
 

 

 

Securities Exchange Announcement – 4 March 2009 

 
Market Update and Financial Guidance – March 2009 

 
HIGHLIGHTS 

 
 Engenho Gold Mine in Brazil achieves key production parameters during first two months of 

calendar 2009 
 

 Financial contribution from Engenho exceeding expectations in current strong gold price 
environment 

 

 Three scenarios developed for expected financial performance in calendar 2009 with 
Project EBITDA ranging from A$15.7M to A$20.9M using different exchange rates and gold 
prices  

 

 Corporate EBITDA in the range from A$12.58M to A$18.5M and Net Profit after Tax from 
A$6.9M to A$12.9M under financial scenarios analysed 

 

 Torrecillas Gold Project in Peru continues to yield excellent results and generate positive 
cash flow 

 
Mundo Minerals Limited (ASX: MUN) is pleased to provide an update on recent 

progress at its Engenho and Torrecillas Gold Projects in South America, including 

expected financial performance for calendar year 2009 based on a recent 

management review. 

 

Engenho Gold Project, Brazil (100% owned) 

 

Further to the update provided in the December 2008 Quarterly Report, the Company is 

pleased to advise that the Engenho Gold Project has met all key production parameters for the 

first two months of the 2009 calendar year, with gold sales being made on a regular basis.   

 

Mine development is proceeding well and the treatment facility continues to operate within 

expected operating parameters. 

 

This positive operational performance reflects the benefits of the strong focus during the fourth 

Quarter of calendar 2008 on ensuring sufficient development of the main Galeria underground 

orebody to enable a sustainable production base to be achieved from January 2009 onwards. 

 

Following resolution of the short-term issues associated with the reinterpretation of the upper 

Bola ore body (as reported last year), the Company is now in a position to manage the 

operations in accordance with its long-term production schedule.  

 

In response to questions regarding the financial performance of the Engenho Project – 

particularly in the current strong gold price environment – Mundo Minerals has completed a 

detailed review of several possible scenarios in terms of expected financial performance during 

the 2009 calendar year. 

 

While the Company intends to continue to utilise Quarterly Reports to update the market on its 

operational progress, the Board considers it appropriate to make a separate release in this 

instance given that the market had previously been advised of underperformance at the 
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Engenho Gold Project in the early stages of production. 

 

Three commodity price scenarios were analysed when updating the financial parameters associated with the Company’s 

business. It is important to note that these scenarios are subject to fluctuations in commodity prices and exchange rates. 

Updates relating to variations to production profiles or cost structures will be made in Quarterly Reports released to the ASX, in 

accordance with the Company’s normal reporting regime. 

 

Mundo Minerals provides financial estimates for the calendar year ended 31 December 2009 as this coincides with the South 

American fiscal year and budget timeframes. The three scenarios considered were: 

 

 Scenario 1: Gold price of US$840 per ounce, Australian/US exchange rate of 70 cents, Brazilian Real / Australian 

exchange rate of 1.500; 

 

 Scenario 2: Gold price of US$943 per ounce to 30 June reducing to US$870 per ounce for the second six months of the 

calendar year, Australian/US exchange rate of 64 cents,  Brazilian Real/ Australian exchange rate of 1.471; 

 

 Scenario 3: Gold price of US$943 per ounce for the 12 months ended 31 December 2009, Australian/US exchange rate 

of 64 cents,  Brazilian Real/ Australian exchange rate of 1.471 (US$943 was the spot price on the day the analysis was 

undertaken.) 

 

The forecast gold production from Engenho used for the analysis has been assumed at 30,000 ounces per annum,  as 

disclosed in the December 2008 Quarterly Report and which remains expected to be achieved. Small-scale production of 

approximately 5,000 ounces of gold for the year has been assumed from the Torrecillas Gold Project in Peru.  

 

Operating costs in all cases have been based on historical performance for the projects to date, with no allowance made for 

operational efficiencies, but have been adjusted for anticipated cost increases in wages and materials in the Company's budget 

reviews. This includes general overhead costs that affect the corporate EBITDA calculations where expected future costs have 

been budgeted.  

 

The Company’s focus to date has been on ensuring that the production profile is achievable with an increased focus on realising 

cost efficiencies to be made in the near future. Cost reviews include anticipated future costs in Brazil, Peru and Australia. 

