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Since Arlington Group initiated coverage in March 2019, Gold
Resource Corp continue to make significant progress. The most
symbolic, being production of the first doré bar of gold from
their Isabella Pearl (IP) project in Nevada. Undoubtedly a
tremendous achievement, having broken ground on the project
just ten months previously.

The announcement of first gold followed a news release in late
March, reporting the commencement of gold leaching activities
and ‘the potential for a rapid gold recovery of over 54% in just
twenty-seven (27) days.’ based on third-party metallurgical test
work. The fast leach kinetics of Isabella Pearl have always been
a key feature of the project and first production so swiftly after
starting cyanide circulation, bodes well for early cash flow and
the upcoming declaration of commercial production.
At the beginning of May, the Company announced Q1 earnings
and reiterated FY production. Understandably, in our opinion,
cash flow from operations for the quarter showed an increase in
working capital requirements as operational activity started to
increase at Isabella Pearl. However, the share price has in the
short-term underperformed. We see Gold Resource Corp
offering considerable value as the construction of Isabella
Pearl reaches the end of the capital investment cycle and the
Company transforms into a multi-jurisdictional gold producer
with two mining centres in the Americas.
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The exploration
potential at Isabella
Pearl.

The news releases dated 26th March 2019, and 5th June 2019, both
focusing on expansion potential at Isabella Pearl have caught our
attention. Starting with the 26th March 2019 news release, it states;
“Much of the early mine bench material in Civit Cat was estimated to be
waste in the IP mine plan; However, a significant amount of material
to date has shown economic mineralisation and has been delivered
to the heap leach pad for future gold extraction.”
A cross-section from the technical report (shown below) shows the Civit
Cat ore body and helps with an understanding of the above statement.

The news release goes on to say;
Better access to test Civit
Cat North.

“Topographic constraints around Civit Cat North have limited its historic
exploration drilling. With the upper portions of the pit shell now
removed from mining, there is better access to test the Civit Cat North
target. If future drill programs define sufficient mineralisation at
Civit Cat North, a pit lay-back to the north would be analysed to
potentially expand the IP open pit.”
The following diagram (next page) from the Isabella Pearl technical
report (looking north), shows the Civit Cat deposit in red and the
location, we assume, of the Civit Cat North target mentioned.
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The Company is also targeting nearby gold discoveries and mentions a
target called Scarlet that “begins approximately 100 meters north west
of the current planned pit boundary”
Historical drill data at
the Scarlet target.

Third party historic drill data for Scarlet;
TS-32:
32m of 1.1g/t Au (from 33.5m down hole),
including 1.5m of 5.5 g/t Au.
TS-37:

70m of 1.0 g/t Au (from 128m down hole)

TS-39:

20m of 0.7 g/t Au (from 157m down hole)

Significant surface samples around the target have been collected and the
company believes “there is a high probability the surface samples we
have collected at Scarlet connect to the deeper drilled
mineralisation.”
Does the high-grade
Pearl target connect
with the Scarlet
target?

Additionally, “At least three north west regional faults extend
through the IP deposit, with geologic models suggesting
mineralisation hosted in both the Isabella and Pearl structures may
extend north west through the Scarlet target area.”
The exciting feature of the Scarlet target is that it sits deeper in the valley
at the base of the mountains. (The elevation can be understood from
Figure 14.5 above.) And the elevation of Isabella Pearl’s high-grade core
appears to correspond with the surface elevation at Scarlet. The Company
states;
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If proved up, the
Scarlet target
would have
significant
operational
advantages.

Numerous exploration
targets on the Nevada
claims.

“Because of this proximity to surface the overburden / waste rock
at Scarlet could be much less.”
The news release goes on to describe an additional drill target called Civit
Cat North West (NW) approximately 4km along the structural corridor
which can be seen in the following map (March 26, 2019 release).

