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All figures in C$, unless otherwise noted. 

Cascabel: Time for the M&A Spotlight 

Investment Thesis. SolGold Plc is a copper exploration company that owns an 85% stake in one 
of the most attractive mineral properties discovered in the last decade — Cascabel. The first 
target, Alpala, has produced historic drill results over the past three years. The company recently 
released a large maiden resource for Alpala (1.08Bt grading 0.68% CuEq) which was in-line with 
market expectations. SolGold plans to have 12 rigs turning in 2018, drill 120K metres and 
complete a PEA by the end of the year. With no shortage of exploration potential, we expect 
SolGold and Cascabel to continue to impress a market short of high-grade copper development 
stories. 

Event 

BHP announced the acquisition of 103.1M shares of SolGold from Guyana Goldfields 

(GUY-T, $6.85 TP, Buy), representing a 6.1% interest in the company. This is the 

second heavyweight mining company on SolGold’s register, as Newcrest Mining 

currently holds a 14.5% interest. 

Highlights 

 BHP Enters the Picture | BHP paid ~US$35M for a 6.1% interest in SolGold, 

valuing the 85% in the Cascabel project at ~US$575M (exploration assets 

exclusive of Cascabel ascribed minimal value). Those with long memories may 

recall that back in late 2016 BHP made an offer to acquire 10% of SolGold for 

US$30M. This was rejected and the company took a comparable US$33M deal 

offered by Newcrest and Maxit. There is little question that the Cascabel project is 

one of most valuable copper/gold projects available for the mining industry now 

that the Timok project in Serbia and Kamoa/Kakula project in the DRC are solidly 

in the hands of the Chinese.  

 Updated Resource Estimate by Year-end | In early January, SOLG reported a 

maiden resource at Alpala of 1.08Bt grading 0.68% copper equivalent (CuEq) 

(0.3% CuEq cut-off), which can be divided into a 430Mt indicated resource grading 

0.8% CuEq and 650Mt inferred grading 0.6% CuEq. Since then, 83,000m of 

drilling have been completed and an additional 17,000m is planned for this current 

campaign. It is expected that by the time full assays are available and the data is 

processed, an updated NI 43-101 will not be available before year-end. It will be 

worth the wait.  

 High Grade Core Is Key | Within the maiden resource, a higher-grade domain 

was defined totaling ~190Mt grading 1.5% CuEq. Infill drilling has significantly 

expanded this high-grade domain. In an update on August 20, SolGold stated the 

high-grade domain or “core" of the deposit to have an uninterrupted true 

dimension of up to 750m vertically, 700m long and 300m wide at a cut-off grade of 

1.5% CuEq. Obviously, key to the statement is “up to” as its expected average 

dimensions will be considerably less. However, a doubling of the original tonnage 

of the higher-grade domain is a real possibility. Drilling has extended 

mineralization outside of the original inferred and indicated resource estimate and 

is predicted to significantly increase the total resource tonnage by ~25–30%.  

Valuation & Conclusion 

We continue to believe SolGold will be able to complete its ambitious drill campaign 

and provide an updated NI 43-101 resource estimate by year-end and progress Alpala 

to PEA by early 2019. As the company has been quick to turn over assay results in the 

past, we expect that to continue. We maintain our $0.85 target, based a 1.0x NAV 

multiple, and Speculative Buy recommendation. 
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Rating: Speculative Buy 

unchanged 
 12-Month Target: $0.85  

unchanged 

   
Price 

   $0.47 
Ticker 

   
SOLG-T 

FYE 
   

30-Jun 

Potential ROR (incl. dividend) 
  

81% 

Shares O/S  
 

Basic (M) 
 

1,696.0 

  
FD (M)* 

 
1,740.2 

Market Cap (£M) 
 

Basic ($M) 797.1 

  
FD ($M)* 

 
817.9 

Net Debt ($M) 
   -152.6 

Enterprise Value FD ($M) 
  665.3 

NAV/sh (FD) 
   $0.84 

*based on in-the-money dilutive securities 
  

     Resource 
Estimate 

Tonnage 
(Mt) 

Cu (%)   
CuEq 
(%) 

Indicated 430 0.50  0.80 

Inferred 650 0.40  0.60 

Total Resource 1,080  0.44  0.68 

 

 

Source: FactSet, Company filings, Paradigm Capital Inc. 

