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Commissioning Progressing Well in Spite of the Weather 

Event 

This week, Rye Patch Gold held an analyst day and invited us down to tour its 
facilities at the now producing Florida Canyon mine (see Exhibits 1 & 2).  

Highlights 
 Mining Now Progressing Well: Commissioning ahead of our schedule in spite 

of bad weather (light rain at the site during the visit) and minor mechanical 
problems with truck engine failure and conveyor belt breakdowns.  We 
believe the mine is producing ~130oz/day, a level at which operating financial 
breakeven is achieved. It is on schedule for Q3 commercial production (see 
Exhibit 3), ahead of the late Q4 commissioning we conservatively forecast. 
Commercial production comes when the mine achieves a consistent 60% of 
the 75Koz p.a. the mine is rated at for Phase 1. We capitalize production until 
then, and may revise once we see the monthly production build-up figures.  

 Operating Costs per Tonne are also Tracking Slightly Lower than the PEA:  
Lower prices for diesel and reagents for the plant are helpful, as are qualified 
and experienced staff. Rye patch has had success in attracting operators and 
managers from Newmont and Barrick, among others. Downhill trucking 
makes hauling quick and cheap. Pit walls are currently at 52° compared to the 
45° used in the PEA, making for less waste stripping.  The geometry and quick 
recovery is what makes the mine viable.  Minimal capex is required for Florida 
Canyon build-up as additional equipment will likely be leased, and the plant 
already has capacity to 200Koz pa.  

 Tons and Grade Reconciliation in Line: Overall, slightly higher tons are 
offsetting slightly lower grade such that the resource estimates are tracking 
to within ~2%.  Irrigation commenced in April of the same ore type that had 
been mined for 30 years and leached on pads 300 feet high, so the resource 
and metallurgy is well understood.  

 Exploration Stepped up from Cash Flow: The plan is to spend $3M, $5M and 
$7M in 2017, 2018 and 2019 respectively. Drilling will target near mill 
material as well as infill and expand the known resource.  Future drilling will 
pierce the underlying sulphides to expand on the previous drilling of 2.5g/t 
from 260 holes.  Management believes there could be ~3Moz of sulphides.   

Valuation 

We use a long-term gold price of US$1,600/oz, and have accordingly adjusted 
costs higher (see Exhibit 4). We use a 7% discount for the Florida Canyon Mine, 
and a 10% discount for the Lincoln Hill Mine (start production in 2019) and the 
Wilco Mine (start production in 2022) to reach our NPV valuation of $0.75/sh.  

Bottom Line 

With cash flow from the commencement of operations, management can begin 
exploring an area that is ripe for further expansion. We expect permits for drilling 
Lincoln Hill by mid-year. We rate RPM as Buy with a 12-month target price of 
$0.75.  

Rating: BUY (unchanged)

Price Target: $0.75 (unchanged)

Market Data

Target return (incl. dist.): 167.9%

Distribution/yield: $0 / 0%

Units outstanding (M, FD): 387.3

Market capitalization ($M):

Net Asset Value (NAV) ($): 0.76

52-week range ($): 0.22 - 0.47

Last fiscal year ended:

CAD

Forecasts F17E F18E F19E

(0.01) 0.04 0.04

Previous n/c n/c n/c

(0.01) 0.05 0.06

Previous n/c n/c n/c

Company Profile

Last Price: $0.28

Ticker: RPM-V

Average weekly volume:

Currency (unless otherwise indicated):

EPS ($)

CFPS ($)

Rye Patch Gold Corp. is a junior gold and silver mining

and development company in central Nevada, US.

Rye Patch's Florida Canyon mine is expected to start

commercial production soon, with cash flow from the

project funding development of the Lincoln Hill and

Wilco projects. 
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Exhibit 1: Florida Canyon Heap Leach Facilities 

 

Source: iA Securities 

Exhibit 2: Heap Leach Close-up 

 

Source: iA Securities 
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Exhibit 3: Rye Patch Timeline 

 

Source: Rye Patch Gold Corp.  

Exhibit 4: Florida Canyon Production Parameters 

 

Sources: iA Securities, Rye Patch Gold Corp. 

