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Premier Gold Mines Limited (TSX: PG) – Initiating Coverage – Ramping Up Production at Two Gold 
Mines  
 
Sector/Industry: Junior Mining                             

Click here for more research on the company and to share your views 
 
Market Data (as of August 14, 2019) 

Current Price C$2.26 
Fair Value C$3.35 
Rating* BUY 
Risk* 4 
52 Week Range C$1.39 - C$2.55 
Shares O/S 210,450,482 
Market Cap C$475.62 mm 
Current Yield N/A 
P/E (2019 forward) N/A 
P/B 1.2x 
YoY Return 11.9% 
YoY TSX -1.8% 

*see back of report for rating and risk definitions 
* All figures in US$ unless otherwise stated 
* Moz: million ounces 
* Koz: thousand ounces  
* AT – NPV: After Tax - Net Present Value 
* AT – IRR: After Tax – Internal Rate of Return 
 

 
 - 

Highlights 
 Premier Gold Mines Limited (“Premier”, “company”) is advancing a portfolio of eight 

projects, including two operating mines, two advanced development stage projects, and 
four exploration stage projects. Among the eight projects, one is in Mexico, four are in 
Nevada, and three are in Ontario.  

 The projects have a combined proved and probable reserves of 3 Moz, an additional 
measured and indicated resource of 3.5 Moz, and an inferred resource of 3.6 Moz.  

 Of the two producing assets, one is the 100% owned Mercedes mine in Sonora, 
Mexico, that is expected to produce 75 Koz  - 85 Koz in 2019, at a cash cost of $730 - 
$780 per oz gold. The other is the South Arturo mine in Nevada, which is 40% held by 
Premier and 60% by operator Barrick Gold (TSX: ABX). South Arturo, located just 5 
km northwest from Barrick’s largest gold mine (Goldstrike), is expected to resume 
production this year.  

 Premier is also aggressively advancing its two advanced stage assets – the Greenstone 
Gold Mines property in Ontario (50/50 joint venture between Premier and Centerra Gold / 
TSX: CG) that has a completed Feasibility Study (“FS”) on the Hardrock open-pit 
deposit, and the 100% owned Cove project in Nevada where Premier has completed a 
Preliminary Economic Assessment (“PEA”). Hardrock’s FS showed an After Tax – Net 
Present Value (“AT-NPV”) at 5% of C$709 million at $1,250 per oz gold, and Cove’s 
PEA showed an AT - NPV at 5% of $142 million at $1,250 per oz gold. 

 Based on gold sales of 77 Koz and silver sales of 237,500 oz in 2019, we estimate 2019 
revenues to be $108 million. Our 2020 revenue forecast is $122 million, which is based 
on gold sales of 87.5 Koz and silver sales of 250 Koz.  

 Healthy balance sheet with $26 million in cash at the end of Q2-2019, with a relatively 
low debt to capital of 10%. As of March 31, 2019, the Greenstone Gold Mines property, 
and the McCoy-Cove property, had combined required earn-in obligations by Centerra 
and Barrick of approximately $82 million. 

 We estimate the company’s shares are trading at $113 per oz reserves versus the 
gold producers’ average of $274 per oz. 

 We are initiating coverage on Premier at BUY with a fair value estimate of C$3.35 per 
share.  

 
Risks 
 The value of the company is highly dependent on gold prices.  
 Ability to ramp up production.  
 There is no guarantee that the company will be able to extend South Arturo’s mine life 
 Development and permitting risks. 
 Exploration success. 
 Foreign exchange risks.  

 

 
                *2016 figures were converted to US$ at C$/US$ of 1.32. 

 

https://www.researchfrc.com/
https://www.researchfrc.com/
https://www.researchfrc.com/website/company/premier/
https://www.researchfrc.com/website/company/premier/
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Overview 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Premier Gold Mines Limited, headquartered in Thunder Bay, Ontario, Canada, was formed 
in 2006, when it was spun out from Wolfden Resources as a pure gold exploration 
company with assets in Ontario. Ewan Downie, Founder and CEO of Wolfden, also took 
over the role of Premier CEO. Wolfden was acquired by Zinifex Ltd. in 2007 for C$363 
million. From inception to 2015, Premier aggressively explored a number of gold assets 
primarily in Nevada and Ontario. In 2015, the company acquired a 40% interest in the South 
Arturo project in Nevada from Goldcorp (Barrick owns the remaining 60%), which was 
advanced to production in 2016. In 2016, the company also acquired a 100% interest in the 
Mercedes mine in Sonora, Mexico, from Yamana Gold (TSX: AUY), and became the owner 
of two gold producers.  
 
