
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Statements regarding the Company which are not historical facts are "forward-looking 

statements" that involve risks and uncertainties. Such information can generally be identified 

by the use of forwarding-looking wording such as "may", "expect", "estimate", "anticipate", 

"intend", "believe" and "continue" or the negative thereof or similar variations. Since forward-

looking statements address future events and conditions, by their very nature, they involve 

inherent risks and uncertainties such as the risk that the closing may not occur for any reason. 

Actual results in each case could differ materially from those currently anticipated in such 

statements due to factors such as: (I) the inability of the parties to consummate the definitive 

letter agreement; (ii) fluctuation of mineral prices; (iii) a change in market conditions; (iv) the 

inability to produce the technical report for any reason whatsoever; and (v) the refusal of the 

Exchange to accept the proposed transaction for any reason whatsoever. Except as required by 

law, the Company does not intend to update any changes to such statements. 

 

 

 

Strategic Review and Business Analysis 

Contact: Edward Kelly                                                           
Direct: 604.669.9788 ext. 202                                                     
Mobile: 604-763-4774                                          
ekelly@incaone.com                                                                                                           
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Summary Table 

 

Disclosures:  

• Historic resources were calculated in 1998 and do not comply with NI 43-101, and a qualified person has not done 

sufficient work to classify the historical estimate as a current resource. There is no current resource estimate on the 

Las Huaquilla property and there has been no verified metallurgical test work to determine if the minerals that have 

been identified are recoverable.  There can be no assurance that the results from the property will be incorporated 

into a technical report, nor are there any assurances that assay results will yield economic concentrations of 

minerals, or that any particular level of recovery of metals will be realized.  Most exploration projects do not result 

in the discovery of metals that are commercially viable. 

• Our “Base Case”and “”Upside”scenarios for our estimate of mineralization which might be demonstrated by future 

drill holes are based on strike length and depth extensions of the Los Socavones zone, identified by historic drill 

holes.  The potential quantity and grade is conceptual as there has been insufficient exploration to define a resource 

and there is significant uncertainty as to whether future exploration will result in the delineation of a resource.  

• Our “Base case” and “Upside” scenarios assume a $4M financing at $0.40/sh and subsequently $10M @ $0.75/sh. 

The Company cannot predict whether any financing alternative, if undertaken, could be completed to avoid meeting 

its cash requirements over a reasonable period of time. 

 

 

 

 

 

 

 

 

Share Structure Potential Valuation @ $40/oz (Mozs AuEq) SP potential

Share price (Cdn$) $0.50 Historic resource* 0.6 $0.60

Shares outstanding(M) 22.3 Base case* 2.0 $1.25

Shares for property (assumes a 2 million share bonus) 10.0 Upside* 4.0 $2.40

Diluted shares (including shares for property) 34.1 Potential Take Over Valuation @ $100/oz (Mozs AuEq) SP potential

Fully diluted shares (including shares for property) 38.3 Historic resource* 0.6 $2.04

Cash (M US$) $0.9 Base case* 2.0 $3.00

Diluted cash (M US$) $1.4 Upside* 4.0 $5.80

Fully diluted cash (M US$) $4.3 Comparables EV/oz

Cash for property (US$) $4.5 East Main $52

Warrants (Cdn$/sh) (M) Esperanza $46

9-May-12 $1.50 0.9 Orezone $41

12-Dec-12 $1.00 0.3 Bellhaven $39

30-Jun-13 $0.75 2.5 Inter-citic $32

Options Integra $32

15-Feb-15 $0.14 0.3 Rio Novo $30

7-Apr-15 $0.13 0.6 Sunward $25

23-Sep-20 $0.22 0.1 Average EV/oz $37

11-Jul-21 $0.43 0.8 Past Take-Overs Price (US$/oz)

13-May-21 $0.50 0.4 Glamis Gold/El Sauzal Jul-02 $111

Total Warrants and Options 6.0 Meridian/Esquel Jul-02 $118

Market Cap. (M US$) $11 Goldcorp/Eleonore Dec-05 $100

EV (including shares for property) (M US$) $21 Barrick/NovaGold Offer Jul-06 $102

EV/Historic resource (US$/oz)* $34 Agnico-Eagle/Meadowbank Apr-07 $160

Major shareholders: Newmont Mining/Hope Bay Oct-07 $140

Management & Advisors 43% Kinross/Fruta del Norte Jul-08 $80

52 Wk High $0.75 Kinross/Underworld Resources Inc. 11-Mar-10 $93

52 Wk Low $0.18 Agnico-Eagle/Meliadine 1-Apr-10 $145

Avg. vol (3m) 78,258 Average Acquisition Price Per Ounce $116
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Executive Summary 

Inca One Resources Corp. (IO.v) is a Canadian-based junior exploration 
Company focused on providing sustainable growth and value to its shareholders 
through the strategic acquisition, exploration and development of viable mineral 
properties.  On May 2, 2011, the Company entered into an option agreement with 
Rial Minera SAC and its founding shareholders, to acquire a 100% interest in the 
37 km2 Huaquillas gold property, located in the Department of Cajamarca of 
Northern Peru.  Historic drilling to date has identified the Los Socavones 
epithermal gold zone and two potentially large porphyry copper-gold zones 
(Cementerio and San Antonio). 

The Los Socavones 
zone is located at the 
eastern end of a 
northeast, 2.2-kilometre 
long, gold-bearing 
structure which has 
been tested via diamond 
drilling along a strike 
length of 1,000 metres 
and explored via 
underground workings along 400 metres of strike length and averaging 100 
metres vertically.  The deepest drill hole tested the heart of known mineralization 
approximately 200 metres below the surface. Using more than 20 mineralized 
intercepts (the best of which intercepted 78 metres @ 2.7 g/t Au from 
surface), Sulliden calculated that the Los Socavones zone hosts a historic 
geological resource of 6.57 million tonnes grading 2.09 g/t Au and 25.2 g/t Ag 
(1.5 g/t cut-off), for 443,000 ounces of gold and 5.3 million ounces of silver 
(608,000 gold equivalent ounces), estimated over 500 metres of strike length. 

Excluding the porphyry zones, the Los Socavones zone alone might be able to 
demonstrate the potential for between 0.6 million and 4.0 million gold and gold 
equivalent silver ounces through future drilling, based on its historic resource 
estimate and assumed dip and strike length extensions within the current 
concession boundary.  The basis of our estimated mineralized potential is outlined 
in the table on the following page.   

Hole From (m) To (m) Length (m) Au (g/t) Ag (g/t)

LH97-07 28.5 70.5 42.0 2.1 24.6

LH97-08 0.0 78.0 78.0 2.7 19.0

LH97-13 181.8 195.3 13.5 2.9 57.0

PD-1 100.3 134.7 34.4 2.7 38.6

PD-2 66.2 80.2 14.0 8.4 105.9

PD-4 39.3 59.5 20.2 2.8 42.8

Mirian 16.0 4.3 43.6

Beatriz 37.0 2.9 30.4

Pilar 42.0 2.6 25.3

Best Historic Mineralized Intercepts of the Los Socavones Zone
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The table shown on page two of this report shows an average in-ground valuation 
of gold exploration companies of approximately US$40 per ounce and an average 
take-over value of approximately US$100 per ounce.  Based on these metrics and 
assuming resource potential of between 0.6 and 4.6 million ounces of gold, we 
believe it is reasonable to estimate share price potential of between Cdn$0.60 and 
Cdn$2.40 per share and a potential take-over price of between Cdn$2.00 and 
Cdn$5.80 per share in our 0.6 and 4.6 million ounce scenarios respectively.  This 
is subject to the company receiving its social and drilling permits and raising 
sufficient capital at a reasonable price for a significant drilling program (see 
“Disclosures” on pg. 2). 