 

 

 

 

 

 

Florida Canyon PEA iA Assumptions

Mine Type Heap Leach Heap Leach

Mine Life (Years) 8.5 21

M&I Resource (Koz) 1,127 1,127

Ore Grade (g/t) 0.45 0.45

Strip Ratio (Waste:Ore) 1.47:1 2.1:1

Au Recovery Rate (%) 71 70

LOM Gold Production (Koz) 613 1,359

Annual Production (Koz) 77 65

Cash Costs (US$/oz) 759 1,008

AISC (US$/oz) 887 1,049

Initial Capex (M US$) 28.9 28.9

Payback (After Tax) (Years) 3 3

NPV(5%) (After Tax) (M US$) 56.4 260.7

IRR (%) 34 48

Assumed Long Term Gold Price (US$/oz) 1,150 1,600



 Rye Patch Gold Corp. 

George Topping  May 18, 2017 Page | 4 

Investment Recommendation Rating System  

Strong Buy:  Expected to provide a substantial return over the next 12 months, with a lower level of risk than comparable investments.   

Buy:  Expected to provide a reasonably positive return over the next 12 months.   

Speculative Buy: Expected to provide a positive return over the next 12 months, but with a high level of risk, or based on a future uncertain 
event.  

Hold:  Expected to remain in a trading range near the current share price for the next 12 months. 

Sell:  Expected to deliver a negative return over the next 12 months. 

Under Review:  Currently available information is inadequate to provide an investment rating. 

Tender:  Investors should tender their shares to the current offer. 

 

Company related disclosures:  

Issuer Company Ticker Applicable Disclosures 

Rye Patch Gold Corp. RPM-V 7, 9 

See legend of Disclosures on next page. 

 

General Disclosures 

Please note that Industrial Alliance Securities Inc. (‘iA Securities’) merged with MGI Securities Inc. on April 1, 2014 and continued their operations 
as Industrial Alliance Securities Inc.  As a result, the enclosed disclosures may relate to either Industrial Alliance Securities Inc. or to MGI Securities 
Inc. for the period prior to April 1, 2014. All appropriate disclosure will be included until no longer needed. 

The information and opinions contained in this report were prepared by iA Securities. iA Securities is controlled by Industrial Alliance Insurance & 
Financial Services Inc. (‘Industrial’). Industrial is a TSX Exchange listed company (IAG-T) and as such, iA Securities is an affiliate of Industrial. The 
opinions, estimates and projections contained in this report are those of iA Securities as of the date of this report and are subject to change 
without notice. iA Securities endeavours to ensure that the contents have been compiled or derived from sources that we believe to be reliable 
and contain information and opinions that are accurate and complete. However, iA Securities makes no representations or warranty, express or 
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents. Information may be available to iA Securities that is not reflected in this report. 
This report is not to be construed as an offer or solicitation to buy or sell any security. The reader should not rely solely on this report in evaluating 
whether or not to buy or sell securities of the subject company.  

Definitions 

“Research Analyst” means any partner, director, officer, employee or agent of iA Securities who is held out to the public as a research analyst or 
whose responsibilities to iA Securities include the preparation of any written report for distribution to clients or prospective clients of iA Securities 
which includes a recommendation with respect to a security. 

"Research Report" means any written or electronic communication that iA Securities has distributed or will distribute to its clients or the general 
public, which contains an analyst's recommendation concerning the purchase, sale or holding of a security (but shall exclude all government debt 
and government guaranteed debt). 

Conflicts of Interest 

The research analyst and or associates who prepared this report are compensated based upon (among other factors) the overall profitability of iA 
Securities, which may include the profitability of investment banking and related services. In the normal course of its business, iA Securities may 
provide financial advisory services for the issuers mentioned in this report. iA Securities may buy from or sell to customers the securities of issuers 
mentioned in this report on a principal basis. 

Analyst’s Certification 

Each iA Securities research analyst whose name appears on the front page of this research report hereby certifies that (i) the recommendations 
and opinions expressed in the research report accurately reflect the research analyst’s personal views about the issuer and securities that are the 
subject of this report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) no part of 
the research analyst’s compensation was, is, or will be directly or indirectly, related to the specific recommendations or views expressed by such 
research analyst in this report. 

