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"We present a mining project
evaluation method that recognize
district-specific catalysts as key in

mining developments as an effort to
reinforce traditional valuation

methods and to better allow investors
to assess the value of a project

 beyond a Net Present Value (NPV).

We are certain that only those teams
that are able to identify and build on

these district-specific assets should be
considered for potential investment in
the modern real-time conditions that

have changed the rules that make a
mining project able to succeed"
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Introduction to district valuation

The crusade for the holy grail of mining investment is led by the guts of
veteran investors and industry experts who assess the likelihood of a team
to succeed based on previous achievements and the alignment of
conditions that make a case promising. This intuition is (almost) always
supported by some numbers that make an investment reasonable.

Traditional valuation methods in mining have, for good reasons, focused
on assessing the geological, mining, engineering and financial
aspects supporting a project, with variations in the method used depending
on the stage of the project according to the mining cycle. In addition to
Discounted Cash Flow (DCF) analysis, these models have increasingly
included advanced mathematical and statistical tools to estimate NPVs,
and whilst great when modelling technical merits, they are blind to
feasibility factors sometimes as critical as the geological and mining
criteria; two of the most relevant being social and environmental assets.

We call them assets, because they are so in the modern mining
playgrounds, but they are also success catalysts and merit their own
numerical assessment just like the geological and engineering factors.
These assets have been regarded as collateral and sometimes even minor
considerations that must merely be fine-tuned whilst delineating the
resources. Nonetheless, failures experienced alike by majors and juniors
because of miscalculations concerning these factors have represented
increased losses for mining investors in recent years.

District-specific catalysts such as social and environmental factors can be
quantified, to an extent, prior to making an entrance to a new location, and
can be further enhanced by a proper and sustainable business mindset by
corporate management.

We present a mining project evaluation method that recognizes district-
specific catalysts as key in mining developments as an effort to reinforce
traditional valuation methods and to better allow investors to assess the
value of a project  beyond a NPV. We are certain that only those teams that
are able to identify and build on these district specific assets should be
considered for potential investment in the modern real-time conditions
that have changed the rules that make a mining project feasible.

W O R D S  B Y  G A B R I E L  B A Y O N A

04



The PES-CMG 
Project Evaluation System

issue 15 - jan 2017

a) Overview

Figure 1. Categories considered in

the Project Evaluation System
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Our primary goal is to provide integral district-
specific valuations for mining projects that
accurately reflects all factors involved in
achieving feasibility.

Starting with traditional valuationg methods
and key concepts such as the mining project
cycle, and using successful examples to calibrate
the new variables, we are able to present a
project evaluation system for gold projects.

The basis of the system is applicable to any
district and commodity, as long as the
requirements are well understood, which needs
the input from a diverse set of professionals.
Our first version takes on the experience in 10
key areas needed to develop a project in
Colombia over the last decade.

In addition, this system allows us to track
 project developments, as they advance from
early stage to production, focusing on specific
weaknesses and efficiently comparing projects,
by using standard parameters and qualifications.



1) The process starts by obtaining project information in the categories illustrated in Figure 1,
that cover the key elements for starting a new mining operation. This is done via a
predesigned format.

2) The information obtained in step one is processed and results in a series of measures and
calculations which are interpreted in terms of the value or risk they represent to the project.

3) The values and risks are quantified in a methodical process which includes the
identification and application of bonuses and penalties for key features.

4) Ultimately each category obtains a rating and adds up to the economical valuation of the
project. The analized features are considered in terms of the cost they represent or might
represent and the value they are bringing to the project.

5) Finally, we include a highlighted space for flags or alerts which can be positive or negative
and serve as a quick reference for notable aspects to consider.

We define three types of projects according to the stage of the mining cycle:

1) Early Stage Projects
2) Projects with Resource Estimates
3) Projects in Production Stage

According to the stage of a project, some categories are not applicable, as shown below:

b) How does it work?

issue 15 - jan 2017

Figure 2. Categories applicable according to the stage of the project
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Colombia is a stereotypical district with high geological potential but countless
challenges, many hard to quantify and be dealt with, which ultimately have kept both
investors and prospectors from unlocking value.

Red Eagle Mining (TSX:R) is a Canadian gold mining company that have invested over a
decade in Colombia, recently receiving environmental license to operate the Santa
Rosa project. Many considered this a highly unlikely achievement in a country where
evidence has demonstrated a high percentage of failure when trying to start new mines.

Besides being led by a technically proficient team, Red Eagle has been quickly to learn
and adapt to the modern mining markets demands, correctly assessing the costs and
steps needed to achieve its corporate goals.

To reflect the risk factor in our reports, we introduce a "mining risk rating" system that
accounts for the likeability of things going wrong, or going well when following the
development of a mining project and its implications in the overall value or the
entrepreneurship, as well as potential implications that might make the project less, or
more, viable.

c) Mining Risk Rating

issue 15 - jan 2017

Figure 3. Mining Risk Ratings description
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The Santa Rosa Gold Project

Red Eagle's flagship project, Santa

Rosa, takes on the lessons learned over a

decade of interaction between modern mining

and a promising but risky frontier district.

