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COMPANY DESCRIPTION  
 

Sierra Metals, Inc. focuses on the production, exploration, and development of precious 
and base metals in Latin America. It primarily focuses on exploration of silver, copper, 
lead, zinc, and gold deposits. The Company’s flagship property is the 81.84% owned 
polymetallic Yauricocha Mine covering an area of 18,778 hectares located in the Yauyos 
province in Peru. It also operates two additional mines in Mexico, the Bolivar and Cusi 
Mine. The Company was formerly known as Dia Bras Exploration and changed its name 
to Sierra Metals, Inc. in December 2012. Sierra Metals is headquartered in Toronto, 
Canada. 
 

 SUMMARY 

• Growing diversified polymetallic producer – The Company has three 
producing mining properties with one mine located in Peru and two in Mexico. For 
the TTM period ending Sept 30, 2020, revenue mix includes 39% from copper, 
21% from zinc, 21% from silver 10% from lead, and 9% from gold. From F15 to F19, 
Sierra Metals successfully increased production from 5,375 tonnes per day in F15 
to 8,450 tonnes per day in F19, which represents a ~12% CAGR.  By 2024, the 
Company is expecting tonnes per day to increase to 17,900+.  
 

• Successful history of building mineral resources and reserves - The 
Company has a history of growing resources at all three mines. From 2015 to 2020, 
the Company grew its mineral resources at its Yauricocha mine in Peru from 11.6M 
tonnes to 27.6M tonnes, for a ~19% CAGR. At its Bolivar mine in Mexico, from 
2016 to 2020, it grew mineral resources from 18.4M to 41.0M tonnes, which 
represents a ~17% CAGR. And lastly, the Cusi mine in Mexico, saw mineral 
resource growth from 2016 to 2020, move from 3.2M to 10.2M tonnes for a ~26% 
CAGR. Through various strategic initiatives that include lower risk, near-mine 
brownfield exploration, the Company is confident it can continue to show growth 
in mineral resources and reserves. 

 

• Operating in well-known and established mining districts – Sierra 
Metals’ mining operations are based in first rate, well established mining 
jurisdictions in Peru and Mexico. The Company’s flagship mine, Yauricocha is in 
Peru, one of the most prolific polymetallic producing regions in the world. 
Furthermore, the mine has been producing for over 70 years. In Mexico, the 
Company’s Bolivar and Cusi mining districts have 300+ year mining histories. 

 

• Solid balance sheet and cash flows to support growth – In spite of the 
COVID-19 pandemic, the Company maintained a strong balance sheet with Q320 
cash & equivalents at US$63.8M and total debt at US$99.45M for net debt of 
US$35.6M. This compares favorably to Q419 net debt position of US$56.8M. 
Additionally, F20 YTD cash flow from operations was US$47.2M, up from 
US$21.9M in the comparable period. 

 

• Experienced management team – Sierra Metals management team has over 
200 years of combined experience in the metals and mining industry. 
Furthermore, its Board of Directors has extensive experience across the mining 
industry. Lastly, management, combined with its board of directors and controlled 
entities, have a ~ 59% ownership position.  

 

• Valuation – We are using a DCF analysis of our mine models for the Yauricocha, 
Bolivar and Cusi mines. We then use a 10% discount rate and incorporate a 
sensitivity analysis to silver prices to arrive at our valuation range of US$3.25 to 
US$4.90 with a mid-point of US$4.10. See more details on pages 9 and 10. 

CONDENSED BALANCE SHEET 

(US$mm, except per share data) 

Balance Sheet Date: 9/30/2020 

Cash: $63.8 

Cash/Share: $0.39 

Debt: $99.4 

Equity (Book Value): $230.1 

Equity/Share: $1.18 

MARKET STATISTICS 

Exchange / Symbol  NYSE: SMTS  

Price:  $3.21 

Market Cap ($mm): $522.6 

Shares Outstanding (mm): 162.8 

Float (%): 46.5% 

Volume (3-month avg.): 264,728 

52-week Range: $0.45-$3.43 

Industry:                           Diversified Metals & Mining 

CONDENSED INCOME STATEMENTS 
(US$mm, except per share data) 

FY - 12/31 Revenue 
Net 
Income 

 EBITDA EPS 

FY17 $205.1 $(0.9) $81.0 $(0.01) 

FY18 $232.4 $25.8 $89.8 $0.16 

FY19 $229.0 $9.4 $65.3 $0.06 

FY20E $244.1 $37.6 $101.5 $0.23 

LARGEST SHAREHOLDERS 
 
Arias Resource Capital Mgmt                      85,072,681 

BlackRock Inc.                                                 14,406,985 

West Family Investments, Inc.                      1,659,302 

The Glenmede Trust Company, NA                 894,500 

ETF Managers Group                                           875,891 

Omega Advisors, LLC                                           802,783 

Dionisio Romero Paoletti                                   561,414 

Eduardo Guimaraes                                             505,188 

KONTOR STOWER Asset Mgmt                        400,000 

DZ Bank AG, Asset Mgmt                                    400,000 
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BUSINESS OVERVIEW 

Sierra Metals, Inc. is a diversified Canadian mining company 
focused on the exploration, production, and development of 
precious and base metals in Latin America. The Company has 
three producing mining properties located in Peru and Mexico. 
The Company’s flagship property is the 81.84% owned 
polymetallic Yauricocha Mine covering an area of 18,778 hectares 
located in the Yauyos province in Peru. In Mexico, it operates the 
Bolivar and Cusi mines. Both are in Chihuahua State, Mexico. 

