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Signs of life
Cash flows from financing activities
increased significantly for the top 100 in
the 12 months to June 30, 2016, as cash
flows in from debt and equity financings
increased to the tune of 45% and 48%,
respectively.

An interview with Monica Banting,
PwC Canada
It’s too early to call it a recovery, but
there might be light at the end of
the tunnel for the Canadian junior
mining sector.
Throughout the first half of 2016,
investors saw a rise in the market
capitalization of the top junior mining
companies on the TSX Venture Exchange
(TSX-V) by more than 100% from the
market doldrums of 2015. Mining
companies once again make up over
50% of the total market capitalization of
the TSX-V (up from 36% as of June 30,
2015). Certainly, many issuers continue
to struggle to raise cash and keep projects
moving forward. But there are stories of
resilience and success that, at the very
least, have brightened the junior mining
sector outlook.
Investors and traders have been
responding bullishly to the rising prices
of some commodities, most notably gold,
to greater liquidity in the debt and equity
markets, to rebounding cash reserves
and to renewed merger and acquisition
activity. There’s also a human element
at play, as markets are rewarding
companies run by experienced mining
executives who have demonstrated
creative leadership and an agile approach
to capital allocation, putting their
organizations in a strong position to ride
any recovery.
The aggregate market cap of the top 100
junior mining companies hit on the TSX-V
CA$11.4 billion at the end of June 2016,
up from just CA$4.8 billion a year earlier.
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Over the past year, certain companies have
fared particularly well. NexGen Energy
Ltd., for example, which sat atop the 100
list before graduating to the TSX in July,
saw its value more than triple in the 12
months leading to June 30 this year, while
securing debt financing in excess of CA$70
million during the period.
A year ago, Kaminak Gold Corp. wasn’t
one of the top five junior mining
companies. This year it landed in at
number three, after Vancouver-based
Goldcorp Inc. announced its CA$520
million acquisition of the company
in May. The deal came shortly after a
promising feasibility study on Kaminak’s
key asset, the 100%-owned Coffee
Gold project located south of Dawson
City, Yukon. Goldcorp’s acquisition may
prove that junior miners can still attract
quality purchasers under the right
circumstances.
On a macro level, greater political and
economic uncertainty around the globe
has provided some lift to junior miners as
the price of gold rose by as much as 22%
by the middle of the year. Britain’s Brexit
vote to leave the European Union, the
inscrutability of the US Federal Reserve
on interest rate policy and widespread
uncertainty over the upcoming US
presidential election has motivated
global investors to seek safer havens
including gold.
The result has been the first sustained
rally in gold prices since 2012, which
in turn has created new enthusiasm for
junior gold companies. Indeed, 72 of
the top 100 issuers on the TSX-V had
exposure to gold, compared with just 59
issuers a year earlier.
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Upcoming release:
The new energy revolution

The race for lithium
It has had a role in the nuclear arms
race as an ingredient in hydrogen
bombs, and now lithium could
become a key element in the green
energy movement. The cost of
lithium-ion cells has fallen to about
CA$200 per kilowatt-hour—about
10 times cheaper than when Sony
Corp. released the first commercial
lithium‑ion battery in 1991.
Electric vehicles, mobile phones,
e-bikes and electricity storage needs
are driving demand, and supply will
continue to trail until new projects
come online in the next five years.
As prices for lithium soar, more than
100 companies are exploring for
new supplies, many focused on the
lithium triangle defined by Bolivia,
Chile and Argentina.

Top 100 companies

1

TSX-V:NXE

NexGen Energy Ltd.

34

TSX-V:RZZ

Abitibi Royalties Inc.

67

TSX-V:LIO

Lion One Metals Ltd.

2

TSX-V:ROG

Roxgold Inc.

3

TSX-V:KAM

Kaminak Gold Corp.

35

TSX-V:ODN

Odin Mining & Exploration Ltd.

68

TSX-V:WML

Wealth Minerals Ltd.

36

TSX-V:PGM

Pure Gold Mining Inc.

