
 
 

 
©2023 Fundamental Research Corp.            “19+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”           www.researchfrc.com                

 

      February 28, 2023 

West High Yield Resources Ltd.   
(TSXV: WHY / OTCQB: WHYRF) 
 
Potential for Reducing Reliance on China & Russia for Critical 
Minerals – Initiating Coverage  

 

BUY 
Current Price: C$0.40 
Fair Value: C$1.95 
Risk: 5 

Sector / Industry: Junior Resource                                          Click here for more research on the company and to share your views 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 YTD 12M 

  WHY -2% -43% 

TSXV 11% -26% 

 

 
 
 

 
*Raised $1.15M subsequent to Q3-2022. 

*See last page for important disclosures, rating and risk definitions. All figures in C$ unless otherwise specified. 

Highlights 
➢ WHY is advancing Record Ridge – a large/high-grade magnesium project in B.C. - to 

production.  
➢ Magnesium is classified as a critical mineral in North America and the Europe Union. 

Its high strength to weight ratio, durability, resistance to impact, and casting characteristics 
allow it to be used in a wide range of sectors, such as automotive, aerospace, cement, and 
agriculture. As North America imports most of its magnesium consumption from China 
and Russia, we believe there is a strong need for domestic production.  

➢ Record Ridge’s resource (43 Mt @ 25% Mg, implying 11 Mt Mg contained) can potentially 
support a mine-life of 170+ years. WHY has entered into a letter of intent to sell at least 
200 Kt of ore per year to a global supplier of magnesium.   

➢ A recently completed Preliminary Feasibility Study (PFS) returned robust economics, with 
an AT-NPV5% of US$872M, and a very high AT-IRR of 72%, based on US$1,500/t MgO-
98% (in line with spot prices). WHY is trading at just 3% of AT-NPV5%. We believe the 
PFS was highly conservative as it was based on just 8% of the project’s resource.  

➢ WHY has developed a green process to produce high-purity MgO, with zero CO2 emissions. 
Management is planning to build a demonstration/pilot plant to complete a feasibility 
study, and further de-risk the project.  

➢ WHY also has two gold projects in B.C. - the Gold Mine Rejects project (which has non-
compliant resources totaling 30 Koz gold in stockpiles), and the past-producing Midnight 
gold project. A recent drill program at Midnight returned several high-grade intercepts. We 
believe management is likely to direct all of their resources to the flagship magnesium 
project, and potentially bring in JV partners to explore the gold assets.  

➢ Upcoming catalysts include approval of a mine plan permit, and pilot operations. 
 

Risks 
➢ The value of the company is dependent on magnesium prices 
➢ Development; potential for delays in project development  
➢ Permitting  
➢ Access to capital and potential for share dilution 
➢ No assurance that the company will be able to advance all of its projects simultaneously 

52 Week Range C$0.22–C$0.72 

Shares O/S 84M 

Market Cap. C$34M 

Yield (forward) N/A 

P/E (forward) N/A 

P/B N/A 

Sid Rajeev, B.Tech, MBA, CFA 
Head of Research  
 
Nina Rose Coderis, B.Sc (Geology) 
Equity Analyst 

 

 Price Performance (1-year) 

Company Data  
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Magnesium is on the 

list of critical 
minerals in the U.S. 

and the EU  
 

China is the largest 
consumer, 

accounting for 40% 
of global demand 

 
China accounts for 

88% of global 
production 

 
Russia (49%) and 

China (22%) 
account for 71% of 

global reserves 
 

Global demand is 
expected to grow by 

5.2% over the next 
decade (Source: CM 

Consulting) 
 

North America 
imports most of its 
consumption, as it 

has only one 
primary magnesium 

producing mine, 
indicating that there 

is need for additional 
domestic producers 

 
 
 
 
 
 
 
 

Magnesium 
Magnesium is one of the lightest metals, and can withstand high temperatures. Its 
high strength to weight ratio, durability, resistance to impact, and casting 
characteristics allow it to be used in a wide range of sectors including automotive, 
aerospace, cement, and agriculture. Magnesium is the third most commonly used 
metal in construction, after iron and aluminium. Although in early-stages, we note 
that there is ongoing reseach on magnesium ion batteries, and its viability to 
replace lithium-ion batteries. 

 
Source: Grand View Research 

 
2022 Magnesium Production  

 
Global Magnesium Reserves 
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Prices have declined 
from their peaks in 

late 2021, but 
remain well above 

their 10-year 
average (US$3,200/t 

vs US$2,400/t)  
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Magnesium Ingot (99.9%) Prices - China 

 
Source: Trading Economics  

 

Note that the above chart presents prices for Mg ingot (99.9% purity), while the 
recently completed PFS on Record Ridge was based on MgO (98% purity) 
production. WHY’s PFS indicates that they can produce 98% pure magnesia 
(MgO) for US$350/t vs the spot/contract price of US$1,500/t, reflecting robust 
margins. We believe WHY’s OPEX is lower than comparable magnesium projects, 
as its deposit is open-pittable, and as B.C. has relatively low energy/power costs. 
 
