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Recommendation: Buy (S) 
Target Price: C$1.20 

 

 
Integra Gold Corp (ICG-TSXV) 

Doubles Scale; IRR Still Impressive 
 

Current Price C$0.79 Shares Outstanding (MM)

52 Wk High C$0.96      Basic

52 Wk Low C$0.38      Diluted

Cash (MM) C$40.0      Mngt. & Dir.

Total Debt (MM) $0.0 Market Cap.

Spot NAV C$1.12 Float

Spot P/NAV 0.70x EV

EV/oz (Mine Plan) 156

EV/oz (Resource) 69 5.0 MMoz

C$342.70

2.2 MMoz

484.4

508.0

15.9

C$370.17

C$382.70

Mine Plan Resources

Total Resource  

  Unless otherwise denoted, all figures shown in US$ 
We are using a 0.75 US$/C$ conversion rate 

Investment Thesis: Integra is rapidly advancing its high grade underground (U/G) 
Lamaque South discovery (1.94 MMoz at 8.83 g/t) following its shrewd acquisition 
of the past producing Sigma Mine & Mill at <10% of replacement value. We like the 
story for its attractive location (Val-d’Or) in a mining centre and the opportunity to 
bring on low-cost production ($634/oz AISC) by 2018 with little permitting risk. 
Eldorado acquired an initial 15% interest in the stock in Q3/15.  

Highlights: 

• Mine Life More Than Doubles: The new PEA assumes a 156% increase in 
LOM gold production vs. the 2015 PEA and now matches Cormark’s 10-year 
mine life assumption following the strong drilling success in 2014-17. 

• Simpler, Bulk Mine Plan: As expected, the new mine plan focuses on low-
cost long-hole (“L/H”) mining to reduce total opex. The new mine plan sources 
the majority of its ore from Triangle and this helps boost the annual production 
profile by 35% (to 135 koz/yr in the first eight years). 

• Economics Still Superb: The new mine plan results in lower grade vs the 
2015 PEA (already accounted for in Cormark model) but is offset by 
economies of scale and a larger NPV5% (C$363 MM at $1,250/oz). With a 
43% IRR and modest capex, the project is top quartile in terms of fundability. 

• Retain Buy (S) Rating, Increase Target To C$1.20: The new study drives a 
target increase to C$1.20 from C$1.00. At 0.7x NAV, Integra offers good 
upside compared to recent Canadian M&A (PRB, KAM, CRJ) which has 
been consistently priced at >1.0x NAV. 

 
Company Description: 

Integra Gold has acquired the Sigma mill, resource and 
tailings, immediately adjacent to its new high grade, near 
surface discovery in Canada’s Val d’Or Gold Camp. The 
company is on track to become a medium scale (130 
Koz/yr) low-cost ($634/oz AISC) producer and will benefit 
from a location adjacent to all required infrastructure and 
an advanced brownfields permitting procedure. Eldorado 
(ELD:T, Market Perform rating, C$5.00 target, covered by 
Richard Gray) holds a 13% ownership position in the 
stock. 

  

 
Source: BigCharts.com, February 27, 2017 (Chart C$) 
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PEA Catching Up To Red Hot Drill Bit: Integra has updated a PEA (the third iteration since the maiden 
2014 study) to include a more relevant estimate of resource inventory. We had expected this change and 
Cormark already accounted for a 10-year mine life and bulk mine plan in our model. We highlight the 
major study outcomes below:  

• 156% Increase In Gold Production: Integra has had two red-hot years with the drill bit and the 
resource growth has translated to a larger scope and increased mine life (from 4.5 to 10.3 years). 

• Bulky Mine Plan: Integra has transitioned to primarily L/H mining method and also assumes a larger 
throughput (from 1,300 tpd to 1,675 tpd). The project will now peak at 155 koz/yr in Year 7 and will 
average 123 koz/yr LOM. 

• More Defendable Capex: The capex increase (from $54 MM to $85 MM) reflects the larger scope 
and also includes the experience gained from U/G ramp development in 2016. The new estimate is 
also backed by firm contractor quotes and a more detailed study of the refurbishment required at the 
existing mill and tailings. We would argue that the new capex number is reflective of what corporate 
suitors would have already carried in their models and Lamaque South is still very fundable. Note that 
the unfunded capex is just 0.2x Integra’s market cap) (see Figure 2). 

• AISC Still Strong: The bulk mine plan lowers the grade at the mill to 6.96 g/t (vs 8.19 g/t in the last 
PEA) but is in line with our model (7.03 g/t). The lower grade is offset by economies of scale and the 
resultant AISC (US$634/oz LOM) is still within the lowest quartile for the group. Long-hole mining unit 
cost estimates actually increased but almost all mining is now L/H, so the combined cost is reduced. 

