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Metallurgical test results on Olive material demonstrate the project’s 
viability as a satellite ore feed at increased gold grades and favourable 
gold recoveries, thereby enhancing Eagle’s value. Of more significance to 
our base case valuation, however, is the recent crash in the value of the 
Canadian dollar, which has a materially positive effect on our valuation. 

Year end Revenue 
(C$m) 

PBT* 
(C$m) 

EPS* 
(c) 

DPS 
(c) 

P/E 
(x) 

Yield 
(%) 

02/13 0.0 (2.3) (2.6) 0.0 N/A N/A 
02/14 0.0 (1.6) (0.9) 0.0 N/A N/A 
02/15e 0.0 (2.5) (0.6) 0.0 N/A N/A 
02/16e 0.0 (2.8) (0.8) 0.0 N/A N/A 

Note: *PBT and EPS are normalised, excluding intangible amortisation, exceptional items 
and share-based payments. 

Olive metallurgy favours its development 
Management originally expected the higher grade Olive material would yield gold at 
materially lower gold recoveries than Eagle’s average life-of-mine average of 
c 73%. However, new metallurgical results indicate gold recoveries are higher than 
expected. The first three of nine column tests performed on Olive material have 
generated an average recovery of 69% using the same crush size as proposed for 
Eagle’s plant. Further, favourable leach kinetics have been reported with over 80% 
of gold recovered within 30 days of leaching. Until Victoria Gold (VIT) provides 
clarity on how Olive material will be incorporated into Eagle’s processing schedule, 
we maintain our upside valuation assumptions. These increase the head grade at 
Eagle’s processing plant in four to six years from an average of 0.83g/t Au to 
0.93g/t Au at an average gold recovery of 73%; however, we note that this may 
reduce fractionally, dependent on how much Olive ore is treated. 

Shamrock deposit yields 89% recovery 
Though only one bottle roll leach test was performed on Shamrock material 
(another potential satellite ore feed), 89% of gold was recovered, further 
demonstrating the favourable metallurgical nature of deposits near Eagle. 

Valuation: US$:C$ forex rate has marked effect 
We move our previous C$0.63 per share base case valuation (including our capex 
schedule) forward one year to FY16 (VIT’s year end is end February), and adjust it 
for a US dollar: C dollar forex rate of 0.79 (0.93 previously) and the Q315 results. 
We adjust our gold price forecasts as per our sector report Gold: The value of gold 
and other metals and use a 10% discount rate to reflect general equity risk. On this 
basis our valuation increases a material 83% from C$0.63 to C$1.15 per share. Our 
upside valuation, which uses the aforementioned adjustments, but also factors in 
extra crushing capacity, and raises the head grade in the early years of production 
(due to Olive ore being treated), rises 72% from C$1.08 per share to C$1.86 per 
share. At a flat gold price of US$1,200/oz, our base case and upside valuations 
become C$0.67 and C$1.16 per share respectively. For diluted valuations, see 
following page. 

Victoria Gold Olive metallurgical results 

Olive met results positive, forex effects more so  

Price C$0.18 
Market cap C$60m 

US$/C$:0.79 
Net cash (C$m) at 30 Nov 14 15.0 

 

Shares in issue 340.1m 

Free float 76% 

Code VIT 
  

Primary exchange TSX-V 

Secondary exchange N/A 
 

Share price performance 

 
 

% 1m 3m 12m 

Abs 12.5 71.4 9.1 

Rel (local) 9.2 69.2 1.6 
 

52-week high/low C$0.22 C$0.09 
 

Business description  

The Eagle Gold Project, Victoria Gold’s flagship 
project, is located in the 100%-owned Dublin Gulch 
property in the Yukon Territory, Canada. Victoria 
Gold also intends to explore its other claims while 
developing Eagle and is looking to monetise its 
Santa Fe project in Nevada, US. 
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Valuations on a diluted basis and at a gold price of 
US$1,200/oz 

For VIT to pursue a conventional 50/50 debt/equity financing strategy to raise the C$430m required 
to develop Eagle, at its current share price of around C$0.175, would require raising C$152m in 
equity via the issue of 871m new shares (equating to dilution of 256%). This would leave a residual 
funding requirement of C$245m to complete the project. This leads to a fully diluted base case 
valuation of C$0.42 (previously C$0.26), representing 140% upside to its current share price of 
C$0.175. 

We understand that VIT’s management would put Eagle’s development on hold rather than raise 
equity at its current share price, and instead would envisage raising equity at a price of C$0.30 or 
more. If it cannot raise equity (which is unlikely in the current market) at such a price, it would look 
to alternatively fund the project, potentially obtaining financing on a revenue streaming basis (eg by 
reaching an agreement with companies such as Silver Wheaton or Royal Gold) or through involving 
a strategic partner to assist Eagle’s funding. Therefore, on the basis that Victoria Gold would not 
pursue development of the Eagle project with a share price below C$0.30, we use this share price 
to indicate the company’s value on a diluted basis, which is C$0.60 per share (previously C$0.39 at 
a C$0.15 share price, and on our previous valuation assumptions outlined in our September 2014 
Outlook note, Eagle enhanced by Olive). Raising the equity component at a C$0.30 share price 
would roughly halve dilution (cf raising equity at C$0.175 a share) from 256% to 149%. At a flat 
gold price of US$1,200/oz over the life of mine, this valuation becomes C$0.40 per share. 

