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Ticker: PRB CN  Cash 2Q21 C$30m Project: Val d’Or East 
Market cap: C$230m Price: C$1.91/sh Country: Canada, QC 
RECOMMEND. (unc): BUY TARGET (up): C$3.30/sh RISK RATING: HIGH 

Size, size, size. Assets capable of >200koz pa garner premiums from investors and M&A buyers alike, all 
the more given Probe’s on-infrastructure location. Probe’s PEA has cleverly optimized the “Three S’s”: 
scheduling, strip and stockpiling. Scheduling sees SCPe 2.06g/t (vs. LOM 1.13g/t) for 229koz pa in Y1-3. 
The addition of UG mining and introduction of ore sorting in Y4 stabilizes production as feed grades decline 
thereafter. Strip comes concurrently with sorting – compared to treating it as waste, processing SCPe 
486koz @ 0.46g/t through a sorter (vs. 1.6Moz @ 2.03g/t direct-feed) effectively drops the strip from 13:1 
to 6.4:1. Even though the impact on NPV is low given lower grade, more processing and late-life, it is 
accretive as it removes a cost. Sorting isn’t without risk, mainly the lack of common published precedents. 
What we like about the asset base is that sorting can easily be removed should interested parties want a 
simpler higher-grade, but smaller, operation (or more pits, less UG, or vice versa). Stockpiling, treating 
low-grade at end of life as is common in Australian pits now, (i) improves the NPV, should (ii) lower the 
cost of debt given the faster payback, which (iii) allows self-funding of Stage 2 capex for the sorter, UG and 
new fleet. Staging could in fact be seen as a fourth ‘S’ as it lowers equity dilution up front, with SCPe 
~C$400m net cash in Y4 to fund the ore sorter (C$53m) and associated lift in fleet size (C$153m, staged) 
plus establishment of UG operations. Lifting our project NPV for improved economics, but lowering our 
value of resources outside of reserve from US$30/oz to US$10/oz given reserve conversion is largely 
complete, we maintain our BUY rating and 0.4xNAV5%-1850 valuation, lifting our PT from C$3.00/sh to 
C$3.30/sh. Exploration is dwarfed by the current value of development operations, but critically should 
provide good news flow as engineering studies progress. This comes on two fronts, with the first phase of 
Detour drilling already complete with JV partner, while ounces at Monique in particular are continuing to 
grow.  

Table 1. Mining and economic parameters of PEA against SCPe, including new SCP estimates 

 

PEA 207koz pa and C$1,051m NPV1800 firm beat on SCPe 177koz pa and C$777m NPV1850 

Probe’s PEA sees 2.6Moz processed at 3.65Mt/year for an average 207koz pa production over 12.5 years 
from open pits. Mining of the 2.1Moz @ 1.13g/t pittable inventory direct feeds to the mill in Y1-3 (SCPe 
229koz pa @ 2.1g/t feed for US$475/oz AISC). Ore sorting commences in Y4; crushing capacity is lifted to 
6.1Mtpa alongside a larger mining fleet to enable SCPe 486koz @ 0.46g/t to be upgraded to 402koz @ 
0.91g/t at SCPe 42% mass pull and 83% recovery, while the mill continues at 3.65Mtpa. At the same time, 
as early pits bottom, UG mining commences on the SCPe 739koz @ 3.23g/t UG inventory. After start-up 
capex of C$353m, the operation self-funds the sorter (C$55m) and increased fleet (C$153m), while 
C$331m LOM UG capex is captured in the AISC (~C$35m pa for ~750ktpa UG across three declines), as is 

VAL D'OR EAST SUMMARY SCP old PEA Δ to old SCP new SCP old PEA Δ to old SCP new
Pit inventory (000t) 33.8 57.2 69% 57.2 C1 cost (US$/oz) 861 786 -9% 774

Pit Au grade (g/t) 1.43 1.13 -21% 1.13 AISC (US$/oz Au) 953 965 1% 940
Pit inventory Au (000oz) 1,549 2,077 34% 2,084 Build capex (C$m) 300 353 18% 353

