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Vancouver-based Atlantic Gold recently emerged as
a mid-tier gold producer with the commencement of
production at the Moose River Consolidated operation
in Nova Scotia, Canada.
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Estimates Revised

Moving into an elite league
We reiterate our SPECULATIVE BUY rating and C$3.50 price target (0.95x P/NAV)
on Atlantic Gold following a positive visit last week to the Moose River Consolidated
operation in Nova Scotia. The operation showed very well, and although Q2/18
represented only the first full quarter of commercial production, the mine and plant both
appear to be operating consistently at/above design capacity.
• Plant throughput averaged 6,233 tpd in Q2/18 (13% above 5,500 tpd design) and we

believe the outperformance could continue.
• Mine productivity is very impressive with design mine throughout of 20,000 tpd being

achieved with five trucks (vs six originally planned). This has also helped build (and
grow) a substantial stockpile (currently at 1.4 Mt) which provides significant flexibility.

• Mined grades should improve in H2/18 (to/above reserve grade of 1.44 g/t) since the
historical tailings material impeding access to higher grade ore has been moved.

• We anticipate significant reserve/resource growth following incorporation of results
from the successful Phase 3 drill program; the Phase 4 regional program is off to a
great start with the first round leading to a new discovery at the 149 prospect.

We see potential upside to our FY18 production forecast of 87 koz at US$559/oz
AISC (within the guided range of 82 - 90 koz at AISC of US$540 - US$580/oz) if the
mine/mill outperformance were to continue. We see the potential for upside to both our
throughput assumption (5,800 tpd), head grade assumption (1.44 g/t) and recovery
assumption (95%) for H2/18 in light of ytd performance.
Inexpensive valuation for a potentially premium asset; takeover potential cannot be
ignored at current levels. Atlantic Gold currently trades at 0.52x P/NAV (forward-curve)
which represents a 15% discount to the mid-cap producer average of 0.61x. That said,
we believe a premium is warranted considering the ownership of a large (production
potential >200 koz/year), long-life (~15 years based on CG forecasts) producing asset in
Canada (low geopolitical risk) with lowest quartile costs (average LOM AISC of US$587/
oz based on CG forecasts). In fact, making an appropriate comparison is difficult since
most single asset companies that owned an attractive (comparable) producing asset in
Canada have been acquired by larger producers. As discussed later, AGB trades at a 31%
discount to the average (normalized) P/NAV multiple of 0.76x implied by comparable
past acquisitions. We believe key potential catalysts for rerating will likely be:
1. Operating and financial results in the next few quarters, which should help establish

that that ramp-up risks are behind us while confirming feasibility study parameters.
2. Reserve/resource update (late 2018/early 2019) incorporating the attractive results

from the Phase 3 drill program (confirming the longevity of the operation).
Forecasts: In addition to incorporating Q2/18 production, our forecasts have been
updated to reflect the recently obtained C$150M RCF (which replaced the C$110M PLF)
and in turn allows for an accelerated development timeline for the Phase 2 expansion
(we now model completion by 2022 vs 2023 previously). The reduction in our 2018/19
EPS/CFPS estimates largely reflects higher interest expense reflecting higher debt levels
to support accelerated capital spending.

For important information, please see the Important Disclosures beginning on page 18 of this document.
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Strong operational performance likely to continue; focus shifting from ramp-up to 

optimization 

Despite challenges posed by severe weather in December and January, the ramp-up 

of the Moose River Consolidated operation has been relatively quick with commercial 

production declared in early March. Since then, the operation appears to have quickly 

ramped to steady state as highlighted by Q2/18 results. Despite temporary 

sequencing issues that delayed access to higher grade ore in the Touquoy pit (which 

contributes 100% of mill feed right now), Q2/18 production of 22,269 oz was above 

guidance of 20-21 koz, with the lower grades more than offset by increased tonnage 

through the plant (13% above design of 5,500 tpd). The old tailing material that 

prevented access to higher grade ore has been moved (4,000 tonnes) with access to 

higher grade material having been restored since early June. An additional 32,000 

tonnes of old tailing material remains to be moved, although that material is not 

expected to interfere with the FY2018 mine plan. 

Both the mine as well as the processing facility appear to now be consistently 

operating at/above design, and FY2018 guidance (82 – 90 koz @ US$540 - $588/oz) 

appears to be comfortably attainable. In fact, we see the potential for the mine and 

plant outperformance to continue through the year, in which case we believe guidance 

could prove conservative. 