 

As indicated in the December 2008 Quarterly Report, the production profile from Engenho is essentially separated into two 

halves as development allows ore to be extracted from the principal Galeria underground ore body from July 2009.  

 

The Engenho Mine comprises two underground ore bodies, Bola and Galeria. Bola, which is a lower grade ore body, accounts 

for most of the ore mined to date. With access to the higher grade Galeria ore body achieved in mid-December 2008, 

approximately 50% of the total ore to be mined between January and June 2009 will come from the Galeria ore body.  After this, 

Galeria will account for the majority of ore mined.  

 

As a result, the monthly production profile between January and June 2009 is expected to be between 2,000 and 2,400 ounces 

per month, increasing between July and December 2009 to between 2,500 and 2,800 ounces per month.  

 

The profile of these two ore bodies is shown in the schematic representations of the reserve interpretation in Figures 1 and 2 

below (Bola shown in yellow and Galeria in blue): 
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Figure 1 – Schematic showing the 693 Level currently being developed 

 

 

 

Figure 2 – Schematic of the 613 Level, to be developed in the second half of 2009 

 

The key financial parameters of the Engenho Project as well as expected corporate financial performance for the three 

scenarios are summarised below: 

 

 
Scenario 1 Scenario 2 Scenario 3 

 
A$m A$m A$m 

Engenho 
   Revenue 34.54 38.39 40.1 

Cash Outlays exc prim dev 18.85 19.22 19.2 

Engenho EBITDA  15.69 19.17 20.9 

Depn/Amort 4.19 4.27 4.3 

Engenho Profit 11.50 14.90 16.6 

    

Galeria 

Bola 

Bola 

Galeria 
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Corporate EBITDA 12.58 16.52 18.5 

Corporate Profit after tax 6.98 10.84 12.9 
 

 

    

Note: This analysis is based on the assumptions outlined previously in this update. Investors should be aware that fluctuations in 

commodity prices and exchange rates will have an effect on these assumptions. Similarly there may be changes in operating costs and 

the production profile as are experienced with all resource projects which will have an impact on the expected financial performance of 

the Company. 

 

Torrecillas Gold Project Peru (100% owned) 

 

Mundo Minerals also advises that promising results continue to be received from the Torrecillas Gold Project in Peru, where 

development of the mineralisation along the main Torrecillas vein structure is continuing where previous small-scale mining 

operations had been conducted.  

 

Current development along the main footwall vein has yielded approximately 98 metres of mineralised vein exposed in 

development averaging 36 g/t over a 0.9 metre width. Cross-cutting and underground drilling to test the hangingwall vein have 

outlined 50 metres of vein averaging 15-20 g/t (partial results) over a 0.5 metre width. 

 

While production derived from the ongoing project assessment activities at Torrecillas is small, ore is treated at a nearby toll 

treatment facility and it is expected that production activities for 2009 will largely self-fund all the planned activities for Peru 

during the calendar year.  

 

The average grade of ore delivered to the toll treatment facility in January 2009 was 25.1g/t Au. Average grade for ore delivered 

to the treatment facility in February from assays received to date indicate that the ore grade for February will be around 31g/t 

Au. The grade will fluctuate each month but the results of development to date are most encouraging. 

 

Ongoing project assessment will continue during the 2009 calendar year. 

 

 

 

 

John Langford 

Chief Executive Officer 
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Competent Person’s Statement 

The information in this report that relates to Exploration Results and Mineral Resources is based on information compiled by Mr Jean-Marc Lopez who 

is a Member of the Australasian Institute of Mining and Metallurgy. Mr Lopez is employed by Mundo Minerals Limited and is the Company’s Exploration 

Manager. Mr Lopez has sufficient experience which is relevant to the style of mineralisation and the type of deposits under consideration and to the 

activity which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the “Australasian Code for Reporting of Exploration 

Results, Mineral Resources and Ore Reserves. Mr Lopez consents to the inclusion in the report of the matters based on his information in the form and 

context in which it appears. 

