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The following is an Inside Briefing interview with 
Orinoco Gold Managing Director, Mr Mark Papendieck 

 

In this interview, Mark Papendieck provides an update on Orinoco Gold Limited (ASX: OGX – market 
capitalisation: ~$12 million, 118.4M shares on issue)  
 
Highlights of this interview include: 

 

 Exploration decline at the high grade Cascavel gold Project continues to exceed expectations 

 Orinoco preparing for JORC resource definition at Cascavel and Sertão  

 Contract mining Heads of Agreement with Cleveland mining to ramp up current bulk sampling to a 
50,000t trial mining campaign. 

 Exploration and drilling at Tinteiro continues to highlight size and tenor of the system 
 

Inside Briefing: There has been plenty of positive news flow from Orinoco this year, and you seem to 
be taking some big steps forward with your Faina Goldfields Project – can you summarise the status of 
the Project for us? 
 
Mark Papendieck: Our overarching strategy at our Faina Goldfields Project is to move our high-grade 
gold projects into production as soon as possible while at the same time continuing exploration and 
resource definition to add ounces to all of our projects in order to build a long and sustainable mine life. 

From where we sit right now we know that we have an excellent portfolio of projects that we think will 
underpin the future of the Faina Goldfields Project and the Company. The exploration decline at 
Cascavel continues to be an invaluable tool for us and with its ongoing success we are on the cusp of 
being able to design a drill program to delineate sufficient resources at the project to support an initial 
investment decision. Sertão is also drill ready for JORC resource definition and although it is still early 
days at Tinteiro, the extent and tenor of the surface expressions of the Tinteiro mineralisation have us 
very excited about what may be awaiting discovery at depth. All of these projects sit within an 
infrastructure rich, mining friendly region in a highly prospective greenstone belt where the deepest 
hole ever drilled (398m) was one of our own holes at Cascavel that returned visible gold. There is plenty 
to be excited about at the moment. 

 



 

 

Attention: ASX Company Announcement Platform 
Lodgement of Inside Briefing – 12 August 2014 

Inside Briefing | Orinoco Gold Limited | 12 August 2014 

 
 
Inside Briefing: Orinoco has just announced a contract mining arrangement with Cleveland Mining 
(ASX: CDG). What are the key aspects of this arrangement and what are the benefits for Orinoco?   
 
Mark Papendieck: With the ongoing success of the exploration decline at Cascavel, we ideally want to 
ramp up our bulk sampling to trial mining at the Project and we think that this contract mining 
arrangement is a really smart way to do this.  

Clearly, having near-term cash flow is a real positive for a junior, plus being able to conduct a small 
initial operation provides tangible benefits for the future development at Cascavel and allows us to get 
on with the exploration that is needed in parallel with trial mining. So, in essence what the capped 
(50,000t or 18 months) mining and toll treatment deal with Cleveland gives us is larger scale bulk 
sampling with a pathway to revenue. It allows us to ramp up our operations at Cascavel from an 
exploration decline to trial mining without any debt or additional equity requirements, while at the 
same time allowing us to focus on adding resources to the Sertão and Cascavel projects whilst also 
continuing our exploration at Tinteiro.  

It’s important to remember that the agreement with Cleveland is basically a contract mining and toll 
treatment agreement. The contract is capped at 50,000 tonnes or 18 months from the date of the 
underlying contract mining agreement being signed. There is no ownership of anything going to 
Cleveland – we have simply agreed to hire them as a contractor to mine and process our ore. Ownership 
of the project, the ore and the gold remains with us at all times.  

There are several key differences between a more common contract mining agreement and the Heads 
of Agreement that we have negotiated in this instance. Firstly, Cleveland will not make a margin on the 
contract mining or toll treatment (these activities will be priced at actual cost); secondly, rather than pay 
the costs of the contract mining or toll treatment on a monthly basis, we have tied any payment of 
these operational costs to revenue generated (in other words, no revenue – no pay); thirdly, Cleveland 
will bear the upfront costs of developing the site according to a mine plan that we are discussing at the 
moment (again, no revenue – no payback for Cleveland). Under this risk-based contract mining and toll 
treatment arrangement, Cleveland bear all the risk on operational and development costs and their 
remuneration is a 50% share of the profit that will be generated on a capped tonnage. 