Premier is currently advancing a portfolio of eight projects including two operating mines, 
two advanced development stage projects, and four exploration stage projects. Among the 
eight projects, one is in Mexico, four are in Nevada, and three are in Ontario. 
 

Premier’s Portfolio 

 
Note: Barrick Gold (61.5%) and Newmont (38.5%) recently formed a JV named Nevada Gold Mines 
combining their assets in Nevada.  

 
Source: Company / FRC 

 

https://www.researchfrc.com/
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Geographically Diversified Portfolio 

 
Source: Company 

 
The following chart shows the growth in Premier’s reserves and resources since 2015. The 
company currently has combined proved and probable reserves of 3 Moz, and an 
additional measured and indicated resource of 3.5 Moz, and an inferred resource of 3.6 
Moz. Resources are spread across five of Premier’s eight properties.  
 

Reserve / Resource Growth 

 
Source: Company 

 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Reserve and Resources by Project (Attributable to Premier) 

 
Source: Company 

 
Premier produced 90 Koz gold,  and 322 Koz silver in 2018, at a cash cost of $771 per 
oz, and an all-in-sustaining-cost (“AISC”) of $917 per oz. In 2018, the company generated 
$114 million in revenues and $30 milion in EBITDA. Production declined at both mines in 
2018. At South Arturo, 2018 production came from low-grade stockpiles following 
completion of Phase 2 open pit mining in 2017. Mercedes’ production was impacted in 2018 
due to a redesign of stopes at new mining zones, which resulted in lower tonnage and grades. 
Management’s guidance for 2019 is 75 Koz – 85 Koz gold from Mercedes, and 5 Koz -10 
Koz from South Arturo. Production is expected to ramp up in 2020, as the company 
commences commercial production of South Arturo’s El Nino underground extension and 
Phase 1 open-pit.  
 
The following charts show the company’s historic production and operating performance, 
along with our 2019 and 2020 forecasts.  
 
 
 
 

https://www.researchfrc.com/
https://www.researchfrc.com/


 

Page 5 
 

 

2019 Fundamental Research Corp.               “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”                            www.researchfrc.com                                                                                                                
PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
South Arturo 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
Source: Company / FRC 

Overview 
Premier holds a 40% interest in the South Arturo mine. Barrick owns the remaining 60%, and 
is the mine’s operator.  Premier acquired its 40% in 2015 from Goldcorp for $37 million in 
cash, and a 5% interest in Premier’s Rahill-Bonanza project in Red Lake, Ontario. Goldcorp 
also subscribed to $12.5 million of an equity financing completed by Premier shortly after 
this transaction. The mine is subject to gross royalties (4% to 9%) due to Franco-Nevada 
(TSX: FNV).  
 
Location 
The property is located in the northern end of the prolific Carlin trend, approximately 48 km 
northwest of Carlin, Nevada. It is just 5 km northwest from Barrick’s Goldstrike mine – 
the largest gold mine in North America. Since 1986, Goldstrike has produced 
approximately 45 Moz of gold. In 2018, the mine produced 2.1 Moz at a cost of $818 per oz. 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Project Location 

 

 
Source: Company 

 
History 
The project was in production (from the Dee open pit mine) from 1984 to 1999, by a 
partnership led by Rayrock Mines Inc. A total of 605 Koz of gold was produced from oxide 
ore. Although underground mining commenced in 1999 (through a decline from the bottom 
of the Dee pit), operations were terminated in the following year due to low gold prices. 
Barrick earned its 60% interest when it formed a partnership with Rayrock in 1997, to 
explore the property. Rayrock was acquired by Glamis in 1999, and Glamis was 
subsequently acquired by Goldcorp in 2007, resulting in Goldcorp earning a 40% interest in 
the project. As mentioned earlier, Premier acquired Goldcorp’s 40% interest in 2015. Our 
discussions with management indicated that Goldcorp sold its interest to focus on its core 
assets.  
 
 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Barrick discovered the South Arturo deposit beneath the dumps of the Dee open pit mine in a 
drill program in 2005. In total, the project has a database of 3,713 drill holes totaling 621,900 
m – more than half of this drilling was conducted by Barrick. Barrick and Premier put the 
project back into production in 2016, from another open pit, named Phase 2. Phase 2 
was mined out by the end of 2017, followed by production from stockpiles in 2018, which 
was completed in the same year. In total, the mine has produced over 1 Moz since 1984. 
Mineralized material (refractory) was processed at Barrick's Goldstrike mine. 
 

