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UPFRONT 
 

 

Vatic Ventures Corp. (“Vatic” or the “Company”) is about to embark on an 

exciting phase of its brief history. It has recently significantly expanded its 

footprint by signing a strategic Option Agreement to buy Yamana Gold’s La 

Silla gold property in Mexico. 

 

This is an enormous coup for little Vatic Ventures. Yamana has done 

considerable work on the property, having drilled 99 holes and identified 31 

gold-bearing veins. The property’s drilled-inferred resource inventory is almost 

500,000 oz Au. 

 

We believe that Vatic could be sitting on a resource of at least 1.5 million oz Au 

because: (1) the property is less than 50% explored; (2) the unexplored areas 

exhibit gold mineralization that is similar to mineralization in explored areas; 

and (3) drilling at the explored veins has been insufficient.  

 

Still, the Company has its work cut out to prove up the resource, as it is required 

to spend $8 million on exploration over a four-year period following the closing 

of the Agreement in order to gain ownership of La Silla. If Vatic is successful in 

this endeavour, the shares should be in for a good ride. 

 

RECOMMENDATION 
 

We recommend the shares of Vatic Ventures Corp. as a Speculative Buy for 

risk-tolerant investors. Our Target Price is $0.48 per share. 
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THE COMPANY 
 
 

Vatic Ventures Corp. is engaged in the exploration of its La Silla and La Silla West gold-silver properties in 

Sinaloa, Mexico, and its BM gold-silver property in British Columbia, Canada. See the summary table below.  

 

Table 1: Property Summary 
 

Property Location Metal Size, hectares Ownership

La Silla Sinaloa, Mexico Au, Ag 14,261 Option to acquire 100%

La Silla West Sinaloa, Mexico Au, Ag 29,000 Option to acquire 100%

BM Property BC, Canada Au, Ag 7,126 Option to acquire 100%  
Source: Company 

 

Map 1: La Silla Property 
 

 
Source: Company 
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TARGET PRICE 
 

We believe that the potential of the newly-optioned La Silla property and its gold resource will fuel the 

Company’s future growth.  
 

According to the schedule of Vatic’s payments, by July 2013, 32% of La Silla’s resource should be attributed to 

the Company. This would amount to approximately 490,000 oz Au.  
 

Taking into account expected financings and share payments, we estimate Vatic’s shares outstanding by July 2013 

will be 29.5 million. Based on this number of shares and the current average MC/oz for junior gold explorers of 

$29 (see Valuation, pages 9-10), the Company’s Intrinsic Value is calculated to be $0.48 per share. 
 

We are using this Intrinsic Value as our Target Price, which we expect will be realized by July 2013 when Vatic: 

(a) fulfills the first two stages of payments for La Silla; and (b) completes the first exploration stage. 
 

If the junior mining stock market improves by that time, the MC/oz multiple for early-stage gold explorers should 

grow and may reach as high as $45/oz, which is 3% of our forecast long-term gold price ($1,500/oz). At this 

MC/oz Vatic’s Intrinsic Value would be $0.74 per share. 

 

INVESTMENT SUMMARY 
 

● La Silla Payment Schedule: We expect that the Option Agreement for the La Silla property between Vatic 

and Yamana Gold’s subsidiary, Minera Meridian Minerales (“Minera”, acquired in 2007),  will be finalized 

by July 2012. 
  
 (a) 70% interest: Over a four-year period, to earn a 70% interest in La Silla, Vatic will pay Minera $400,000 

in cash, issue 6.5 million shares, and invest $8 million in exploration. In the first year alone, the Company is 

required to spend a minimum of $500,000 in capex, pay Minera $200,000 in cash and issue 4.5 million shares 

(see tables 4 and 5 on pages 6 and 9). 
 

 (b) 100% interest: To earn the remaining 30% interest, Vatic must make a final payment, consisting of 

$750,000 in cash and 3 million shares. 

 

● Relationship with Yamana/Minera: In entering into this Agreement, Vatic will have an on-going 

relationship with Minera since Minera: (1) has the right to participate in any of Vatic's future fundings to 

maintain a maximum 15% ownership in Vatic; (2) retains a 2% NSR on commercial production; and (3) may, 

at its sole option, nominate one director to Vatic's Board of Directors.  

 

● The La Silla Resource: Minera actively explored La Silla in 2000-2004 and identified 31 gold-bearing 

veins. Of these, 14 veins were drilled (10,071m in 99 holes), and a drill-inferred mineral resource inventory 

was compiled, comprising 493,031 oz Au at 0.5 g/t Au cut-off. We believe the La Silla resource is much 

bigger than that because: (1) the 14 explored veins were drilled to less than 50% of their probable depth; and 

(2) the remaining 17 veins likely have similar gold mineralization as shown by the results of rock sampling. 