Processing facility consistently outperforming design; ongoing optimization efforts 

could further improve performance 

Q2/18 represented the first full quarter of commercial production, while we 

acknowledge that one quarter does not necessarily represent a trend, the processing 

facility appears to have ramped up fully and now operates consistently above the 

5,500 tpd design run-rate as illustrated by Q2/18 production results, when the plant 

averaged 6,233 tpd (13% above design). Efforts are currently underway to further 

debottleneck the circuit to sustain and potentially improve current performance. Our 

forecasts for H2/18 assume average throughput of 5,775 tpd, but we believe 

guidance could prove conservative if the current trend were to continue. Gravity 

recoveries currently average 60%, within design range of 50 – 70% and efforts are 

underway to improve gravity recoveries towards the upper end of the range. In 

addition, the ore is relatively clean, and as such the remainder of the gold (not 

recovered through gravity) leaches quickly (almost all the recoverable gold is 

recovered in the first four leach tanks, out of seven) with cyanide consumption much 

lower than expected (actual consumption of 0.19 dry kg/tonne vs design of 0.52 dry 

kg / tonne). A carbon fines recovery circuit is being considered and could also improve 

recoveries. Either way, we note that ytd gold recoveries of 94.7% are above projected 

feasibility recoveries of 92.9%. 

Impressive mining productivity and sizeable ore stockpile significantly increase 

operational flexibility; mined grades reconciling well with reserve model 

With the plant performing very well, the mine has shown that it can comfortably keep 

the mill well fed while at the same time continuing to grow what currently is a 

substantial stockpile, which in turn provides significant operational flexibility. Mining 

rates are consistently above design of 20,000 tpd (ore and waste), and with only five 

trucks vs the original plan of six, suggesting much better productivity relative to plan. 

Higher productivity levels have also helped drive lower unit mining costs, in turn 

facilitating a reduction in the cut-off grade (vs the 0.40 g/t used to estimate reserves 

at Touquoy). In addition, this appears to have also facilitated an increase in head 

grade to the plant. We note that, despite the temporary lack of access to higher grade 

material in April/May, overall milled grade to date of 1.35 g/t is in line with the original 

Phase 1 plan, but we see the potential for higher grades if current high productivity 

levels were to continue (we note that head grades averaged 1.44 g/t in Q1/18 and 

1.53 g/t for the month of March). The overall ore stockpile (low and medium grade 
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combined) currently stands at 1.4 Mt (grade not provided) and is expected to further 

grow to 2.3 Mt by year-end. In comparison, the original Phase 1 plan did not forecast 

the creation of a meaningful stockpile. The benefit of the stockpile was seen with 

Q2/18 production, when MRC was able to deliver better-than-budgeted production 

despite the limited access to higher grade material thanks to a combination of 

available stockpiled ore as well as strong performance of the plant. In addition, mined 

grades have continued to reconcile well with the reserve/resource model (within +/-

10% of the model). 

Unit costs tracking below budget, partly the impact of higher-than-expected 

productivity levels/lower input consumption/costs; potential upside to our 

forecasts if the trend were to continue 

Unit mining costs averaging C$2.55/tonne moved (vs >C$3.00/tonne budget, and 

better than our steady state assumption of C$2.75/tonne) and unit processing costs 

averaging C$9.25/tonne (below budget of C$9.75/tonne and in line with our steady 

state assumption). We currently estimate FY2018 AISC of US$559/oz, which is within 

FY2018 guidance range of $540 - $588/oz. That said, we note that our forecasts 

assume H2/18 unit mining costs and processing costs of C$2.75/tonne moved and 

$10/tonne processed, respectively, which are looking conservative. We have not 

made any changes to our H2/18 forecasts (since Q2/18 represents only the first full 

quarter of commercial production), but we note the potential upside to our forecast if 

the trend were to continue.     

Incorporation of the Phase 3 drill program could yield significant reserve and 

resource growth; further upside from continued exploration investment 

In addition to ramping up production at the Touquoy deposit, the company remains 

committed to near-mine and regional drilling, with the intention to identify additional 

deposits. The now complete Phase 3 drill program included 24.3 km of drilling at 

Fifteen Mile stream and 6.9 km at Cochrane Hill, with the results suggesting the 

potential to expand the resource at both deposits along strike and at depth (see 

Figure 5 for Cochrane Hill cross section showing mineralized intercepts at depth). We 

believe that additional drilling may be required to upgrade all of these resources to 

reserves. Current consolidated reserves stand at 1.59 Moz grading 1.28 g/t, with the 

overall resources (Measured, Indicated and Inferred) at 2.2 Moz. Our mineable 

resource estimate for MRC (LOM) currently stands at 2.5 Moz grading 1.26 g/t, which 

includes reserve additions of 0.91 Moz grading 1.21 g/t. However, in light of 

consistently positive exploration results, we believe our forecasts could prove to be 

conservative even before including the potential upside from the regional program. An 

updated reserve/resource estimate (possibly late 2018/early 2019) should 

incorporate the results from the ongoing Phase 3 program and could be a key catalyst 

for the re-rating of the shares. 

