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Two Long-Term Pit Scenarios Emerge for Seabridge’s KSM Project 
 
Seabridge Gold, Inc. (AMEX: SA) has received a pit study with two long-term scenarios.  In December of 2008, Seabridge 
received an initial Preliminary Assessment (PA) with an estimated 30-year mine life.  The “two scenario” pit study included a 
30 and 48-year option with the benefit of drill results completed in 2008 and updated capital and operating costs.  The study 
will be an important component of an updated PA due in July, which should support a Preliminary Feasibility Study scheduled 
for the first quarter of 2010. 
 

The “two scenario” pit study was prompted by a resource estimate upgrade in March of 2009 which included drilling on the 
Mitchell Deposit at KSM during 2008.  Presently, total drilling completed by Seabridge at the Mitchell Deposit from 2006 to 
2008 now includes 102 core holes totaling 40,060 meters of drilling.  As we anticipated, the new resource upgraded in-pit In-
ferred resources and doubled Measured and Indicated resources of the Mitchell Deposit.  The increase in size continues to ad-
vance the KSM Project to among the world’s largest undeveloped gold-copper porphyry deposits. 
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Figure 1 - KSM Project (looking east) 
Source: Seabridge  
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Figure 2 - Mitchell Deposit (looking west) 
Source: Analyst  

We believe a good comparable for the Mitchell deposit or the KSM 
project, prior to the downturn in 2008, would have been the acquisi-
tion of 51% of the Cerro Casale project in northern Chile by Barrick 
Gold Corporation (NYSE: ABX) for $800 million.  Cerro Casale has 
a gold resource of about 25 million ounces, is in a mining friendly 
political jurisdiction similar to the KSM project, and has significant 
construction challenges.  In addition, the KSM project appears to 
compare favorably to the average grade of the resource at Cerro 
Casale, which is about 0.69 g/t gold and 0.25% copper.  Excluding 
copper, this may suggest an acquisition price of the gold component 
on a per ounce basis of 51% of Cerro Casale at about $63 per ounce.   
 

Seabridge’s KSM Project is shaping up to be one of the world’s larg-
est gold-copper porphyry deposits.  As the project is advanced with 
additional studies and development work, it should stand out among 
other projects attractive for construction and operation by a major 
mining company.  With 61 million ounces of gold resources and total 
diluted shares of 38.8 million shares, Seabridge is highly leveraged to 
the price of gold.  We are bullish on both gold and copper prices for 
the near to mid-term and consider shares of Seabridge to be signifi-
cantly undervalued. 

KSM Pit Scenario Comparison
                In Situ Grades

Pit Scenario Tonnes Gold Copper Silver Moly
(000s) (g/t) (%) (g/t) (%)

2008 PA 1,412,285 0.60 0.225 2.1 0.0040
30 Year 1,267,702 0.62 0.21 2.2 0.0053
48 Year 2,062,665 0.59 0.193 2.6 0.0057

Pit Scenario Waste Strip Gold Copper
(000s) Ratio (mil oz) (mil lbs)

2008 PA 2,497,325 1.77 27.2 7,005
30 Year 2,117,450 1.55 27.1 6,332
48 Year 5,294,872 2.57 39.0 8,776
p.r. 6/10/09

The additional drilling also provided important data 
to revise the pit wall slope, reduce waste improving 
economics, and pit optimization.  Capital and operat-
ing costs were updated, including metal price as-
sumptions (US$750 per ounce gold, US$2.00 per 
pound copper, US$12.50 per ounce silver, and 
US$12.50 per pound molybdenum).  This is some-
thing we anticipated in earlier reports, as waste 
within the pit is converted to ore, economics im-
prove, and there is potential that pits are expanded 
and overlap, both increasing in size and reducing 
waste, which is in common from separate pits. 

The scenarios impacted the size of the eventual project and mine life, but as they assume similar development paths and capi-
tal payback, they are more useful for envisioning the disposition of the KSM Project in the long run.  We believe the primary 
benefit of the study was to demonstrate the long life of the mine, and though a shorter mine life may be preferred (likely de-
pending on future metal prices and operating costs beyond our visibility), the resource could have a much longer life than 
previously anticipated. 
 

