
 

(Currency is  CAD$ unless noted otherwise)

Closing Price $0.54

Consensus NAVPS $0.79

52 Week Low / High $0.07   /   $1.18

Consensus P/NAV

CAPITALIZATION Basic Diluted 

Shares Outstanding (M) 377.8     410.6     

Market Capitalization ($MM) $204.0

Enterprise Value ($MM) $186.0

Estimated Cash ($MM) $18.8

Last reported debt ($MM) $0.8

STOCK CHART

RELATIVE PERFORMANCE

POTENTIAL VALUATION

RELATIVE VALUATION US$EV/oz AuEq P/NAV

Peer Group Average* $2 0.00x

RNC Minerals $7 0.68x

*Capital IQ Consensus

MAJOR SHAREHOLDERS

1,2,3,4

(Please refer to the disclosures listed on the back page)

Source: RCKS, Company Information, Capital IQ

Company Description

DISCLOSURE CODE:

0.68x

RNC Minerals is a multi-asset mineral resource 

company with a portfolio of nickel, cobalt, and gold 

production and exploration properties. RNC has a 28% 

interest in a nickel joint venture with Waterton that owns 

the Dumont Nickel-Cobalt Project located in the Abitibi 

region of Quebec which contains the second largest 

nickel reserve and eighth largest cobalt reserve. RNC 

has a 100% interest in the producing Beta Hunt mine 

where the company has discovered a high-grade coarse 

gold structure from a new development area.

Management (14.01%), Marquest Asset Management 

Inc. (0.71%), Mack & Weise GmbH Vermögensver 

(0.4%)
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Current Blended
Valuation

Upside

-68% +75% +152%

Downside

$0.94 $1.36

  

 

 

Priced as of prior trading day's market close, EDT (unless otherwise noted). 
All values in USD unless otherwise noted. 

For Disclaimer and Applicable Disclosures, see the end of this report 
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Site Visit: Beta Hunt Has High Grade Gold!  
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Site Visit 

) 

 

 

 

Impact: Mildly Positive  

We recently had the opportunity to visit Beta Hunt in West Australia 
and our overall impression was positive, as the company shifts focus 
to defining higher grade resources (both bulk and selectively 
mineable). Importantly, the company has a credible thesis as to why 
higher grades zones of both types occur and where they should 
occur, so the next step is drilling to prove it out. With the balance 
sheet repaired, we expect ongoing exploration and development 
work to be the key catalysts for demonstrating the potential that 
we see at Beta Hunt. 
 

Highlights:  

• More specimens to come; working thesis points to a likely 
repeat. The company has identified a combination of factors that 
have late porphyry mineralization in the main shear plus the 
sedimentary unit intersecting tensional veins that lead to 
specimen gold (Figure 5).  

• Bulk mining resource expected to underpin the operation. 
Historically, Beta Hunt’s bulk mining targets have delivered 
grades between 2.5-3.5 g/t Au; however, recent operating results  
and development work, point to bulk mining grades materially 
improving. In our view, an improvement to +4 g/t (very possible) 
would make this a profitable mine, especially if “specimen zones” 
can be added into the mix.   

• Taking the “Time” and having the “Money” to figure it out. 
The gold mine at Beta Hunt has never had the proper time and 
money put into it to prove out and develop its potential. With 
+C$18M in cash in hand and management’s decision to 
temporarily cease bulk mining, this company is well positioned to 
demonstrate this potential.  

 

Valuation:  
We believe RNC’s shares should be worth C$0.94/sh. Our fair 
value estimate is based on our probability-based valuation method 
for Beta Hunt (C$0.89/sh), plus the company’s other assets 
(C$0.05/sh). In our view, the key re-rating catalysts, relate to ongoing 
exploration and development work at Beta Hunt, demonstrating the 
potential for additional “specimen zones” and its potential to be a 
+100k oz/year mine, with decent mine-life. Upcoming catalysts 
include: 1) Drilling and development results from Beta Hunt and 2) 
Balance sheet update.   
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Valuation:  
We believe RNC’s shares should be worth C$0.94. Our fair value estimate is based 
on our probability-based valuation method for Beta Hunt (C$0.89/sh), plus the 
company’s other assets (C$0.05/sh).  
 
