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One Year Target Price C$0.31

Prior Target Price C$0.28

Return to Target 114%

Ticker TSXV:RPM

Date 2/11/2015

Share Price C$0.15

52 Week High/Low C$0.255/C$0.105

Shares Outstanding (millions basic/f.d.) 146.4/146.4

Market Cap (millions) C$21.2

Net Debt -$6.1

Cash & Cash Equivalents $6.1

Debt $0.0

Total Enterprise Value $11.4

NAV0% per share $0.78

NAV6% per share $0.49

P/NAV0% 0.1

P/NAV6% 0.2

Project Details

Name Wilco, Lincoln Hill, Patty, Rochester Royalty 

Location Pershing County, Nevada

Stage Pre-feasibility

NI 43-101 Yes

(US$m except where otherwise noted)
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Rye Patch Gold Corp. (TSXV:RPM) 

 

Stock Rating:     Buy 

Prior:   Unchanged               

Risk Rating: High 
 
 

 

February 11, 2015 

2015 Budget – RPM Continues its Focus on 

High Potential Targets  
 Event:  

 Rye Patch recently provided guidance on its anticipated capital 

spend in 2015.  The company also provided details on corporate 

development and G&A expenses expected in 2015. 

 The 2015 budget for G&A is $0.8m.  Another $0.3m is earmarked for 

project generation and corporate development.  $0.3m is expected 

to be spent on investor relations. 

 Rye Patch intends to progress the Lincoln Hill project to feasibility in 

18 months.  Approximately 7,500 m of drilling is planned in 2015.  

Drilling will focus on the existing resource and the Independence Hill 

and Gold Ridge targets.  Rye Patch hopes to further expand and 

upgrade the resource – drilling is expected to start this fall. 

 In the first half of 2015, Rye Patch will be drilling the Garden Gate 

Pass and Patty projects.  The company has reconciled 2012 and 

2014 drilling with seismic data and has identified refined targets.  

One target is a disrupted zone beneath an anticline structure – the 

structural architecture evident is similar to the Goldrush deposit. 

 At Patty, drilling will look to expand on the 2012 results and target 

new discoveries.  One target is thought to have the structural 

architecture that is the optimal setting for a Carlin-style deposit. 

Impact/ Implications: 

 Positive – Rye Patch has dedicated a large part of 2015’s $5m 

budget to advancing the Lincoln Hill, Garden Gate Pass and Patty 

projects.  The company is clearly focusing on the projects where it 

believes the most value can be added and has identified some 

exciting targets. The royalty settlement with Coeur Mining has 

created a cash balance and royalty stream which permits Rye Patch 

the flexibility to advance its properties without equity financing. 

Recommendation: 

 We reiterate our Buy rating and are increasing our target price from 

C$0.28 to C$0.31.  Our target is based on an approximate 0.5x 

multiple to our NAV6% estimate for Rye Patch. 
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Rye Patch recently provided the market with guidance on its anticipated capital spend in 2015.  
The company also provided details regarding its expectations for corporate development and 
G&A expenses in 2015. 

Rye Patch noted in its press release that it had approximately $6m in its treasury and expected 
royalty payments of around $1.2m each quarter. 

The 2015 budget for G&A is $0.784m.  Another $0.284m is earmarked for project generation and 
corporate development.  $0.271m is expected to be spent on investor relations.  Approximately 
$0.174m will be spent maintaining the Wilco, X Claims and South Coal Canyon properties. 

At Lincoln Hill, the development budget for 2015 is $2.4m.  Over the next 18 months, Rye Patch 
intends to progress the Lincoln Hill project to the feasibility level.  A PEA on the project was 
completed last year and the drilling budget for 2015 is approximately one half of the 15,000 m that 
is planned in total.  Drilling will focus on the existing Lincoln Hill resource as well as the 
Independence Hill and Gold Ridge targets.  Rye Patch hopes the program will add to the resource 
and convert existing resources into Measured and Indicated.  The company is in the process of 
permitting for 200 acres of disturbance that will allow for drilling to commence this fall. 

For Garden Gate Pass and Patty, the company has budgeted $1.1m in capex.  In the first half of 
2015, Rye Patch will be drilling both the Garden Gate Pass and Patty projects.  Rye Patch 
believes these properties lie on the strike extension of Barrick’s 15m oz Goldrush deposit.  The 
company has reconciled 2012 and 2014 drilling with seismic data and has identified refined 
targets among which is a disrupted zone beneath an anticline structure – it’s believed that the 
structural architecture evident on the seismic profile is similar to the known geometry of the 
Goldrush deposit. 