Since acquiring the property, the company has made significant in-roads in 
advancing the environmental impact assessment (DIA) to obtain its drilling 
permit, which can be expected to be achieved within 5 months and potentially be 
drilling by September 2012.  After having been to the property and meeting 
with local representatives and local coffee farmers, we believe that the 
Company has effectively implemented social initiatives which should result in 
receiving community support for the project, which is key in obtaining a 
drilling permit.  We attribute this effectiveness to Mr. Kelly’s past 
entrepreneur experience in the coffee industry and Mrs. Vargas’ track-
record of success including Norsemont Mining Inc. (acquired by Hudbay 
Minerals HBM.n) and Tinka Resources (TK.v). 

Prior to receiving the drilling permit, the Company is in position to receive 
approval by surface land owners to begin the surface work required to make the 
property drill ready. 

 

 

Historic Base Upside

Resources Case

Strike 510 1,100 2,200

Depth 200 300 300

Width 23 23 25

SG 2.8 2.8 2.8

Tonnes (M) 6.57 21 46

Grade (Au g/t) 2.1 2.1 2.1

Grade (Ag g/t) 25.2 25.2 25.2

Au Ounces (M) 0.4 1.4 3.1

Ag Ounces (M) 5.3 17.2 37.4

AuEq Ounces (M) 0.6 2.0 4.3

Note:  Our “Base Case”and 

“”Upside”scenarios for our estimate of 

mineralization which might be 

demonstrated by future drill holes are 

based on strike length and depth 

extensions of the Los Socavones zone, 

identified by historic drill holes.  The 

potential quantity and grade is 

conceptual as there has been 

insufficient exploration to define a 

resource and there is significant 

uncertainty as to whether future 

exploration will result in the 

delineation of a resource.  
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Background 

Inca One Metals Corp. (IO.v) is a Canadian based junior exploration Company 
focused on providing sustainable growth and value to its shareholders through the 
strategic acquisition, exploration and development of viable mineral properties.  
On May 2, 2011, the company announced an option agreement with Rial Minera 
SAC, to acquire a 100% interest in Rial, which owns a 100% interest in the 37 
km2 Las Huaquillas property located, in the Cajamarca Department of Northern 
Peru.  The consideration for an initial 95% ownership interest in Rial are cash 
payments totaling US$5 million, incurring exploration expenditures of US$10 
million on the property and the issuance of 5 million common shares, all over a 
four-year period. The Optionor retains a 1% Net Smelter Return Royalty on the 
property upon acquiring 95% of Rial shares.  Inca One can earn a further 5% 
interest in Rial by issuing an additional 3 million shares within 15 days of notice 
of exercise of the original option.  In addition, Inca One shall issue to one of the 
shareholders of Rial one common share of Inca One for each new ounce of gold-
equivalent delineated in the measured and indicated categories that is found on the 
property in excess of 560,000 gold equivalent ounces. The cash and share 
payment schedule is shown in the table below. 

 

Modified Purchase Agreement 

On February 28, the company announced an agreement with the property vendor 
to postpone any further share and cash issuance for the property if the drilling and 
social permits have not been received by June 27, 2012. This agreement improves 
the structure of the option agreement so that Inca One shareholders only pay the 
vendor for value received by being able to drill the property. 

Cash and Share Payment Schedule Cash Shares Exploration

First Option (95%)

Within 5 days of execution (paid) 75,000$            -                    

Within 5 daysof TSX-v approval (paid) 125,000$          200,000           

Concurently with the execution of the 

           Mining Assignment Agreement (paid) 50,000$            

Within 5 days of the granting of the Supreme Decree (paid) 125,000$          125,000           

Within 6 months of the Effecitive Date (paid) 125,000$          125,000           

Within 12 months of the Effective Date 375,000$          375,000           

Year 1 875,000$          825,000           

Year 2 1,500,000$      1,500,000       

Year 3 1,500,000$      1,550,000       

Year 4 1,125,000$      1,125,000       

Total First Option 5,000,000$      5,000,000       10,000,000$  

Second Option (5%)

Within 15 days of exercise of the Second Option 3,000,000       

Totals 5,000,000$      8,000,000       10,000,000$  
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Board and Management 

Edward Kelly, President and CEO: Mr. Kelly is a serial entrepreneur with over 
20 years of management experience in sales, marketing and business 
development. The majority of Mr. Kelly’s experience comes in the form of 
working with private and public companies where he has served as an officer and 
director of ClickHouse.com and Dajin Resources.   Mr. Kelly has been involved 
in the public markets since 1989 as an investor, as well as assisting in raising 
capital for both private and public company ventures.  Mr. Kelly is a turn-around 
specialist who has rescued several private ventures in real estate and food.  His 
keen business eye has helped him identify hidden opportunities and then 
implementing the right strategy to execute.  

Catalina (Katty) Vargas BA, MIB, General Manager (Peru): Mrs. Vargas 
joined Inca One Metals in June 2011 having 17 years of experience working for 
international exploration mining companies, she has worked with AngloGold 
Ashanti, The Grosso Group, Pasminco Exploration,  and most recently with 
Norsemont Mining Inc. Over the last years she has held senior positions in which 
she was responsible for company administration, developing and managing 
company policies and procedures, budget development analysis and cost control, 
management of mining concessions, company contracts and reporting obligations 
to mining authorities, stock exchange and governmental entities. Mrs. Vargas has 
a Business Administration degree with a Master Degree in International Business 
Management and Post graduate specialization in Mining and Environmental Law. 
Mrs. Vargas also holds a post graduate specialization in organization and business 
administration and took International Management Programs in Harvard Business 
School and Tonji University in Shanghai.  Mrs. Vargas is the owner and founder 
of Cavato, a consulting services company that provides advice to junior mining 
companies in company administration, logistics, cost consultancy, mining 
properties administration, accounting and IT services. 

Nilda Rivera, CFO: Ms. Rivera is currently CFO of Remstar Resources Ltd., 
Milk Capital Corp., Ultra Lithium Inc. and a Director and CFO of Lornex Capital 
Inc.. She was Controller of Remstar Resources Ltd. From January 2008 to June 
2010 and Controller of Norsemont Mining Inc. from July 2006 to December 
2007. She was employed with Varshney Capital Corp. from 1994 to 2006 with a 
last position of Manager of Finance and Administration. Ms. Rivera has been a 
director and/or officer of several public companies listed on the TSX Venture 
Exchange over the past twelve years. 

