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Now more than ever, investors simply can't afford to wish upon a star and
hope the drill bits will deliver something; they need to focus on miners that
have what it takes to get through the down times, says Thibaut Lepouttre,
editor of Caesars Report, a newsletter and mining portal in Belgium. In this
interview with The Gold Report, Lepouttre reveals the results of his search
over five continents to find those juniors in gold, iron ore and tungsten that
offer superior value.

Source: Kevin Michael Grace of The Gold Report

The Gold Report: German Finance Minister Wolfgang Schauble said last month,
"The Eurozone is clearly on the mend both structurally and cyclically." How do we
square this statement with the record high unemployment, economic contraction
and soaring debt of the southern Europe Eurozone members?

Thibaut Lepouttre: We must look at this statement in the light of the German
elections in September. Schauble belongs to the same political party as Angela
Merkel, and he was giving us a pep talk to help his chancellor get re-elected. Based
on what | see here in Europe, | don't have the impression that things are getting
much better, and | think many more structural reforms will be necessary before that
happens. The high yield on sovereign debt and the undercapitalized banks have
been dealt with on an if-needed basis, without tackling the underlying, chronic
problems.

TGR: In Spain, for example, there is 27% unemployment. What kind of political
pressure does this put on the Eurozone? Do you think that Spain, Greece and ltaly
can be kept in the Eurozone?

TL: I don't think the Eurozone will split up because for most of its countries the
advantages of staying in the Eurozone outweigh the negatives. If any country were
to leave the Eurozone and depreciate its new currency, it would be beneficial in the
short term but harmful in the longer term because it would be tougher getting its
debt financed on the international markets. And having depreciated once, most
investors won't trust it again, fearing further deprecations. Now, because of the
single currency, Greece can easily find an investor in, for instance, Germany or
Belgium, while it would mainly be limited to domestic investors if it were to get out of
the Eurozone.

That said, | think the European Union is
largely responsible for the crisis in southern
Europe. Not only did it allow dubious
countries to join, it also supported dubious
spending. In a specific area in Spain, there are four parallel roads and two railroads
in an area just three kilometers wide. Lots of Spaniards bought second houses or
apartments, and thanks to the availability of cheap mortgages, people could
actually pay them over 40, 50 or even 70 years. The last example would take three
generations to pay off. It is painfully clear now that there was an urgent need for a
banking regulator that could have scrutinized the lending of money to people who
couldn't afford it.

"l like to see a management
team with a track record.”
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TGR: Could natural resources help regenerate the European economy?

TL: No question. ltaly has oil and gas. Greece has gold. Cyprus has gold, copper
and even gas. Spain has gold, copper and silver, and Portugal has tungsten, gold
and copper. In Spain, it would make sense to recentralize the mining permitting
process because every decision now is made by a local government. This way,
mining could be encouraged on a national level and several thousand or even tens
of thousands of jobs could be created.

If this recentralization were to occur, it might

then be possible for Spain to institute a 5% "A company must present
gross production royalty on gold mining so to investors and potential
it would receive gold that's being mined in investors a clear path and
the country as bullion for its vault. This timeline toward production
could strengthen the balance sheets of its because now all anybody
national banks. By contributing increased cares about is adding cash
labor and tax flows and increased gold flow.”

holdings on the balance sheets of the

national banks, mining could be a huge boost to Spain and to any other country in
southern Europe that would take such measures. To clarify, this potential 5% royalty
is my personal thought and not an official law.

TGR: Aren't large-scale environmental protests against mining in Europe a serious
problem?

TL: There are always protesters. | agree that every modern mine should be as
environmentally friendly as possible, but in the end governments need to balance
potential environmental problems against job creation and increased tax revenues.

TGR: You predicted in May that gold would trade between $1,250—1,500/ounce
($1,250—1,500/0z). You have been proven correct. Where does gold go from here?

TL: We've had very strong resistance at $1,410/0z, and when gold tried to break
through just a few weeks ago, it dropped right back to the $1,300/0z level. | believe
that gold will continue to trade sideways from here: between, let's say, $1,200
—1,410/0z. I'm not sure what kind of major economic catalyst could resultin a push
strong enough to break through this resistance.

TGR: The Federal Reserve has backed off from tapering quantitative easing (QE).
Will this raise the price of gold over the long term?

