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Recommendat ion:  Buy (S)  
Target  Pr ice :  C$2.90  Kuya Silver Corp.  

(KUYA-TSXV) 

  

 

 

 

Company Descript ion:  

Kuya Silver is restarting the high-grade Bethania silver 
mine in Peru, having acquired the asset from local 
owners. Kuya will be constructing a standalone mill (vs. 
toll-milling in the past) while stepping out drilling from the 
resource along strike and at depth. The company also 
recently announced that it will acquire the Cobalt Camp 
from First Cobalt, a past producing silver camp in NE 
Ontario.  

 Acquires Past-Producing Silver-Cobalt Camp in 
Ontario 

Unless otherwise denoted, all figures shown in US$ 

Event:  

Acquiring silver exploration assets in Ontario (Cobalt Camp) from First Cobalt  

Impact: 

Positive 

Commentary: 

Kuya has entered into a LOI to acquire a portion of First Cobalt’s (FCC.V) silver exploration 
assets in the past-producing Cobalt Camp of NE Ontario (the “Kerr Assets”), plus an option 
to enter a JV on the remaining land package in the camp owned by FCC (total >10,000 ha). 

The Kerr Assets (the most advanced portion of the package, including 8 historic producing 
silver mines) will be acquired for $4 MM on closing ($1 MM cash and $3 MM in shares). In 
addition, Kuya may exercise an option for $1 MM to enter into an earn-in JV on the less 
developed/explored “Remaining Assets” (the broader land package, see Figure 1). A 70% 
JV interest can be acquired for a total $4 MM in staged expenditures and total payments to 
FCC of $1 MM, plus milestone payments on a maiden resource (up to $5 MM on a >25 
MMoz resource). FCC has committed to spend $1 MM on the properties as part of the deal.  

The Kerr Assets (8 past-producing mines over a 900 ha area) have produced over 75 MMoz 
from relatively shallow depths (typically <150 m) including ~18 MMoz from the Silverfields 
mine operated by Teck Resources until the mid-1980s. The Remaining Assets bring the 
total land-package to >10,000 ha, within a district that is said to have produced 600 MMoz 
silver across ~50 historic mines. FCC was the first to consolidate this camp, leading to a 
~$10 MM drilling program in 2017-2018. While the program did not identify large-scale 
disseminated silver/cobalt as intended, it did intersect a number of near-surface high-grade 
silver veins including 2.5 m @ 1,441 g/t Ag and 3.6 m @ 820 g/t Ag (plus cobalt by-product).  

At Bethania, drilling and pre-construction works will begin in January, leading to a resource 
update in Q1/20 followed by a PEA, and commissioning of the mill by as early as late 2021. 

Investment Conclusion:  

The acquisition is consistent with Kuya’s ambition to build a multi-asset, growth-oriented 
silver producer. Like at Bethania, we believe the Cobalt Camp assets have the potential to 
generate a small but high-grade silver mine which could serve as a springboard to better 
explore the surrounding land package. The deal is structured such that Kuya will receive 
the most advanced assets upfront, with optionality to enter and earn-into the broader JV as 
capital availability/exploration success dictates.  

Adjusting our model for the Kerr Assets and assigning a nominal $10 MM value to the deal 
(FCC previously received a much higher market value for the assets) results in an increase 
in our target price from C$2.80 to C$2.90 (based on 1.2x NAV, the peer average). 

 

Current Price C$2.44 Shares Outstanding (MM)

52 Wk High C$2.42   Basic

52 Wk Low C$0.45   Diluted

Cash (MM) $10.22   Mgmt.

Debt (MM) $0.00

NAVPS* C$2.45 Market Cap.

P/NAV* 1.00x EV

Spot NAVPS* C$2.70

Spot P/NAV 0.90x AgEq Resource 

Target Return 18.9% EV/oz AgEq

* Cormark deck is $24.00/oz; spot silver is $26.17/oz

8 MMoz

$4.83

36.3

34.3

9.3

C$88.50

$51.33
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Figure 1:  Cobal t  Camp (“Kerr Assets” in Red Outl ine,  “Remaining Assets” in  Orange Shading)  

 

Source: Kuya Silver 

Figure 2:  Kerr Assets  Past Production  

 

Source: First Cobalt  
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Each research analyst and research associate who authored this document hereby certifies that the recommendations and opinions expressed in the 
research report accurately reflect their personal views about the subject company (ies) and its (their) securities and that they have not been and will 
not be receiving direct or indirect compensation in exchange for expressing the specific recommendation(s) in this report. 

 

Recommendation Terminology 

Cormark’s recommendation terminology is as follows:  
   Top Pick our best investment ideas, the greatest potential value appreciation 
   Buy  expected to outperform its peer group 
   Market Perform  expected to perform with its peer group 
   Reduce  expected to underperform its peer group 
   Tender  clients are advised to tender their shares to a takeover bid 
   Not Rated currently restricted from publishing, or our recommendation is 
under review 

Our ratings may be followed by "(S)" which denotes that the investment is 
speculative and has a higher degree of risk associated with it. 

Additionally, our target prices are set based on a 12-month investment horizon. 

For Canadian Residents: This report has been approved by Cormark Securities 
Inc. (“CSI”), member IIROC and CIPF, which takes responsibility for this report and 
its dissemination in Canada. Canadian clients wishing to effect transactions in any 
security discussed should do so through a qualified salesperson of CSI. For US 
Residents: Cormark Securities (USA) Limited (“CUSA”), member FINRA and SIPC, 
accepts responsibility for this report and its dissemination in the United States. This 
report is intended for distribution in the United States only to certain institutional 
investors. US clients wishing to effect transactions in any security discussed should 
do so through a qualified salesperson of CUSA. Any research analyst contributing 
to this report is not registered as a research analyst with FINRA and is not an 
associated person of CUSA and therefore may not be subject to FINRA Rule 2241 
restrictions on communications with a subject company, public appearances, and 
trading securities held by a research analyst account. 

Every province in Canada, state in the US, and most countries throughout the world 
have their own laws regulating the types of securities and other investment products 
which may be offered to their residents, as well as the process for doing so. As a 
result, some of the securities discussed in this report may not be available to every 
interested investor. This report is not, and under no circumstances, should be 
construed as, a solicitation to act as 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. This material is prepared for general 
circulation to all clients and does not have regard to the particular circumstances or 
needs of any specific person who may read it. This report is provided for information 
purposes only and does not constitute an offer or solicitation to buy or sell any 
securities discussed herein. 

The information and any statistical data contained herein have been obtained from 
sources believed to be reliable as of the date of publication, but the accuracy or 
completeness of the information is not guaranteed, nor in providing it does CSI or 
CUSA assume any responsibility or liability. All opinions expressed and data 
provided herein are subject to change without notice. The inventories of CSI or 
CUSA, its affiliated companies and the holdings of their respective directors, officers 
and companies with which they are associated may have a long or short position or 
deal as principal in the securities discussed herein. A CSI or CUSA company may 
have acted as underwriter or initial purchaser or placement agent for a private 
placement of any of the securities of any company mentioned in this report, may 
from time to time solicit from or perform financial advisory, or other services for such 
company. The securities mentioned in this report may not be suitable for all types of 
investors; their prices, value and/or the income they produce may fluctuate and/or 
be adversely affected by exchange rates. 

No part of any report may be reproduced in any manner without prior written 
permission of CSI. 

A full list of our disclosure statements as well as our research dissemination policies 
and procedures can be found on our web-site at: www.cormark.com 

http://www.cormark.com/