Historic Production at South Arturo 

 
Source: Company / FRC 

 
A detailed production profile of the past two years are shown below. Premier’s 40% share of 
production, in 2018, was 21 Koz (all of which came from stockpiles) versus 57 Koz in 2017. 
At $300 - $400 per oz cash cost, the mine was running at a significantly low cost primarily 
because of its high grade, and proximity to Goldstrike. The mine’s gross margin averaged 
70% in 2017-2018; significantly higher than the gold industry average of 30% (Source: S&P 
Capital IQ).  

 

 
• Q2-2019 production is from processing low grade stockpile ore from Phase 2. 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Source: Company / FRC 

 
Current Initiatives 
Barrick and Premier are currently focused on resuming production at South Arturo by 
advancing two developments (El Nino underground and Phase 1 open-pit) to production. 
These initiatives resulted in the significant increase in expansionary CAPEX ($10.6 million 
in H1-2019) noted in the above table. Premier’s share of CAPEX is estimated to be $39 
million in 2019. 
 

El Nino Underground and Phase 1 Open Pit Developments 

 

 
Source: Company 

 
The El Nino underground mine, which will be accessed via a portal within the mined out 
Phase 2 pit, is expected to be in production in H2-2019. The Phase 1 pit is expected to be in 
production in H2-2020. 
 
 

https://www.researchfrc.com/
https://www.researchfrc.com/
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At the end of 2018, the project (Premier’s 40% interest) was estimated to hold reserves of 
275 Koz (3.01 gpt), as well as a measured and indicated resource of 310 Koz (1.05 gpt) at the 
Phase 1 open-pit and El Nino underground combined. 

 
Source: Company 

 
A 2018 technical reported prepared by RPA Inc. showed a potential 7 year mine life for 
El Nino, and Phase 1 combined, to produce a total of 544 Koz, including two years of 
high production at 170 Koz per year. The project’s mineralization is similar to other 
deposits in the Carlin trend (breccia hosted Carlin-type). The oxide ore was orignally 
intended to be processed at Barrick’s oxide milling circuit at the Cortez site (located 85 miles 
from South Arturo). However, this plan might change as Barrick and Newmont (NYSE: 
NEM) recently formed a joint venture in Nevada. The refractory ore will be processed at the 
Goldstrike roaster, and heap leach ore will be separated for possible processing in the future. 
According to the company, over 1.5 Mt of heap leach material has been stripped at the Phase 
1 open pit. Premier is planning to apply for a permit to operate a heap leach facility, and 
if approved, will commence construction in 2020. 
 
The 2018 report showed an AT-NPV at 5% of $23 million (100% interest in South Arturo), 
based on a gold price of $1,200 per oz.  
 

 

  
Source: Company 

 
Management estimates pre-commercial production of 5 Koz – 10 Koz in 2019, and has not 
provided any guidance for 2020.  Based on the 2018 report’s estimate of 23 Koz – 27 Koz 
per year production in years 1 and 2, we believe the project is likely to report similar 
production in 2020, implying approximately 10 Koz for Premier.  

https://www.researchfrc.com/
https://www.researchfrc.com/
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Mercedes 
Mine, Mexico 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Despite the low NPV, South Arturo remains a key asset for Premier because of its near-
term production potential as well as potential to mine other targets on the property. 
Note that the mine’s total operating income to Premier in 2017, and 2018, was $42 
million, which exceeds the $37 million cash component of the acquisition price.  
 
The company completed five underground holes in Q1-2019, and expects to complete a 
significant surface and underground drill program (budgeted at $3 million) in 2019. A key 
target is East Dee, which is located immediately east of the Phase 1 pit, and has the potential 
to become a new mining area. Barrick and Premier are also evaluating the potential for 
production from the Phase 3 open-pit, shown in the image on page 8.  
 
Overview 
In September 2016, Premier acquired a 100% interest in the Mercedes mine from Yamana 
Gold for $143 million, of which, $122 million was paid in cash, and the remaining $21 
million paid in shares (6 million shares at C$4.05 per share plus 3 million warrants). Premier 
also granted a 1% net smelter return royalty on production, starting on the earlier of the date 
on which the mine produces 450 Koz or September 2022.  
 
Location 
The Mercedes mine (69,285 ha of 43 mineral concessions) is located in the State of Sonora in 
northern Mexico, approximately 250 km northeast of Hermosillo, Mexico, and 300 km south 
of Tucson, Arizona.  
 