TL: We've seen QE over the past three years, including the past two years when
gold fell in price. The continuous printing of money by the U.S. will definitely be
beneficial to the price of gold, but the problem is that this new money will cause
inflation only when the velocity of money rises again. In a normal economic cycle,
this happens between 24 and 36 months, but now the velocity of money is much
lower than normal. | think we'll see inflation rising 48—60 months after the printing
started, that is, within two years from now. And that will indeed benefit the price of
gold.

TGR: Times are tough, and there's little margin of error for successful investors.
What qualities must mining companies demonstrate for investors to favor them?

TL: | like to see a management team with a track record. The era of inexperienced
managers is over. Further, a company must present to investors and potential
investors a clear path and timeline toward production because now all anybody
cares about is adding cash flow. In addition, the project must be financeable. | don't
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think any company would now be able to find financing for a $2—3 billion low-grade
copper project in Chile. Finally, in this downturn, effective transparency is more
important than ever because investors always want to know what the company is
doing behind the curtain.

TGR: You have spoken in the past of the importance of jurisdiction in resource
investment. In this regard, what do you like about Australia?

TL: Australia, like Canada, is a real mining country with many skilled and
experienced people who are subject to very clear mining code. The jurisdictional
risk is close to zero, as Australia realizes it needs its mining sector to support its
entire economy. It's a great place to work. A few years ago, Australia instituted a
new levy called the Minerals Resource Rent Tax (MRRT) to garner a larger share of
mining profits. There was a huge protest against this tax, and last year, the first year
it was implemented, it generated only $200 million ($200M), instead of the expected
$3 billion. So | think Australia will abolish this tax within the next few years as the
negatives outweigh the benefits.

TGR: Could you name some Australian companies you like?

TL: There are three | like. Iron Ore Holdings Lid. (IOH:ASX ) is a prospect generator
that identifies and advances iron ore projects, then sells or joint ventures them,
including with big names like Rio Tinto Plc (RIO:NYSE; RIO:ASX; RIO:LSE;
RTPPF:OTCP). It has a joint venture on its Iron Valley project (that should go into
production in 2014) whereby Mineral Resources Ltd. (MIN:ASX) pays 100% of the
capital expenditures, and Iron Ore Holdings receives a royalty sales, which could
bring in about $20-30M per year at current prices. So the company has about $70M
in cash and continues to work on two other advanced-stage projects.

TGR: What's your prediction for the price of iron ore?

TL: It's currently trading around $135—140/metric ton ($135-140/mt) of 62% iron
content. This will drift down to maybe $110/mt because a lot of new projects are
coming on-line and onstream, and even though the Chinese economy is still
growing, it's growing at a slower rate. | think we should expect a long-term price of
about $100/mt.

TGR: How much does iron ore depend on the Chinese economy?
TL: About 60—-70% of Australia's iron ore is being shipped to China.
TGR: Where do you stand on the future of the Chinese economy?

TL: That's a difficult question because we just can't rely on any numbers the
Chinese produce. There's not a lot of transparency. Without trying to sound like a
conspiracy theorist, itis possible China is trying to hide things from the rest of the
world. | do believe its economy is still growing, but | also believe the world will have
to accept single-digit growth instead of the 10-12% we've become used to.

TGR: What's your second Australia-listed pick?

TL: Beadell Resources Lid. (BDR:ASX) is a great operation. It operates the Tucano
project in Brazil, a 5 million ounce (5 Moz) gold and iron ore deposit with
underground potential. It will produce about 200,000—225,000 oz (200—225 Koz)
next year with a steady rate of production of about 150 Koz per year, and this
should generate about $90—100M per year in operational cash flow. Beadell will be
debt free by the end of next year and will be in a really strong position to acquire
new assets and continue to grow.
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When the company struck its financing deal

"Investors need to take a for the Tucano project, it hedged about 150
look at companies with Koz of gold at $1,600/0z. In hindsight, that
cash in the bank, real value was a great move that enables the sale of
in the ground and gold at $300/0z above the current spot
management that can price. Beadell will also start to ship iron ore,
deliver the goods." starting probably early next year, and this

could add another $15-20M to its bottom
line.

TGR: What's Beadell's production price for gold?

TL: At this point, the company is mixing ore with a high-grade part of the deposit,
and the production costs should be around $450/0z. This should increase toward
$650-700/0z when it reaches steady-state output. Long term, I'm looking at a 150
Koz per year output at $700-750/0z.

TGR: And your third Australia-listed pick?

