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Are companies merging
to look stronger?

T

he gold industry has come
under the investor’s spotlight in recent months, as a
result of weak capital management, coupled with a decrease
in reserves and high extraction
costs. Now that the age of deposits
with 20Moz Au and 30Moz Au has
passed, gold miners are pursuing
cost efficiencies, which has led to
large companies merging in order
to create even larger and more
powerful companies.
Following the example of Barrick
Gold buying Randgold Resources for
US$6.5B, Newmont Mining announced the purchase of its rival
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Goldcorp for US$10B to produce
the largest gold mining company in
the world, by exceeding Barrick
with production of about 7.9Moz
Au per year.
Are companies merging to look
stronger?
Mr. Michael Fulp is an analyst and
exploration geologist with over 35
years experience and he believes
that merged companies are definitely not stronger, as the mining
business is based on profitability,
regardless of the volume produced.
"Mining is not a growth industry, it
is a value industry. It should be
based on margins and large gold

mining companies have not made
this their focus. They haven't done
so since the price started to rise in
2002. They have failed to reward
their shareholders year after year,"
said Mr. Fulp.
He referred to the Newmont - Goldcorp merger when he confirmed
that neither of them have paid dividends to their shareholders during
the past 15 years. "Between 2003
and 2013, Newmont was profitable
for two years and Goldcorp was
profitable for two years (…) How
can this merger be considered positive for current shareholders?"
Mr. Fulp also emphasized the reac-
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tion of Wallstreet markets, where
the value of Newmont’s shares fell
after the announcement, while Goldcorp’s shares did not appreciate.
"It is impossible for large gold mining
companies to replenish their reserves every year. Newmont reached
its gold production peak in 2005, as
its production in 2017 was 13% less
than the peak in 2005. Goldcorp lost
25% in each gold production peak in
2015, while Barrick has lost almost
14% in production since its peak in
2006. So bigger does not mean
better".
Recently, the CEO of Newmont, Mr.
Goldberg, has said that they are not
expecting an upward trend in gold
prices, however they are optimizing
the company’s assets to survive the
price cycle. They expect that the
company’s assets will generate
profits of about 50%.
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Mr. Victor Dergunov is founder of
Albright Investment Group and has
recently said that if gold prices continue to climb, Goldcorp should generate more revenue and profits,
which suggests that the US$10 billion
paid by the company is likely to appear fairly cheap in the future.
Mr. Dergunov believes that the gold
market is ready for a major rally, as
prices have increased by more than
20% compared to the increase in
interest rates since the beginning of
the bull market.
Gold has been trapped in a trading
range for several years, and could
erupt in the near future".
During the last three years, the gold
price has ranged between US$1,180
and US$1,360, but in one or two
years time it could be around
US$1,400 and US$1,550.
Other analysts claim that global pro-

duction is about to suffer a sharp
drop as a result of developing pretested reserves and the absence of
new discoveries.
Mr. Michael Siperco is an Analyst
with Macquarie Research and he
believes that the Barrick-Randgold
and Newmont-Goldcorp agreements
could trigger a broader consolidation
within the industry, now that too
many gold mining companies are
chasing very few assets.
In fact, the third merger in the industry over recent months could be Pan
American Silver Corp. This company
could be acquiring Tahoe Resources
Inc for US$1.07B.
"Usually, when such mergers occur,
many similar mergers occur during
successive months. I believe that the
only companies that will benefit
from all these mergers are the junior
gold mining companies, given that
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large companies will shed staff, cut
projects, and sell assets that are not
regarded as essential. Then the junior companies can buy them up at
cheap prices," said Mr. Michael Fulp.

Goldcorp in the region

organization with a less vertical
structure.
The decision suggests that Chile
would be losing prominence within
the company's plans and Argentina
would take its place. The company is
keeping open the possibility to advance with the Lama project together with the Chinese company Shandong, a company with which it already develops the Veladero deposit.
In regards to Chilean assets, uncertainty reigns. The Superintendent of
Environment (SMA) ordered the final
closure of Pascua Lama, and 50% of
Minera Zaldívar could be the first
asset to be negotiated, while the
new company could sell the 50% of
Norte Abierto given the entry of
Newmont. Currently, the mining
company is carrying out the closure
of the El Indio mine, where it also
developed the Alturas prospect.