At Patty, drilling will look to expand on the 2012 results and target new discoveries.  Rye Patch 
has identified two priority targets at the property.  One of the targets, named Indian Creek, is 
thought to be a sedimentary debris-flow breccia that was deposited along the trace of a major 
basement fault.  Structural architecture such as this is the ideal setting for a Carlin-style deposit. 

Conclusion 

Positive – Rye Patch has dedicated a large part (~75%) of 2015’s $5m budget to advancing the 
Lincoln Hill, Garden Gate Pass and Patty projects.  The company is clearly focusing on the 
projects where it believes the most value can be added and has identified some exciting targets.  
The royalty settlement with Coeur Mining has created a cash balance and royalty stream which 
permits Rye Patch with the flexibility to advance its properties without equity financing. 

We’ve incorporated Rye Patch’s guidance in our forecasts for 2015 – our EPS and CFPS 
estimates for the year have not been materially impacted.  We reiterate our Buy rating and are 
increasing our target price from C$0.28 to C$0.31.  Our target is based on an approximate 0.5x 
multiple to our NAV6% estimate of $0.49/sh for Rye Patch.  The increase in target is a result of 
the CAD (target price denomination) depreciating against the USD (NAV estimate denomination) 
since we last published. 
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RPM CN C$0.15 Target: 
M etal P rices 2013 2014e 2015e 2016e

B alance Sheet 2013 2014e 2015e 2016e

Gold Price $/oz           1,384           1,273           1,225           1,225 

Silver  Price $/oz          24.20           19.22           17.00           17.00 Working Capital $m 8                6                6                4                

Long-Term Debt $m -            -            -            70              

Operat ing Stat ist ics 2013 2014e 2015e 2016e Net Debt $m (8)               (6)               (6)               65              

Total S/H Equity $m 11                10               11                9                

Annual Production  (Au) K oz 0 3 4 4

Total Cash Cost (Au) $/oz 0 0 0 0 F inancials 2013 2014e 2015e 2016e

Production Growth Δ nmf nmf 0 0

EPS (adj) $ /sh 0.03          (0.01)          0.00          (0.02)         

CFPS (adj) $ /sh (0.03)         (0.01)          0.00          (0.02)         

P ro f it  & Lo ss 2013 2014e 2015e 2016e

NAV 0% $m 115             

Revenue $m 8                4                4                5                $ /sh 0.78          

Operating M argin $m -            4                4                5                NAV 6% $m 72              

EBITDA $m 4                (1)                1                 (0)               $ /sh 0.49          

G&A/Exploration/R&D $m 4                5                4                5                

Net Interest Expense $m (0)               -            -            3                

Pre-Tax Earnings $m 4                (1)                1                 (3)               Valuat io n 2013 2014e 2015e 2016e

Tax Expense $m -            -            0                (1)                

P/E x 4.2 nmf 29.6 nmf

P/CF x nmf nmf 29.6 nmf

Reported Earnings $m 4                (1)                1                 (2)               EV/EBITDA x 2.3 nmf 17.9 nmf

Adjusted Earnings $m 4                (1)                1                 (2)               

Shares Outstanding m 146            146            146            146            P/NAV 0% x 0.1

Fully-Diluted Shares m 147            146            146            146            P/NAV 6% x 0.2

C ashflo w A nalysis 2013 2014e 2015e 2016e C o mpany Stat ist ics

Cashflow from Operations $m (4)               (1)                1                 (2)               Potential Return: 113.8%

Cashflow from Investments $m 10               (1)                (1)                (69)            52 Week High C$/sh 0.26

Cashflow from Financings $m 0                0 0 70              52 Weel Low C$/sh 0.11

Net Chg in Cash/Debt $m 6                (1)                (1)                (1)                30-Day Average Volume m 0.100

Current Book Value: $m 9.6

M arket Cap: C$m 21.2

N A V Sensit iv ity F inancial Sensit iv ity

M $ $ / sh M $ $ / sh 2016e 2017e 2016e 2017e

$ 1,000 $/oz 48.5          0.33          28.4          0.19           $ 1,000 $/oz (0.01)          (0.06)         (0.01)          0.05          