James Harris, Secretary: Mr. Harris, a Vancouver lawyer, has been appointed as 
the secretary of the company. Mr. Harris is a corporate, securities and business 
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lawyer with over 20 years of experience in British Columbia and internationally. 
He has extensive experience with the acquisition and disposition of assets, 
corporate structuring and restructuring, regulatory requirements and corporate 
filings, and corporate governance. Clients have included public companies listed 
on the TSX Venture Exchange, the Toronto Stock Exchange, and United States 
exchanges such as Nasdaq. Involved in a number of professional and community 
activities, Mr. Harris has been an instructor at the professional legal training 
course for articling students sponsored by the Law Society of British Columbia, 
on the subject of corporate and securities law. Mr. Harris was also a founding 
member of the legal advisory committee of the Vancouver Stock Exchange. Mr. 
Harris has completed the directors education program of the Institute of Corporate 
Directors, and is an institute-certified director. Mr. Harris has also completed a 
graduate course in business at the London School of Economics. Mr. Harris is 
chairman of Entree Gold and an officer of several public companies, including 
Terra Ventures Inc., Novus Gold Corp. and Encanto Potash Corp. 

Thomas Henricksen, Director: Thomas Henricksen brings to the company over 
33 years of mineral exploration experience. He was the Chief Geologist for 
Norsemont Mining Inc., initiating and managing the exploration of the Constancia 
porphyry copper deposit. In 2005 he recommended to Centenario Copper the 
acquisition of the Pelusa Project which awaits production. As a consultant 
geologist for Rio Tinto, Thomas has successfully helped discovering significant 
borate deposits in southern Bolivia. Mr.Henricksen has a PhD in Economic 
Geology from Oregon State University.  

Phu Van Bui, Director, B.Sc: Mr. Bui is a Professional Geoscientist registered 
with APEGBC and holds a B.Sc. from the University of British Columbia. Since 
2004, he has been actively engaged in a variety of mineral projects in Canada and 
Australia. His experiences include early grassroots campaigns to brownfields 
exploration programs.  Mr. Bui has contributed to the resource delineation and 
test mining programs at the Polymetallic Wolverine Mine, Yukon and the 
Watershed Scheelite-Skarn Deposit, Queensland, and participated in deep-coring 
programs for BHP Billiton at the Mount Keith Mine, Western Australia.  Mr. Bui 
has recently joined Hunter Dickinson Inc., focusing on base and precious metal 
exploration project in Canada and abroad. Mr. Bui is a board member of Sparrow 
Ventures Corp. and is engaged with ProspectOre Capital Corp. (private company) 
in the valuation of mineral projects and deposits. 

Gunther Roehlig, Director: Gunther Roehlig was appointed as Terra's President 
and CEO role in May 2008.  As a founder of the company, he has served as a 
member of Terra's board of directors since the company's inception in December 
2006.  In his role as President and CEO, Mr. Roehlig plays a pivotal role in all of 
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the company's business development and corporate financings.  He has more than 
15 years of experience in the financial & investment industry, with a successful 
track record in restructuring, managing and financing junior public companies. 
Fluent in English and German, Mr. Roehlig also has experience in European 
business and financial markets.  He currently serves on the board of directors for a 
number of public junior resource companies. 

Oliver Foeste, Director: Mr. Foeste is a chartered accountant with over 10 years 
of experience in corporate structuring, acquisitions, financial reporting and 
corporate governance. He started his career with the accounting firm of Deloitte 
& Touche and obtained his chartered accountant designation in 2006. Mr. Foeste 
also provided business consulting services to entrepreneurial start-up operations. 
Mr. Foeste is director of finance and corporate secretary of Huntingdon Real 
Estate Investment Trust, a Vancouver-based Toronto Stock Exchange-listed 
issuer. Previously, he was United States divisional controller at Precision Drilling 
Trust, TSX and New York Stock Exchange-listed, oil field services provider 
based in Calgary, Alberta. 

Robert, McMorran; Director: He is also the president of Malaspina Consultants 
Inc., an accounting and administrative management services business serving 
junior public companies since 1997. Mr. McMorran obtained his Chartered 
Accountant designation in 1981 while articling with Coopers & Lybrand's 
Vancouver office. In 1982 he left C&L and joined Denison Mines Limited's Coal 
Division where he spent five years primarily working on the Quintette Coal 
Project located in northeast B.C. In 1987 Mr. McMorran joined Cheni Gold 
Mines Inc., a TSE listed junior precious metal company as the corporate 
controller, where he spent ten years, eventually being promoted to President/CEO. 
Mr. McMorran has held numerous board positions and senior officer 
appointments since starting Malaspina, including his tenure as the Chief Financial 
Officer of the highly successful Canada Dominion Resources Group of flow-
through limited partnerships. 
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Advisory Board 

Paul F. Matysek, M. Sc. Geo: Mr. Matysek is a professional geochemist and 
geologist with over 30 years of experience in the mining industry. He has held 
senior management and director positions with several natural resource 
exploration and development companies, most recently as President and CEO of 
Potash One Inc. Mr. Matysek was the architect of the $434 million friendly 
takeover of Potash One by K+S Ag, which closed in early 2011. Prior to founding 
Potash One, Mr. Matysek was the President and CEO of Energy Metals 
Corporation ("EMC"), a premier uranium company traded on the New York and 
Toronto Stock Exchanges. Mr. Matysek led EMC as it was one of the fastest 
growing Canadian companies in recent years, increasing its market capitalization 
from $10 million in 2004 to approximately $1.8 billion when it was acquired by a 
larger uranium producer in 2007. Mr. Matysek has served in an Executive or 
Director capacity for several exploration and development companies including 
First Quantum Minerals Ltd., First Majestic Resource Corp., Energy Metals 
Corp., and Lithium One Inc.  

Marc Levy: Mr. Levy is the founder and former CEO & Chairman of Norsemont 
Mining Inc. (TSX: NOM), which he grew from a market capitalization of $1 
million to over $100 million in less than 2 years. In the past 4 years, he has 
directly raised over $50 million in the resource and technology sectors. His 
dynamic personality, excellent communication skills and vision have contributed 
to his strong track record of success. He brings over 18 years of management and 
leadership experience in both private and public company businesses. Prior to his 
tenure with Norsemont, he held senior management positions with other private 
and public companies. He was Director of Sales for IP Applications Corp. where 
he was responsible for increasing sales by over 500%. He was Director of Sales at 
Look Communications (previously ID Internet Direct) which grew from a market 
capitalization of $20 million to $1.5 billion. 

Alain Vachon, P. Eng., P. Geo.: Mr. Vachon is a professional geologist with 
over 33 years of experience in mine geology and mineral exploration. A graduate 
of the Université du Québec at Chicoutimi in Geological Engineering, Alain was 
a senior geologist with Noranda Exploration and Barrick Gold Corp. working 
throughout Central and Latin America on project evaluations. Mr. Vachon is 
currently Vice President of Exploration at Southern Andes Energy Inc. He has 
spent the last 13 years in Peru as General Manager and consulting geologists for 
various junior Canadian companies, including Sulliden for the Huaquillas 
property . He has been involved in acquisition of several projects and deals with 
junior and major mining companies. A Member of the Ordre des Ingénieurs de 
Québec, Alain Vachon is fluent in English, French and Spanish.  
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Investment in Peru 

Peru is currently the world's second largest producer of silver, the third-ranked 
producer of copper and zinc, and the sixth largest gold miner. Mining investment 
in Peru has cumulatively been just over US$24 billion, with an additional US$40 
billion expected to be invested over the next decade assuming a continuation of 
foreign investment in the mining sector being an integral part of Peru’s GDP 
growth.  Economic growth in Peru has been associated only with the mining 
sector, which provides 61% of the nation's exports. The recent Peruvian 
presidential elections have taken their toll on the expectations for future foreign 
investment in the mining sector when Mr. Ollanta Humala won the election, albeit 
with a small margin, over Keiko Fujimori.  Humala derives much of his support 
from the indigenous regions of the country where there have been numerous 
protests against the effects of mining operations. As part of his campaign, Humala 
proposed increasing mining taxes and royalties, concerned that current mining 
taxes only compensate for 50% of the damage caused by mining companies.  