Exhibit 1:  Sierra Metals Overview 

 

Source:  Company Reports 

Sierra Metals was formerly known as Dia Bras Exploration and 
began exploration and development work in Mexico in early 2003. 
The Company acquired the Bolivar mine in 2004 and active 
development was conducted to advance the property toward 
production. From 2006 to 2011, the Company shipped high-grade 
development ore to its wholly owned Mal Paso Mill.  
 
In 2006, the Company acquired the Cusi mine in the 
Cusihuruachic silver district. The Cusi acquisition included a 100 
km2 property encompassing 12 former silver mines. Commercial 
production began in January 2013. In 2017, the Company executed 
an exploration drilling program focused on the high-grade Santa 
Rosa de Lima zone that resulted in confirming the existence of 
high-grade silver mineralization with step out drilling extending 
the zone even further. 

In the spring of 2011, the Company expanded its operations into 
Peru with the acquisition of ~82% of Sociedad Minera Corona S.A 
for a total purchase price of US$286M. The main asset was the 
Yauricocha Mine in the Yauyos province in western central Peru.  

The acquisition transformed the company’s production profile 
from a junior exploration and development operation toward a mi-
tier precious and base metal producer. Between Q215 and Q216, 
Sierra Metals completed a significant operational improvement 
that included: 

• modernizing mining methodologies,  

• equipment,  

• improving the value of ore feed to the mill, and  

• increasing production to 2,800 tonnes/day 
 

Sierra Metals strategic focus is on its operations, improving 
efficiencies, and pursuing growth opportunities at, and 
surrounding, its operating mines.  Additionally, the Company is 
also considering other value-added expansions through external 
growth.  

Exhibit 2: Reserve & Resources Table  

 

Source:  Company Reports 
 

Strategic Production Growth 

The Company’s focus is on expanding its production base through 
brownfield exploration investments within its existing properties.  
The Company has shown a rather successful track record of 
improving production increases over the past five years.  
Additionally, the Company is forecasting continued increases in 
production levels. Through additional exploration activities, 
Sierra Metals has substantial growth potential. 

Exhibit 3: Staged Production Increases  

 

Source: Company Reports 
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Brownfield Exploration Goals 

The Company has a strong history of resource growth at all three 
of its mines. Current reserve tonnage is expected to be published 
in its upcoming prefeasibility study (PFS), which is expected to be 
published in early Q221. 

In general, the Company’s exploration program has two main 
goals which include: 

• Brownfield programs within and close to existing mines 
to exploit near mine targets that can be converted into 
resources and reserves and brough into the exiting mine 
plans within a short period of time. 

• Developing a pipeline of open pit and underground 
opportunities through district scale studies that 
incorporate various geological data layers, historical drill 
hole and mine data. 

Recent successful examples of these brownfield expansions can 
be seen at Yauricocha with the Esperanza, Cuye-Mascota zones. 
At the Bolivar mine, is the Bolivar West and Northwest zones. 
And lastly, at the Cusi mine with the Santa Rosa de Lima Zone as 
well as the newly discovered high grade NE System. 

Exhibit 4: Resource Tonnage Historical Growth  

 

Source:  Company Reports 

Operational Efficiencies 

The Company is also focused on improving operating performance 
through the production of higher volumes of ore to reduce unit 
costs. Additionally, the Company expects growth capex to decline 
in the near-term as current mine expansions are completed.  

Lastly, costs at the Yauricocha and Bolivar mines are currently 
below realized selling prices. While costs at the Cusi mine 
experienced higher than expected unit costs due to unforeseen 
issues with subsidence, Management believes cost to be 
significantly lower as productivity improves. 

Exhibit 5: Reserve & Resources Table   

 

Source:  Company Reports 
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YAURICOCHA MINE 

Yauricocha is an underground mine located in western central 
Peru in the Yauyos province, approximately 12km west of the 
Continental Divide. The property covers 18,778 hectares that 
straddle a 20km strike length of the prolific Yauricocha fault. This 
fault is a major ore controlling structure in that part of western 
central Peru. The mine is at an average altitude of 4,600 meters 
and has been producing for more than 68 years.  

Exhibit 6: Yauricocha Polymetallic Mine  

 

Source:  Company Reports 

Ore is processed at the on-site Chumpe plant using a combination 
of crushing, grinding, and flotation. Ore is treated in two separate 
circuits and is extracted from three different types of deposits 
which include: 

• polymetallic deposit containing silver, lead, zinc, copper, 
and gold 

• a lead oxide deposit containing lead, silver, and gold 

• a copper oxide deposit containing copper, silver, lead, 
and gold 

 

Exhibit 7: Yauricocha Aerial View 

 

Source: Company Reports 
 

 

 Exhibit 8: Yauricocha Reserves & Resources 

 

Source:  Company Reports 
 

Over the past three years, the Yauricocha mine has consistently 
produced copper equivalent production driving positive cash 
flows. Additionally, cash costs and ASIC per Cu equivalent have 
remained relatively stable within the same period. 

Exhibit 9: Yauricocha Production & Cost Trends 

 

Source: Company Reports 

On December 8, 2020, the Company filed an updated positive 
Preliminary Economic Assessment (PEA) results for the 
Yauricocha mine. The PEA showed an after-tax NPV of US$359M 
at an 8% discount rate. It also showed an expansion of the plant 
processing rate from 3,780 tonnes per day (TPD) to 5,500 TPD. 
The incremental benefit of increasing production yields an after-
tax NPV (@8%) of US$28.4M and an IRR of 35.7%.  