Regional exploration returning promising results; discovery of new zone (149 

prospect) with only first round highlighting prospective nature of the land package 

With the Phase 3 drill program now complete, the bulk of the company’s exploration 

focus has turned to the Phase 4 Corridor Regional Program. The Phase 4 program 

consists of up to 100km of drilling along the +45km un-tested structure which hosts 

the currently identified deposits. The first batch of exploration results from the 

program have been encouraging, with drilling at the historical 149 Prospect (located 

1km to the east of the Fifteen Mile Stream deposit) identifying near-surface gold 

mineralization in multiple holes along strike, and at depth. The similarity of 

mineralization to that seen at Fifteen Mile Stream is particularly encouraging, with the 

shallow depth also implying the potential low strip-ratio for a potential open-pit mining 

scenario. Two drill rigs remain active on the Phase 4 Regional Corridor exploration 

program. We are optimistic that the Phase 4 program could continue to return 

meaningful new discoveries considering the team’s advanced understanding of the 

Atlantic Gold Corporation
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geology/structural setting as well as historical drilling/mining activities on the package 

(that occasional serve as a guide). 

Revolving credit facility provides the flexibility to accelerate MRC Phase 2 

timelines 

On July 3, the company announced that it had executed a commitment letter for a 

C$150M revolving credit facility, which will replace the current C$110M project loan 

facility (PLF). In addition to having less restrictive terms and likely a lower interest rate, 

the new facility will allow for much great financial flexibility going forward as the 

company pursues its growth plans, as outlined in the Expansion PFS released in early-

2018. With the elimination of quarterly principal payments under the PLF, our forward-

curve derived forecasts show that Atlantic Gold could fund the mill expansion and  

development of its Fifteen Mile Stream and Cochrane Hill deposits through internal 

cash flows on a timeline as described in the PEA (we had previously delayed 

development due to funding restrictions). The company ended Q1/18 with C$15.2M 

in cash an equivalent and a C$23M working capital deficit (since eliminated through 

the refinancing of the outstanding debt). This cash, the incremental C$40M in 

additional liquidity provided by the RCF and the estimated C$328M in cash flow from 

operations (2018 – 2021) is sufficient to fund the estimated $229M in capex 

associated with the mill expansion and development of the FMS, Beaver Dam and 

Cochrane Hill deposits. As a result of bringing the expansion forward, we now forecast 

production of +200koz/year in 2022 vs 2023 previously (see Figure 1). 

Figure 1: Flexibility provided by revolving credit facility de-risks development and allows for 

quicker development vs our previous estimates 

 
Source: Company Reports, Canaccord Genuity estimates 

In addition to allowing for an accelerated development of the Fifteen Mile Stream and 

Cochrane Hill deposits, the increased available liquidity under the revolving credit 

facility should provide an additional cash cushion during peak spend (we forecast a 

trough cash balance of C$78M in Q4/21 (vs C$14M in Q4/22 previously), see Figure 
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2. We note that our assumptions include a full-draw of the C$150M credit facility, as 

well as a 1-year extension to the current 3-year term, but conservatively assume the 

same interest rate of the current PLF (Canadian Dealer Offered Rate + 4.5%), where 

the company has indicated it expects a better rate. 

Figure 2: Increased liquidity provided by RCF improves cash balance profile 

 
Source: Company Reports, Canaccord Genuity estimates 

 

Very attractive entry point into a premium asset; Atlantic Gold trades at a 

meaningful discount to takeover valuations of other Canadian assets 

Atlantic Gold currently trades at 0.52x P/NAV (forward-curve) which represents a 15% 

discount to the mid-cap producer average of 0.61x. That said, we believe a scarcity 

premium is warranted considering the ownership of a large (production potential 

>200 koz/year), long-life (~15 years based on CG forecasts) producing asset in 

Canada (very low geopolitical risk) with among the lowest quartile costs (average LOM 

AISC of US$587/oz based on CG forecasts).  

Making an appropriate comparison is in fact difficult today since most single asset 

companies that owned an attractive (comparable) producing asset in Canada have 

been acquired by larger intermediate producers seeking to replace depleting reserves 

and grow production levels while lowering the overall geopolitical risk associated with 

the portfolio. Since we consider Atlantic Gold to be an attractive M&A target, we have 

attempted to compare current trading multiples with multiples implied by the 

acquisition price for previous takeovers of single-asset Canadian gold producers. 