On Jul 17, 2011 Peru’s Lima General Index rose 4.6%, the biggest one-day gain 
since June 7, after President-elect Humala said Central Bank President Julio 
Velarde would serve another five-year term to help ensure economic stability, 
signaling that policies that spurred economic growth in the last decade will 
continue and offers re-assurance that his plans to raise mining royalties are not 
intended to slow private sector investment.  Since being appointed in 2006 to head 
the Central Bank, Velarde, has helped triple international reserves to a record 
US$47 billion and raised lending rates to a two-year high in May to curb inflation, 
which has been the lowest in the region since 2006.   

On September 28, 2011 Humala signed three bills raising taxes on the mining 
sector, fulfilling his campaign promise. The government plans to use the new 
source of funds, estimated at $1 billion per year at current metals prices, to build 
roads and schools to fight rural poverty.  Miners will now pay royalties of 
between 1% and 12% of their operating profits and a windfall profits tax of 2% to 
8.4% of their net profits. They currently pay royalties of 1% to 3% of net sales. 
Mining companies protected by tax stability agreements signed with the 
government in the 1990s that do not currently pay royalties will be charged a 
"special contribution" of between 4% and 13.12% of their operating profits. 
Humala's team negotiated the new rates with mining firms before sending the bill 
to Congress earlier this month. Though they agreed to the rates, miners have 
warned that further increases could affect the sector's global competitiveness. 
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Social Considerations 

We believe that under the Humala administration the mining sector will have to 
be more effective at community relations and local development to mitigate any 
operational difficulties.  The following are two recent examples of the importance 
of effective community relations.  

Newmont Mining Corporation (NEM.N MC – US$30,639M): In November, 
2011, Newmont suspended Conga in November because of increasingly violent 
protests by residents and local politicians in Cajamarca region.  Problems are 
perceived to have been caused by the population's lack of confidence in the 
environmental impact study and the lack of attention from authorities in 
Cajamarca towards residents. 

The company has strong political support from the President, but the regional 
government does not see eye-to-eye.  Accordingly the central government has 
appointed a three-person panel and given it 40 days to "re-review" the EIA, which 
had been previously approved by Lima. Newmont Mining Corp is confident 
Peru's government will approve the U.S. gold company's proposed $4.8 billion 
Conga project after it reviews the environmental impact permit that has sparked 
protests. 

Bear Creek Mining (BCM.v, MC - Cdn$467M): Recent protests against the 
Canadian-owned Bear Creek Mining Corporation’s (CVE:BCM) Santa Ana Silver 
project, in Southern Peru, Puno, contributed to a severe drop in the company’s 
share price. This one dramatic event is a culmination of months, or possibly years, 
of political unrest in the country, and compounds an uncertain future for foreign 
investment in the natural resource sector. 

Usually, the Peruvian government prohibits mining in the Puno area, but in 2007 
it granted Bear Creek, among other companies, an exception. A day after the 
deadly protests by mostly Aymara-speaking indigenous anti-mining 
demonstrators who say they fear that mines pollute area waterways like nearby 
Lake Titicaca and leave few local benefits, the concession was revoked. 

Bear Creek is disappointed with the administration of outgoing president Alan 
García, who conceded to the demands of protesters, which include the 
cancellation of a $4 billion hydroelectric plant proposed by a Brazilian 
consortium at Inambari, and rescinding a concession for a $950m copper project 
near Arequipa.   

The issues that culminated in Bear Creek’s crisis may have been developing for 
years, including complaints of poor government representation and a lack of 
benefits to local communities and may also be attributed to drug trafficking, 
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smuggling and other illegal commerce in the area, due to its proximity with the 
Bolivian border. 

On July 13, 2011, Bear Creek Mining reported that it has filed an application for a 
Constitutional injunction in Peru, known as an Amparo, against the Peruvian 
Government. The objective of the legal actions are to seek injunctive relief 
against the cancellation of the company's rights to its Santa Ana mineral 
concessions until a court determines whether the Peruvian Government violated 
the company's constitutional rights when it issued a Presidential Supreme Decree 
in June 2011 that resulted in the cancellation of the company's authorization to 
own the Santa Ana mineral concessions. The company and its legal advisors 
continue to maintain that it has complied with all legal requirements and 
Environmental and Social Impact Assessment ("ESIA") procedures, including 
public consultations which exceeded the requirements of the law. The company 
maintains that there was no basis for modifying the Presidential Supreme Decree 
granted to Bear Creek in 2007 which granted the company titles to the mineral 
concessions in full accordance with the law. 

The company believes, however, that a political solution is yet possible with 
Humalla government as every effort is being made by the company to assist the 
national and local authorities in reaching a solution. 

Golden Alliance Resource Corp. (GLL.v, MC - Cdn$6.0M):  Golden Alliance 
was formed as a spin off from Golden Arrow Resources Corporation (GRG.v) 
to focus on its highly prospective Rio Tabaconas property in Peru, while Golden 
Arrow focuses on its Argentinean properties.  In 1998 Golden Alliance Resource 
Corp. acquired a 100% interest in the Rio Tabaconas project for $1.5 million in 
cash, of which $185,000 has been paid.  The Rio Tabaconas project is located 760 
km NNW of Lima in the Department of Cajamarca, Peru, approximately 35 km 
south of the Peru-Ecuador border. This is just South of Inca One’s Huaquillas 
property in the same Department. On June 28, 2002, the company suspended 
further exploration activities at the Rio Tabacanos project in response to the local 
community expressing concerns with mineral exploration activities, declaring 
force majeure (as allowed under its option agreement), while regaining the 
confidence of the local communities.  Around that time, the relationship between 
mining companies and local communities were disturbed after Manhattan 
Minerals failed to convince them to support their mining project and local 
farmers did not want to lose their labor force to a higher-paying mining company.  
In June of 2010, Golden Alliances Peruvian community relations team, headed by 
the Peruvian business and mining icon Augusto Baertl together with community 
relations expert Luis Barrenechea, reached a new level of relations with the 
communities permitting a return to exploration.  In order to return to drilling, 
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however, the company must complete an Environmental Impact Study Report 
(EISR) given that the planned proposed drilling campaign involving is in excess 
of 20 drilling platforms and 50,000 metres in multiple phases, which was 
expected to be completed by now.  In July, 2011, the company reported a delay in 
completing the EISR due to the heightened environmental sensitivities to be 
addressed for the protection of all concerns and matters important to the 
protection of the local way of life and culture.  