Additionally, the Company increased its M&I resource tonnage by 
26% and increased its inferred mineral resource tonnage by 79%. 
Importantly, the mine life was extended from an estimated 7 years 
to 12 years. 
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Exhibit 10: Yauricocha PEA Highlights 

 

Source:  Company Reports 

Exploration 

Since 2016, the Company has conducted various exploration 
programs focused on areas surrounding its existing mineralization 
footprint. Geophysics have been completed and helped identify 
future projects. Sierra Metals brownfield exploration and drilling 
have focused on the Central Mine and surrounding areas. 
Management notes that these areas represent only a small portion 
of its total land package of over 18,000 hectares. 

As a result of these explorations, wider zones with significantly 
higher metal grades have been discover. As a result, Sierra Metals 
may have the opportunity for greater amounts of metals produced 
from the region. 
 

Exhibit 11: Yauricocha Exploration Opportunities 

 

Source: Company Reports 

 

Exhibit 12: Central Mine & Surrounding Area 

 

Source: Company Reports 

 

BOLIVAR MINE 

The Bolivar underground mine is comprised of 12 mining 
concessions and is part of the 15,217-hectare Bolivar property land 
package. The land package is within the municipality of Urique, in 
the Piedras Verdes mining district of Chihuahua State, Mexico. 

Exhibit 13: Bolivar Mine Location 

 

Source: Company Reports 
 

During 2012, the Company achieved its first full year of 
commercial production at the Piedras Verdes plant, which is 
located 6km from the Bolivar mine with an initial capacity of 1,000 
tonnes per day. In September 2013, capacity was increased to 
2,000 tonnes per day by installing a new circuit. Production has 
increased incrementally since then to a current production of 
3,600 tonnes per day. A July 2018 PEA studied increasing 
production to 5,000 tonnes per day in 2020.  

Ore is treated using a flotation process in a copper circuit and is 
extracted from various copper skarn deposits. Concentrates 
include copper, with gold and silver by-products.  

 

Exhibit 14: Bolivar Reserves & Resources  

 

Source: Company Reports 
 

Following the increased capacity discussed above, the Bolivar 
mine has shown increasing revenue and cash flows. Over the same 
period, cash costs and AISC have stayed relatively stable. 
 
 
 
 
 
 
 
 

PEA Highlights

Base case of $1,541/oz Gold, $20.00/oz Silver, $3.05/lb Copper, $1.07 /lb Zinc, $0.91/lb Lead

Net Present Value (After Tax 8% Discount Rate) US$ M 359

LOM Mill Feed Tonnes (Mt) 20.2

Mining Production Rate Mt/y ear 1.98

LOM Project Operating Period Y ears 12

Total Life of Mine (LoM) Capital Costs US$ M 235

Net After - Tax Cashflow US$ M 527

EBITDA US$ M 1,125

Total Operating Unit Costs US$/t 42.25

LOM Copper Production (Pay able) M lb 424

LOM Gold Production (Pay able) K oz 42

LOM Silver Production (Pay able) M oz 13

LOM Zinc Production (Pay able) M lb 55

LOM Lead Production (Pay able) M lb 169

Unit Value
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Exhibit 15: Bolivar Mine Production and Cost Trends 

 

Source: Company Reports 

 
Importantly, on November 5, 2020, Sierra Metals published its 
positive PEA results that doubles the output of its Bolivar Mine to 
10,000 TPD. The PEA showed an after-tax NPV of US$283M at an 
8% discount and showed the incremental benefit of increasing 
production from 5,000 TPD to 10,000 TPD is estimated to have 
an after-tax NPV (@8%) of US$57.4M and an IRR of 27.9%. Also, 
estimated mine life was 14 years. 
 
Exhibit 16: Bolivar Nov’20 PEA Highlights 

 

Source: Company Reports 
 
Exploration 

The Company’s Bolivar Property is in the Piedras Verdes Mining 
District, which is within the major north-northwest trending 
Sierra Madre Precious Metals Belt extending areas the states of 
Chihuahua, Durango, and Sonora in northwestern Mexico.  
 
Skarn-type Cu, Zn, Ag, Au mineralization in the Bolivar area is 
structurally controlled and forms mineralized zones that are close 

to structures. These mineralized zones occupy pre-existing fault 
structures and extensional opening formed during mineralization. 
Recent results include the discovery of the Bolivar West 
Extension. It has similar characteristics and close to the Bolivar 
West structure. Sierra Metals has stated that its average in situ 
grade is 2.09% Cu equivalent with an average true width of 8.2 
meters. Additionally, the Bolivar West has an average in situ 
grade of 2.55% Cu equivalent with an average true width of 9.1M. 

Exhibit 17: Bolivar NW & Bolivar West Targets  

 

Source: Company Reports 
 

The Company expects 2020 throughput to be 60% from Mina de 
Fierro and 40% from Bolivar West. It is also developing ramps to 
Bolivar Northwest and Cineguita to include these zones in future 
mill feed and reduce distance and haulage costs to the 
concentrator plant. 

