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Record Low Costs At Santander Lead To Q1 Earnings Beat 
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Q1 earnings beat on lower costs.  TV announced Q1/16 earnings yesterday after 
market close.    We calculate EBITDA of roughly $7.2M, above our estimate of 
$4.8M.  Headline EPS was breakeven, in-line with our estimate.  Production 
results from Santander were pre-released - the beat is mainly due to lower 
costs. Cash costs per tonne milled came in at US$32.22/tonne in Q1 (DCM 
$40/tonne), well below 2016 guidance of US$40-$43/tonne and down 34% YoY.  
The reduced costs were a result of cost optimization and operational 
efficiencies, as well as renegotiations of key consumable contracts (fuel, power) 
for the mine and mill.  The lower benchmark smelting and refining charges have 
not yet been reflected in Santander's costs in Q1, meaning there is potential for 
further upside.  We are extremely impressed with TV's operating performance at 
Santander in Q1.  Bottom Line: We are maintaining our BUY, Top Pick rating 
with a $1.00 target based on a 7.0x 2016E EV/EBITDA multiple.   

Cash cost guidance lowered.  As a result of TV's impressive cost reduction 
efforts in Q1, TV has lowered their cash cost guidance to US$35-$38/tonne 
milled for the remainder of the year (from US$40-$43/tonne).  We have 
adjusted our estimates accordingly - we are modelling cash costs of 
US$36.50/tonne milled (prev est US$40/tonne).  Production guidance was 
reiterated, calling for 52-55Mlbs of payable zinc (DCM 53Mlbs), 22-25Mlbs of 
payable lead (DCM 26Mlbs) and 800-1,000koz of payable silver (DCM 922koz).  

Caribou update - continuing to work on recoveries.  Ramp up continues to 
progress well in New Brunswick, with the metallurgical team focusing on 
bringing zinc recoveries up to the PEA levels.  Zinc recoveries were 74% in April, 
up from 71% over Q1.  TV determined that zinc recoveries are adversely affected 
by the calcium content in the plant process water - i.e. higher calcium content 
leads to lower zinc recoveries.  The plant reagent mix has been adjusted 
accordingly, and TV was able to get recoveries up to 80.9% Zn.  We are 
maintaining our forecast commercial production date of end of June 2016.  

Balance sheet - no surprises.  TV ended Q1 with working capital of $21M, 
including total cash (cash + restricted) of $27M.  From a liquidity perspective, we 
believe TV has enough cash to see Caribou through to commercial production 
and cover their liabilities in 2016 (see page 3).  We believe their balance sheet 
puts them in a good position to capture strong zinc markets in the back half of 
2016.        

Changes to our estimates: 

 
Sources: Dundee Capital Markets 

Company Description 
Trevali Mining Corporation is a zinc miner in 
production at its Santander zinc-lead-silver in 
Peru.  In Canada, Trevali owns the Caribou 
mine and Halfmile/Stratmat polymetallic 
project in New Brunswick.  
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TV Q1 earnings beat on lower costs 

 
Sources: Company Documents, DCM 

Santander site operating costs: 2016 guidance for US$35-38 per tonne milled 

 
Sources: Company Documents, DCM 

Caribou April commissioning update 

TV continues to work with their metallurgical team and partner Glencore (GLEN-LON, Not 
Rated) to optimize metallurgical performance and bring zinc recoveries up to PEA levels.  
Several modifications were completed in April, focusing on the primary grind and zinc 
circuits, including: 

• Improved vortex finders on three of five cyclones 
• Zinc bank splitter box improvements 
• Steady smaller 3/4 inch charge media supply - currently converting Ball Mill 1 charge  
• Zinc Cleaner density trials are ongoing 

TV determined that zinc recoveries are adversely affected by the calcium content in the 
plant process water - i.e. higher calcium content leads to lower zinc recoveries.  The plant 
reagent mix has been adjusted accordingly, and TV was able to get recoveries up to 80.9% 
Zn.   



Trevali Mining Corp.  May 12, 2016 

 

DUNDEE CAPITAL MARKETS   Page | 3  

Mining activities and underground production is steady, with production of 1,952 tpd at 
average grades of 6.0% Zn, 3.0% Pb and 2.7 oz/ton Ag.  We are maintaining our forecast 
commercial production date of June 2016. 