69

TSX-V:MIN

4

TSX-V:GSV

Excelsior Mining Corp.

Gold Standard Ventures Corp.

37

TSX-V:DAN

Arianne Phosphate Inc.

70

TSX-V:GPY

5

Golden Predator Mining Corp.

TSX-V:GDRZ.F

Gold Reserve Inc.

38

TSX-V:NUG

NuLegacy Gold Corp.

71

TSX-V:EOX

Euromax Resources Ltd.

6

TSX-V:FF

First Mining Finance Corp.

39

TSX-V:REX

Orex Minerals Inc.

72

TSX-V:CUU

Copper Fox Metals Inc.

7

TSX-V:ICG

Integra Gold Corp.

40

TSX-V:NOT

Noront Resources Ltd.

73

TSX-V:SVCM.F

SilverCrest Metals Inc.

8

TSX-V:NMX

Nemaska Lithium Inc.

41

TSX-V:MLN

Marlin Gold Mining Ltd.

74

TSX-V:MD

Midland Exploration Inc.

9

TSX-V:BCM

Bear Creek Mining Corp.

42

TSX-V:ACS

Archon Minerals Ltd.

75

TSX-V:SMD

Strategic Metals Ltd.

10

TSX-V:CKG

Chesapeake Gold Corp.

43

TSX-V:PRB

Probe Metals Inc.

76

TSX-V:IDM

IDM Mining Ltd.

11

TSX-V:BRI

Brazil Resources Inc.

44

TSX-V:CRE

Critical Elements Corp.

77

TSX-V:PE

Pure Energy Minerals Ltd.

12

TSX-V:VIT

Victoria Gold Corp.

45

TSX-V:EMX

Eurasian Minerals Inc.

78

TSX-V:GWA

Gowest Gold Ltd.

13

TSX-V:KDI

Kennady Diamonds Inc.

46

ASX:WAF

West African Resources, Ltd.

79

TSX-V:ATY

Atico Mining Corp.
Merrex Gold, Inc.

14

TSX-V:BGM

Barkerville Gold Mines Ltd.

47

TSX-V:BME

Barsele Minerals Corp.

80

TSX-V:MXI

15

TSX-V:AUG

Auryn Resources Inc.

48

TSX-V:NSRP.F

Novo Resources Corp.

81

TSX-V:SCZ

Santacruz Silver Mining Ltd.

16

TSX-V:BCN

Bacanora Minerals Ltd.

49

TSX-V:REG

Regulus Resources Inc.

82

TSX-V:GRR

Golden Reign Resources Ltd.

17

TSX-V:RD

Red Eagle Mining Corp.

50

TSX-V:LLG

Mason Graphite Inc.

83

TSX-V:ANK

Angkor Gold Corp.

18

TSX-V:ORE

Orezone Gold Corp.

51

TSX-V:IPT

IMPACT Silver Corp.

84

TSX-V:ZEN

Zenyatta Ventures Ltd.

19

TSX-V:AOT

Ascot Resources Ltd.

52

TSX-V:RBX

Robex Resources Inc.

85

TSX-V:CGM

California Gold Mining Inc.

20

TSX-V:ASM

Avino Silver & Gold Mines Ltd.

53

TSX-V:RML

Rusoro Mining Ltd.

86

TSX-V:CLZ

Canasil Resources, Inc.

21

TSX-V:GRM

Goldrock Mines Corp.

54

TSX-V:PRO

Pershimco Resources Inc.

87

TSX-V:NHK

Nighthawk Gold Corp.

22

TSX-V:ANF

Anfield Gold Corp.

55

TSX-V:CPM

Crystal Peak Minerals Inc.

88

TSX-V:MMY

Monument Mining Ltd.

23

TSX-V:CSO

Corsa Coal Corp.

56

TSX-V:SSP

Sandspring Resources Ltd.

89

TSX-V:WKM

West Kirkland Mining Inc.

24

TSX-V:AGB

Atlantic Gold Corp.

57

TSX-V:GXS

Goldsource Mines Inc.

90

TSX-V:NEE

Northern Vertex Mining Corp.