It is important to recognize that when discounting cash flows, cash received farther in the future have progressively less 
value in the present.  Cash flows have negligible benefit if discounted beyond 30 years.  Conversely, a long mine life is very 
important to major operators that benefit from efficiencies which may be gained by operating mines beyond expected time 
horizons.  Interest by major operators is essential because they would be the only companies of scale capable of bringing 
KSM into production.  While discounted cash flows are of marginal value except for analyst models, major operators looking 
for long-lived assets are key to monetizing the KSM Project, which is central to our investment theme for Seabridge. 
 

Seabridge is scheduled to produce an updated PA on the KSM Project in July of 2009, utilizing both pit scenarios.  They 
anticipate that the PA will allow upgrading of Inferred resources into the Measured and Indicated category.  In addition, they 
anticipate that the study will lead to completion of a Preliminary Feasibility Study, which should upgrade a portion of these 
resources to reserves in the first quarter of 2009.  We anticipate that by upgrading resource classifications and improving 
visibility on the projects, economics should be well received by investors. 
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DISCLOSURES: 
Beacon Rock Research, LLC provides information and analysis on selected companies, with a focus on small-cap and micro-cap companies.   
 
This report has been written in accordance with current SEC regulations and the Standards of Practice developed by the Chartered Financial Analyst Institute 
(CFAI).  Our research has been conducted by employing analytical practices generally accepted as standard within the analytical industry.  In this instance, a 
comparison of financial strength, a bottom-up earnings projection based on a recovery in the U.S. economy, and relative multiples, were employed.  Target prices 
are calculated on comparative EPS, sales and book value multiples, and our knowledge of small-cap markets when enjoying both a sector and a cyclical rebound.  
Our conclusions are, by the very nature of forecasting, speculative, but are also reasonable, supportable and consistent. 
Key to disclosures:  
 

1. The research analyst or a member of the research analyst’s household has a financial interest in the securities of the Subject Com-
pany in the form of a long position.  

2. The Subject Company is paying an annual fee totaling $25,000 to SLB Equity Research, LLC., one of its affiliates, for research cover-
age, institutional introductions, and other awareness building services. 

3. The research analyst principally responsible for preparing this research report received compensation based upon various factors, in-
cluding SLB Equity Research, LLC total revenue. 

4. This report was prepared exclusively for the benefit of institutional investors and may or may not receive compensation directly or in 
soft dollar arrangements. 

 
The analyst, Mike Niehuser, hereby certifies that the research conclusions and recommendation contained herein accurately reflects his personal views about the 
industry, company and shares and also hereby certifies that no part of his research compensation was or will be directly or indirectly related to the earnings esti-
mates, target price or recommendation about the security.  
 
The research provided herein should not be considered a complete analysis of every material fact regarding the companies, industries or securities named above.  
The opinions expressed herein reflect the analysis and judgment of the author on the date of publication and are subject to change without notice.  Facts have been 
obtained from sources considered reliable but should not be construed as complete and are not guaranteed to be accurate.  Beacon Rock Research, LLC; its mem-
bers; employees and their families may have positions in the securities covered within the research material above and may make purchases or sales while this 
report is in circulation.  Additional information on the subject companies is available upon request. 
 

 EQUITY RECOMMENDATION SYSTEM: 
 
Strong Buy Immediate purchase is recommended.  The security is expected to outperform the market over the next six to 12 months. 
 
 Buy   Immediate purchase is recommended.  The security is expected to outperform the market over the next 12 to 18 months. 
 
 Hold  Holding the stock is recommended because the share price’s appreciation potential is less than or equal to the market. 
 
 Sell   The stock has reached the target price objective and/or conditions have changed sufficiently to alter the outlook for the stock. 
 

 EQUITY RISK SYSTEM: 
 
 High  The security is more volatile than the market and/or the company is more leveraged than its peer group.   
 
 Moderate  The security has about the same volatility as the market and/or the company carries a level of leverage in line with its peer group. 
 
 Low   The security is less volatile than the market and/or the company is less leveraged than its peer group. 
 

 DISTRIBUTION OF RECOMMENDATIONS: 
 

At this time, there are an insufficient number of companies under coverage to generate usable distribution information or draw any conclusions regarding bias 
about the research methodology.  Prospective companies are screened and evaluated by sales personal and research analysts with the investment thesis and overall 
research recommendation developed before the commission is established. 