Strip ratio (x) 7.0 6.4 -8% 6.4 Sust capex (C$m) 76 602 691% 602
UG Au grade (g/t) 3.0 3.2 9% 3.2 Gold price (US$/oz) 1850 1800 -3% 1850

UG inventory Au (000oz) 365 739 103% 739 Tax rate (%) 39% 44% 11% 42%
Au recovery (%) 90.0% 94.7% 5% 94.7% USD / CAD 0.74 0.75 1% 0.75

LOM throughput (ktpa) 3,859 3,650 -5% 3,650 Discount (%) 5.0% 5.0% - 5.0%
Average production (koz pa) 177 207 17% 207 NPV post-tax (C$m)* 777 1,051 35% 1,081
Production Au LOM (000oz) 1,723 2,587 50% 2,583 IRR post-tax (%) 37% 52% 41% 54%

Pit mining cost (US$/t) 2.50 2.33 -7% 2.33 Payback (years) 2.50 1.60 -36% 2.00
UG mining cost (US$/t) 55.50 65.25 18% 65.27 Mine life (yrs) 9.75 12.50 28% 12.50

Proc. + G&A cost (US$/t) 15.50 9.95 -36% 11.99 SCPe Y1-3 prod'n / grade / AISC: 229koz pa 2.06g/t 475/oz
Source: SCP esitmates, *From build start, project only, excluding central G&A and finance costs



 

 

10 September 2021 

Page 2  

C$63m of above-ground sustaining capex. This drives LOM AISC of US$965/oz for an after-tax NPV5%-1800 
of C$1,051m with 52% IRR and a 1.6yr payback (C$598m NPV5-1500 base case). The flow sheet sees 50% 
gravity recovery and 94.7% total recovery from a vanilla free milling CIP.  

Figure 1. (A) SPCe inventory sorting splits and (B) production profile 

 
S ource:  S CP  est imates ,  P robe 

Our view 
Size, size, size. Investors and M&A alike are paying premiums for 150koz pa assets over the traditional 
100koz pa workhorse, with >200koz pa assets in stable jurisdictions increasingly rare, especially vanilla 
operations. In this regard Probe’s portfolio benefits from all three of the Three S’s: scheduling, strip and 
stockpiling. Scheduling benefits from starter pits grading at an SCPe 2.06g/t (vs. LOM 1.13g/t), driving 
229koz pa (LOM 207koz pa) at SCPe US$475/oz AISC (LOM US$965/oz). Better still, having three declines 
allows flexibility to run declines from the bottom of starter pits, bulking up production as pit feed-grades 
decline. Strip comes concurrently with sorting – by processing 33Mt of the 57Mt reserve through a sorter 
(486koz @ 0.46g/t vs. 1.6Moz @ 2.03g/t direct-feed pit material), compared with treating this as waste 
drops the strip from 13:1 to published 6.4:1. As such, even if this material only has a marginal impact on 
NPV given it is lower grade, higher processing cost and coming later in the mine -life, it is removing a cost, 
and hence is materially accretive. Sorting doesn’t come without risk, namely the lack of common, public, 
published precedents of it working to nameplate. However, what we like about ore sorting, especially in 
an M&A scenario, is that it could be easily removed should any buyer wish for a simpler, albeit smaller 
operation, ie it is only a marginal addition rather than ‘essential’. Stockpiling is also factored in as low-
grade is processed at the end of life to accelerate production in the early years, (i) improving the NPV, (ii) 
lowering the cost of debt in particular given the faster payback, which (iii) allows self-funding of Stage 2 
capex for the sorter, UG and new fleet on our estimate of ~C$400m net cash ahead of funding 
requirements for new fleet to support over-mining for sorting (C$153m, staged), the ore sorter (C$53m, 
Y3), and establishment of UG operations at the same time. We estimate a peak stockpile of ~3Mt, 
although this and early-years grade / strip profiles are only an estimate until the full mine plan is published. 