25

TSX-V:NCA

NewCastle Gold Ltd.

58

TSX-V:KTN

Kootenay Silver Inc.

91

TSX-V:GBL

GB Minerals Ltd.

26

TSX-V:FPC

Falco Resources Ltd.

59

TSX-V:RUP

Rupert Resources Ltd.

92

TSX-V:EPO

Encanto Potash Corp.

27

TSX-V:UCU

Ucore Rare Metals Inc.

60

TSX-V:GRG

Golden Arrow Resources Corp.

93

TSX-V:SOI

Sirios Resources Inc.

28

TSX-V:MRZ

Mirasol Resources Ltd.

61

TSX-V:KNT

K92 Mining Inc.

94

TSX-V:PML

Panoro Minerals Ltd.

29

TSX-V:AFM

Alphamin Resources Corp.

62

TSX-V:JAG

Jaguar Mining Inc.

95

TSX-V:CBJ

CB Gold Inc.

30

TSX-V:RPM

Rye Patch Gold Corp.

63

TSX-V:CDB

Cordoba Minerals Corp.

96

TSX-V:MQR

Monarques Gold Corp.

31

TSX-V:GQC

Goldquest Mining Corp.

64

TSX-V:MJS

Majestic Gold Corp.

97

TSX-V:LA

Los Andes Copper Ltd.

32

TSX-V:ATC

ATAC Resources Ltd.

65

TSX-V:DMI

Diamcor Mining Inc.

98

TSX-V:CXX

Candelaria Mining Corp.

33

TSX-V:LIX

Lithium X Energy Corp.

66

TSX-V:TUD

Tudor Gold Corp.

99

TSX-V:LRA

Lara Exploration Ltd.

100 TSX-V:LI
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American Lithium Corp.

Top 100 highlights and analysis
With cash reserves rising, attention shifts to capital allocation
There are approximately 1,000 mining
issuers on the TSX-V, with the top 100
accounting for approximately two thirds
of the sector’s market value.

The breakdown of where the top
companies sit in the mining life cycle
remained mostly unchanged from the
prior year, with the majority of companies
at the exploration and evaluation stage,
followed by development and production
stage entities. But the different market
valuation gains for each category
are noteworthy. The 63 exploration
companies led the way, rising by 154%
as a group, suggesting that investors see
the biggest opportunity in greenfield
projects. The 25 issuers focused on the
development stage enjoyed an aggregate
gain of 124%, and the 12 production
companies rose a respectable 67%.

The market capitalization of these top
100 surged 138%, to CA$11.4 billion,
in the 12 months ended June 30, 2016.
Investors’ renewed enthusiasm for the
sector doesn’t necessarily signal the
end to the painful downturn, but it puts
market valuations very close to where
they were in 2012.

Figure 1: S
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Figure 2: TSX-V market capitalization 2007– 2016 ($ billion CAD)
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Figure 3: Average and total market capitalization by stage of mining ($ billion CAD)
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Top 100 highlights and analysis
Lithium, a key material in batteries
for electric vehicles and consumer
electronics products, is a metal of rising
importance on the exchange. Five
companies in the top 100 are primarily
lithium plays, compared with just one
in 2015.

Figure 4: Equity raises vs. Debt raises by stage of mining ($ million CAD)

Debt

Gold companies had an average market
capitalization of CA$112.3 million,
up from just CA$50.9 million a year
earlier. While investors are clearly more
enthusiastic about gold’s future these
days, a key question for junior gold
issuers is capital allocation. Many made
significant cuts to survive the downturn
and the long-term effects of that belt
tightening remain unclear. The market
is now watching to see when and how
these companies will begin to spend
money again.
A year ago, the greatest fear among
members of the top 100 was running out
of cash entirely. Reserves were dwindling
and the equity and debt markets had all
but dried up for much of the TSX-V. Cash
remains a serious concern for many of
the juniors in 2016, but an upward trend
in cash reserves may spell relief ahead.
The top 100 companies reported a total
of approximately CA$900 million in their
coffers, up from approximately CA$670
million a year earlier and close to the
level reported for 2014.
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The trend among the top five junior
miners was even more pronounced
during the same period, with cash
reserves rising to CA$240 million from
just CA$70 million in June 2015.