Barrick

Since the merger was announced,
Goldcorp representatives have been
evaluating their preferred assets and
those that may require further work.
"Those that we really prefer would
be Peñasquito in Mexico, Cerro Negro in Argentina and Musselwhite in
Canada", emphasized the CEO, Mr.
Goldberg.
Based on similarities with Newmont's assets, Mr. Gary Goldberg
sees potential for improvement in
some Goldcorp properties, as Peñasquito compares with Newmont's
Boddington and Cerro Negro compares with Newmont’s El Tanami.
Goldcorp has been investing in Santa

Cruz province, Argentina, since 2010;
which is the location of its largest
mine with the longest useful life:
Cerro Negro.
The company announced an investment of US$750M in Cerro Negro
last year covering exploration,
maintenance and expansion, as mineral exports exceeded US$640M and
catapulted it to become the main
gold exporting company in Argentina.
The decision to merge has had consequences in Chile, where the dismissal of René Muga, number one of
the dependencies was announced.
The executive management of the
mining company will be cut and its
responsibilities will be assumed by
Marcelo Álvarez, director of the
offices installed in Argentina.
The personnel cut, which would not
be limited only to the executive director, aims to create a more agile
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Project processing is still inefficient

D

eveloped countries are
growing at a rate of 2%,
but the Chilean authorities want the country to
achieve an average of 4% that is
stable over time. For that to happen, investment must grow by at
least 6% per year.
Authorities are expecting to create
an efficient State, where bureaucracy does not hinder the performance
of private enterprise. Currently, a
mining exploration company that
wants to invest in the country, has
to request 59 permissions from 16
different institutions. The permission application process in Chile is
plagued by uncertainty, as the responsible entities only accumulate
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records.
According to the latest Global Competitiveness Report conducted by
the World Economic Forum, excessive bureaucracy is constricting investment. The perception that uncertainty could be killing off investment led to the creation of the Sustainable Projects Management
Office (SPM) in April 2018.
Mr. Juan José Obach leads the entity
and it has processed 240 projects to
date, which will total US$59.9B in
investment by 2021. These include
49
mining
projects
totaling
US$28.5B. The remainder of the
initiatives are: 62 infrastructure projects, 72 energy projects, 46 real
estate projects and 11 industrial

projects.
The SPM Office seeks to combine
criteria; "it is a public-private coordination exercise in order to restore
investment," said Mr. Obach to the
press.
According to the Lobby register at
the Economy Ministry, 104 companies requested meetings with representatives of the Sustainable Projects Management Office in 2018, to
unlock investments and submit new
initiatives.
The SPM currently carries out detailed monitoring of initiatives in
process. Its representatives attend
over 30 meetings each month with
an equal number of project evaluation institutions. However, the lack
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of automation in the admissibility
processes and differences in criteria
when evaluating each initiative add
to the bottlenecks. The State has
not contracted sufficient capability
to become more efficient in processing projects, and this is evidenced by Environmental Impact
Studies taking 528 days to complete
in 2013, while that number rose to
778 days in 2017.
Processing large investment projects
currently takes four and a half years
in Chile, two years in environmental
processing and two and a half years
in sectoral processing. The challenge
facing the SPM is to reduce these
periods to six months and a year, so
that projects can be approved within a maximum of three and a half
years. This has required creating the
Unified
Permissions
System
(SUPER), a digital platform for the
investor to submit documentation
connected to the project and monitor its progress using a unique code.
The new platform launch, which is
expected to be next month, begins
by digitizing the 10 forms most commonly used by the following services: Undersecretary of National
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Assets, the Livestock and Agriculture
Service, the National Forestry Service, the National Monuments
Council, the General Water Directorate, Undersecretary of the
Armed Forces and the National Mining Service. The platform will host
201 forms in total.

SPM Portfolio
The initiatives currently contained in
the SPM portfolio include the NuevaUnion project by Teck and Goldcorp, and the second phase of Quebrada Blanca (QB2) also by the Canadian company Teck.
After three years of processing by
the Environmental Assessment Service, QB2 received approval for its
environmental studies in August
2018, and went on to process its
sectoral permissions.
The SPM’s projects also include initiatives by Antofagasta Minerals and
Codelco, and environmental processing for the Rajo Inca project was
completed at the end of 2018, to
extend the useful life of the Salvador division by 40 years.

