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Gaucho Gold   
  

Mariana Resources has raised at least £2.6 million to carry out 

further exploration at its wholly-owned Calandria South project in 

Santa Cruz province of Patagonia, Argentina. On 28 October, the 

company announced the assay results of the first hole in what has 

subsequently proved to be a significant near-surface gold discovery. 

The market’s subsequent reaction to this news flow suggests to us that 

the majority believe that the discovery has good potential to be 

economic. We value this initial discovery, post fundraise, at 19 pence 

per share. But this does not include the considerable potential upside 

from further drilling next year. 

 Initial assessment of potential at Calandria South is encouraging. We 

think that drilling 91.5m at 1.6g/t gold starting from 3.5m below surface is an 

exceptional result. Placed in context with the results for the remaining holes, 

shown in Table 5, and considering that 75% of the strike length remains 

untested, this near-surface discovery could get a lot bigger. 

 Mineralisation new to the region. This low sulphidation epithermal 

discovery is hosted in mineralisation not previously known in this region of 

Patagonia. We think that Mariana Resources, with its detailed knowledge of the 

Calandria South discovery, is well positioned to make similar discoveries on 

ground held elsewhere in the region. 

 Proceeds from fundraise will be used to fund further exploration of 

Calandria South. The company plans to carry out a major follow up 

exploration programme that will include additional geochemistry, geophysics, 

step out drilling, deeper testing of the known mineralisation and scout drilling 

of the remaining strike length. This programme is to start immediately with 

geophysics in January and drill results in June at the latest. 

 Following in the footsteps of Patagonia Gold. We have based our initial 

valuation of Calandria South on Patagonia Gold's more advanced Cap-Oeste 

deposit 200km to the west. We think that Cap-Oeste provides a good example 

of the potential upside to South Calandria at its much earlier stage of 

development on the resource value curve shown in Chart 1. We find that 19 

pence per share is fair value for Calandria South based on an assumed initial 

resource of 250,000 ounces over the strike length drilled to date valued at $150 

per ounce. 

Code (AIM) MARL 

Price 15p 

Pro-forma market cap £19m 

Year End 31 December 

Pro-forma shares in Issue 124m 

Cash £2.8m 
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Forecasts (£000s) 

31 Dec 2007A 2008A 2009E 2010E 

Data     

Sales - - - - 

EBITDA (1,571) (1,889) (1,578) (1,800) 

PTL (1,495) (1,813) (1,553) (1,750) 

LPS (4.1p) (3.3p) (1.3p) (1.4p 

Ratios     

EV/sales - - - - 

EV/EBITDA (1.49) (2.6) (10.77) (-9.44) 
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Valuation 

19 pence per share is fair value assuming dilution from this placement of shares 

In providing guidance to the current and potential value of Calandria South, we 

acknowledge that our approach is a highly subjective.  Nevertheless, in basing our 

valuation on that of AIM-listed Patagonia Gold, we believe that our valuation is a 

fair assessment. 

 
Table 1: Valuation of Patagonia gold based on the resource at Cap-
Oeste   

Company Ticker 
Share price 

(p) 
Market Cap 

(£m) 
Cap-Oeste 

resource (oz) 
EV / resource 

oz (US$) 

Patagonia 
Gold 

PGD 15 88.0 893,000 150 
 

Source: FinnCap 

 

In calculating a resource valuation metric for Patagonia Gold, we have assumed 

that the Cap-Oeste deposit, located 200 km west of Calandria South, is the only 

deposit of material value to the company. We have also not accounted for any 

cash the company may possess. 