Figure 1: Sum of parts valuation 

 
Source: RCKS Estimates, Capital IQ 

We estimate Beta Hunt is worth C$0.89/sh. Our fair value estimate is based on our 
probability-based valuation method, which incorporates three possible scenarios for the 
Beta Hunt Mine only, and weights them based the likelihood of occurrence while 
adjusting for the time and capital to achieve the outcome: 
 

1. Upside Case – C$1.31/sh – 2.5M oz at 5-7 g/t Au – 15% probability – this case 
assumes that RNC can not only demonstrate a meaningful bulk tonnage 
resource but also define some specimen grade areas, bringing the overall grade 
up with incremental ounces. The reason that we have ascribed a 15% probability 
is that we believe there are additional specimen grade zones and while it may be 
difficult to quantify in a resource, the company’s share price may reflect them, if 
they can be discovered with some regularity. 

2. Medium Case – C$0.92/sh – 2M oz at 4-5 g/t Au – 80% probability – this case 
assumes the definition a large bulk mineable resource, which we view as very 
likely (see below) as the company has the money and is taking the time to prove 
this up. Since this is a permitted mine in a Tier 1 jurisdiction, we ascribe a 
US$140/oz multiple to these ounces. The addition of a long-term milling solution 
would increase this multiple. 

3. Downside Case – C$0.12/sh – 500k oz at <3g/t Au – 5% probability – this 
represents the status quo, and we have given these ounces a lower value, since 
past operations, suggest that this grade is not sustainable. This case would 
represent a significant failure of the current exploration program and we view this 
unlikely.  

 
 
 
 

 
 

(C$M) (C$/sh)

Beta Hunt - Probability Based Valuation $335.9 $0.89

Dumont Ni-Co Project (28% Project Ownership) $16.4 $0.04

Orford Mining (35% Equity Ownership) $2.4 $0.01

Debt -$0.5 $0.00

Other $0.0 $0.00

Total $354.2 $0.94

Note: Current cash assumed to be spent on exploration and development at Beta Hunt

Assets
NAV
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Figure 2: Probability based valuation  

 

 
Source: RCKS Estimates 

 
Figure 3: EV/oz vs Grade for producing assets  

 

 
Source: RCKS Estimates, Capital IQ 

Balance of the company’s projects and assets worth C$0.94/sh. RNC holds a 
number of other assets besides Beta Hunt. They include a 35% equity interest in Orford 
Mining (C$2.49M or C$0.01/share) and a minority 28% interest in the Dumont Ni-Co 
project (C$16.39M or C$0.04/share). The Orford equity interest is valued at market 
prices and Dumont is valued based on the last transaction with RNC’s partner on the 
project.  
 
Upcoming catalysts include: 1) Drilling and development results from Beta Hunt and 
2) Balance sheet update. 
 

Scenario Description
Potential 

Value ($M)

Additional Capital 

from Today to 

Achieve ($M)

Shares to be issued 

to achieve this case

Est. Share Count 

When Achieved

Per Share 

(C$)

Time to 

Achieve 

(Years)

Time Adjusted 

Per Share Value 

(C$)

Probability 

Downside Case

Status Quo - Deposit remains at current 

size and grade (500k oz @ <3 g/t Au) - at 

US$75/oz

$48.8 $10.0 18.5 396.7 $0.12 0.0 $0.12 5%

Medium Case
Increased Scale at Better Grades - 2Moz 

@ 4-5 g/t Au - at US$140/oz
$364.0 $0.0 0.0 396.7 $0.92 1.0 $0.87 80%

Upside Case

Increased Scale at Better Grade plus 

Ability to Define Some Specimen Grade 

Areas - 2.5Moz @ 5-7 g/t Au - at 

$520.0 $0.0 0.0 396.7 $1.31 1.0 $1.25 15%

Blended Valuation Estimate
Notes:

Discount rate of 5%
To achieve downside case, shares issued at the current share price
Medium case shares issued in 3 tranches at an average price of $0.54

Upside case shares issued in 3 tranches at an average price of $0.89
Capital to be raised in subsequent cases, reduced by prior case
Assumed that any in the money warrants/options would reduce the required capital to be raised and would have a roughly neutral impact 

$0.89
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Figure 4: Comparable companies 

 

 
Source: RCKS Estimates, Capital IQ 

 
Father’s Day Vein Unlikely to be One-Off 
More specimens to come. The biggest question that we had on our site visit, was “Is 
there another Father’s Day Vein?” and while finding a 60m3 zone grading ~160 opt 
(4,977 g/t) will be challenging, we believe the company has a found a working thesis to 
systematically identify these zones. We highlight that spectacular grades and “specimen 
zones” are not uncommon at Beta Hunt (Figure 4). 
 