Project Location 

 
Source: Company 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Processing Facilities 

 
Source: Company 

 
The mine has a 2,000 tpd underground gold-silver mine. Processing facilities include three-
stage crushing, and conventional milling with Merrill-Crowe recovery of gold and silver. 
 
History 
The property was primarily explored in the 1990s and 2000s. In 2007, Yamana took control 
over the property. From 2007 – 2017, a total of 1,966 holes were drilled, totaling 
approximately 480,000 m. Production commenced in 2011. From 2011 to the end of Q2-
2019, the mine produced 714 Koz gold and 7 Moz silver. Although the throughput rate has 
stayed high (averaging approximately 1,840 tpd in recent years), the average grades have 
been declining because the majority of recent production has come from Diluvio, which is a 
lower grade bulk mining opportunity. The company is currently planning to move production 
primarily to other higher grade zones.  
 

Historic Production 

 
Source: Company / FRC  

 
A detailed production profile of the past two years is shown below. In 2018, production 

https://www.researchfrc.com/
https://www.researchfrc.com/
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dropped YoY from 83 Koz to 69 Koz gold, because the company was involved in a redesign 
of stopes at new mining zones (Diluvio, Lupita, and Rey de Oro – see image on page 13), 
which resulted in lower tonnage and grades. However, production picked up in Q1-2019, 
and was up 17% YoY to 18 Koz. Q2-2019 production was up 13% YoY to 16 Koz. H1-
2019 cash costs dropped 10% YoY to $911 per oz. AISC remained high at $1,173 per oz 
due to sustaining CAPEX. At 27% in H1-2019, the mine’s gross margin was lower than the 
gold industry’s 30%. Premier expects 2019 production to be 75 Koz - 85 Koz, at a cash 
cost of $730 - $780 per oz, and an AISC of $900 to $950 per oz. 
 

 

 
Source: Company / FRC  

 
Reserve / Resource Esimate 
Gold-silver mineralization on the Mercedes property is hosted within epithermal low 
sulphidation veins, stockwork, and breccia zones. Mineralization has been identified over a 
vertical range of 700 m (600 m to 1,300 m), with lengths from 100 m to 3 km. The zones 
range in width from less than 1 m to up to 15 m (with some up to 100 m). At the end of 2018, 
the mine had reserves of 395 Koz (3.63 gpt), as well as a measured and indicated 
resource of 356 Koz (3.41 gpt), and an inferred resource of 231 Koz (4.18 gpt), across 
five key mine areas; namely Mercedes, Barrancas-Lagunas, Lupita, Diluvio, and Rey de Oro. 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Source: Company  

 
A 2018 technical report by RPA Inc. projected a remaining life of 4 years with the 
following production profile. The average annual production is estimated to be 
approximatley 80 Koz gold and 500 Koz silver. RPA estimated total sustaining CAPEX of 
$38 million (approximately $13 million spent by the end of Q1-2019). The report did not 
present any NPV or IRR estimates.  

https://www.researchfrc.com/
https://www.researchfrc.com/
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Greenstone 
Gold, Ontario 
(FS 
Completed) 

 
Production Forecast / 2018 Technical Report 

 
Source: Technical Report 

Exploration Upside 
The technical report suggests that the property area has approximately 45 km of untested 
structures with potential for low sulphidation gold-silver bearing vein systems. Premier 
believes there is potential to delineate an additional resource of 0.5  - 1.5 AuEq ounces 
on the property. This year, the company is focused on resource expansion / ugrade at 
Diluvio, Lupita, and Marianas to reserves. Marianas is considered to be a down-plunge 
extension of mineralization at the main Mercedes mine, and has potential for higher grades. 
Recent drilling has also discovered favourable veining and mineralization in newly tested 
areas to the west of Lupita (at San Martin) and to the east of Diluvio (at Margarita). 
 

Key Targets 

 
Source: Company 

 
We expect the ongoing drill program to offer a number of catalysts for Premier this 
year, especially considering that continued success at the key targets will extend 
Mercedes’ mine life. 
 
Overview and Location 
The Greenstone gold project is a 50/50 partnership between Premier and Centerra Gold. The 
property, formerly known as the Trans-Canada property, is located in the Geraldton-
Beardmore Greenstone belt, approximately 275 km northeast of Thunder Bay, Ontario. Its 

https://www.researchfrc.com/
https://www.researchfrc.com/
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location and infrastructure are excellent due to its proximity to the Trans-Canada Highway, a 
Trans-Canada natural gas pipeline, a Hydro One electrical substation, and a number of active 
mines and processing facilities in the region.  
 