 
Table 2: Implied market cap of Mariana Resources based on an 
assumed initial resource of 250,000 ounces  

Company Ticker 
Share 
price 
(p) 

Market 
Cap (£m) 

Assumed 
initial 

resources 
(oz) 

Implied 
resource 
valuation 

metric 
(US$/oz) 

Implied 
market cap 

(£m) 

Mariana 
Resources 

MARL 15 19 250,000 150 23 
 

Source: FinnCap            £1 = US$1.60 

 
Table 3: Implied market cap of Mariana Resource based on an 
assumed resource increase to 500,000 ounces 

Assumed upside to 
resource (oz) 

Implied resource valuation 
metric (US$/oz) 

Implied market cap 
(£m) 

500,000 150 48 
 

Source: FinnCap            £1 = US$1.60 

 
Table 4: Implied market cap of Mariana Resources based on an 
assumed resource increase to 750,000 ounces 

Assumed upside to 
resources (oz) 

Implied resource valuation 
metric (US$/oz) 

Implied market cap 
(£m) 

750,000 150 71 
 

Source: FinnCap            £1 = US$1.60 

 

Mariana Resources has only drilled eight holes into Calandria South and does not 

have a resource statement. Our initial resource estimate is based on approximate 

measurements of the surface footprint of the 400 metre strike length and vertical 

extent of the mineralisation drilled so far. The upside to the resource in Table 3 

and Table 4 is based on progressively more of the strike length drilled out and 
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returning gold enriched mineralisation with similar characteristics to that already 

drilled. 

 

As one would expect, there are lots of caveats to our implied valuations in the 

above tables. We believe the Hidefield Gold discovery of a resource of 250,000 

ounces in the Deseado Massif lacks sufficient critical mass to become a mine. 

With this in mind, the metric of £95 per ounce may be too high for a resource of 

this size. If Mariana Resources were to have an initial resource of 250,000 

ounces, the current implied resource valuation metric would be about US$110 per 

ounce which was the average resource valuation metric for exploration companies 

with gold ounces in the Deseado Massif two years ago. 

 

Every resource displays different characteristics and we would argue that, 

although at an early stage, the initial drilling at Calandria South and subsequent 

interpretation of the mineralisation means that $110 per ounce fails to value the 

blue sky in what we think has the potential to be an economic discovery. 

 

We think that $150 per ounce is a fairer metric on which to value the discovery at 

Calandria South which would value Mariana Resources at 19 pence per share 

assuming an additional 20 million shares were issued at 13 pence per share (the 

latest placement). 

 

In valuing Mariana Resources, we are assuming that the Calandria South project 

is the only project that currently has material value. However we acknowledge 

that this could change if drilling in Chile results in a significant copper discovery. 

 
Chart 1: Calandria South’s position on the resource value curve 
relative to Patagonia Gold 

Value

Time

Production

Early stage 

exploration
Development Evaluation and feasibility Commissioning

Patagonia Gold's 
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Source: FinnCap 

 

We have plotted the Calandria South project on the resource value curve in Chart 

1 relative to Patagonia Goldôs more advanced Cap-Oeste project located 200 km 

to the west. While the exact positions of the respective projects are a matter for 
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conjecture, the point we wish to make is that that Mariana Resources is lower 

down on the value curve and, now that a discovery has been made at Calandria 

South, the company is a strong position to add significant potential value through 

drilling. 

 

An exceptional gold discovery 

Background 

The first signs of mineralisation at Dos Calandrias were from a geochemical 

survey carried out by the company earlier this year. The results identified two 

gold anomalies with a surface footprint of 850 metres by 150 metres at Calandria 

South and 550 metres by 100 metres at Calandria North.  

 

Figure 1: Drill collar locations 

 

Source: Mariana Resources 
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Subsequent grab samples and trenching at both locations, released to the market 

on 31 July, confirmed the results of the geochemistry and helped identify the drill 

targets shown in Figure 1. 

 

A 16 hole drill programme was then completed, using a diamond core rig, which 

led to the gold discovery at Calandria South. 

 

Results from all holes at Calandria South show wide intersections of gold silver 

mineralisation  

The initial reconnaissance drill programme consisted of 16 holes split equally 

between Calandria North and Calandria South. Apart from hole CSD11, the holes 

drilled at Calandria South, shown in Table 5, all returned wide intersections of 

near-surface gold silver mineralisation. 

