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About the Author:

Jim’s international mining industry experience
provides a solid platform upon which to carefully
select projects and management groups for
research coverage. He has over 25 years of
industry experience with major Canadian and
international mining companies Cyprus Anvil
Mining, Amax of Canada, Canada Tungsten
Mining, Noramco Exploration, Barrick Gold,
Eldorado Gold and Pacific Rim Mining and the
Government of Canada. His research primarily
focuses on the junior exploration sector to identify
early stage opportunities that can provide the
greatest leverage. Additionally, Jim follows new
explovation projects with a high probability of
advancing to the development stage or production.
His global research concentrates on gold, silver,
copper, lead, zinc, nickel, PGMs and diamonds.
Jim is a professional geologist and registered
professional engineer.
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Asian Mining Investment Opportunities: Its Not Too Late

For investors intent on capitalizihg on continuing
commodity demand in Asia, driven largely by China
where annualized growth in China was 10% in Q106,
there are plenty of choices to consider — whether
they be with mining companies exploring in Asia
or perhaps in other countries where the product is
destined for Asia.

With copper, lead, zinc and gold prices climbing

daily to new highs it is understandable why
both Canadian companies are seeking project
development opportunities in China and why
Chinese integrated mining companies are seeking
new sources of concentrates in the international
market. While there are specific risks in the various
Asian countries that, at times, dissuade investments,
the opportunities are significant for those companies
with a project that can produce a commodity in
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high demand - be it coal, copper or gold!

A brief look at the two metal charts tells the story
— metal prices are high due to low supplies and
continuing high demand.

Other than the above macro economic issues,
key to aftracting foreign investment capital for
Asia is security of title, that once granted, the ftitle
fo asset ownership is irevocable as long as the
terms are met under the mining act of the country.
The ownership of an asset is defermined based on
laws that are applicable to domestic and foreign
companies equally; the ownership is not subject to
change and it is subject to challenge only if there
has been a misrepresentation based on law. Legal
fitle is exceptionally important when an asset is
being used to raise equity financing or the asset is
the subject of sale. Mining companies will always
seek ways to monetize value, even if that means
selling the right to develop a project to another
mining company. Lack of transparency in many
cases is what makes the larger companies stay on
the sidelines and they will often work through juniors
to reduce their risk. If fitle issues are not clear and
restrictions on the sale of an asset would make it
almost impossible to debt finance development
projects as large banks assess the risk to be too high
if the security of title is suspect.

Mining companies world wide understand that
they don’t actually own the minerals in the ground,
but they secure the right to exfract them, process
them and sell them based on commercial terms.
The minerals (including oil and gas) are generally
always owed by the State and the company
obtains the right recover them as long as they are
legally entitled to do so. The product extracted from
the ground should also be freely fraded - that is sold
based on the world price and on commercial terms,
not subject fo some form of fixed pricing structure.
These are the general rules that apply to mining
companies in Canada and have made Canada a
very significant resource based economy.

In Mongolia, for example, a country that re-
wrote their mining laws at the end of the 1990's
fo allow foreign mining companies fo confrol
100%, attracted significant increase in activity
and investments. Additional incentives were
provided in the form of specific tax free periods
that encouraged development of projects. Mining
is a very high risk business that offen can generate
significant employment and tax benefits fo isolated
regions where employment opportunities are often
the bleakest.

In Mongolia today, there is one world class project
owned by Ivanhoe Mines that has become the
focal point of many opponents who believe that

the state government should have a much larger
say in ifs development by “preserving” a larger
amount for the state. Unfil this issue is resolved,
investors will tend to discount the value of the asset
and will most assuredly be reluctant to invest in other
projects in the country. The ownership issue and
other proposed changes are now so uncertain the
states will participation that many companies have
curtailed the efforts or are could even leave the
country completely for more attractive countries.

We next can furn to Viet Nam as an example
of another country that is attracting foreign
investment, - not because of any significant
changes to the mining laws, but rather because it
was under explored and is strategically positioned
in Asia. Tiberon is developing the Nui Phao tungsten-
fluorspar project that is a 2 hour drive from Ha Noi.
The successful development of this project could
lead to considerably more exploration and mine
development as the country demonstrates that
it has taken steps to ensure invested capital can
be done on competitive terms and that the rules
governing mining fitle are secure

The issues in China are much more complex
than even Mongolia. To begin with, there is still
confusion over the grades of deposits that a
foreign mining company can actually develop
as there are historical precedents of gold grade
and metallurgical issues, that preclude “easily
mineable” deposits from being made available to
non-Chinese companies. Although these policies
have largely been abandoned, they still persist.