Our assumption, which we use in our valuation, is that the La Silla resource is 1.5 million oz Au. 

 

● Future Exploration at La Silla: In the first year after the closing of the Agreement, Vatic plans to drill 

about 2,000m on the previously explored veins. In 2013-2014, the drilling should intensify and cover 

undrilled veins. A NI 43-101 compliant resource estimate for the property is likely in 2014. 
 

● La Silla West Property Plans: La Silla West completely surrounds La Silla (see Map 3 on Page 7), and 

Vatic believes that the La Silla mineralization strikes into the La Silla West property. In 2012, La Silla West 

should obtain satellite imagery in an effort to confirm continuation of La Silla veins.  

 

● BM Property Plans: Exploration has been ongoing at the BM property since 2006. Vatic plans to carry out 

mapping and sampling of the property this year to delineate drill locations. The Company intends to apply for 

a drilling permit and start drilling in 2013. 
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COMPANY PROPERTIES 
 

1. La Silla Property  
 

Vatic’s Key Project. Vatic signed an Option Agreement with Yamana Gold’s subsidiary Minera Meridian 

Minerales for the La Silla gold-silver property in Sinaloa, Mexico in April 2012.  

 

COMMENT: According to the Agreement, over a four-year period, Vatic can purchase a 100% interest in the 

property by paying a total of $1.15 million in cash, issuing 9.5 million shares, and spending $8 million on 

exploration. These commitments underscore that La Silla will be Vatic’s main focus in the next several years. 

 

Exploration To Date. La Silla’s level of development is another reason for Vatic’s high interest in the property. 

In 2000-2002, Minera completed 1:2000 scale mapping of all known vein zones, with local 1:1000 to 1:200 scale 

detailed maps. In 2002-2004, 1,021 rock-chip and float samples were collected and Minera drilled 10,071m in 99 

holes at the property. Thirty-one veins on the property were identified and, of those, only 14 were drilled, with a 

primary focus on three veins (Quila, Guerra, Encima) of the La Silla Vein Zone (see Map 2).  

 

Map 2: La Silla’s Veins 
 

 
Source: Company 
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Project Resource. Based on its drilling, Minera compiled a drill-inferred mineral resource inventory (see Table 2 

below). At different cut-off grades, the inventory ranges from 252,572 oz Au to 493,031 oz Au.  

 

COMMENT: We believe that it is reasonable to use 0.5 g/t Au as a cut-off grade for resource estimation 
purposes at current gold prices. Thus, although non-NI 43-101 compliant, La Silla’s historic resource estimate is 

almost 500,000 oz.  
 

Moreover, there are good reasons to believe that the property’s resource is bigger:  

 
1) The 99 holes were drilled in epithermal veins to average depths of 100m; however, since most of them were 

angled, their true depth averages around 75m. At the same time, epithermal veins may go as deep as 600m 

exhibiting largely continuous grades. Within the planned 2012-2013 drilling at La Silla, Vatic plans to drill 
the explored 14 veins to a depth of about 100m to test areas between Minera’s holes - some of which were 

spaced too widely. Thereafter, in 2013-2014, the Company plans to drill those veins to bigger depths. Thus, 
there is a fair chance that the number of ounces in the already explored veins in 2014 could at least double to 

1Moz.  

 
2) There is likely similar gold mineralization in the unexplored 17 veins. The results of the rock sampling, which 

was carried out on the property by Yamana Gold prior to the drilling, support this hypothesis (see Table 3 
below). The 1,021 rock-chip and float samples were reportedly scattered across the property area. Of these, 

11% (110 samples), which also were taken throughout the property, brought grades of 10 g/t Au and higher, 

which we consider remarkable. We believe that the selection of just 14 veins for drilling out of the identified 
31 veins was made because of difficult accessibility (see the picture on the next page showing difficult terrain) 

along with geologic, structural, and geochemical factors. Thus, potentially, the 17 veins may host at least as 

much as, or even more than, the 14 explored veins, or more than 1Moz Au. 
 

At the same time, we cannot assume more than 2Moz Au as our estimate of the La Silla resource because: 
  

1) Minera’s resource estimate does not include consideration of possible mining and recovery methods or costs; 

in addition, many holes in 2002-2004 were spaced quite widely.  

2) Gold grades at lower depths in the 14 explored veins may be lower.  

