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Initiating Coverage: Price Target 54p 

Key Points 

Pure Gold is a Canadian domiciled gold development company which has had a secondary 

listing in the UK since May 2019. It is in the construction phase of the very high grade (9g/t) 

Madsen gold mine in the globally renowned Red Lake gold district in Ontario, Canada. First 

pour is in Q4/2020. Production should then grow to up to 124koz p.a and the life of mine 

extend to 14 years. This is likely to be just the start for Pure Gold which owns a 47km2 

license area in one of the most prolific gold belts in the world and has three other satellite 

deposits “under the drill”. We believe it has a number of unique characteristics that should 

be highly attractive to the UK investor and set a PT of C$0.91/share or 54pps.  

A Safe Jurisdiction 

The typical asset base of the precious metals sector in the UK is located in either Africa, 

Russia, or South America almost without exception. By contrast the Pure Gold Madsen mine 

is centred in the Red Lake gold district, Ontario, Canada. This “camp” has produced 29 

million ounces of gold at an average recovered grade of 15.6 g/t Au since first discovery in 

1925. It has Tier 1 infrastructure, a highly educated labour force within easy reach and a 

first class legal and licensing regime. The key to working successfully in the region is 

consolidation of a large area which Pure Gold has done and geological expertise which 

management has in spades.  

A High Grade Mine With More to Come 

The reserves and resources at the 100% owned Madsen mine total 1.9Moz at 9g/t. This 

total rises to 2.5Moz inclusive of three satellite projects and inferred mineralization, at a 

grade of 8.7g/t. As such it is one of the highest grade development projects, certainly in 

Canada, if not globally. Capex to first gold, expected Q4/2020, is C$95 million delivering 

bottom quartile capital intensity mainly because it is a restart. Expected C1 cash costs and 

AISC come to US$607/oz and US$787/oz respectively, within the second quartile of the 

industry cost curve. Mineralisation is open laterally and at depth and is in evidence elsewhere 

on the property. 

Owned, Fully Funded and Run by the Best in the Business 

The shareholder register reads like the who’s who of the gold industry. AngloGold Ashanti 

is the biggest shareholder followed by Eric Sprott and Rob McEwen, founder of Goldcorp. 

The company comes from the Oxygen Capital stable run by Mark O’Dea who also sits on the 

board. Mr O’Dea is considered one of the preeminent Red Lake district geologists as well as 

a successful company builder. The company is run by Darin Labrenz who has also spent 

most of his career as a geologist on Red Lake. The company is fully funded to first production 

following the release of an extensive DFS (definitive feasibility study) this year.     

Materially Undervalued for Such a Prospective yet Low Risk Business 

Our base case NAV (7%) is C$328 million or C$0.91/share equivalent to 54pps. As such the 

shares are trading at a 36% discount to NPV. Applying the traditional 5% discount rate used 

in Canada, the NAV rises to C$1.03/share or 61pps and the discount to 44%. We cannot 

understand why given the low risk nature of the investment case. It is fully funded with the 

EPCM contract awarded. All major licenses are in place. There is less than 15 months to first 

gold pour. There is a modest amount of debt (Tamesis estimated net debt peaks at C$24.6 

million) and plenty of margin in the financials. Management have a proven track record in 

building (and selling) companies like this successfully. It is located in arguably the safest 

gold jurisdiction in the world. Finally, this is just the start.  

Analysts: David Butler 

David Baker 
 

Summary  

Last price (C$/GBP) 0.58/ 0.37 

Target price (C$/GBP) 0.91/0.54 

Projected return (%) 57% 

  

Madsen Mine  

Commodity 

Country 

Gold 

Canada 

Status Development 

NAV (C$m)   328 

  

Share Data  

Shares o/s (m) 361 

52-week high/low (C$) 0.81/0.49 

3-mth avg. daily vol (‘000)   485 

Market cap (basic) (C$m) 210 

Net cash/(debt)* (C$m) 75 

Enterprise value (C$m) 135 

*estimate, ex-stream 
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Executive Summary 

Introduction 

Pure Gold listed on the main board of the London Stock Exchange on the 21st of May this year. 
The company should be a breath of fresh air to the UK investor whose choice of gold stocks has 
generally been limited to those with assets in tricky emerging markets (or silver companies). By 
contrast, Pure Gold’s 47km2 land holding is in the Red Lake gold camp of Ontario; recognised as 
one of the best gold mining locations in the world. To add to this “rarity value” the reserves and 
resources are high grade with 1Moz of probable reserves at 9.0g/t and a total resource of 2.5Moz 
grading 8.7g/t. As such, it is the highest-grade development-stage gold deposit in Canada as well 
as one of the most advanced. 

Following the completion of a US$90 million project financing package last month, the company 
has taken the decision to construct the 80koz pa (peak 124koz) Madsen Red Lake Gold Project 

with first gold due end of 2020. As detailed in a technical report released in Feb 2019 this is 
effectively a restart with the lowest capital intensity (C$95 million requirement) of any project we 
know. The company is developing three other deposits nearby – Fork, Russet South and Wedge, 
as well as exploring the rest of the land package.  

Our post tax NAV (7%) for the Madsen Mine is C$328 million, or £0.54 (C$0.91) per share following 
the recent equity raise of C$47.5 million at C$0.55/share and the Sprott financing package totalling 
US$90 million.  Our model also delivers a theoretical NPV of C$39 million or 6pps (C$0.10/share) 
for the three additional projects assuming they start in year 4. However, this is by no means 
certain, so we are keeping it out of our base case and price target for now.  

It should be noted up front that this is only Phase 1 in the corporate development of Pure Gold. 
They expect, with good reason, the property to deliver well beyond the current Life of Mine as is 
typical for narrow vein mining in Archaean greenstone in general and specifically in this region. 

 Figure 1  - Location of Madsen Mine 

 

Source: Pure Gold 
 

 

A rich background 

Since 1927, a total of 28 mines have operated in the Red Lake Mining District, producing 29 million 
ounces of gold at an average recovered grade of 15.6 g/t Au. Approximately 89% of this gold was 
produced from two mine complexes; Red Lake Mine and Madsen Mine with the latter being 
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discovered and the first claims staked in 1927. There has been much toing and froing since as the 
table below shows. The key to long term success is district consolidation and geological know how. 

  

Figure 2  - Location of Madsen Mine 

Year Activity 

1925 Gold discovered at Red Lake 
1927 First claims staked in Madsen area 
1935 Madsen Red Lake Gold Mines incorporated, No. 1 shaft sunk to 175 m 
1936 Discovery of Austin Zone 
1937 Madsen No. 2 shaft sunk to access Austin Zone. Ultimately reaches to 1273 m with 27 levels 
1938 Madsen mill facility initiates 36 year continuous production 
1948 Starratt-Olsen mine opens with production for8 years 
1956 Production halted at Starratt-Olsen mine. Total production of 823,554 tonnes at a recovered grade of 6.19 g/t (163,990 oz Au) 
1969 Discovery of the 8 Zone located between levels 22 and 27 of the Madsen Mine 
1974 Production halted at Madsen Mine. Total production of 7,593,906 tonnes at a recovered grade of 9.91 g/t (2,416,609 oz Au) 
1974 Madsen operation sold to Bulora Corporation 
1976 Bulora Corporation files for bankruptcy 
1980 E.R. Rowland acquires Madsen and Starratt properties 

1990 
Red Lake Buffalo Resources acquires Madsen and Starratt properties from Rowland estate, changes name to Madsen Gold 
Corp. in 1991 

1997 
Madsen Gold Corp. commences mining and milling at Madsen after moving Donna Lake mill to Madsen. Produces 8,350 
ounces gold 

Prior to 
1998 

Madsen Gold Corp. acquires Aiken and Russet claims and amalgamates with the Madsen and Starratt properties (collectively 
referred to hereinafter as the Madsen Gold Project) 

1998 
Claude purchases Madsen Gold Corp. and commences dewatering Madsen workings and mining from the Madsen shaft. 
Produces 8,930 ounces gold 

1998-2000 Claude drills 230 holes (~21,000 m) on the Madsen Gold Project 
1999 Claude mines and mills from the Madsen shaft until October 1999 
2001 Placer Dome options the Madsen Gold Project and stops dewatering 

2001-2004 
Placer Dome drills 115 holes (60,725 m) on the Madsen Gold Project, most on targets outside the Madsen and Starratt mine 
areas. Discovers Fork and Treasure Box zones 

2002 
Wolfden acquires the Newman-Madsen Property and explores it in joint venture with Kinross (2002-03; 17 holes; 4,193 m)and 
Sabina (2004-2011; 48 holes; 18,684 m) 

2006 Placer Dome exits Madsen Gold Project, returning it 100% to Claude 

2007-2013 
Claude drills 346 holes (198,913 m) on the Madsen Gold Project, including >200 holes (>80,000m) on targets outside the 
Madsen Mine itself. Dewaters from level 6 (2007) to level 16 (2010) and below, pumping halted in 2013 

2012 Sabina purchases 100% interest in Newman-Madsen Property and issues 0.5% NSR to Premier Gold Mines Limited 
2012 Sabina drills 13 holes (4,332 m) on Newman-Madsen Property 
2014 Laurentian Goldfields Ltd. purchases the Madsen Gold Project from Claude 

2014 
Laurentian, renamed Pure Gold, purchases the Newman-Madsen Property from Sabina and amalgamates it into the Madsen 
Gold Project. SRK restates 2009 resource 

2014-2016 Pure Gold drills 904 core holes (210,645 m) on the Madsen Gold Project 
2016 Nordmin completes positive Preliminary Economic Assessment (PEA) for Pure Gold 
2017 Pure Gold opens Madsen Portal and initiates ramp reconditioning 
2017 Pure Gold initiates permitting study and environmental baseline work 
2017 Pure Gold purchases the Derlak property from Orefinders Resources Inc. and merges it into the Madsen Gold Project 
2017 Pure Gold completes new resource estimate and positive PEA 
2017 Pure Gold completes first Mineral Resource Estimates for Russet South and Fork deposits 
2018 Pure Gold completes first Mineral Resource Estimate for the Wedge deposit 
2019 JDS completes positive Feasibility Study for Pure Gold 

 

Source: Pure Gold 
 

  

Pure Gold, previously known as Laurentian Goldfields, is considered one of a stable of companies 
incubated by Mark O’Dea’s Oxygen Capital. O’Dea is one of the most highly regarded geologists 
and company builders in Canada and his understanding of the Red Lake district geology is second 
to none. The company’s formation really started in 2013 under the leadership of current CEO Darin 
Labrenz, another Red Lake expert who cut his teeth as a geologist on the Campbell Mine nearby.  

 

 

 

 

 

 

Management recognized the potential to consolidate the license ownership in the area in the face 
of a depressed gold market , and deftly executed two deals in late 2013 early 2014 in the face of 
a collapsed gold price. Firstly, they secured the Madsen Mine from Claude Mining in a share/cash 
deal equivalent to c.C$12.2 million and then the neighbouring Newman-Madsen property from 
Sabina for c.C$2.8 million. They later divested non-core assets and acquired Derlak (down plunge 
from Madsen) for C$1.2 million so the net cost of the consolidated property was C$11 million.  

Management moved quickly to prove up their theory that the gold mineralization at Madsen was 
structurally controlled, trending North East to South West and therefore would be open in all 
directions. They have also asserted it is the mirror image of the Red Lake Gold Mine owned by 
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Sure enough, this has been 
confirmed with 2.1Moz at 
8.9g/t resource confirmed 
and a mine on its way. All 
inside six years. 