Secondly, if a company makes a discovery on its
exploration license, it may not be awarded the
mining license — it has a “priority” right fo apply for
the mining license, but does not have exclusive
right. This aspect alone, is very harmful to a mining
company that may spend significant monies to
discover a deposit and then to not be able to
obtain a mining license can be extremely harmful
to investors —if that were the case then why would a
mining company want to make the discovery in the
first place? The layers of bureaucracy in the varying
licensing issues (prefect, county, province, state)
can burden a project in consideration of the timing
sensitivity that the capital markets expects.

Investors willgenerally be able to invest at a discount
in companies working in Asia — but for those willing
to take on some of therisk, there are many excellent
companies with advanced stage projects, some of
which are summarized in below.

In addition to mining companies active in Asia,
there are many developing projects in Canada
that can also be attractive to investors as they are
marketing their products to Asia. We provide a
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synopsis of recent business arrangements between
Canadian companies with projects in Canada that
will likely be funded by Chinese interests.

Bc Metals Corporation has entered info discussions
regarding their Red Chris copper gold project
in Brifish Columbia with Jiangxi Copper Mining
Company regarding development of the project.
The joint venture agreement (which is only at
the discussion stage) would see Jiangxi provide
financing to develop Red Chris and likely process
the concentrate within China at Jiangxi extensive
facilities.

Canadian Royalties Inc. has signed a Memorandum
of Understanding with Jinchaun Group Ltdregarding
development of the Raglan Nickel project in
Quebec. The agreement provides for Jinchaun to
design and construct a process plant in a remote
region of northern Quebec.

Pinnacle Mines Ltd. has entered into an agreement
with Zijin Mining Group Co. that provides for a
private placement with Pinnacle for $C1.95 million.
The money will be used for exploration in Canada
and China. Zijin is to appoint two members to the
board ot Pinnacle and will also make available fo
Pinnacle various projects in China for consideration
of forming joint ventures.

Although we have not seen any cooperative
arrangements in Canada regarding uranium at this
point in time, it will not surprise us to see this in the
near term as China has embarked on significant
expansion of its nuclear generating capacity.
China recently inked a deal with the Australian
government for the country supply as much as 44
million pounds of U308 annually in the future, which
could lead to a doubling of current production.

There are numerous Canadian Companies active
in Ching; these include: Silvercorp Metals Inc. (Ying)
, Minco Mining and Metals (Anba) , Asia Now;
Minco Silver, Southwestern Resources (Boka)
Golden China Resources Corp (Byinhar and Nibao)
.. Jinshan Gold (Chang Shan Hao or 217), Mundoro
Gold (Maoling) . Eldorado Gold (Tanjianshan) ,
Continental Minerals (Xietongmen) , Maxy Gold
( MIDU). Companies such as Silvercorp have clearly
demonstrated a foreign owned company can
obtain a mining license and a company like Jinshan
Gold can move their projects closer to production
as they have now applied for a mining license.
Each of these companies provides opportunities for
investors that range from advanced development
stage projects to exploration.

Immediately after Southwestern’s high grade gold
discovery at Boka, there was considerable interest
by the capitalmarketsin China-thislasted for about

three years until a joint venture that Mundoro Mining
controlled was not able to obtain its business license
renewal and subsequently was not able to obtain
the renewal of the exploration license for Maoling
gold project. Since this project is now the largest
gold deposit in China and if developed could well
become China'’s largest gold mine, capital market
interest in China has declined considerably. The
fact that a business license has not been renewed
after some 8 months sends a compelling message
regarding security of title (in this case business title).
Because of this issue many investors are reficent to
finance companies with projects in China.

However we can point to the success of Silvercorp
who have taken the Ying silver project from
exploration and are now developing the projectinto
a mine. Like wise, Jinshan Gold is also developing
a gold mine at Chang Shan Hao (Inner Mongolia)
as it soon expects to receive a mining license. So,
despite setbacks with one project, companies
can raise capital and will continue with mine
development. However, financing for a specific
mine development project is one thing; financing
an exploration company who is just embarking on
initial activity in China would sfill be difficult.

Investors considering a resource company for their
investments are best to have a basic understanding
of many of the technical issues — understand
basic commodity cycles, capital market issues
such as relatfive valuation of companies, market
capitalization  of companies, management
strengths and weaknesses;. They must have basic
understanding of mining and exploration terms such
as the importance of grade, and economics to
realize investment gains. Mining investment is a very
high risk game that can be significantly rewarding;
it takes many exploration projects to make a mine,
in some cases the odds could be 1,000 to 1.

Locate a knowledgeable advisor who can work
with you to gain an appreciation of a company and
study company websites which are most helpful.
Given disclosure requirements in Canada, there is
much information available on the company such
as number of shares issued and directors and also
on the project. Study the history of financings and
the price of a stock to determine why it has gained
or lost value in the recent past.
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