
  

High grade silver producer opportunity in Morocco 

Aya Gold & Silver is a pure-play silver producer with its flagship Zgounder silver 

mine in Morocco (38Moz at 273g/t Ag). What makes Aya unique is a 

combination of high grade exploration potential (5 of the world’s top 25 gram 

metre silver intercepts in 2020), and operational turnaround and upsize potential 

(500tpd currently, produced 425kozpa since first production in 2014). Since 

joining in April 2020, CEO Benoit La Salle has brought experience and credibility 

to the company and with US$30m of cash on the balance sheet, the company 

finally has the budget to invest in exploration and much needed upgrades.  

Exploration results among the highest silver grades globally  

Aya’s 2020 exploration campaign has delivered 24 intercepts >2000 gram 

metres (gxm) with multiple hits greater than a kilo per tonne along strike and at 

depth. Aggressive step outs and deep drilling validate Aya’s vectoring and 

geological interpretation of the system, key for drill spend efficiency. Moreover, 

high grade hits as deep as the contact with the older granite suggest this is a 

low-sulphidation epithermal system, with roots at depth. With peers trading at 

US$10/oz Ag in-situ, Aya could be a US$1bn company if they can hit their 

exploration target of 100Moz, and we believe there is potential beyond this. 

Operational turnaround potential for a 6Mozpa producer 

Unlike other explorers, Zgounder is already permitted and in in production. Near 

term plant improvements should see throughput increase to 700ktpd by mid-

2021 that should see production increase to SCPe 1.2Moz and AISC decrease 

to US$12/oz; modest volumes but enough to generate ~$1m per month of cash 

margin to fund exploration. 2kpd from SCPe 2025 should see production 

increase to SCPe 6.2Mozpa at AISC of ~US$9.88/oz, generating a SCPe FCF 

yield of 22% for the remaining years of mine life, well above the peer averages.  

Experienced management team headed by Semafo founder 

CEO Benoit La Salle founded Semafo in 1995 and built the company into a debt-

free 250koz producer with three mines constructed and operated in Burkina 

Faso, Niger and Guinea. Over that time the SMF share price increased by 

1600%, more than 5x the gold price, and for a time was a strategic partner of 

MANAGEM, the flagship Moroccan owned and listed hard rock miner. Other key 

hires include Morocco country GM Mustapha Elouafi, an experienced operator 

in Morocco and West Africa.  

Initiate with a BUY rating and C$5.80/sh price target 

We model a production increase to 1.2Moz run rate in 2Q21, increasing to 

5Mozpa in 2023. We model a diluted inventory of 76Moz at 359g/t. Adding 

$50/oz AuEq for the other Moroccan assets, and adjusting for cash, debt and 

central costs, we estimate a NAV5%-24/oz of US$473m (C$5.79/sh) and initiate 

with a BUY rating and C$5.80/sh price target based on a target multiple of 1.0x 

NAV5%-$24/oz. 
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SHARE DATA

Shares (basic, FD) 94 / 108

52-week high/low 4.20 / 0.82

Market cap (US$m) US$280m

Net cash (debt) (US$m) 31

1.0xNAV5% @ US$24/oz (US$m) 473

1.0xNAV5% FD (p/sh) C$5.79

P/NAV (x) 0.66x

Average daily value (C$m, 3M) 0.52

FINANCIALS CY20E CY21E CY22E

Silver produced (000oz) 405 1,266 1,625

Revenue (US$m) 7 27 35

AISC (US$/oz) 31 15 15

Income (US$m) 1.5 11.6 16.7

EPS (US$/sh) (0.05) 0.06 0.09

PER (x) (53.0) 41.7x 27.1x

CFPS (US$/sh) (0.00) 0.10 0.14

P/CF (x) (712.3) 24.6x 16.9x

EBITDA (US$m) 250.4 250.4 250.4

EV/EBITDA (x) (64.0) 22.5x 16.4x

NAV over time 2020E 2021E 2022E

1xNAV7% FD (C$/sh) 5.73 5.91 6.06

ROI to 1xNAV (% pa) 51% 55% 26%

1.2xNAV7% FD (C$/sh) 6.87 7.09 7.27

ROI to 1.2xNAV (% pa) 81% 87% 38%

SOTP 1xNAV5% US$24/oz US$m C$/sh

Zgounder NPV 1Q21E 373 4.56

Other Assets 70 1

Central SG&A & fin costs 1Q21E (27.3) (0.33)

Net cash + options 57.2 0.70

TOTAL 473 5.79

Source: S&P capital IQ

C$3.80/sh
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Investment case 

1Mozpa silver producer in Morocco targeting 2kpd (SCPe 6Mozpa) and 100Moz in-situ  

Aya Gold & Silver is a pure-play silver producer with the producing Zgounder silver mine in Morocco. Aya acquired 

Zgounder in 2012, achieved first production in 2014 and reached commercial production in 2019 but invested only 

US$57m of capital through 2019, leaving the asset undercapitalised and underexplored, and subscale at less than 

400koz Ag per year of production. The key change happened in April 2020, with the recruitment of CEO Benoit La 

Salle who brings his successful SEMAFO track record to Aya. The company has since raised C$26.225m, brought 

in management and technical strength and begun to invest in exploration to support a planned multi-year ramp up 

to large scale production. The real prize: an exploration target of 100Moz Ag, that we believe has >350g/t grade 

potential; if this can be achieved the market has shown such an asset can achieve a US$1bn valuation.  

Figure 1: Location map and aerial picture of Zgounder 

Source: Aya Gold & Silver 

Clear targets laid out: 700tpd (SCPe 1.3Mozpa), 2,000tpd (SCPe 6Mozpa), exploration for 100Moz resource 

Near term objectives (to mid-2021): The immediate objectives were to revitalise exploration and improve plant 

performance. Availability has improved to 70% from ~50%, and further improvement to 90% is targeted while silver 

recoveries have improved to 60% from <50%, with a near term target of 80% with debottlenecking of the circuit. 