Company description: SolGold Plc is a mineral exploration 
company that is focused on copper and gold mining with 
exploration tenements in Ecuador, Australia and the 
Solomon Islands. The company's flagship project is the 
Cascabel copper-gold porphyry located in northern 
Ecuador. The company is focused on its extensive drill 
program targeting nine high-priority targets at Cascabel to 
delineate the ore bodies and work toward a PEA for the 
Alpala target by the end of 2018. 
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Maiden Resource Estimate Continues to Grow   

Figure 1 is the maiden resource estimated that the company released in January of 2018. Since then 

an additional 83,000 meters of mostly in-fill and lateral drilling has been completed with another 17,000 

meters to be completed in due course. Considering the additional work, an updated 43-101 recourse 

estimate will be completed, expected by year end, and will form the basis of a PEA. While it is mainly 

guess work at this stage we fully expect the Alpala resource will increase to at least 1.4B tonnes at an 

average grade that should approach 0.75% Cueq, representing a deposit containing approximately 

25B lbs of Cueq. More important is the continuous nature of the higher grade domain which was an 

initial concern when the maiden resource was released. In Figure 2 it is strikingly obvious that the 

additional drilling has been very successful in not only expanding the overall global resources but, 

more importantly, the higher grade domain. This high grade domain, we feel, is critical to the 

economics of the project. We fully expect that when the next 43-101 is released the market will finally 

recognize Alpala for what it truly is – one of the world’s best undeveloped Au-Cu porphyry deposits.  

  

 

Figure 2: Alpala Global Resource Has Increased In Size Since the Maiden Resource 

 

Source: Company filings 

Figure 1: Maiden Resource Estimate Summary 

 

Source: Company filings 

Tonnage Grade Contained Metal

(Mt) Cu (%) Au (g/t) CuEq (%) Cu (Mt) Au (Moz) CuEq (Mt)

Indicated 70 1.10 1.30 1.80 0.7 2.8 1.2

Inferred 50 1.10 1.30 1.80 0.5 1.9 0.8

Indicated 50 0.70 0.50 1.00 0.3 0.9 0.5

Inferred 50 0.70 0.50 1.00 0.4 0.9 0.5

Indicated 310 0.40 0.20 0.50 1.2 2.3 1.6

Inferred 550 0.40 0.20 0.50 2.0 3.5 2.6

Indicated 430 0.50 0.40 0.80 2.3 6.0 3.4

Inferred 650 0.40 0.30 0.60 2.9 6.3 4.0

Total 1080 0.44 0.34 0.68 5.2 12.3 7.4

>1.1% CuEq

0.9-1.1% CuEq

0.3-0.9% CuEq

>0.3% CuEq

Cutoff Category
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Is It Copper or Is It Gold? 

In the maiden resource, released in January, the high-grade domain employed a 1.1% CuEq cut-off 

with grades of 1.1% copper and 1.3 g/t gold and a CuEq grade of 1.8%. Contained within this was 

~5Moz gold and 3Blb copper, 40% and 25%, respectively, of the global total of 12Moz and 11.5Blb. 

We expect a similar CuEq grade of the high-grade domain, but with the increased tonnage the newly 

defined high-grade domain could see contained gold approach 10Moz copper and 6Blb copper. To put 

this in perspective, if this domain was mined at a rate of 10Mt per year, annual production could be 

~375Koz gold and 100Kt copper. This potential production profile would be attractive to either a base 

metal producer or a gold producer, hence the intriguing situation where BHP has now joined Newcrest 

as major shareholders of SolGold. The industry trend now is toward joint development of large multi-

billion-dollar mining projects, and Cascabel is certainly large enough to accommodate this trend. 

 

 

  

Figure 3: Alpala High-Grade Domain Key to Future Development 

 

Source: Company filings 
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As a Takeover Target What’s The Value? 

Figure 4 details our NAV calculation for SolGold. This will be updated when the pending updated NI 

43-101 is release toward the end of this year. Our NAV of $0.84 is largely driven by the discounted 

cash flow model of Cascabel based on a 12% discount rate. Obviously, at the current stage of the 

project any potential acquirer would not be expected to pay the full NAV but a discount to that. We 

would expect something in the range of 70–75% would be in line with early-stage acquisitions in the 

mining space. This would imply a price of ~$0.60 or 30% upside from the current price. 