Newmont and up for sale – see Figure 3 below.  Sure enough, this has been confirmed with 2.1Moz 
at 8.9g/t resource confirmed and a mine on its way. All inside six years.  

Figure 3  -Madsen Red Lake Mine and Newmont Goldcorp’s Red Lake Mine – “Main Street” 

 

Source: Pure Gold 
 

 

Asset Summary: High Grade Mine with more to come from Three Satellite 
Ore bodies 

The Madsen mine will be an underground operation, producing 800 tonnes per day (tpd) over a 
12 year life of mine. Mining will start at 150 metre level targeting high grade gold lenses within 5 

main zones. Initially ore will be extracted via a ramp and then the existing 1,275 metre shaft. 
Critical to the valuation of Pure Gold is the existing infrastructure. The SAG mill on site will be 
refurbished, a gravity circuit will be installed to capture free gold, with a ball mill added to grind 
the remaining material for the conventional Carbon in Pulp circuit. Tailings will be either deposited 
at the existing tailings facility or used for backfill. 

 Figure 4  - Generalised plan map of the Madsen Gold Project and Fork, Russet South and Wedge 

 

Source: Pure Gold 
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Infrastructure and location 
are truly world class 

Infrastructure and location are truly world class. The mine is located next to two historical mining 
towns, with an airport that has daily flights to regional centres. Grid power is readily available, and 
water for the plant will come from dewatering and an existing process water pond. 

The mine has a number of existing permits, allowing it to run up to a 1,089tpd operation, but 
requires some permit amendments prior to first production. Critically, the restart of the mine does 
not require any new permits at the Canadian federal level – permitting requirements are limited 
to local permit for updated water use, air and noise, and closure plans. As such we believe the 
process is straightforward with all permits in place by Q1/2020 and unlikely to hinder the timetable 
to first delivery at the end of 2020. 

Alongside the Madsen Feasibility Study, the company released details on three additional deposits: 
Fork, Russet South, and Wedge. Pure Gold will continue to drill these out further whilst finalising 
mine plans – see fig below for reserves and resources.  

Figure 5  - Pure Gold Resources Statement (inclusive of Reserves) 

  Indicated   Inferred  

Zone Tonnes Au Grade Ounces Tonnes Au Grade Ounces 

  (g/t) (Au)  (g/t) (Au) 

Madsen 6,429,000 9.0 1,857,000 889,000 8.4 241,000 

Fork 203,000 6.6 43,000 331,000 5.8 61,000 

Russet South 241,000 7.2 56,000 352,000 7.5 85,000 

Wedge 322,000 10.3 107,000 307,000 8.0 79,000 

Total 7,196,000 8.9 2,063,000 1,880,000 7.7 467,000 
 

Source: Pure Gold 
 

 

Low Capital Intensity along with other attractive project parameters 

Capex to first gold is C$95.1 million. This represents bottom quartile capital intensity (vs projects 
over 50koz pa)  for the mine, which will produce an average 79koz p.a. over a 14 year life. This is 

now funded and derisked as much as it can be ahead of actual extraction. 

Figure 6  -  Capital Intensity versus annual gold production 

 

Source: S&P Market Intelligence, Tamesis 
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In the feasibility study published in February this year it was estimated total operating costs would 
be C$222.9/t which in turn equates to a competitive 2nd quartile cash cost of US$607/oz and AISC 
US$787/oz for identified global development gold projects. The estimated cash costs for the three 
additional deposits is currently lower at US$557/oz and US$712/oz TCCs and AISCs respectively.  

Figure 7  - Global Development Gold Assets Cost Curve 

 

Source: S&P Market Intelligence, Tamesis 
 

 

 

Our NAV using 7.1% is 
C$328m or 54pps which is a 
12% discount to NAV5 
which feels appropriate. As 
such the shares are trading 
on a P/NAV of 0.6x 

Delivering a compelling valuation prospect 

At this stage, with the project up and running in 2020, the best valuation tool is NPV, albeit not 
one favoured by a UK investor. Our house policy is to use the current spot price of gold 
(US$1500/oz) into perpetuity as well as constant forex rates. We note the Canadian market’s 
propensity to apply a 5% discount rate in DCF analysis of gold stocks (often then applying another 

discount depending on the stake of project development). We guess this is justified given negative 
Beta is alive and well for particularly the mid-tier producers i.e. gold is doing its job and providing 
inverse correlation performance to the market. The Bloomberg RAW Beta for Pure Gold is 0.1 and 
our WACC using this comes to 7.09%.  

Our NAV using 7.1% is C$328m or 54pps which is a 12% discount to NAV5 which feels appropriate. 
As such the shares are trading on a P/NAV of 0.6x.  

We have run scenarios using a different discount rate and gold price – see table below. We note 
that the current share price is trading on 2021 multiples of 5.5x PER and 2.2x EV/EBITDA 
respectively which compares relatively well with the rest of the sector. 

 Figure 8  - Funded Valuation 

SoTP Valuation O/ship NAVx C$m C$/sh GBPm GBP/sh 

Madsen Mine 100% 1.0x 321.4 0.89 192.4 0.53 

Cash 100% 1.0x 88.0 0.24 52.7 0.15 

PV of Callable Stream 100% 1.0x (48.5) (0.13) (29.1) (0.08) 

Debt drawn to date 100% 1.0x (13.3) (0.04) (7.9) (0.02) 

SG&A 100% 1.0x (20.1) (0.06) (12.0) (0.03) 

Total NAV 100% 1.0x 327.5 0.91 196.1 0.54 

Share Price    0.58   0.365 

P/NAV  
  0.6x   0.7x 

 

Source: Tamesis 
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Figure 9  - C$ Target Price at different gold prices and discount rates 

  Gold Price (US$/oz) 

 C$/share 1250 1300 1350 1400 1450 1500 1550 1600 1650 1700 1750 

D
is

c
o

u
n

t 
R

a
te

 

3.00% 0.75 0.84 0.92 1.00 1.09 1.18 1.26 1.35 1.44 1.53 1.61 

4.00% 0.70 0.79 0.86 0.94 1.02 1.10 1.18 1.27 1.35 1.43 1.51 

5.00% 0.66 0.74 0.81 0.88 0.96 1.03 1.11 1.19 1.27 1.35 1.42 

6.00% 0.62 0.69 0.76 0.82 0.90 0.97 1.04 1.12 1.19 1.27 1.34 

7.09% 0.57 0.64 0.71 0.77 0.84 0.91 0.98 1.05 1.12 1.18 1.25 

8.00% 0.54 0.61 0.67 0.73 0.79 0.86 0.93 0.99 1.06 1.12 1.19 

9.00% 0.51 0.57 0.63 0.68 0.75 0.81 0.87 0.93 1.00 1.06 1.12 

10.00% 0.48 0.54 0.59 0.64 0.70 0.76 0.82 0.88 0.94 1.00 1.06 

11.00% 0.45 0.51 0.56 0.61 0.66 0.72 0.78 0.83 0.89 0.95 1.00 

12.00% 0.42 0.48 0.53 0.57 0.63 0.68 0.73 0.79 0.84 0.90 0.95 
 

Source: Tamesis 
 

  

A classic feature of Archaean greenstone geology with narrow vein mining is that the life of mine 
tends to extend far longer than originally planned hence the long history at Madsen for instance 
(in the UK the most notable company to have benefitted from this is Fresnillo where its namesake 
mine was started in the 1500s). This is made more likely by the size of the land area that the 
company has consolidated in the last 6 years. Moreover, management are excited by what else 
they have on the property not least the three satellite deposits. Our NPV for these deposits if they 
were developed today is C$39 million or 6pps based on what we know and estimate. 

As such we believe the above NAV based valuation is conservative. 

 

Owned and funded by the best in the business 

The top 10 shareholders of Pure Gold are some of the most well respected in the gold industry. 
AngloGold Ashanti is the biggest having backed the business pre RLGD and then added to their 
position in the various equity raises since. Then Eric Sprott, Rob McEwen and Mark O’Dea; all three 
doyens of the Canadian gold industry. Due diligence from all the aforementioned will have been 
thorough. With AngloGold owning such a big stake there will be talk of M&A, but we believe that 
is unlikely until project delivery and Mr Labrenz is keen on building a bigger operation than just 
the one currently underway.  

 Figure 10  - Shareholder Register 

 

Source: Pure Gold, FactSet 
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We cannot think of any gold 
company, developer or 
otherwise, listed in the UK 
that has assets in such a 
safe location 

The UK Investor 

Pure Gold is not domiciled in the UK and as such it will not get onto the FTSE Index lists. However, 
its secondary listing on the standard segment of the main board of the LSE brings it to the attention 
of the UK investor and allows them to invest alongside other UK domiciled gold companies. We 
believe it should be of significant interest for the following reasons: 

• Asset location. We cannot think of any gold company, developer or otherwise, listed in the 
UK that has assets in such a safe location. Generally, companies listed on the LSE and AIM 
have mines in Africa or Russia and the FSU. The silver producers, Fresnillo and Hochschild, 
operate mainly in Mexico and Peru.  

• Operational attributes. We have already discussed these in detail but carry competitive 
advantage not only over the UK but development projects globally.  

• Management. The UK does not have the same depth of incubator management teams such 

as Oxygen Capital who have such strong track records in finding, developing and unlocking 
value within the mining industry. This is aside from the direct management team which has 
an equally excellent track record.  

• Valuation. There are not many precious metal companies trading on such a low P/NPV. It is 
too early to be talking earnings metrics yet. But we note that according to our model the 
company is trading on a 2021 EV/EBITDA of 2.2x which is competitive to say the least.  

Liquidity is currently low but rising – see chart below. As it continues to grow so we would expect 
more attention paid to what will, in our view, be the most interesting gold stock in the UK.   

 Figure 11  - Liquidity Analysis (LSE and TSX)   

 

Source: FactSet, Tamesis 
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Madsen Mine 

All the data and information in this section can be found in the extremely thorough competent 
persons report/technical report found on the Pure Gold website or incorporated in the London 
listing prospectus.  

The Madsen deposit was 
discovered in 1925 and 
produced 2.45Moz at 
average grades of 10.7g/ 
operating from 1938-1974 
during an era of fixed gold 
prices 

History 

The Madsen deposit was discovered in 1925 and produced 2.45Moz at average grades of 10.7g/t. 
Initial mining occurred over a continuous 36 year operating period from 1938-1974, primarily 
during an era of fixed gold prices. A shaft was sunk after limited drilling and towards the end of 
the period the main part of the deposit had plunged away from the shaft such that on 24 level it 
was 2.5km adrift to the North. Mining ceased in 1976 at a depth of approximately 1,273 metres. 
The operating company had not kept up on sustaining capital and access development dried up – 

which is a killer for a mining operation such as Madsen.   

In 1998, Claude Resources (CRJ: TSX, subsequently taken over by Silver Standard Resources) 
acquired Madsen Gold and commenced dewatering alongside a 21,000 metre drilling program. 
Claude undertook small scale mining operations in the late 90s as the gold price dropped to 
US$250/oz. The mine was optioned to Placer Dome (acquired by Barrick Gold in 2006). Placer 
Dome undertook a substantial drilling program (c.60,000 metres) but ultimately did not exercise 
their option, returning the project to Claude in 2006 after the Barrick deal. In 2014, Laurentian 
Goldfields (since renamed to Pure Gold) purchased the Madsen Mine from Claude and  also 
acquired the adjacent Newman-Madsen project from Sabina (TSX: SBB) as previously discussed. 