The real benefit for shareholders in this contract mining agreement is that it gives us a leg up, or a head 
start towards our larger objective of building a long mine life at our Faina Goldfields Project. We get 
earlier access to information – both operational and geological - earlier cash flow and the ability to use 
our existing team for resource drilling while the trial mining provides us with actual operational data for 
scoping studies at Cascavel. 

Inside Briefing: Orinoco recently reported outstanding high-grade assays from the exploration decline 
at Cascavel. What is the current status of the decline and what information have you gathered on the 
deposit so far? How does the contract mining arrangement change your mining and development 
strategy for the project? 
 
Mark Papendieck:  The decline is a really important part of both our plans to mine Cascavel in the 
short term, and our plans to delineate resources at Cascavel. The decline will continue to progress along 
strike towards the Mestre winze until such time as we commence any mining operations. At this point, 
the decline will be superseded by the mining operations.  

We continue to be delighted with the information that we are getting, and the amount of gold that we 
are seeing in the decline. At this point I would have to say that we have been surprised on the upside by 
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the strength and consistency of the mineralisation. 

Other than key geological information such as affirming our understanding of the structural controls of 
the very high grade shoots, they key information we are seeking from the decline is the location of the 
repeating high grade shoots. As the shoots can occur quite close to each other and can be anything from 
2 to 12 metres in breadth (along strike) and also because the gold is very coarse, drilling is not an 
effective tool to delineate these high grade zones. However, once the shoots are identified, we intend to 
drill the down dip extensions of the shoots in order to generate resources. We know from our previous 
drilling that there is excellent continuity of the structures down dip, with our deepest hole intersecting 
visible gold 720m down dip (which is a vertical depth of around 300m). 

 
Inside Briefing: What is your longer-term development strategy for the Cascavel Project? Will 
Cleveland be involved in this strategy at any level? 

 
Mark Papendieck: From here we want to add sufficient resources at Cascavel to support an investment 
decision. High grade Archean gold deposits have a great recorded history of starting small and growing 
over time – and that is exactly how we plan to develop Cascavel - define a resource that is sufficient to 
justify an investment decision, and then grow the resources and the mine life from there.  Cascavel is a 
large rich system and we have high hopes for significant ounces at this Project. 

So we would like to think that, funding permitting, in addition to having an initial trial mining operation 
at Cascavel later this year we would also like to have initial resources at Sertão and Cascavel. While we 
go through the process of converting our exploration lease at Cascavel to a Mining Lease, we can situate 
a small gravity plant on the Sertão Mining Lease. Once we have secured a mining lease at Cascavel it is 
our desire to put a larger scale plant on site at Cascavel to act as the central processing centre for all of 
the potential ore sources within our Faina Goldfields Project. 

Following the conclusion of the current contract mining agreement, we do not envisage at this stage 
that there will be any continuation of those arrangements. The broader question of how we will mine 
Cascavel in the longer term – including the consideration of a contract mining scenario versus an 
owner/operator arrangement – is an issue we will consider in the normal course of business once we 
have all the data needed to make that decision. 

 

Inside Briefing: What is the status of your other assets, the recently acquired Sertão gold mine and the 
Tinteiro IOCG project? What exploration activities are planned at these projects over the next 12 
months and how much have you budgeted to spend on these assets? 
 
Mark Papendieck: As I mentioned, with all the drilling and mining that Troy Resources (the previous 
owner) conducted in and around the existing open pit at Sertão we have a wealth of information that 
has assisted us in planning an effective drill campaign to add resources at this brownfield target.  

With the exploration decline progressing well at Cascavel, our geological understanding of this Project is 
rapidly increasing and we are on the cusp of having the information necessary to plan an effective 
campaign to delineate resources at Cascavel. Clearly, an open pit would give us better access and better 
information and significantly increase our confidence and understanding of the geology of the project, 
allowing us to make key investment decisions such as further drilling, and decisions regarding debt and 
equity. 
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Where this leaves us – and this is critical for our future development – is that we are confident that we 
will be able to add high grade resources at these projects relatively quickly while at the same time 
demonstrating the potential that Cascavel has as a mine. 
 
In addition, as our knowledge of Cascavel and Sertão has increased, we are convinced that these two 
sites are part of the same mineralising event. We believe that there is excellent potential to delineate 
further sites along the Sertão – Cascavel shear zone that are capable of hosting additional high grade 
ounces. We are already beginning to use the knowledge that we have of the system to begin locating 
possible future targets. 
 
