
 

 11 July 2019 
Ticker: BGL AU Cash 2Q19: A$20m Project:  Bellevue 
Market cap: A$308m Price: A$0.61/sh Country: Australia (WA) 
RECOMMENDATION: BUY TARGET PRICE: A$0.75/sh (unc) RISK RATING: SPECULATIVE 

Resource updated to 1.8Moz  

Today’s updated resource added 270koz @ 8.4g/t over the last five months, for a total of 1.8Moz @ 
11.1g/t. The additions have come from the Viago and Tribune lodes, mainly from northern extensions, 
and are only to a maximum depth of 600m below surface. Drill results not included in the resource 
include 4.8m @ 14.8g/t and 3.5m @ 13.4g/t at Viago South and Viago, respectively. At Tribune, the 
resource extends over 1,300m (up from 650m), centered on south-plunging shoots coincident with fold-
axes in the shear zone. At Viago the resource extends to 1,500m strike (up from 750m), with the 140koz 
increase today from Viago North only. This resource lies within 100m of historic development. 

Table 1. Updated resource estimate and delta to 1Q19 resource 

 
       Source: Bellevue 

Six rigs are now undertaking a mixture of step-out drilling, and will now commence infill drilling on the 
existing resource. While assays are still pending, visible gold has been intersected at Deacon (Bellevue 
deeps), and Tribune West (new lode), with step-out drilling to focus there, Viago north, and on new 
DHEM conductor targets. In addition the company will undertake flora/fauna studies, continued 
metallurgical and geotechnical work, and determination of process water supply. Cash stands at A$20m. 

Figure 2. (A) Tribune and (B) Viago long sections looking east 

 

 
       Source: Bellevue 

Inferred res. Tonnes Grade O unces
3 .5g/t cut-off (%) (%) (%)

Bellevue Surrounds 2,300 9.6 700
Viago 1300 16.1 700

Tribune 1,000 8.1 300
Southern Belle 400 10.4 100

Total 5 ,000 11.1 1 ,800
Delta 25% -6% 18%
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Our view 

Today’s result is above our forecast ‘>1.7Moz’ so should be seen as a good result in just five months. In 
fact, perhaps the most important aspect of today’s update is that drilling to the north was temporarily 
slowed gaining departmental approval to drill roadside areas (approval expected this month). As 
materially,   both the Tribune and Viago lodes not only extend south, where high -rade lodes lie on the 
edge of the drilling. This area should open up for drilling in due course once relevant approvals are 
gained to drill, with access under salt lakes there. In the meantime, the new Tribune West discovery 
could potentially drive faster ounces, while northern and depth extensions on all lodes should continue 
the ounce-growth momentum. 

Recommendation: BUY, A$0.75/sh price target 

We model Bellevue on a DCF basis, previously assuming 1.1Moz @ 9g/t reserve, producing 130koz pa at 
500ktpa ROM. While the reserve will require significant infill drilling, we see the resource lifting to 2-
3Moz in due course, hence see a 1.1Moz reserve target as achievable. Similarly, economics would 
improve for any buyer with a nearby mill in the event of M&A. We update our model for cash, and lift 
our LT gold price from US$1,300/oz to US$1,350/oz, and drop our reserve estimate from 9g/t to 8.75g/t 
in line with slightly lower resource grade. This drives a project NPV at build start of A$523-549m without 
and with a mill, respectively. We apply a 0.8xNAV to the no-mill case, maintaining our BUY rating and 
A$0.75/sh price target net of cash spend over the quarter. While high for a pre-feasibility project, this 
captures the potential reserve growth above the modelled 1.1Moz. Adjusting to a group valuation net of 
finance cost gives an NAV of A$545m or 91c/sh FF FD at first production (3Q21), or a similar 73c/sh at 
0.8xNAV. 