Figure 3 highlights the current P/NAV multiple of Atlantic Gold relative to implied 

multiples paid in previous acquisitions (with all multiples normalized to reflect a 

gradual decline in sector valuations since the announcement of the respective 

acquisitions). As highlighted below, Atlantic Gold currently trades at a 31% discount to 

the average (normalized) P/NAV multiple of 0.76x implied by past acquisitions.  

Atlantic Gold Corporation
Estimates Revised

Speculative Buy unchanged  Target Price C$3.50 unchanged  | 16 July 2018 Precious Metals - Producer 5
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Figure 3: Atlantic Gold vs past acquisitions of Canadian single-asset companies (P/NAV multiple vs average annual AISC) 

 
Notes:          

1. Implied P/NAV multiples for acquired companies calculated based on acquisition price and forward-curve based NAV (based on prevailing Canaccord 

Genuity forecasts) prior to announcement of transaction. Latest trading P/NAV multiple for AGB.    

2. Implied P/NAV multiples for acquired companies normalized to reflect changes in precious metal producer sector valuations since the date of 

acquisition. 

3. Size of bubbles represents the average annual AISC margin (US$ M) assuming a gold price of $1,250/oz Au, average annual production and average 

AISC (based on prevailing CG estimates for three-year period following the acquisition).    

4. Average annual AISC margin (US$ M) for AGB reflects average CG forecasts for the first three years following completion of the MRC Phase 2 

expansion (2022E - 24E)                    

Source: Company Reports, Canaccord Genuity estimates 

 

While we are surprised to see the discounted valuation, we believe the discount may 

be attributable to a few factors including, 

1. Potential ramp-up risks that could affect any operation in in the first year of 

production 

2. Capital and cost escalation seen by other Canadian operations and concerns 

that MRC may be impacted as well.  

3. Less than 10 year mine-life as highlighted by current reserves as per the 

latest Phase 2 expansion mine plan. 

So far, the ramp-up at MRC appears to have progressed very well with both the mine 

and mill operating consistently at/above design. That said, with Q2/18 representing 

only the first full quarter of commercial production, investors may be looking for 

sustained performance over the next 2-3 quarters before accepting that the ramp-up 

is complete and that ramp-up risks are behind us. On the cost front, we expect AISC to 
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continue to trend lower and expect that actual cost performance in FY2018 will likely 

be key to confirming feasibility forecasts. On the reserve front, we note that current 

reserves exclude any benefit from the Phase 3 drill program that has yet to be 

incorporated into the mine plan. We believe the incorporation of the Phase 3 drill 

program could lead to a significant increase in reserve life, possibly well in excess of 

10 years (we currently model ~15 years). As such, we believe that key potential 

catalysts for multiple expansion will likely be operating and financial results in the next 

few quarters in addition to a potential reserve/resource update (late 2018/early 

2019) incorporating the attractive results from the extensive Phase 3 drill program. If 

the valuation discount were to linger, we believe Atlantic gold could ultimately be 

acquired for a significant premium by a larger producer.  

Figure 4 highlights where Atlantic Gold currently trades on an EV/oz reserves and 

EV/oz total resources basis compared to multiples paid in previous transactions. On a 

reserves basis, Atlantic Gold currently trades at $228/oz, which represents a 51% 

discount to the average acquisition implied multiple. On a total resources (including 

reserves) basis, Atlantic Gold trades at $194/oz, representing a 16% discount to the 

implied average multiple. 

Atlantic Gold Corporation
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Figure 4: EV/oz reserves (and total resources) implied by precedent transactions 

 

$0

$100

$200

$300

$400

$500

$600

$700

EV/oz  Resources (US$)

 

 
Source: Company Reports, Canaccord Genuity estimates 

$0

$200

$400

$600

$800

$1,000

$1,200

U
S

$
/
o

z

EV/oz  Reserves

Atlantic Gold Corporation
Estimates Revised

Speculative Buy unchanged  Target Price C$3.50 unchanged  | 16 July 2018 Precious Metals - Producer 8



2 

 

Figure 5: Recent drill results at Cochrane Hill highlight potential for resource growth at depth 

 
Source: Company Reports, Canaccord Genuity estimates 
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Figure 6: Operating Summary 

 
Source: Company Reports, Canaccord Genuity estimates 

 

 

(C$M except per share data)

FYE Dec 31 2018E 2019E 2020E 2021E 2022E

Production & Cost Summary

Moose River Consolidated Operation (100%), Canada Production Au (000 oz) 87 87 87 150 211