These initiatives alone should increase production to ~900kozpa run rate at 500tpd. Aya has also commenced 

works to increase throughput to 700tpa, which should be completed in early 2021, with capex expected to come 

in below the original US$6m budget. This should take production to a 1.2Mozpa run rate.  

Medium term objectives: These include increasing throughput to 2,000tpd to take production to 5Mozpa with a 

resource target of 100Moz (current resource is 38Moz). We believe mined grade is another major opportunity, as 

mining to date has been subscale with a lack of grade control. We believe this could improve by 50% or more with 

better definition drilling and operating procedures. A detailed 2,000tpd mine plan review is guided for by the end 

of this year, we expect this to be a major re-rating catalyst for Aya.  

Figure 2: Historical production and throughput to date 

 
Source: Aya Gold & Silver 
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Exploration results have been world class and crucially, show significant depth potential and strike extent 

Aya’s exploration programme in 2020 has deliver five of the top 25 grade x thickness intercepts globally, and more 

importantly, has demonstrated that in a short period of time, new management have been aggressive and validated 

their vectoring technique, hitting on step outs along both strike directions and well below current workings.  

Figure 3: Largest grade x thickness silver intercepts in 2020 
 

Source: S&P Market Intelligence, Aya Gold & Silver, SCPe, 

Taking results reported to date this year, at a 100g/t cutoff, >2000gxm pierce points have been intersected along 

the entire 775m strike length and from surface to 450m downhole. The average >100g/t pierce point is 769g/t over 

3m, well above a mineable minimum mining width (compare to Silvercrest’s average Reserve grade of 711g/t Au 

and 6.98g/t Au on a 0.5m true width and 1m minimum mining width). Mineralisation is defined over a 775m strike 

length E-W, dipping to the west. Deep drilling has shown that the system has roots at depth, with hits up to ~450m 

downhole from surface, including 1.5m at 1000g/t and 4m @ 1,275g/t at the contact with the older granite (rhyolite). 

Applying a 100g/t bottom cut-off grade for analysis, the average composite pierce point is 811g/t over 3m; grade 

lowers to 667.5g/t at a top-cut of 2,500g/t. Using dimensions of 800m length by 3m width, each 100m of vertical 

extent adds 16.3Moz at 811g/t, or 13.9Moz at 667.5g/t, per structure. 100Moz is equivalent to 3-4 veins to a depth 

of 250m over the 800m strike length. The deposit still open along strike in both directions, eight rigs on site, and 

drilling targeting the extensions from 350-500m at depth and we believe that 100Moz is just the starting point.  

Figure 4: Map of 2H20 drilling at Zgounder 

 
Source: Aya Gold & Silver 
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CEO Benoit La Salle has the right experience to lead this turnaround and growth story 

CEO Benoit La Salle brings i) company building experience in West Africa; ii) a constructive history of working with 

the Moroccan mining community, and iii) has credibility with capital markets thanks to Semafo’s success under his 

leadership. He founded Semafo in 1995 in Montreal, Quebec, to explore for deposits (primarily but not limited to 

gold) in West Africa and entered into a strategic partnership with Managem, Morocco’s largest domestically hard 

rock miner in 1999. In 2001, Semafo constructed its first mine, the Kineiro Mine (~50kozpa average in first five 

years) in Guinea. The Samira mine (~70kozpa average in first five years) in Niger reached production in 2004 and 

Mana (~180kozpa in first five years, still in production) commenced production in 2007. By 2012 when La Salle 

retired as CEO, Semafo was a 250koz producer that delivered an 1600% share price return since 1995, vs 421% 

for the gold price. Over that period, Managem grew to as much as a >50% shareholder in Semafo and important 

partner in the early days, eventually selling its shares at a profit as Semafo matured. 

Figure 5: Semafo share price performance from 1995 to Benoit La Salle’s retirement as CEO in 2012 

Source: Bloomberg; 1 Jan 1995 to 12 August 2012 

Morocco is an attractive diversification for silver investors with a low tax regime and stable politics 

Morocco, though less well known to the North American investment audience, has a mature mining industry which 

accounts for 9% of GDP and 30% of exports. The country compares favourably to Central American jurisdictions 

in many respects, with a 5-year income tax exemption, no mandated royalty rate and a lower corporate income tax 

rate. The country is a constitutional monarchy with an elected parliament and low levels of violent crime. The 

intentional homicide rate is 1.52 per 100k, vs 29.07 in Mexico and 7.70 in Peru; for reference, this compares to 

1.20 in the UK and 1.77 in Canada in 2018. Transparency International gave Morocco a score of 41/100 and 

ranked it 80th of 180 countries ranked, compared to 77/100 for Canada (12th). Mexico achieved a score of 29/100 

(130th) while Peru achieved a score of 36 (101st). Countries that achieved similar scores were Serbia (39/100), 

Guyana (40/100), Croatia (44/100) and Hungary (44/100).  

Figure 6: Comparison of fiscal policies between Morocco and major Latin American silver producing countries 

Source: SCPe, Aya Gold and Silver, E&Y, PWC, Deloitte, ThomsonReuters, Hochschild Mining 
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Attractive valuation relative to other producers 

We believe Aya is has upside relative to its exploration and cash flow potential. We’ve charted Aya alongside silver 

producer peers 2021E estimates – the average producer trades at an 6% FCF yield, and 1.6x NAV. Aya is currently 

a growth rather than yield play, but the valuation on offer is compelling at 0.66x NAV, and a >20% FCF yield on 

the current share price at a 2,000tpd production rate. Both metrics suggest 100% upside potential to peer multiples, 

with a re-rating catalyst by the end of 2021 in the form of Aya’s 2ktpd growth plan release.  