3) It is too risky to assume that the gold mineralization in the 17 other veins is identical to the mineralization in 
the 14 veins, based on the rock-sampling results alone.  

 

Therefore, at this stage, we assume that the La Silla resource is 1.5Moz Au. 

 

Table 2. La Silla Property 2004 Drill-Inferred Mineral Resource Data (Polygonal Method) 
 

Vein Zone 

Tonnes g/t AuEq AuEq Ounces Tonnes g/t AuEq AuEq Ounces Tonnes g/t AuEq AuEq Ounces

La Silla 471,789  8.65 131,156          2,201,891   3.52 249,096          6,670,936   1.54 330,769           

San Antonio/El Oro 99,875    8.23 26,416            228,500      4.54 33,392            414,250      1.91 25,479             

Sinaloa-El Roble 169,806  10.47 57,183            271,917      7.48 65,393            811,795      3.68 96,166             

Camichina Sub-Didstrict 7,500      13.10 3,159              7,500          13.10 3,159              7,500          13.10 3,159               

Cihuelos Sub-Didstrict 131,477  8.20 34,658            206,097      5.65 37,458            206,097      5.65 37,458             

Total 880,447  8.92 252,572          2,915,905   4.14 388,498          8,110,578   1.89 493,031           

Minimum 1.5 m @ 4.0 g/t AuEq Minimum 1.5 m @ 1.5 g/t AuEq Minimum 1.5 m @ 0.5 g/t AuEq

 
Source: Company 

 

Table 3.  Statistical Analysis of Rock Samples Taken from La Silla 
 

Sample Count AuEq (g/t) AuEq (g/t) AuEq (g/t) AuEq (g/t) AuEq (g/t) AuEq (g/t)

Type >0.5 >1.0 >3.0 >10 >20 >40

Outcrop 812 440 345 189 57 12 3

Float/Dump 206 133 123 89 53 19 6  
Source: Company  
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Picture 1. La Silla Property 
 

 
Source: Company 

 

Exploration Program. Over a four-year period following the closing of the Option Agreement (which we expect 

in July 2012), Vatic must spend at least $8 million on La Silla exploration (see the capex schedule below).  

 

In the first year, the Company is required to spend a minimum of $500,000 on drilling of about 2,000m. This 

drilling should test the areas between Yamana Gold’s most successful holes, which were often spaced widely, to 

determine whether there are more ounces. In the first year, Vatic plans to drill holes to an average depth of 100m. 

 

COMMENT: Most likely, Vatic will stick to the agreed capex schedule, which envisages that the lowest amount 
will be spent in the first year. It may be challenging for the Company to raise funds for a significantly bigger 

exploration campaign in 2012/early 2013, since equity markets for junior miners are difficult, as well as the 

Company’s lack of a NI 43-101 resource estimate. If the first-year exploration is successful, fund-raising should 
become easier. Vatic thus anticipates a much bigger drilling campaign in 2013-2014, when it plans to drill deeper 

holes on explored veins and test-drill unexplored veins. We expect that Vatic will obtain an initial NI 43-101 
resource estimate for La Silla in 2014. Due to the sheer size of the property, which hosts 31 identified veins with a 

cumulative strike length of 13.2 km, we expect that Vatic will be able to unlock the full potential of La Silla only by 

2016 at the earliest. 

 

Table 4: Capex Schedule for La Silla 
 

capex, $

July 2013 500,000

July 2014 1,500,000

July 2015 2,500,000

Jul 1 2016 3,500,000

Total 8,000,000  
Source: Company 
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2. La Silla West Property 
 
Unlike La Silla, La Silla West does not have any historical resource estimates. There is no information about the 

time or the volume of the historical production at the abandoned underground gold mine located on the property 

and known as the Ebano vein. At the same time, the vein is reputed to have historical grades of up to 30 g/t Au 

and 1,800 g/t Ag.  

 

COMMENT: Despite the lack of information on the property, Vatic has wide-ranging plans for La Silla West. We 

believe that the property is likely to host gold, since the Ebano vein fits into the model of an epithermal vein of the 
kind that bears gold at La Silla. It is possible that La Silla West hosts the continuation of La Silla’s 

mineralization. One of La Silla’s previous owners, CANMEX Minerals, in the 1990s, established an extensive soil 
grid to the southwest of La Silla and possibly partially on portions of La Silla West. This grid is located in the 

same area within La Silla West as the Ebano vein (on the map below, La Silla has the yellow boundary, La Silla 

West has the red boundary and the Ebano vein is the yellow structure in La Silla West’s south-west corner). In 
2012, Vatic plans to carry out satellite imagery of La Silla West to identify a possible continuation of structures 

between the two properties. 

