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FLASH: Impressive grades announced in initial 

reserves at Fire Creek and Midas  

 This morning, Klondex announced initial reserves at Fire Creek and Midas 

in Nevada. Both reserves were run at $1000/oz Au and $15.83/Ag. The 

reserves are based on resource estimates run at $1200/oz Au and $19/oz 

Ag with effective dates of December 31st, 2014 and August 31st, 2014 at 

Fire Creek and Midas, respectively. Gold and silver recoveries of 94% and 

92% were used. 

 

 At Fire Creek, the company noted that the reserve represents a 3.8 year mine life, which outlines a slightly lower tonnage, 

higher grade operation in the near term than we currently model (~150tpd average at 1.3oz/t vs. our 200tpd at 1.12oz/t 

estimate in 2015, which we currently model expanding to a long term 600tpd rate at a LOM average grades of 0.75oz/t). 

The reserve at Midas represents a 2.8 year mine life with grades of 0.55oz/t vs. our 0.35oz/t average over the same 

period at ~450tpd. We also note that at $1000/oz gold and $15.83/oz silver, these reserves likely represent slightly higher 

grade estimations of what will be mined given current metal prices of ~$1200/oz gold and ~$16.50/oz silver.   

 The company also outlined costs resulting from the mine plans to be released with the filing of the technical reports. At 

Fire Creek, operating costs of $460/t ore were reported while total costs (inclusive of capital) per ounce gold came in at 

$503/oz. If we convert this to our AuEq measure, operating costs of $354/oz AuEq compare favourably to our $508/oz 

AuEq estimate over the next ±4 years, total costs come in at $497/oz AuEq vs. our $650/oz AuEq estimate over the same 

period. We assume annual capital on exploration and development in the $12-15mm range as the company expands the 

resource (+ reserve) base further into the West Zone, North/Far North and at depth in all zones.  

Figure 1: Initial Reserves at Fire Creek and Midas

Fire 

Creek

Tonnage 

(k tons)

AuEq        

(k oz)

AuEq        

(opt)

AuEq        

(g/tonne)

Proven 80.9         119.6      1.48 50.7

Probable 104.9      121.8      1.16 39.8

185.8      241.4      1.32 45.2

Midas
Tonnage 

(k tons)

AuEq        

(k oz)

AuEq        

(opt)

AuEq        

(g/tonne)

Proven 134.1 78.8 0.59 20.2

Probable 108.1 53.8 0.50 17.1

242.2 132.6 0.55 18.9

Source: KDX news release

 

Share Statistics  

Shares o/s (mm, basic/f.d.) 121/146 

52-week high/low $2.80/$1.68 

Market capitalization (mm) $315 

Projected return 35% 

All figures in Canadian dollars, unless otherwise stated.  
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 At Midas, operating costs of $315/t convert to $575/oz AuEq vs. our $735/oz AuEq over the next ±3 years and total costs 

of $932/oz gold convert to $644/oz AuEq vs. our $950/oz AuEq estimate. Again, we assume ~$15mm in annual 

exploration + development capital, with significant targets remaining at Midas.  

 The reserve estimates were completed by Practical Mining LLC, with technical reports (and accompanying mine plans) 

expected to be filed on SEDAR within 45 days (and likely by the end of March). We note that Klondex also plans to release 

official 2015 cost guidance in March at which time we will review our mine models in detail.  

Impact: Positive 

 The initial reserves announced at Fire Creek and Midas came in with higher grades than we had anticipated (and currently 

model). We note that the reserves are run at $1000 Au/$15.83 Ag, providing significant downside protection while only 

extracting ~31% and ~16% of the global resource bases of 784k oz AuEq and 813k oz AuEq at Fire Creek and Midas 

(although run at higher metal prices of $1200 Au/$19 Ag), respectively. These resource bases (which we continue to 

expect to grow) provide ounce feed well beyond the current 3.8 and 2.8 year reserve lives at the two operations.  

 Outside of the mine plans accompanying filing of the technical reports and ongoing drilling ($33mm is being spent across 

both assets), significant upcoming catalysts include permits for a small tailings dam expansion at Midas (boosting capacity 

by ±2 years ahead of a new longer term, larger facility) expected mid-year and the full-production NEPA permit at Fire 

Creek (expected 2H15).  

Recommendation: Maintain BUY rating and $3.50 target 
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Disclosures 
The information contained in this report is drawn from sources believed to be reliable but the accuracy or completeness of the information is not 

guaranteed, nor in providing it do GMP Securities L.P., GMP Securities Europe LLP or GMP Securities Australia Pty Limited (collectively referred to as “GMP”) 

assume any responsibility or liability whatsoever. Information on which this report is based is available upon request. This report is not to be construed as a 

solicitation of an offer to buy or sell any securities. GMP and/or affiliated companies or persons may as principal or agent, buy and sell securities mentioned 

herein, including options, futures or other derivative instruments thereon. Griffiths McBurney Corp. (“GM Corp.”), an affiliate of GMP accepts responsibility 

for the contents of this research subject to the foregoing. U.S. clients wishing to effect transactions in any security referred to herein should do so through 

GM Corp.  GMP Securities L.P. will provide upon request a statement of its financial condition and a list of the names of its Directors and senior officers.  
 