CUSI MINE 

The Cusi underground mine is in the Chihuahua State, Mexico and 
is approximately 135km from Chihuahua city. The property 
includes 73 concessions covering 11,655 hectares over a range of 
elevation of 2,000 to 2,500 meters above sea level in the Sierra 
Madre Occidental mountain range. 

Exhibit 18: Cusi Mine Location 

 

Source: Company Reports 
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While commercial production started in January 2013, the 
Company considers the Cusi Mine to be somewhat in the 
development stage as portions of the mines production comes 
from development rock within the Santa Rosa de Lima zone. Mill 
throughput at the Mal Paso plant increased from 450 tonnes per 
day to 650 tonnes per day in 2018. Today, it is on track to reach 
1,200 tonnes per day in 2020. 

The Mal Paso plant is located 44km from the Cusi mine and uses 
a conventional crushing-milling-flotation circuit to recover 
minerals and to produce concentrates. Concentrates include lead 
and zine with significant silver. 

Exhibit 19: Cusi Resources  

 

Source: Company Reports 

Production and cash flows were challenged in 2019 as the 
Company experienced higher than expected unit costs due to 
unforeseen issues with subsidence. Additionally, the Cusi mine 
remained in care and maintenance during Q220 but was restarted 
in late July 2020. 

Exhibit 20: Cusi Mine Production & Cost Trends 

 

Source: Company Reports 

On December 10, 2020, the Company announced its positive PEA 
results that doubles the output of its Cusi Mine to 2,400 TPD. The 
PEA showed an after-tax NPV of US$81M at an 8% discount and 
showed the incremental benefit of increasing production from 
1,200 TPD to 2,400 TPD is estimated to have an after-tax NPV 
(@8%) of US$28.1M and an IRR of 46.8%. Importantly, estimated 
mine life was extended to 13 years. 
 
 
 

Exhibit 21: Cusi Dec’20 PEA Highlights 

 

Source: Company Reports 
 

Exploration 

The Company’s exploration at Cusi is focused on the Cusi fault and 
the Santa Rosa de Lima vein complex. The Cusi fault extends on 
the Company’s property for a length of 12km. Like the Bolivar 
Mine, the Cusi Mine is within the Sierra Madre Occidental 
mountain range. It is located within the municipality of 
Cusihuiriachi, in the central portion of Chihuahua State, Mexico. 
In addition to the Santa Rosa de Lima (SRL) vein complex, the 
Company is exploring within the San Nicolas Fault and the Border 
Fault. The company also notes that there are numerous other 
satellite exploration targets which are the subject of drilling and 
exploration drifts. 

The Company’s 2017 drilling program on the SRL zone totaled 
29,500 meters with an average in situ grade of the intercepts of 
372 g/t Ag equivalent and an average true width of 3.8 meters. Step 
out drilling extends silver mineralization beyond the SRL zone 
with similar high-grade characteristics. 

Exhibit 22: Cusi High-Grade Silver Zone Discovery  
 

 
Source: Company Reports 
 

Recently, the Company announced a new high-grade siler vein 
system discovery because of recent mine development work and 
confirmatory drilling. Results include true widths of: 

• 17.45m @ 428 g/t silver 

• 9.35m @ 304 g/t silver 

• 8.75m @ 303 g/t silver 

• 4.90M @ 1,140 g/t silver 
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Sierra Metals plans to drill an additional 1,000 meters to better 
understand the extensions of the zone at depth and to the 
Northeast. The company noted that the mineralized zone is made 
up of multiple veins extending over 300 meters in length which 
are in proximity to existing operations. 

 

RISKS 

As with any investment, there are certain risks associated with 
Sierra Metals operations as well as with the surrounding economic 
and regulatory environments common to the metals and mining 
industry. 

Global pandemic and potential disruptions - The length 
and severity of the COVID-19 global outbreak is still undetermined 
and will likely continue to cause general economic uncertainty and 
potentially worsening global economic conditions.  Future 
economic growth will also likely be slowed or delayed, and 
recovery following the pandemic cannot be accurately predicted.   

Foreign operations - The Company conducts its operations in 
Peru and Mexico. As such, the Company is exposed to various 
levels of economic, political, and other risks and uncertainties that 
are country specific. 

Environmental regulation – The Company’s activities are 
subject to extensive laws and regulations governing environmental 
protection.  These laws and regulations are complex and have 
become more stringent over time. Failure to comply with 
applicable environmental laws may result in injunctions, damages, 
suspension or revocation of permits and imposition of penalties. 

Exploration, development, and mining risks – The 
Company’s operations are subject to all the hazards and risks 
normally encountered in the exploration, development, and 
production of base and/or precious metals. These risks could lead 
to damage to, or destruction of mines, and other producing 
facilities, damage to life or property, environmental damage 
and/or legal liabilities.   

Mineralized materials are estimates and subject to 
uncertainty - Mineral Reserves and grades are estimates only. 
There are many uncertainties in estimating mineral quantities of 
mineral reserves that may cause actual results and quantities to 
differ from those estimated. If these resources are less bountiful 
than anticipated, the mine life and cash flow could be severely 
reduced.  

Title and permits - While the Company believes it has exercised 
reasonable due diligence to determine title to properties it owns or 
controls, there is no guarantee that tile to these properties will not 
be challenged or impugned. Additionally, the Company is required 
to obtain and renew governmental permits and licenses for the 
operation and expansion of its operations or for the start of new 
operations.  Obtaining and renewing permits and licenses are 
complex and time-consuming. Any failure to obtain the necessary 
permits, or unexpected delays, costs to obtain or renew permits 
could delay development opportunities or impede operations. 