In the four years from 2014-2018 Pure Gold conducted an extensive drilling program (210,645 
metres) and released a maiden PEA in 2016 alongside opening of the Madsen portal. In February 
2019, Pure Gold released a DFS for the main Madsen mine and more information on the Fork, 
Russet South, and Wedge deposits before completing a dual listing on the Standard Segment of 
the main board of the London Stock Exchange. 

 

Location 

The mine is located within the Red Lake Municipality in north western Ontario and has highway 
access to both Winnipeg (475km) and Thunder Bay (578km) alongside daily flights. The climate is 
described as warm-summer humid continental apparently. But essentially this is not extreme with 
temperatures ranging from -18°C in January to +18°c in July. Precipitation is fine with 70cm of 

rain falling mainly in summer showers and some snow over the Winter months. The only part of 
the operation that gets impeded is the fieldwork/drilling in the more remote areas where its 
normally better to carry out the work in the winter when the water is frozen and access easier.  

 Figure 12  - Location of the Madsen Mine 

 

Source: Pure Gold 
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Infrastructure 

The mine is located next to the town of Madsen, a historical mining town, and 10km southwest of 
the town of Red Lake. Employees are expected to be sourced primarily from the Municipality of 
Red Lake which comprises six communities.   

Access is straightforward, a highway runs past the entrance to the mine and the nearby Red Lake 
airport is serviced with daily flights from Thunder Bay and Winnipeg. 

The mine has access to a 44kV Ontario Hydro transmission line, and water comes from municipal 
treatment facilities. 

Geology 

Madsen is located in the 50km by 40km Red Lake Greenstone belt which essentially comprises a 
series of very old super crustal rocks intervening between three main granitoid batholiths  - see 
Figure 13. 

Figure 13  - Simplified Geology of the Red Lake Greenstone Belt 

 

Source: Pure Gold 
 

  

The gold is hosted in a strongly altered foliated zone where original veins have been replaced by 
diopside, biotite and quartz and carbonate.  These strongly altered zones are structural corridors 
that were exploited by gold bearing fluids. In Madsen’s case there are four main zones enriched 
by multiple veins that have produced most of the gold historically and in which are found the 
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majority of the reserves and resources namely: Austin, South Austin, McVeigh and the 8 Zone see 
fig 5. At the property-scale, they all lie within much broader planar zones that are considered early 
shear or fault zones. The distribution of gold within this planar structure is controlled principally 
by the contact with the batholith structures. 

 

Figure 14 – Madsen Deposit 

 

Source: Pure Gold 
 

 

1.2 million metres of holes 
drilled into the ore body and 
surrounds so far at an 
average spacing of 6.5m. It 
is a driving ethos of Oxygen 
Capital that data re-risks a 
project’s potential and 
provides clearer sightlines 
to opportunities. They have 
it in spades here 

 

Management are also keen to point out the similarities between Madsen and the Red Lake Gold 
mine. Both deposits share same rock units, similar ages of deposition and similar alteration. 
Mineralization at both is controlled by interaction of structure and rhealogical or chemical contrasts 
of underlying stratigraphy. The RLGM property has produced more than 24.7m ounces of gold to 
2018 and been in continuous operation since 1948. One specific aspect of RLGM that resonates is 
the similarity of the High-grade Zone and 8 Zone at Madsen. Both are at depth, it’s difficult to 
explain why both are there from a geological standpoint but both have been or could be very 
profitable. In Pure Gold’s case the company has identified a resource containing 300,000oz of gold 
grading 20.5g/t. 

Reserves and Resources 

The recently released feasibility study confirmed a resource at the Madsen mine of 6.4Mt at 9.0g/t 
Au for 1.86Moz in the indicated category and 0.9Mt of inferred ore at 8.4g/t Au for 241koz. 
Additionally, the Fork and Russet South resource estimates were updated at the same time and a 
maiden resource was declared at the Wedge Deposit.  

The majority of the resources are in the indicated category and are inclusive of reserves. We would 
also point out that there has been 1.2 million metres of holes drilled into the ore body and 
surrounds so far at an average spacing of 6.5m. It is a driving ethos of Oxygen Capital that data 
re-risks a project’s potential and provides clearer sightlines to opportunities. They have it in spades 
here.  

The total global resource of 10.1 Mt at 8.7g/t Au for 2.5 Moz is defined as follows: 
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Figure 15  - Pure Gold Resources Statement (inclusive of Reserves) 

  Indicated   Inferred  

Zone Tonnes Au Grade Ounces Tonnes Au Grade Ounces 

  (g/t) (Au)  (g/t) (Au) 

Madsen 6,429,000 9.0 1,857,000 889,000 8.4 241,000 

Fork 203,000 6.6 43,000 331,000 5.8 61,000 

Russet South 241,000 7.2 56,000 352,000 7.5 85,000 

Wedge 322,000 10.3 107,000 307,000 8.0 79,000 

Total 7,196,000 8.9 2,063,000 1,880,000 7.7 467,000 
 

Source: Pure Gold 
 

  

Pure Gold provided an updated mineral reserve dated 11 February 2019. The Madsen mine has a 
global reserve as follows: 

This reserve is particularly 
high grade. Relative to the 
reserve grades of global 
mining companies in 2018 
producing over 50koz, 
Madsen would be 
comfortably inside the top 
decile 

Figure 16  - Pure Gold Reserves Statement 

 Diluted Tonnes Au Grade Au Ounces 

Class (kt) (g/t) (koz) 

Proven - - - 

Probable 3,512.0 9.0 1,013.0 

Total 3,512.0 9.0 1,013.0 
 

Source: Pure Gold 
 

  

This reserve is particularly high grade. Relative to the reserve grades of global mining companies 
in 2018 producing over 50koz, Madsen would be comfortably inside the top decile. 

Figure 17  - Madsen Reserve Grade Relative to 2018 Gold Miners producing over 50koz 

 

Source: S&L Market Intelligence, Tamesis 
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Mining 

Madsen is proposed to be an underground mining operation targeting 800 tpd over a 12 year 
mining life. Pure Gold will mine c.280ktpa ore each year, averaging c.9g/t over life of mine.  

 Figure 18  - Tonnage and Grade Profile (Madsen Mine only) 

 

Source: Tamesis 
 

 
Production  and Operating Costs 

The resulting gold production averages c.80koz per year. We assume first production in Q4/2020. 
It then rises with development and peaks in years 5 and 6 when the mine accesses the higher 
grade 8 Zone. – see Figure 19. C1 costs over life of mine average US$607/oz and all-in sustaining 
costs average US$787/oz, higher in earlier years as the mine undertakes the bulk of the shaft 
refurbishment. 

 We assume costs to be primarily denominated in Canadian dollars and have assumed an average 
of USD:CAD 1:1.3 over the life of mine. 

 Figure 19  - Production and Cost Profile 

 
 

Source: Tamesis 
 

  

Aside from the grade, the other advantage naturally endowed on the geology is that the planar 
structures in which the auriferous zones are contained are steeply dipping (60-90deg) allowing 
gravity assisted extraction. The veins themselves are 2 to 10m thick. As such three well tried and 
trusted mining methods are proposed: Long hole stoping (estimated 25% of production), 
conventional cut and fill (59%), and mechanised cut and fill (16%).  

The operating costs are elevated, however, by some rehandling of materials, tailings being used 
for hydraulic fill, and the heating and ventilation system.  

 Figure 20  - Underground Mine Operating Costs  
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Category 
Unit Cost 

(C$/t) 
LOM Cost 

(C$m) 

Long hole Stoping 12.7 44.6 

Cut and Fill Mechanised 16.9 59.3 

Cut and Fill Conventional 81.1 285.0 

Backfill 2.2 7.6 

Mine Maintenance 15.8 55.4 

Hoisting 6.6 23.3 

Mine General 33.5 117.6 

Total 168.8 592.8 
 

Source: Pure Gold 
 

  

The cost split is shown in the chart below.  

As expected for an underground operation the biggest component of the cost base is labour. One 
should take it as read that the pool of labour employed by Pure Gold will be extremely proficient 
in mining. Moreover, labour inflation is more or less tracking the stable CPI level of c.2% so we 
would not expect any surprises there albeit noting that all costs, including labour tend to follow 
the commodity price and gold has gone up. From time to time there are industrial disputes, but 
we would not expect one so early in a mine’s development – quite the reverse.  

Fuel is the next biggest cost base at 10c/kwh. There may be some constraints on availability of 
power early on in the project, but the company is building its own generators to offset any grid 
shortages.  

 Figure 21  - Underground Mine Operating Cost Split  

 

Source: Pure Gold 
 

  

Generally, we expect costs to remain stable on a dollar per tonne basis; variations in C1 and 
AISC/oz are almost entirely down to grade: 

 Figure 22  - Underground Mine Operating Costs  

 

Source: Tamesis, Pure Gold 
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Capex risk can be assumed 
to be low 

Capital Expenditure 

As we have discussed the capex to bring the mine to first production is very competitive . We show 
the main categories below. Given the timetable is pretty fast, the team in charge has done this a 
number of times in very similar circumstances and there is a 9.3% contingency factor in the C$95 
million figure we believe the risk to escalation is relatively low. 

 Figure 23  - Capex Breakdown (C$ million) 

Category Pre-production Sustaining Total 

Mining 31.2 209.2 240.4 

Site Development 0.8 - 0.8 

Mineral Processing 17.4 - 17.4 

Tailings Management 4.3 7.9 12.1 

On-site infrastructure 17.5 0.5 18.0 

Closure - 16.8 16.8 

Project Indirects 6.1 - 6.1 

EPCM 7.0 - 7.0 

Owner’s Costs 2.6 - 2.6 

Total Capex 95.1 232.2 327.3 
 

Source: Pure Gold 
 

  
We assume the entirety of the C$95 million initial capital expenditure to be spent in the first 13 
months, in line with the feasibility study. The majority of the remaining C$232 million development 
and sustaining capital is spent in the first 6 years of operation, after which there is only small 
amounts of development capital and stay-in-business capital expenditure for the existing mine 
plan. 

 Figure 24  - Summary of Capital Cost Expenditure 

 

Source: Tamesis 
 

 

Mine Sequence 

Initially ore and waste materials will be trucked out, with Pure Gold utilising the shaft from year 4. 

The existing shaft runs to 1,275 metres and has levels at approximately 50 metre intervals. Much 
of the development work can be done whilst the mine is in production, rather than pre-production 
which is extremely positive from an initial capital expenditure perspective. Figure 25 below shows 
the project development schedule and how little is required to be done prior to first production. 