Although we are not expecting a global deficit in magnesium supply (as global 
production capacity is higher than demand), we believe North American projects, 
such as Record Ridge, have significant upside potential, considering that 
magnesium trades at a premium in North America (due to lack of domestic 
production and transportation costs from China).  
 

Record Ridge Magnesium Project 
Location, Accessibility and Infrastructure 
The property, covering 8,972 hectares, is located in an established mining district 
near the town of Rossland, B.C. 
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Located 5 km north 
of the U.S.-Canada 

border 
 

 
Excellent 

infrastructure in 
place, including rail 

access, power, 
water, and natural 

gas  
 

 
 
 
 
 

 
 
 

 
 

Delineated a  

7.5 km2 mineralized 
zone 

 
The current 

resource estimate 
accounts for just 8% 

of identified 
mineralization 

 
 
 
 
 
 
 
 
 
 

 
 

 
 

A large high-grade 
open-pit resource 

 
 
 
 

 

Location Map 

 
Source: Company 

 
Mineralization and Resource 
Between 2007 and 2011, 77 holes (10,310 m) were drilled on the project. All of the 
holes encountered mineralization. 
 

Mineralized Zone of Record Ridge Magnesium Project 

 
Source: SRK Consulting 

 

A 2013 NI 43-101 resource report stated a large M&I resource of 43 Mt, with a 
relatively high grade of 24.6% Mg (10.6 Mt of contained Mg).  
 

 
Source: SRK Consulting  
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WHY’s proprietary 

technology 
(developed in 2019) 
has the potential to 

produce premium 
(>99%) magnesium 
products (MgO and 
MgOH2), with nickel 

and silica as by-
products 

 
A closed-loop 

process with zero 
CO2 emissions, and 

low energy 
consumption 

 
 

The PFS returned 
robust economics, 

including an AT-
NPV5% of 

US$872M, a very 
high AT-IRR of 72%, 
and a quick payback 
period of 1.5 years, 

using US$1,500/t 
MgO 

 
We believe the PFS 

was highly 
conservative, as it 
was based on just 

8% of M&I 
resources 

 
The PFS was based 

on a 20-year mine 
life; we believe the 

mine can operate for 
170+ years, if 100% 

of M&I resources 
are used  

 
Relatively low initial 

CAPEX of 
US$205M, and 

OPEX of US$375/t 
 

 
 
 

2022 PFS and Proprietary Hydrometallurgical Process 
In November 2022, WHY completed a PFS, based on annual production of 86,500 
tonnes MgO (98%). The project’s mine plan includes a conventional open-pit 
operation, following by crushing, and processing, using a hydrochloric acid (HCl) 
leaching process, as shown below. 
 

 
Source: Company 

 
The main mineral source of MgO products in China is Magnesite (MgCO3), which 
is processed by calcination at high temperatures, resulting in high CO2 emissions. 
However, WHY’s ore (serpentine) is silicate-based, allowing the use of HCl 
leaching at low temperatures, resulting in minimal environmental impact, 
emissions, and waste. 
 

2022 PFS  

 
Source: Company 
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AT-NPV5% 
decreases to 

US$445M, if MgO 
prices are lowered 

by 30%, and 
increases to 

US$1.3B, if MgO 
prices are increased 

by 30%  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Sensitivity Analysis 

  

 

 
Source: Technical Report 

 

Upcoming Catalysts 
The company is planning to build a demonstration plant to de-risk the project, 
and complete a feasibility study.  

https://www.researchfrc.com/website/
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Management is 
aiming to commence 

commercial 
production by 2028, 
which we believe is 

a realistic timeline 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 
Insiders own 30% of 
the total outstanding 

shares 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: FRC 

 
Management and Directors 
 

Share Ownership 

 
Source: Management Information Circular/FRC 

 
Brief biographies of the management team and board members, as provided by 
the company, follow: 
 
Frank Marasco Jr. – President, CEO & Director 
Mr. Marasco is also President and Director of Big Mountain Development Corp. 
Ltd. Over the course of 45 years, Frank has built and sold numerous successful 
businesses, in Retail, Hospitality, and Commercial Real-estate. Frank’s experience 
in resource development outside of his 16 years leading WHY Resources is based 
in the oil and gas sector. He had purchased 81 oil and gas development sections 
in Saskatchewan in the Bakken, as well as thirteen gold mines in Rossland.  
 
Shelina Hirji, CPA, CM- CFO 
Shelina Hirji is a designated accountant with over 38 years of experience in 
infrastructure construction, oil and gas exploration, and mining. Ms.Hirji has been 

https://www.researchfrc.com/website/


Equity Research  
Page 8 of 11 

 
 

©2023 Fundamental Research Corp.            “19+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”           www.researchfrc.com                

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

engaged in the oil and gas industry since early 1990, starting with various senior 
accounting and management roles in both public and private companies with 
extensive participation in growth opportunities.  
 
Barry Baim – Independent Director  
Mr. Baim brings over 35 years activating and inspiring teams to achieve profitable 
revenue growth. His senior experience is diverse having held executive positions 
with both private and public companies including Tier one CPG and in the natural 
resource sector mining site development projects in oil sands and other service-
related entities in energy, oil, and gas. He is currently a director for SGV Canada 
and a past board member with Millennium Seismic, Paradigm Chemical 
Technologies and Siksika Resource Developments Ltd.  
 