Why we like Bellevue 

1. 1.8Moz @ 11g/t resource to grow over SCPe 2Moz in CY20 
2. Viago and Tribune open to the south and north, new Tribune West discovery 
3. Low-cost underground restart with existing infrastructure 
4. Seven mills in the camp treating lower-grade material 
5. Readily financeable A$50-80m self-build if necessary 
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Ticker: BGL AU Share pri ce / m kt cap: Market P/NAV: 0.69x Asset: Bellevue
Author: Brock Salier Rec.  / PT: 1xNAV2021 FF FD A$0.89/sh Country: Australia (WA)

Commodity  price CY19E CY20E CY21E CY22E CY23E Resource /  Reserve Au (koz) Au (g/t) Au (koz)Au (g/t)
Gold price 1,350 1,350 1,350 1,350 1,350 Inferred, all lodes 1,530koz 11.8g/t Viago 550koz 22.0g/t
500ktpa DSO  case: SO TP projec t valuation SCPe mineable inventory 1,125koz 8.8g/t Others 980koz 9.4g/t

A$m O /ship NAVx A$/sh Share data
Bellevue (build start 3Q20)* 518 100% 0.8x 0.68 Basic shares (m) 487.7 FD with drill equity (m) 612.5
Net cash in 2Q19 20.0 - 1.0x 0.03 FD with options (m) 612.5 FD with mine equity (m) 643.7
Cash from options 10.2 - 1.0x 0.02 Projec t f inanc ing Company f inanc ing
Bel levue NAV5% FD US$1350/oz 549 0.73 Build capex (A$m) A$28m Mine equity (A$m) A$24m

*Diluted for options, not mine build Market P/NAV5%2Q19 0.69x Drilling/FS cost (A$m) A$12m Spot share px (/sh) A$0.62

Bellevue NAV FD sensitiv ities to gold, d isc ount & reserves G&A + finance in build (A$m) A$2m 25% prem raise px (/sh) A$0.77
NPV (A$m) $1150oz $1250oz $1350oz $1450oz $1550oz Total (A$m) A$43m  Mine debt (A$m) A$36m

9% discount 335 402 469 535 602 Mine build finance (A$m) A$60m Debt IRR (%) 7.0%
7% discount 362 434 506 578 650 Ratio analysis CY19E CY20E CY21E CY22E CY23E
5% discount 393 471 549 627 704 Average shares out (m) 495.0 558.0 627.4 630.2 630.2

Ungeared project IRR: 110% 131% 151% 171% 190% EPS (A$/sh) -           -        0.00 0.10 0.12
NPV5 vs UG P&P (A$m) 6.75g/t 7.75g/t 8.75g/t 9.75g/t 10.75g/t CFPS (A$/sh) -           -        -        0.09 0.13

UG tonnes: 4000kt 309 429 549 669 788 EV (A$m) 297.1 349.0 408.8 352.3 268.1
UG tonnes: 5000kt 386 530 673 816 959 FCF yield (%) - - - 9% 13%
UG tonnes: 6000kt 457 621 786 950 1,114 PER (x) -           -        550.3x 6.4x 5.1x

P/CF (x) -           -        -        6.7x 4.6x
SO TP compa ny valuation 3Q19 3Q20 3Q21 3Q22 3Q23 EV/EBITDA (x) -           -        28.3x 3.2x 2.0x
NPV - Bellevue (A$m) 499 530 581 563 498 Income statement CY19E CY20E CY21E CY22E CY23E
NPV - central + expl. (A$m) (51.1) (26.5) (18.5) (16.5) (15.1) Revenue (A$m) -           -        35.6 200.2 237.6
Net cash (A$m) 13.6 7.7 (25.9) 14.3 98.3 COGS (A$m) -           -        14.1 79.4 94.2
Cash from options (A$m) 10.2 10.2 10.2 10.2 10.2 Gross profit (A$m) -       -     21 .5 120.8 143.4
NAV (A$m) 472 521 547 571 591 D&A (A$m) -           -        8.5 19.0 19.5
1xNAV5%/sh FF FD (A$/sh) 0 .77 0.85 0.89 0.93 0.97 Finance cost, central G&A (A$m 6.2 6.4 8.3 8.5 7.4
ROI (% pa) 38% 21% 15% 12% Royalty & tax (A$m) -           -        3.9 32.9 40.5
Bel levue NAV/sh FD sensitiv ities to gold, d isc ount & reserves Net income (A$m) (6 .2) (6 .4 ) 0 .7 60.4 75.9
NPV (A$/sh) $1150oz $1250oz $1350oz $1450oz $1550oz EBITDA (A$m) (6.2) (6.2) 14.4 109.7 131.3