Project Location 

 

Source: Company 
 
The property consists of four claim groups spread out over 100 km – namely  Hardrock, 
Brookbank, Key Lake and Viper.  
 

Four Claim Groups 

 

Source: Company 
 
 

https://www.researchfrc.com/
https://www.researchfrc.com/
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History 
Between 1930 and 1970, over 4 Moz (0.22 opt) of gold was produced from multiple 
underground mines.  Hardrock was the largest producer and produced over 3 Moz.  
 

Historic Gold Producers on the Hardrock Project 

 
Source: Company 

 
Between 1980 and 2000s, multiple entities explored the property area and conducted 
geochemical sampling, ground geophysical surveys and drilling. Premier acquired the 
property in 2008. Subsequent drilling resulted in a resource estimate in 2010, a PEA in 
2014, and a FS in 2016, on the Hardrock open-pit deposit. In 2015, Premier and Centerra 
formed a 50/50 JV on the entire Greenstone gold property. Centerra paid Premier C$96 
million, and committed to invest the next C$185 million into the project, of which, C$76.5 
million was spent by the end of Q1-2019. Spending will be split 50/50 after Centerra invests 
the full C$185 million.  
 
Reserve / Reource Estimate 
Two main styles of mineralization at the Hardrock deposit are quartz-carbonate stringer 
mineralization and sulfide replacement mineralization. The 2016 FS indicated reserves of 
4.65 Moz (1.02 gpt) gold for the Hardrock (open-pit) deposit. Premier’s 50% equates to 2.32 
Moz gold at 1.02 gpt.  
 

Reserves – Hardrock (open-pit) – 100% Interest 

 
Source: Company 

 

https://www.researchfrc.com/
https://www.researchfrc.com/
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In addition to the reserves, the report also indicated a measured and indicated resource of 
2.82 Moz (2.15 gpt), and an inferred resource of  2.72 Moz (1.36 gpt) across the Hardrock, 
and three other deposits (Kailey, Brookbank and Key Lake). Premier’s 50% interest is  a 
measured and indicated resource of 1.41 Moz (2.15 gpt), and an inferred resource of  
1.36 Moz (1.36 gpt). 

Resource Estimate – Greenstone Property 

 
Source: Company 

 
2016 Feasibility Study Results 
The FS showed a 14.5 year mine life for total production of 4.2 Moz, at an average 
throughput of 27,000 t/d. Gold production was estimated to average 356 Koz per year from 
years 2 to 5 of production, with an average grade of 1.27 gpt gold, and an average recovery 
of 90.6%. The gold recovery process consists of crushing, gridning, pre-leach thickening, and 
a leach and carbon in pulp (“CIP”) circuit. 
 

Production Profile 

 
Source: Technical Report 

 

The initial CAPEX was estimated to be C$1.25 billlion, with an average operating cost of 
C$705 per oz, and an average AISC of C$780 per oz. Based on a long-term gold price of 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Cove Project, 
Nevada (PEA 
Completed) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

$1,250/oz, and a C$/US$ exchange rate of 1.3, the FS showed an AT-NPV at 5% of 
C$709 million, and an AT-IRR of 14.4%.  

FS Summary 

 

Sensitivity 

 

 
 

 

 
Source: Technical Report 

 

The project has already received federal and provincial EA approval. Management’s timeline 
for the project is a pre-production period (including construction) of 3.5 years. The company 
is also actively engaged in building relationships with local and aboriginal communities. 

A 2019 core and reverse circulation drilling program has recently been completed, and 
updated reserve and resource estimates are expected by year end. The total budget for 
2019 is C$54 million; which will be entirely funded by Centerra. 

Overview 
The Cove project, covering 28,218 acres, is located in the Battle Mountain trend in north 
Nevada, approximately 20 km south of Newmont’s Phoenix mine, and 50 km southwest of 
Battle Mountain. It is also 88 miles southwest of the South Arturo project. 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.researchfrc.com/
https://www.researchfrc.com/


 

Page 19 
 

 

2019 Fundamental Research Corp.               “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”                            www.researchfrc.com                                                                                                                
PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Project Location 

 
Source: Company 

 
The Cove property lies within a much larger land package named McCoy-Cove. Premier had 
acquired the entire package from Newmont and Victoria Gold (TSXV: VIT) during 2012 – 
2014. Premier paid Victoria Gold C$28 million (C$24 million in cash and the rest in shares) 
over a period of two years. There is a deferred payment obligation of an additional C$20 
million, to be paid upon the project achieving certain milestones post commerical production. 
Premier paid Newmont $21 million over an 18 month period (2014-2016). 
 