The decline is currently dewatered to 250 metres. Dewatering will be an ongoing process in 
advance of mine development. The dewatering system will be capable of processing 3,900m3/day 
during the pre-production period before reducing to the required 2,000m3/day. Water will be used 
as required for the processing plant, with the remainder being treated and discharged into the 
tailing storage facility. Alongside installation of the dewatering pumps, the mine will install 
ventilation and heating for the winter months 
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Figure 25  - Summarised Project Schedule 

  Year -2 Year -1 Year 1 

Activities M10 M11 M12 M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 M11 M12 M1 M2 M3 

PROJECT FINANCING                                     

Feasibility Study                                     

Project Financing In-place                                     

DETAILED ENGINEERING                                     

Engineering Contract Formation                                     

Site Area & Haul Roads Design                                     

Process Plant & Infrastructure MP                                     

Process Plant & Infrastructure Electrical                                     

Tailings Management Facility                                     

Underground Mine Design                                     

MAJOR PROCUREMENT                                     

Construction Contract Formation                                     

Major Equipment Procurement                                     

Major Equipment Fabrication & Delivery                                     

CONSTRUCTION                                     

UG Infrastructure & Initial Dewatering                                     

UG Pre-Production Development                                     

Site Area & Roads Development                                     

Tailings Management Facility                                     

Site Facilities Buildings                                     

Process Plant & Backfill Equipment MPEI                                     

44kV Substation Installation                                     

Water Treatment Plant (WTP)                                     

COMMISSIONING                                     

WTP Start Up and Commissioning                                     

WTP Operational                                     

Process Plant Pre-Operational Testing                                     

Process Plant & Substation Commissioning                                     

First Production                                     

Production Ramp Up                                     

                                      

Legend   Main Activity     Support Activity      Milestone    

                                      
 

Source: Pure Gold 
 

 

 

 

There appear to be no 
issues with stress 
distribution or squeezing in 
the underground workings 
other than access to Zone 8 
for which there is a simple 
solution 

Issues with Mining an Old Mine 

We have mentioned the requirement to pump water out. This is relatively simple, and the company 
is well advanced with dewatering.  

Another potential issue is how the rock stress has been redistributed since mining finished last 
time (this was 1978 effectively). The DFS reports that in general displacements around the 
historical mining areas were relatively small. The host rock – basals and the SAFZ rock – mass is 
of high competency. In test mining, the company rehabilitated two levels from the ramp back to 
the shaft to provide secondary egress. This level was put in place in the 1930’s and had barely a 
bolt in the back (in the days of ‘bolt as required’). It also crossed one of the ultramafic sills. There 
was effectively no rock on the ground after 80 years, and the ultramafic contacts showed no 
obvious signs of deformation despite the lack of ground control. 
 
Further down, the 8 Zone access drift did experience some squeezing and was one of the last 
areas of development in the early 1970’s. Note, this squeezing was in the access where the drift 
crossed the contact with the 8 Zone ultramafic on the hanging wall side of the stopes.  It crossed 
the contact in an area where significant widths of talcose ultramafic was encountered i.e. relatively 
soft.   The company now has the benefit of significant information collected subsequent to that 
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access and will drill test further in advance of ramping across. They will cross in an area without 
talc development, and all mining access will be from the footwall. Additionally, modern ground 
support techniques and modelling are available such as used to mine the similar environment of 
the Red Lake mine high grade zone, and La Ronde mine in Quebec. 

 

Processing 

The key advantage to the Pure Gold story is that most of the processing infrastructure is already 
in place from the historical mining operations. The existing SAG mill is to be refurbished alongside 
the existing Carbon in Pulp circuit. The company also has a fully permitted Tailings Management 
Facility. 

Figure 26  - Existing crushing and flotation circuits 

 

Source: Pure Gold, Vrify 
 

 

Overall recoveries are 
expected to be high – we 
are modelling 95.8% over 
life of mine. Every 1% 
additional recovery delivers 
an extra 10,000oz p.a. or 
c.C$20million of operating 
cashflow at a gold price of 
US$1500/oz 

 

The refurbished processing plant is expected to have a capacity of 800 tpd to match the mining 
output. The primary crusher has been designed with 50% availability requirements producing a 
P80 103µm product at c.67 tph using a grizzly feeder and jaw crusher. 

Grinding takes place in two stages – the existing SAG mill transfers a 70µm product via a screen 
to a new ball mill producing a final product P80 75µm. A new gravity concentrator will be installed 
to capture free gold (approximately 46% of total production. The remaining slurry transferred to 
a conventional Carbon in Pulp circuit followed by elution and electrowinning into doré.  

Overall recoveries are expected to be high – we are modelling 95.8% over life of mine. Every 1% 
additional recovery delivers an extra 10,000oz or c.C$20million of operating cashflow at a gold 
price of US$1500/oz. 

Tailings will be either processed for depositing underground as hydraulic fill or pumped to the 
existing Tailings Management Facility. 

 

Permitting 

Pure Gold has a number of existing environmental permits which allow for an operation producing 
up to 1,089 tonnes per day mill, with tailings delivered to the existing tailing storage facility. The 
restart does not trigger any new permitting requirements at the federal level, but a number of 
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regional permits and approvals will be required to be updated. The company expects these updates 
to be straightforward. 

 The key permits that are still outstanding include: 

• Industrial sewage works permit 
o Allows Pure Gold to manager water storage and release in the tailing’s storage 

facility. Existing permit is in good standing, but updated regulations require a 
new certificate. 

o Expected to be received in early 2020 – the certificate is required for operating 
activities, but development can take place while waiting for the permit 

• Air and Noise 
o Enhanced equipment requires a new air and noise permit 
o Expected to be issued in 2019 – development work can take place while waiting 

for the permit 

• Mine Closure Plan 
o Updated mine closure plan to be submitted in July 2019 with provisions for a 

closure  bond. This will be based on the outcome of the closure plan 
amendment.  The company has modelled C$16.8 million for closure costs and 
this will be bonded up front (C$2.5 million already posted).   It will be put in as 
a surety bond with the company providing approximately 25% of the total capital 

• Permit to Mine 
o A new notice of project status is required before development of underground 

infrastructure can take place – surface development is permitted. This permit 
has been filed 

In addition, there are a number of small permits that may require updating. They all typically have 
a short approval time and can be handled alongside development work. 

 
Licencing and First Nations 

The company maintains a good working relationship with First Nations groups associated with the 
Madsen Mine area. Two groups have identified the area as part of their communities’ traditional 
territory, the Lac Seul First Nation and the Wabauskang First Nation. Pure Gold signed a Project 
Benefit Agreement with Wabauskang and Lac Seul First Nation on July 29, 2019. 

Pure Gold’s 251 mining leases cover a mix of unpatented and patented ground. Fortunately for the 
company, the majority of the advanced projects are on patented ground giving unrestricted access 
to the company for both the minerals and the surface rights. Typically, unpatented ground would 
require agreement from the surface rights holder. 

 

Exploration 

The current Pure Gold resources is identified to a depth of c.1400 metres. Drilling new holes from 
surface in any volume become prohibitively expensive, so the company plans to drill from depth 
once dewatering is complete.  

 Whilst is it too early to speculate on the grade and size of any new discoveries, we expect the 
mineralisation to continue at depth and provide mineral inventory well beyond the current resource 
base. New discoveries are not critical given the current 13-year life of mine, however could provide 
longer term valuation catalysts. 

 If one looks at the endowment in the top 1,275 metres it is approximately 3,500 
oz/vertical metre.  We have drilling at 2.1km depth suggesting deposit is open. Maths 
suggests potential for 3.5Moz from 1.3km depth to 2.3km depth. Red Lake mine is 
currently mining at 2.5km depth. 
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Fork, Russet South and Wedge 

 Fork, Russet South and Wedge are all previously discovered. Fork and Wedge are situated along 
the same shear zone corridor as Madsen whereas Russet South steps out to the North East – see 
Fig 4. All are within 5km of Madsen and all have near surface expressions although the company 
is more interested in what happens at depth where they are open in all directions.  

Figure 27  - Pure Gold Resources Statement (inclusive of Reserves) 

  Indicated   Inferred  

Zone Tonnes Au Grade Ounces Tonnes Au Grade Ounces 

  (g/t) (Au)  (g/t) (Au) 

Madsen 6,429,000 9.0 1,857,000 889,000 8.4 241,000 

Fork 203,000 6.6 43,000 331,000 5.8 61,000 

Russet South 241,000 7.2 56,000 352,000 7.5 85,000 

Wedge 322,000 10.3 107,000 307,000 8.0 79,000 

Total 7,196,000 8.9 2,063,000 1,880,000 7.7 467,000 
 

Source: Pure Gold 
 

  

The company is conducting further exploratory work before pushing the button on development 
and construction. As we mention management can extend the life of mine at Madsen through 
these deposits, thereby avoiding the expansion of the plant.  We would expect them to bring 
production on earlier than this given the likelihood Madsen continues by itself longer than currently 
planned.   

If so, they would need to upgrade the plant from 800tpd to 1200tpd. These plant upgrades are 
likely to cost not more than c.C$10 million more in capex (total capex including mine development 
capital is estimated to be C$57 million prior to this). If the tonnes and cash are available, in our 
mind the company should actually be expanding the plant’s capacity now – our upside case has 
first production from these satellite zones in Q4/2023. 

 Figure 28  - Tonnage grade profile with satellite deposits 

 

Source: Tamesis 
 

 

Geology 

The Fork deposit is located within two shear zones, 150 metres apart, starting at surface and 
dipping downwards 60° for 375 vertical metres. Drilling has identified a deposit over a 600 metre 

strike, with mineralised zones of 1-5 metres. Drilling highlights include: 

• 17.2 g/t gold over 3.5 metres from drill hole PG17-467; 
• 104.1 g/t gold over 3.0 metres from drill hole PG16-198. 

 Russet South is a vein hosted deposit with mineralised zones spanning 600 by 400 metres, to a 
depth of approximately 225 metres. Drilling is ongoing to test an east-west corridor that appears 
to share geological characteristics with the high-grade 8 Zone. Previous drill results include: 
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• 76.0 g/t gold over 2.1 metres from drill hole PG16-233; 
• 27.1 g/t gold over 5.8 metres from drill hole PG17-364; 
• 39.1 g/t gold over 2.9 metres from drill hole PG15-031; and 
• 15.0 g/t gold over 5.0 metres from drill hole PG15-028. 

 The Wedge deposit consists of three zones containing resources and a further two mineralised 
exploration zones. All these zones lie within a north-east striking shear zone, within the same 
structure that hosts the Fork Main deposits. Mineralisation is contained within hosted directly in 
deformed quartz veins, similar to the mineralisation at the 8 Zone and Russet South. Recent drilling 
highlights include: 

• 33.3 g/t gold over 8.3 metres from drill hole PG17-467; 
• 21.3 g/t gold over 10.3 metres from drill hole PG17-486; 
• 15.1 g/t gold over 5.4 metres from drill hole PG16-215; 
• 19.9 g/t gold over 3.3 metres from drill hole PG18-564; 
• 354.0 g/t gold over 1.0 metre from drill hole PG18-540; 

• 24.4 g/t gold over 1.0 metre from drillhole PG19-677; and 
• 5.1g/t gold over 7 metres from drillhole PG19-664 

 

Mining 

 The company has given details of the mine plans and output. We would expect the cost of mining 
to be similar if not cheaper (not as deep) as Madsen. The three deposits  would give a production 
profile maintained at over 100koz for 5 years – see Figure 29. We would expect the life of mine to 
continue though.  

 Figure 29  - Production profile with satellite deposits 

 

Source: Tamesis 
 

  

The overall capex profile including the satellite ounces would then look as follows: 

Figure 30  - Summary of Capital Cost Expenditure (inclusive of satellite ounces) 
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Source: Tamesis 
 

 

Valuation Upside 

Using previous company guidance, we have modelled an additional 910kt of ore mined from these 
satellite areas as an upside case starting in Q4/2023. Using an average grade of 6.4g/t and 
recoveries of 95% this has the potential to add an additional c.40kozpa Au over an initial 4 year 
life.  

