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The downsides?

The only material downside risks are exploration and political.  Exploration risk is self explanatory – we need to get lucky as well as being good explorationists.  Fortunately, that is offset by the fact that there has never been much modern exploration work done at Benzdorp, nor is there much competition in the country, so Suriname must be considered very prospective.  The political risk is manageable and getting better all the time.  Suriname is a small republic only 27 years old that declared independence from Holland in 1975.  It has been a functioning democracy since that time except for a brief period in the early 1980’s when there was a coup d’ etat.  However, the military leaders soon lost whatever popular support they had because of their poor management of the economy and new elections were held in the late 1980’s.  If anything, the political risk is primarily one of delays – there are 51 seats in the parliament and 18 political parties, 9 of which hold at least one seat.  Therefore, every government is a coalition where give and take is required to accomplish anything.  On the plus side, Suriname has still has some of the highest literacy rates and lowest crime rates in South America.

In late August, Cambior announced they are going to invest $100 million US to build the first modern gold mine, at Gros Rosabel, with construction to start late this year.  This is a huge vote of confidence in the country from Cambior and it was facilitated by key changes to the operating agreement between Cambior and the government.  This government has been very pro-active in trying to attract business investment in the country.  That was also a key for us finalizing our title to Benzdorp.  This government is much more pro-active than the previous one and we’ve managed to not only secure title, but also significantly improve our own operating agreement.

How did Canarc end up with the Benzdorp project?

When we ventured into Suriname in 1993, we went straight to the top.  Everybody from the Minister of Mines on down pointed us towards the Benzdorp area as being a key gold area.  It was, at that time, under contract with the state mining company so over the course of the next three years, 1993 – 1996, we negotiated the first-ever contract to develop the gold potential at Benzdorp with the State Mining Company – Grassalco.  Between 1996 and 1997, Canarc invested almost $2 million US doing broad scale reconnaissance sampling and mapping.  We were still only able to touch the eastern most 5% of the property.  It is a very large property – 138,000 hectares.  That’s almost 400,000 acres.  

What have you found so far at Benzdorp?

On the basis of thousands of silt and soil samples, we were able to identify twelve prospect areas that held good potential.   We went into those twelve prospect areas, and did some initial follow-up by augering 5-10 metres deep in order to remove any risk of enrichment or depletion in our sampling.  Very quickly we recognized that one prospect area stood out – JQA.  It consistently delivered one gram plus numbers from the deep augering and machine trenching and it was bulk tonnage porphyry style mineralization.  We subsequently recognized that several of the prospect areas were of the same type of mineralization but we have not yet been able to do follow-up work on them. 

Several other prospect areas are of the higher-grade shear vein mineralization.  As an example, we’ve got one deep auger hole that ran 4 metres of over 400 grams per tonne.  We’ve not done any follow up yet on that so some serious follow-up work has to be done on the high-grade veins.  We did dig three trenches, two of them within the porphyry-style JQA target.  They returned between 68 and 82 metres of 0.8 to 1.2 grams grades, each open at both ends.  A third trench down on the JQS target returned 2.7 grams over 20 metres, still open at one end.  What we have defined at JQA is a kilometre long and between 50 and 250 metres wide, ranging from 0.5 to 1.5 gpt everywhere, open in all directions.  It is covered to the north and west by the same creek.  It’s covered to the east by the laterite cap on the hillside.  It’s crossed to the south by another small creek.  But in each direction, mineralization re-appears on the other sides of the creeks.  So this thing could actually cross those creeks and hook up with other porphyry style mineralized zones. 

What is the target size at Benzdorp?

JQA alone, to 250 metres in depth, assuming a one gram per ton average grade, would be a 2 million-ounce target.  If we could show that JQA links up with JQW or JQS, then we are talking a 5-10 million-ounce target.  If it links up with both of them, we are talking about a 10-20 million-ounce target.  So that’s why we are so keen to get back to work.  The scale opportunity here is large.

Why did Placer do such a sweet deal with Canarc?

We had a number of majors in 1997 come look at the property and do their own sampling.  As a result, we ended up signing a deal with Placer Dome in late 1997 to earn a 60% interest in the project.  It is probably the sweetest deal of my career!  They were going to pay us $20 million US cash over five years, cover all the exploration expenses, development expenses, costs of feasibility and once they delivered a bankable feasibility study, they had to arrange our share of construction costs.  Placer told us they needed 5 million oz to their own account for the project to be a success so that presumed an 8 million oz deposit.  That is why Placer was so aggressive.  