Figure 7: Silver peers by 2021E FCF yields and P/NAV 

Source: Bloomberg for 2021e FCF yields, S&P Capital IQ for P/NAV estimates, SCPe for Aya FCF yield and P/NAV 

And the market will clearly pay for exploration success 

The market has shown it is more than willing to pay up for ‘world class’ silver development potential with Silvercrest 

and MAG Silver both trading at ~US$10/oz in-situ and >US$1bn EV. Aya has hit multiple kilo per tonne intercepts 

along the entire strike length, and at depth, and we believe updated grade and in-situ ounces to increase 

significantly. Even in early days with new management, Aya’s hit rate has been excellent on aggressive step outs 

and depth extensions, showing returns on drill spend. If Aya can achieve its 100Moz exploration target, peer 

multiples suggest a US$1bn EV is achievable.  

Figure 8: Selected silver developers and explorers 

 
Source: SCPe, Company disclosures, Bloomberg for market data, priced pre-open 11 January 2021 
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-

0.5x

1.0x

1.5x

2.0x

2.5x

3.0x

3.5x

0.0% 5.0% 10.0% 15.0% 20.0% 25.0%

Silvercrest Mag Silver Aya New Pacific GoGold Adriatic Silver Tiger Discovery

Asset Las Chispas Juanicipio Zgounder Silver Sand Los Ricos Rupice El Tigre Cordero

Resource date 3Q19 PEA 1Q18 PEA 1Q18 PEA 2Q20 43-101 3Q20 43-101 4Q20 PFS 2017 43-101 1Q18 PEA

Global resource (kt)A
4,600 24,900 4,927 45,230 34,400 19,400 33,527 199,220

Ounces (Moz AgEq) 134 563 40 191 122 229 80 691

Grade (AgEq)B
905 703 255 132 111 367 74 108

Recovery (%)C
91% 91% 87% 90% 90% 83% ~90% 71%

Payability (%) 100% 82% 100% 100% 100% 58% 100% 100%

Ownership (%) 100% 44% 100% 100% 100% 100% 100% 100%

Royalty (%) 0.5% 0.5% 3.0% 6.0% 0.5% 0.8% 0.0% 0.5%

Ounces - payable recoverable  (Moz AgEq) 121 186 34 162 109 109 72 486

Grade - payable recoverable (AgEq)
B

825 508 222 118 99 211 67 72

Payable recoverable on in-situ (%) 91% 72% 87% 90% 90% 58% 90% 67%

Portion of payable that is silver (%) 68% 54% 100% 100% 62% 32% 46% 44%

FD mkt cap (US$m)
D

1,460 2,012 318 1,033 590 378 103 535

Compared to basic market cap 5% 3% 15% 3% 10% 9% 20% 24%

Net cash (US$m)
E

162 199 48 41 66 33 17 104

FD EV (US$m) 1,299 1,813 269 991 524 345 86 431

EV/in-situ (US$/oz AgEq) 9.71 7.32 6.66 5.18 4.28 1.51 1.07 0.62

EV/payable recoverable (US$/oz AgEq) 10.70 9.75 7.90 6.13 4.79 3.16 1.19 0.89
(A) Silvercrest Metals 3Q19 PEA; GoGold: Los Ricos, Parral and Esmerelda 3Q20 resources; New Pacific note pit constrained at 45g/t cut off requires layback outside of licence; Discovery 

Metals 2018 at 50g/t AgEq cut off; Aya net of 2018/2019 production (B) AgEq spot using US$1,850/oz Au and US$24.00/oz Ag (C) Silvercrest Metals, Mag Silver, Silvercrest Mines from PEA, 

New Pacific and GoGold based on pit and pit+UG constrained resources, Adriatic from PFS excluding barite, Discovery from 2018 Levon PEA and a combination of payability and recovery 

hence payability set at 100% here; (D) Diluted for ITM options + warrants and post period end equity; (E) cash as last reported plus net cash from post period equity.
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Valuation 

We value Aya using a DCF model with an NPV5%-24/oz of US$373m for Zgounder. To this we subtract US$27m for 

central costs and G&A (US$4m per year) at a 5% discount rate. We then add US$30m for net cash as at the end 

of Q3 and $70m of NAV for Boumadine and the other assets, calculated at US$50/oz AuEq for current NI 43-101 

compliant estimated resources and US$8m (par value) for the acquired Algold loan. This generates a NAV of 

US$473m or C$5.79/sh.  

  Figure 9 SCPe valuation estimates and NAV sensitivities  

Source: SCPe 

Key assumptions 

Reserve Inventory: The 2018 PEA included open pit and underground mining. New management is reviewing 

this concept and we assume only underground mining in our estimates. We base our inventory on an 800m strike 

length at 200-250m vertical depth, assuming three veins at a grade-capped, undiluted grade of 667.5g/t at 3m 

width for 70Moz. To reach 2,000tpd we assume longhole stoping, so add 100% dilution at 50g/t for ~5Moz. This 

results in a total inventory of 75.7Moz at a diluted grade of 359g/t. This is a preliminary estimate and we believe 

there is potential for significant growth beyond this with more exploration.  

Figure 10: Resources and SCPe mine plan inventory 

 

Source: Aya Gold & Silver, SCPe 

Mine plan: 700ktpd from mid-2021, 2ktpd from 2025 

We estimate throughput increases to 320tpd in Q1 to and then to 630tpd (700tpd at 90% availability) by mid-2021. 

We model recovery improvements to 80% from 2Q21 through the remaining life of mine. With the addition of better 

grade control, we estimate processed grades of 220g/t in 1Q21 rising to 250gpt from 2Q21 through the end of 

2022. We then model a throughput increase to 2,000tpd in 2025 through the end of the mine life.  

Figure 11: SCPe production and AISC (incl. corporate expenses) profile 

 
Source: SCPe 

Capital: We estimate US$3m of growth capital to complete the 700tpd expansion, and US$2m per quarter of 

exploration costs in 2021-2022 as Aya proves up resources and completes the studies for the expansion plans. 