 

 

 

Commodity prices - The Company has no control over 
commodity prices and is subject to the volatility of those prices. As 
such, the Company’ financial operations and cash flows will 
fluctuate based on changes in the market prices of copper, zinc, 
silver, lead, and gold. 
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VALUATION 

To help frame our valuation, we created a DCF analysis of our mine model for Yauricocha, Bolivar and Cusi mines. Our valuation involves 
forecasting the net free cash flow generation from each mine over the estimated life of each project. Our cash flow projections are based on 
conservative assumptions supported by the Company’s most recent technical reports. Below we outline some of our major assumptions per 
mine. 

Yauricocha Mine 

• Production from 2020 to 2032 

• 1.25M tonnes processed annually through 2023; 1.78M tonnes processed annually from 2024 to 2032 

• Grades: 
o Silver average 36.1 g/t; range of 64 g/t to 18 g/t  
o Copper average 1.21%; range of 1.0% to 1.4% 
o Lead average 0.55%; range of 0.10% to 1.50% 
o Zinc average of 1.87%; range of 0.40% to 3.80% 
o Gold average of 0.42 g/t; range 0.35 g/t to 0.60 g/t 

• Smelting charge of 20% and AISC of $7.25/oz of Ag equivalent  

• Capex of $285.8Mover production period, inclusive of expansion capex & maintenance @ $15M/yr range; and taxes at 30.0% 

Bolivar Mine  

• Production from 2020 to 2032 

• 1.5M tonnes processed annually through 2023; ramping in 2024 to 2025 4.0M tonnes processed annually 

• Grades: 
o Silver average of 14.6 g/t; 2020-2023 range 20.0-21.0 g/t; 2024-2032 range 10.0-14.0 g/t 
o Copper average 1.0%; 2020-2023 range 0.95%-1.15%; 2024-2032 range 0.85%-0.95% 
o Gold average 0.23 g/t; 2003-2023 @ 0.29; 20224-2032 @ 0.20 

• Smelting charge of 15% and average AISC of $7.25/oz of Ag equivalent  

• Capex of $306M over production period inclusive of expansion capex & maintenance @$15M/yr range; taxes at 30.0% 

Cusi Mine 

• Production from 2020 to 2024 (exclusive of expansion plan from Dec’20 PEA; technical report not filed yet) 

• 0.4M tonnes processed annually  

• Grades: 
o Silver 160.0 g/t 
o Lead 0.25% 
o Zinc 0.15% 
o Gold 0.16 g/t 

• Smelting charge of 18% and AISC of $9.00/oz of Ag equivalent  

• Capex of $5M/yr. and taxes at 35.0% 
 
Our price deck:  

• Silver: $20.00/oz 
• Copper: $3.05 /lb 

• Lead: $0.85/lb 

• Zinc: $1.10/lb 

• Gold: $1,800.00/oz 

We then use a 10% discount rate and incorporate a sensitivity analysis to silver prices to arrive at our valuation range of US$3.25 to $4.90 
with a mid-point of US$4.10.  

 

 Ya u r icoch a 1 .5 2             1 .8 9               2 .2 3             

Boliv a r 1 .9 0             2 .3 4              2 .7 3             

Cu si 0.04             0 .09              0 .1 5             

Net  debt 0.2 2             0 .2 2              0 .2 2             

Tot al NA V /S 3.23$            4.11$              4.89$            

NA V  / Sh are (US$ )
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Exhibit 23: Yauricocha Mine Valuation Ranges 

 

Source: Stonegate Capital Partners 

 

Exhibit 24: Bolivar Mine Valuation Ranges 

 

Source: Stonegate Capital Partners 

 

Exhibit 25: Cusi Mine Valuation Ranges 

 

Source: Stonegate Capital Partners 
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BALANCE SHEET  

 

  

Sierra  Met a ls, Inc.

Con solida t ed Ba la nce Sh eet s (US$ Ms)

Fisca l  Yea r: Decem ber

FY17 FY18 FY19 Q320

A SSET S

A sset s

  Ca sh  a n d Ca sh  Equ iv a len ts 2 3 .9$  2 1 .8$  4 3 .0$ 6 3 .8$ 

  Tr a de a n d Oth er  Receiv a bles 2 7 .9    2 6 .0    3 1 .9    3 7 .5    

  Der iv a t iv e in str u m en ts -         -         -         0 .7      

  In com es Ta x es Receiv a ble 0.2       0 .1       1 .5       0 .4      

  In v en tor y 2 0.8    2 2 .0    2 6 .1    2 2 .3    

  Pr epa id Ex pen ses a n d Oth er  Cu r r en t  A ssets 1 .1       1 .5       1 .9       1 .6       

T ot a l  Cu rrent  A sset s 73.9     71.5     104.3  126.4   

  Pr oper ty ,  Pla n t  a n d Equ ipm en t 2 6 6 .2 2 8 3 .5 3 05 .1 3 03 .2 

  Defer r ed In com e Ta x 0.5       1 .4       2 .0      1 .3       

T ot a l  A sset s 340.6  356.4   411.4   430.9  

LIA BILIT IES A ND SHA REHOLDERS' EQUIT Y

Cu rrent  Lia bilit ies

  A ccou n ts Pa y a ble a n d A ccr u ed Lia bilit ies 3 2 .3$  3 6 .1$  4 4 .9$ 3 6 .9$ 