 

Map 3: La Silla and La Silla West Properties 

 
Source: Company 

 

 

3. BM Property 
 

2010 Technical Report Identified the Exploration Program. The May 2010 NI 43-101 compliant Technical 

Report on the BM property (Princeton area, British Columbia) suggested further exploration of the property to 

follow up on the results from the 2006 Almaden Minerals exploration. Almaden Minerals spent more than 

$140,000 on the property and identified its northeast and middle parts as being prospective for gold.  

 

Mapping and Sampling Identified an Anomaly in 2011. In the summer of 2011, Vatic took 11 stream 

sediment samples, 31 rock samples, and 517 soil samples in the northeast and middle parts of the property. The 

results of the samples had multiple anomalous gold assays, which encouraged the Company to continue 

exploration. Successively, the Company carried out sampling over a 2,600 metre-x-2,700 metre grid in the same 

parts of the property. The sampling located a linear 900-metre-long by 25- to 50-metre-wide multi-element 

anomaly highlighted by gold and silver, along with pathfinder elements antimony and selenium. 
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Further Exploration in 2012. In 2012, Vatic plans to continue the mapping and sampling program to delineate 

drill locations on the property. In the winter of 2012-2013, the Company plans to get a drill permit to drill the 

property in 2013. 

  

COMMENT: The Company is optimistic about the BM property, based on the previous and its own exploration 
results, as well as the exploration results from neighbouring projects. In particular, Westhaven Ventures on its 
Shovelnose property, which is located directly at BM’s north-east corner (see the map below), encountered gold 

mineralization in all seven holes during its initial 600m drilling program. Westhaven believes that the results 

indicate a significant alteration zone that might point to the presence of a large gold-bearing system. At the same 
time, Vatic does not intend the BM property to be its centre of attention but, instead, plans to focus on the La Silla 

group of properties in 2012-2013. 

 

Map 4: BM Property Area 
 

 
Source: Company 
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VALUATION 

 

Resource Base for the MC/Resource Valuation. Vatic’s market capitalization is currently just $1.1 million. 

This shows that investors do not attribute much value to the Company’s La Silla West and BM properties, due to 

their early-stage nature. We thus base our Target Price for Vatic on the resource valuation methodology because 

of the key importance of the La Silla resource to the Company’s future.  

 

Vatic is required to make payments for the property in several installments (see Table 5 below):  

 

Table 5: Schedule of Payments for La Silla 

 
Source: Company 

 

Although Vatic will only own 70% of La Silla at the end of the fourth year following the closing of the 

Agreement, as a proxy for ownership, we consider it appropriate to attribute part of the property’s resource to 

Vatic, at any point in time, according to the proportionate share of the total payment that the Company has paid to 

Minera at that time.  

 

In July 2012, Vatic will pay Minera $100,000 and 3 million Vatic shares. According to the Agreement, this 

represents 8.7% of the total cash obligations and 32% of the share obligations..  

 

COMMENT: The average of the paid portions of the cash and share obligations, as of July 2012, comes to 20% 

(the average of 8.7% and 32%), and represents 300,000 ounces (20% of 1.5Moz Au). 

 
By July 2013, which is our Target Price horizon, Vatic should have paid Minera $200,000 in cash (17% of the 

total cash payment) and 4.5 million Vatic’s shares (47% of the total share payment). The average of 17% and 47% 

is 32%. 

 

COMMENT: Thus, we attribute 32% of the total La Silla resource (1.5 million oz Au), or 490,000 oz, to Vatic as 

of July 2013. 

 

Peer Comparison. Currently, the junior gold explorers that we have used as Vatic’s peers trade at an average of 

$29/oz (see Table 6, next page). However, the peers are divided into two distinctive groups: one that trades around 

or higher, and the other significantly lower than this average.  

