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Gold exploration company with two key assets; a
100% interest at the Hualilan Gold Project in
Argentina, and up to a 100% interest in the three-
concessions at the El Guayabo Gold-Copper Project
in Ecuador.

Progress despite COVID – a lot has been achieved
over the last 12 months.

• Acquisition of remaining equity in Hualilan and an
increased ground holding to 80sqkm (46sqkm is a
new farm-in).

• Drilling has extended mineralization along strike
and at depth, new zones of low-grade
mineralization and 3 styles of high-grade gold
mineralization.

• Exploration success has led to a likelihood of a
change in scale from small high grade
underground as previously envisaged by La
Mancha and CEL.

• We believe that there is potential for a large open
pit style operation mining 1g/t gold mineralization
combined with a small high-grade underground
mine at 7g/t gold. The ore would be processed on
site to produce a gold/silver rich concentrate to be
sold on the international market.

• Changing assumptions from underground only to a
combined open pit/underground with a larger
resource base of 2.1Moz (vs previous expectations
750koz) lifts our base project after tax NPV10 from
A$292m to A$457m.

.

Price drivers

Share Price $0.30

Market Cap $253.0m

Net Cash $47.5m

Enterprise Value $205.5m

Key Stats

Total Resource 627 koz AuEq

EV/Resource A$327/oz

• Extending the bonanza gold zones at Hualilan
Hills.

• Ongoing drill success in extending the
mineralisation along strike as well as up and
down dip.

• Scoping study and resource for Hualilan.

• Positive results from the maiden drilling
campaign in Ecuador – we believe that the
market is placing little or no value for the
porphyry copper-gold potential.

Discount rate
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1600 540 493 412 345 288 241 220
1700 642 589 497 419 354 300 276
1750 693 637 539 457 388 329 303
1800 744 685 581 494 421 359 331
1900 846 780 665 568 487 418 387

Figure 1. After tax project valuation (A$m) for Hualilan (FX rate 75c)

Source: Henslow estimates

Good things come to those that wait

Source: Cap IQ
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Unrecognised value

We believe that the market has largely overlooked the importance of the drill results over the last 12
months and the favourable outcome of the metallurgical test work.

When CEL acquired its initial interest in Hualilan it came with a non-JORC compliant resource of 627koz
done by La Mancha in 2003. Using this resource and assuming that an off the shelf plant is purchased
from China and a small underground mine is developed to produce 60-70koz of gold per annum we
calculate a spot after tax NPV10 of A$292m or 25cps (fully diluted).

Simplistically, it would appear that the market is not valuing the resource upside demonstrated by
drilling over the last 12 months at Hualilan which we believe will eventually be a joint open pit and
underground development. Our scenario values this development at A$457m after tax (39cps fully
diluted) and generates an IRR of 51%.

We also feel that is there no value being assigned for the Ecuadorian assets which have expanded from
2.8km2 to 47.9km2. In contrast, Sunstone Metals (STM.AX) has two groups of tenements in Ecuador
(5.7km2) which are prospective for copper-gold porphyry mineralisation and it has a market cap of
A$55m (EV A$43m).

Low case scenario – 9yr project life
Hualilan small underground $292m
Ecuador exploration $40m (using STM)
Cash & option exercise $44m

$376.6m or 32cps fully diluted

Reasonable case – 9yr project life
Hualilan open pit & underground $457m
Ecuador exploration` $180m (using STM but on 50% of the value per ha)
Cash & option exercise $44m

$680.7m or 59cps fully diluted
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Increased tenement position and drilling reveals material resource potential

In July 2021, CEL acquired the 75% equity it did not own in Hualilan through the issue of 114m shares and
US$3.69m in cash. This brought forward the earn-in and enabled it to acquire the property prior to what we
believe will be a significant increase in the resource base. The company has also extended its ground holding
along the mineralised trend at Hualilan which allows the company to maximise the resource potential along
the >10km of strike length.

Source: CEL

Figure 2. Hualilan ground position has grown 

CEL’s exploration success 
may provide surrounding 
explorer's with an easy 
and early solution to 
development through 
acquisition or joint 
venture.
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• The relative structural complexity of the various zones may explain the markets inability to understand
the extent of the mineralization.

• Historically the exploration focus was on Manto style and fault hosted mineralization and much of the
historical drilling did not appear to go deep enough was drilled in wrong direction to adequately delineate
the mineralization. CEL has changed the orientation of its drilling, assayed broad sections of drill holes
rather than only the obvious high-grade mineralization, improved drill practice to lift core recovery
which significantly impacts reported historic grades and drilling along strike rather than focus on
previously mined zones.