  Sh or t-ter m  Loa n s 2 9 .0    2 7 .7    -         1 2 .6    

  In com e Ta x  Pa y a ble 9 .4       5 .0       1 .4       4 .1       

  Defer r ed Rev en u e -         -         -         -         

  Oth er  Lia bilit ies 8 .6       8 .9       7 .2      6 .6      

  Decom m ission in g  Lia bility 1 .4       2 .0       0 .9      3 .3      

T ot a l  Cu rrent  Lia bilit ies 80.7     79.8     54.4     63.5     

Lon g T erm  Lia bilit ies 

  Loa n  Pa y a ble 3 5 .9    2 8 .5    9 9 .8    8 6 .7    

  Defer r ed Ta x  Lia bility 3 0.3    3 2 .2    2 7 .7    2 9 .7    

  Oth er  Lia bilit ies 1 .1       1 .1       1 .6       1 .7       

  Decom m ission in g  Lia bility 1 1 .9     1 1 .3     1 6 .0    1 9 .2    

Tota l Lia bilit ies 1 5 9 .9  1 5 2 .8  1 9 9 .4 2 00.9 

Sh a reh olders' Equ it y

  Com m on  Stock - Pa r  V a lu e 2 3 0.3 2 3 1 .8  2 3 0.5 2 3 1 .0 

  A ccu m u la ted Deficit (8 8 .1 )   (6 9 .3 )  (6 5 .2 )  (4 9 .4 )  

  Oth er  Reser v es 1 2 .4    1 0.9    1 1 .6    1 1 .1     

Tota l Stockh older s Equ ity  to Sh ldr s 1 5 4 .6  1 7 3 .4  1 7 6 .8 1 9 2 .6 

  Min or ity  In ter est 2 6 .1    3 0.3    3 5 .2    3 7 .5    

T ot a l  Sh a reh olders' Equ it y  (deficit ) 180.7   203.6  212.0  230.1  

T ot a l  Lia bilit ies a nd Sh a reh olders' Equ it y 340.6  356.4   411.4   430.9  

Ra t ios

Cu r r en t  Ra t io 0.9 x 0.9 x 1 .9 x 2 .0x

Debt  / Ca pita l 2 6 .4 % 2 1 .6 % 3 2 .0% 3 0.2 %

Tota l Lia bilit ies to Tota l A ssets 4 7 .0% 4 2 .9 % 4 8 .5 % 4 6 .6 %

Source: Com pany Reports ,  Stonegate Capital Partners                                            
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INCOME STATEMENT  

Sierra  Met a ls, Inc.

Con solida t ed St a t em ent s of Incom e (in  US$ Ms, except  per sh a re a m ou nt s)

Fisca l  Yea r: Decem ber

FY 2017 FY 2018 FY 2019 FY 2020E FY 2021E

  Rev enu es 205.1         232.4         229.0         244.1          335.4        

Cost  of Sa les

  Min in g  Costs (1 01 .0)       (1 1 5 .2 )      (1 3 5 .2 )      (7 0.9 )         (8 1 .2 )        

  Deplet ion , Depr ecia t ion  a n d A m or t iza t ion (5 8 .2 )         (3 1 .4 )         (3 6 .1 )         (8 7 .2 )         (8 4 .6 )       

  Gross Profit /loss 46.0           85.8           57.8           86.0           169.6        

  Gen er a l a n d A dm in istr a t iv e Ex pen ses (2 0.3 )         (1 8 .9 )         (1 9 .5 )         (1 9 .7 )         (2 6 .8 )       

  Sellin g  Ex pen ses (7 .5 )            (8 .6 )           (9 .7 )           (9 .8 )            (1 3 .4 )        

  Opera t ing Incom e (Loss) 18.1            58.3           28.5           56.4            129.3        

  Oth er  In com e/ex pen se 0.8             (1 .3 )           (0 .5 )           1 .2              1 .2            

  Cu r r en cy  Tr a n sla t ion  Ga in (Loss) (1 .7 )            (1 .2 )           (1 .0)            1 .8              -              

  In ter est  Ex pen se a n d Oth er  Fin a n ce Costs (3 .3 )            (3 .6 )           (5 .1 )            (4 .5 )            (4 .2 )          

  Der iv a t iv e in str u m en ts g a in s -                -               -                0 .9             -              

  Loss on  Spin  Ou t  of Plex m a r  Net  A ssets (4 .4 )            -               -                -                -              

  Ea rnings before T a xes 9.5              52.2           21.9            55.8            126.4        

In com e Ta x es (Ex pen se) Recov er y

Cu r r en t  Ta x  Ex pen se (2 3 .4 )         (2 5 .4 )        4 .9             (1 6 .7 )         (3 6 .0)       

Defer r ed Ta x  Recov er y  (Ex pen se) 1 3 .1           (0 .9 )           (1 7 .4 )         (1 .5 )            -              

Net  Incom e (Loss) (0.9)            25.8           9.4              37.6            90.4          

A dju st ed Net  In com e (Loss) 23.5            29.0           13.9            43.2            90.0         

WTD A v er a g e Sh a r es Ou tsta n din g

Ba sic 1 6 2 .6        1 6 3 .3        1 6 3 .1        1 6 2 .6        1 6 3 .5       

Dilu ted 1 6 2 .6        1 6 4 .7        1 6 4 .7        1 6 4 .6        1 6 5 .4       