 

shares $ 
Deal closing: July 2012 3,000,000 100,000 
July 2013 1,500,000 100,000 
July 2014 1,000,000 100,000 
July 2015 1,000,000 100,000 
Total for 70% 6,500,000 400,000 
For remaining 30% 3,000,000 750,000 
Total 9,500,000 1,150,000 

Payment 
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Table 6: Market Capitalization to Resources Peer Comparison 

Company

Stock 

Price

Shares O/S 

(M)

Market Cap 

(M)

Au Equiv (M 

oz) MC / Au Eq

Vatic Ventures $0.10 29.5 $2.8 0.49 $5.8

Kimber Resources $1.54 77.2               $118.5 1.19 $99.7

NSGold Corporation $0.57 38.5               $21.7 0.40 $54.3

Lexam VG Gold $0.28 225.6             $62.0 1.28 $48.7

Explor Resources $0.17 148.9             $24.6 0.83 $29.6

Esperanza Resources Corp. $1.74 57.5               $100.1 3.55 $28.2

Laurion Mineral Exploration $0.05 89.2               $4.5 0.31 $14.3

Moneta Porcupine Mines $0.22 167.8             $36.9 3.14 $11.8

Gowest Gold $0.11 123.6             $13.6 1.19 $11.5

Temex Resources $0.13 122.3             $15.9 1.91 $8.3

Lincoln Mining $0.05 97.4               $4.9 0.59 $8.3

Seafield Resources $0.14 168.9             $23.6 3.08 $7.7

Peer Average $29.3

Peer Average (low-end) $10.3
 

Source: Company and eResearch 

 

Table 7: Scenarios for MC/R Ratio 
MC / Au Eq Au Eq (M oz) Potential MC ($M)  Shares O/S (M) Price/Share

$5.8 0.49            $2.8 29.5 $0.10

$29.3 0.49            $14.2 29.5 $0.48

$45.0 0.49            $21.9 29.5 $0.74  
Source: Company and eResearch 

 
 

COMMENT: We expect that Vatic will trade closer to the lower-end peers in terms of MC/oz in July 2012 due to 
the very early stage of its business, since the Company will not have started exploring La Silla by that time. Given 
the low-end peer multiple of $10.31/oz, Vatic’s number of shares of 19 million (including 3 million issued as a 

first installment to Minera), and 300,000 oz, which can be attributed to Vatic at that point, the stock’s Intrinsic 
Value in July 2012 would be $0.16. 

 

In July 2013, with the expected benefit of La Silla’s 2012-2013 drilling results and likely improvement in market 
valuations, the stock could trade at least at the current peer average of $29/oz. This yields Vatic’s Intrinsic Value 

of $0.48 per share (with the number of shares in a year’s time at 29.5 million). We are choosing this value as the 

stock’s Target Price, which may materialize after the second stage of Vatic’s payment for La Silla (around July 

2013).  

  

Further Growth Potential 
 

 On an historical basis, $29/oz is a low multiple even for such early-stage gold explorers as Vatic. We believe 

that if the junior stock market improves, $45/oz, or 3% of our long-term price forecast for gold ($1,500/oz), 

could be a fair level for Vatic. If this holds true in July 2013, Vatic’s fair value per share will be $0.74/share 

(see the sensitivity table above).   

 

 As Vatic progresses in making payments to Minera and proving up the La Silla resource, the increasing share 

of the property’s resource will be attributed to the Company, thus raising its value. The stock’s Intrinsic Value 

in the future will also depend on the number of shares o/s, i.e. the Company’s terms and methods of financing. 
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RISKS AND RATING  
 

We rate the stock as a Speculative Buy. The Company’s risks stem from: 
  
 Junior Mining Exploration Companies: There is an inherent risk associated with the early-stage exploration 

business. In Vatic’s case, it is exacerbated by the lack of NI 43-101 resource estimates for any of its projects. 
 

 Gold Market: Vatic’s future cash flows depend on the trends in gold prices. Currently, our long-term gold 

price forecast is $1,500/oz. If the price is significantly lower than this level over a substantial period of time, 

this may affect the Company’s plans to explore and develop its properties. 

 

FINANCIAL REVIEW AND OUTLOOK 

 

Financial Year End: February 28. 

 

Cash Burn Rate: Vatic’s monthly cash burn rate (i.e., non-discretionary operating expenses) grew from around 

$3,670 in 2010 to $19,800 in November 2010 - November 2011. We expect that, in FY2013, this amount will rise 

to just over $20,800 (see the financial statements on the next page). 

 

Capital Expenditures for Exploration: According to the Option Agreement, Vatic is expected to spend at least 

$500,000 on La Silla’s exploration by July 2013 (see Table 4 on Page 6). We also expect that the Company will 

spend $100,000 on the exploration of the BM property and the La Silla West property by that time. 

 

Cash and Financing: We estimate Vatic’s current cash position at around $450,000. According to the 

Agreement, Vatic should pay Minera $200,000 in cash and 4.5 million shares by about July 2013. We estimate 

that, given these payments and Vatic’s capital and operating burn, the Company will have to raise around $1.35 

million (9,000,000 shares at an average of $0.15 a share) in FY2013 (ending February 28, 2013).  