• CEL has discovered other new zones like Verde, Gap, and developed a better understanding of the
complex structural geology which was largely misunderstood by previous explorers.

• To better understand the exploration success we have combined maps produced by La Mancha and CEL.
The figure 4 below shows the extent of the mineralization outlined by La Mancha based on drilling,
underground development, historical exploration, and production. The orange zones show surface
expression of the blocks which were used to compile La Mancha’s non-JORC resource.

• The mineralization now extends between Cerro Norte and Cerro Sur rather leaving a gap of over 1km in
comparison to La Mancha’s inferred break along strike which appears to have been interpreted as a
cross-cutting fault or intrusive.

Hualilan (cont.)

Figure 3. Hualilan exploration model is evolving

Source: CEL
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Previous non-JORC resource has well and truly been extended

To provide an illustration 
of the value add from 
CEL’s drilling and 
mapping over the last 12 
months we have overlain 
the zones of 
mineralisation  shown by 

which  were used by           
La Mancha in compiling 
its non-JORC resource. 

Figure 4. Hualilan is adding ounces

Source: CEL

Category 000' t Au g/t Au koz

Measured 218 14.2 100

Indicated 226 14.6 106

Inferred 977 13.4 421

Total 1,421 13.7 627

Figure 5. Hualilan Mineral Resources*

Source: La Mancha  2003* Non-JORC Compliant.

Hualilan (cont.)

Mineralisation has 
recently been shown 
by CEL to extend 
north and south of 
the old Flor de 
Hualilan mine
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What’s a reasonable target for future development?
A small underground and a large open pit

SECTION 2.2

• CEL has advised that as at August 30 2021, of the total of 204,000m of drilling committed, 89,000m has
been drilled and 72,000m has been assayed. Growing the published resource base will take another 9
months and also include further metallurgical test work, a better understanding of a potential process
route and some preliminary mine planning. In the meantime, we believe that based on the greater areal
extent of the mineralization, the currently identified up-dip and down-dip extensions and the broader
zones of lower grade mineralization, that it is not unreasonable to expect that CEL will be grow the
resource base to more than 2Moz.

• We would expect that CEL’s development of Hualilan would include two stages of mine development and
two to three stages of process development. Our scoping style modelling of the Hualilan development
includes:

• two years of an initial small scale open pit which also funds a broader pre-strip and waste
stockpiling phase with a strip ratio of 8-10:1. This essentially sets up the operations and give
operators experience with the ore zones and the metallurgical performance of the process plant
prior to expansion.

• In year 3, our model has the mining operations transition to a larger low-grade open pit and a
small high-grade underground operation. Our previous modelling based on La Mancha’s study’s
included only a small to mid-size underground operation. Due to the discovery of broader lower
grade open pit mineralization, it seems reasonable to anticipate that a ~0.9g/t bulk tonnage
resource could provide the bulk of the ore processed. The open pit ore could be augmented by a
smaller 5-10g/t underground operation to optimise mill feed (we assume 7g/t rather than La
Mancha’s 12+g/t resource which we had diluted sub-10g/t).

• CEL has outlined two main process routes based on historical processing/metallurgy and its own recent
metallurgical test work.

• Bulk sulphide float – test work published in May & July 2021 showed the that it was possible to
produce a gold/silver concentrate which also contained zinc with recoveries of 90%+ gold and 80%+
silver. Better than original test work in 1999 demonstrated 80% recovery of gold and silver and a
50% recovery of zinc via flotation into a concentrate.

• We have assumed that CEL sells a gold/silver/zinc concentrate produced using a mix of gravity and
flotation to maximise recoveries at the same time as minimizing capital expenditure. We believe
that a multi-stage flotation circuit is something that will require a lot more study and ore
characterization by CEL but is likely and would maximise the economic recovery of precious and
base metals. In the meantime we have stuck with a relatively simple route which is a bulk float and
assumes similar recoveries and to those published by CEL.
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An early high grade open pit to start

• Our approach to modelling the mining operation is somewhat simplistic but we believe that it would
sensible to start operations with small high-grade high strip ratio open pit to start the cash flow without
excessive capital expenditure. This would assist in the development larger low grade open pit and
expanded processing plant and an extended design phase.

• CEL could also look at mining some of the recently discovered bonanza zone in the Hualilan Hills which
would essentially blue sky surface mining depending on the tonnage it ultimately discovers.