  Ba sic EPS - Con t inu in g Opera t ion s (0.01)$        0.16$         0.06$         0.23$         0.55$        

  Dilu t ed EPS - Con t in u ing Opera t ion s (0.01)$        0.16$         0.06$         0.23$         0.55$        

A dju st ed Dilu t ed EPS 0.14$          0.18$         0.08$         0.26$         0.54$        

A dju st ed EBIT DA 81.0            89.8           65.3           101.5          170.5        

Source: Company Reports ,  Stonegate Capital Partners  estimates
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CORPORATE GOVERNANCE 

Luis Marchese, CEO – Mr. Marchese has over 25 years’ experience in the mining sector. He 
spent the majority of his career with Anglo American, where he held progressive positions including 
that of Country Manager, Senior Advisor to the CEO and General Manager of the Quellaveco and 
Michiquillay Projects in Peru. Mr. Marchese’s earlier operating experience also includes service with 
Dudbay in Canada. Recently, he was a Director to Compania Minera San Ignacio de Morococha and 
an Alernate Director to Compania Miner Poderosa. Mr. Marchese also served as President of Peru’s 
Society of Mining, Oil and Energy from 2017 to 2019  
 

Ed Guimaraes – CFO - Mr. Guimaraes has 29 years’ experience in the mining industry, most 
recently in a consulting role and several Board directorships. Mr. Guimaraes joined Sierra Metals in 
2014, previously he was with Aur Resources between 1995 and 2007, ultimately serving as Executive 
Vice President, Finance and Chief Financial Officer, until its acquisition by Teck Resources. Prior to 
1995, he worked in the Toronto mining group of Pricewaterhouse Coopers. 
 

Alonso Lujan, VP Exploration, Country Manager Mexico. -  28 years of experience 
in mineral exploration with a positive track record for increasing companies’ resources, output, and 
company value. Mr. Lujan most recently spent 6 years with Mata-Trafigura as the General Manager. 
Prior to that he worked with Hochschild Mining and Minas de Bacis SA de CV. 
 

Mike McAllister, VP, Investor Relations – 16 years’ experience working with public 
mining companies, the last 10 as a mining specialized investor relations and corporate development 
professional. Mr. McAllister joined Sierra Metals in 2015, previously he worked for Avion Gold which 
was acquired by Endeavour Mining, Savary Gold, Alder Resources and Black Iron on their Investor 
Relations and Corporate Development programs. Previously, Mr. McAllister worked at BMO Capital 
Markets in the Metal & Mining Group. 

Gabriel Pinto, VP Sustainability and Corporate Affairs – Mr. Pinto is a forestry 
engineer with more than 20 years of experience in Environmental Management related to operations 
in the mining and hydrocarbons sector, as well as community relations, health, and safety. He was 
previously at Barrick Gold where he held various positions in its operations and was part of the 
corporate Audit team with activities in South America, Africa, and Oceania. He was also Permits 
Manager for Peru, and later assumed the position of Corporate Director. After that, he was the Latin 
American Regional Director for Safety, Health and Environment. 

Augusto Chung, CP (Metallurgist), VP Special Projects and Metallurgy – Over 
34 years metallurgical and mine management experience with a positive track record for increasing 
companies’ output and company value. Mr. Chung was most recently with Rio Alto Mining as the Vice 
President of Projects. Prior to that he worked with Milpo, Barrick and Antamina and Southern Peru 
Copper. 

Americo Zuzunaga, CP (Geologist by Mining Engineer), VP, Corporate 
Planning – Over 30 years of international experience in mining operations, mine and business 
planning, engineering studies (PEA, PFS, FS), project management and optimizing development. Mr. 
Zuzunaga was most recently at BISA as a Technical Studies Manager and previously worked at BHP 
Billiton in successive planning roles. Previously he has been employed with Antamina, Yanacocha and 
Southern Peru Copper. 
 

James Leon, Country Manager Peru, General Manager, Yaurococha – Mr. James 
Leon is a Mining Engineer with more than 27 years of experience in mechanized mining operations. 
Prior to joining the Company, Mr. Leon worked with Buenaventura, where he held various positions 
until he was Regional Operations Manager. He holds a Masters Degree in Strategic Business 
Administration (MBA) from Pontificia Universided Catolica del Peru (PUCP) as well as a degree from 
the Management Development Program (PDD) of the University of Piura. 

 

Board of Directors:  

Alberto Arias – Chairman, and Director 
Luis Marchese – CEO 
Doug Cater – Director 
Steven Dean – Director 
Ricardo Arrarte – Director 
Dionisio Romero Paoletti –Director 
Jose Alberto Vizquerra-Benavides –Director 
Koko Yamoto - Director 
 

 

IN THE NEWS 

December 10, 2020 – Sierra Metals 
Announces Positive Preliminary 
Economic Assessment Results for a 
Doubling of Output at its Cusi Mine in 
Mexico to 2,400 Tonnes Per Day, 
Including After-tax NPV of US$81 
Million. 
 

December 8, 2020 – Sierra Metals 
Announces Filing of NI 43-101 
Preliminary Economic Assessment 
Technical Report for the Yauricocha 
Mine Including a 7.8% Improved After 
Tax NPV of US$359 Million Versus 
US$333 Million Previously Reported. 
 

November 18, 2020 – Sierra Metals 
Significantly Increases Mineral 
Resource Estimate for Cusi Silver 
Mine, Mexico. 
 