Figure 5: Mineralization zones  

 

 
Source: Company Reports 

FY2018 FY2019 FY2020 FY2018 FY2019 FY2020

TSX:ANX Anaconda Mining Inc. $0.20 $24 $21 $4 $1 0.15x 2.1x 1.2x 1.9x 3.8x 2.4x 3.8x
TSXV:AGB Atlantic Gold Corporation $1.50 $355 $429 $40 $114 0.58x 5.6x 4.4x 4.6x 6.3x 6.0x 7.5x
TSX:ORA Aura Minerals Inc. $1.91 $83 $87 $30 $34
NYSE:CDE Coeur Mining, Inc. $3.95 $803 $1,127 $105 $429 0.58x 7.9x 5.0x 4.5x 7.0x 4.1x 3.5x
TSX:GQM Golden Queen Mining Co. Ltd. $0.13 $39 $70 $8 $39 0.33x
TSX:MQR Monarques Gold Corporation $0.26 $61 $53 $15 $8
TSXV:NEE Northern Vertex Mining Corp. $0.26 $47 $85 $8 $45
TSX:PG Premier Gold Mines Limited $1.53 $311 $254 $57 0.38x 15.7x 8.0x 5.1x 51.7x 7.6x 5.4x
TSX:PVG Pretium Resources Inc. $9.47 $1,737 $2,336 $190 $789 0.51x 8.8x 5.3x 4.2x 8.6x 5.7x 4.6x
TSXV:SGN Scorpio Gold Corporation $0.01 $1 $6 $1 $6
TSX:SSRM SSR Mining Inc. $14.30 $1,720 $1,482 $481 $244 0.99x 8.3x 6.6x 4.8x 16.4x 10.7x 8.9x
TSX:TMR TMAC Resources Inc. $5.78 $650 $838 $14 $202 0.70x 19.4x 4.9x 4.3x 25.1x 5.8x 4.9x
TSX:WDO Wesdome Gold Mines Ltd. $3.69 $497 $475 $31 $8 0.85x 9.6x 9.0x 5.6x 14.6x 13.5x 9.1x

0.58x 9.1x 5.4x 4.3x 18.4x 7.3x 6.1x

Name LastTicker P/NAVDebt
EV/EBITDA P/CFPS

Cash
Mrkt 

Cap
EV
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Working thesis suggests a large target area exists. The company has identified a 
combination of factors that they believe lead to the Father’s Day vein being formed. The 
first, is that the Father’s Day vein occurs, off the main shear in tensional veins, where 
these veins intersect the pyritic sediment layer. As well, it appears that the presence of 
later unmineralized porphyries within the shear appear to be an important factor (likely 
created or remobilized gold into the tensional veins). A rough representation of where 
these zones are expected to occur can be seen in Figure 5. 

 
Figure 6:  Cross Section Demonstrating Potential Specimen Gold Zones 

 

 
Source: Company Reports, RCKS Estimates 

Taking this thesis into account, suggests there appear to be lots of areas for this 
to repeat. There are four gold bearing shear zone identified on the project that appear 
to have a 4km strike length. The sedimentary layer appears to intersect all four shears 
suggesting that multiple of these small zones may exist (Figure 6). The company has 
clearly identified the intersection on both the Western Flanks and A-Zone shears, where 
most of the planned exploration and developed is expected to be focused. 
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Figure 7:  Intersections across shear zones 

 

 
Source: Company Reports 

 

Bulk Mineable Shear Zones Likely to Underpin the Operation 
Grades appear to be getting better. Over the last two years, bulk mining operations at 
Beta Hunt, have resulted in mined grades of between 2-3 g/t Au, with the resource grade 
at 3.2 g/t Au. However, in Q2 and Q3, grades have improved (excluding the Father’s 
Day vein) and we view this as evidence that the company is starting to better understand 
the ore body. As part of our site visit, we noted that development grades from the 307 
and 325 levels in the Western Flanks shear zone, were coming higher than the resource 
grade and are outside the resource. 
 
