. Metallurgically the goal was coarse, mainly free, associate with pyrite, and consequently 91-93% recovery 

was achieved in historic mining. This provides a useful dataset to validate the UG resource estimate at Beliveau. 

While all stope areas are excluding from the published resource, Figure 48B shows that the modelled voids would 

have returned 183koz @ 3.3g/t in the current model, against production of 183koz @ 3.2g/t, an excellent match 

on ounces, and useful measure of dilution requirements going forward. 

Figure 48. (A) Historic stope plans for Beliveau mine and (B) resource validation against prior production 

  
Source: 2012 and 2019 43-101s 

SCPe mining inventory 

Whilst Probe has released pit- and UG-constrained resources, they have not focussed on pit or UG economic 

studies up to this point, so they have not undertaken detailed whittle / grade-tonnage trade off / dilution studies. 

However, Adventure Gold’s 4Q12 43-101 did show a variety of trade-off studies, albeit based on a far earlier 

version of the resource. Focussing on New Beliveau, the key take-home from that optimisation was that the 

mineable inventory starting-point was higher grade at 3.3g/t, diluted heavily (52%) to 2.15g/t, but still with an 8:1 

strip, exemplified by the C$1,500/oz gold price driving a 0.7g/t cut-off grade (Table 14). Further, the resource was 

modelled on relatively tight / small parent blocks of 3x5x2m. Thus, adding in lower grade material through a 

combination of further dilution (real world, or geostatistical via moving to 5x5x5m parent blocks), additional drilling, 

and a lower cut-off grade should see grade drop from 2.15g/t at New Beliveau, but strip drop as well from 8.4:1 in 

that optimisation. Our overall pit-conversion approach is based on a simplistic 66% reserve conversion and 

additional 10% external dilution. We count this as ‘additional’ dilution because 5x5x5m parent blocks inherently 

already include internal dilution). Sticking with New Beliveau, this drives a 720koz mining inventory, but at much 

lower (in our view ‘safer’) 1.54g/t. Having ‘taken the hit’ on grade, the trade off is strip, which we model as dropping 

from the 8:1 below to 6:1 given the larger blocks / increased lower grade material included. 
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Table 14. 2012 770koz in-situ resource 

    
 

Source; Probe 

Since the 2012 optimisations, New Beliveau, North Zone and Highway have grown from the above 770koz @ 

2.6g/t to 1.2Moz @ 1.6g/t. Whilst the most recent resource doesn’t show constraining pits, the 2018 resource 

shows the New Beliveau schematic pit (no ramps), which extended down to ~260m below surface. However, in 

addition to excluding ramps (which will pull pit shallower), that pit was optimised at a 0.3g/t cut-off, stockpiling 0.3-

0.7g/t material.  

Figure 49. (A) Non-scale pits for New Beliveau / North / Highway, and (B) scale section and (C) isometric pits 

  

 

Source: 2018 243-101 

Production scenario 

As discussed above, we create a mining inventory by taking a 2/3 resource conversion from the existing pit-

constrained resource. While this of course drops ounces, it should lower the strip and remove eventual ‘orphans’ 

in the global resource model. We model a flat ~2.6Mtpa, noting that early years higher-stripping / stockpiling could 

improve the NPV, and is far more practical in this area than on remote sites where mobilising a fleet is expensive. 

We feed 2.6Mtpa of ROM ore at a LoM strip of 6:1 across six pits (averaging 1.43g/t) while an underground section 

provides feed from year three at an average grade of 3.6g/t. We anticipate the use of contract miners in the pit and 

so have prudently modelled mining costs of C$3.34/t mined (US$2.50/t). We expect that the relatively soft (BWi of 

11-12) could see both mining costs and the C$16/t milling costs be reduced in the future. 

2012 WHITTLE PITS Ore (Mt) Grade (g/t) Gold (koz) Strip (x) Dilution (%)

New Beliveau in-situ 3,361 3.27 354 - -

North Zone in-situ 236 2.39 18 - -

Highway in-situ 312 2.21 22 - -

Total in-situ 3,909 3.13 394 - -

New Beliveau diluted 4,273 2.15 296 8.4:1 52%

North Zone diluted 328 1.33 14 7.3:1 80%

Highway diluted 360 1.57 18 4.0:1 41%

Total diluted 4,961 2.06 328 8.0:1 52%

COG 0.5g/t 5,321 2.08 350

COG 0.7g/t 4,340 2.38 332

COG 1.0g/t 3,391 2.81 307

2016 total resource Ore (Mt) Grade (g/t) Gold (koz)

New Beliveau total 7,240 2.9 670

North Zone total 780 2.0 50

Highway total 1,110 1.7 60

Grand total 9,120 2.6 770

Of which is <350m 7,320 2.4 560

Of which is >350m 1,800 3.6 210

 2012 2019 
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Table 15: Probe capital and operating cost inputs 

  

 
We model an underground mine that targets only the vertical shoots, leaving the horizontal stacks behind (with the 

notion that grades would not support horizontal cut and fill or room and pillar areas). We model costs of C$75/t 

(US$56/t), noting that while the 10m mining widths are well suited to mining large volumes at low cost, we expect 

that the relatively short strike will see high operating development push costs up and that backfill will be necessary. 

We expect the underground area to be accessed by a decline from the pit, modelling 350m of vertical descent at 

a 7:1 decline for 2,450m of lateral development over 18 months, at C$8000/m, this amounts to ~C$20m. 