Whilst small in comparison to international

production standards, size is a key metric for

success, and one of Red Eagle's Santa Rosa

primary merits lies on demonstrating that the

puzzle of doing mining in Colombia can be

solved using the correct business mindset.

We present below our analysis report and

integral valuation for the project.

San Ramon Mine Site Initiating Production  ­ Nov 2016

OPHIR Archive

Ran Ramon Staff & Local Administration

Red Eagle Web Site
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I) GENERAL

A
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS
Related to overall project characteristics

> None

Red Eagle Mining focused at Santa Rosa due to the combination of qualities that made the project feasible. One of

such conditions is being a high­grade underground project.

The nation's popular conception is that mining is an environmental sin that should be banned at all levels. This is in

part attributable to the uncontrolled and illegal operations that wreak havoc country­wide.

Many of these non­technical operations profit at the expense of "intangible" environmental assets using over­sized

surface mining equipment. Colombia has yet to see tangible improvements and benefits attributable to large scale

modern mining, and starting by permitting a project with less environmental footprint, such as an underground

operation, is a wise approach to introducing new options for local industry.

$0 *

Santa Rosa Countryside from Red Eagle's HQ

OPHIR Archive

* General conditions of a project do not add value per se, but can be detrimental in many cases
09



II) LEGAL & PROPERTY

B
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS
Related to title ownership, shareholder participation, options, surface rights and project status

> Potential delays by
other title owners
participation
> In Production

The project is backed by key industry firms that contribute as operators or financing groups and have significant

participation to ensure aligned objectives. Red Eagle has ensured that it has a majority participation in each of the key

mining titles and has proper agreements with all legal stakeholders.

$1'528,379
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III) FINANCIAL

A
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS
Related to liquidity conditions

> None

After completing two equity financings in 2016 for CAD$ 20 million, and with a 200% share appreciation in the last 2

years, management has demonstrated ability to maneuver through the liquidity scarcity times relatively well,

successfully funding the advancement of the Santa Rosa project including mine and plant construction,  covering the

majority of the commissioning costs in 2016. 

The current conditions and production forecasts reduce financial risks in addition to the institutional support that back

up the project in case of cost overruns or unexpected delays. The financial structure of the company makes it

an interesting option for gold investors as dividends and interest payments are intended to be paid in metal.

$0

Red Eagle's stand at Feria Minera in Medellin

Red Eagle Website

11



IV) PROSPECTIVITY

N/A
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS
Related to district conditions and geological prospectivity

 > High grade local
workings

The Santa Rosa project targets high grade mineralized breccia intruding the Antioquia batholith. Artisanal workings

including underground excavations as well as surface workings have been operated previously.

This section of analysis is not included in the valuation as the Santa Rosa project is in production stage.

N/A

Early days surface prospecting

Red Eagle Mining Website
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V) TECHNICAL STUDIES

N/A
RISK RATING

HIGHLIGHTS

SEGMENT
VALUATION ($US)

COMMENTS
Related to completed studies and results

from exploration and drilling

 > High grade local
workings

From project evaluation to resource estimation and

mine design the processes described are clear with

a comprehensive set of data that describes Red

Eagle's plan for the near future.

This section of analysis is not included in the

valuation as the Santa Rosa project is already in

production.

N/A

Geophysical Survey at Santa Rosa

Red Eagle Mining Website
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VI) RESOURCES

N/A
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS

 > None

Related to exploration costs and quality of mining reserves and resources

The project reserves are currently delineated to 250 meters in depth with brownfield potential to the east and in depth. The

mineralized zone consists of a 2 km strike line with an up to 20 meters wide shear zone. The concern for lack of continuity

in batholith intrusions that might affect the resource modelling is addressed by a detailed ore production delineation drilling

program that has to this date surpassed modeled grades and mining width. In addition to the current reserves, additional

satellite targets (Rojo and Canada Rica) are currently in exploration with resources expected for Q12017.

N/A

San Ramon Site Resources Model

Red Eagle Website
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VII) PERMITS

A
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS
Related to permit status and environmental considerations 

 > Environmental
Licence granted

In an Intertropical Convergence Zone country as Colombia, environmental issues are countless and Red Eagle's

processes have been remarkable, providing them a 99% accomplishment notice by Local Environmental Agency. These

processes include an Ecopark, reduced impact through redesign, state of the art water management with no discharge to

creeks, cyanide detox, soil recovery, grassing, hydro seeding and protection of SILAP protected areas with 900 ha in

conservation. Aerial survey of the zone reveals high care in merging the operation with the environment, 

$932,283

Mine Site Slope Management

OPHIR Archive
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VIII) EXPLOTATION

A
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS
Related to NPV analysis, investment yield and cash cost margin in relation to gold price

 > None

Production started in November 2016 and is expected to achieve commercial levels in Q1 2017. The construction

phase was greatly benefited by a 57% Colombian peso devaluation during 2014­2015 period, contributing to

completion on time and budget. The plant has a throughput capacity of 1,000 tpd and can be expanded to 2,000 tpd if

needed with a US$12 million investment. Operational economics are improved by reduced waste/ore ratios with up to

44% of the tailings reused in the stopes. Most impressive by Colombian standards is the use of a fully mechanized fleet

and the field­tested 5 point system for development and support in line with high corporate safety standards.