We have modelled US$70m of expansion capex from 2022-2023 split evenly over 6 quarters, with an additional 

Open Pit Underground Tailings Total

Category Tonnes Grade koz Ag Tonnes Grade koz Ag Tonnes Grade koz Ag Tonnes Grade koz Ag

M&I 824 298 7,902 166 399 2,128 -- -- -- 990 315 10,030

Inferred 1,886 248 15,012 1,051 332 11,209 500 131 2,112 2,937 278 26,221

Total 2,710 263 22,914 1,217 341 13,337 500 131 2,112 4,427 270 38,363

SCPe -- -- -- 6,561 359 75,680 -- -- -- 6,561 359 75,680

--

5.00

10.00

15.00

20.00

25.00

--

2.0

4.0

6.0

8.0

10.0

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2032

Zgounder (Moz, LHS) AISC (US$/oz, RHS)

1xNAV sensitivity to gold price and discount / NAV multiple

1xNAV Zgounder (US$m) $15oz $20oz $24oz $30oz $35oz

7% discount 88 217 319 473 602

5% discount 109 256 374 550 697

3% discount 134 303 439 643 813

Valuation (C$/sh) $15oz $20oz $24oz $30oz $35oz

0.9xNAV 2.29 3.91 5.21 7.16 8.78

1.0xNAV 2.55 4.35 5.79 7.96 9.76

1.1xNAV 2.80 4.78 6.37 8.75 10.74

G roup- level  SOTP va luation 4Q20 1Q21E

US$m O/ship NAVx C$/sh

Zgounder NPV 1Q21E 373 100% 1.0x 4.56

Central SG&A & fin costs 1Q21E (27) -                 1.0x (0.33)

Ounces outside mine plan ($50/oz AuEq) -             100% 1.0x -                

Other assets (50/oz AuEq) 70 1.0x 0.86

Cash and restr. cash 4Q20 31 -                 1.0x 0.38

Debt 4Q20 (0) -                 1.0x (0.00)

ITM options 26 -                 1.0x 0.32

1xNAV5% US$24/oz 473 5.79

Target m ul tiples Mul tiple C$/sh

Target P/NAV Mul tiple 1.0x 5.80

Target pri ce 5.80
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US$7.5m of growth capex in 2024 for underground development. We model a LOM average of US$4.3m of annual 

sustaining capex for the remaining LOM, US$5.1m per year from 2025, an additional US$4.5m one-off for a tailings 

lift in 2026. We estimate US$25m of closure costs at the end of the mine life. 

Operating costs: We assume UG mining costs of US$25/t and processing costs of US$25/t from 2021-2023, and 

US$35/t at 2,000tpd due to increased mine development, assumed larger stopes, and backfill (rather than leaving 

pillars). We estimate G&A costs of US$5/t over the LOM. We note that this generates a remaining LOM average 

cost of US$65/t, which is above the ~US$40/t run rate to date, but with additional measures such as backfill, grade 

control, and greater mine development, we believe these costs are reasonable. This generates an AISC of 

US$9.29/oz from 2025 at the mine level and US$9.93/oz at the corporate level including SCPe US$4m/year of 

G&A. 

Fiscal: We estimate a 17.5% tax rate and a 3% royalty to Office National des Hydrocarbure et des Mines 

(ONHYM), and 5% net profit royalty to GLOWAT S.A.R.L., which we have included. We assume tax losses offset 

income tax through 2022. ONHYM’s 15% ownership is capped at 8Moz of production, after which it becomes 

dilutable; we assume that it is diluted to 4.2% from 2025 due to recapitalisation of the operating company to fund 

the US$70m capex for 2ktpd upgrades.  

Corporate: To fund the expansion, we assume US$50m of debt at a 12% lender IRR repayable over three years. 

Cash generation is rapid and we expect Aya to remain net cash throughout, dipping to a low of US$7m in 2022. 

There are currently 13.5m options and warrants outstanding of which 8.2m expire in 2023 for proceeds of US$26m 

and 5m expire in 2030 for US$6m proceeds. All are in the money and we assume they are exercised in 2023, 

generating a fully diluted share count of 107.8m. 

Recommendation: Initiate with a BUY rating and C$5.80/sh price target based on 1.0x NAV5%$24/oz 

We initiate with a BUY rating and a C$5.80/sh price target. We apply a 1.0x target multiple for Aya, below the silver 

producer peer average of 1.6x but above our standard developer multiple of 0.75x. Aya has world class exploration 

potential but with fewer risks, with a proven management team, permits and operating infrastructure in place and 

an orebody that has been mined since 2014, albeit at modest scale. As demonstrated above, Aya is trading at less 

than half the peer ranges on P/NAV and forward FCF multiples, thus execution is the key variable being discounted 

by the market but we are confident in the team in place, the quality of the asset, and the stability of Morocco as a 

jurisdiction. 2021 should be catalyst heavy including a resource update and detailed growth plan unveiled to the 

market, which we expect to catalyse the re-rate. 

Why we like Aya 

1. Proven management team with track record company building 

2. Have intersected >1kg/t along 775m strike length and at depth 

3. Exploration re-rate: Peers trade at $10/oz in-situ, implies $bn EV potential for 100Moz 

4. Producer re-rate: We estimate potential for a >20% FCF yield at 2ktpd 

Catalysts  

 1Q21: Updated resource estimate 

 1H21: Completion of 700tpd plant upgrades 

 By end of 2021: 2,000tpd mine plan update 

 2022: SCPe start of 2,000tpd expansion 

 Mid-2024: SCPe 2,000tpd run rate 

Risks 

Geological: We view this risk as moderate – Historical mining is extensive enough to confirm existence of the 

system but not large enough to risk high grade depletion. Aya is now undertaking the first western-style 

comprehensive exploration programme to the system.  