Caribou Production Performance 

 
Sources: Company Documents, Dundee Capital Markets 

Liquidity Analysis 

 
Sources: Company Documents, DCM 

Based on TV's current cash position and projected operating cash flow through the 
remainder of 2016, we believe TV has substantial liquidity to cover their liabilities and 
capital expenditure programs for the year.  We believe they are in good  financial position to 
continue focusing on ramping up Caribou and capture improving zinc fundamentals in the 
final half of the year. 
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Using consensus estimates in 2016E, TV is trading at a 5.6x EV/EBITDA (vs peers at 10.3x) 

 
Source: DCM, FactSet 
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Fund, the Investment Industry Regulatory Organization of Canada and an investment fund manager registered with the 
securities commissions across Canada. Dundee Capital Markets is a subsidiary of Dundee Corporation.  
Research Analyst Certification: Each Research Analyst involved in the preparation of this research report hereby certifies that: 
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securities or issuers that are the subject matter of this research report; and (2) his/her compensation is not and will not be 
directly related to the specific recommendations or views expressed by the Research Analyst in this research report. The 
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Markets in Canada. This research report is not an offer to sell or the solicitation of an offer to buy any of the securities 
discussed herein.  
The information contained in this research report is prepared from publicly available information, internally developed data 
and other sources believed to be reliable, but has not been independently verified by Dundee Capital Markets and Dundee 
Capital Markets makes no representations or warranties with respect to the accuracy, correctness or completeness of such 
information and they should not be relied upon as such. All estimates, opinions and recommendations expressed herein 
constitute judgments as of the date of this research report and are subject to change without notice. Dundee Capital Markets 
does not accept any obligation to update, modify or amend this research report or to otherwise notify a recipient of this 
research report in the event that any estimates, opinions and recommendations contained herein change or subsequently 
becomes inaccurate or if this research report is subsequently withdrawn.  
Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is made 
regarding future performance of any security mentioned in this research report. The price of the securities mentioned in this 
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The securities discussed in this research report may not be suitable for all types of investors and such reports do not take into 
account particular investment needs, objectives and financial circumstances of a particular investor. An investor should not 
rely solely on investment recommendations contained in this research report, if any, as a substitution for the exercise of their 
own independent judgment in making an investment decision and, prior to acting on any of the information contained in this 
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Dundee Capital Markets Research is distributed by email, website or hard copy. Dissemination of initial research reports and 
any subsequent research reports is made simultaneously to a pre-determined list of Dundee Capital Markets' Institutional 
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Dundee Capital Markets with respect to Research reports is available on the Internet at www.dundeecapitalmarkets.com. 
Dundee Capital Markets has written procedures designed to identify and manage potential conflicts of interest that arise in 
connection with its research and other businesses. The compensation of each Research Analyst/Associate involved in the 
preparation of this research report is based competitively upon several criteria, including performance assessment criteria 
based on quality of research. The Research Analyst compensation pool includes revenues from several sources, including 
sales, trading and investment banking. Research analysts do not receive compensation based upon revenues from specific 
investment banking transactions. Dundee Capital Markets generally restricts any research analyst and any member of his or 
her household from executing trades in the securities of a company that such research analyst covers.  
Certain discretionary client portfolios are managed by portfolio managers and/or dealing representatives in its private client 
advisory division, Dundee Goodman Private Wealth. The aforementioned portfolio managers and/or dealing representatives 
are segregated from Research and they may trade in securities referenced in this research report both as principal and on 
behalf of clients (including managed accounts and investment funds). Furthermore, Dundee Capital Markets may have had, 
and may in the future have, long or short positions in the securities discussed in this research report and, from time to time, 
may have executed or may execute transactions on behalf of the issuer of such securities or its clients.  
Should this research report provide web addresses of, or contain hyperlinks to, third party web sites, Dundee has not 
reviewed the contents of such links and takes no responsibility whatsoever for the contents of such web sites. Web addresses 
and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third party web sites 
is not in any way incorporated into this research report. Recipients who choose to access such web addresses or use such 
hyperlinks do so at their own risk. 
Unless publications are specifically marked as research publications of Dundee Capital Markets, the views expressed therein 
(including recommendations) are those of the author and, if applicable, any named issuer or Investment dealer alone and they 
have not been approved by nor are they necessarily those of Dundee Capital Markets. Dundee Capital Markets. expressly 
disclaims any and all liability for the content of any publication that is not expressly marked as a research publication of 
Dundee Capital Markets. 
Forward-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and 
assumptions made by the author. These statements involve risks and uncertainties and are not guarantees of future 
performance or results and no assurance can be given that these estimates and expectations will prove to have been correct, 
and actual outcomes and results may differ materially from what is expressed, implied or projected in such forward-looking 
statements. 
© Dundee Securities Ltd. Any reproduction or distribution in whole or in part of this research report without permission is 
prohibited. 
Informal Comment: Informal Comments are analysts’ informal comments that are posted on the Dundee website. They generally 