 We estimate c.C$10 million in plant upgrades to increase throughput to 1,200tpd, from 800tpd in 
the feasibility study. This would include additional ball mill capacity; there is sufficient primary 
crushing. Additional leach tank and gravity circuit capacity would also be needed. 

 At a US$1,500 gold price the satellite deposits add C$39 million to our valuation, or approximately 
C$0.10/share or 6pps. However, we are not including this in our base case until further work has 
been done.  

Clearly there is potential for further discoveries utilising the expanded plant capacity. 
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Valuation 

Overview – Discounted Cash Flow Valuation 

We value Pure Gold using a discounted cash flow model. We discuss some of the inputs into this: 

• Gold Price & forex. Our house view is to assume spot forex and the spot gold price into 
perpetuity. Cost assumptions equally remain flat aside from where they are affected by specific 
operational changes such as grade. This delivers effectively a real model. We also believes 
this approach resonates well with clients.  

• Weighted average cost of capital. As we show later in this section the universal approach to 
discount rates in Canada is to use 5% real. We have also used CAPM derived WACC of 7.1%. 
Both the 5% and 7.1% figures are based on low of negative Betas for gold stocks which in 
turn delivers a low cost of equity. A quick glance at Bloomberg screens shows that many of 

the Canadian junior to mid-caps are carrying a negative Beta at the moment – the sector is 
providing a reliable hedge against broader market moves. The Raw Beta (i.e. historical) is 0.1 
for Pure Gold. 

• Discount to NPV. Developing/junior gold miners are attracting an average 20% discount to 
NPV5s although the range is large. This reflects risk in development and delivery. Pure Gold’s 
Madsen is fully funded to first production which is just over a year away and they have 
awarded the EPCM contracts. The mine has been in operation before and there has been an 
enormous amount of drilling and metallurgical work in the interim. We would argue overall a 
10-20% discount is appropriate in this case. Interestingly using a WACC of 7.1% delivers a 
12% discount which we feel is about right.   

• Financing.  Financing comprises a credit facility of US$65 million and the option of a US$25 
million gold stream which the company has exercised, and the proceeds received.   

• The rest of the assumptions are as per the feasibility study. We note the previous work on 
the Fork, Russet South and Wedge deposits has derived an NPV5 of C$51 million, however 
this is calculated from the point of investment rather than discounted to today. The simplistic 

assumption is that these ounces are mined at the end of the 12 year Madsen mine life. As 
such the value now is relatively immaterial. In reality we expect, with further work, that these 
can be brought into the mine life much earlier. For the moment we think there are too many 
variables to ascribe any value for the assets as part of our base case price target. 

 Our 100% post-tax NAV7 for the Madsen mine is C$328 million at a US$1,500/oz Au gold price 
and an exchange rate of 1:1.3 USD:CAD. In deriving a NAV, we estimate C$88 million cash on the 
balance sheet and C$13 million debt drawn to date. We also include the Present Value of the 
callable stream costs in our valuation, after netting off the US$25 million advanced to the company. 
Finally, we deduct the present value of estimated corporate costs over the life of mine. Our NAV 
for the company as a whole is shown in the table below. This delivers a price target of 54pps.  

Our NAV valuation table is as follows: 

 Figure 31  - Funded Valuation 

SoTP Valuation O/ship NAVx C$m C$/sh GBPm GBP/sh 

Madsen Mine 100% 1.0x 321.4 0.89 192.4 0.53 

Cash 100% 1.0x 88.0 0.24 52.7 0.15 

PV of Callable Stream 100% 1.0x (48.5) (0.13) (29.1) (0.08) 

Debt drawn to date 100% 1.0x (13.3) (0.04) (7.9) (0.02) 

SG&A 100% 1.0x (20.1) (0.06) (12.0) (0.03) 

Total NAV 100% 1.0x 327.5 0.91 196.1 0.54 
 

Source: Tamesis 
 

  

 The project stacks up well against advanced peers developing high-grade underground operations, 
showing best-in-class returns IRR of 42% against both initial capital expenditure and total mine 
capital expenditure. It is no wonder the company was able to source funding relatively easily. 
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Sensitivities 

As a developer with a long mine life, Pure Gold is most sensitive to a change in the underlying 
commodity and discount rate. We note that the company is pricing in a significantly lower 
commodity price than spot, or a materiality higher discount rate – ascribing no value to exploration 
potential bringing higher quality ounces into the mine plan. 

Figure 32  - Target Price at different gold prices and discount rates 

  Gold Price (US$/oz) 

 C$/share 1250 1300 1350 1400 1450 1500 1550 1600 1650 1700 1750 

D
is

c
o

u
n

t 
R

a
te

 

3.00% 0.75 0.84 0.92 1.00 1.09 1.18 1.26 1.35 1.44 1.53 1.61 

4.00% 0.70 0.79 0.86 0.94 1.02 1.10 1.18 1.27 1.35 1.43 1.51 

5.00% 0.66 0.74 0.81 0.88 0.96 1.03 1.11 1.19 1.27 1.35 1.42 

6.00% 0.62 0.69 0.76 0.82 0.90 0.97 1.04 1.12 1.19 1.27 1.34 

7.09% 0.57 0.64 0.71 0.77 0.84 0.91 0.98 1.05 1.12 1.18 1.25 

8.00% 0.54 0.61 0.67 0.73 0.79 0.86 0.93 0.99 1.06 1.12 1.19 

9.00% 0.51 0.57 0.63 0.68 0.75 0.81 0.87 0.93 1.00 1.06 1.12 

10.00% 0.48 0.54 0.59 0.64 0.70 0.76 0.82 0.88 0.94 1.00 1.06 

11.00% 0.45 0.51 0.56 0.61 0.66 0.72 0.78 0.83 0.89 0.95 1.00 

12.00% 0.42 0.48 0.53 0.57 0.63 0.68 0.73 0.79 0.84 0.90 0.95 
 

Source: Tamesis 
 

  

Pure Gold is most sensitive to a change in the price of gold, with a 10% change having a 25% 
impact on our underlying valuation. The next most sensitive input is the overall operating costs, 
having a nearly linear 11% impact, heavily weighted at 8% by mining costs and 2% by processing 
costs – the small remainder is G&A and realisation costs. 

Overall capex and discount rate have a smaller impact on the valuation. A 10% change in either 
of these variables has a 6% and 5% change, respectively. 

 Figure 33  - Sensitivity Breakdown   

 

Source: Pure Gold 
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Comparative Analysis – Reserves and Resources 

Whilst we are using NPV as our main methodology we have also compared Pure Gold with a range of 
North American gold development companies. We show the reported R&R figures in Figure 27 and in 
28 we look in a bit more detail at comparative respective projects. We have selected the peer group 
based on Canadian listed companies that have projects at a resource level and beyond. Interestingly 
there are not that many and even fewer at DFS/reserve level of development.   

At the current share price of Pure Gold trades at an EV/reserve oz of US$101/oz. On a resources 
comparable basis, Pure Gold is currently trading at US$40/oz, a discount of 24% to the peer group 
average of US$53/oz.  Harte Gold and Osisko Mining are the most expensive. Harte Gold is in early 
stage production and Osisko has multiple high quality projects. Both these facets are available to Pure 
Gold.  

Figure 34  - Production and Operating Costs 

          Grade (g/t Gold) Contained (Moz Au) EV/oz (US$) 

Company Ticker 
EV 

(US$m) 
Reserves 
(Mt, att) 

Resource 

(M&I&I) 
(Mt, att) 

Reserves 
Resource 
(M&I&I)  

Reserves 
Resource 
(M&I&I)  

Reserves 
Resource 
(M&I&I)  

First Mining  FF-CA 94.4 - 217.9 - 1.5 - 10.7 - 8.8 

Nighthawk NHK-CA 51.3 - 50.4 - 1.6 - 2.7 - 19.3 

Auryn AUG-CA 77.4 - 12.9 - 6.3 - 2.6 - 29.9 

Treasury  TML-CA 30.4 - 18.2 - 2.5 - 1.5 - 20.8 

Probe PRB-CA 77.2 - 21.2 - 2.6 - 1.8 - 43.4 

Rubicon  RMX-CA 61.1 - 5.5 - 6.4 - 1.1 - 54.1 

Ascot AOT-CA 126.1 - 10.5 - 7.2 - 2.4 - 52.1 

White Gold. WGO-CA 97.9 - 21.9 - 2.1 - 1.5 - 66.2 

Harte Gold HRT-CA 213.9  6.2  7.4  1.5  145.0 

Monarch Gold MQR-CA 36.4 - 49.2 - 2.8 - 4.4 - 8.3 

Osisko Mining OSK-CA 420.5 - 13.2 - 7.3 - 3.1 - 134.8 

Average   116.9   38.8   4.3   3.0   53.0 

Pure Gold. PGM-CA 102.5 3.5 9.1 9.0 8.7 1.0 2.5 101.2 40.5 
 

Source: Tamesis, FactSet, S&P Market Intelligence 
 

  

The table below is intended to provide a snapshot of where some of Pure Gold’s peer group are in 
their project development, what the basics are of those projects and what sort of enterprise value they 
are attracting vs their NPV. Some features of Pure Gold that jump out at us: 

• Its advanced. We have included one peer that is in production, Harte, but aside from that all the 
rest are some way off. Generally, the project metrics supplied by the peer group are from PEA 

studies rather than DFS Madsen first gold is 14 months away 

• It is the highest grade project. Harte, Ascot and Osisko have projects which are approaching Pure 
Gold, but none match or exceed.  

• As already discussed, the cash costs and AISC are competitive at Pure Gold although not by a 
huge margin.  

• The capex to build is the lowest amongst the peer group  

• The EV vs NPV is only to be glanced at in our view given the variety in the derivation of the latter 
including date, gold price and status. But if there is a trend, we would argue that grade, capex 
and stage of development are key to delivering a higher P/NPV multiple. 

• Strong growth prospects. The three new discoveries are open for expansion along strike, and the 
entire +5km Madsen trend is open to depth. Multiple gold projects are a feature of the bigger cap. 
companies.  
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Figure 35  - Comparable Gold Developers 

Company 
Mkt Cap 

(US$m) 

EV 

(US$m) 

 Key 

Project 
Stage Date 

NPV 

(post 

tax) 

Capex 
Discount 

Rate 

Gold 

Price 
TCC AISC Type Grade Comment 

Pure Gold 159.3 102.5 Madsen FS 2019 243 73 7.1% $1500 633 824 U/G 9g/t 
Ontario. Red Lake 

district.  

First Mining  121.1 94.4 Springpole PEA 2017 1160 586 5% $1300 619 806 O/P 1g/t 
Ontario. Red Lake 

district. Silver credits 

Nighthawk 97.1 51.3 Various Resource 2019 n/a      
O/P & 

U/G 
 

Canadian gold 

explorer in NWT 

Treasury  42.1 30.4 Goliath PEA 2017 230 99.8 5% $1225 525 611 
U/G & 

O/P 
3.81g/t 

Ontario. Developing 

other projects as 

well 

Probe 106.0 77.2 
Val-d'Or 

East 
Resource 2019       

U/G & 

O/P 
1.85g/t 

Quebec. Abitibi Gold 

Belt 

Rubicon  60.5 61.1 Phoenix PEA 2019 101 60.8 5% $1325 624 882 U/G 6.3g/t 

Ontario. Red Lake 

district. Second go. 