In 2018, Premier entered into an earn-in agreement with Barrick, wherein Barrick can earn 
a 60% interest in the exploration portion of the project (named the McCoy Joint Venture) by 
spending $22.5 million in exploration by June 2022. The McCoy JV excludes the Cove 
deposit, where Premier retains a 100% interest.  

 
 
 
 
 
 
 
 
 

https://www.researchfrc.com/
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McCoy JV and the Cove Deposit 

 

 
Source: Company 

 
History 
The Cove open pit deposit, and the McCoy open pit deposit (oxide / sulphide / heap leach), 
were mined between 1987 and 2006, with production of 3.4 Moz of gold, and 110 Moz of 
silver. Grades of the oxides and sulphides ranged between 2.5 and 3.2 gpt gold, and 92 and 
124 gpt silver. Echo Bay Mines Ltd. held the project from 1985 to 2001, Newmont and 
Victoria held the project from 2008 to 2013. After taking control, Premier drilled 115 
diamond drill holes totaling 284,862 ft and completed a PEA in 2018. 
 
Resource Estimate 
Based on a database of 387 core drill holes totaling 548,038 feet, and 1,010 RC holes totaling 
579,443 feet, the 2018 PEA showed a measured and indicated resource of 342 Koz (11.21 
gpt) and an inferred resource of 1.32 Moz (11.23 gpt) - making it  one of the highest 
grade undeveloped gold deposits in the U.S. 
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Resource Estimate (Cove) 

 
Source: Technical Report 

 
The Cove deposit consists of the Helen, Gap, Cove South Deep (CSD), and 2201 zones – all 
located beneath, and extend approximately 2,000 feet northwest from the historical Cove 
open pit. The Helen and Gap zones are Carlin style disseminated refractory gold deposits. 
The CSD gold and silver mineralization is associated with disseminated sulfides, and the 
2201 zone is comprised of disseminated sulfides within sheeted stockwork veins with high 
concentrations of lead and zinc. 
 

Primary Zones (Cove) 

 
Source: Company 

 
The 2018 PEA showed a 8 year underground mine (1,270 tpd to 1,360 tpd) producing a total 
of 740 Koz at 0.305 gpt project, for an AT- NPV at 5% of $142 million, an AT-NPV at 8% 
of $118 million, and a very high AT-IRR of 48%, using a $1,250 per oz gold price. The 
average annual production was estimated at 92 Koz. The initial CAPEX was estimated at $73 
million, and the cash cost was estimated at $790 per oz. The low CAPEX is because the 
study assumed processing at a third-party roaster and autoclave. 
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2018 PEA Highlights 

 
Production Profile 

 
Expected Timeline 

 
Source: Technical Report 

 
Premier is preparing for underground development expected to begin in H2-2019 and 
expects to complete a Feasibility Study in 2020.  
 
Drilling is underway at the McCoy JV (between Barrick and Premier) where the partners 
have been testing several targets in close proximity to Premier’s 100% owned lands.  Gold 
mineralization has been intersected in several of the targets including the Antenna target, 
located approximately 800 m southwest of Cove’s Helen-Gap deposit shown on the previous 
page.  
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Management 
and Directors 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Antenna Discovery 

 
Source: Technical Report 

 
Barrick is expected to spend over $5 million in 2019.  
 
The CEO, Ewan Downie, is the largest individual shareholder with 2% of the total 
outstanding shares. Premier’s management and board members hold 5.74 million shares, or 
2.7% of the total outstanding shares. In addition, according to management, key institutions 
hold 43.3%.  
 

 
Source: Company  / Management Information Circular 
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Brief biographies of the management team and board members, as provided by the company, 
follow: 
 
John Begeman: Executive Chairman  
Over 35 years’ experience in mining - Former VP western operations for Goldcorp, COO 
Wolfden Resources, President of Avion Gold Corp and is currently a director of Yamana 
Gold Inc. and African Gold Group Inc.  
 
Ewan Downie: CEO, President and Director  
Over 25 years’ experience in the exploration and mining industry - Founder of Wolfden 
Resources - recipient of the PDAC “Bill Dennis Prospector Of The Year” award and several 
Exploration and Development awards from the Northwestern Ontario Prospectors 
Association  
 
Steve Filipovic: Chief Financial Officer  
Over 18 years’ experience in financial management and reporting, M&A, and international 
risk management, taxation and structuring. Previously held senior finance and director roles 
with several listed mining companies.  
 