As we said in June, we wanted to conduct some shallow scout drilling at Tinteiro ahead of a larger more 
targeted campaign. Completing this scout drilling was always going to be important for us, as these hard 
rock targets had never been drilled before and we needed to get an idea of stratigraphy and structures. 
We had also hoped to drill a deeper hole into central Tinteiro, however the planned gravity survey is still 
in the final stages of completion which has meant that we haven’t drilled any +100m holes at this stage. 

The scout drilling has now been completed and we should have assays back shortly for the 
southernmost holes that we drilled. We have already obtained excellent geological information from the 
scout drilling, and once the gravity survey is complete we expect to have some excellent drill targets. 

The shallow drilling in both South and Central Tinteiro areas was designed to intersect the fault zones 
containing the gold/copper/silver anomalies and provide us with some initial information about the 
alteration and stratigraphy of the areas. Even without assays, this shallow drilling tells us that we are in 
the right area – with sulphides, breccias and gossanous material being intersected in the drilling. We 
believe that all of these are excellent additional indicators that we are within the upper portion of a 
large IOCG system. From all of the information that we have, we suspect that the shallow and surface 
expressions of the system that we have seen in drilling (including our previous silver drill results at 
Cascavel), mapping and rock chip sampling over several kilometres are indicators of a large target at 
depth. Finalisation of our gravity survey will assist us in delineating targets. 

So now we wait for the assays and the interpretation of the gravity survey to integrate all the 
information with the available geological, magnetic, IP radiometric and geochemical data to refine our 
geological models and start to hone in on the primary mineralisation. Remember that Tinteiro has a very 
large footprint – currently over 7km – and although this is a very good thing, it also means that we have 
to carefully target our activities to unlock the Projects potential.  

Inside Briefing: Orinoco has recently entered into a controlled placement agreement with Acuity 
Capital. Can you explain how this facility works and why you have decided to raise capital in this 
manner?   
 
Mark Papendieck:  The Acuity Controlled Placement Agreement (CPA) facility is essentially a standby 
facility. It is not a debt facility or an equity line of credit and there are no monthly instalments – so there 
is never forced selling of our stock as a result of the CPA. It is something that the Company plans to keep 
in its back pocket and, if we don’t elect to use the facility, then there is absolutely no cost attached to it.  
 
Fundamental to us was the total control that the Company has over the use of the facility. If we choose 
to use the facility, we alone control the maximum number of shares that are issued and we also specify 
the period and the minimum price requirements, thereby minimising the cost of capital and dilution for 
existing shareholders. It allows the Company to quickly and efficiently raise capital and provides us with 
some optionality in this regard– even if we choose never to use it. 
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Inside Briefing: How do you believe that recent developments have changed Orinoco’s value 
proposition? What are the key milestones which investors should look out for over the coming 12 
months?   
 
Mark Papendieck: With the contract mining and toll treatment agreement we have a clear path to trial 
mining and therefore initial production with no upfront capital requirements. That means we can start 
to unlock the cash flow potential of the high grade Cascavel project much sooner than would otherwise 
be the case. With the impetus, information and cash generated from this initiative we can continue to 
rapidly grow, develop and expand our Faina Goldfields Project. 
 
We have had a very busy year. Results will continue to come in from the exploration decline while we 
prepare to mine and once we can agree a mine plan with Cleveland we will be very close to commencing 
an operation at Cascavel. Our understanding of Tinteiro continues to grow almost daily and we are 
excited by the size and grade of the footprint of this project – also being located so close to Cascavel and 
Sertão is a bonus. 
 
Clearly, adding JORC resources at Cascavel and Sertão will be a very significant event and will allow us to 
consider potential debt funding of an initial plant at the Project. We strongly believe that once we have 
an initial resource base to support an investment decision and initial operation that we can continue to 
grow the resource base to better reflect the outstanding potential that our tenement package has. 
 
So, in summary we think that recent developments have significantly enhanced and added to the 
Orinoco investment proposition, giving us access to near-term cash flow and a greatly increased 
capacity to unlock the value of our broader Faina Goldfields Project - which just continues to exceed our 
expectations - in a timely manner.  