Mining: We view this risk as moderate – Grades and widths suggest amenability to cut and fill mining, as evidenced 

by good grades to date. Competent wall rock suggests good hanging and footwall stability for underground and 

open pit mining. More fleet will be needed to increase production rates to 2,000tpd.  
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Processing: We view this risk as moderate. Metallurically there do not appear to be significant deleterious elements 

or issues in silver recovery, however historical plant availability has been poor and requires remedial works; to be 

fair Aya has made this a priority. The other key deliverable is additional water sources to enable 2,000tpd. The 

company noted there is excess water available in winter and is investigating water retention options.   

Infrastructure: We view this risk as moderate. Site access is good with paved highways to site in a low-rain 

environment. The key infrastructure improvements are enlarged site civils to enable 2kpd, grid power and additional 

process water and tailings management capacity. 

Environmental: We view this risk as in line with peers. The area is dry and sparsely populated, which reduces the 

risk of an adverse environmental impact (tailings, water runoff, etc). The tailings pond will require enlargement to 

handle an increased milling rate. The PEA did note high cyanide levels in the tailings pond and downstream, and 

recommended a cyanide destruction circuit.  

Social: We view this risk as low. The nearest village is Askoun, 5km away, and the PEA noted no noise impact on 

the village from the mine. Drinking water (typically well) was not impacted by liquid discharges from the mine per 

the PEA.  

Political: We view this risk as low. The regulatory and permit framework in country is robust with clear jurisdiction 

by ONHYM, which has a history of working with the mining industry in country. We believe that the presence of 

MANAGEM, a locally owned, listed, mining company helps the perception of mining in country. Morocco is a stable 

country with a low violent crime rate. 
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Ticker:          AYA CN Price / mkt cap: C$3.80/sh, C$358m Market P/NAV: 0.66x Assets: Zgounder

Justin Chan / Brock Salier Rec / PT: BUY / C$5.80 1xNAV2Q20 FD: Country: Morocco

Group-level SOTP valuation 4Q20 1Q21E Share data

US$m O/ship NAVx C$/sh Basic shares (m): 94.3 FD + options (m): 107.8 FD + FF 107.8

Zgounder NPV 1Q21E 373 100% 1.0x 4.56 Commodity price CY20E CY21E CY22E CY23E CY23E

Central SG&A & fin costs 1Q21E (27) -                     1.0x (0.33) Silver price (US$/oz) 20.8 24.0 24.0 24.0 24.0

Ounces outside mine plan ($50/oz AuEq) -                100% 1.0x -                    Ratio analysis CY20E CY21E CY22E CY23E CY23E

Other assets (50/oz AuEq) 70 1.0x 0.86 FD shares out (m) 107.8 107.8 107.8 107.8 107.8

Cash and restr. cash 4Q20 31 -                     1.0x 0.38 EPS (US$/sh) (0.048) 0.061 0.090 0.118 0.261

Debt 4Q20 (0) -                     1.0x (0.00) CFPS before w/c (US$/sh) (0.00) 0.10 0.14 0.18 0.35

ITM options 26 -                     1.0x 0.32 FCFPS pre growth spend (US$/sh) (0.03) 0.07 0.11 0.17 0.34

1xNAV5% US$24/oz 473 5.79 FCF/sh (US$/sh) (0.04) (0.02) (0.13) (0.15) 0.17

Target multiples Multiple C$/sh EV (US$m) 246 252 256 229 212

Target P/NAV Multiple 1.0x 5.80 FCF yield - pre growth spend (%) neg 2.5% 3.8% 6.0% 11.8%

Target price 5.80 FCF yield  (%) neg neg neg neg 6.1%

1xNAV sensitivity to gold price and discount / NAV multiple PER (x) (53.0) 41.7x 27.1x 21.9x 10.3x

1xNAV Zgounder (US$m) $15oz $20oz $24oz $30oz $35oz P/CF (x) (712.3) 24.6x 16.9x 14.1x 7.6x

7% discount 88 216 319 473 601 EV/EBITDA (x) (64.0)x 22.5x 16.4x 7.4x 4.3x

5% discount 108 255 373 550 697 Income statement CY20E CY21E CY22E CY23E CY23E

3% discount 133 303 439 642 812 Revenue (US$m) 7 27 35 61 87

Valuation (C$/sh) $15oz $20oz $24oz $30oz $35oz COGS (US$m) (4) (12) (16) (26) (33)

0.9xNAV 2.28 3.91 5.21 7.16 8.78 Gross profit (US$m) 3 15 20 35 53

1.0xNAV 2.55 4.35 5.79 7.96 9.76 Expenses (US$m) (2) (2) (3) (3) (9)

1.1xNAV 2.80 4.78 6.37 8.75 10.74 Impairment & other (US$m) -                -                -                    -                -                

Valuation over time 1Q20E 1Q21E 1Q22E 1Q23E 1Q24E 1Q24ENet finance costs (US$m) 0.5 (0.0) -                    (6.0) (3.6)

Mines NPV (US$m) 373 393 412 446 478 Tax (US$m) (0.2) (0.1) (0.1) (4.8) (7.6)

Cntrl G&A & fin costs (US$m) (28) (28) (21) (17) (49) Minority interest (US$m) 0.2 (1.6) -                    (3.4) (1.8)

Net cash at 1Q (US$m) 27 21 7 50 78 Net income attr. (US$m) 1.5 11.6 16.7 17.8 31.9

Other Assets + Options 97 97 97 97 97 EBITDA (5.2) 6.5 9.7 12.7 28.2

1xNAV (US$m) 469 483 496 575 604 Cash flow CY20E CY21E CY22E CY23E CY23E

P/NAV (x): 0.66x 0.64x 0.63x 0.54x 0.51x Profit/(loss) after tax (US$m) (5) 7 10 13 28