The upside on this project is that if we are successful at finding, say, five million ounces, then it would be enough to solicit take-over bids for the company and that’s the best way to make money for stockholders.  At a minimum, we have a high degree of confidence that we can find at least 2 million ounces at JQA.  There are numerous other prospect areas where we only collected a couple of dozen samples in each.  Like I said, this is a belt, not a deposit and if we were only able to find 2 million ounces at JQA, then we would turn our attention to exploring the other prospect areas in order to build up an inventory in that 5 or 10 million ounce range.

Does Placer want back into Benzdorp?

They have not contacted us since our news announcement a month ago but I did see them at the PDA and they expressed a desire to get back on the project.  As with the other major companies, we are going to wait until we get the results from the next phase of work before we talk to them again.  Our view is that as long as gold is in a bull market, then Canarc should be striving to finance the trench and drill programs ourselves.  If gold takes a backward step into a bear market, then it would be smarter for us to reduce our risk and bring in a partner to do the drilling.

Aren’t those grades a bit low?  How do you get turned on by one gram per tonne?

Absolutely, the grades look like they are low.  However, there are both good geological examples as well as mining examples for what we are trying to achieve at Benzdorp and those basically set the model for chasing one-gram grades. There is a wonderful example of a low grade mine making good profits right to the south of us in Brazil called the Brazilia mine, operated by RTZ, which happens to be the world’s largest mining company.  They have a very large gold deposit that runs 320 million tons of .4 grams and they make good money on it every year.  The reason is very simple: in the tropics, the top 50-100 metres of rock are rotted to clay.  It’s called saprolite.  Rotted saprolite ore doesn’t need to be drilled or blasted or crushed.  So you cut out huge capital and operating expenses in these types of ore bodies.  You can literally dig them up with a shovel, put the ore on conveyor belts or haul trucks, and send it off to the recovery circuit.  At Brazilia, they have a flotation circuit and a leach circuit largely because of some clay issues that we don’t expect at Benzdorp because the style of mineralization is different.  Nonetheless, here is a mine that has a $4 per ton gross value, $3 per ton recoverable value, and their operating costs are $2 per ton so they make $1 per ton net cash flow.  But they move 18 million tonnes a year!

At Benzdorp, we have grades averaging 2 ½ times that and other zones like JQB running up to 400 grams.  We think the mining model at the Brazilian mine will apply to the top 60 or 80 metres at Benzdorp which should give us very quick payback, even on a major capital investment.   This is a sizeable mine we are looking for.  The first few years of operation would be soft saprolite ore with a very low strip ratio, very low capital and operating costs and therefore speedy payback.  Compared to other gold mines in the Guyana shield like Omai or Cristinas, Benzdorp grades are lower and yet it is potentially much more profitable because the soft saprolite ores.  Once we get  below the saprolite,  our economics become much more similar to the Kemess or Fairbanks mines, both of which generate healthy positive cash flows from orebodies considerably lower grade than Benzdorp.  They are running at .8 gram per ton grades processing hard rock ores at Fairbanks.  Kemess is running a quarter percent copper and .3 grams per ton gold, also in hard rock that has to be drilled, blasted, crushed, etc.  And yet both are now making good profits.  So once we’ve paid back our capital from the saprolite at Benzdorp, we believe even half percent copper and half-gram gold would be a wonderful moneymaker.  You need that saprolite oreto pay back the capital.

If Canarc finds what it is looking for, what are your dreams, assuming technicolor?

Again, we can do a simple analysis.  If you look at our peer group, their resource ounces are worth in the order of $10.00 US per ounce in terms of their market caps and for feasible ounces, $20 or $30 US per ounce seems to be the going rate in the market caps of junior companies.  Canarc currently has a market cap of about $20 million Canadian so that is about$13 million US.  We happen to have a 1.3 million-ounce (Not NI43-101 Compliant) resource at our New Polaris minesite in BC so you can certainly argue that Canarc’s entire market cap is based on $10 US per ounce at Polaris and Benzdorp is free.  That’s a good rationale to buy the stock because your downside risk is protected by the Polaris ounces and you have the huge upside potential from Benzdorp.  If we find 5 million ounces at Benzdorp, and take it all the way through feasibility, then apply say, $25 US per ounce to 5 million ounces, that’s $125 million US or $200 million Cdn in market cap.  For Canarc to get from here to there, that’s a ten-fold increase in market cap.  Even if we allow for 20% dilution, 8 times the current share price is a $4 stock.  Four dollars a share is a decent return on investment for people buying in at $0.45 or $0.50.  