22 entities raised more
than CAD$10 million
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4 entities raised more
than CAD$30million

Top 100 highlights and analysis
Figure 5: Total cash, top 100 ($ billion CAD)
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The number of companies able to go to
the market for funds remained steady
over the twelve months to June 30,
2016, but the amounts the juniors were
able to raise increased significantly.
Cash flows from financing activities
rose 89%, to CA$1.2 billion, over the
twelve months to June 30, 2016. The
top 100 raised CA$763 million through
equity financings and the remainder
from debt. On the equity front, four
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companies dominated: Integra Gold
Corp. (CA$61 million), Gold Reserve
Inc. (CA$57 million), Kennady
Diamonds Inc. (CA$52 million) and
Roxgold Inc. (CA$46 million). Roxgold
was also able to bring in CA$92 million,
by drawing on its senior debt facility.
NexGen raised over CA$70 million
through the issuance of convertible
debentures.
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Figure 6: Total cash, top 100 by stage of
mining ($ million CAD)
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Pockets of strength

The gold rally in the last six months
“
has definitely changed things for
the juniors.
”

Monica Banting, Senior Manager, PwC
on the recent gold run
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Top five financial highlights and analysis
Figure 7: Total cash, top 5 and top 100 ($ million CAD)
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Figure 8: TSX-V market capitalization, 2016 top 5 mining companies ($ million CAD)
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This is Kaminak’s only appearance on the
top-five list, but Gold Reserve, Roxgold
and NexGen held onto their top-five
status from a year earlier. Two juniors fell
off the list in 2016, including Reservoir
Minerals Inc., which was acquired by
Nevsun Resources Ltd. in June.
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Importantly, two members of the group
progressed beyond the TSX-V in July
this year, with NexGen graduating to the
TSX and Kaminak Gold being acquired
by Goldcorp for CA$520 million.

2009

719

Gold is the key asset for each of the
top five juniors, with the exception of
number-one-ranked NexGen Energy,
a uranium exploration company.

Top 100

1,405

1,307

On average, these leaders nearly
doubled their market capitalization
over the 12 months ended June 30,
2016, to CA$546 million. The market
capitalization of the group surged 137%,
to CA$2.7 billion.
The top five junior miners also managed
to replenish diminishing cash reserves,
reporting an average of CA$49 million
on hand, up from just CA$14 million a
year earlier.

Top 5

2,266

The top five junior mining
companies in 2016 accentuate
the early signs of improvement
the sector has shown this year
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Gold Reserve
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Navigating a path to success
Roxgold credits a high-grade mine and a clarity of vision
How did Roxgold succeed in this environment?
“The focus of success has really been to differentiate
ourselves from a lot of the other projects that are out
there,” says John Dorward, the President and CEO.
“We’re largely competing for capital with a number of
other companies. And I think we try to highlight our
strengths, which is clearly our grade.”

An interview with John Dorward,
President and CEO, Roxgold
Roxgold Inc. says that before the end of the year it
will begin commercial production of its Yaramoko
gold mine in Burkina Faso, West Africa. The event
defies most expectations for junior miners during
a devastating downturn and caps five years of
perseverance by a seasoned management team.
The Toronto-based company discovered the site in
early 2011, on the cusp of the biggest downturn in
the mining sector since the 1990s. During the next
few years, capital began to dry up for junior miners
and the price of bullion swung dramatically, rising
35% above the spot price at the time of the Yaramoko
discovery and then descending more than 20%
below. Within Burkina Faso, political instability
swept the country after a mass uprising, followed by
democratic elections a year later.
During the current tumultuous times, Roxgold
managed to rank among the top five junior miners on
the TSX-V, holding the number two spot in both 2015
and 2016.

Differentiation

As they say in the mining
“
business, grade is king. So I think
that’s certainly been one of the things
we’re focused on.