Patricia L. Nelson – Independent Director 
Ms. Nelson was the Vice Chair and Director of the In Situ Oil Sands Alliance, the 
Controller for Sabre Petroleum and also Petroterra Resources. She also served as 
the Manager of Financial Control for Suncor Inc. She is a currently a member of 
the Board of Directors of Altalink, and also Optiom Inc.. Mrs. Nelson served 15 
years as an elected Member of the Legislature of Alberta, and was appointed as 
the Minister of Energy, the Minister of Economic Development and Tourism, the 
Minister of Government Services, and finally the Minister of Finance.  
 
Maria Marasco – Director 
Mrs. Marasco is an independent businesswoman who has provided services in 
corporate restructuring finance, acquisitions, and strategic planning. She is also 
responsible for overseeing management information systems, human resource 
strategies, and property management systems. 
 
Fouad Kamaleddine, Phd, P.Eng – Advisor 
Dr. Kamaleddine is the founder/principal of AIS Inc., an integrated mining 
consulting partnership that provides technical services to mining companies 
including processing and metallurgy, project development, and engineering 
studies. He has been an officer and director of many public and private mining 
companies. Dr. Kamaleddine has over 20 years of academic and industry 
experience with demonstrated success in conducting challenging industrial 
research leading to several inventions and multiple achievement awards. 

https://www.researchfrc.com/website/
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Our net rating on the 
company’s 

management team 
is 3.5 out of 5.0  

 
 
 
 
 
 
 
 
 
 
 
 

 
Two out of four 

board members are 
independent 

 
 
 
 
 
 
 
 
 
 

 
 

At the end of Q3-
2022, WHY had a 

working capital 
deficit, due to a 

$3.7M loan from the 
largest shareholder 
(the CEO’s family) 

 
Raised $1.15M 

subsequent to Q3 
 

In-the-money 
options/warrants can 

bring in $3.39M 
 
 
 
 

 
 

Strength of Board 

 
Source: FRC 

 

Financials 

 

 
Source: FRC / Company 
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Our DCF valuation 
is $1.95 per share 

 
Our OPEX/CAPEX 
assumptions are in 
line with the recent 

PFS 
 

For conservatism, 
we have used a high 
discount rate (15%), 
and have applied an 

additional 50% 
discount to our AT-

NPV15% estimate to 
account for 
permitting / 

development / 
financing risks 

 
Our fair value 

estimate is highly 
sensitive to MgO 

prices 
 
 
 
 
 
 
 
 

 
 
 
 

 
 

As with most junior 
exploration / 
development 

companies, we are 
assigning a risk 

rating of 5 (Highly 
Speculative)  

 
 
 

FRC Valuation and Rating 
 

 

 
Source: FRC  

 
We are initiating coverage with a BUY rating, and a fair value estimate of $1.95 
per share. We believe the market has yet to realize the significance of magnesium, 
especially considering its critical mineral status, and that North America and Europe 
are heavily dependent on China and Russia for supply. WHY is one of the very few 
publicly listed companies in the world offering exposure to magnesium.   
 

Risks 
We believe the company is exposed to the following key risks (not exhaustive): 
 
➢ The value of the company is dependent on magnesium prices 
➢ Development; potential for delays in project development  
➢ Permitting  
➢ Access to capital and potential for share dilution 
➢ No assurance that the company will be able to advance all of its projects 

simultaneously 
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Fundamental Research Corp.  Equity Rating Scale: 
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated 
industry.  The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure 
is conservative with little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less 
sensitive to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive 
free cash flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use 
of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are 
sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry 
averages, and coverage ratios are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a 
turnaround situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  
Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues and may rely on external funding.  
These stocks are considered highly speculative. 
 
Disclaimers and Disclosure 
The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates 
and opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or 
correctness.   There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does 
not own any shares of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking 
business with the subject company.    Fees were paid by WHY to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes 
steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional 
Conduct.   Additionally, analysts may not trade in any security under coverage.  Our full editorial control of all research, timing of release of the reports, and release 
of liability for negative reports are protected contractually.  To further ensure independence, WHY has agreed to a minimum coverage term including an initial report 
and three updates.   Coverage cannot be unilaterally terminated.   Distribution procedure:  our reports are distributed first to our web-based subscribers on the date 
shown on this report then made available to delayed access users through various other channels for a limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (65%), HOLD (3%), SELL / SUSPEND (32%). 
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but 
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product 
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other 
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities 
regulators.  By making these forward-looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these 
statements for revisions or changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a rating may 
have no further or less frequent updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT ASSUMES 
FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS TALK TO YOUR 
FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, 
OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN 
MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO.    This REPORT is solely 
for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a complete description of the company, industry, 
securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared unless otherwise stated and HAVE NOT 
BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available upon request.   THIS REPORT IS 
COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, including citing Fundamental Research 
Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
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