Stephen McGibbon: Executive Vice-President Corporate & Project Development  
Over 30 years of exploration, mine production and management experience - Former Chief 
Geologist and Exploration Manager at the Red Lake Mine (Goldcorp) and senior member of 
the team that discovered the “High Grade Zone”  
 
Brent Kristof: Senior Vice-President Operations  
Over 35 years of experience in and leadership of underground and surface mining operations. 
Previously COO of Klondex, GM (Turquoise Ridge Mine), and several years managing 
operations for Newmont and Barrick in Canada, Nevada, Australia, and Papua New Guinea.  
 
Claude Lemasson: Independent Director  
Over 20 years of mining and development experience - Previously held senior mine 
development and operational roles with Goldcorp Inc. - formerly President and CEO Guyana 
Goldfileds Inc. - currently President and CEO of Eastmain Resources  
 
Ron Little: Independent Director 
Over 30 years experience in the mining industry – Formerly President and CEO of Orezone 
Gold Corporation  
 
Tony Makuch: Independent Director  
Over 20 years of direct mining experience - formerly Executive Vice President / President of 
Canadian Operations of Tahoe Resources Inc., President and CEO of Lake Shore Gold Corp. 
- currently President and CEO of Kirkland Lake Gold  
 
John Seaman: Independent Director 
Former CFO of Premier Gold Mines and Wolfden Resources Inc. - Currently President and 
CEO of a large private security Company  
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Financials 
 
 
 
 

Mike Vitton: Independent Director 
Over 30 years experience in the mining finance industry - Formerly Executive Managing 
Director, Head, US Equity Sales, BMO Capital Markets, Seat Holder, NYSE; and President, 
New York Society of Metals Analysts.] 
 
Our net rating on the company’s management team is 4.6 out of 5.0 (see below). 
 

 
Source: FRC 

 
The company’s board has seven members, of which, five are independent. The following 
table shows our analysis of the strength of the company’s board.  
 

Strength of Board 

 
Source: FRC 

 
2017 was the only full year of production by the two operating mines. Premier reported  
revenues of $114 million in 2018 versus $200 million in 2017. In H1-2019, the company 
reported $46 million in revenues versus $67 million in H1-2018. Revenues dropped due to 
lower production from its South Arturo mine, as mentioned earlier in this report.  
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                     *2016 figures were converted to US$ at C$/US$ of 1.32. 

 

 
Source: Company / FRC 

 
Despite the significant drop in production, gross and EBITDA margins were higher than  
gold industry averages in 2018 and Q1-2019, and lower than industry averages in Q2-2019.   
 

 
      *2016 figures were converted to US$ at C$/US$ of 1.32. 

Source: Company Data / FRC 
 
EBITDA was $5 million in H1-2019 versus $18 million in H1-2018. The company reported a 
net loss of $11 million (EPS: -$0.05) in H1-2019, versus $10 million (EPS: -$0.05) in H1-
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2018. The net losses included $11.54 million spending on exploration / pre-development in 
H1-2019 and $12.62 million in H1-2018. Excluding exploration / pre-development 
spending, the company reported net profit in every period since 2016, as shown in the 
chart below.  
 

 
                *2016 figures were converted to US$ at C$/US$ of 1.32. 

Source: Company Data / FRC 
 

Free Cash Flow (“FCF”) was -$34 million in H1- 2019, versus -$12 million in H1-2018. FCF 
had also dropped significantly YoY in 2018, due to the increased CAPEX spending, as 
shown by the ‘Cash flow from Investing’ line in the table below.  
 

 
*2016 figures were converted to US$ at C$/US$ of 1.32. 

Source: Company Data / FRC 
 
Balance Sheet 
At the end of Q2-2019, the company had $26 million in cash. Working capital was $36 
million, with a current ratio of 1.97x.  
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Revenue and 
EPS Forecasts 
 
 
 
 
 
 
 
 
 

 
Source: Company Data / FRC 

 
In January 2019, the company finalized a $50 million secured revolving term credit 
facility with Investec Bank plc. No amount was drawn from this facility at the end of Q2-
2019.  
 
At the end of Q2, the company had approximately $30 million in deferred revenues (gold 
prepay agreement) and debt, reflecting debt to capital of 10%, versus the industry 
average of 41%. Of this, approximately $11 million was related to a gold prepay agreement, 
and $19 million was related to a silver stream arrangement with Orion Mine Finance. 
Premier had originally entered into a transaction with Orion in 2016, to fund the Mercedes 
acquisition.   
 