pertain to news flow and do not contain any change in analysts' opinion, estimates, rating or target price.  Any rating(s) and target 
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Presentations do not include disclosures that are specific to analysts and specific to companies under coverage.  Please refer to 
formal published research reports for company specific disclosures and analyst specific disclosures for companies under coverage.  
Please refer to formal published research reports for valuation methodologies used in determining target prices for companies 
under coverage. 
Idea of Interest: Dundee Capital Markets has not initiated formal continuing coverage of Idea of Interest companies. Dundee 
Capital Markets from time to time publishes reports on Idea of Interest securities for which it does not and may not choose to 
provide formal continuous research coverage. All opinions and estimates contained in an Idea of Interest report are subject to 
change without notice and are provided in good faith but without the legal responsibility that would accompany formal 
continuous research coverage. The companies may have recommendations and risk ratings as per our regular rating system 
and may have target prices, see Explanation of Recommendations and Risk Ratings for details.  Any recommendations, ratings, 
target prices and/or comments expire 30 days from the published date, and once expired should no longer be relied upon as 
no assurance can be given as to the accuracy or relevance going forward.  Dundee does not accept any obligation to update, 
modify or amend any Idea of Interest report or to otherwise notify a recipient of an Idea of Interest report in the event that 
any estimates, opinions and recommendations contained in such report change or subsequently become inaccurate. Dundee 
clients should consult their investment advisor as to the appropriateness of an investment in the securities mentioned. 
IIROC Rule 3400 Disclosures and/or FCA COBS 12.4.10 Disclosures: A link is provided in all research reports delivered by electronic 
means to disclosures required under IIROC Rule 3400.  Disclosures required under IIROC Rule 3400 for sector research reports 
covering six or more issuers can be found on the Dundee Capital Markets website at www.dundeecapitalmarkets.com in the 
Research Section. Other Services means the participation of Dundee in any institutional non-brokered private placement exceeding 
$5 million.  Where Dundee Capital Markets and its affiliates collectively beneficially own 1% or more (or for the purpose of FCA 
disclosure 5% or more) of any class of the issuer’s equity securities, our calculations will exclude managed positions that are 
controlled, but not beneficially owned by Dundee Capital Markets.    
Explanation of Recommendations and Risk Ratings 
Dundee target: represents the price target as required under IIROC Rule 3400.  Valuation methodologies used in determining the price 
target(s) for the issuer(s) mentioned in this research report are contained in current and/or prior research. Dundee target N/A: a price 
target and/or NAV is not available if the analyst deems there are limited financial metrics upon which to base a reasonable valuation. 
Recommendations: BUY: Total returns expected to be materially better than the overall market with higher return 
expectations needed for more risky securities. NEUTRAL: Total returns expected to be in line with the overall market. SELL: 
Total returns expected to be materially lower than the overall market. TENDER: The analyst recommends tendering shares to 
a formal tender offer. UNDER REVIEW: The analyst will place the rating and/or target price Under Review when there is a 
significant material event with further information pending; and/or when the 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. 
Risk Ratings: risk assessment is defined as Medium, High, Speculative or Venture. Medium: securities with reasonable liquidity 
and volatility similar to the market.  High: securities with poor liquidity or high volatility. Speculative: where the company's 
business and/or financial risk is high and is difficult to value. Venture: an early stage company where the business and/or 
financial risk is high, and there are limited financial metrics upon which to base a reasonable valuation.  
Investors should not deem the risk ratings to be a comprehensive account of all of the risks of a security.  Investors are 
directed to read Dundee Capital Markets Research reports that contain a discussion of risks which is not meant to be a 
comprehensive account of all the risks.  Investors are directed to read issuer filings which contain a discussion of risk factors 
specific to the company’s business.   
Medium and High Risk Ratings Methodology: Medium and High risk ratings are derived using a predetermined methodology 
based on liquidity and volatility. Analysts will have the discretion to raise but not lower the risk rating if it is deemed a higher 
risk rating is warranted. Risk in relation to forecasted price volatility is only one method of assessing the risk of a security and 
actual risk ratings could differ.   
Securities with poor liquidity or high volatility are considered to be High risk. Liquidity and volatility are measured using the 
following methodology: a) Price Test: All securities with a price <= $3.00 per share are considered high risk for the purpose of 
this test. b) Liquidity Test: This is a two-tiered calculation that looks at the market capitalization and trading volumes of a 
company. Smaller capitalization stocks (<$300MM) are assumed to have less liquidity, and are, therefore, more subject to 
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price volatility. In order to avoid discriminating against smaller cap equities that have higher trading volumes, the risk rating 
will consider 12 month average trading volumes and if a company has traded >70% of its total shares outstanding it will be 
considered a liquid stock for the purpose of this test. c) Volatility Test: In this two step process, a stock’s volatility and beta are 
compared against the diversified equity benchmark. Canadian equities are compared against the TSX while U.S. equities are 
compared against the S&P 500. Generally, if the volatility of a stock is 20% greater than its benchmark and the beta of the 
stock is higher than its sector beta, then the security will be considered a high risk security. Otherwise, the security will be 
deemed to be a medium risk security. Periodically, the equity risk ratings will be compared to downside risk metrics such as 
Value at Risk and Semi-Variance and appropriate adjustments may be made. All models used for assessing risk incorporate 
some element of subjectivity. 
SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS (subordinate 
voting shares).  
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