Sales Au (000 oz) 77 87 87 150 211

Cash Operating Costs (US$/oz) $396 $420 $421 $459 $504

Total Cash Costs (US$/oz) $423 $447 $450 $488 $534

All-in-sustaining Costs (US$/oz) $522 $547 $550 $562 $650

Conso l i dated Producti on Au (000 oz ) 87 87 87 150 211

Sal es Au (000 oz ) 77 87 87 150 211

Cash Operati ng Costs (US$/oz ) $396 $420 $421 $459 $504

Total  Cash Costs (US$/oz ) $423 $447 $450 $488 $534

Al l - i n-susta i ni ng Costs (US$/oz ) $559 $584 $587 $584 $666

Capital Expenditures (US$ M)

Moose River Consolidated Operation (100%), Canada Sustaining Capex $8 $9 $9 $11 $24

Growth Capex $5 $33 $66 $130 $0

Total Capex $13 $42 $75 $141 $24

Conso l i dated Sustai ni ng Capex $11 $11 $11 $14 $30

Growth Capex $6 $41 $82 $161 $0

Total  Capex $17 $52 $93 $175 $30

Operating Parameters

Moose River Consolidated Operation (100%), Canada Throughput (tpd) 5,614 5,479 5,479 10,137 15,619

Tonnes processed (000 t) 2,049 2,000 2,000 3,700 5,701

Grade processed, Au (g/t) 1.40 1.44 1.44 1.35 1.24

Recovery, Au (%) 94.3% 94.0% 94.0% 93.4% 92.5%

Open-pit Strip Ratio (Waste : Ore) 1.59 2.67 2.67 3.10 3.71

Unit site costs (US$/tonne processed) $20.58 $17.92 $17.97 $19.21 $20.78

Conso l i dated Throughput (tpd) 5,614 5,479 5,479 10,137 15,619

Tonnes processed (000 t) 2,049 2,000 2,000 3,700 5,701

Grade processed,  Au (g/t) 1.40 1.44 1.44 1.35 1.24

Recovery ,  Au (%) 94.3% 94.0% 94.0% 93.4% 92.5%

Open-pi t Str i p Rati o  (Waste  :  Ore) 1.59 2.67 2.67 3.10 3.71

Atlantic Gold Corporation
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Figure 7: Income Statement 

 
Source: Company Reports, Canaccord Genuity estimates 

 

 

(C$M except per share data)

F YE Dec 31 2018E 2019E 2020E 2021E 2022E

Revenue $127 $150 $155 $273 $394

Operating Costs ($41) ($49) ($49) ($91) ($139)

Gross Margin $86 $102 $106 $182 $255

Corporate G&A, Other ($13) ($17) ($20) ($4) ($4)

EB ITDA $73 $85 $86 $178 $251

Depreciation ($13) ($10) ($12) ($30) ($56)

EB IT $61 $75 $74 $148 $195

Interest Expense, Net ($9) ($10) ($11) ($13) ($8)

Other $0 $0 $0 $0 $0

Earni ngs Before  Taxes (EBT) $52 $65 $63 $135 $187

Taxes $1 $0 ($6) ($47) ($62)

Other ($0) $0 ($26) $0 $0

Earni ngs (Repor ted) $53 $65 $31 $88 $126

Earni ngs (Adj usted) $53 $65 $31 $88 $126

Wei ghted Avg Shares O/S (Di l uted) 237 244 254 254 254

EPS (Repor ted),  Basi c $0.27 $0.32 $0.15 $0.42 $0.60

EPS (Adj usted),  Di l uted $0.22 $0.27 $0.12 $0.35 $0.49

Gross Operating Margin (%) 68% 68% 69% 67% 65%

EBITDA Margin (%) 58% 57% 55% 65% 64%

Atlantic Gold Corporation
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Figure 8: Cash flow statement 

 
Source: Company Reports, Canaccord Genuity estimates 

 

 

(C$M except per share data)

F YE Dec 31 2018E 2019E 2020E 2021E 2022E

Earnings (Adjusted) $53 $65 $31 $88 $126

Depreciation ($13) ($10) ($12) ($30) ($56)

Other $27 $21 $50 $61 $111

Operating Cash Flow $67 $75 $69 $119 $181

Working Capital Changes ($3) $0 $0 $0 $0

Cash F l ow F rom Operati ons $64 $75 $69 $119 $181

Capital Expenditures ($17) ($52) ($93) ($175) ($30)

Other Net Investments ($2) $0 $0 $0 $0

Cash F l ow F rom Investi ng Acti v i ti es ($19) ($52) ($93) ($175) ($30)