9% discount 0.45 0.53 0.62 0.71 0.80 Cash f low, attrib. CY19E CY20E CY21E CY22E CY23E
7% discount 0.48 0.58 0.67 0.77 0.86 Net income (A$m) (6.2) (6.4) 0.7 60.4 75.9
5% discount 0.52 0.62 0.73 0.83 0.93 Add non-cash items (A$m) 4.8 4.8 13.3 23.8 24.3

Ungeared project IRR: 110% 131% 151% 171% 190% Less wkg cap change (A$m) 0.0 -        (6.7) (10.0) -        
NPV5 vs UG P&P (A$/sh) 6.75g/t 7.75g/t 8.75g/t 9.75g/t 10.75g/t Less interest paid (A$m) -           -        -        -        -        

UG tonnes: 4000kt 0.41 0.57 0.73 0.88 1.04 Cash f low ops (A$m) (1 .4) (1 .6 ) 7 .4 74.2 100.2
UG tonnes: 5000kt 0.51 0.70 0.89 1.08 1.26 PP&E (A$m) -           (11.5) (24.5) (16.0) (16.0)
UG tonnes: 6000kt 0.61 0.82 1.04 1.25 1.47 Exploration (A$m) (24.1) (24.1) -        -        -        

Cash f low inv. (A$m) (24.1) (35 .6) (24 .5) (16 .0) (16 .0)
Production Y1 Y2 Y3 Y4 Y5 Equity raised (A$m) 19.6 24.0 -        -        -        
Gold production (000oz) 62 127 127 127 127 Debt draw (repay) (A$m) -           13.5 22.5 (9.0) (18.0)
C1 cost (US$/oz) 569 569 569 569 569 Cash f low f in. (A$m) 19.6 37.5 22.5 (9 .0) (18 .0)
AISC cost (US$/oz) 769 668 668 668 668 Net change in cash (A$m) (5.9) 0.4 5.4 49.2 66.2
C3 cost (US$/oz) 774 680 680 680 680 Balance sheet CY19E CY20E CY21E CY22E CY23E
AISC = C1 + G&A + sustaining capex, C3 = C1 + depreciation, Y1 from 3Q21 Cash (A$m) 7.3 7.6 13.0 62.2 128.4

Acc rec. + inventories (A$m) -           -        10.0 25.0 25.0
PP&E (A$m) 0.4 11.9 27.8 24.9 21.3
Exploration (A$m) 44.8 68.9 68.9 68.9 68.9
Total  assets (A$m) 52.5 88.4 119.8 180.9 243.6
Accounts payable (A$m) 0.1 0.1 3.5 8.5 8.5
Debt (A$m) -           13.5 36.0 27.0 9.0
Others (A$m) 0.0 0.0 0.0 0.0 0.0
Total liabilities (A$m) 0.1 13.6 39.5 35.5 17.5
Shareholders equity (A$m) 85.6 114.4 119.2 124.0 128.8
Retained earn'gs + rsvs (A$m) (33.3) (39.6) (38.9) 21.4 97.3
Liabi l i ties + equity  (A$m) 52.5 88.4 119.8 180.9 243.6

Source: SCP estimates

A$0.62, A$300m
BUY: PT A$0.75/sh
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Disclosures & Disclaimers  
This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Sprott Capital Partners LP (“SCP”), an 
investment dealer who is a member of the Investment Industry Regulatory Organization of Canada (“IIROC”) and the Canadian Investor 
Protection Fund (“CIPF”). The general partner of SCP is Sprott Capital Partners GP Inc. and SCP is a wholly-owned subsidiary of Sprott Inc., which 
is a publicly listed company on the Toronto Stock Exchange under the symbol “SII”. Sprott Asset Management LP (“SAM”), a registered 
investment manager to the Sprott Funds and is an affiliate of SCP.  