 

 

 

 



 Rye Patch Gold Corp. 

George Topping  May 18, 2017 Page | 5 

Analyst’s Ethics 

As a condition of employment, analysts are required to adhere to the Code of Ethics and Standards of Professional Conduct of the CFA Institute 
(formerly Association for Investment Management and Research ‘AIMR’). 

Analyst Trading 

iA Securities permits analysts to own and trade in the securities and or the derivatives of the issuer under their research coverage, subject to the 
following restrictions. No trades can be executed in anticipation of coverage for a period of 30 days prior to the issuance of the report and 5 days 
after the dissemination of the report to our clients. For a change in recommendation, no trading is allowed for a period of 24 hours after the 
dissemination of such information to our clients. A transaction against an analyst’s recommendation can only be executed for a reason unrelated 
to the outlook of the stock for the issuer and with the prior approval of the Director of Research and the Chief Compliance Officer. 

Research Dissemination Policy   

iA Securities makes its research available in electronic and printed formats and makes every effort to disseminate research simultaneously to all 
eligible clients. Research is available to our institutional clients via Bloomberg and First Call as well as through our sales representatives via email, 
fax or regular mail. Electronic versions are distributed in PDF format. Additionally, the research is only intended to be distributed in jurisdictions 
where iA Securities is licensed. 

For Canadian Residents: This report has been approved by iA Securities which accepts responsibility for this report and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any such issuer discussed should do so through a qualified salesperson of iA Securities in their 
particular jurisdiction.  

For US Residents: iA Securities is not a U.S. broker-dealer and therefore is not governed by U.S. laws, rules or regulations applicable to U.S. broker-
dealers. Consequently, the persons responsible for the content of this publication are not licensed in the U.S. as research analysts in accordance 
with applicable rules promulgated by the U.S. self-regulatory organizations. Any U.S. institutional investor wishing to effect trades in any security 
referred to herein should contact iA Securities (USA) Inc., a U.S. broker-dealer affiliate of iA Securities. 

 

Disclosure Legend  

1. Within the last 12 months, iA Securities has received compensation for investment banking services or has provided investment banking 
services with respect to the securities of the issuer. 

2. iA Securities expects to receive or intends to seek compensation for investment banking services from the issuer covered in this report 
within the next three months. 

3. In the past 12 months, iA Securities has managed or co-managed a public offering of securities for the issuer. 
4. iA Securities makes a market in the securities of the issuer. 
5. iA Securities beneficially owned 1% or more of the common equity (including derivatives exercisable or convertible within 60 days) of the 

issuer as of the month end preceding this report. 
6. The iA Securities research analyst(s), who cover the issuer discussed, members of the research analyst’s household, research associate(s) or 

other individual(s) involved directly or indirectly in producing this report: 
a. have a long position in its common equity securities. 
b. have a short position in its common equity securities. 

7. The analyst has visited the issuer’s operations in Nevada, US. No payment or reimbursement was received from the issuer for the 
associated travel costs. 

8. In the past 12 months, the issuer is (or has been) a client of iA Securities and received non-banking and non-securities related services for 
which iA Securities received or expects to receive compensation.  

9. In the past 12 months, neither iA Securities, its officers or directors, nor any analyst involved in the preparation of this report have provided 
services to the issuer for remuneration other than normal course investment advisory or trade execution services. 

10. An officer or director of iA Securities, outside of the Equity Research Department, or a member of his/her household is an officer or director 
of the issuer or acts in an advisory capacity to the issuer. 

11. The analyst has relied in the preparation of the recommendation on material provided by a third party which will be disclosed on request.  

 

Copyright 

All rights reserved. All material presented in this document may not be reproduced in whole or in part, or further published or distributed or 
referred to in any manner whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the 
prior express written consent of iA Securities Inc. 

iA Securities is a member of the Investment Industry Regulatory Organization of Canada (‘IIROC’) and the Canadian Investor Protection Fund 
(‘CIPF’). 

iA Securities is a business name and trademark of Industrial Alliance Securities Inc. 

 