1xNAV share px FD (C$/sh) 5.73 5.91 6.06 7.03 7.38 Add non-cash items (US$m) 5 5 6 7 10

ROI to equity holder (% pa) 51% 55% 26% 23% 18% Less wkg cap / other (US$m) 0 (4) -                    39 9

1.2xNAV share px FD (C$/sh) 6.87 7.09 7.27 8.44 8.86 Cash flow ops (US$m) (0) 7 16 59 47

ROI to equity holder (% pa) 81% 87% 38% 30% 24% PP&E (US$m) (4) (13) (30) (36) (20)

Resource / Reserve Mt Moz Ag Moz Au EV/oz Ag EV/oz AgEq Other (US$m) -                -                -                    -                -                

Measured, ind. & inf. - Zgounder 4.43 38.4 7.7 7.7 Cash flow inv. (US$m) (4) (13) (30) (36) (20)

SCPe Mine inventory - Zgounder 6.56 75.7 3.9 3.9 Debt draw (repayment) (US$m) 0.3 25.0 25.0 (20.0) (20.0)

Other assets (Boumadine) - M&I&I 8.98 18.6 477 Equity issuance (US$m) -                -                -                    20.6 -                

Total M&I&I 13.41 56.9 477 5.2 3.2 Other (US$m) -                -                -                    -                -                

Production (100%) CY19A CY20E CY21E CY22E CY23E Cash flow fin. (US$m) 0.3 25.0 25.0 0.6 (20.0)

Zgounder (000oz Ag) 452 405 1,266 1,625 2,629 Net change post forex (US$m) (4) 19 11 23 7

Zgounder cash cost (US$/oz) 6.68 10.67 8.61 8.55 8.64 Balance sheet CY20E CY21E CY22E CY22E CY22E

Zgounder AISC (US$/oz) 18.83 13.79 12.25 12.09 10.63 Cash (US$m) 28 47 58 82 89

Group (000oz Ag) 452 405 1,266 1,625 2,629 Accounts receivable (US$m) 2 5 5 10 14

Group cash cost (US$/oz) 7.84 11.47 9.69 9.63 10.07 Inventories (US$m) 2 5 5 7 9

Group AISC (US$/oz) 21.46 30.84 15.41 14.56 12.16 PPE & exploration (US$m) 31 39 63 92 102

C1 = opex (excl. G&A) + royalties; AISC = C1 + sust capex + capitalized stripping/development Other (US$m) 1 1 1 1 1

Total assets (US$m) 64 99 133 192 215

Debt (US$m) 0 25 50 30 10

Other liabilities (US$m) 7 10 10 56 71

Shareholders equity (US$m) 111 111 111 132 132

Retained earnings (US$m) (55) (49) (39) (26) 2

Minority int. & other (US$m) 0 0 0 0 0

Liabilities+equity (US$m) 64 99 133 192 215

C$11.57/sh

US$0/oz

US$10/oz

US$20/oz

US$30/oz

US$40/oz

0koz

1,000koz

2,000koz

3,000koz

4,000koz

CY19A CY20E CY21E CY22E CY23E

Production (koz Ag) AISC (US$/oz)



 AYA CN, 13 JANUARY 2021  

Sprott Capital Partners Equity Research 
 

10 
 

Zgounder (85%-owned, SW Morocco) 

Zgounder is located in the central-Anti-Atlas, 260km east of the major port city of Agadir (population 575k). The 

mine is accessible by paved highways (N10 and P1706) running east for 205km to Taliouine in the Taroudant 

province. The majority of the final 61km to site are on the paved road to the village of Askaoun and the final 5km 

stretch is via a dirt road. The exploitation licence covers 16km2, four km by four km in a square shape. The deposit 

was first exploited between the 10th and 12th centuries CE, primarily in shallow oxidised zones with native silver 

stringer veins. Modern exploration commenced in the 1950s and the modern mine commenced in 1982-1990 by 

the Societe Miniere de Sidi Lahcen (SOMIL), which mined from 2,175m (eastern end) with the lowest level at 

1,925m (western end). 5.30Moz of silver were mined from 1982-1990. Maya Gold and Silver (renamed Aya) 

negotiated an agreement to acquire 85% from Office National des Hydrocarbure and des Mines (ONHYM) in 2012. 

Power is drawn via a 22 KV power line from the national grid. An upgraded line would need to be installed for the 

2ktpd mill and additional water sources may also be required. 

Figure 12: (A) Asset location and (B) Licence Map 

 

Source: Aya Gold & Silver 

Geology 

The Zgounder deposit is located in the central Anti Atlas on the NW flank of the Siroua massif hosted in the Pan-

African orogenic belt. During the Pan-African orogeny, a back-arc basin was formed filled by a series of syn-

orogenic volcano-sediments, which was covered at the end of the Precambrian by marine sediments as a result 

of a marine event effecting the whole Anti-Atlas. The Siroua massif consists of a Pan-African bedrock (gneiss and 

amphibolite) which is unconformably overlaid by ophiolitic complexes and volcano-sedimentary units of alternating 

schist-sandstone, limestone, quartzite and turbidite. Zgounder mineralisation dates to the late Neoproterozoic 

during felsic calc-alkaline to alkaline volcanic activity.  

Figure 13: Regional geology of the Anti-Atlas and Zgounder property geology 

 

Source: Aya Gold & Silver 

The local geology consists of volcano-sedimentary formations attributed to the Precambrian, which are intruded to 

the west by the Askaoun granodioritic massif. The series are overlaid to the east by volcano-sedimentary rocks of 

the Ouarzazite series and Neogene phonolites. The Zgounder volcano-sedimentary series comprise a mixed 

sequence of metavolcanics, metasediments, doleritic and granodioritic intrusives. It outcrops on the south limb of 
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a large east to west trending monocline, dipping steeply to the south. The series is divided into three formations. 