• Based on the results released to date we feel that the underground development will focus on the
exploration of the relatively narrow high grade Magnata fault and deeper Manto resources and a
sustainable 250ktpa approach is quite realistic.
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Figure 5. Open pit ore mined and grade

Source: Henslow

Figure 6. Underground ore and grade

Source: Henslow
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Figure 7. Payable gold and gold equivalent Figure 8.  Payable gold production and costs

Source: Henslow Source: Henslow
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Operating costs should fall at the lower end but will depend on smelter terms and 
Argentine inflation 

• We have utilised some of the in country operating
costs at Lindero, other South American mining &
processing costs as well as global benchmarks.

• Our sensitivity analysis is somewhat simplistic as it
assumes all costs are in US$ and increase by the same
percentage which is not going to be the case in reality
but it does give a broader measure of cost inflation or
deflation on the cash flow. The chart opposite
indicates the trend which is a +/- 10% increase in costs
increases or decreases the after tax NPV10 by +/-14%.
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Figure 9. Forecast site operating costs Figure 10. Life of mine costs

Source: Henslow

Source: Henslow
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Capex spread over 4 years to allow for project cash flow contribution

• Our capital cost assumptions are more order of magnitude estimates, we have assumed the initial 1mtpa
process plant is off the shelf and costs around US$70m and is designed to be integrated into a larger
plant. The larger plant to process 7Mtpa is estimated to cost around US$300m which is like the cost of
Fortuna’s Lindero plant in Argentina. There is obviously some risk to the ultimate capex given COVID-19,
inflation in Argentina, global steel prices etc. However, we do show the impact on valuation for increases
in assumed capital expenditure.

• Our modelling indicates that a 10% increase in capex  generates a decrease in NPV10 (NPV at a WACC of 
10%) by 5% pre-tax and 6% after tax.

• Our analysis of NPV sensitivity to capital expenditure indicates that the project NPV10 could cope with 10-
20% capital costs inflation without impacting the economic attractiveness of the development.

Figure 12. Capital costs (US$m) Figure 13. Payable gold and gold equivalent
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• In all our cash flow analysis and the calculation of gold equivalent ounces of production we have run flat
commodity prices: gold US$1750/oz, silver US$25/oz and an A$/US$ 0.75.

• Revenue to be dominated by gold and only a minor contribution despite the high silver grade in the
concentrate (150-250g/t). For simplicity sake and without any firm concentrate marketing agreements in
place we have assumed relatively standard payabilities for gold and silver of 90% and 70% respectively
and assumed the payability accounts for the standard deduction, the treatment charge and the refining
charge. Typically, zinc would be a penalty element but we assume that zinc, lead and copper are not paid
and that the metal component offsets any penalties. Once more information is available on the process
route, concentrate types/quality and marketing we will update out assumptions.

Source: Henslow Source: Henslow
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Gold the dominant source of revenue despite other metal production

• Our analysis of NPV sensitivity to commodity prices show that a 10% increase in the gold price from
US$1750/oz would increase our pre-tax NPV10 by 26% and after tax it would rise by 29%. An increase in
the gold price by US$25/oz would increase our pre-tax NPV10 increase by 1.2% and after tax it would be
1.1%.

Gold 96%

Silver 4%

Zinc 0%

Lead 0%

Copper 0%

Figure14. Modelled LOM revenue split (US$m) Figure 15. Sensitivity of NPV10 after tax in A$m
to commodity prices
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Pick your own discount rate and gold price for the Hualilan Project NPV

Based on our analysis of potential project developments for Hualilan and the
valuation for CEL it would appear that the market has given minimal benefit to the
exploration success at Hualilan or the potential value of the expanded ground
position in Ecuador.
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NPV A$m pre tax
Discount rate

5% 6% 8% 10% 12% 14% 15%
1500 717 661 564 482 413 355 329
1600 874 808 694 597 515 445 415
1700 1031 956 823 712 617 536 501
1750 1110 1029 888 769 668 582 543
1800 1188 1103 953 826 719 627 586
1900 1345 1250 1082 941 821 718 672
2000 1502 1397 1212 1056 922 809 758
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NPV A$m post tax
Discount rate

5% 6% 8% 10% 12% 14% 15%
1500 438 398 328 270 222 182 164
1600 540 493 412 345 288 241 220
1700 642 589 497 419 354 300 276
1750 693 637 539 457 388 329 303
1800 744 685 581 494 421 359 331
1900 846 780 665 568 487 418 387
2000 948 876 749 643 553 477 443
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