 

Forward-Looking Statements 

The announcement (Announcement) is provided on the basis that none of Mundo Minerals Limited ACN 117 790 897 (MUN) nor its respective officers, 

shareholders, related bodies corporate, partners, affiliates, employees, representatives and advisers make any representation or warranty (express or 

implied) as to the origin, validity, accuracy, reliability, relevance, currency or completeness of the material contained in the Announcement and no 

responsibility is taken for any errors or omissions. Nothing contained in the Announcement is, or may be relied upon as, a promise, representation or 

warranty, whether as to the past or the future. MUN excludes all warranties (including implied warranties) and all liability that can be excluded by law for 

any loss, claim, damage, cost or expense of any nature arising out of the Announcement (or any accompanying or other information) whatsoever, nor by 

reason of any reliance upon it. MUN accepts no responsibility to update any person regarding any inaccuracy, omission or change in information in this 

Announcement or any other information made available to a person nor any obligation to furnish the person with any further information.  

 

The Announcement may contain prospective financial material which is predictive in nature and based on certain assumptions. Accordingly, actual 

financial results may be affected by assumptions which prove to be inaccurate or by known or unknown risks and uncertainties, and are likely to differ, 

possibly materially, from results ultimately achieved. The Announcement may contain "forward-looking statements". All statements other than those of 

historical facts included in the Announcement are forward-looking statements including, without limitation, (i) estimates of future earnings, and the 

sensitivity of earnings to the gold and other metals prices; (ii) estimates of future gold and other metals production and sales; (i ii) estimates of future 

cash costs; (iv) estimates of future cash flows, and the sensitivity of cash flows to gold and other metals prices; (v) estimates of future capital 

expenditures; and (vi) estimates of reserves, and statements regarding future exploration results and the replacement of reserves. Where MUN 

expresses or implies an expectation or belief as to future events or results, such expectation or belief is expressed in good faith and believed to have a 

reasonable basis. However, forward-looking statements are subject to risks, uncertainties and other factors, which could cause actual results to differ 

materially from future results expressed, projected or implied by such forward-looking statements. Such risks include, but are not limited to, gold and 

other metals price volatility, currency fluctuations, increased production costs and variances in ore grade, recovery rates or other matters from those 

assumed in mining plans, as well as political and operational risks and governmental regulation and judicial outcomes. MUN does not undertake any 

obligation to release publicly any revisions to any "forward-looking statement" to reflect events or circumstances after the date of the Announcement, or 

to reflect the occurrence of unanticipated events, except as may be required under applicable securities laws.  

 

All persons should seek appropriate professional advice in reviewing or considering the Announcement and all other information with respect to MUN 

and evaluating the business, financial performance and operations of MUN. Neither the provision of the Announcement nor any information contained in 

the Announcement or subsequently communicated to any person in connection with the Announcement is, or should be taken as, constituting the giving 

of investment or financial product advice to any person in respect of dealing in MUN securities, and no such information should be taken to constitute a 

recommendation or statement of opinion that is intended to influence a person in making a decision to deal in MUN securities. This Announcement does 

not purport to contain all of the information that may be required to evaluate all of the factors that would be relevant in determining whether to deal in 

MUN securities, including but not limited to any person's objectives, financial situation or needs. Each person should make, and will be taken to have 

made, its own investigation, assessment and analysis of the information in this Announcement and other matters that may be relevant to it in 

considering whether to deal in MUN securities. 
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About Mundo Minerals 
 
Mundo Minerals is an Australian-domiciled international gold company with a portfolio of medium- sized gold projects in South 
America. Currently, the Company has four projects at different stages of development – three (including its first production 
asset) in Brazil and one in Peru.  
 
Mundo Minerals’ corporate strategy is based on the development of a sustainable production base of more than 250,000 
ounces of gold per annum in the medium term. The Board has assessed all of the assets within the Mundo portfolio, at their 
current stage of development, as having strong potential to deliver a sustainable production base. 
 
The Engenho Gold Project, which is located in the State of Minas Gerais in Brazil, is forecast to produce at an initial annualised 
rate of approximately 30,000 ounces per annum. Mundo’s other assets in South America include the 100%-owned Torrecillas 
Gold Project in Peru, and the Tocantins Gold Project and Jaqueira Gold Project in Brazil. These projects have the potential to 
yield multiple resources to underpin the Company’s long-term growth. 
 
The Board is pragmatic in its approach to developing the corporate asset base and all projects will be developed according to 
robust commercial parameters.  

 
 

 