Debt Additions $115 $0 $35 $0 $0

Debt Repayments ($115) $0 $0 $0 ($150)

Equity Financing $0 $29 $0 $0 $0

Dividends $0 $0 $0 $0 $0

Other Net Financing $2 $0 $0 $0 $0

Cash F l ow F rom F i nanci ng Acti v i ti es $2 $29 $35 $0 ($150)

Foreign Exchange Changes $0 $0 $0 $0 $0

Cash Bal ance ,  Begi nni ng $22 $69 $121 $132 $76

Net Increase  In Cash $46 $52 $11 ($56) $1

Cash Bal ance ,  End $69 $121 $132 $76 $77

F ree  Cash F l ow $45 $23 ($24) ($56) $151

Net F ree  Cash F l ow $45 $23 $11 ($56) $1

F ree  Cash F l ow/ Share $0.19 $0.10 ($0.09) ($0.22) $0.59

Net F ree  Cash F l ow /Share $0.19 $0.10 $0.04 ($0.22) $0.00

Operati ng Cash F l ow (adj usted) $67 $75 $69 $119 $181

CF PS (Adj usted) $0.28 $0.31 $0.27 $0.47 $0.71

Margins

Gross Margin (%) 67.8% 67.7% 68.6% 66.8% 64.7%

EBITDA Margin (%) 57.7% 56.7% 55.4% 65.4% 63.7%

OCF Margin (%) 52.7% 49.9% 44.6% 43.5% 46.0%

FCF Margin (%) 35.1% 15.4% -15.3% -20.6% 38.3%

Valuation

EV/EBITDA 5.3x 4.0x 3.4x 1.7x 1.5x

P/CF 6.5x 5.9x 6.7x 3.9x 2.6x

FCF Yield (%) 17% 9% NA NA 56%

ROE (%) 29% 23% 9% 19% 20%

ROIC (%) 24% 25% 9% 18% 27%
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Figure 9: Balance Sheet 

 
Source: Company Reports, Canaccord Genuity estimates 

 

 

(C$M except per share data)

FYE Dec 31 2018E 2019E 2020E 2021E 2022E

Cash & Equivalents $69 $121 $132 $76 $77

Other Current Assets $15 $15 $15 $15 $15

Total  Cur rent Assets $83 $135 $147 $90 $92

Long-term Assets $227 $269 $350 $494 $469

Total  Assets $310 $404 $496 $585 $560

Current Debt $0 $0 $0 $150 $11

Other Current Liabilities $17 $17 $17 $17 $17

Total  Cur rent Li abi l i ti es $17 $17 $17 $167 $28

Long-term Debt $139 $139 $174 $24 $0

Other long-term liabilities $4 $4 $4 $4 $4

Total  Li abi l i ti es $161 $161 $196 $196 $33

Shareholder's Equity $150 $244 $301 $389 $528

Total  Li abi l i ti es & Shareho l der 's Equi ty $310 $404 $496 $585 $560

Shares (End o f Per i od),  M 194 211 211 211 211

Book  Val ue  per  Share $0.77 $1.15 $1.42 $1.84 $2.50

Net Debt/NTM EBITDA 0.83x 0.21x 0.23x 0.39x NA

Net Debt/TTM EBITDA 0.96x 0.21x 0.49x 0.55x NA
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Figure 10: Previous estimates 

 
Source: Company Reports, Canaccord Genuity estimates 

 

 

F YE Dec 31 2018E 2019E 2020E 2021E 2022E

Production & Costs

Consolidated (Previous) Production Au (000 oz) 86 87 87 87 144

Sales Au (000 oz) 76 87 87 87 144

Cash Operating Costs (US$/oz) $381 $420 $421 $414 $484

Total Cash Costs (US$/oz) $408 $447 $449 $443 $514

All-in-sustaining Costs (US$/oz) $544 $584 $586 $531 $684

% Change (Current vs Previous) Production Au (000 oz) 0% 0% 0% 72% 46%

Sales Au (000 oz) 0% 0% 0% 72% 46%

Cash Operating Costs (US$/oz) 0% 0% 0% 11% 4%

Total Cash Costs (US$/oz) 0% 0% 0% 10% 4%

All-in-sustaining Costs (US$/oz) 0% 0% 0% 10% -3%

Financial Summary (C$)

Consolidated (Previous) EBITDA ($M) $76 $85 $86 $107 $174

EPS (Adjusted), Diluted $0.29 $0.35 $0.31 $0.29 $0.46

CFPS (Adjusted), Diluted $0.35 $0.40 $0.36 $0.35 $0.60

Total Capex ($M) $17 $11 $52 $112 $162

Free Cash Flow ($M) $49 $69 $24 ($37) ($35)

Cash Balance, End $61 $100 $86 $49 $14

% Change (Current vs Previous) EBITDA ($M) 0% 0% 0% 67% 44%

EPS (Adjusted), Diluted -17% -24% -62% 18% 8%

CFPS (Adjusted), Diluted -16% -23% -25% 32% 18%

Total Capex ($M) 0% 378% 79% 56% -82%

Free Cash Flow ($M) -4% -66% -203% 51% -535%
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Figure 11: NAV Summary 

 
Source: Company Reports, Canaccord Genuity estimates 

. 