TL: Papillon Resources Inc. (PIR:ASX), which owns the 5.2 Moz Fekola gold
project in Mali. The company's recently released prefeasibility study outlines 300
Koz/year gold at an all-in cost of $725/0z. Because the capital expenditure (capex)
is only $300M, the payback period will be only 1.5 years. Because the company
operates in Mali, there are some political risks. As we know, there was a coup d'état
18 months ago, but things seemed to have quieted down since then. Lately,
however, there has been some chatter about the Mali government increasing its
taxes on gold and mining.

TGR: What's your assessment of the jurisdictional risk of West Africa in general?

TL: Ghana and Burkina Faso are the most reliable countries because they know
their economies are based on gold mining, and they have been making tremendous
progress attracting foreign investment in mining. I'd like to highlight two companies
in Burkina Faso. The firstis True Gold Mining Inc. (TGM:TSX.V), formerly called
Riverstone Resources. Its Karma project is amazing. It's already environmentally
permitted, and a feasibility study is expected this quarter.

According to its 2012 preliminary economic analysis, Karma could produce
between 70-90 Koz gold annually at a cash cost of $525/0z. The capex is only
$125M, and this could be reduced to about $100M if True Gold uses contract
mining. The company has about $35M in working capital, so financing should not
be a problem, and production could begin in the first half of 2016.

TGR: What's the second Burkina Faso company?

TL: Sarama Resources Lid. (SWA:TSX.V). The company's South Houndé project is
earlier stage, but it has about $7M in cash, which is something | really like to see in
these uncertain times. The recently released initial resource estimate is 1.5 Moz
gold at 1.6 grams/tonne (1.6 g/t). The company has explored only about 20% of its
strike length, so there is a lot of potential, in excess of 3 Moz within 2—-3 years, in my
opinion. And as South Houndé is just 80 kilometers south of Endeavour Mining
Corp's. (EDV:TSX; EVR:ASX) Houndé project, | think Sarama could be a possible
takeout candidate.

TGR: What high spots do you see in South America?

TL: Columbus Gold Corp. (CGT:TSX.V), which operates in French Guiana. This is
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an overseas department of France, so the political risk is close to zero. And since
my last interview with The Gold Report, Columbus has entered a joint venture with
Nord Gold N.V. (NORD:LSE), the subsidiary of Severstal, for its Paul Isnard gold
project. Under the agreement, Nord Gold must spend $30M in exploration over
three years, plus it has to finish a feasibility study. As a standalone, Columbus
could never have done these things. | believe Paul Isnard could ultimately contain
in excess of 10 Moz gold.

A second project | like is on the other side of South America: Red Eagle Mining
Corp.'s (RD:TSX.V) Santa Rosa gold project in Colombia. The company released a
preliminary economic assessment (PEA) in September, and if you look at the
underground San Ramon zone, its net present value with an 8% discount rate is
$92M. This is a 5.6 multiple over Red Eagle's current market cap of $16.4M. The
company has $8.5M in cash, but it will have to make a $4.5M property payment in
November. So let's say it has about $4M in unrestricted cash, which it could use to
further advance the San Ramon zone and get it environmentally permitted.

TGR: What's your assessment of Colombia's jurisdictional risk?

TL: Much better than five or six years ago. | think Colombia could very well be the
next Peru, whereby mining will be encouraged as long as the companies color
between the lines and don't do anything they aren't supposed to do.

TGR: Any other companies you would like to talk about in the Americas?

TL: In Mexico, Silver Bull Resources Inc. (SVB:TSX: SVBL:NYSE.MKT) has
recently released a positive PEA. The study outlined a production scenario of
approximately 5.5 Moz per year at a C1 cash cost of $6.58/0z. This is much lower
than | anticipated because the company will be able to recycle the cyanide it uses
in its plant, which will obviously lower the cyanide consumption and the total cash
cost. If one would compare Silver Bull's Sierra Mojada project with Coeur Mining
Inc.'s (CDM:TSX; CDE:NYSE) La Preciosa project, it becomes quite clear that
Coeur bought the wrong early-stage Mexican silver project.

The PEA uses a zinc price of $1.15/pound ($1.15/Ib) and a silver price of $23.5/0z
as a base case scenario, but even at a lower silver price of $20/0z for silver and
0.90/Ib for zinc, the Sierra Mojada project yields positive returns and a positive NPV
at 8% discount (I think the company's base case of 5% is a bit too low).

TGR: Let's talk about Canada. Do you think that the mining industry in Canada is in
decline? There are problems with both provincial and federal permitting, with
relations with First Nations people, who are claiming oversight over developments,
and with the TSX Venture Exchange. Recently, many British Columbia juniors
seem to prefer working in Mexico, rather than in their home province. What do you
think?