The following slide shows the Company’s Nevada claims along a 9.65km
trend. The Scarlet target (circled in red) can be seen on the map, as well
as 15 other targets, along the structural corridor.
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On the structural geology, the technical report says the following;
“Several regional and deep penetrating fault zones trend northwest
through the area of interest including the Soda Springs fault. An example
of the general density and trend of faulting is illustrated in Figure 7.3,
which covers the area in the vicinity of the Isabella deposit. Many more
faults are present than shown, but at all practical surface map
scales individual faults and related fractures and joints are so
numerous, and commonly obscured by alteration, that only the
principal ones have been mapped. The importance of faults and
fault zones for ore localization, particularly at intersections of and
at bends along them cannot be over-emphasized.”
News Release – 5th June 2019
Turning our attention to the news release dated, 5th June 2019;
The Company announced Reverse-Circulation (RC) drill intercepts
“within and near to the current pit boundary”. Areas which had not
previously been defined by drilling. (See map below from the news
release)

Drill hole IPRC – 064 is particularly exciting. From surface, it drilled
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22.9m of 1.03 g/t gold and was a step-out drill hole, approximately
50 metres from the current pit boundary.
The other drill holes, both within the pit boundary and outside, appear to
show relatively consistent additional material that is highly likely to make
it to the heap leach and will, in our opinion, add incremental benefits to
the economics of the operation.
This news release, provides strong evidence of the upside potential of the
project.
Financial Projections:
Completion of the
ADR plant will finish
the construction
phase.

The following tables show the operating cash flow expected from Isabella
Pearl, based on the technical report (December 31, 2017). The first table
shows operating cash flow in each period of production. Since gold
production has commenced mid-way through the year, we have also
calculated the operating cash flow by accounting period. Note: The
Company has guided to gold production at site by June 2019 with the
completion and commissioning of the ADR process plant.
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Conclusion:
Gold Resource Corp have made significant progress with the start of gold production at Isabella
Pearl, with construction of the mine nearing completion. The ADR plant is the last major
component to complete. The Company’s second major mining unit has been constructed using
cash-flow and equity, leaving the company with near-zero debt.
Isabella Pearl will now start to ramp up to a full production rate of approximately 40,000 gold
ounces per annum, which should take approximately 12 months. This, by our estimates, will
generate approximately US$25-30mln in operating cash flow per annum at a gold price of
US$1,300.
The new Nevada-based mine currently has a reserve life of 4 and a half years. In our opinion, as
emphasized by the news releases on 26th March 2019 and 5th June 2019, there appears to be
excellent opportunity to increase the mine life from targets, near the open pit and along the
mineralised trend.
The Company have already defined a drill program for the Scarlet target and exploration is
scheduled to begin once commercial production has been established at Isabella Pearl. With
significant operating cash flow to come, Isabella Pearl is set to become a significant source of
cash flow for the company. The market seems to be overlooking the progress made by Gold
Resource Corp, which we view as an opportunity for astute investors. Fair value US$8.47.
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Copyright and Risk Warnings