$ 1,100 $/oz 87.3          0.60          54.4          0.37          $ 1,100 $/oz (0.01)          (0.02)         (0.01)          0.09          

$ 1,200 $/oz 124.0         0.85          78.7          0.54          $ 1,200 $/oz (0.01)          0.02          (0.01)          0.13           

$ 1,300 $/oz 160.6         1.10            102.8         0.70          $ 1,300 $/oz (0.01)          0.06          (0.01)          0.16           

$ 1,400 $/oz 197.2         1.35           126.7         0.87          $ 1,400 $/oz (0.01)          0.10           (0.01)          0.20          

$ 1,500 $/oz 233.8        1.60           150.6         1.03           $ 1,500 $/oz (0.01)          0.13           (0.01)          0.24          

BUY

2/ 11/ 2015Last  Updated:

Rye Patch Gold Corp.

6% D isco unt0% D isco unt

Rating:

EP S C F P S

C$0.31/sh
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Appendix: Important Disclosures  

 

Analyst Certification: Each authoring research analyst and associate of Jacob Securities Inc. (“Jacob Securities”) whose name appears on the 
front page of this investment research hereby certifies that (i) the recommendations and opinions expressed in this 
investment research accurately reflect the authoring analyst’s personal, independent and objective views about any and 
all of the designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed by the authoring analyst in the investment research.  

 The compensation of Research Analysts is intended to reflect the value of the services they provide to the clients of Jacob 
Securities. As with most other employees, the compensation of Research Analysts is impacted by the overall profitability 
of the firm, which may include revenues from investment banking activities of the firm's Corporate Finance department. 
Research Analysts' compensation is not, however, directly related to any specific corporate finance transactions. 

Company Disclosures:  5 

1 The cited issuer currently is, or in the past 12 months was, a client of Jacob Securities.  During this 

period, Jacob Securities provided some or all of the following services: 

A) Investment banking services 
B) Non-investment banking services 
C) Non-securities related services 

2 In the past 12 months, Jacob Securities has received compensation for Corporate Finance/Investment 

Banking services from the cited issuer. 

3 In the past 12 months, Jacob Securities has been a lead manager, co-lead manager, or co-manager of 

a public offering of securities of the cited issuer or any publicly disclosed offer of securities of the cited 

issuer or in any related derivatives.  

4 In the past 12 months, Jacob Securities, its partners, officers or directors, or any authoring analyst 

involved in the preparation of this research has provided services to the cited issuer for remuneration, 

other than normal course investment advisory or trade execution services. 

5 The research analyst(s) and/or associate(s) have visited material operations of this issuer, and/or have 

performed specific examinations of the issuer’s products, patents or other proprietary processes 

significant in an evaluation of the company and its prospects. 

6 As of the month end immediately preceding the date of publication of this research, or the prior month 

end if the publication is within 10 days following a month end, Jacob Securities, in the aggregate, 

beneficially owned 1% or more of any class of the total issued share capital or other common equity 

securities of the cited issuer or held any other financial interests in the cited issuer which are 

significant in relation to the research (as disclosed above). 

 

Site Visit Disclosures:  Wilco, Gold Ridge, Lincoln Hill – Nevada 

Ratings & Risk Rankings: Each analyst assigns a rating that is appropriate to the analyst`s view of how that stock will perform (total return basis) 
over the next 12 months on an absolute basis. At times the anticipated total returns may fall outside of the general ranges 
stated below due to near-term events, market conditions or stock volatility or, in some cases, company-specific corporate 
structures that result in consistently high yields. 

Ratings.    
Buy: Anticipate total return appreciation generally in excess of 15% over the next 12 months. 
Speculative Buy: Anticipate total return appreciation generally in excess of 25% over the next 12 months, however, the 
company is either pre-revenue, has negative cash flow, or a major unpredictable event may occur within 12 months. 
Hold: Anticipate limited total return (general appreciation less than 15% [or 25% for speculative rated stocks] or decline 
less than 10%) over the next 12 months. 
Reduce: Near term price outlook is for a negative return; however the long term outlook is for a positive return. 
Sell: Near term and long term return is expected to be negative. 