Blue: 300-400m in thickness, composed of sandstone, greywacke and pelites and terminates in an orange rhyolitic 

unit. Brown: 350-400m in thickness and consists of mica schist, arenacious schist, breccia and pelite overlaid by 

a 45m dolerite sill/dyke. Black: 900m in thickness and composed of a basic felsic volcanic complex forming the 

hanging wall of the Ag-mineralisation in the upper part of the Brown formation.   

Figure 14: Topography and cross section of Zgounder 

 
Source: Aya Gold & Silver 

Zgounder is described as a Neoproterozoic, epithermal, hypogene deposit and the origin of the silver mineralisation 

are believed to be Na-Ca brines with deposition caused by the dilution and cooling process. Mineralisation occurs 

at the top of the Brown Formation (sandstone), predominantly along the contact and within the dolerite sill. 

Economic concentrations are mainly in vertical columns, complets clusters, shear zones, veinlets and at the 

intersection of E-W and N-S fractures. Mineralisation occurs in three often superimposed genotypes: i) Millimetre-

thick beds of well-crystallised, finely disseminated pyrite associate with quarts and other sulphides found in 

chloritized and tuffacious politic layers of the brown formation with low grades (5-25g/t Ag); ii) Native silver veinlets 

associated with proustite; and iii) Native silver dissemination with sulphide veinlets (sphalerite, galena, argentite 

and cinnabar) in brecciated sandstone-shale layers.  

There is believed to have been two stages: an early Fe-As stage (Ag-bearing pyrite and arsenopyrite) followed by 

an Ag-bearing polymetallic (Zn, Pb, Cu, Hg, sphalerite and chalcopyrite) stage. Tension gashes originally trapped 

the silver mineralisation with a N-NE-oriented shear zone affecting the Brown Formation shale-sandstone beds, 

which were then transposed by E-W-oriented structures forming isolated Ag-mineralised lenses and fissures. 

Native silver occurs mainly at the intersection with sulphide veinlets and is locally accompanied by chlorite-rich 

alteration. Mineralisation extends over 1,000m laterally with a sub-vertical dip to the south.  

Resources 

Figure 15: 2018 resource estimate 

 
Source: Aya Gold & Silver, 2018 Zgounder PEA 

The 2018 resource estimate was based on 63,526 metres of drilling and sampling including 28,479 of DD, 25,875m 

of percussion and 9,132m of drift samples. Resources were modelled on 1mE x 1mN x 2mZ blocks within the 3D 

envelopes and block grades were estimated using the inverse distance squared method. A specific gravity estimate 

of 2.7t/m3 was used, between the average densities for sandstone and schist (2.0-2.6) and dolerites (3.00-3.05). 

Outliers were capped at 6kg/t; based on 2020 drilling this would equate to the 96th percentile of grade intercepts. 

The composite resource estimate combined 48 block models with mined out volumes then subtracted from the 

estimate.  

Open Pit Underground Tailings Total

Category Tonnes Grade koz Ag Tonnes Grade koz Ag Tonnes Grade koz Ag Tonnes Grade koz Ag

M&I 824 298 7,902 166 399 2,128 -- -- -- 990 315 10,030

Inferred 1,886 248 15,012 1,051 332 11,209 500 131 2,112 2,937 278 26,221

Total 2,710 263 22,914 1,217 341 13,337 500 131 2,112 4,427 270 38,363
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Mining 

The deposit is located in competent rock with a steep overall dip. Mining is currently accomplished using cut and 

fill with adits on each main level. Estimated mining dilution is 10% for underground mining. The levels above the 

2,100m are accessible by adit with planned ramp access down to the 1,800m level per the PEA. The 2018 PEA 

contemplated UG feed up to 900tpd from UG, 840tpd from open pit mining and 260tpd from tailings once at 

2,000tpd. There are three dumpers of 4.2m3 and 4.5m3, and four 3t boggers. To increase throughput beyond 

700tpd, a new jumbo is recommended by the geotech.  

Figure 16: Proposed stopes and development 

 

Source: Aya Gold & Silver, 2018 Zgounder PEA 

Processing 

The plant is rated for 500tpd and upgrade works are currently underway to increase throughput to 700tpd. There 

are two circuits, cyanidation and flotation; low grade is put through the flotation flowsheet and higher grades are 

put through the cyanidation circuit to produce dore bars. Availability has been an issue but should be resolved with 

the 700tpd plant improvements. Plant recoveries from 2018 to date range from 70% in 2018 to 45% in 1Q20, but 

have since recovered to 63% in Q3. Aya is targeting an overall recovery rate of 80% once plant upgrades are 

completed. The flowsheet includes 3-stage crushing, two 500-t ore bins, a two-stage grinding process, followed by 

flotation with one rougher and one scavenger stage. Rougher concentrate is to be pumped to a thickener and then 

reground. Rougher tailings will be scavenged while scavenger tailings will be pumped to the tailings pond. Silver 

is then leached via cyanidation and recovered using the Merrill Crowe process. Process water is sourced from the 

tailings, with excess drawn from the Zgounder stream. Power draw is 1.8MW moving to 2.0NW at 700tpd.  