Valuation: 1xNPV5%-1850 C$1,088m 
We model operations per the PEA, back calculating the open pit inventory and splits into direct- and 
sorter-feed. This gives an identical production profile, with an SCPe NPV of C$1,013m against published 
C$1,051m likely related to stockpiling and grade scheduling. From here we simply lift the gold price to our 
LT US$1,850/oz, supporting an SCP NPV5-1850 of C$1,088m. Adding C$30m of cash and investments, we 
lower our value for resources outside reserves from US$30/oz to US$10/oz as a reflection of exploration 
upside more than anything else, given current resources have now been full y ‘extracted / converted’ to 
mining inventory. This drives our C$1.16bn NAV, putting the stock on just 0.26xNAV. A key point to note 
is that further de-risking the PEA through to PFS and DFS, while a traditionally slow news period, has a 
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significant valuation gap to close, so would be very accretive as reserves, mining, geotech, and all the 
other ‘boring’ stuff is de-risked with detailed engineering work. 

Table 2. SOTP valuation and sensitivities on an asset basis, diluted for options not mine build 

  
S ource:  S CP  est imates  

Recommendation: maintain BUY rating, lift PT from C$3.00/sh to C$3.30/sh 

We maintain our 0.4xNAV multiple to reflect the unknown quantity of equity dilution to bring the asset 
into production, alongside technical risk of execution. On this basis, we maintain our BUY rating, lifting 
our PT from C$3.00/sh to C$3.30/sh on improved economics. This does come with a reduction in 
resources outside reserves as reserve conversion from the current resource base should be seen  as 
exhausted now, not the least given the additional sweating of the low grade from sorting. Our valuation 
isn’t diluted for mine build and is discounted to build start. To convert from an asset valuation to company 
valuation we deduct central G&A and finance costs, and discount to today for a C$897m fully-funded fully-
diluted (FF FD) NAV of C$897m. We dilute based on 65% gearing for a C$229m debt package, diluting for 
implied C$185m equity requirement at 0.5xNAV. This is somewhat of a thumb-suck as other options 
include M&A to a group with lower cost of equity capital, hybrid JVs for part-own to part-fund, and non-
dilutive financing options such as streaming. Nonetheless, this shows 1xNAV FF FD at first production 
around C$6/sh, putting the stock on a FF FD P/NAV of ~0.3x (Table 3). 

Table 3. Dilution estimates and NAV (net G&A and finance costs) over time 

 
S ource:  S CP  est imates  

Why we like Probe 

1. Global 4.0Moz resource in a top tier jurisdiction 
2. 3Q21 PEA shows >200koz pa with scarcity value 
3. 777km2 on Detour belt offers additional upside 

Catalysts 
 1H22: SCPe Val d’Or East PFS 

 4Q22: SCPe Val d’Or East DFS 

 1Q23/25: SCPe build start and first pour 

Brock Salier (London) M: +44 7400 666 913 bsalier@sprott.com 
Justin Chan (London) M: +44 7554 784 688 jchan@sprott.com 
Brandon Gaspar (Toronto) M: +1 437 533 3142 bgaspar@sprott.com 
Eleanor Magdzinski (Toronto) M: +1 705 669 7456 emagdzinski@sprott.com 
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DISCLOSURES & DISCLAIMERS  

This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Sprott Capital Part ners LP (“SCP”), an 

investment dealer who is a member of the Investment Industry Regulatory Organization of Canada (“IIROC”) and the Canadian Investor Protection 