El Toqui
Representatives of Sociedad Contractual Minera El Toqui submited
the company’s voluntary liquidation to the First Civil Court in Coyhaique, following the Australian
company Laguna Gold becoming
insolvent.
Closure of the zinc mine located in
the Aysén region has led to clashes
between former employees and
police.
The company began to decline in
2017, when the authorities delayed
their approval of changes to the
exploitation system, which led to
problems in mine operations. Production and revenue declined. Now
the Chilean subsidiary owes more
than US$58M to its 330 employees.
Its principal creditors include Macquarie Bank with US$18M, Coped,
Sandvik and Risk Partners PTI. The
subsidiary’s assets total US$29M,
so it could be sold as an economic
unit in order not to lose value.
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Mirasol Resources signs an agreement
with Newcrest Mining for Gorbea Gold Project

M

irasol
Resources
(TSX-V: MRZ, OTCPK:
MRZLF) has signed a
binding letter agreement with Newcrest International
Pty Limited, a wholly owned subsidiary of Newcrest Mining (ASX:NCM),
for an Option to Farm-in on the
Gorbea High-Sulfidation Epithermal
gold projects in Chile.
Mirasol’s CEO Stephen Nano stated:
“Newcrest is the ideal partner for
our Gorbea projects. Subject to drill
permitting, Newcrest will this year
fund drill testing of two, large MioPliocene belt HSE Au+Ag projects at
Gorbea and under a separate agreement, at the Altazor project in
northern Chile”.
The Gorbea Agreement comprises a
package of projects totaling 26,684
ha, including the Atlas Au+Ag and
the Titan Au (Cu) lead properties,
located in the Mio-Pliocene age
mineral belt of northern Chile.
NCM has the right to acquire, in
multiple stages, up to 75% of the
Gorbea Project by completing a series of exploration and development milestones and making staged
option payments to Mirasol. NCM
has committed to spend a minimum
of US$4M and to complete a minimum of 3,000 m of drilling over an
initial 18-month period. NCM will
operate the exploration program at
Gorbea.
NCM and Mirasol are working collaboratively to advance the drill permitting process at Gorbea and upgrade the exploration camp.
© 2019 Chile Explore Report All Rights Reserved
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Fatal setback for Codelco

T

he internationalization of
Codelco could suffer a fatal
setback. Recently, the Ecuadorian Comptroller announced a draft document that
could lead to suspending the
Llurimagua project, which covers
4.956ha and is located in Imbabura
province.
The comptroller's office reported
that the mining concession may be
suspended for failure to comply
with time limits for submitting its
annual investment plan and annual
activity report. It also refers to min-
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ing activities being developed by
Enami EP and Codelco without the
corresponding environmental licenses.
According to Ecuadorian media, the
mining company did not submit detailed information about the characteristics of the deposit nor the minerals it contains. Therefore, the
State was unable to determine the
benefits of progressing toward exploitation.
The document also indicates that
some water sources have been contaminated, evidenced by high con-

centrations of lead and zinc, and the
illegal felling of more than 60 trees.
Codelco and Enami EP signed a mining exploration agreement in November 2011 that could initiate a JV
(51% Enami EP and 49% Codelco).
However, by December 2017 the JV
had not been constituted.
At the close of this edition, Codelco
had invested US$40M in the project
and had completed all the basic and
advanced exploration work for the
initial stages, but had not made any
announcements in this regard.
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Mining investment will exceed
US$6B in 2019

T

his year mining investment in Peru could reach US$6.5M,
according to a report by BBVA Research Peru.
A reduction in mine production costs, the consequent
standardization of production, and progress in constructing new mines (Quellaveco, Mina Justa and Toromocho)
would give local industry the necessary momentum.
Mining investment stood at US$4.7M in 2018. "Monthly average
investment during the last few months of 2018 was approximately
US$460M, whereas at the beginning of this year it was US$280M",
said the Director of BBVA Research Peru, Mr. Francisco Grippa.
and public sectors.
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Up to 5,000m
will be drilled
in Cerro Hermoso

M

iramont Resources (CSE:
MONT;
FSE:
6MR;
OTCQB: MRRMF) has
commenced drilling on
its Cerro Hermoso project in southern
Peru.
Up to 5,000 meters will be drilled in
this first phase to test three priority
targets.
Bill Pincus, Miramont's President and
CEO said, "Our exploration work to
date has strengthened expectations
that a significant ore deposit is ready
to be discovered."
Cerro Hermoso is a large diatremehosted system with various styles of
copper, gold and silver mineralization
found in a four square kilometer area.
It has many similar characteristics to
other diatreme systems that are
known to host large bulk-tonnage
polymetallic deposits.
The three priority drill targets have
been identified by a combination of
geologic mapping, geochemical sampling and geophysical prospecting.
These are known as the Central Breccia Zone (Gold), the Stockwork Zone
(Copper/Silver) and the Carbonate
Replacement Zone (Polymetallic).
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The lithium industry in Argentina
makes progress

I

mplementing the Olaroz and
Hombre
Muerto
projects
(30,000t LCE) has positioned
Argentina as the world's third
largest lithium producer.
Estimates by the Argentine Chamber
of Mining Businesses (ACMB) indicate that these figures together with
potential production at six other
projects that have reached an advanced stage could quintuple the
country’s production capacity by
2021, to reach production of
190,000t LCE.