$770m of sunk 

capital. Complex 

geology 

Ascot. 111.8 126.1 Premier Resource 2019 n/a      U/G 7.5g/t 

British Columbia 

rebuild plus other 

projects 

White Gold 92.4 97.9 

Golden 

Saddle/Arc 

et al 

Resource 2019       O/P 2.26g/t 

Yukon, White Gold 

District Multiple 

Projects 

Harte Gold 130.6 213.9 Sugar Zone 

Production 

(DFS in 

May 19) 

May-

19 
243 n/a 5% $1400 643 845 U/G 8.12g/t 

Ontario, Hemlo gold 

camp 

Monarch Gold 48.2 36.4 Wasamac DFS 
Dec-

18 
366 354.2 5% $1500 550 630 U/G 2.7g/t 

Quebec, Abitibi. 

Other projects at 

reserve/resource 

stage 

Osisko Mining 737.5 420.5 
Windfall 

Lake 
PEA Jul-18 322 310 5% $1300 640 704 U/G 6.7g/t 

Quebec, Abitibi. 

Other projects at 

reserve/resource 

stage. Silver credits 
 

Source: Tamesis, FactSet. Company Filings 
 

 
Exit R&R multiples 

In our view Pure Gold is an attractive takeover target for all the reasons discussed. Oxygen Capital 
also has a strong track record of successfully selling companies, and we are seeing M&A transactions 
across the spectrum of the industry. 

We have looked at recent M&A transactions in the Canadian gold space and observed an average 
reserve multiple of US$416/oz and a median multiple of US$267/oz. Canadian transactions tend to 
command a premium to gold transactions elsewhere in the world due to both the quality of the ounces 
in the ground and the expectation of ongoing reserve replacement through exploration. 

Figure 36  - Production and Operating Costs 

Announcement 
Date 

Target Buyer 
Transaction Value 

(US$m) 
Transaction 

Value/ Reserve oz 

Transaction 
Value/ Resource 

oz 

May 2019 Atlantic Gold  St Barbara 617 519 325 

Sep 2018 Mesquite mine Equinox Gold. 158 65 50 

Aug 2018 Pogo gold mine Northern Star  260 342 63 

Aug 2018 
Northern Empire 

Resources. 
Coeur Mining, Inc. 74  113 

Jun 2018 Metanor Resources. Bonterra  54 269 32 

Mar 2018 Klondex Mines. Hecla  513 981 95 

Sep 2017 Richmont Mines  Alamos Gold. 643 855 386 

May 2017 Integra Gold  Eldorado  390  124 

Feb 2017 Luna Gold  Trek Mining. 157 162 54 

May 2016 Kaminak Gold  Goldcorp  360 167 73 

Mar 2016 Claude Resources  
Silver Standard 

Resources. 
245 1,023 89 
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Nov 2015 
St Andrew 
Goldfields. 

Kirkland Lake  140 147 21 

Jul 2015 Romarco Minerals. OceanaGold 522 259 108 

Jan 2015 Probe Mines  Goldcorp  285  79 

Jan 2015 Wharf Resources. Coeur Mining. 105 144 122 

   Average 411 116 

   Median 264 89 
 

Source: Tamesis, S&P Market Intelligence 
 

  
At Pure Gold’s current reserve of 1.0 Moz an average comps valuation of US$411/oz implies a takeover 
valuation of US$416 million, a 2.6x multiple of the current market capitalisation, and a median valuation 
of US$267 million based on US$264/oz, a 1.7x multiple.  

 On a resources basis, this implies an average implied valuation of US$293 million or a 1.8x multiple of 
the current market capitalisation for Pure Gold’s 2.5 Moz of resources and a median valuation of 
US$225 million. 

 

Regional Consolidation 

Even at full production, the Madsen mine will be overshadowed by the Red Lake mine currently 
operated by Newmont Goldcorp following the US$10 billion acquisition earlier this year. Newmont has 
said that it intends to reduce its asset base by as much as US$1.5 billion and has now publicly 
announced that a sales process is underway. We note that mining has effectively stopped there with 
the last quarterly report recording 40koz produced at an AISC of US$1621/oz. In our view it wouldn’t 
be a stretch to consider that an operator in the same locale, with existing management links to the 
Red Lake mine, would be in a leading position in any process. 

Additionally, Tamesis has identified 10 other deposits in the region, at varying stages of development, 
that could be approached on a toll treating basis or accretive acquisition opportunities given depressed 
capital markets. We note the DFS issued by Pure Gold has details of some of the satellite projects. 

Figure 37  - Production and Operating Costs 

 

Source: Tamesis, S&P Market Intelligence 
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Figure 38  - Production and Operating Costs 

Project Owner 
Resources 
(Mt) 

Grade (g/t 
Au) 

Contained 
(Moz Au) 

Red Lake Newmont Goldcorp 19.4 11.2 7.0 

Madsen Pure Gold Mining Inc 9.1 8.7 2.5 

Hasaga Premier Gold Mines Limited 67.4 0.8 1.8 

North Madsen Yamana Gold 33.1 1.2 1.3 

Phoenix Rubicon Minerals 5.5 6.4 1.1 

Rowan Lake West Red Lake Gold Mines 60%; Newmont Goldcorp 40% 4.5 7.6 1.1 

Rahill-Bonanza Newmont Goldcorp 56%; Premier Gold 44% 1.6 7.6 0.4 

East Bay unknown 1.4 8.0 0.4 

Newman Todd Confederation Minerals 70%; Redstar Gold 30% 2.0 3.4 0.2 

Dixie Lake Great Bear Resources 1.0 3.4 0.1 

Wilanour unknown 0.2 17.5 0.1 

Mt Jamie West Red Lake Gold Mines 0.0 13.4 0.0 
 

Source: Tamesis, S&P Market Intelligence 
 

 

The UK Investor 

Pure Gold is not domiciled in the UK and as such it will not get onto the FTSE Index lists. However, its 
secondary listing on the standard segment of the main board of the LSE brings it to the attention of the UK 
investor and allows them to invest alongside other UK domiciled gold companies. We believe it should be of 
significant interest for the following reasons: 

• Asset location. We cannot think of any gold company, developer or otherwise, listed in the UK that has 
assets in such a safe location. Generally, companies here have mines in Africa or Russia and the FSU. 
The silver producers, Fresnillo and Hochschild, operate mainly in Mexico and Peru.  

• Operational attributes. We have already discussed these in detail but carry competitive advantage 

not only over the UK but development projects globally.  

• Management. The UK does not have incubator management teams such as Oxygen Capital who have 
such strong track records in finding, developing and unlocking value within the mining industry. This is 
aside from the direct management team which has an equally excellent track record.  

• Valuation. There are not many precious metal companies trading on such a low P/NPV. It is too early 
to talking earnings metrics yet. But we note that according to our model the company is trading on a 
2021 EV/EBITDA of 2.2x which is competitive to say the least.  

Liquidity is currently low but rising – see Figure 39. As it continues to grow so we would expect more attention 
paid to what will, in our view, be the most interesting gold stock in the UK.   

 Figure 39  - Liquidity Analysis (LSE and TSX)   

 

Source: FactSet, Tamesis 
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Financial Statements and Analysis 

We shows our forecast P&L, Balance Sheet and Cashflow Statement below.  

Top Line & Steady State Growth  

Clearly, with the project in development stage all features of the P&L and cashflow are growing fast. 
Steady state EBITDA from 2021 onwards ranges C$90-100 million p.a. vs current market capitalisation 
of C$224 million.  

 
G&A and Corporate Overheads 

We assume flat mine site G&A of C$6 million and corporate overheads of approximately C$2.5 million per 
year (representing an average of US$103/oz produced over life of mine). Historically the company has been 
prudent on corporate overhead spending and we don’t see any reason why this would not continue 

 
Royalties and Tax Regime 

Canadian tax regime is relatively straightforward, with a 10% Ontario corporate tax and a 15% Canadian 
Federal mining tax. Additionally, there is a 10% Ontario mining tax. Allowable deductions including 
deprecation, and tax pools for Canadian Exploration Expenses and Canadian Development Expenses 
calculate an average tax rate of 28%. 

There is no capex holiday, but these deductions result in no Federal or Ontario corporate tax until 2022, 
and no Ontario mining tax payable until 2025. 

 

Funding and Cash Buildup 

In August, Pure Gold announced that the company had secured a US$90 million finance package with 
Sprott Resource Lending which allowed for the construction decision to be made for the Madsen mine. The 
financing comprises a credit facility of US$65 million and the option of a US$25 million gold stream. 

The facility has an interest rate of LIBOR plus 5.5%-6.75%, which is capitalised until March 2021. There 
are also completion and drawdown fees and a US$10/oz payment on the first 500koz produced. 

The callable gold stream provides US$25 million as prepayment for the delivery of 5% of gold production 
up to total production of 1 million ounces (approximately the total production in the current mine plan), 
and 2.5% thereafter. Sprott will pay 30% of the spot gold price for ounces delivered into the stream. Pure 
Gold has the option to buy back the stream in 2021 for US$35 million or US$38 million in 2022. We assume 
that at current prices the stream would be bought back in 2022 when the company has sufficient cash 
reserves.  

The total funds available to the company are well above our estimated total fundraising need of C$115 
million, comprising C$95 million construction costs, in line with the feasibility study, and a further C$20 
million to cover working capital, expenses and corporate costs whilst the project is in development – whilst 
maintaining a minimum cash balance. 

 Figure 40  - Net Cash Buildup 

 

Source: Tamesis 
 

(3)

(73) (87)

(39)

(0)

45

131

215

281

328
363

391
414

432

200

100

-

100

200

300

400

500

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032



 
 

 

 

Prepared by Tamesis Partners LLP 
See final two pages for important disclosures 

30 
 

 Following the capital expenditure, cash generation is strong – generating net cash of over C$430 million 
over the life of mine – exclusive of the satellite assets. At steady state the business is generating cUS$60-
70 million of free cash per year. 

It is too early to say what will be done with it, but we imagine some will go into further development work 
and hopefully the rest returned in the form of dividends. On current projections peak net debt is a very 
comfortable C$24.6 million – see block model at end of research. 