Figure 4: SolGold — NAV Summary 

        US$ millions C$ millions   C$/sh 

                

DEVELOPMENT PROJECT ASSETS         

Cascabel (85%) (12% DCR)   $1,154.0  $1,361.7    $0.56 

Total       $1,154.0  $1,361.7    $0.56 

                

OTHER ASSETS             

Working Capital     $75.0  $88.5    $0.04 

Equity to be issued     $400.0  $472.0    $0.19 

Exploration Assets     $100.0  $118.0    $0.05 

Other Investments     $13.1  $15.5    $0.01 

Total       $588.1  $694.0    $0.28 

                

TOTAL ASSETS     $1,742.1  $2,055.7    $0.84 

                

LIABILITIES             

Borrowings     $0.0  $0.0    $0.00 

Environmental     $0.0  $0.0    $0.00 

Total       $0.0  $0.0    $0.00 

                

TOTAL LIABILITIES     $0.0  $0.0    $0.00 

                

NET ASSET VALUE  
 

$1,742.1  $2,055.7    $0.84 

                

                

LT Exchange Rate             

   US$1.00 =    C$ 1.18     Shares outstanding 1,696.0 

    
 

    To be issued    700.0 

    
 

    Options/warrants   44.2 

              2,440.2 

 

Source: Company filings, Paradigm Capital Inc. 
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DISCLAIMER SECTION 

Company  Ticker  Disclosures 

 SolGold Plc   SOLG-T; SOLG-L  2,3 

Guyana Goldfields Inc.  GUY-T  3 

Note: Please refer to above table for applicable disclosure numbers. 

1. The analyst has an ownership position in the subject company. 

2. Paradigm Capital Inc. has assumed an underwriting liability for, and/or provided financial advice for consideration to the subject companies during the past 
12 months. 

3. Paradigm Capital Inc. expects to receive or intends to seek compensation for investment banking services from the subject companies in the next 3 months. 

4. Paradigm Capital Inc. has greater than a 1% ownership position in the subject company. 

5. The analyst has a family relationship with an Officer/Director of subject company. 

Paradigm’s disclosure policies and research distribution procedures can be found on our website at www.paradigmcap.com. Paradigm Capital Inc. research is 
available on Bloomberg, CapitalIQ, FactSet and Thomson Reuters or at www.paradigmcap.com.  Issued by Paradigm Capital Inc. 

Stock Coverage History 

Date Target Rating Estimates 

1/9/2018 $0.85 Spec Buy   

7/5/2017 £0.50 Spec Buy Initiating Coverage 

 

Research Rating System 

Paradigm Capital Inc. uses the following rating recommendation guidelines in its research: 

 

About Paradigm Capital Inc. 

Paradigm Capital Inc. (PCI) is a research-driven, independent, institutional equity investment dealer focused on sectors and companies that have attractive 
long-term secular growth prospects. PCI’s research is available on our website at www.paradigmcap.com. Please speak to your Sales or Trading 
Representative if you require access to the website.  

The analyst (and associate) certify that the views expressed in this report accurately reflect their personal views about the subject securities or issuers. No part 
of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations expressed in this research report. 

Analysts are compensated through a combined base salary and bonus payout system. The bonus payout is determined by revenues generated directly or 
indirectly from various departments including Investment Banking, based on a system that includes the following criteria: reports generated, timeliness, 
performance of recommendations, knowledge of industry, quality of research and investment guidance and client feedback. Analysts are not directly 
compensated for specific Investment Banking transactions. 

The opinions, estimates and projections contained herein are those of PCI as of the date hereof and are subject to change without notice. PCI makes every 
effort to ensure that the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate 
and complete. However, PCI makes no representation or warranty, express or implied, in respect thereof, and takes no responsibility for any errors and 
omissions that may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this research report or its 
contents. Information may be available to PCI, which is not reflected herein. This research report is not to be construed as an offer to sell or solicitation for or an 
offer to buy any securities. PCI, its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities 
mentioned herein as principal or agent. PCI may act as financial advisor and/or underwriter for certain of the corporations mentioned herein and may receive 
remuneration for same. PCI  is a member of The Toronto Stock Exchange, The TSX Venture Exchange and The Investment Industry Regulatory Organization of 
Canada (IIROC). 

Any products or services mentioned on this website are made available only in accordance with local law (including applicable securities laws) and only where 
they may be lawfully offered for sale. PCI  will not open accounts except in jurisdictions in which it is registered. 

To U.S. Residents: This report was prepared by PCI  which is not subject to U.S. rules with regard to the preparation of research reports and the independence 
of analysts. PCI U.S. , affiliate of PCI, accepts responsibility for the contents herein, subject to the terms as set out above. Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through PCI U.S.   

 

Number of Percentage

Recommendation Companies Breakdown

Buy 95 64% Buy – Expected returns of 20% or more over 12 months. 

Spec. Buy 36 24% Speculative Buy - Expected returns of 20% or more over the next 12 months on high-risk development 

or pre-revenue companies, such as junior mining and other early stage companies.

Hold 13 9% Hold - Expected returns of less than +/- 20% over the next 12 months.

Sell* 5 3% Sell - Expected returns of -20% or more over the next 12 months. 

Total 149

*Includes companies with a "Tender" recommendation
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