Once again, what can go wrong?  You still have the price of gold?

The price of gold is out of our hands but we have a reasonable comfort level that we are just entering into a second leg up in the new gold cycle.  The trading action on gold in the high teens and low twenties is actually very attractive.  I think it is consolidating here and it could break through $330 - $340 in the next few months.  

You do have other assets we haven’t talked about.  Briefly tell us about the mine in BC.

Our principal asset has always been the New Polaris project in BC, where we have invested $18 million Canadian and we basically took an old mine from no reserves up to 1.3 million ounce resource ounces (Not NI43-101 Compliant) and it’s open in all directions.  What we are doing at Polaris right now is trying to refine our metallurgy and better define our resources.  There is a current metallurgical program going right now to try and replace the autoclave in our process flow sheet with a bio leach circuit.  The huge advantage there is that we could save $10 - $15 million off our capital costs and $20 - $25 an ounce from our operating costs because if you can imagine, an autoclave that operates at very high pressure and temperature, it not only costs a lot to build, it takes lots of fuel to operate.  Whereas the bio-leach process which was considered cutting edge technology in the mid 1990’s is now accepted as a conventional technology world-wide.  There are numerous commercial operations using bio leach in both Australia and Africa.  We are trying to replace the autoclave with bio leach because the capital costs are a fraction of that and the operating costs require a fraction of the fuel.  

We are also doing a recalculation of the resource model because we found some flaws in the old resource that once removed will enhance the resource numbers slightly.  Lastly, once we have both the new metallurgy and the new  resource model, we can do a new scoping study this coming winter that should be the basis for projecting a trigger price for Polaris as low as $320 instead of $350 or $370.  So that would be a very important event for Polaris.  Our neighbor, Redfern Resources, is also expecting to finally receive their final government permits for their copper-zinc mine across the river from us.  Polaris will then be ready for either a financing or a partner.

One last question, before we leave you. Where would you predict gold to be by Christmas this year, July 1st next year and Christmas next year?

I am calling for at least $340 in the next three months before it backs off.  It should get through $360 next year, but by July, I think it will have backed off to $340 again and then by year-end next year, I think it could be heading for $375.

Thank you very much, Mr. Cooke.
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How did Canarc end up exploring for gold in Suriname?





The short answer to that is that we were one of the leaders in the rush down to Venezuela in early 1993 after the huge Las Cristinas gold discovery was announced by Placer Dome.  But we felt if we were going into Venezuela, we might as well do some homework on the rest of the Guyana Shield and we liked what we saw further east in Suriname.  It was attached to Africa before the Atlantic Ocean opened up and the whole West Coast of Africa has been prolific for gold, particularly Ghana.  So we liked the gold prospects there, went to Suriname in March of 1993 and ended up with two of the largest, richest gold areas in Suriname.





 The reason we stayed there, unlike Venezuela, is that it’s not politically corrupt, just slow.   We had our own problems with the government between 1997 and 2000.  They just stopped speaking to us and since we weren’t prepared to deal under the table, we tried various legal routes to enforce our rights and finally realized we might as well wait until they were voted out.  That actually happened in 2000 when the lead party, the NDP, was demolished in the election.  Since that time, we have had a good relationship with the government.  





What is the upside potential geologically?





The main reason to be in Suriname is for the sheer geological upside.  Suriname in particular has phenomenal gold potential. This part of the Guyana Shield has been prolific for over 100 years producing placer gold from the river gravels.  The first thing that catches your eye is just how many creeks are still being worked every year.  With the rain season, it seems every creek recharges with gold from upstream and the illegal Brazilian garimpeiros who come in  basically have full-time jobs if they want them.  Obviously, virgin creeks are far more productive but even creeks that have been worked several times over do seem to re-charge every year.  The Guyana Shield in Suriname occupies basically the north and east quarter of the country so that is where our two main projects are located - Sara Creek and Benzdorp.





Geologically, classic shield areas typically have both high grade shear-vein deposits as well as lower grade bulk tonnage deposits that occur in belts.  In mature mining belts like the Ashanti camp in Ghana or the Timmins camp in Canada (each with more that 50 million oz gold in combined past production and present reserves), it is getting quite difficult to come up with significant new finds.  In Suriname, however, we recognized the  potential to actually control an entire belt.  That’s what we believe we have at Benzdorp.  So that is the upside geologically.  It’s not just looking for one or two million ounces, but the opportunity to find five or ten or twenty million ounces.  
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