 

Income Statement 

C$ million 2017 2018 2019 2020 2021 2022 2023 2024 2025 

Gold Production (koz) - - - 14.7 62.6 79.7 87.5 85.2 122.8 

          

Total revenue - - - 29.4 125.2 159.4 175.0 170.5 245.6 

Total expenses (25.5) (30.8) (9.3) (14.8) (49.1) (58.9) (61.1) (64.8) (63.0) 

On site costs - - - (14.5) (59.7) (66.2) (67.2) (68.8) (65.0) 

Depreciation (0.0) (0.0) (0.1) 4.5 15.5 12.1 10.9 8.8 6.9 

Profit/(Loss) from operations (25.5) (30.8) (9.3) 14.6 76.2 100.5 113.8 105.7 182.7 

Total other income / expense 0.8 0.2 (2.7) (4.8) (40.6) (4.0) (3.3) (2.6) (1.9) 

Finance expense (0.0) (0.0) (1.9) (1.2) (36.5) - - - - 

Profit/(Loss) before income taxes (24.6) (30.6) (12.0) 9.8 35.6 96.5 110.5 103.1 180.8 

Income tax 0.0 3.4 - - - (11.2) (20.0) (20.7) (56.3) 

Net Profit/(Loss) for the period (24.6) (27.2) (12.0) 9.8 35.6 85.3 90.5 82.4 124.5 

          

EBITDA (30.8) (9.2) 10.1 60.7 88.4 102.9 96.8 175.8 159.4 
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Balance Sheet 

C$ million 2017 2018 2019 2020 2021 2022 2023 2024 2025 

Total assets 27.6 21.0 116.0 151.2 222.5 249.0 324.9 391.7 499.4 

Current assets 4.4 3.1 75.9 30.1 60.9 47.5 68.6 99.6 168.2 

Cash and short-term investments 3.9 3.0 75.0 24.8 55.0 40.9 62.8 91.7 160.4 

Amounts receivable 0.1 0.1 0.2 2.6 3.3 4.0 3.2 5.3 5.1 

Prepaid expenses 0.3 0.0 0.7 2.6 2.5 2.5 2.5 2.5 2.5 

Non-current assets 19.8 19.9 40.1 121.1 161.6 201.5 256.3 292.1 331.3 

Exploration and evaluation assets 11.0 11.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 

Property, plant and equipment 6.6 6.6 30.5 111.4 152.0 191.9 246.6 282.5 321.6 

Total liabilities 3.7 3.7 68.5 94.0 93.3 48.2 39.9 31.3 22.7 

Current liabilities 1.2 1.1 1.0 3.4 3.7 3.7 3.9 3.7 3.6 

Accounts payable and accrued liabilities 0.2 0.1 - 2.4 2.7 2.7 2.9 2.7 2.6 

Non-current liabilities 2.5 2.5 67.6 90.7 89.6 44.4 36.0 27.6 19.1 

Facility - - 23.5 46.7 48.7 44.4 36.0 27.6 19.1 

Stream - - 44.0 44.0 41.0 - - - - 
 

Cashflow Statement 

C$ million 2017 2018 2019 2020 2021 2022 2023 2024 2025 

Net cash used in operating activities (11.5) (7.8) (9.1) 8.1 60.4 76.5 83.9 73.9 119.5 

Net loss for the period (10.4) (7.7) (12.0) 9.8 68.8 45.3 90.5 82.4 124.5 

Items not affecting cash (0.9) (0.1) 2.5 0.3 (8.1) 31.8 (7.6) (6.3) (5.0) 

Depreciation (0.0) (0.0) (0.1) 4.5 15.5 12.1 10.9 8.8 6.9 

Finance expense (0.0) (0.0) (1.9) (1.2) (3.3) (40.0) - - - 

Interest income 0.1 0.2 (0.7) (3.6) (4.1) (4.0) (3.3) (2.6) (1.9) 

Changes in non-cash working capital (1.5) (0.0) (0.2) (2.0) (0.3) (0.7) 1.0 (2.3) 0.0 

Accounts payable and accrued liabilities 0.2 0.1 - 2.4 2.7 2.7 2.9 2.7 2.6 

Prepaid expenses 0.3 0.0 0.7 2.6 2.5 2.5 2.5 2.5 2.5 

Amounts receivable 0.1 0.1 0.2 2.6 3.3 4.0 3.2 5.3 5.1 

Net cash used in / provided by investing activities (4.1) (0.1) (23.5) (76.4) (25.1) (27.8) (43.9) (27.0) (32.3) 

Purchase of property, plant and equipment (0.3) (0.0) (23.4) (76.4) (25.1) (27.8) (43.9) (27.0) (32.3) 

Net cash provided by financing activities (8.4) (19.9) 103.2 18.2 (5.2) (62.8) (18.0) (18.0) (18.5) 

Proceeds from share issuance - - 47.5 - - - - - - 

Proceeds from financing (6.3) (20.9) 17.8 20.0 - (4.2) (8.4) (8.4) (8.4) 

Repayment of facility - - - - - (4.2) (8.4) (8.4) (8.4) 

Facility associated fees - - (2.6) (0.7) (0.8) (1.1) (1.2) (1.1) (1.6) 

Stream payments - - 32.5 (1.0) (4.4) (53.3) - - - 

Net increase / decrease in cash (3.1) (27.8) 70.7 (50.1) 30.1 (14.1) 22.0 28.8 68.8 

Cash - beginning of the period 5.0 1.9 4.3 74.9 24.8 55.0 40.9 62.8 91.7 

Cash - end of the period 1.9 4.3 74.9 24.8 55.0 40.9 62.8 91.7 160.4 
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Board and Management 

Pure Gold has a strong management team with proven success in financing, constructing, and 
ultimately realising value for shareholders. CEO Darin Labrenz has history working in the Red Lake 
district, previously as Head Geologist for the Red Lake Mine. The company is linked to Mark O’Dea’s 
Oxygen Group, a merchant banking house that specialises in creating value for mining 
development companies. Oxygen has previously developed and sold five mining companies to date 
(Fronteer Gold, True Gold, Blue Gold, Aurora Energy Resources, True North Nickel) 

The company’s board and management are as follows: 

Board of Directors 

Graeme Currie - Chairman 

Mr. Currie most recently served as Director, Investment Banking at Canaccord Genuity Limited 
where he concentrated specifically on the junior mining sector. He retired from Canaccord in 
August 2012. Prior to his role in Investment Banking he was with Canaccord as a Senior Mining 
Analyst who focused, for over 22 years, on the junior mining sector. Mr. Currie has over three 
decades of industry experience directed specifically on junior exploration and development 
companies worldwide and has extensive knowledge of the capital markets as it relates to the 
mineral exploration and mining industry. 

Mark O'Dea Ph.D., P.Geo. - Director 

Dr. O’Dea is a mining industry entrepreneur. A seasoned geologist and deal maker, Dr. O’Dea has 
built and financed international mining companies from Canada to Africa, taking them from 
exploration and discovery to development and operations. His companies are built on a common 
foundation: high-quality, long-life projects with lasting economic opportunities, community 
benefits and environmental protection. Most recently, Dr. O’Dea co-founded and served as 
executive chairman of True Gold Mining. After building the Karma Heap Leach Gold Mine in Burkina 
Faso, West Africa, True Gold was sold to Endeavour Mining in 2016. As co-founder and CEO of 
Fronteer Gold, Dr. O’Dea grew the company from startup to its 2011 sale to Newmont Mining 
Corp., a deal that included the spin-out of Liberty Gold. 

He also co-founded and served as Chairman of True North Nickel and CEO of Aurora Energy, sold 
to RNC Minerals and Paladin Energy in 2014 and 2011, respectively. Founder of Oxygen Capital 
Corp., Dr. O’Dea is currently chairman of Liberty Gold, director of Pure Gold Mining, Discovery 
Metals, and Sun Metals. His many honours include EY’s Entrepreneur of the Year for 2014 in the 
Pacific mining and metals category, the Globe and Mail’s Top 40 Under 40, and the Association for 
Mineral Exploration British Columbia’s Murray Pezim Award for perseverance and success in 
financing mineral exploration. 

Robert Pease – Director 

Mr. Pease has been involved with mineral exploration and mine development projects worldwide 
for the past 30 years. In 2006, Mr. Pease formed Terrane Metals Corp. with the intent to develop 
the Mt Milligan Gold-Copper project northwest of Prince George. Terrane advanced the project 
through exploration, development, and mine permitting. Construction commenced in the spring 
2010, and ultimately Terrane Metals was acquired by Thompson Creek Mining in late 2010 for 
$700 million. He is also a former Director and Strategic Advisor to Richfield Ventures Corp., a junior 
gold mining company who discovered Blackwater gold project in British Columbia. Richfield was 
acquired in 2011 by New Gold Inc for $500 million. Prior to becoming President and CEO of 
Terrane, Mr. Pease was employed by the Placer Dome group for the majority of his professional 
career. 

Troy Fierro - Director 

Mr. Fierro is a successful mining engineer with over 30 years of industry experience. He has 
previously held executive positions with Fronteer Gold Inc., Metallica Resources Inc., and Coeur 
d'Alene Mines, where he has overseen the development, construction or management of mines in 
Nevada, Mexico, Argentina, Chile, and Alaska. At Fronteer, Mr. Fierro acted as COO, and at 
Metallica, he was Vice President Operations where he played the lead role in the construction of 
the Cerro San Pedro Mine in Mexico. Mr. Fierro was also a director of Grayd Resources as well as 
Timberline Resources. Mr. Fierro graduated with a Bachelor of Science - Mine Engineering from 
South Dakota School of Mines where he serves on the Advisory Board. 
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Lenard Boggio - Director 

Mr. Boggio was a Partner with PricewaterhouseCoopers LLP (and previously Coopers & Lybrand 
LLP) from 1988 until his retirement from PwC in May 2012. During that time, he was Leader of the 
B.C. Mining Group of PwC, a senior member of PwC's Global Mining Industry Practice and an audit 
practitioner for publicly listed Canadian, U.S. and U.K. mineral resource and energy clients. The 
scope of his clients' activities included exploration, development and production stage operations 
in the Americas, Africa, Europe and Asia. Mr. Boggio holds a B.A. and B.Comm. from the University 
of Windsor, Ontario, is a Fellow of the Institute of Chartered Accountants of British Columbia, and 
a member of the Institute of Corporate Directors. 

Darin Labrenz P.Geo. - President, CEO & Director 

Mr. Labrenz is a registered professional geologist with over 25 years of experience in the mineral 
exploration industry. Most recently, Mr. Labrenz was Vice President Business Development for 
Terrane Metals Corp., a BC based development company that was acquired by Thompson Creek 

Metals in 2010. Prior to Terrane, Mr. Labrenz was employed by the Placer Dome group, where he 
was responsible for the design and supervision of exploration programs, management of geological 
activities at both underground and open pit mining operations, as well as technical support and 
geological management of several feasibility studies and economic evaluations. Mr. Labrenz has 
significant experience in the Red Lake Camp, including former Chief Geologist at the Campbell 
Mine. 

Management 

Darin Labrenz P.Geo. - President, CEO & Director 

As above 

Sean Tetzlaff CPA, CA - Chief Financial Officer and Corporate Secretary 

Sean Tetzlaff is an experienced financial professional with over 20 years of experience in the mining 
industry. Recently he served as Chief Financial Officer and Corporate Secretary of Blue Gold Mining, 
which merged with Riverstone Resources in 2012 to become True Gold Mining. He also served as 
CFO, VP Finance and Corporate Secretary of Fronteer Gold from 2005 to 2011. During this time, 
he had oversight of financial, legal, and contractual matters for all of Fronteer Gold operations and 
international subsidiaries. He was responsible for the successful execution of numerous equity 
investments, asset divestitures, and merger and acquisitions transactions including the sale of 
Fronteer to Newmont for $2.3 billion in 2011. Mr. Tetzlaff also served as CFO of Aurora Energy 
Resources from 2006 to 2008, helping the company grow from initial public offering through to 
the advancement of one of the world's largest undeveloped uranium deposits. Mr. Tetzlaff has a 
tax background, having worked with KPMG LLP from 2000 to 2004. 

Phil Smerchanski M.Econ.Geol., P.Geo - Vice President, Exploration 

Mr. Smerchanski is a registered professional geologist and has more than fifteen years of 
exploration experience with Falconbridge, Inco, and Anglo American, and as a senior consultant 
to mid-tier and major mining companies. Mr. Smerchanski has developed base and precious metals 
expertise through field experience on ore systems across North America, and the Southern 
Hemisphere. In Red Lake, he has recently consulted to Goldcorp as a technical advisor on their 
high grade generative exploration team, including targeting at the new HG Young discovery. He is 
committed to resource discovery and evaluation through the integration of multidisciplinary 
geoscience datasets and experts.  