We believe that difficulties encountered in Peru have been as a result of 
communication problems, insufficient regulations not involving the communities 
which backfired, management with insufficient expertise in community relations, 
historic contamination of the rivers and soil and not providing training programs, 
which are now mandatory.  

Particular Social Considerations of the Las Huaquillas Project 

Social Initiatives 

Within the area of influence, the company has identified 7 informal villages 
which might be impacted including 800 families involved (direct and indirect, 
averaging 4 members per family).  The families are primarily coffee farmers, of 
which approximately 100 families are directly involved, having coffee farms 
which will be impacted by drilling.  The community relations plan that the 
company has proposed involves, health care campaigns, educational campaigns, 
and working together to improving the current infrastructure, communications, 
employment, land ownership.   

Coffee plantation on the property 
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The primary community relations sustainability program involves improving the 
yield on the coffee farming to all farmer stakeholders (direct and indirect) in 
return for allowing access to drill (for a fee), by temporarily moving coffee plants 
from the area where drilling will be taking place (estimated at $130,000 for the 
first year). To achieve this, the company has been working with Mr. Ibrian 
Fonseca Nunez, who has worked in the coffee industry for 20 years. Mr. Ibrian 
has a demonstrated technique of improving coffee yields through double planting, 
seed sampling, and natural shading. Mr. Ibrian has a successful proto-type of this 
procedure which has double to triple the yield of the average coffee farmer in 
Peru.  His method is envisioned to be applied to the all the coffee farmers in the 
area. 

More efficient coffee planting 

 

 

 

 

 

 

 

 

Marrying two coffee plant 

together, rather than just one 
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Proto-type of Mr Ibrian’s efficient coffee plantation 

 

Past Environmental Liabilities 

There are some past environmental including stream contamination.  It is believed 
that the acid water in the small local stream might be rehabilitated through the use 
of lime stone.  

Local Government Concerns 

The Mayor of San Ignacio province is Mr. Carlos Martinez, who has been Mayor 
for over 14 years. The platform that he used to be elected was heading up the 
Environmental Defense Committee.  Mr. Martinez has been an open anti-mining 
activist, supporting the current President of the Cajamarca Region, Mr. Gregorio 
Santos, who is also an anti-mining activist.  Recently, however, Mr. Martinez and 
Mr. Santos have been named as part of a recall process which started in January 
and is expected to end on May 25, 2012.  During this period the established recall 
committee, which include environmentalists, is collecting signatures to recall the 
President of the Cajamarca region and the Mayor of San Ignacio.  If the 
committee receives 18,000 signatures it can ask for their recall.   So far 9,000 
signatures have been received out of 25,000 signatures expected.  In general the 
committee is un-satisfied with the local government due to alleged corruption, 
embezzlement, un-fulfilled election promises and contamination of coffee farm 
land.  Replacement candidates are believed to pro formal mining and 
development. We note that Inca One plans on presenting the DIA to 
stakeholders in June, subsequent to the recall process. 

Natural shade cover 
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The company believes, however, that should Mr. Martinez remain in power, that 
he would only potentially interfere with the Las Huaquillas project if he can 
garner sufficient support from the local coffee farmers.  We believe, however, that 
this could be difficult given the in-roads that Inca One has made, not only to the 
directly impacted stakeholders, but also in-directly impacted stakeholders as well 
as at the National level. 

After having been to the property and meeting with local representatives and 
local coffee farmers, we believe that the Company has effectively 
implemented social initiatives which should result in receiving community 
support for the project, which is key in obtaining a drilling permit.  We 
attribute this effectiveness to Mr. Kelly’s past entrepreneur experience in the 
coffee industry and Mrs. Vargas’ track-record of success including 
Norsemont Mining Inc. (acquired by Hudbay Minerals HBM.n) and Tinka 
Resources (TK.v). 

Social and Drilling Permitting Process 

There are two types of drilling permits in Peru: the DIA (Environmental Impact 
Statement – Declaracion de Impacto Ambiental) and the EIASD (Environmental 
Impact Assessment – Semi Detailed) Estudio de Impacto Ambiental Semi 
Detallado.  The DIA is applicable for exploration programs that require a drilling 
campaign of up to 20 drilling platforms while the EIASD is for more than 20 
platforms.  Inca One is in the process of obtaining the smaller DIA permit. 

DIA Process 

When the Environmental Impact Statement for the DIA is submitted to the 
Ministry of Energy of Mines; the Ministry has up to a maximum of 45 days and a 
minimum of 7 days to grant approval, which includes addressing and rectifying 
any deficiencies.  This compares to the EIASD term for evaluation and approval 
which could take up to 6 months, depending on the level of detail of the report 
and the level of disturbance. 

In 2008, regulations changed to include a community participation program in 
which the Company must present to the stakeholders of the project, the results of 
the DIA and work schedule for the exploration program. Stakeholders include the 
“DREM” (Regional Bureau of Energy and Mines) - an entity which represents the 
regional government - the Mayor of the province and, if any community is 
involved, to the President of each community, among others.  

Once the stakeholders of the project have received the DIA and have been granted 
sufficient time to review it, the Company schedules a work shop to present it to 
them. The presentation takes one day, which must be recorded, and any 
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commentaries must be resolved that day.   Subsequent to the presentation, the 
company obtains a signed form by the stakeholders to be submitted to the 
DGAAM – Direccion General de Asuntos Ambientals Mineros (General Office of 
Mining Environmental Affairs at the Ministry of Energy and Mines).  

As of the date of receipt of the DIA the DGAAM has a 7 to 45 day period for 
review.   Any deficiencies identified must be resolved within the 45 day period.  
After receipt of a resolution which authorizes the drilling campaign, the company 
may engage a drilling company and prepare for drilling.   

The following outlines the requirements for the DIA, and Inca One’s level of 
achievement to date: 

DIA requirements and level of achievement 

1. Develop a Socio-Economic baseline study (completed) 

2. Environmental Baseline Study (expected to be completed shortly) 

3. Water Studies (completed) 

4. Archeological Studies (expected to be completed shortly)  

5.  Development of the Community Relations Plan (completed) 

6.  Develop a sustainability program (completed) 

7. Estudio de Catastro (Cadastre Study – survey of the current status of the 
surface land, land owners or landholders) (completed) 

8. Develop the drilling application (expected by Q2, 2012)  

9. Provide the files containing the drilling application to the stakeholders 
(expected by mid-May) 

10. Run the Workshop (ie. present to stakeholders) (expected by mid June as part of 

the public participation process) 

11. Submit the drilling application to the Ministry of Energy and Mines 
(expected early Q3, 2012) 

According to this time line, the Company could receive its drilling permit within 5 
months and be drilling by September.  We note, however, that prior to receiving 
the drilling permit, the Company is in position to receive approval by surface land 
owners (possibly by Q2, 2012) to begin the surface work required to make the 
property drill ready.  Surface work includes mapping, sampling, including 
mapping and sampling of access tunnels, topographic work for the drilling 
platforms of historic drilling and geophysics to find new drill target areas. Surface 
work may take up to three months. 
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Las Huaquillas Property, Peru (100% - Option) 

Property Description and Location 

The Las Huaquillas property is located in the Cajamarca Department of northern 
Peru, approximately 1,100 kilometres north of Lima and 14 kilometres south of 
the Ecuadorian border.  From Lima, access to the property may be gained via air 
or road to Chiclayo and then via road to the town of San Ignacio. The property is 
located approximately one hour by truck from the town of San Ignacio in which 
telecommunication, electricity, manpower and lodging are available. The nearest, 
non-commercial airstrip is located in the town of Jaén, 100 kilometres south of 
San Ignacio.  