Risk Rankings.  
Low: Low financial and operations risk, high predictability of financial results, low stock volatility. 
Medium: Moderate financial and operations risk, moderate predictability of financial results, moderate stock volatility. 
High: High financial and or operation risk, low predictability of financial results, high stock volatility. 

Research Distribution: Jacob Securities distributes research through Bloomberg, Thomson One, Capital IQ and client email lists.  

Analyst Trading:   Jacob Securities does not permit analysts to own or trade securities of the companies they cover. 

Risk Qualifier:  The information contained in this investment research has been compiled by Jacob Securities from sources believed to be 
reliable, but no representation or warranty, express or implied, is made by Jacob Securities its affiliated companies or any 
other person as to its fairness, accuracy, completeness or correctness. Jacob has not independently verified the facts, 
assumptions, and estimates contained herein. All estimates, opinions and other information contained in this investment 
research constitute Jacob Securities’ judgement as of the date of this investment research, are subject to change without 
notice and are provided in good faith but without legal responsibility or liability. To the fullest extent permitted by law, none 
of Jacob Securities, its affiliated companies or any other person accepts any liability whatsoever for any direct or 
consequential loss arising from or relating to any use of the information contained in this investment research. 
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Jurisdiction: This investment research is provided for information purposes only and does not constitute an offer or solicitation to buy 
or sell any designated investments discussed herein in any jurisdiction where such offer or solicitation would be 
prohibited. As a result, the designated investments discussed in this investment research may not be eligible for sale in 
some jurisdictions. This investment research, is not, and under no circumstances should be construed as, a solicitation to 
act as a 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.  

Non-Redistribution, Disclosure for Clients Outside of Canada, and Copyright: 

Jacob Securities is a registered entity in Canada only. As such, this research report was prepared subject to disclosure or 
disclaimer requirements in Canada. See below for additional requirements prepared for U.S. persons. 

This material is not directed to, or intended for distribution to or use by, any person or entity if Jacob Securities is 
prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to such person or entity. 
This report may not be reproduced, re-distributed or passed to any other person or published in whole or in part for any 
purpose without the prior consent of Jacob Securities. Additional information is available upon request. 

Jacob Securities Inc. is a member of the Investment Industry Regulatory Organization of Canada (IIROC) and Canadian 
Investor Protection Fund (CIPF).This research report is intended for Institutional and Accredited Investors.  

Specific and Important Disclosures for U.S. Persons 

This research report was prepared by Jacob Securities, a company authorized to engage in securities activities in 
Canada. Jacob Securities is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules 
regarding the preparation of research reports and the independence of research analysts. This research report is provided 
for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 
of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). 

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial 
instruments based on the information provided in this research report should do so only through Mercator Associates, 
LLC, a registered broker dealer in the United States. Under no circumstances should any recipient of this research report 
effect any transaction to buy or sell securities or related financial instruments through Jacob Securities. 

Mercator Associates, LLC accepts responsibility for the contents of this research report, subject to the terms set out 
below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. 

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the 
Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of Mercator Associates, LLC and, 
therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, 
public appearances and trading securities held by a research analyst account. 

Additional Disclosures for U.S. Persons 

This research report is for distribution only under such circumstances as may be permitted by applicable law.  This 
research report has no regard to the specific investment objectives, financial situation or particular needs of any specific 
recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete statement or 
summary of any securities, markets, reports or developments referred to in this research report. Neither Jacob Securities 
nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or 
incompleteness of fact or opinion in this research report or lack of care in this research report’s preparation or publication, 
or any losses or damages which may arise from the use of this research report. 

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report 
may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations 
of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial 
instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in effect within the United States. 

The value of any investment or income from any securities or related financial instruments discussed in this research 
report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive 
or adverse effect on the value of or income from such securities or related financial instruments. 

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, 
is made by Jacob Securities with respect to future performance. Income from investments may fluctuate. The price or 
value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the 
interest of investors. Any recommendation or opinion contained in this research report may become outdated as a 
consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to 
changes in the estimates and forecasts, assumptions and valuation methodology used herein. 

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without 
the prior consent of Jacob Securities and Jacob Securities accepts no liability whatsoever for the actions of third parties in 
this respect. 

 

Ratings Distributions: Buy:  70% 
(as of Feb 06, 2015) Speculative Buy: 0% 
   Hold:  30% 
   Reduce:  0% 
   Sell:  0% 
   Restricted: 0% 

Tender:  0% 
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