$160,598,173

Underground Front Loaders 

Red Eagle Corporate Presentation
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IX) INFRASTRUCTURE

A
RISK RATING

HIGHLIGHTS

SEGMENT VALUATION ($US)

COMMENTS
Related to logistic strengths, access and general infrastructure conditions

> More than 50 km
from airport

Santa Rosa combines a set of logistic conditions that favors feasibility of the project, including easy land access from

the mining capital city of Colombia, Medellin, a prudent distance from highly populated areas, being conveniently

concealed in the midst of beautiful country landscapes, and provided with the basic utilities to operate.

$1,816,757

San Ramon Site Facilities

OPHIR Archive
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X) SOCIAL

AA
RISK RATING

HIGHLIGHTS

SEGMENT
VALUATION ($US)

COMMENTS
Related to socioeconomics and employment conditions

 > None

This is an area where Red Eagle shines in comparison to local and international standards as there are no shortcuts

taken by the team in approaching Santa Rosa's surrounding communities. A sincere ($) commitment to the well­being

and progress of the region is reflected in the sheer amount of well­thought programs and community improvements.

Faithful to their slogan "Mining Well Done", this business approach might be a key element in achieving project

sustainability, a return on the investment and open doors to access new districts in today's market conditions.

$660,356

Students from Red Eagle's Gastronomy School

Red Eagle Website
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PROJECT VALUATION

99.2
PROJECT SCORE

CONCLUSION

SANTA ROSA PROJECT 
INTEGRAL VALUE (US$)

This project score (Scale 0 ­ 100) represents a visual guidance of the sum of elements that make

a project successful, under Colombian standards, considering all the processes, bonuses and

penalties defined by the Project Evaluation System.

As of January 3, 2017, the market price of Red Eagle is 4.7% below our valuation for the Santa

Rosa project. This remnant upside potential makes us conclude that the market has reasonably

appraised the Company matching the current integral value of the Santa Rosa project.

Further value, not currently reflected in the stock price, can be derived from the inclusion of the

Santa Ana and Vetas project in the valuation. These additional projects in Red Eagle portfolio

share some of the winning criteria that apply to the Santa Rosa project as well as other

strenghtness and weakness of their own and merit a dedicated analysis.

Red Eagle's achievements at Santa Rosa are the result of disciplined dedication and hard work

ethics applied to a worthy vision that takes on the classic win­win saying and marks a route and

point of reference for future endeavors in the local and global mining markets.

$165,535,766
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There is much to highlight when addressing what Red Eagle is  doing in Santa Rosa, and

probably it all comes down to the simplicity and a genuine win-win atmosphere that

surrounds every process at Santa Rosa's operations site.

Amidst the storms coming with the Colombian post-conflict era, Red Eagle has built its

house on the rock; not just because the advantageous geotechnical conditions of the

Antioquia Batholith, but for a well-planned design that imbeds the Company in the social

fabric of the region, giving it the opportunity to fulfill its long term expectations.

After years pressing through a dark tunnel listening to gloomy experts expressing how it is

not possible to do mining in Colombia, looking at the development at San Ramon site can be

a dazzling experience at first. It does not look like Colombia; and certainly, it is inspiring to

see the same project management abilities and disciplined mindset that allowed the

Canadians to build underground cities with just a few days of summer in a year, put into

practice in Colombia where the sun is always bright. Their working pace is an example of

what type of returns can be accomplished in the tropics.

Whilst their accomplishment might seem modest in the eyes of some industry experts in

terms of size of the operations, many underestimate the real value behind the success of a

modern mining company; realizing that the plant size and depth of the mine design is just

the tip of the profitability iceberg.

Much before social and environmental anti-mining turmoil took the headlines in Colombia,

Red Eagle established a corporate strategy that has surpassed the vision of the majors for the

region. In key areas where others, big and small, have failed, Red Eagle has adapted. It comes

down to not cutting corners, which many desperately seek under the pressure of showing

short term profits, sacrificing the sources of mid-long term sustainable income.

RED EAGLE’S WINGS BRING A WIND OF CHANGE FOR COLOMBIA MINING

Colombian Mining Investment -
Final Thoughts
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The author certifies that the ideas expressed in this report reflects his personal opinion about the company of
concern. Also, the author certifies that he has not received  any direct or indirect payment in exchange for
expressing a specific view in this report.

This report is for informational purposes only and should not be taken as investment advice. We recommend prior
to making any investment you consult with your accountant or securities professional. All information provided is
based on information publicly-available from third party providers, of which we have not independently verified data
contained therein. The mineral industry is inherently volatile and information presented is only as of the time of the
report and such volatility in commodity prices, regulations and political conditions, and operating results are subject
to change of which we do not assume any liability for accuracy of our report as a result of such changes. 