Beta Hunt has real scale potential. Previous development and mining for gold has 
been focused in a relatively small area; however, work to date points to four shears 
zones within the sublease, that have a strike of ~4km each.  With the shears zone being 
3-8m wide and a defined vertical extent of over 200m (open at depth). Rough math would 
suggest that to get to 2Moz at 4 g/t the company would need to drill-off approximately 
5.2km of the 16km of potential shear zones. While unlikely to occur with the resource 
update in Q2 2019, it is very likely to the company can demonstrate its ability to get to 
this size. 
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Figure 8:  Plan view of gold targets and drill intersections 

 

 
Source: Company Reports 

 
Derek Macpherson | VP Mining Analysis, dmacpherson@redcloudks.com 
Edmond Thorose | VP Corporate Development, ethorose@redcloudks.com 
Alex Pitcher | Associate, Mining Analysis, apitcher@redcloudks.com 
Beatrice Cigagna | Associate, Mining Analysis, bcigagna@redcloudks.com 

 
Red Cloud Klondike Strike Inc. 
105 King Street East, 2nd Floor  
Toronto ON, M5C 1G6 
RCKSTalk@RedCloudKS.com 
www.redcloudks.com/rcks-talk 
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Disclaimer 

Red Cloud Klondike Strike Inc. is registered as an Exempt Market Dealer in British Columbia, Alberta, Saskatchewan, 
Manitoba, Ontario, Quebec, New Brunswick, Nova Scotia, Prince Edward Island, Newfoundland & Labrador, and the 
Yukon. Part of Red Cloud Klondike Strike Inc.'s business is to connect mining companies with suitable investors that 
qualify under available regulatory exemptions (the "Red Cloud KS Business"). Red Cloud Klondike Strike Inc., its 
affiliates and associates, and their respective officers, directors, representatives, researchers and members of their 
families (collectively, "Red Cloud KS") may hold positions in the companies mentioned in this publication and may 
buy or sell, or buy and sell their securities or securities of the same class on the market or otherwise. Additionally, 
Red Cloud KS may have provided in the past, and may provide in the future, certain advisory or corporate finance 
services and receive financial and other incentives from issuers as consideration for the provision of such services. 
Red Cloud KS has prepared this publication for general information purposes only, NOT as part of the Red Cloud KS 
Business. This publication should not be considered a solicitation to purchase or sell securities or a recommendation 
to buy or sell securities. The information provided by Red Cloud KS for the purposes of this publication has been 
derived from sources believed to be accurate, but cannot be guaranteed. Opinions or analysis contained in this 
publication may be subject to change and Red Cloud KS does not undertake to advise the reader of such changes. 
This publication does NOT take into account the particular investment objectives, financial situations, or needs of 
individual recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues, etc.) which may 
exist for certain persons. Recipients should rely on their own investigations and take their own professional advice 
before investment. Red Cloud KS will not treat recipients of this publication as customers or clients by virtue of having 
viewed this report. 
 
Company Specific Disclosure Details   

Company Name Ticker Symbol Disclosures 

RNC Minerals TSX:RNX 1, 2, 3, 4 

 
1. A member of Red Cloud KS team has visited/viewed material operations of the issuer. 
2. In the last 12 months, Red Cloud KS has been retained under a service or advisory agreement by the 

subject issuer. 
3. In the last 12 months, Red Cloud KS has received compensation for investment banking services. 
4. Red Cloud KS or a member of the Red Cloud KS team or household, has a long position in the shares 

and/or the options of the subject issuer. 
5. Red Cloud KS or a member of the Red Cloud KS team or household, has a short position in the shares 

and/or the options of the subject issuer. 
6. Red Cloud KS or a member of the Red Cloud KS team own more than 1% of any class of common equity 

of the subject issuer. 
7. A member of Red Cloud KS team or a member’s household serves as a Director or Officer or Advisory 

Board Member of the subject issuer. 
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