 

Las Huaquillas Concessions 

Los Socavones Zone 
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Access  
The property is located approximately 14 kilometers west of the town of San 
Ignacio, approximately 18 kilometers or 45 minutes by truck.  

Climate and Operating Seasons  

The property is located within the tropical climate zone of northern Peru. Rain is a 
common occurrence; however, most of the precipitation occurs during the rainy 
season from November/December to March/April. The mean temperature during 
the day is approximately 22 C whereas at night it is 16 C.  

Elevation, Relief and Vegetation  

The elevation on the property ranges from 950 m to 1800 m above sea level. The 
property’s relief is illustrated in Figures 5.2 & 5.3. Most of the property is 
characterized by rugged relief. The vegetation on the property consists of coffee 
and tropical fruit plantations and relict sub-tropical jungle.   

Adjacent Population Centers  

The nearest population center of importance to the property is San Ignacio (pop. 
11,000) located 14 km west of Las Huaquillas. Telecommunication, electricity, 
manpower, and lodging are available in San Ignacio. There are no hospitals in San 
Ignacio.  The village of Las Huaquillas is located on the property. It comprises 
approximately a dozen rudimentary houses and an elementary school. The Las 
Huaquillas inhabitants are coffee growers.  

Water  

Water is abundant on the property at all times of the year.  

Electricity and Petroleum  

Electricity is available in Las Huaquillas located within the property boundary. 
Diesel, gasoline and natural gas are readily available in San Ignacio.  

Mining Personnel  

Most of the local population and locally available work force has a primary level 
education. Experienced exploration technicians and professionals as well as all 
the necessary equipment are available in Piura and Lima.  

Surface Right  

The property owner has not yet entered in a surface and access rights agreement 
with the local communities and land owners. At the current stage of exploration, 
determining the sufficiency of tailings, waste disposal, heap leach, or processing 
plant sites is not applicable. 
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History 

Sulliden became involved in the Las Huaquillas project after reviewing the results 
of work done between 1987 and 1992 by the Cooperación Minera Peruano-
Alemana (CMPA). This six-year program resulted in the discovery of the Los 
Socavones gold-silver epithermal zone which was evaluated to have geological 
reserves of 2.6 million tonnes grading 2.69 g/t Au, 27.0 g/t Ag, 1.09% Zn, 0.34% 
Pb and 0.18% Cu (292,000 Au + AgEqAu ozs).  

Realizing the under-explored potential of this region and more specifically this 
property, Sulliden initiated the process of optioning the complete land package 
during the summer 1996. An option agreement was signed in October 1996 and a 
US$5 million financing for the project was closed in November 1996. 

General Geological Setting 

Regionally, the property is located within an important assemblage of Mesozoic 
and Tertiary volcanic and intrusive rocks. With respect to metallogeny, the 
property lies in the Miocene Metallogenic Belt of central and northern Peru, 
which runs for several hundred kilometres along the western Cordillera. This belt 
has undergone several episodes of deformation and is defined by a large number 
of hydrothermal mineral deposits of different types that were formed between 6 
million and 20 million years. 

The belt is divided into two sub-belts. The western belt is named the Quiruvilca-
Pierina Sub-Belt, and the eastern belt is called the Michiquillay-El Toro Sub-Belt. 
According to our interpretation, and taking into account recent discoveries made 
by other companies working in Peru and Ecuador, the Las Huaquillas property is 
located in the northern extension of the Michiquillay-El Toro Sub-Belt. 

Locally, the property is situated within a major caldera characterized by a 
concentric and radial fracture pattern. The oldest rocks consist of intermediate 
volcanics belonging to the Jurassic Oyotún Formation, and were intruded by 
Cretaceous and Jurassic intrusions of dioritic to granodioritic composition. 
Approximately 50% of the property is covered by Pleistocene and Cretaceous 
sediments. During the course of our geological surveys, several conjugate fault 
systems were mapped. Movement along these faults is interpreted to be reverse, 
based on the juxtaposition of plutonic rocks over older volcanic rocks. Finally, a 
ring-dyke structure mapped in the Cementerio sector is indicative of the potential 
for porphyry mineralization in this sector. 
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Summary of Work 1997-1998 

In 1997 and 1998, Sulliden carried out an integrated two phase exploration 
program including; line cutting, geophysics, soil, stream, rock geochemical and 
geological surveys, and twenty-six (26) diamond drill holes (DDH) were drilled 
by Sulliden, for a total of 5671 m. The gold-silver epithermal mineralization 
discovered along the Socavones trend was followed for at least 2.2 kilometers via 
geophysics, soil and rock sampling and drilling. Five significant mineralized 
zones were identified on the Property: (i) Los Socavones, (ii) El Huabo, (iii) Las 
Huaquillas, (iv) Cementerio and (v) San Antonio. 

The Los Socavones anomaly is a major NE-SW trending mineralized fault zone 
that extends for at least 2.2 km and has a width of approximately 100 m. The 
anomalous zone consists of two distinct Au-enriched pyrite-sphalerite galena 
quartz stock-work zones surrounded by a low-grade gold zone composed of 
disseminated and narrow stringers of pyrite with minor sphalerite and 
chalcopyrite.  To date, 1000 m of its strike length has been drill tested and 400 m 
underground workings including 100 m vertical development has been carried 
out.  Drilling has intersected the mineralization at a depth of approximately 200 
m. The mineralized zone average true thickness is approximately 19 m with a 
maximum thickness of 65 m within the zone’s center, tested over a strike 
length of 500 m. 

 

Underground workings at Los Socavones 
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The Cementerio Cu-Au porphyry system is located 1 km south of the Los 
Socavones zone.  It comprises extensive argillic, phyllic and hematitic alteration 
partly visible along the road leading to the Las Huaquillas village. A 0.6 km by 
0.9 km sub-circular multi-phase diorite intrusion characterized by equigranular 
and porphyritic textures is spatially-related with the mineralization. 

The San Antonio porphyry system is located 1 km NW of the Los Socavones 
zone. It coincides with a prominent copper-gold soil geochemical anomaly and is 
hosted in a calc-alkaline quartz diorite intrusion measuring 0.5 km x 0.9 km. The 
host rock is massive, fairly homogeneous and is composed of 15% well-formed 2-
mm plagioclase phenocrysts lying in a finer groundmass composed of amphibole 
feldspar-quartz-chlorite-biotite-magnetite-sericite. 

The El Huabo Au-Ag anomaly is located near the Los Socavones structure within 
altered plagioclase porphyritic volcanic rocks members of the Oyotún Formation. 
The Porvenir-Huabo Alto silicified ridge is a new target that has emerged in late 
November 1998 after a detailed compilation of all the work since 1996. This zone 
shows up as a northwest trending crest that stretches out 3 km in length by 0.6 km 
in width that is located to the southwest of the Huabo fault. A silicified- pyritized 
cap, a strong arsenic anomaly, textures such silica sinter, vugs and open spaced 
and more importantly, an assemblage of alteration minerals including alunite-
dickite- silica-jarosite characterize the target. These features support the theory 
that this system is epithermal high-sulphidation in nature, representing a 
main target of exploration on the property. 