 

Options and Warrants: By the end of FY2013, around $550,000 may come from the exercise of 

options/warrants (see the italicized entries in the options/warrants table below).  

 

Table 8:  Warrants and Options as at November 30, 2011 

Options

Exercise Expiry Potential

Number Price Date Comment Equity

100,000 $0.07 9-Aug-12 In-the-Money $7,000

200,000 $0.13 9-Aug-13 Out-of-the-Money $26,000

300,000 $33,000

Warrants

Exercise Expiry Potential

Number Price Date Comment Equity

505,000 $0.01 January 19, 2013 In-the-Money $5,050

6,000,000 $0.09 January 19, 2013 In-the-Money $540,000

6,505,000 $545,050

Current Price: $0.095

6,605,000 $552,050

Source: Company, e Research estimates  
 

Number of Shares: We assume that Vatic will carry out its financings at around $0.15 per share, on average. In 
total, Vatic should add up to 13.5 million shares by the end of FY2013, which should bring the basic number of 

shares at the end of FY2013 to 29.5 million. Looking ahead, annual share payments to Minera mean Vatic will 

have to make substantial public share issues each year if Minera is to maintain a maximum 15% shareholding in 

Vatic (p.3). Alternatively, the Agreement could be amended to allow Minera to increase its maximum % holding. 
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Table 9: Selected Financial Information 
(C$) Year End Year End 12 months Year End Year End

Statement of Income (Loss) Feb 28 2010 Feb 28 2011 Nov. 30 2011 Feb 29 2012E Feb 28 2013E

Revenues -                      -                    -                       -                        -                         

Office and general (17,233)               (26,864)             (69,869) (71,616)                 (73,764)                  

Consulting and professional fees (23,596)               (77,025)             (155,967) (159,866)               (164,662)                

Amortization -                      (459)                  (1,467) (1,504)                   (1,474)                    

Stock based compensation -                      (8,994)               (46,832) (48,003)                 (48,963)                  

Property evaluation -                      (2,000) (35,818) (36,713)                 (37,815)                  

Transfer agent and filing fees (15,020) (18,808) (21,582) (22,122)                 (22,564)                  

Travel and business development -                      (3,200) (136,580) (139,995)               (142,794)                

Interest (expense)/income 40 (8) (15) -                        

Net Income/(Loss) (55,809)              (137,358)         (331,535)            (479,818)             (492,036)              

Total S/O 5,000,000 12,237,000 14,737,000 16,037,000 29,537,000

Weighted Average S/O 2,000,000 4,453,258 14,377,803 14,577,803 22,787,000

Earnings (Loss) Per Share ($0.03) ($0.03) ($0.02) ($0.03) ($0.02)

Cash Flow Statement

Net Income (Loss) (55,809)               (137,358)           (468,130)              (479,818)               (492,036)                

All Non-Cash Items -                      9,453                48,306                  49,506                  50,436                   

Cash Flow from Operations (55,809)               (127,905)           (419,824)              (430,311)               (441,600)                

Capital Expenditures (Properties) -                      (46,007)             (245,181)              (214,174)               (600,000)                

Other Investing Items (7,000)                 (4,586)               7,702                    12,390                  (50,000)                  

Free Cash Flow (62,809)               (178,498)           (657,303)              (632,095)               (1,091,600)             

Working Capital Changes 6,562                   15,806              (26,440)                (26,704)                 (27,105)                  

Cash Flow before Financing (56,247)               (162,692)           (683,743)              (658,800)               (1,118,705)             

Equity Financing -                      751,123            1,156,523             405,400                1,350,000              

Debt Financing -                      -                    -                       -                        -                         

Change in Cash (56,247)              588,431          472,780              (253,400)             231,295               

Cash, Beginning of the Period 218,929               162,682            77,231                  751,113                497,713                 

Cash, End of the Period 162,682               751,113            550,011                497,713                729,009                 

Balance Sheet As At: Feb. 28 Feb. 28 Nov. 30 Feb. 29 Feb. 28

(C$) 2010 2011 2011 2012E 2013E

Cash and Marketable Securities 162,682               751,114            550,011                497,713                729,009                 

Other Current Assets 7,792                   15,085              41,037                  29,136                  29,719                   

Mineral Properties -                      119,707            339,090                333,881                933,881                 

Equipment -                      4,127                6,675                    5,171                    53,698                   

Total Assets 170,474             890,033          936,813              865,902              1,746,306            

Current Liabilities 19,403                 42,503              41,528                  92,790                  115,230                 

Long-Term Debt -                      -                    -                       -                        -                         