 

Gol d Pr i ce  (LT),  US$/oz $1,553

Si l ver  Pr i ce  (LT),  US$/oz $18.34

US$/C$ (LT), US$/lb $0.81

Shares Outstandi ng (FD,  Incl .  F i nanci ngs),  000s 265,474

US$000 US$/Share C$000 C$/Share
to  Operati ng 

NAV

to  

Conso l i dated 

NAV

GOLD/SILVER ASSETS

Gol d/Si l ver  Mi nes/Advanced Pro j ects

Moose River Consolidated Operation (100%), Canada $913,340 $3.44 $1,138,598 $4.29 102% 109%

Total  Go l d/Si l ver  NAV $891,472 $3.36 $1,111,337 $4.19 100% 106%

TOTAL OPERATING NAV $891,472 $3.36 $1,111,337 $4.19 100% 106%

CORPORATE ADJUSTMENTS/OTHER

Corporate G&A ($9,585) ($0.04) ($11,949) ($0.05) -1%

Working Capital (Basic) $52,915 $0.20 $65,966 $0.25 6%

Long Term Debt ($111,500) ($0.42) ($139,000) ($0.52) -13%

Value of Dilutive Instruments (Options & Warrants) $15,436 $0.06 $19,243 $0.07 2%

Total  Corporate  Adj ustments/Other ($52,733) ($0.20) ($65,739) ($0.25) -6%

TOTAL NAV $838,739 $3.16 $1,045,598 $3.94 100%

% Contr i buti on5%
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Figure 12: Asset Summary - Moose River Consolidated 

 
Source: Company Reports, Canaccord Genuity estimates 

Moose River Consolidated Operation (100%), Canada

Type: Open-Pit

Location: Nova Scotia, Canada

Status: Producing

2018 Guidance CG Estimates

Production (koz Au) 82 - 90 87

Cash costs (US$/oz) $400 - $448 $423

AISC (US$/oz) $540 - $588 $559

● Open-Pit mines are owner operated with a CG modelled blended strip ratio of 2.69:1

Geology and Mineralization

Reserves and Resources Tonnes (Mt) Grade (g/t) Ounces (Moz)

38.41 1.28 1.58

52.30 1.32 2.22

61.90 1.26 2.50

Expansion Case PEA vs CG estimates

PEA CG Estimates

Production, LoM (koz Au) 1,460 2,313

Mining cost, LoM (C$/t) $2.40 $2.27

G&A , LoM (C$/t) $1.90 $2.80

Processing cost, LoM (C$/t) $8.90 $9.16

Cash costs, LoM (US$/oz) $516 $479

AISC, LoM (US$/oz) $555 $612

Mine Life (years) 10 18

Sust. Capital, LoM (US$M) $57 $220

Avg Sust. Capital (US$M/yr) $5.7 $12.2

Growth CapEx, LoM (US$M) $208 $258

MRC - Canaccord Genuity modelled production and cost profile

2P reserves

Measured, Indicated and Inferred (incl. of reserves)

CG Mineable resource estimate, LoM

Gold mineralization at Beaver Dam is found both within quartz veins and within the argillite and greywacke 

host rocks. At Touquoy, mineralization is predominantly disseminated in the host argillites rather than 

associated with quartz veining.

● Recently released Expansion PFS provides significant boost to scale and mine life at MRC. The study 

highlights a plant expansion to 6 Mtpa (vs approx 2 Mtpa currently) and production ramping up to over 

200,000 oz

$0

$200

$400

$600

$800

0

50

100

150

200

250

2018 2019 2020 2021 2022 2023 2024 2025

A
IS

C
 (

U
S$

/o
z)

P
ro

d
u

c
ti

o
n

 (
k

o
z
 A

u
)

Revised - MRC Production and cost profile 

Production (Touquoy) Production (Beaver Dam) Production (FMS)

Production (Cochrane Hill) AISC (US$/oz)

Atlantic Gold Corporation
Estimates Revised

Speculative Buy unchanged  Target Price C$3.50 unchanged  | 16 July 2018 Precious Metals - Producer 16