Ken Donner P.Eng, MBA, PMP - Vice President, Operations 

Mr. Donner is a registered professional engineer with over 30 years of experience in the 
development, construction and operation of mines. He has worked across Canada, in far eastern 
Russia, Greenland, New Zealand and the United States. Much of Mr. Donner’s career has focused 
on high grade deposits leading to an extensive knowledge in the management and operation of 
such underground mines. Most recently, he was Construction Manager with AMEC on Newmont’s 
Leeville #3 Vent Shaft project, which was delivered on time and under budget. Previous experience 
includes Homestake’s Snip mine, Bema’s Julietta mine, De Beers’ Snap Lake mine and Oceana 
Gold’s Frasers mine. Mr. Donner holds a Masters Certificate in Project Management from University 
of Victoria, an MBA specializing in Technology/Engineering Management from Bellevue City 
University and a Geological Engineering degree from University of Windsor. 
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Christopher Lee MSc, PGeo - Chief Geoscientist 

Mr. Lee is a registered professional geologist with over 25 years of experience in mineral 
exploration and resource evaluation. He specializes in structural analysis of ore deposits for 
application to grade control, resource estimation and generation of predictive exploration models. 
Mr. Lee spent seven years with SRK providing specialist structural geology guidance for projects 
located globally, across a variety of commodities and at all stages from exploration through to 
development and production. He has significant experience in the Red Lake district, including the 
Goldcorp Challenge where he placed as a semi-finalist. Most recently, Mr. Lee was Chief 
Geoscientist at True Gold Mining and Fronteer Gold where he was the Qualified Person responsible 
for resource modelling, estimation and growth of over 14 million ounces of gold in mining assets 
located in Burkina Faso, Turkey and Nevada. 
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Block Model 

 
 

  

Pure Gold Mining PGM/PUR CASH FLOW ANALYSIS - C$m

TSX/LSE 2018A 2019E 2020E 2021E 2022E

As at 30-Sep-19

Cash Flows From Operating Activities (8) (10) 8 60 76

Net Loss (8) (12) 1 38 21

Share Price (GBp) 37 Target Price (GBp) 54 Items not affecting cash (0) 2 9 23 56

Share Price (C$) 0.58 Target Price (C$) 0.91 Change in working capital (0) (0) (2) (0) (1)

Model Derived: Model Derived: Cash Flows From Investing Activities (0) (23) (76) (25) (28)

NAV (US$m, 7%) 328 NAV (GBP, 7%) 197 Acq.of Property, Plant and Equip. (0) (23) (76) (25) (28)

Exploration - - - - -

Ordinary Shares (M) 361 Interest Received (0) 0 - - -

Cash Flows From Financing Activities (20) 103 18 (5) (63)

Market Cap (C$m) 210 Market Cap (GBPm) 126 161 Proceeds from Financing (21) 18 20 - (4)

Enterprise Value (C$m) 135 Enterprise Value (GBPm) 81 104 Financing Costs (1) (3) - - -

Other 2 89 (2) (5) (59)

Price Assumptions Net Increase In Cash Held (28) 71 (50) 30 (14)

2018A 2019E 2020E 2021E 2022E Cash At End of Year 4 75 25 55 41

Realised Price (US$/oz Au) 1,500 1,500 1,500 1,500 1,500

CAD:USD 1.30 1.30 1.30 1.30 1.30

USD:GBP 1.67 1.67 1.67 1.67 1.67

BALANCE SHEET ANALYSIS - C$m

2018A 2019E 2020E 2021E 2022E

Current Assets 3 76 30 61 47

Cash and cash equivalents 3 75 25 55 41

FINANCIAL SUMMARY - C$m Trade and other receivables 0 0 3 3 4

2018A 2019E 2020E 2021E 2022E Inventories 0 1 3 3 2

Other assets 0 - 0 0 0

Revenue - - 29 125 159

EBITDA (31) (9) 10 61 88 Non-Current Assets 20 40 112 122 137

Profit before Tax (31) (12) 1 38 32 Mining tenements & PP&E 18 38 110 120 136

Profit after Tax (27) (12) 1 38 21 Other assets 2 2 2 2 2

Earnings per Share (0.08) (0.03) 0.00 0.10 0.06 Current Liabilities 0 - 2 3 3

Operating Cashflow per share (0.04) (0.04) 0.02 0.17 0.21 Trade and other payables 0 - 2 3 3

Free Cash Flow (unlevered) per Share (0.04) (0.14) (0.24) 0.03 (0.04) Current debt 1 1 1 1 1

Other liabilities (1) (1) (1) (1) (1)

P/E - - 269.7x 5.5x 9.9x

EV/EBITDA - - 13.4x 2.2x 1.5x Non-Current Liabilities 3 68 91 90 44

Price / Operating Cash Flow - - 27.1x 3.6x 2.9x Long term debt - 24 47 49 44

Price / unlevered FCF - - - 17.6x - Other liabilities 3 44 44 41 -

Equity 20 48 49 90 138

Net Cash/(Debt) 2 51 (23) 5 (5)

PROFIT AND LOSS STATEMENT - C$m

2018A 2019E 2020E 2021E 2022E

Sales Revenue - - 29 125 159 DIVISIONAL EBITDA  - C$m 2018A 2019E 2020E 2021E 2022E

Operating Costs (31) (9) (24) (80) (83)

Gross Profit (31) (9) 6 45 76 Madsen (31) (9) 10 61 88

Interest expense (0) (2) (1) (3) (40)

Other expenses 0 (1) (4) (4) (4)

PBT (31) (12) 1 38 32

Taxation 3 - - - (11)

NPAT (27) (12) 1 38 21

EBITDA (31) (9) 10 61 88

PRODUCTION (koz Au) 2018A 2019E 2020E 2021E 2022E

Madsen - - 15 63 80

Cash Costs (US$/oz)

VALUATION C$m GBPm

Madsen 321 193 Madsen - - 757 733 638

Cash (estimate Q3/2019) 88 53 AISC (US$/oz)

PV Stream (49) (29)

Debt drawn (estimate Q3/2019) (13) (8) Madsen 1196 973 861

Project Total 348 209

SG&A, Working Capital (20) (12)

TOTAL NAV 328 197

NPV per Share 0.91 0.54
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Copyright and Risk Warnings 

Pure Gold Mining Corp.  (the “Company”) is a corporate client of Tamesis Partners LLP. 

Tamesis Partners LLP (“Tamesis”) has received remuneration for providing investment banking services and other services to the Company in the 

past twelve months and may continue to do so.    

This note is a marketing communication and NOT independent research. As such, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research and this note is NOT subject to the prohibition on 
dealing ahead of the dissemination of investment research. 

Not an offer to buy or sell 

Under no circumstances is this note to be construed to be an offer to buy or sell or deal in any security and/or derivative instruments. It is not an 

initiation or an inducement to engage in investment activity under section 21 of the Financial Services and Markets Act 2000. 

Note prepared in good faith and in reliance on publicly available information 

Comments made in this note have been arrived at in good faith and are based, at least in part, on current public information that Tamesis considers 
reliable, but which it does not represent to be accurate or complete, and it should not be relied on as such. The information, opinions, forecasts and 
estimates contained in this document are current as of the date of this document and are subject to change without prior notification. No 
representation or warranty either actual or implied is made as to the accuracy, precision, completeness or correctness of the statements, opinions 
and judgements contained in this document. 

Tamesis’ and related interests 

The persons who produced this note may be partners, employees and/or associates of Tamesis. Tamesis and/or its employees and/or partners and 
associates may or may not hold shares, warrants, options, other derivative instruments or other financial interests in the Company and reserve the 
right to acquire, hold or dispose of such positions in the future and without prior notification to the Company, or any other person. 

Information purposes only 

This document is intended to be for background information purposes only and should be treated as such. This note is furnished on the basis and 

understanding that Tamesis is under no responsibility or liability whatsoever in respect thereof, to the Company, or any other person. 

Investment Risk Warning 

The value of any potential investment made in relation to companies mentioned in this document may rise or fall and sums realised may be less than 
those originally invested. Any reference to past performance should not be construed as being a guide to future performance. 

Investment in small companies, and especially mineral exploration companies, carries a high degree of risk and investment in the companies or 
minerals mentioned in this document may be affected by related currency variations. Changes in the pricing of related currencies and or commodities 
mentioned in this document may have an adverse effect on the value, price or income of the investment. 

Distribution 

This note is not for public distribution, nor for distribution to, or to be used by, or to be relied upon by any person other than the Company. Without 
limiting the foregoing, this note may not be distributed to any persons (or groups of persons), to whom such distribution would contravene the UK 
Financial Services and Markets Act 2000 or would constitute a contravention of the corresponding statute or statutory instrument in any other 

jurisdiction. 

Disclaimer 

This note has been forwarded to you solely for information purposes only and should not be considered as an offer or solicitation of an offer to sell, 
buy or subscribe to any securities or any derivative instrument or any other rights pertaining thereto (“financial instruments”). This note is intended 

for use by professional and business investors only. This note may not be reproduced without the prior written consent of Tamesis. 

The information and opinions expressed in this note have been compiled from sources believed to be reliable but, neither Tamesis, nor any of its 
partners, officers, or employees accept liability from any loss arising from the use hereof or makes any representations as to its accuracy and 
completeness. Any opinions, forecasts or estimates herein constitute a judgement as at the date of this note. There can be no assurance that future 
results or events will be consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication or guarantee 
of future performance, and no representation or warranty, express or implied is made regarding future performance. This information is subject to 
change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may not contain all material information concerning 

the company and its subsidiaries. Tamesis is not agreeing to nor is it required to update the opinions, forecasts or estimates contained herein.  

The value of any securities or financial instruments mentioned in this note can fall as well as rise. Foreign currency denominated securities and 
financial instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such 
securities or financial instruments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to 
substantial risk and are not suitable for all investors. This note does not have regard to the specific instrument objectives, financial situation and the 
particular needs of any specific person who may receive this note. 

Tamesis (or its partners, officers or employees) may, to the extent permitted by law, own or have a position in the securities or financial instruments 
(including derivative instruments or any other rights pertaining thereto) of any company or related company referred to herein, and may add to or 
dispose of any such position or may make a market or act as principle in any transaction in such securities or financial instruments. Partners of 
Tamesis may also be directors of any of the companies mentioned in this note. Tamesis may, from time to time, provide or solicit investment banking 
or other financial services to, for or from any company referred to herein. Tamesis (or its partners, officers or employees) may, to the extent permitted 
by law, act upon or use the information or opinions presented herein, or research or analysis on which they are based prior to the material being 

published. 
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Further Disclosures for the United Kingdom 

This note has been issued by Tamesis Partners LLP which is authorised and regulated by the Financial Conduct Authority. This note is not for 
distribution to private customers. 

This note is not intended for use by, or distribution to, US corporations that do not meet the definition of a major US institutional investor in the 
United States or for use by any citizen or resident of the United States. 

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed 
to another party, without the prior written consent of Tamesis. Securities referred to in this note may not be eligible for sale in those jurisdictions 
where Tamesis is not authorised or permitted by local law to do so. In particular, Tamesis does not permit the distribution or redistribution of this 
note to non-professional investors or other persons to whom disclosure would contravene local securities laws. Tamesis expressly disclaims and will 
not be held responsible in any way, for third parties who affect such redistribution. © 2019 

 