• Robust Economics At Lower Gold Pricing: Despite the increased scale, the project demonstrates 
a robust post-tax IRR of 43% at the base case gold price assumption of $1,250/oz. The project 
continues to offer strong returns at even lower gold pricing (34% at $1,150/oz) 

Figure 1: PEA Results 

1st PEA  
(Toll-Mill)

2nd PEA 
(Own Mill)

Cormark 
(Prior)

New PEA 
(2017)

Cormark New

Long-term Gold Price (US$/oz) $1,275 $1,175 $1,200 $1,250 $1,200
FX Rate (C$:US$) 1.05 1.14 1.33 1.30 1.33

Tonnes Milled (MMt) 2,081 2,081 4,901 6,300 6,261
LOM Diluted Gold Grade (g/t) 8.19 8.19 7.03 6.96 6.96

Total Mine Life (years) 4.25 4.5 10 10.3 10
Average Annual Throughput (tpd) 1,480 1,300 1,428 1,675 1,810
Average Gold Recovery (%) 92% 93% 94% 94% 94%

Mining Cost $56 $51 $90 $66 $65
Processing Cost (US$/t) $34.3 $23.7 $24 $19 $19
LOM Operating Costs (US$/t) $151 $117 $127 $93 $91

LOM Cash Costs (US$/oz) $617 $483 $601 $458 $487
LOM All-In Sust. Cost (US$/oz) $767 $641 $755 $634 $754

Average Gold Production (oz/yr) 112,400 109,900 100,985 123,000 125,921

Initial Capital (US$ MM) (1) C$69 (1) C$62 (2) $64 (1) $85 (2) $144
Sustaining Capital (US$ MM) C$67 C$89 $143 $238 $232
Total Capital (US$ MM) C$136 C$151 $207 $323 $376

After-tax NPV5% (US$ MM) C$88 C$114 $232 $363 $336

After-tax IRR (%) 38% 59% 45% 43% 42%  
Source: Company Reports/Cormark Securities 
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Figure 2: Cormark Buildability Chart 
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Source: Company Reports/Cormark Securities 

Resource Continues To Grow:  

• An updated resource estimate for Triangle is already underway (due Q1/17) and will include 105,000 
m of new drilling that did not inform the November 2016 resource (1.9 MMoz at 8.83 g/t total 
inventory) used in the recent PEA.  

• Our model also excludes potential additions from the past-producing Sigma/Lamaque deposits and 
we expect that at least some of the 2.4 MMoz resource will eventually fall into the Integra mine plan. 

• In our view, Lamaque South on its own will eventually top 2.5 MMoz to drive a 12-15-year mine life 
and added mine plan flexibility. 

Bulk Sample - The Major 2017 Event:  

• With this PEA Integra has removed a major pushback by dealing with the perceived lack of scale. 
Lamaque South is now one of the larger, advanced, high quality Canadian assets under development 
and is poised to surpass Richmont’s (RIC:T, Market Perform rating, C$13.00 target, covered by 
Richard Gray) Island Mine in scale.  

• Given this milestone we now view confirmation of bulk-mineability as the next derisking event as 
there is still a large inferred component to the mine plan inventory (57% of Triangle resource is 
inferred).  

• On this point, we note that Integra is starting with some conservative mine dilution estimates (i.e. 35% 
average dilution at 0 g/t modeled in PEA). 

• Additionally, recent in-fill drilling has demonstrated grades well in excess of the resource model incl. 
71.61 g/t Au over 14.75 m within the proposed bulk sample area (see Figure 3). 
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Figure 3: C2 Long-Section Showing Recent Assays And Bulk-Sample Area 

 
Source: Company Reports 

Valuation Improves:  

• The PEA beat our forecasts and drives our spot ($1,250) NAV to C$1.12 (from C$0.96) and as a 
result we increase our target to C$1.20 from C$1.00.  

• Integra remains a high conviction takeout target in our developer coverage list as it has few Canadian 
peers that can offer >130 koz/yr of near-term production while showing a strong IRR at lower gold 
pricing.  

• We expect 2017 to be the year that Integra tackles the remaining technical questions of dilution which 
should help erode the discount to NAV. 