Figure 17: Plant (A) Cyanidation and (B) Flotation flowsheets 

 

Source: Aya Gold & Silver 

The 2ktpd mill design in the PEA (this may change as Aya intends to update the market on its growth plans in 

2021) included a grizzly crusher followed by a SAG mill, two parallel ball mills, gravity cyclones, thickening, 

leaching, CIP and carbon elution. According to the PEA, other sources of water may be needed to enable the 2ktpd 

throughput increase. There is surplus water in winter and the company is investigating water retention options as 

a potential solution. New power line solutions are being considered for 2ktpd including potentially a double line 

22kV or a 60kV.   
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Other Moroccan portfolio assets 

Boumadine contains two licences totalling 32km2 and is located 295km east of Ourzazate (pop 69k) and 75km SW 

of Errachidia (pop 92k). There deposit is polymetallic Ag-Au-Zn-Pb, and has an estimated Resource of 29Moz Ag 

and 477koz Au, 245kt Zn and 102kt Pb for 99Moz AgEq at a grade of 342g/t AgEq at spot prices. The asset has 

historical production from antiquities and ONYHM conducted exploration from 1956-1989. There are a number of 

dirt roads and paths to historic production areas. Aya acquired the project in 2013 from ONHYM, which retains a 

15% interest. Aya commenced surface sampling in 2015 and conducted a 7,811m, 59-hole drilling programme in 

2018m followed by a PEA in 2019, though we caution that current Aya management has deemed the PEA non-

current. The PEA delineated a 12-year mine life with an inventory of 7.59Mt at 1.67g/t Au, 102g/t Ag, 3% Zn and 

1.03% Pb producing 1.304Moz AuEq over the LOM. Mining commences at 1500tpd (84koz AuEq) increasing to 

2,000tpd (106koz AuEq) at the start of year three of production for initial capital of US$89m with a starter pit 

followed by UG production and a flowsheet that includes flotation to produce sulphide concentrate, followed by 

POX.  

Figure 18 (A) Location of Moroccan assets, (B) satellite view of Boumadine licences and (C) 2019 Boumadine NI 43-
101-compliant resource estimate 

 

Source: Aya Gold & Silver 

Azegour is a skarn Cu-Mo-W deposit located on a 100% Aya-owned exploitation permit. The site has produced at 

various periods, including most prolifically from 1931-1947 when 500kt f ore was mined at estimated grades of 

0.35-0.40% Mo, ~3.00% Cu, addition to tungsten and uranite production. The mine and permit was acquired in 

2011 and survey and surface work was recommenced in 2019. 

Amizmiz is located near Azegour and consists of polymetallic Cu-Zn-Pb, gold bearing veins up to a metre in 

thickness, located in close proximity to mafic sills interbedded in Lower Cambrian limestone. Gold-bearing veins 

occur along a N-NW trending corridor that can be traced from the Azegour mine. From 2009 Aya carried out 

mapping, trenching and channel sampling and 6,000m of drilling followed ground-based IP and magnetic surveys. 

233263 Permit (Imiter Bis) is located 260m east of Marrakech and just 5km south of Managem’s Imiter Mine. Imiter 

is Morocco’s most historically significant silver mine (produced an average of 6.1Mozpa in the 2010s, with Reserves 

of ~146Moz per S&P Global. 

Tijirit: Aya acquired a US$8m face value secured loan from the creditors of Algold for 2,133,333 shares of Aya in 

January 2021. The loan is secured against Algold’s assets including its 75% stake in the Tijirit Gold Project in 

Mauritania which has an indicated resource estimate of 169koz at 1.64g/t and an inferred resource estimate of 

647koz at 1.92g/t.  

  

Tonnes Silver Gold Zinc Lead

Category (kt) g/t Ag koz Ag G/t au koz Au Zn % kt Zn Pb % kt Pb

M&I 2,532 130 10,564 1.88 153 2.73% 69 1.06% 27

Inferred 6,451 90 18,573 1.56 324 2.73% 176 1.16% 75

Total 8,983 101 29,137 1.65 477 2.73% 245 1.13% 102
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report, United States residents should contact their SGRIL representative. 

ANALYST CERTIFICATION / REGULATION AC: The analyst and associate certify that the views expressed in this research report accurately 

reflect their personal views about the subject securities or issuers. In addition, the analyst and associate certify that no part of their 

compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report. 

SPROTT CAPITAL PARTNERS EXPLANATION OF RECCOMENDATIONS: Should SCP issue research with recommendations, the research 

rating guidelines will be based on the following recommendations:  

BUY: The stocks total returns are expected to be materially better than the overall market with higher return expectations needed 

for more risky securities markets 

NEUTRAL: The stock’s total returns are expected to be in line with the overall market  

SELL: The stocks total returns are expected to be materially lower than the overall market  

TENDER: The analyst recommends tendering shares to a formal tender offering 

UNDER REVIEW: The stock will be placed under review when there is a significant material event with further information 

pending; and/or when the research analyst determines it is necessary to await adequate information that could potentially lead 

to a re-evaluation of the rating, target price or forecast; and/or when coverage of a particular security is transferred from one 

analyst to another to give the new analyst time to reconfirm the rating, target price or forecast.  

NOT RATED ((N/R): The stock is not currently rated  

 

Research Disclosure Response 

1 SCP and its affiliates collectively beneficially owns 1% or more of any class of the issuer's equity securities1 NO 

2 The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly involved 

in the preparation of the report holds or is short any of the issuer's securities directly or through derivatives  

NO 

3 An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding 

12 months provided services to the issuer for remuneration other than normal course investment advisory or trading 

execution services  

NO 

4 SCP has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the 

research report or recommendation 

NO 

5 Name of any director, officer, employee or agent of SCP who is an officer, director or employee of the issuer, or who serves 

in an advisory capacity to the issuer  

NO 

6 SCP is making a market in an equity or equity related security of the issuer  NO 

7 The analyst preparing this report received compensation based upon SCP's investment banking revenue for the issuer NO 

8 The analyst has conducted a site visit and has viewed a major facility or operation of the issuer  NO 

9 The analyst has been reimbursed for travel expenses for a site visit by the issuer  NO 
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1 As at the end of the month immediately preceding the date of issuance of the research report or the end of the second most recent month 

if the issue date is less than 10 calendar days after the end of the most recent month 

BUY: 27

HOLD: 0

SELL: 0

UNDER REVIEW: 0

TENDER: 1

NOT RATED: 0

TOTAL 28

Summary of Recommendations as of January 2021