 

Table 5: Drill results for Calandria South 

Hole From (m) To (m) Core length 
(m) 

Gold 
(g/t) 

Silver 
(g/t) 

CSD09 22.5 77.3 54.8 0.8 10 

Incl  67.3 75.3 8 1.9 13 

CSD10 38.9 99.9 61 0.2 4 

Incl  38.9 44.9 6 1.1 10 

CSD11 No significant results, hole remained in footwall 

CSD12 19.3 24.9 5.6 1.9 25 

And 45.5 89.5 44 0.6 6 

CSD13 7 109 102 1.2 17 

Incl  89 109 20 2.6 39 

CSD14 47 100.1 53.1 0.2 2 

CSD15 3.5 95 91.5 1.6 17 

Incl  49 70 21 4.5 17 

Incl  51 53 2 28.4 154 

CSD16 23 94 71 1.1 23 

Incl  61 90 29 1.8 35 
 

Source: Mariana Resources 

 

The 8 shallow holes drilled at Calandria North failed to return significant 

mineralisation but at least one deeper hole is warranted to test the vein system at 

depth. 

 

Mineralisation at Calandria South open in all directions 

The prospective rhyolite dome perimeter at Calandria South has been mapped 

over a length of 1,500 metres of which 400 metres has been drilled to date. 

Importantly, the surface gold and silver geochemical anomalies that led to the 

discovery have been found over the remaining untested strike length. We see this 

as an encouraging sign that further drilling will expand the mineralised footprint. 

The mineralization is associated with iron sulphides which could well be 

detectable at depth by an Induced Polarisation (IP) geophysical survey which is 

under consideration. 
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Mineralisation is new to the region 

The near-surface epithermal mineralisation at Calandria South is of low-

sulphidation type and occurs in a pervasively hydrothermally brecciated rhyolite 

dome. What is significant about this discovery is that this style of gold-rich 

mineralisation is not previously known in this region of Patagonia. We think that 

this new understanding is positive for all exploration and mining companies 

holding ground in this region and may result in new discoveries. However, 

Mariana Resources has an edge with its detailed knowledge of  the deposit and its 

extensive  exploration acreage in this region. 

 

Instead of the bonanza grades that characterise structurally controlled epithermal 

vein-type gold deposits located elsewhere in the Deseado Massif, the gold 

mineralisation at Calandria South is at a lower, more homogeneous grade and is 

disseminated, lacking identifiable veins. That the mineralisation starts practically 

at surface suggests to us that the system has bulk tonnage potential, involving 

large scale open pit mining equipment. 

 

Gold grades increasing with depth 

The downhole assay log of hole CSD16, in Figure 2 shows a higher grade 

intersection at the bottom half of the hole. This trend occurs across the three well- 

mineralised holes at Calandria South. But what is also significant is that the 

mineralisation appears to continue across the geological boundary, from the 

hydrothermally brecciated rhyolite into the volcaniclastic apron. 

 

Figure 2: Downhole log of  CSD16 

 

Source: Mariana Resources 

 

According to Dr Richard Sillitoe, the epithermal mineralisation specialist who 

accompanied management on a recent site visit, óDrilling results to date strongly 

indicate that the gold-silver mineralisation has a grossly annular, steeply inward 

dipping form controlled by the contact between the HBD and country rocks. 

There is a strong suggestion that the highest grade mineralisation terminates 
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upwards some 10m to 20m beneath the current surface, thereby raising the 

possibility of concealed mineralisation elsewhere around the HBD perimeterô. 

 

Barren landscape and good infrastructure will help project development 

We provided an in depth description of the Deseado Massif in our initiation note 

on 18 November 2008. But the photograph in Figure 3 serves as a useful 

reminder of the typical Deseado landscape, devoid of significant vegetation. 

 

Figure 3: Drill rig at Calandria South, looking South West 

 

Source: Mariana Resources 

 
Figure 4: Location map of Dos Calandrias in Santa Cruz province, 
Argentina 

 

Source: Mariana Resources 
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This lack of vegetation was caused by a layer of volcanic ash from the 1991 

volcanic eruption of Mount Hudson in Chile. This layer of ash destroyed all 

vegetation and the soil is now highly acidic. The province of Santa Cruz, the 

poorest in Argentina, now relies heavily on mining to provide jobs and income. 