Investors prefer Argentina, as it has
less rigorous regulations than those
currently found in Chile and Bolivia.
Exploration companies require permissions very rapidly and in Argentina they can achieve this.
Lithium production in the Hombre
Muerto Salar in Catamarca is expected to double this year, as Minera
del Altiplano, a subsidiary of FMC
Corporation, will invest US$300 million to make this happen. The 3Q
and Sal de Vida projects are located
in the same province. 3Q has

reached the final feasibility stage,
while Sal de Vida, which is owned by
the Australian mining company Galaxy Resources, will begin construction this year and its first production
is expected in 2022 with 25,000t
LCE.
The Australian company Orocobre
has pledged US$240 million to expand its Olaroz project in Jujuy, while Lithium Americas and SQM will
invest US$425M in constructing a
venture in the Cauchari Olaroz salar.

Salar Blanco completes Feasibility
Study for its Maricunga Li project

L

ithium Power International has
announced that its subsidiary
Minera Salar Blanco has completed the feasibility study for
its Maricunga lithium project.
The initiative has the potential to produce 20,000tpa LCE over a 20 year
period, and will require an investment of US$563M, so its managers
are already negotiating with Chilean
and international financial institutions
to secure funding.
LPI is waiting for approval of its Environmental Impact Study, submitted in
September 2018.
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Montero awards exploration licenses
over potentially new lithium discovery

M

ontero Mining and
Exploration (TSX-V:
MON) has been
awarded exploration licenses covering an area of
13,800 hectares in the Atacama
Desert of northern Chile.
The geology of the Avispa Project
consists of extensive sedimentary
evaporite salt deposits intercalated
with fine grained clastic sediments
of Tertiary age that occur in a stratified package, partially exposed and
up to 30 m in thickness.

Reconnaissance channel sampling
of the evaporite lacustrine sequences found in the Avispa project
area revealed anomalous values of
lithium and iodine, as well as potassium, sodium and calcium as nitrates and sulphates that are generally encountered in the caliche deposits of the Chile nitrate fields.
Dr. Tony Harwood, President and
Chief Executive Officer of Montero
commented, “Lithium values of up
517 ppm and iodine values of up to
852 ppm are reported from recon-

naissance sampling in the license
area, with anomalous values of potassium and sodium nitrates. Montero has undertaken confirmatory
and reconnaissance sampling over
the license area and will provide
further updates as results are obtained. The project adds to our
portfolio of lithium projects in good
mining jurisdictions. Chile is one of
the foremost mining jurisdictions
and a major source of global lithium supply.”

RIO2 drills 192m @ 0.81 g/t Au and 124m @ 0.77 g/t Au
at the Fenix Gold project

R

io2 Limited (TSXV: RIO;
BVL: RIO) has announced
the drilling results from
the first 11 RC drill holes
and 4 surface trenches at its Fenix
Gold Project located in the Maricunga region, Chile.
More than 2,000 meters has been
drilled to date of an approximate
7,000-meter drilling program that
commenced in late November
2018. RIO wants to intersect and
define east-west structural feeders
that the geologists believe are controlling the near surface higher
grade mineralization.
Results includes:
30m @ 0.592g/t Au, 30m @ 0.825
g/t Au and 16m @ 1.348 g/t Au (FGR18-001); 124m @ 0.768g/t Au,
192m @ 0.809g/t Au and 94m @
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1.083g/t Au (FG-R18-002); 124m @
0.695g/t Au and 54m @ 1.056g/t
Au (FG-R18-003); 210m @ 0,591g/t
Au (FG-R18-004); 74m @ 0.626g/t
Au, 36m @0.297g/t Au (FG-R18004); 74m @ 0.626g/t Au (FG-R18005); 116m @ 0.584g/t Au, 16m @
1.627g/t Au (FG-R18-006); 96m @
0.416g/t Au (FG-R18-007); 48m @
0.513g/t Au (FG-R18-008); 120m @
0.358g/t Au (FG-R18-009); 42m @
0.373g/t Au, 50m @ 0.24g/t Au (FG
-R18-010); 120m @ 0.345g/t Au,
34m @ 0.593g/t Au and 38m @
0.228g/t Au (FG-R18-011).
Alex Black, President and Chief Executive Officer of Rio2 Limited, stated, “The initial results from our
work program at the Fenix Gold
Project are very encouraging. Given
that, the 2014 reserve estimate has