Shareholders' Equity 151,071               847,530            895,285                773,112                1,631,076              

Total Liabilities & Equity 170,474             890,033          936,813              865,902              1,746,306            

Book Value (S.E.) Per Share $0.08 $0.19 $0.06 $0.05 $0.07
 

Source: Company, eResearch estimates 
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MANAGEMENT 

 

Nasim Tyab, B.A: President and Director  

Nasim Tyab has 15 years’ experience in the Canadian capital markets. Mr. Tyab is currently the President of 

Oracle Energy, and Chair and CEO of Firebrand Resources, a private exploration company. Previously, he was 

co-founder and Director of Mohave Exploration & Production Inc., an oil & gas company which amalgamated 

with Porto Energy Corp. Mr. Tyab served on its Board from 2006 to 2010. 

 

Tom Wilson, B. Comm, CA: CFO  

Tom Wilson has over 30 years of corporate experience in the areas of financial management for major public and 

private companies, with an emphasis on financial reporting, including budgeting and forecasting, 

corporate governance, and government and securities compliance. 

 

T. Barry Coughlan, B.A: Director  

Barry Coughlan is a self-employed businessman and financier with over 25 years of experience in the financing of 

publicly-traded companies. He has been involved in the financing of over 25 private companies and their 

subsequent listings on North American stock exchanges. Mr. Coughlan has been employed as a stockbroker in 

New York City, Toronto, and Vancouver. Mr. Coughlan’s principal occupation is President and Director of TBC 

Ventures Ltd., a private investment company. He is also an Officer and/or Director of the following companies: 

Farallon Mining, Great Basin Gold, Taseko Mines, Creso Exploration, Amarc Resources, and Quadro Resources. 

 

Matthew Mikulic: Director  

Matthew Mikulic has been a Director of Lucky Strike Resources Ltd. since December 2009. Mr. Mikulic is 

Director of Operations of the family vineyard in Croatia and is currently finishing his Bachelor of Science degree 

at the department of Viticulture and Enology at California State University in Fresno, California. 

  

CORPORATE INFORMATION 
 

Vatic Ventures Corp. 

318 - 1008 Homer St 

Vancouver, BC V6B 2X1 

Tel: 1-(604)-566-9399 

Fax: 1-(604)-568-8500 

 

Email: info@vaticventures.com 

 
 

 

mailto:info@vaticventures.com?Body=%5B%20From%20the%20Vatic%20Ventures%20Corp%2E%20website%20at%20http%3A%2F%2Fwww%2Evaticventures%2Ecom%2Fs%2FContact%2Easp%20on%20Mon%20Apr%2030%2C%202012%20at%209%3A25%3A18%20AM%20%5D%0D%0A%0D%0A
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LA SILLA PROPERTY  
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ANALYST CERTIFICATION 
 

The Research Analysts who were involved in the preparation of this Research Report hereby certify that: 

(1) the views and opinions expressed herein accurately reflect the Research Analysts’ personal views concerning 

any and all securities and issuers that are either discussed or are the subject matter of this Research Report; 

and 

(2) The compensation received for the preparation of this report was not related, in any way, to the Research 

Analysts’ views and opinions expressed herein. 

 

eResearch Analysts on this Report:  
 

Yuri Belinsky, B.A., M.A: Yuri Belinsky has extensive experience in equity research, with emphasis on mining 

and oil & gas companies. He had a successful track record in the capital markets in Ukraine, progressing from an 

analyst to the head of research for a team of 12 analysts. He also has experience as a portfolio manager. Mr. 

Belinsky has a B.A. in Economics and two MA degrees, in Public Administration and in Social Research and 

Evaluation.  

 

Bob Weir, B.Sc., B. Comm., CFA: Bob Weir has 45 years of investment research and analytical experience in 

both the equity and fixed-income sectors, and in the commercial real estate industry. He joined eResearch in 2004 

and has been its President, CEO, and Director of Research since May 2005. Prior to joining eResearch, Mr. Weir 

was at Dominion Bond Rating Service (DBRS), latterly as Executive Vice-President responsible for supervising 

the firm’s 34 analysts and conducting the day-to-day management affairs of the company.  

 
Analyst Affirmation: I, Yuri Belinsky, and I, Bob Weir, hereby state that, at the time of issuance of this research 

report, I do not own, directly or indirectly, any shares of Vatic Ventures Corp. 