Company-Specific Disclosures: 

1   GMP has, within the previous 12 months, provided paid investment banking services or acted as underwriter to the issuer.  

2   GMP is a market maker for the securities of the subject issuer.  

3   GMP owns 1% or more of this issuer’s securities. 

4   GMP Securities, LLC, an affiliate of GMP, discloses the following in relation to this issuer as required by the Financial Industry Regulatory Authority 

(“FINRA”) Rule 2711: as applicable.  

5   The analyst is related to an officer, director or advisory board member of the issuer, but that individual has no influence in the preparation of this report.  

6   The analyst has visited the operations of this issuer. The issuer and/or GMP clients paid all or a portion of the travel expenses associated with the 

analyst’s site visit to its operations. 

7   The analyst who prepared this report has viewed the operations of this issuer. 

8   The analyst who prepared this research report owns this issuer's securities. 
9   RESERVED 
10 RESERVED 

 

Each research analyst and associate research analyst who authored this document and whose name appears herein certifies that:  

(1) the recommendations and opinions expressed in the research report accurately reflect their personal views about any and all of the securities or issuers 

discussed herein that are within their coverage universe; and (2) no part of their compensation was, is or will be, directly or indirectly, related to the 

provision of specific recommendations or views expressed herein. 

 

GMP Analysts are not registered and/or qualified as research analysts with the FINRA and/or the New York Stock Exchange and may not be associated 

persons of GMP Securities, LLC and therefore may not be subject to FINRA Rule 2711 restrictions on communications with a subject company, public 

appearances and trading securities held by a research analyst account as defined by FINRA but are subject to the applicable regulatory rules as mentioned in 

the next paragraph.  
 

All relevant disclosures required by regulatory rules (including The Investment Industry Regulatory Organization of Canada, Financial Conduct Authority 

and Australian Securities & Investments Commission), GMP’s recommendation statistics and research dissemination policies can be obtained at 

www.gmpsecurities.com or by calling the relevant GMP office’s Compliance Department.  

GMP Analysts are compensated competitively based on several criteria.  The Analyst compensation pool is comprised of several revenue sources, including 

secondary trading commissions, new issue commissions, investment banking fees, and directed payments from institutional clients.  GMP prohibits any 

director, officer or employee of GMP from holding any office in publicly traded companies or any office in private companies in the financial services 

industry.  
 

The GMP research recommendation structure consists of the following ratings:  

 

Buy: A Buy rating reflects 1) bullish conviction on the part of the analyst; and 2) typically a 15% or greater return to target.  

 

Speculative Buy: A Speculative Buy rating reflects 1) bullish conviction on the part of the analyst accompanied by a substantially higher than normal risk, 

including the possibility of a binary outcome; and 2) typically a 30% or greater return to target.  
 

Hold: A Hold rating reflects 1) a lack of bullish or bearish conviction on the part of the analyst; and 2) typically a return of 0 to 20%.  

 

Reduce: A Reduce rating reflects 1) bearish conviction on the part of the analyst; and 2) typically a 5% or lower return to target.  

 

Tender: Clients are advised to tender their shares to a takeover bid or similar offer.  
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Country-Specific Disclaimers: 
 
Australia: GMP Securities Australia Pty Limited (“GMP Australia”). ACN 149 263 543; Australian Financial Services License No: 403684. Level 9, 190 St. 
Georges Tce, Perth, WA, Australia 6000 Tel + (618) 6141 6300 Fax + (618) 9226 1370. 
 
Any advice contained in this document has been prepared without taking into account your objectives, financial situation or needs. Before acting on any 
advice in this document, GMP Australia recommends that you consider whether the advice is appropriate for your circumstances. GMP Australia 
recommends that you obtain and consider the relevant “Product Disclosure Statement” or other disclosure documents before making any decision about a 
product including whether to acquire or to continue to hold it. 
 
Canada: GMP Securities L.P. is a member of the Investment Industry Regulatory Organization of Canada and a participant of the TSX, TSX Venture and the 
Montreal Exchange. It is registered with all the provincial self-regulatory authorities of Canada. 145 King Street West, Suite 300 Toronto, Ontario M5H 1J8 
Tel: (416) 367-8600 Fax: (416) 943-6134. 
 
United Kingdom: GMP Securities Europe LLP is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock Exchange. 
5 Stratton Street, London W1S 4GA Tel 0044 20 7647 2800 Fax 0044 20 7647 2801. 
This information is issued for the benefit of persons who qualify as eligible counterparties or professional clients and should be made available only to such 
persons and is exempt from the restriction on financial promotion in s21 of the Financial Services and Markets Act 2000 in reliance on provision in the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 particularly Article 19(5) for Investment Professionals and Article 49(2) for 
entities of prescribed net worth.  
Other countries: circulation of this report may be restricted by laws and regulations in other countries and persons in receipt of this document must 
satisfy any relevant legal requirements in that country.  
 
© GMP. All rights reserved. Reproduction in whole or in part without permission is prohibited. 

  