The Las Huaquillas anomaly is located some 850 m to the NE of the El Huabo 
anomaly. The mineralization is hosted in strongly sericitized and argillic altered 
Oyotún Formation rocks that are cross-cut by narrow quartz veins and 
accompanied by fine quartz vug filling. The geological similarities between the 
Las Huaquillas and the El Huabo anomalies indicate that both are part of the same 
low-sulphidation epithermal system developed along the Los Socavones structure. 

There has not been sufficient drilling and/or sufficient previous excavations at Las 
Huaquillas upon which to base a mineral resource or mineral reserve estimate 
compliant to the standards of National Instrument 43-101.  
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Los Socavones Drill Hole Location Map 

 

 

 

 

2.2 Kilometre Trend Los Socavones 

mineralized zone 
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Epithermal Mineralization: Los Socavones Zone 

The Los Socavones zone is located at the eastern end of a northeast, 2.2-kilometre 
long, gold-bearing structure that also passes through the Las Huaquillas and El 
Huabo mineralized areas. The structure is characterized by 1) a strong, induced 
polarization anomaly extending for at least 2.2 kilometres, 2) a coinciding gold-
zinc-lead-arsenic soil anomaly, and 3) the presence of gold-silver mineralization 
and sericitic alteration. 

The Los Socavones gold zone has been tested via diamond drilling along a strike 
length of 1,000 metres and explored via underground workings along 400 metres 
of strike length and averaging 100 metres vertically. The deepest drill hole tested 
the heart of known mineralization approximately 200 metres below the surface. 
Using more than 20 mineralized intercepts, Sulliden calculated that the Los 
Socavones zone hosts a historic geological resource of 6.57 million tonnes 
grading 2.09 g/t Au and 25.2 g/t Ag (1.5 g/t cut-off), equivalent to 443,000 
ounces of gold and 5.3 million ounces of silver (608,000 AuEq ozs).  The table 
which follows show some of the best historic mineralized intercepts of the Los 
Socavones zone, followed by a drill hole location map and a drill hole cross 
section chart. 

 

 

 

 

 

 

 

Hole From (m) To (m) Length (m) Au (g/t) Ag (g/t)

LH97-07 28.5 70.5 42.0 2.1 24.6

LH97-08 0.0 78.0 78.0 2.7 19.0

LH97-13 181.8 195.3 13.5 2.9 57.0

PD-1 100.3 134.7 34.4 2.7 38.6

PD-2 66.2 80.2 14.0 8.4 105.9

PD-4 39.3 59.5 20.2 2.8 42.8

Mirian 16.0 4.3 43.6

Beatriz 37.0 2.9 30.4

Pilar 42.0 2.6 25.3

Best Historic Mineralized Intercepts of the Los Socavones Zone
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Historic Drill Hole Cross Section 

 
 

Porphyry Mineralization: San Antonio and Cementerio Zones 

Two, large-scale, porphyry copper-gold zones, located less than two kilometres 
from the Los Socavones epithermal zone, were discovered during phases I and II 
of exploration. These porphyry zones present geophysical, geochemical and 
geological features similar to known world-class porphyry deposits described by 
many researchers in the last decades. 

Cementerio 

The Cementerio porphyry system measures approximately 1.5 kilometres in 
diameter and is located immediately due south of the Los Socavones zone. It is 
characterized by a strong induced polarization anomaly, producing a typical 
donut-shaped signature, and a coincident low-magnetic anomaly. The system is 
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outlined by a gold-copper-molybdenum soil anomaly (values up to 1,800 ppb Au, 
2,160 ppm Cu and 104 ppm Mo) that produces a corona-shaped anomaly 
coinciding exactly with the induced polarization anomaly. The surface expression 
of this system is a series of ridges, close to two kilometres in diameter, and 
characterized by clay and quartz alteration with anomalous amounts of gold, 
copper and molybdenum. 

Four holes were drilled, and the most significant intersection to date comes from 
drill hole LH97-04 that tested an induced polarization anomaly located on the 
edge of a strongly magnetic zone. This drill hole intersected 99.5 metres grading 
0.47% Cu, 0.11 g/t Au and 4.5 g/t Ag and was still in the mineralized zone at the 
end of the hole. 

Mineralization is hosted by a sub-volcanic porphyritic andesite with varying 
degrees of sericite, quartz, biotite, potassic feldspar and magnetite alteration. 

San Antonio 

The San Antonio porphyry zone is located one kilometre northwest of the Los 
Socavones zone and is characterized by a crescent-shaped, strong induced 
polarization anomaly coinciding with a high magnetic anomaly. However, the 
most striking feature is a well-defined, 1.6 km x 1.4 km copper soil anomaly with 
values varying between 200 and 2,589 ppm Cu. Sporadic gold values, with one 
soil sample of 2,000 ppb Au, and a discrete molybdenum soil anomaly also 
characterize the zone. A 350 metre-long trench located in the heart of the copper 
anomaly has exposed a highly-leached (saprolitic) quartz diorite with 
approximately 10% limonite veins and veinlets forming a well-developed 
stockwork texture. Although no visible sulphides were observed, the trench 
returned an average grade of 0.13% Cu, including a 28.6-metre section grading 
0.24% Cu and 0.15 g/t Au. 

Diamond drill hole LH97-17, which led to the discovery of this zone, was drilled 
to investigate the southern portion of the copper soil anomaly. Composed of 
quartz-magnetite-chalcopyrite-bornite veins and veinlets in a quartz diorite, the 
most significant mineralized intersection of this hole is 100.7 m grading 0.28% 
Cu, 0.38 g/t Au and 4.5 g/t Ag, including a 21 metre-interval grading 0.46% Cu, 
0.74 g/t Au and 4.9 g/t Ag. The grades of the 21 metre-section are similar to 
average grades of the bulk of the world’s largest porphyry copper-gold deposits. 

Hole From (m) To (m) Length (m) Cu (%) Au (g/t) Ag (g/t)

LH97-04 55.5 155.0 99.5 0.47 0.1 4.5

LH97-17 295.8 396.5 100.7 0.28 0.4 2.6

Best Mineralized Intercepts of the Sa Antonioand Cementerio Porphries
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Mineral Processing and Metallurgical Testing 

Mineral processing and metallurgical testing data are not available for the 
property, however, Sulliden, in its 1997-1998 annual report states that its 
“metallurgical studies indicated good results for gold recovery”. 

Interpretation and Conclusions 

The property is located in a prospective metallogenic belt. This belt is host to 
numerous structurally-controlled gold deposits, copper-gold porphyries and 
related peripheral deposit types. Known epithermal gold deposits within the 
belt range in size up to several million ounces. 

The property has the requisite characteristics to host one or more structurally 
hosted gold and/or copper-gold porphyry deposit. 