 
ENDS 

 
 

Further information: 
Orinoco Gold Limited 
Mark Papendieck 
Managing Director 
T: +61 8 9482 0540 
 
Investor Relations 
Nicholas Read / Paul Armstrong 
Read Corporate  
T: +61-8 9388 1474 
E: nicholas@readcorporate.com.au 
 
Important Notice: 
Read Corporate has taken care in the provision of assistance to compile and publish this information on behalf of Orinoco Gold in good faith and 
as agent of Orinoco Gold for the purpose of providing the information to the ASX and those to whom it is published by the ASX. Read Corporate 
makes no warranties as to the accuracy of any facts or representations contained in the information, and has relied upon information provided 
to it in publishing this material to the ASX. Read Corporate does not accept any responsibility for any opinions expressed in the information or 
material. Read Corporate is not a financial adviser and this information and material is not financial or other advice of any type 
whatsoever. Subject to any terms implied or imposed by law and which cannot be excluded, Read Corporate is not responsible for any reliance, 
loss, damage, cost or expense incurred by any reliance upon this information and material or by acting upon it or for any error, omission or 
misrepresentation conveyed. This information is general only and does not take into account any individual objectives of investors. Read 
Corporate encourages the reader to read the full ASX announcements published by Orinoco Gold. Professional advice should be taken before 
making investment decisions. 
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Forward-Looking Statements: 
This Inside Briefing includes “forward-looking statements” as that term within the meaning of securities laws of applicable jurisdictions. 
Forward-looking statements involve known and unknown risks, uncertainties and other factors that are in some cases beyond Orinoco Gold 
Limited’s control. These forward-looking statements include, but are not limited to, all statements other than statements of historical facts 
contained in this presentation, including, without limitation, those regarding Orinoco Gold Limited’s future expectations. Readers can identify 
forward-looking statements by terminology such as “aim,” “anticipate,” “assume,” “believe,” “continue,” “could,” “estimate,” “expect,” 
“forecast,” “intend,” “may,” “plan,” “potential,” “predict,” “project,” “risk,” “should,” “will” or “would” and other similar expressions.  Risks, 
uncertainties and other factors may cause Orinoco Gold Limited’s actual results, performance, production or achievements to differ materially 
from those expressed or implied by the forward-looking statements (and from past results, performance or achievements). 
These factors include, but are not limited to, the failure to complete and commission the mine facilities, processing plant and related 
infrastructure in the time frame and within estimated costs currently planned; variations in global demand and price for coal and base metal 
materials; fluctuations in exchange rates between the U.S. Dollar, the Indonesian Rupiah and the Australian dollar; failure to recover the 
resource and reserve estimates of the Project; the failure of Orinoco Gold Limited’s suppliers, service providers and partners to fulfil their 
obligations under construction, supply and other agreements; unforeseen geological, physical or meteorological conditions, natural disasters or 
cyclones; changes in the regulatory environment, industrial disputes, labour shortages, political and other factors; the inability to obtain 
additional financing, if required, on commercially suitable terms; and global and regional economic conditions. 
Readers are cautioned not to place undue reliance on forward-looking statements. We assume no obligation to update such information. 
The information concerning production targets in this announcement are not intended to be forecasts.  They are internally generated goals set 
by the board of directors of KRL. The ability of the company to achieve these targets will be largely determined by the company’s ability to 
secure adequate funding, implement mining plans, resolve logistical issues associated with mining and enter into off take arrangements with 
reputable third parties. 

 
It is common practice for a company to comment on and discuss its exploration in terms of target size and type.  The information above 
relating to the exploration target should not be misunderstood or misconstrued as an estimate of Mineral Resources or Ore Reserves. Hence the 
terms Resource(s) or Reserve(s) have not been used in this context.  The potential quantity and grade is conceptual in nature, since there has 
been insufficient exploration to define a Mineral Resource.  It is uncertain if further exploration will result in the determination of a Mineral 
Resource. 
 
Previous Reported Results: There is information in this briefing relating to Exploration Results at Cascavel. Full details of the Results were 
included in the following ASX Release and are available to view on the Company’s website www.orinocogold.com: 

1. 7 July 2014 – Bonanza Gold Results up to 27 oz/tonne from Cascavel Exploration Decline 

2. 12 December 2012 - Hits of up to 193gpt Au confirm mineralisation over 620m down dip 

The Company confirms that it is not aware of any new information or data that materially affects the information included in the original market 
announcements and that all material assumptions and technical parameters underpinning the Exploration Results in the relevant market 
announcement continue to apply and have not materially changed. The Company confirms that the form and context in which the Competent 
Person’s findings are presented have not been materially modified from the original market announcement. 
 
 

 