This research report is provided to retail clients and institutional investors for information purposes only. The opinions expressed in this report 
are the opinions of the author and readers should not assume they reflect the opinions or recommendations of SCP’s research department. The 
information in this report is drawn from sources believed to be reliable but the accuracy or completeness of the information is not guaranteed, 
nor in providing it does SCP and/or affiliated companies or persons assume any responsibility or liability whatsoever. This report is not to be 
construed as an offer to sell or a solicitation of an offer to buy any securities. SCP accepts no liability whatsoever for any loss arising from any 
use or reliance on this research report or the information contained herein.  

Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future 
performance of any security mentioned in this research report. The price of the securities mentioned in this research report and the income 
they generate may fluctuate and/or be adversely affected by market factors or exchange rates, and investors may realize losses on investments 
in such securities, including the loss of investment principal. Furthermore, the securities discussed in this research report may not be liquid 
investments, may have a high level of volatility or may be subject to additional and special risks associated with securities and investments in 
emerging markets and/or foreign countries that may give rise to substantial risk and are not suitable for all investors.  

SCP may participate in an underwriting of, have a position in, or make a market in, the securities mentioned herein, including options, futures 
or other derivatives instruments thereon, and may, as a principal or agent, buy or sell such products.  

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

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

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

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

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

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

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

UK Residents:  
Sprott Partners UK Limited is an appointed representative of PillarFour Securities LLP which is authorized and regulated by the Financial 
Conduct Authority. This document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP (“PillarFour”) for 
communication only to eligible counterparties and professional clients as those terms are defined by the rules of the Financial Conduct 
Authority. Its contents are not directed at UK retail clients. PillarFour does not provide investment services to retail clients.  
 
PillarFour publishes this document as non-independent research which is a marketing communication under the Conduct of Business rules. It 
has not been prepared in accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on dealing 
ahead of the dissemination of investment research. It does not constitute a personal recommendation and does not constitute an offer or a 
solicitation to buy or sell any security. Neither Sprott nor PillarFour nor any of its directors, officers, employees or agents shall have any liability, 
howsoever arising, for any error or incompleteness of fact or opinion in it or lack of care in its preparation or publication; provided that this 
shall not exclude liability to the extent that this is impermissible under the law relating to financial services. All statements and opinions are 
made as of the date on the face of this document and are not held out as applicable thereafter. This document is intended for distribution only 
in those jurisdictions where PillarFour is permitted to distribute its research.  
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Sprott Capital Partners Explanation of Recommendations: 

Should SCP issue research with recommendations, the research rating guidelines will be based on the following recommendations:  

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

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

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

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

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

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

 

Research Disclosure Response 

1 SCP and its affiliates collectively beneficially owns 1% or more of any class of the issuer's equity securities1 YES 

2 The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly 
involved in the preparation of the report holds or is short any of the issuer's securities directly or through derivatives  

NO 

3 An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding 
12 months provided services to the issuer for remuneration other than normal course investment advisory or trading 
execution services  

NO 

4 SCP has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the 
research report or recommendation 

YES 

5 Name of any director, officer, employee or agent of SCP who is an officer, director or employee of the issuer, or who 
serves in an advisory capacity to the issuer  

NO 

6 SCP is making a market in an equity or equity related security of the issuer  NO 

7 The analyst preparing this report received compensation based upon SCP's investment banking revenue for the issuer NO 

8 The analyst has conducted a site visit and has viewed a major facility or operation of the issuer  NO 

9 The analyst has been reimbursed for travel expenses for a site visit by the issuer  NO 

 

Sprott Capital Partners Equity Research Ratings: 

 

                                                           
1 As at the end of the month immediately preceding the date of issuance of the research report or the end of the second most recent month if 
the issue date is less than 10 calendar days after the end of the most recent month 

BUY: 14
HOLD: 1
SELL: 0
UNDER REVIEW: 1
NOT RATED: 1

TOTAL 100%

Summary of Reccomendations as of July 2019