November 18, 2020 – Sierra Metals 
Announces Large Increase in Mineral 
Resource Tonnage at Its Yauricocha 
Mine in Peru and Positive PEA for 
Increase in Throughput to 5,500 
Tonnes Per Day From Today’s 
Permitted 3,150 Tonnes Per Day. 
 

November 9, 2020 – Sierra Metals 
Reports Record Adjusted EBITDA of 
$37.2M, a 73% Increase Over Q3 2019, 
as Part of Its Strong Q3 2020 
Consolidated Financial Results. 
 

November 5, 2020 – Sierra Metals 
Announces Filing of NI 43-101 
Technical Report on the PEA 
Assessment to Double Output at Its 
Bolivar Mine in Mexico to 10,000 TPD. 
 

November 2, 2020 – Sierra Metals 
Reports Strong Q3-2020 Financial 
Results for its Sociedad Minera Corona 
Subsidiary in Peru Which Increased Its 
Adjusted EBITDA by 28% to a Record 
of US$26.2M. 
 

October 14, 2020 – Sierra Metals 
Reports Record Third Quarter 2020 
Production Results, as the Production 
Ramps up to Full Capacity at All Three 
Mines. 
 

August 13, 2020 – Sierra Metals 
Reports Solid Consolidated Financial 
Results for the Second Quarter of 2020, 
Despite COVID-19 Interruptions. 
 

July 31, 2020 – Sierra Metals 
Reports Q2-2020 Financial Results at 
its Sociedad Minera Corona Subsidiary 
in Peru. 
 

July 28, 2020 – Sierra Metals 
Announces Restart of Production at its 
Cusi Silver Mine, Mexico. 
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IMPORTANT DISCLOSURES AND DISCLAIMERS 

 
The following disclosures are related to Stonegate Capital Partners (SCP) research reports.  
  
The information used for the creation of this report has been obtained from sources we considered to be reliable, but we can neither guarantee 
nor represent the completeness or accuracy of the information herewith. Such information and the opinions expressed are subject to change 
without notice and SCP does not undertake to advise you of any such changes. In preparing this research report, SCP analysts obtain 
information from a variety of sources, including to but not limited to, the issuing Company, a variety of outside sources, public filings, the 
principals of SCP and outside consultants. SCP and its analyst may engage outside contractors with the preparation of this report. The 
information contained in this report by the SCP analyst is believed to be factual, but we can neither guarantee nor represent the completeness 
or accuracy of the information herewith. While SCP endeavors to update the information contained herein on a reasonable basis, there may 
be regulatory, compliance, or other reasons that prevent us from doing so. The opinions or information expressed are believed to be accurate 
as of the date of this report; no subsequent publication or distribution of this report shall mean or imply that any such opinions or information 
remains current at any time after the date of this report. Reproduction or redistribution of this report without the expressed written consent 
of SCP is prohibited. Additional information on any securities mentioned is available on request. SCP does not rate the securities covered in 
its research. SCP does not have, nor has previously had, a rating for any securities of the Company. SCP does not have a price target for any 
securities of the Company.  
  
Recipients of this report who are not market professionals or institutional investors should seek the advice of their independent financial 
advisor prior to making any investment decision based on this report or for any necessary explanation of its contents. Because the objectives 
of individual clients may vary, this report is not to be construed as an offer or the solicitation of an offer to sell or buy the securities herein 
mentioned. This report is the independent work of SCP and is not to be construed as having been issued by, or in any way endorsed or 
guaranteed by, any issuing companies of the securities mentioned herein.   
  
SCP does not provide, nor has it received compensation for investment banking services on the securities covered in this report. SCP does not 
expect to receive compensation for investment banking services on the securities covered in this report. SCP has a non-exclusive Advisory 
Services agreement to provide research coverage, retail and institutional awareness, and overall Investor Relations support and for which it is 
currently compensated $3,000 per month. SCP’s equity affiliate, Stonegate Capital Markets (SCM) - member FINRA/SIPC - may seek to 
provide investment banking services on the securities covered in this report for which it could be compensated.   
  
SCP Analysts are restricted from holding or trading securities in the issuers which they cover. Research Analyst and/or a member of the 
Analyst’s household do not own shares of this security. Research Analyst, employees of SCP, and/or a member of the Analyst’s household do 
not serve as an officer, director, or advisory board member of the Company. SCP and SCM do not make a market in any security nor do they 
act as dealers in securities.   
  
SCP Analysts are paid in part based on the overall profitability of SCP and SCM. Such profitability is derived from a variety of sources and 
includes payments received from issuers of securities covered by SCP for services described above. No part of Analyst compensation was, is 
or will be, directly or indirectly, related to the specific recommendations or views expressed in any report or article. This security is eligible 
for sale in one or more states. This security may be subject to the Securities and Exchange Commission’s Penny Stock Rules, which may set 
forth sales practice requirements for certain low-priced securities.   
 

 

 

 

 

 

 

CONTACT INFORMATION 
 

Investor Relations   Investor Relations 

Sierra Metals Inc.             Stonegate Capital Partners 

161 Bay Street, Suite 4260  8201 Preston Rd.-Suite 325 
Toronto, ON M5J 2S1                              Dallas, Texas 75225 

Phone: (416) 366-7777  Phone: (214) 987-4121   

www.sierrametals.com  www.stonegateinc.com  

 

 

http://www.sierrametals.com/
http://www.stonegateinc.com/