 

eRESEARCH ANALYST GROUP 
 

Director of Research: Bob Weir, CFA 

 

Financial Services 
Robin Cornwell 

 

Life Sciences 
Scott Davidson 

Christopher Neuman 

 

Manufacturing and 

Industrial Products 

Energy 
Yuri Belinsky 

Eugene Bukoveczky 

 

Special Situations 

Bill Campbell 

Victor Sula 

 

 

Mining & Metals 
Yuri Belinsky 

Eugene Bukoveczky 

Stephen Mussart 

 

Mining Advisors 
George Cargill 

Graham Wilson 

 

Bill Campbell 

 

 

eResearch Disclaimer: In keeping with the policies of eResearch concerning its strict independence, all of the 
opinions expressed in this report, including the selection of the 12-month Target Price and the Recommendation 

(Buy-Hold-Sell) for the Company’s shares, are strictly those of eResearch, and are free from any influence or 

interference from any person or persons at the Company. In the preparation of a research report, it is the policy 
of eResearch to send a draft copy of the report, without divulging the Target Price or Recommendation or any 

reference to either in the text of the report, to the Company and to any third party that paid for the report to be 
written. Comments from Company management are restricted to correcting factual errors, and ensuring that 

there are no misrepresentations or confidential, non-public information contained in the report. eResearch, in its 

sole discretion, judges whether to include in its final report any of the suggestions made on its draft report. 
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eResearch Recommendation System 
 

Strong Buy:  Expected total return within the next 12 months is at least 40%. 

Buy:  Expected total return within the next 12 months is between 10% and 40%. 

Speculative Buy:  Expected total return within the next 12 months is substantial, but Risk is High (see below). 

Hold: Expected total return within the next 12 months is between 0% and 10%. 

Sell:  Expected total return within the next 12 months is negative. 

 

 

eResearch Risk Rating System 
 

A company may have some, but not necessarily all, of the following characteristics of a specific risk rating to qualify for that rating: 

 

High Risk:  Financial - Little or no revenue and earnings, limited financial history, weak balance sheet, negative free cash 

flows, poor working capital solvency, no dividends.  

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 

 structure, industry consolidating, business model/technology unproven or out-of-date. 

 

Medium Risk:  Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive 

free cash flow, adequate working capital solvency, may or may not pay a dividend. 

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well 

established and consistent with current state of industry. 

 

Low Risk:  Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong 

positive free cash flows, above average working capital solvency, company may pay (and stock may yield) 

substantial dividends or company may actively buy back stock. 

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, 

company may have a leading market/technology position. 

 

 

eResearch Disclosure Statement 
 

eResearch is engaged solely in the provision of equity research to the investment community. eResearch provides published 

research and analysis to its Subscribers on its website (www.eresearch.ca), and to the general investing public through its extensive 

electronic distribution network and through newswire agencies. With regards to distribution of its research material, eResearch 

makes all reasonable efforts to provide its publications, via e-mail, simultaneously to all of its Subscribers. 

 

eResearch does not manage money or trade with the general public, provides full disclosure of all fee arrangements, and adheres to 

the strict application of its Best Practices Guidelines. 

 

eResearch accepts fees from the companies it researches (the “Covered Companies”), and from financial institutions or other third 

parties. The purpose of this policy is to defray the cost of researching small and medium capitalization stocks which otherwise 

receive little or no research coverage.  

 

Vatic Ventures Corp. paid eResearch $18,000 + HST to have it conduct research on the Company on an Annual Continual Basis.  

 

To ensure complete independence and editorial control over its research, eResearch follows certain business practices and 

compliance procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of research. 

Management of the Covered Companies are sent copies, in draft form without a Recommendation or a Target Price, of the Initiating 

Report and the Update Report prior to publication to ensure our facts are correct, that we have not misrepresented anything, and 

have not included any non-public, confidential information. At no time is management entitled to comment on issues of judgment, 

including Analyst opinions, viewpoints, or recommendations. All research reports must be approved, prior to publication, by 

eResearch’s Director of Research, who is a Chartered Financial Analyst (CFA). 

 

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA 

Institute Code of Ethics and Standards of Professional Conduct. eResearch Analysts are compensated on a per-report, per-company 

basis and not on the basis of his/her recommendations. Analysts are not allowed to accept any fees or other consideration from the 

companies they cover for eResearch. Analysts are allowed to trade in the shares, warrants, convertible securities or options of 

companies they cover for eResearch only under strict, specified conditions, which are no less onerous than the guidelines postulated 

by IIROC. Similarly, eResearch, its officers and directors, are allowed to trade in shares, warrants, convertible securities or options 

of any of the Covered Companies under identical restrictions. 

http://www.eresearch.ca/