Fundamentally, these deposit types require: 

• Appropriate host rocks; 

• Large-scale structures; 

• Evidence of large-scale hydrothermal activity; and 

• Evidence for concentration mechanisms for the minerals of interest. 

Historic mapping and exploration on the property has demonstrated that these 
conditions exist, and may extend beyond the current property boundary. Regional 
faulting and faults related to caldera collapse, combined with erosion, have 
exposed various levels of structurally controlled and porphyry-related mineralized 
systems. 

The upper portion of two porphyries has been exposed (Cementerio and San 
Antonio). Intermediate level stockwork mineralization (potentially the roots of an 
epithermal system) is described in the Los Socavones zone within the Socavones 
structure.  Elsewhere along the same Socavones structure, higher-level epithermal 
targets have been identified; El Huabo and Las Huaquillas (low-sulphidation) and 
Porvenir-Huabo Alto (high-sulphidation). 

To date, only the Los Socavones zone has seen enough exploration to prepare 
resource estimate (historic). The zone remains open at depth and along strike. The 
remaining exploration targets remain largely untested. 

Historic drilling and underground sampling performed on the property indicate 
that surface mineralization of the Los Socavones zone continues at depth; 
however, new drilling within the main mineralized zones is required in order to 
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confirm historical drilling data, build a computerized 3D deposit model, and to 
update the historic resource estimate to NI43-101 compliance. The property hosts 
both structurally controlled gold mineralization and copper-gold enriched 
porphyry style mineralization. Both target types can host potentially economic 
mineralization, and warrant continued exploration. There is currently no 
exploration work being carried out on the property. 

Potential for Extensive Epithermal Gold Mineralization 

The 1998 Sulliden historic resource estimate was based on diamond drilling over 
a 500 metre section of the 2,200 metre long Los Socavones Zone which hosts a 
historic resource of 6.57 million tonnes grading 2.09 g/t Au and 25.5 g/t Ag 
(608,000 AuEq ozs), which remains open at depth.  This historic resource, based 
on 10 drill holes and 20 mineralized intercepts, was estimated to a depth of 200 
metres.  The average true width encountered to date is 19 metres, with some 
intercepts more than 75 metres in true width.  In the table below, we show three 
scenarios for the resource potential of Los Socavones.  The first scenario is based 
on the historic resource estimate, the second “base case” scenario assumes that ½ 
of the projected strike length of the zone is mineralized with depth extensions, and 
the third “Upside” scenario assumes that all of the projected strike length of the 
zone is mineralized with further depth extensions.  Although the “Upside” 
scenario may appear aggressive, it is not out of reach for the company to acquire 
concessions further along strike if the mineralization extends beyond its 
concession boundaries. 

 

Note:  Our “Base Case”and “”Upside”scenarios for our estimate of mineralization which 

might be demonstrated by future drill holes are based on strike length and depth 

extensions of the Los Socavones zone, identified by historic drill holes.  The potential 

quantity and grade is conceptual as there has been insufficient exploration to define a 

resource and there is significant uncertainty as to whether future exploration will result 

in the delineation of a resource.  

Historic Base Upside

Resources Case

Strike 500 1,100 2,200

Depth 200 300 350

Width 25 25 25

SG 2.6 2.6 2.6

Tonnes (M) 6.57 22 50

Grade (Au g/t) 2.1 2.1 2.1

Grade (Ag g/t) 25.2 25.2 25.2

Au Ounces (M) 0.4 1.5 3.4

Ag Ounces (M) 5.3 17.6 40.6

AuEq Ounces (M) 0.6 2.0 4.6



INCA ONE RESOURCES CORP. March 9, 2012 

 

Page 30 of 32 

 

Our estimates are conceptual in nature, but believed to be realistic based on an 
epithermal model; given the size of the mineralizing systems and structures, the 
demonstrated large-scale hydrothermal system(s) and the confirmed enrichment 
of mineralization (as demonstrated by Los Socavones and the San Antonio and 
Cementerio porphyry zones).  Potential quantity in grade is conceptual and there 
is insufficient exploration to define a resource. 

Financial Position and Outlook 

Note: The Company cannot predict whether any financing alternative, if undertaken, 

could be completed to avoid meeting its cash requirements over a reasonable period of 

time. 

The Company currently has Cdn$0.9 million in cash.  Subsequent financings are 
envisioned for completion of the social and drilling permits, surface work and an 
initial 5,000 meter drilling program.  

The table below shows an average in-ground valuation of gold exploration 
companies of approximately US$40 per ounce and an average take-over value of 
approximately US$100 per ounce.  Based on these metrics and assuming resource 
potential of between 0.6 and 4.6 million ounces of gold, we believe it is 
reasonable to estimate share price potential of between Cdn$0.60 and Cdn$2.40 
per share and a potential take-over price of between Cdn$2.00 and Cdn$5.80 per 
share in our 0.6 and 4.6 million ounce scenarios respectively.  This is subject to 
the company receiving its social and drilling permits and raising sufficient capital 
at a reasonable price for a significant drilling program (see disclosures on pg. 2). 

EV/oz Comparables 

 

sym Share Price Shares Market Cap. Net Debt EV Au MI&I EV/oz

(Cdn$) (M) (US$ M) (US$ M) (US$ M) (M ozs)

PMI Gold pmv-v $1.30 221 $280 -$22 $257 4.5 $57

East Main er-t $1.23 98 $117 -$17 $99 1.9 $52

Esperanza epz-v $1.55 51 $77 -$22 $55 1.2 $46

Orezone ore-t $2.48 84 $202 -$35 $166 4.0 $41

Bellhaven bhv-v $0.44 108 $46 -$7 $39 1.0 $39

Inter-citic ici-t $1.26 118 $144 -$22 $122 3.81 $32

Integra icg-v $0.44 63 $27 -$5 $22 0.7 $32

Sunward swd-v $2.20 141 $301 -$56 $245 8.3 $30

Mansfield mdr-v $1.12 51 $55 -$4 $52 2.1 $25

Rio Novo rn-t $0.65 114 $72 -$29 $43 2.2 $20

Average $37

Inca One IO-v $0.50 34 $16 $4.1 $21 0.6 $34
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Catalysts 

April – begin surface land-owner approval to begin surface exploration work 

June – results of surface exploration 

June – receive drilling license 

August – commence Phase 1 drilling program 

October-November – drilling results 

We believe the two key catalysts for the company will be obtaining its drilling 
license, followed by drilling results.  It has been our observation that upon 
producing a discovery hole (such as historic hole LH97-08, which intercepted 78 
metres @ 2.7 g/t au from surface), the shares of a mining company typically 
discount the potential for an initial one million ounce deposit, which we estimate 
would be a US$40 million enterprise value in the case on Inca One, or Cdn$0.80 
per share (subject to financing – see “Disclosure” on pg. 2).  Subsequently the 
company could drill the full potential of the property, subject to further financing 
and adding shareholder value. 
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Disclosure: Some or all of the contents of this report are based on a report produced by 

Wolverton Securities Ltd. for Inca One Resource Corp. for which compensation has been 

paid.  

Inca One Resources Corp. 
507 - 700 West Pender Street. 

Vancouver B.C. V6C 1G8 
ir@incaone.com 

Phone: 604.669.9788 ext. 202 
Fax: 604.669.9768 

 