Fund (“CIPF”). The general partner of SCP is Sprott Capital Partners GP Inc. and SCP is a wholly-owned subsidiary of Sprott Inc., which is a publicly 

listed company on the Toronto Stock Exchange under the symbol “SII”. Sprott Asset Management LP (“SAM”), a registered investment manager 

to the Sprott Funds and is an affiliate of SCP. This research report is provided to retail clients and institutional investors for information purposes 

only. The opinions expressed in this report are the opinions of the author and readers should not assume they reflect the opinions or 

recommendations of SCP’s research department. The information in this report is drawn from sources believed to be reliable but the accuracy or 

completeness of the information is not guaranteed, nor in providing it does SCP and/or affiliated companies or persons assume any responsibility 

or liability whatsoever. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any secu rities. SCP accepts no 

liability whatsoever for any loss arising from any use or reliance on this research report or the information contained herei n. Past performance is 

not a guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future performance of any security 

mentioned in this research report. The price of the securities mentioned in this research report and the income they generate may fluctuate 

and/or be adversely affected by market factors or exchange rates, and investors may realize losses on investments in such securities, including 

the loss of investment principal. Furthermore, the securities discussed in this research report may not be liquid investments, may have a high 

level of volatility or may be subject to additional and special risks associated with securities and investments in emerging markets and/or foreign 

countries that may give rise to substantial risk and are not suitable for all investors. SCP may participate in an underwriti ng of, have a position in, 

or make a market in, the securities mentioned herein, including options, futures or other derivatives instruments thereon, and may, as a principal 

or agent, buy or sell such products.  

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

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

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

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

 They have not affected a trade in a security of any class of the issuer within the 30-day period prior to the publication of this research 
report; 

 They have not distributed or discussed this Research Report to/with the issuer, investment banking group or any other third party 
except for the sole purpose of verifying factual information; and  

 They are unaware of any other potential conflicts of interest. 

UK RESIDENTS: Sprott Partners UK Limited (“Sprott”) is an appointed representative of PillarFour Securities LLP which is authorized and regulated 
by the Financial Conduct Authority. This document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP 
(“PillarFour”) for communication only to eligible counterparties and professional clients as those terms are defined by the rules of the Financial 
Conduct Authority. Its contents are not directed at UK retail clients. PillarFour does not provide investment services to ret ail clients. PillarFour 
publishes this document as non-independent research which is a marketing communication under the Conduct of Business rules. It has not been 
prepared in accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on de aling ahead of the 
dissemination of investment research. It does not constitute a personal recommendation and does not constitute an offer or a solicitation to buy 
or sell any security. Sprott and PillarFour consider this note to be an acceptable minor non-monetary benefit as defined by the FCA which may be 
received without charge. This is because the content is either considered to be commissioned by Sprott’s clients as part of t heir advisory services 
to them or is short term market commentary. Neither Sprott nor PillarFour nor any of its d irectors, officers, employees or agents shall have any 
liability, howsoever arising, for any error or incompleteness of fact or opinion in it or lack of care in its preparation or publication; provided that 
this shall not exclude liability to the extent that this is impermissible under the law relating to financial services. All statements and opinions are 
made as of the date on the face of this document and are not held out as applicable thereafter. This document is intended for  distribution only 
in those jurisdictions where PillarFour is permitted to distribute its research. 

IMPORTANT DISCLOSURES FOR U.S. PERSONS: This research report was prepared by Sprott Capital Partners LP (“SCP”), a company authorized 
to engage in securities activities in Canada. SCP is not a registered broker/dealer in the United States and, therefore, is not subject to U.S. rules 
regarding the preparation of research reports and the independence of research analysts. This research report is provided for  distribution to 
“major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 

1934, as amended (the “Exchange Act”). Any U.S. recipient of this research report wishing to effect any transaction to buy o r sell securities or 
related financial instruments based on the information provided in this research report should do so only through Sprott Glob al Resource 
Investments Ltd. (“SGRIL”), a broker dealer in the United States registered with the Securities Exchange Commission (“SEC”), the Financial Industry 
Authority (“FINRA”), and a member of the Securities Investor Protection Corporation (“SIPC”). Under no circumstances should a ny recipient of 
this research report effect any transaction to buy or sell securities or related financial instruments through SCP. 

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

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

SPROTT CAPITAL PARTNERS EXPLANATION OF RECCOMENDATIONS: Should SCP issue research with recommendations, the research rating 

guidelines will be based on the following recommendations:  

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

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

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

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

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

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