Factoring in the effects of our upside valuation, the above methodology (ie using C$0.30 share 
price to raise equity) yields a value of C$0.75 per share (diluted), representing 329% upside to the 
current C$0.175 share price, and would increase dilution (due to our assumption of a 30% increase 
in capex) from 149% to 214%. At a flat gold price of US$1,200/oz over life of mine this valuation 
becomes C$0.52 per share. 

http://www.edisoninvestmentresearch.com/research/report/victoria-gold1
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Exhibit 1: Financial summary 
  C$'000s 2013 2014 2015e 2016e 2017e 2018e 2019e 2020e 
28-February   IFRS IFRS IFRS IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS            
Revenue     0 0 0 0 0 48,488 398,866 453,336 
Cost of Sales   15,796 (2,779) (2,850) (3,056) (3,056) (19,129) (124,701) (135,806) 
Gross Profit   15,796 (2,779) (2,850) (3,056) (3,056) 29,359 274,165 317,529 
EBITDA     (3,391) (2,491) (2,850) (3,056) (3,056) 29,359 274,165 317,529 
Operating Profit (before amort. and except.) (3,391) (2,491) (2,850) (3,056) (20,641) (8,133) 236,673 280,037 
Intangible Amortisation   0 0 0 0 0 0 0 0 
Exceptionals   18,308 (364) 0 0 0 0 0 0 
Other   (1,475) (1,438) 593 0 0 0 0 0 
Operating Profit   13,442 (4,293) (2,257) (3,056) (20,641) (8,133) 236,673 280,037 
Net Interest   1,046 940 390 272 205 (18,300) (37,026) (23,010) 
Profit Before Tax (norm)     (2,345) (1,550) (2,460) (2,785) (20,435) (26,434) 199,646 257,027 
Profit Before Tax (FRS 3)     14,488 (3,353) (1,867) (2,785) (20,435) (26,434) 199,646 257,027 
Tax   (4,843) 30 (108) 0 0 0 (59,894) (77,108) 
Profit After Tax (norm)   (8,663) (2,959) (1,975) (2,785) (20,435) (26,434) 139,753 179,919 
Profit After Tax (FRS 3)   9,645 (3,323) (1,975) (2,785) (20,435) (26,434) 139,753 179,919 
           Average Number of Shares Outstanding 
(m) 

 339.7 340.1 340.1 340.1 340.1 340.1 340.1 340.1 

EPS - normalised (c)     (2.6) (0.9) (0.6) (0.8) (6.0) (7.8) 41.1 52.9 
EPS - normalised and fully diluted (c)   (1.2) (0.4) (0.3) (0.4) (2.9) (3.7) 19.8 25.5 
EPS - (IFRS) (c)     2.8 (1.0) (0.6) (0.8) (6.0) (7.8) 41.1 52.9 
Dividend per share (c)   0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
           Gross Margin (%)   N/A N/A N/A N/A N/A 60.5 68.7 70.0 
EBITDA Margin (%)   N/A N/A N/A N/A N/A 60.5 68.7 70.0 
Operating Margin (before GW and except.) 
(%) 

 N/A N/A N/A N/A N/A N/A 59.3 61.8 

           BALANCE SHEET           
Fixed Assets     110,076 112,949 112,395 112,395 305,821 487,319 449,827 412,334 
Intangible Assets   9,163 0 0 0 0 0 0 0 
Tangible Assets   100,853 112,949 112,395 112,395 305,821 487,319 449,827 412,334 
Investments   60 0 0 0 0 0 0 0 
Current Assets     33,621 25,498 25,166 21,837 11,583 11,583 38,505 42,982 
Stocks   0 0 0 0 0 0 0 0 
Debtors   14,265 11,008 5,861 5,861 5,861 5,861 32,784 37,260 
Cash   12,489 14,175 13,583 10,254 0 0 0 0 
Other   6,867 315 5,721 5,721 5,721 5,721 5,721 5,721 
Current Liabilities     (6,087) (3,908) (4,997) (4,453) (208,060) (415,991) (265,668) (52,734) 
Creditors   (6,087) (3,908) (4,997) (4,453) (4,725) (4,589) (9,998) (10,911) 
Short term borrowings   0 0 0 0 (203,335) (411,402) (255,670) (41,823) 
Long Term Liabilities     (4,616) (3,784) (3,784) (3,784) (3,784) (3,784) (3,784) (3,784) 
Long term borrowings   0 0 0 0 0 0 0 0 
Other long term liabilities   (4,616) (3,784) (3,784) (3,784) (3,784) (3,784) (3,784) (3,784) 
Net Assets     132,994 130,755 128,780 125,996 105,560 79,127 218,879 398,798 
           CASH FLOW           
Operating Cash Flow     (8,946) (3,986) (1,535) (3,601) (2,784) 29,223 192,758 236,857 
Net Interest    1,046 940 390 272 205 (18,300) (37,026) (23,010) 
Tax   4,097 (553) 0 0 0 0 0 0 
Capex   (3,587) 4,428 553 0 (211,010) (218,990) 0 0 
Acquisitions/disposals   14 37 0 0 0 0 0 0 
Financing   107 821 0 0 0 0 0 0 
Dividends   0 0 0 0 0 0 0 0 
Net Cash Flow   (7,269) 1,687 (592) (3,330) (213,589) (208,067) 155,732 213,847 
Opening net debt/(cash)     (19,664) (12,489) (14,175) (13,583) (10,254) 203,335 411,402 255,670 
HP finance leases initiated   0 0 0 0 0 0 0 0 
Other   94 0 (0) 0 0 0 0 0 
Closing net debt/(cash)     (12,489) (14,175) (13,583) (10,254) 203,335 411,402 255,670 41,823 
Source: Company accounts, Edison Investment Research 
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Victoria Gold and prepared and issued by Edison for publication globally. All information used in the 
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2015. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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