TL: | believe that Canada is a top mining destination and will continue to be so.
Most projects will get permitted, but maybe not with best case scenarios. Mexico is
very attractive because of its gold and silver history and its much lower labor costs.
But since Mexico has announced plans to increase its mining tax, | do think a lot of
companies will return to Canada because this makes Mexico less attractive than
before.

TGR: Which companies do you like in Canada?

TL: It's very important to follow the companies that can raise money. For instance,
Integra Gold Corp. (ICG:TSX.V) raised $4.4M for exploration at its Lamaque gold
project in Quebec.
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If investors are looking for a near-term commercial producer, | visited Metanor
Resources Inc. (MTO:TSX.V) earlier this year, and although the company has had
its fair share of bad luck, itis currently ramping up production at the Bachelor Lake
gold mine in Quebec. This is an underground operation, and the company is
opening up more and more stopes. But investors should be aware that this isn't
really a linear process.

TGR: What grade is it getting?
TL: Between 5 and 7 g/t.

TGR: When will Metanor go into commercial production and what will the
production costs be?

TL: At this point, Metanor is still offsetting the gold revenue against the underground
development costs. | hope to see declared commercial production in December of
this year or early next year. Metanor is aiming for a cash cost of less than $1,000/0z,
but proof of the pudding will be in the eating.

TGR: What do you like about tungsten?

TL: Tungsten has some irreplaceable uses and thus scores very high on the list of
governmental strategic minerals, about the third highestin the E.U. and U.S. I'm
pretty sure that the Department of Defense has a tungsten stockpile. China
dominates world production; it has also been the predominant world exporter for
decades, but has now started to stockpile tungsten. China has become a net
importer. So it has become essential to develop tungsten projects outside China in
order to guarantee continued supply to the West.

TGR: Can we expect tungsten prices to increase?

TL: I think so. I'm perfectly comfortable with the current price: $400—410/mt. Most
mining companies will make a lot of money at those prices. If China continues its
new stance, | believe we will see a price increase.

TGR: Is there a tungsten play you like?

TL: I went to Portugal, a mining-friendly country, in June to visit Blackheath
Resources Inc. (BHR:TSX.V). Under its agreement with Avrupa Minerals Ltd.
(AVU:TSX.V), Blackheath will have 70% this year and the option to acquire 85% of
Covas, one of the highest grade, if not the highest grade, projects in Europe. So,
while a competitor, such as Wolf Minerals Ltd. (WLF:ASX), will produce tungsten at
an average grade of 0.19%, Covas has an average grade of 0.78%. This translates
into a rough value of $310 per tonne of ore. The most recent Covas drill program
has hit intercepts up to 1% and even 2% tungsten. Grade is king everywhere, be it
in gold or tungsten.

Blackheath has a very good chance to develop its Covas and the Borralha project
mainly because of its CEO, Jim Robertson. He was involved with Primary Metals,
also a tungsten company operating in Portugal, which was floated at $0.15/share |
think five or six years ago and was taken out by a Japanese metals trader at
$3.65/share three years later. | trust this management team, and I'm pretty sure it will
repeat the same trick.

TGR: Given all of the losses investors have suffered over the last couple of years,
what are the factors that should keep them in the market?

TL: It all comes down to having a decent selection procedure. | can tell you that
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about 25-30% of the mining companies on the TSX Venture Exchange today won't
survive this downturn. Investors need to take a look at companies with cash in the
bank, real value in the ground and management that can deliver the goods. This is
not the time to wish upon a star and hope that the drill bits will deliver something.

TGR: Thibaut, thank you for your time and your insights.

Thibaut Lepouttre is the editor of the Caesars Report, a newsletter and mining
portal based in Belgium that covers several junior mining companies with a
special focus on precious metals and base metals. Lepouttre has a Bachelor of
Law degree and two economics masters degrees that have forged his analytical
approach to the mining sector. Considered a number cruncher, Lepouttre focuses
on the valuations of companies and is consistently on the lookout for the next
undervalued mining company.

Want to read more Gold Report interviews like this? Sign up for our free e-
newsletter, and you'll learn when new articles have been published. To see a list of
recent interviews with industry analysts and commentators, visit our Streetwise
Interviews page.

If you would like to comment on the content of this interview, engage with the
interviewee or any of the companies discussed in this interview, or if you would like
to be interviewed by The Gold Report, please contact Judy Luther of The Gold
Report, at jluther@streetwisereports.com, (707) 981-8999 x311.
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