• Gold prepay (2,450 troy ounces of gold per quarter for 15 quarters) - at the end of 
Q2-2019, the company had delivered 26,950 oz (11 quarters) of a total required 
36,750 oz.  

• Silver prepay - deliver 100% of Premier’s share of silver production from the 
Mercedes, and the South Arturo mine, until the delivery of 3.75 Moz of silver, after 
which, the delivery will be reduced to 30% of the silver production in perpetuity. 
Orion will pay 20% of the prevailing silver price.   

 
Stock Options and Warrants: The company had 12.30 million options (weighted average 
exercise price of C$2.50) and 3.50 million warrants (weighted average exercise price of 
C$2.10) outstanding at the end of Q2. Currently, 3.52 million options and 2 million 
warrants are in the money, implying the company can raise up to C$10 million if 
exercised. 
 
Management’s production guidance for 2019 is 75 Koz – 80 Koz from Mercedes, and 5 Koz 
– 10 Koz from South Arturo. Based on gold sales of 77 Koz, and silver sales of 237,500 oz 
in 2019, we estimate 2019 revenues to be $108 million (average gold price of $1,400 per 
oz and silver price of $16 per oz in H2-2019). Our 2020 forecast is $122 million, which is 
based on gold sales of 87.5 Koz and silver sales of 250 Koz (average gold price of $1,350 per 
oz and silver price of $16 per oz). 
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Valuation and 
Rating 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
*2016 figures were converted to US$ at C$/US$ of 1.32. 

Source: Company Data / FRC 
 
As shown below, Premier’s shares are trading below four of the six industry average 
valuation metrics we used for this analysis.  
 

 
Source: S&P Capital IQ / FRC 
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Our Discounted Cash Flow (“DCF”) valuations on Premier’s four core projects are shown 
below. In addition, we valued the Hasaga project in Red Lake, Ontario based on its resource 
of 1.1 Moz indicated resource and 0.6 Moz inferred resource at $44 per oz, which we 
estimate is the average multiple of gold juniors in the region. Based on a sum-of-parts 
approach, we arrived at a fair value of C$3.35 per share on Premier’s shares.  
 

 
Source: FRC 

 
Our models were based on a long-term gold price forecast of $1,300 per oz. The sensitivity 
of our fair value estimate to long-term gold prices is shown below: 
 

 
Source: FRC 

 
We are initiating coverage on Premier with a BUY rating, and a fair value estimate of 
C$3.35 per share. We have identified the following key catalysts: 
 

• Resumption of production at South Arturo in late 2019 
• Continued exploration results from drilling at Mercedes 
• Optimizing operations and potentially lowering costs at Mercedes 
• Ongoing drilling at Hardrock, Cove, the McCoy JV, and its Rye and Rodeo Creek 

properties in Nevada 
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Risks 
 
 
 
 
 

• Updated resource estimate on Greenstone Gold 
The following risks, though not exhaustive, will cause our estimates to differ from actual 
results: 
 
 The value of the company is highly dependent on gold prices.  
 Ability to ramp up production.  
 There is no guarantee that the company will be able to extend South Arturo’s mine 

life. 
 Development / permitting risks related to Hardrock and Cove deposits.  
 Exploration success. 
 Foreign exchange risks.  

 
We rate Premier’s shares a risk of 4 (Speculative).    
 

 
 

https://www.researchfrc.com/
https://www.researchfrc.com/


 

Page 32 
 

 

2019 Fundamental Research Corp.               “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”                            www.researchfrc.com                                                                                                                
PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

APPENDIX 

 
*2016 figures were converted to US$ at C$/US$ of 1.32. 
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Fundamental Research Corp.  Equity Rating Scale: 
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.  
The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure is 
conservative with little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less sensitive 
to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive free cash 
flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are sensitive 
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry averages, and 
coverage ratios are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a 
turnaround situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  
Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues, and may rely on external funding.  
These stocks are considered highly speculative. 
 
Disclaimers and Disclosure 
The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates and 
opinions  based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.   
There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does not own any shares 
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject 
company. Fees were paid by Premier to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes steps to ensure independence 
including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts 
may not trade in any security under coverage.  Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are 
protected contractually.  To further ensure independence, Premier has agreed to a minimum coverage term including an initial report and three updates.   Coverage 
cannot be unilaterally terminated.   Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made 
available to delayed access users through various other channels for a limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (68%), HOLD (8%), SELL / SUSPEND (24%). 
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but are 
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; 
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in 
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making 
these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for revisions or 
changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent 
updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
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