 

As a result of this reliance on mining and the good infrastructure of the province, 

a number of mines have opened in the region as shown in Figure 4. An advanced 

project not shown in Figure 4 is AIM-listed Patagonia Goldôs Cap-Oeste gold 

silver project which has a total resource of 893,000 ounces of gold. 

 

Exploration to continue in the New Year 

Going forward, the company plans to carry out a major follow up exploration 

programme that will include additional geochemistry, geophysics, step out 

drilling, deeper testing of the known mineralisation and scout drilling of the 

remaining strike length. This programme is to start immediately with geophysics 

in January and more drill results by June at the latest. 

 

Hochschild remains supportive  

Under the binding agreement with Hochschild signed on 12 November 2008, 

Hochschild can, at Mariana Resourcesô discretion, subscribe for shares up to the 

value of US$1.5 million in two equal tranches. With the first tranche of 

US$750,000 drawn on 23 December 2008, Hochschild currently owns 9.5 per 

cent of Mariana Resources. 

 

Mariana Resources has until 12 November to decide whether to draw the second 

tranche. Whatever is decided, the company has to give Hochschild first right of 

offer should it farm the project out on a joint venture basis. The agreement is fully 

explained in our initiation note. 

 

Financials 

 

Table 6: Income statement 

£000s 2007A 2008A 2009E 2010E 

     

Revenue --  --  --  --  

Operating costs --  --  --  --  

Admin (8,293) (1,266) (9,787) (13,000) 

Share based payments (716) --  --  --  

Impairments (6,698) (6,073) (5,000) (5,000) 

Net operating expenses (1,571) (1,873) (1,479) (1,800) 

Operating loss (1,571) (1,873) (1,479) (1,800) 

Net interest 76  60  25  50  

Loss before tax (1,495) (1,813) (1,454) (1,750) 

Tax --  --  --  --  

Loss after tax (1,495) (1,813) (1,454) (1,750) 

Loss per share (pence) (4.1) (3.3) (1.2) (1.4) 
 

Source: FinnCap 
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Table 7: Balance sheet 

£000s 31-Dec-07 31-Dec-08 31-Dec-09 31-Dec-10 

Fixed assets     

Intangible assets 1,478 1,833 2,533 4,033 

Tangible assets 102 102 102 102 

 1,579 1,935 2,635 4,135 

Current assets     

Debtors 52 42 52 62 

Cash at bank and in hand 1,501 172 1,623 (1,622) 

 1,553 214 1,675 (1,560) 

Creditors     

Amounts due within one year (6) (126) (111) (96) 

 (6) (126) (111) (96) 

Net current assets 1,559 339 1,786 (1,464) 

Net assets 3,138 2,274 4,420 2,670 

Equity     

Share capital 5 5 12 12 

Share premium 4,936 5,896 9,489 9,489 

Other reserves 92 92 92 92 

Loss from income statement (1,906) (3,719) (5,173) (6,923) 

Total Equity 3,127 2,274 4,420 2,670 
 

Source: FinnCap 

 

Table 8: Cash flow 

£000s 2007A 2008A 2009E 2010E 

Operating cash outflow (1,418) (1,873) (1,479) (1,800) 

Non cash items     

Debtors (28)  (10) (10) (10) 

Creditors  (121) (120) 15  15  

Impairment  670  607  500  500  

Return on investments  76  60  25  50  

Capex and exploration investment (1,210) (963) (1,200) (2,000) 

Cash out flow before liquid 
resources & financing  

(2,031) (2,299) (2,149) (3,245) 

Management of liquid resources (475) --  --  --  

Financing 1,040  969  3,600  --  

Net decrease in cash in the year (1,465) (1,329) 1,451  (3,245) 

Cash at beginning of year 2,491  1,501  172  1,623  

Cash at end of year 1,501  172  1,623  (1,622) 
 

Source: FinnCap 
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