”

John Dorward, President & CEO, Roxgold
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Roxgold reported a mill feed grade of 15.4% per
tonne as of August 31, 2016, representing one of the
highest grades in the industry.
The company says one of its biggest challenges
during the last five years has been access to capital,
with many investors skeptical about junior miners’
ability to control costs. Roxgold responded by
highlighting to the market the potential margins
and cash flow from its project once the mine is in
production. It’s a message investors liked.
When it came to building the project, Roxgold was
able to turn the economic downturn to its advantage,
getting access to experienced contractors who
were short of work and negotiating favourable
terms on contractual items such as warranties and
performance conditions. As a result, the Yaramoko
project has come in under budget and ahead of
schedule.
Roxgold reported US$63.5 million in cash and gold
positions as of August 31, 2016. Looking ahead,
the company says it will expand its drilling in
the Yaramoko area and will also restart regional
exploration. It plans to have an updated life-of-mine
plan published in the first quarter of 2017.
Dorward is also increasingly optimistic about the
prospects for the broader gold mining industry. “I
think the sector as a whole will continue to progress
and become stronger,” he says. “I think that investors
will be a little more cautious and focus a little more
on quality.”

Atlantic Gold goes open pit in Nova Scotia
In today’s challenging environment, it can pay to think
unconventionally
Financing

We had a significant amount of
“
management and other shareholders

An interview with Chris Batalha,
CFO, Atlantic Gold

Nova Scotia has seen three bursts of gold
mining activity over the last 150 years,
but none of them turned the province
into a regular supplier of the precious
metal. Geological challenges, such as
high concentrations of gold hidden in
narrow veins of rock, have kept most big
prospectors away.
But Atlantic Gold Corp. believes it has the
knowledge and technology to succeed
where others have declined to tread.
The Vancouver-based company has
reached the construction stage of an open
pit project in central Nova Scotia, with
plans to eventually produce an average
87,000 ounces a year, for a minimum of
eight and a half years. And if the move
seems unusual given today’s market
conditions, it’s supposed to.
“We actually saw this as an opportunity to
take advantage of a counter-cyclical market
and acquire projects for a lower valuation
than what they ordinarily might be valued
at,” says Chris Batalha, the Chief Financial
Officer. “With the downturn in the market,
we were able to locate certain projects
through multiple acquisitions that may not
have ordinarily been available.”
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who decided to subscribe for significant
amounts of money, which really sends a
message to the market that we’re putting
our money where our mouth is.

”

Chris Batalha, CFO, Atlantic Gold

Atlantic Gold, which was known as Spur
Ventures Inc. until 2014, has a mandate
to acquire advanced-stage deposits in
mining-friendly jurisdictions that are
technically sound and economically viable
based on current gold prices. The Nova
Scotia project, called the Moose River
Consolidated Project, is estimated to have
all-in sustaining costs of CA$690 an ounce.
So far, the strategy appears to be working.
The management team has raised
significant funds in a relatively short
period of time, including the completion of
a CA$9.2 million flow-through financing
deal in September 2016. He attributes their
success to three factors. First, management
is both seasoned and a significant investor
in the company, and this sends a positive
message to the market.
Second, Atlantic Gold has taken many
steps to reduce risks. These include
fixed-price construction contracts, grade
control practices to delineate proper waste
in ore and a business model that shows
the economic viability of the project at
different gold prices. In addition, the
company has negotiated a memorandum
of understanding with the Assembly of
Nova Scotia Mi’kmaq Chiefs that addresses
employment, training, provision of
services and other opportunities.

Third, similar to many Canadian junior
gold miners, the company is benefiting
from the higher price of bullion.
Atlantic Gold has also demonstrated a
commitment to keeping stakeholders
and the general market apprised of its
activities, through conferences, open
houses and one-on-one meetings. In the
first nine months of the year, for example,
it put out more than 30 news releases.
That transparency is made easier by the
fact that management believes in the
quality of the asset and isn’t afraid to
confront risks head-on, Batalha says.
“We know where we’re going to mine and
have a high confidence level as to the grade
of the ore. We know that we will encounter
additional risks as we get on with
construction operations. That’s not lost on
us, and we will work towards mitigating
any challenges that come ahead.”
Atlantic Gold ranked as the 24th most
valued junior miner on the TSX-V as
of June 30, 2016, with a market cap of
CA$117.1 million.