Cadillac East exploration 

In the last 6M Probe has ramped up drilling on key targets north of the Cadillac Break on the Cadillac East option 

property (Figure 47B). The trend being investigated lies around the old Monique open-pit mine, which itself adds 

661koz @ 2.3g/t within the group resources. Recent drill success is shown below, with core targets listed below. 

These targets have benefited from recent IP survey’s on the property, demonstrating the success of that method, 

with increased voltages allowing the company to see through traditionally masking clays. 

(i) Extensions along from Sleepy (03, 307koz @ 5.1g/t); recent drill highlights include 1m @ 108g/t Au  

(ii) ‘New Zone’ which parallels the Cadillac Break between Sleepy and the main Break. 2Q20 drill highlights 

include 4.2m @ 4.2g/t, and 8.8m @ 8.0 g/t and, 

(iii) ~1km along strike from Sleepy, with 8.7m @ 3.7g/t intersected in recent drilling.  

Figure 50 (A) plant map of Cadillac East focus area 

 
              Source: Probe Metals 

Pit mining inventory (000t) 27.5 C1 cost (US$/oz) 780

Pit Au grade (g/t) 1.43 AISC (US$/oz Au) 860

Pit inventory Au (000oz) 1,266 Build capex (C$m) 234

Strip ratio (x) 6.0 Sust capex (C$m) 76

UG Au grade (g/t) 3.6 Gold price (US$/oz) 1850

UG inventory Au (000oz) 208 Tax rate (% ) 40%

Au recovery (% ) 90.0% USD / CAD 0.75

LOM throughput (ktpa) 2,299 Discount (% ) 5%

Average production (koz pa) 108 NPV post-tax (C$m)* 600

Production Au LOM (000oz pa) 1,327 IRR post-tax (% ) 34%

Pit mining cost (US$/t) 2.50 Payback (years) 2.75

UG mining cost (US$/t) 56.06 Mine life (yrs) 12.25

Processing + G&A cost (US$/t) 15.50

Source: SCP esitmates, *From build start, project only, excluding central G&A and finance costs

Probe Monarch Marathon Atlantic

Operation Val d'Or Wasamac Valentine Torquoy

Throughput (ktpa) 2,299 2,000 4,000 2,200

LoM (years) 12 11 12 11

Strip (w:o) SCPe: 5:1 UG 7.6 2.3

BWI (kWh/t milled) 11-12 ~14 16 9.4

Pre-prod capex (C$m) 234 231 314 137

Pre-prod capex (C$/t milled pa) 102 116 79 62

Mining cost (C$/t mined) SCPe: 3.3 - 2.89 4.39

Processing cost (C$/t milled) SCPe: 16.1 17.79 11.26 8.90

G&A + TMF (C$/t milled) SCPe: 4.7 5.73 2.27 1.90

Capital costs

Source: all Probe based on SCP estimates, Marathon Gold April 2020 PFS, Atlantic Gold Corporation MD&A 

FY17; + Wasamac capex excludes UG; ^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

Operating costs
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Detour Gold Trend 

While Val d’Or has been the focus of drilling, Probe has quietly amassed a very large holding in the Detour Gold 

Trend. In 2017 the company held around 2/3 of the Southern Gold Trend, but licences were quite tight on the main 

break. Over time, bolt-ons and options, notably with Midland, took their holding effectively to 100% of the southern 

trend, expanding quite materially south of the main break to cover potential splays. The belt as a whole has seen 

increased attention with Wallbridge’s several tens of thousand of ounces 5km north of Probe having lifted their 

market cap to C$680m after consolidating with Balmoral recently. Prior to that, Detours maiden 2018 670koz @ 

5.4g/t on the Zone 58N satellite lies on the southern trend, 25km along strike from Probe. More recent drilling by 

Kirkland is expanding this with 13m @ 12g/t reported in recent weeks. The belt is also known for polymetallic VMS 

mineralisation with the B26 deposit hosting 1.2Moz @ 3.3g/t AuEq (50% Cu, 24% Au, 14% Zn, 12% Ag). 

Poor access and swampy cover means that exploration isn’t straightforward. We know the belt is mineralised, 

meaning the discoveries are ‘still’ there to be made. In fact, this is why we like the belt – modern techniques 

combined with old-fashioned drill meters mean ounces will come. However, drill meters need money, meaning little 

progress was made in the 2010s as exploration fell out of favour. With current inflows into exploration, and renewed 

interest (not to mention a high-end exploration toolkit) post Auryn’s acquisition of Eastmain, we think this ‘sleeper’ 

asset will add material value in coming years. The Midland option below requires C$3.5m spend for 50% interest, 

with the right to lift to 65% for $5m spend in the following two years. 

Figure 51. Exploration holdings in the Detour belt  

 
Source: Probe Metals 

Megiscane-Tavernier 

Further east of Val d’Or, Probe recently added a substantial holding further east of Val d’Or (Figure 52). The 

property has seen recent exploration, and Probe has already completed a VTEM survey, which itself has 

highlighted multiple targets that have never been drilled. The summer season will see a focus on grass-roots 

exploration, providing another foundation to the company’s ‘resource triangle’. 
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Figure 52. New holdings (dark blue) acquired in 2Q20 around Val d’Or, but consolidating on Megiscane-Tavernier 

  
Source: Probe Metals  
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