9 

 

 

Figure 13: Net Cash Profile 

 
Source: Company Reports, Canaccord Genuity estimates 
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Appendix: Important Disclosures
Analyst Certification
Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in the research.
Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated persons of
Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account.
Sector Coverage
Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation
Date and time of first dissemination: July 16, 2018, 04:30 ET
Date and time of production: July 16, 2018, 00:45 ET
Target Price / Valuation Methodology:
Atlantic Gold Corporation - AGB
Our target price of C$3.50 is based on 0.95x our operating NAVPS estimate plus net working capital and other corporate adjustments.
Risks to achieving Target Price / Valuation:
Atlantic Gold Corporation - AGB
The price of gold is Atlantic Gold’s primary risk. In addition, key risks to our target price and/or recommendation include ramp-up risks
as the MRC operation ramps up. Our valuation also incorporates the Phase 2 expansion at MRC - actual economics could be weaker
than our forecasts (considering the potential for capital/cost escalation) and could have an adverse impact on our valuation and/or
recommendation.

Distribution of Ratings:
Global Stock Ratings (as of 07/16/18)
Rating Coverage Universe IB Clients

# % %
Buy 570 61.56% 43.16%
Hold 228 24.62% 27.63%
Sell 22 2.38% 18.18%
Speculative Buy 106 11.45% 66.04%

926* 100.0%
*Total includes stocks that are Under Review

Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.

SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or the
relevant issuer.
Risk Qualifier
SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in the
stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)
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A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)
Atlantic Gold Corporation currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated companies. During this
period, Canaccord Genuity or its affiliated companies provided investment banking services to Atlantic Gold Corporation.
In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for Investment Banking services from
Atlantic Gold Corporation .
In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead manager or co-manager
of a public offering of securities of Atlantic Gold Corporation or any publicly disclosed offer of securities of Atlantic Gold Corporation or in
any related derivatives.
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment Banking
services from Atlantic Gold Corporation in the next three months.
An analyst has visited the material operations of Atlantic Gold Corporation. Partial payment was received for the related travel costs.

Atlantic Gold Corporation Rating History as of 07/13/2018
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Closing Price Price Target

Buy (B); Speculative Buy (SB); Sell (S); Hold (H); Suspended (SU); Under Review (UR); Restricted (RE); Not Rated (NR)

Past performance
In line with Article 44(4)(b), MiFID II Delegated Regulation, we disclose price performance for the preceding five years or the whole period
for which the financial instrument has been offered or investment service provided where less than five years. Please note price history
refers to actual past performance, and that past performance is not a reliable indicator of future price and/or performance.

Online Disclosures
Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@canaccordgenuity.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures
regarding the dissemination of research by following the steps outlined above.
General Disclaimers
See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in this
report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships; research
analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities and related
derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures can be found in
a hyperlink located in the section labeled, “Compendium Reports.” “Canaccord Genuity” is the business name used by certain wholly
owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited, Canaccord Genuity
Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 50%-owned by Canaccord Genuity Group Inc.
The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer with
principal offices located in Sydney and Melbourne.
The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon
(among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such authoring analysts
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have not received, and will not receive, compensation that is directly based upon or linked to one or more specific Investment Banking
activities, or to recommendations contained in the research.
Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as
a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy on
managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is
available upon request.
The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the
exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity,
its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not
independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are
provided in good faith but without legal responsibility or liability.
From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.
This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for
general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any
particular person. Investors should obtain advice based on their own individual circumstances before making an investment decision.
To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts any liability
whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.
Research Distribution Policy
Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by all
of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the firm’s
sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may also
receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described above,
Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees without prior
compliance consent.
For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.
Short-Term Trade Ideas
Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a near-
term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity that may
be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks. A
short-term trade idea may differ from the price targets and recommendations in our published research reports that reflect the research
analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. It is possible, for example, that a subject company's common equity that is considered a long-
term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in the market or for other
reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or “Speculative Buy’ could be
considered susceptible to a downward price correction, or other factors may exist that lead the research analyst to suggest a sale over
the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and the firm does not intend, and does not
undertake any obligation, to maintain or update short-term trade ideas. Short-term trade ideas are not suitable for all investors and are
not tailored to individual investor circumstances and objectives, and investors should make their own independent decisions regarding
any securities or strategies discussed herein. Please contact your salesperson for more information regarding Canaccord Genuity’s
research.
For Canadian Residents:
This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada (IIROC)
and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated investment
discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.
For United States Persons:
Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States.
This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC. Analysts
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employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These
analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.
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