No room to stumble
In an unforgiving market, managing risk is critical
other technical aspects of a project continue to be a
hot-button issue for securities regulators in Canada,
he says.
If disclosure isn’t managed properly, the matter can
arise at the most inconvenient time, often when a
company is trying to finalize financing through a
public offering. And Bennett warns that continuous
disclosure reviews can divert a lean management’s
focus from a project.
An interview with Mark Bennett,
Partner, Mining Group, Cassels Brock & Blackwell LLP

After three years of miserable market conditions that
put the entire junior mining sector into a defensive
crouch, there are early signs that the worst of the
downturn may be over. Richer valuations, rising
cash balances and larger-sized equity and debt deals
are just some of the positive indicators. As lean
companies respond by starting to make key decisions
about growth capital, it’s critical they avoid missteps
that could jeopardize their own recoveries.
“Junior companies are often one-project companies,”
says Mark Bennett, a partner in the mining group of
Cassels Brock & Blackwell LLP. “The impact of risks
that are beyond the junior company’s control, such
as geopolitical risks, unforeseen technical issues or
simply the failure to obtain results that meet market
expectations, can be detrimental to the value of that
company.”
One of the most important steps for a junior mining
company is to mitigate disclosure risks from the
outset. Information about mineral reserves and

Recovery

The market is recognizing value
“
where value has been demonstrated.
”

Mark Bennett, Partner, Cassels Brock & Blackwell LLP
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Junior miners doing business outside North America
encounter an even bigger legal challenge. The local
laws of a foreign jurisdiction can be unfamiliar and
fluid. These may relate to mineral tenure, surface
rights or taxation. In these environments, it’s
essential that management is seasoned and has the
fortitude and good counsel to navigate through the
rules and regulations, he says.
Both within and outside of North America, a
familiar risk for the industry involves community
stakeholders opposing projects. Junior miners
should make sure they engage groups such as First
Nations early, until the viability of a deposit has been
demonstrated. The earlier companies are able to
negotiate economic benefits agreements, the more
success they have in terms of avoiding costly delays
at a latter stage, Bennett advises.
The good news for junior mining companies this
year is that if they can execute on projects and
sidestep the major risks, then the market appears
more willing to reward their efforts. That is a
significant change from 2015, when depressed
metal prices quashed investor interest in the sector,
he says.
“It seems to be a much more robust market in 2016
compared to the past couple of years. Certainly
the management teams that have been able to
advance projects and demonstrate exploration
and development success—and have projects of a
certain size and scale—have the ability to surface
very good value for investors.”

Starting to move again, strategically

In Junior mine 2016 we’ve analyzed
the 100 largest mining companies by
market capitalization on the TSX-V, with
the aim of providing a snapshot of the
sector’s health. Over the next year, we
will highlight additional trends and offer
a more holistic view, which will involve
specific stories of innovation from across
the Canadian mining industry, as well as
our annual analysis of the world’s forty
most valuable public mining companies.

As our junior mine report shows, there
are positive signs in the marketplace
but not enough yet to call a recovery.
In this uncertain environment, it’s
essential for junior miners to move
strategically and cautiously. In the
immediate term, they need to identify
the right assets, make sure they have
the capital to exploit opportunities and
be confident about their timing. Longer
term, companies should be preparing for
a new economic reality defined by low
commodity prices. This process involves
considering innovative strategies that
encompass technology, community
engagement, talent and diversity, as well
as partnerships and collaboration.

Funding entering the market remains
cautious and competition intense.
Investors are discriminate, looking for
companies that have the knowledge and
experience to make the right calls and
deliver on their projects.
To start the conversation, talk with your
local PwC mining professional or visit
pwc.com/ca/mining.
Best regards,

Liam Fitzgerald
Canadian Mining Leader
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