an average grade of 0.40 g/t Au,
the new drilling and trenching results are exhibiting outcropping
grades well in excess of the average
reserve grade. As we have stated
before, we see a number of similarities between the Fenix Gold Project and the La Arena gold mine
located in Peru that the Rio2 management team was responsible for
developing, building and operating
between 2009 to 2015. As was the
case with La Arena, we believe we
can build a starter project at the
Fenix Gold Project focused on higher‐grade, near surface mineralization that will help minimize startup
capex and allow us to expand production using cashflow.”
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Chile Explore Connect

C

hile
Explore
Group has announced
the
opening of its
networking events for
2019, as an opportunity to
bring together important
stakeholders in the exploration sector.
Chile Explore Connect is
the name of the event
that will take place on the
last Thursday of each
month at Parque Araucano. Chile Explore Group
has secured sponsorship
from companies such as
AK Drilling, Corescan and
Seequent, and promotes

effective
business
platforms where industry
executives and professionals can exchange ideas that could lead to generating potential solutions
to problems facing the
sector.
The first confirmed dates
are: March 28, April 25
and May 16.
Dates and sponsorship is
still available, so if you
and your company are
interested in supporting
this initiative, please request details via email
from: info@cexr.cl.
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Ticker

Shares (M)

Market Cap
($M)

Price

Last Month

Columbus Gold
Corp

CGTCL

141.665

103.42

0.24

0.24

GRZCL

76.077

391.80

2.28

2.12

IOCL

78.7

6.69

0.045

0.045

MNYCL

19.7

0.59

0.080

0.060

PPXCL

246.5

16.02

0.085

0.085

PUMACL

101.3

6.58

0.030

0.045

SZCL

113.5

21.00

0.060

0.65

SSVCL

54.483

18.25

0.20

0.20

WMLCL

34.195

59.84

0.39

0.48

Gold Reserve

Inca One Gold
Corp
Montan Mining

PPX Mining Corp

Puma Exploration

Santacruz Silver
Mining

Southern Silver
Exploration

Wealth Minerals
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Company

Ticker

Shares (M)

Market Cap

Price

Last Month

Admiralty Resources

ADY

959

4.8 (A$M)

0.013

0.014

Alliance Resources

AGS

400.1

35.21 (A$M)

0.11

0.11

Amerigo Resources

ARG

173.6

93.74 (C$M)

0.94

0.90

Arena Minerals

AN

80

12.80 (C$M)

0.050

0.060

RIO2

RIO

65.2

41.08 (C$M)

0.54

0.51

Austral Gold

AGD

478.7

71.81 (A$M)

0.073

0.060

Capstone Mining

CS

382.1

340.07 (C$M)

0.58

0.67

Equus Mining

EQE

434

15.19 (A$M)

0.012

0.016

Fiore Gold

F

87.42

31.37(C$M)

0.32

0.34

Golden Rim

GMR

5.15

14.39(A$M)

0.016

0.017

Herencia Resources

HER

24.43

0.87 (GBP)

0.020

0.023

Hot Chili

HCH

347.7

9.04 (A$M)

0.017

0.012

Kingsgate Consolidated

KCN

223.6

49.19 (A$M)

0.16

0.18

Los Andes Copper

LA

218.1

50.16 (C$M)

0.15

0.20

Mandalay Resources

MND

410.4

147.74 (C$M)

0.14

0.10

Mirasol Resources

MRZ

44.2

71.70 (C$M)

1.28

1.20

NGEx Resources

NGQ

187.7

161.42 (C$M)

1.05

1.02

Orosur Mining

OMI

96.6

21.74 (C$M)

0.090

0.090

Revelo Resources

RVL

100.2

4.01 (C$M)

0.020

0.010

Regulus Resources

REG

56.4

86.86 (C$M)

1.62

1.37

Blue Moon Zinc Corp

MOON

70.65

3.53 (C$M)

0.045

0.040

SSR Mining

SSRM

80.7

746.88 (C$M)

13.96

12.34

Southern Hemisphere

SUH

290

23.20 (C$M)

0.045

0.045

TriMetals Mining Inc

TMI

135.7

29.85 (C$M)

0.060

0.040
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