Gold Resource Corporation (“GORO” or the “Company”) is a corporate client of Arlington Group Asset
Management Limited.
Gold Resource Corporation is a corporate client of Arlington Group Asset Management Limited (“Arlington”).
Arlington will receive compensation for providing road-shows, strategic consultation and other services to the
Company including the publication and dissemination of marketing material from time to time.
This note is a marketing communication and NOT independent research. As such, it has not been prepared
in accordance with legal requirements designed to promote the independence of investment research and
this note is NOT subject to the prohibition on dealing ahead of the dissemination of investment research.
Not an offer to buy or sell
Under no circumstances is this note to be construed to be an offer to buy or sell or deal in any security and/or
derivative instruments. It is not an initiation or an inducement to engage in investment activity under section 21 of
the Financial Services and Markets Act 2000.
Note prepared in good faith and in reliance on publically available information
Comments made in this note have been arrived at in good faith and are based, at least in part, on current public
information that Arlington considers reliable, but which it does not represent to be accurate or complete, and it should
not be relied on as such. The information, opinions, forecasts and estimates contained in this document are current
as of the date of this document and are subject to change without prior notification. No representation or warranty
either actual or implied is made as to the accuracy, precision, completeness or correctness of the statements, opinions
and judgements contained in this document.
Arlington’s and related interests
The approved persons who produced this note may be directors, employees and/or associates of Arlington. Arlington
and/or its employees and/or directors and associates may or may not hold shares, warrants, options, other derivative
instruments or other financial interests in GORO and reserve the right to acquire, hold or dispose of such positions
in the future and without prior notification to GORO, or any other person.
Information purposes only
This document is intended to be for background information purposes only and should be treated as such. This note
is furnished on the basis and understanding that Arlington is under no responsibility or liability whatsoever in respect
thereof, to GORO, or any other person.
Investment Risk Warning
The value of any potential investment made in relation to companies mentioned in this document may rise or fall and
sums realised may be less than those originally invested. Any reference to past performance should not be construed
as being a guide to future performance.
Investment in small companies, and especially mineral exploration companies, carries a high degree of risk and
investment in the companies or minerals mentioned in this document may be affected by related currency variations.
Changes in the pricing of related currencies and or commodities mentioned in this document may have an adverse
effect on the value, price or income of the investment.
Distribution
This note is not for public distribution, nor for distribution to, or be used by, or to be relied upon by any person other
than the Company. Without limiting the foregoing, this note may not be distributed to any persons (or groups of
persons), to whom such distribution would contravene the UK Financial Services and Markets Act 2000 or would
constitute a contravention of the corresponding statute or statutory instrument in any other jurisdiction.
Disclaimer
This note has been forwarded to you solely for information purposes only and should not be considered as an offer
or solicitation of an offer to sell, buy or subscribe to any securities or any derivative instrument or any other rights
pertaining thereto (“financial instruments”). This note is intended for use by professional and business investors only.
This note may not be reproduced without the prior written consent of Arlington.
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The information and opinions expressed in this note have been compiled from sources believed to be reliable but,
neither Arlington Limited, nor any of its directors, officers, or employees accept liability from any loss arising from
the use hereof or makes any representations as to its accuracy and completeness. Any opinions, forecasts or estimates
herein constitute a judgement as at the date of this note. There can be no assurance that future results or events will
be consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication
or guarantee of future performance, and no representation or warranty, express or implied is made regarding future
performance. This information is subject to change without notice, its accuracy is not guaranteed, it may be incomplete
or condensed and it may not contain all material information concerning the company and its subsidiaries. Arlington
is not agreeing to nor is it required to update the opinions, forecasts or estimates contained herein.
The value of any securities or financial instruments mentioned in this note can fall as well as rise. Foreign currency
denominated securities and financial instruments are subject to fluctuations in exchange rates that may have a positive
or adverse effect on the value, price or income of such securities or financial instruments. Certain transactions,
including those involving futures, options and other derivative instruments, can give rise to substantial risk and are
not suitable for all investors. This note does not have regard to the specific instrument objectives, financial situation
and the particular needs of any specific person who may receive this note.
Arlington (or its directors, officers or employees) may, to the extent permitted by law, own or have a position in the
securities or financial instruments (including derivative instruments or any other rights pertaining thereto) of any
company or related company referred to herein, and may add to or dispose of any such position or may make a market
or act as principle in any transaction in such securities or financial instruments. Directors of Arlington may also be
directors of any of the companies mentioned in this note. Arlington may, from time to time, provide or solicit
investment banking or other financial services to, for or from any company referred to herein. Arlington (or its
directors, officers or employees) may, to the extent permitted by law, act upon or use the information or opinions
presented herein, or research or analysis on which they are based prior to the material being published.
Further Disclosures for the United Kingdom
This note has been issued by Arlington Group Asset Management Limited, a firm authorised and regulated by the
Financial Conduct Authority. This note is not for distribution to private customers.
This note is not intended for use by, or distribution to, US corporations that do not meet the definition of a major
US institutional investor in the United States or for use by any citizen or resident of the United States.
This publication is confidential for the information of the addressee only and may not be reproduced in whole or in
part, copies circulated, or disclosed to another party, without the prior written consent of Arlington. Securities
referred to in this note may not be eligible for sale in those jurisdictions where Arlington is not authorised or
permitted by local law to do so. In particular, Arlington does not permit the distribution or redistribution of this
note to non-professional investors or other persons to whom disclosure would contravene local securities laws.
Arlington expressly disclaims and will not be held responsible in any way, for third parties who affect such
redistribution. © 2019
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