• With C$40 MM in cash, the company is fully funded for the year and will be active in terms of news 
flow (Drilling (ongoing), Resource (Q1/17), Bulk Sample (Q3/17). 
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Figure 4: Valuation Table – Integra Gold Corp (At $1,200/oz) 

US$MM US$/Share

Assets
Lamaque NPV5% 336.0 0.61
Sigma Indicated Resources ($20/oz) 11.7 0.02
Sigma Inferred Resources ($10/oz) 18.5 0.03

Corporate Adjustments
Current Cash 30.0 0.05
♦Eastmain Stock 3.1
Cash from Warrants/Options ITM at Target 3.4 0.01
Future Equity Financing 62.2 0.11
Debt 0.0 -                             

Total 464.9 0.84
Total (C$) C$619.9 C$1.12

Basic Shares Outstanding (Current) 484.43
Options and Warrants Outstanding 19.20
Fully Financed Shares Outstanding 551.54

Current Integra Price C$0.79

Price/NAV 0.70x  
Source: Cormark Securities Inc.  

Figure 5: P/NAV Comparables (At $1,250/oz) 
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Source: Cormark Securities Inc.  

 

We, Tyron Breytenbach and Andrew Khov, hereby certify that the views expressed in this research report accurately reflect our personal views about 
the subject company(ies) and its (their) securities. We also certify that we have not been, and will not be receiving direct or indirect compensation in 
exchange for expressing the specific recommendation(s) in this report. 



  

Tyron Breytenbach,  P.Geo,  (416) 943-6747, tbreytenbach@cormark.com 
Andrew Khov,  CPA,  CA,  CFA,  Assoc ia te ,  (416) 943 6749, akhov@cormark.com 

MORNING MEETING NOTES 
FEBRUARY 28, 2017 

 

 

 



  

Tyron Breytenbach,  P.Geo,  (416) 943-6747, tbreytenbach@cormark.com 
Andrew Khov,  CPA,  CA,  CFA,  Assoc ia te ,  (416) 943 6749, akhov@cormark.com 

MORNING MEETING NOTES 
FEBRUARY 28, 2017 

 

 

 



  

Tyron Breytenbach,  P.Geo,  (416) 943-6747, tbreytenbach@cormark.com 
Andrew Khov,  CPA,  CA,  CFA,  Assoc ia te ,  (416) 943 6749, akhov@cormark.com 

MORNING MEETING NOTES 
FEBRUARY 28, 2017 

 

 

  



  

 

MORNING MEETING NOTES 
FEBRUARY 28, 2017 

 

 
 
 
 
 
 

RECOMMENDATION TERMINOLOGY 
 

Cormark’s recommendation terminology is as follows:  
 Top Pick  our best investment ideas, the greatest potential value appreciation 
 Buy  expected to outperform its peer group 
 Market Perform  expected to perform with its peer group 
 Reduce  expected to underperform its peer group 
Our ratings may be followed by "(S)" which denotes that the investment is speculative and has a higher degree of risk associated with it. 
 

Additionally, our target prices are set based on a 12-month investment horizon. 

 

 

 

For Canadian Residents: This report has been approved by Cormark Securities Inc. (“CSI”), member IIROC and CIPF, which takes 
responsibility for this report and its dissemination in Canada. Canadian clients wishing to effect transactions in any security discussed should do 
so through a qualified salesperson of CSI. For US Residents: Cormark Securities (USA) Limited (“CUSA”), member FINRA and SIPC, accepts 
responsibility for this report and its dissemination in the United States. This report is intended for distribution in the United States only to certain 
institutional investors. US clients wishing to effect transactions in any security discussed should do so through a qualified salesperson of CUSA. 
Every province in Canada, state in the US, and most countries throughout the world have their own laws regulating the types of securities and 
other investment products which may be offered to their residents, as well as the process for doing so. As a result, some of the securities 
discussed in this report may not be available to every interested investor. This report is not, and under no circumstances, should be construed 
as, a solicitation to act as 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 all clients and does not have 
regard to the particular circumstances or needs of any specific person who may read it. This report is provided for information purposes only and 
does not constitute an offer or solicitation to buy or sell any securities discussed herein. 

The information and any statistical data contained herein have been obtained from sources believed to be reliable as of the date of publication, 
but the accuracy or completeness of the information is not guaranteed, nor in providing it does CSI or CUSA assume any responsibility or 
liability. All opinions expressed and data provided herein are subject to change without notice. The inventories of CSI or CUSA, its affiliated 
companies and the holdings of their respective directors, officers and companies with which they are associated may have a long or short 
position or deal as principal in the securities discussed herein. A CSI or CUSA company may have acted as underwriter or initial purchaser or 
placement agent for a private placement of any of the securities of any company mentioned in this report, may from time to time solicit from or 
perform financial advisory, or other services for such company. The securities mentioned in this report may not be suitable for all types of 
investors; their prices, value and/or the income they produce may fluctuate and/or be adversely affected by exchange rates. 

No part of any report may be reproduced in any manner without prior written permission of CSI or CUSA. 

A full list of our disclosure statements as well as our research dissemination policies and procedures can be found on our web-site at: 
www.cormark.com 
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