Meridian Mining Looking For VMS Copper-Gold District Play

1. Introduction

It is not often that you see a Partner of a multi-billion-dollar resource fund part
ways with his former colleagues and accept the challenge of turning around a
headache dossier of that fund by himself. This is exactly what happened to
Meridian Mining (TSXV: MNO) where then-Partner Gilbert Clark of Sentient Equity
Partners came to the rescue. The result is effectively a brand-new company
without debt, cashed up with a roster of new investors, and a “company maker”
new asset: the Cabacal copper-gold project in Brazil, which is an exciting copper-
gold VMS belt scale project with huge potential.

Meridian acquired the 100% rights to Cabacgal not long ago in August 2020. The
project itself has been hidden from the public markets for the last 30 years, either
within the project portfolio archives of the mining giant Rio Tinto or subsequently
in a Brazilian private company. The asset has an extensive database, including
over 600 diamond holes, over seventeen thousand assays and geophysical surveys
measured in the thousands of kilometres.

Meridian is managed by Gilbert Clark, currently being Executive Chairman, and the
recently appointed CEO Adrian McArthur. They in turn lead a 100% Brazilian
operations team that have been together for nearly 10 years. Meridian’s
shareholders are set to benefit from a modern exploration program on a project
that was proven up by the majors in the 1980’s, then forgotten by the market.
Let’'s see what Clark, someone with probably one of the best rolodexes in the
industry, could achieve here.

All presented tables are my own material, unless stated otherwise.
All pictures are company material, unless stated otherwise.
All currencies are in US Dollars, unless stated otherwise.



2. The Company

Meridian Mining is a Brazil-focused mineral acquisition and exploration company
focused on developing the flagship Cabacal copper-gold VMS belt scale project,
alongside owning several other projects, also located in Brazil.

Brazil is a well-known mining jurisdiction with a wide variety of significant
commodity resources, but also falsely known for sometimes slow and bureaucratic
permitting processes. However, it does have varying state policies towards mining
and the environment. As a result, the ranking on the Policy Perception Index
according to the last Fraser Survey of Mining Companies isn’t very high, coming in
at #56 out of 77 jurisdictions worldwide. This deserves further nuance though. As
always, this is directly connected to several factors in reality, as there are
management relations with local and federal governments, the state where
projects are located, and specific parts of the country regarding climate. Also, lots
of large producers are active in the country for a long time and recent acquisitions
of large mining projects, so the Survey seems subjective to say the least, and its
results are closely tied to the interviewed companies.

In case of Meridian, relations with governments agencies have always been
excellent and respectful since the company had been operating a manganese mine
for five years and is present in Brazil for seven years. The state in question for the
flagship Cabacal project is the Mato Grosso state, which happens to be one of the
most mining friendly states in Brazil. In addition to this, the current Federal
Government led by Jair Bolsonaro is extremely mining friendly, as he sees mining
as a great opportunity to bolster the Brazilian economy. I am certainly not a fan
of his policies towards the Amazon jungle and its indigenous inhabitants, but at
least Meridian enjoys a positive environment for their business. Speaking of
indigenous people, the Cabacal project is free from indigenous lands and hence
does not impact their traditions or histories which saves a lot of permitting time
beforehand. The Cabacal project region is also not located in the Amazon jungle
area, free of garimpeiros (artisanal miners), and there are no active NGO’s
present, having the habit of making life difficult for everything related to mining.

The company is run by two people: President and CEO Adrian McArthur, and the
aforementioned Executive Chairman Gilbert Clark. McArthur is a geologist holding
a PhD, has over 20 years of experience in exploration, and was the VP exploration
of Meridian before he was promoted to CEO. Clark worked many years in various
roles with the Sentient Group and their spin-off Sentient Equity Partners, running
multi-billion dollar resource funds. He also worked for QGC/BG Group, an
unconventional oil and gas company, and worked all over the world in natural
resource businesses before joining Sentient. After overhauling Meridian, his
primary role will be to provide leadership of the Board and guide the long-term
corporate objectives of the Company. After 12 years with Sentient and the closure
of the funds he felt it was time to go back to the mining industry. His plans for
Meridian, in the medium to long term is, together with McArthur, to develop Brazil's
next Mid-Tier copper-gold project from the first drill core at surface to the first
copper-gold concentrate export.

Recently management instated an advisory board, for counsel on exploration and
development of Cabacal. The accumulated experience of the six men comes in at
274 years in total, and 3 of them have been involved as geologists with the Cabacal
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project for a long time, others are a very experienced geological engineer and
likewise metallurgist.

Some basic information on share structure and financials: Meridian Mining has a
pretty tight 111.2M shares outstanding. The fully diluted share count stands at a
173.5M shares, as there are 10.4M options (on average C$0.07-0.44 strike price)
and 50.9M warrants (C$0.11-0.30 exercise price, so all in the money now). The
large warrant position is a result of series of financings in the past at much lower
prices, during the corporate turnaround process and to a lesser extent the last
C$4.25M financing at C$0.20, with a half warrant at C$0.30. Clark told me he
planned to have warrants being exercised during 2021 from the company’s
supportive shareholders, so this will provide up to C$5.3M in fresh cash, to further
invest in Cabacal.

The company is how essentially debt free, as Clark managed to negotiate loan
settlements for the amount of C$23M in total with Sentient for equity and royalties.
Sentient gifted back 141M shares to the company as part of the restructuring and
received post-consolidation equity (11.9M shares) resulting in a share structure of
83.4M shares at the time (July 20, 2020), in addition to a set of three 3% royalties
on the Espigao, Mirante da Serra and Ariquemes projects, which all can be bought
back for C$2M each. Recently, management, which is very active in equity
management, in order to maintain orderly trading, managed to cross out Sentient’s
overhang and another legacy block of shares to safe long-term hands. The current
cash position according to management stands at C$4.5M. The current share price
is C$0.385, resulting in a current market cap of C$42.81M.
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The chart clearly shows the picking up since the restructuring in July last year and
picking up the Cabacal project a month later. Following the expiry of the locked up
stock in November and the completion of the C$4.3M financing in December, and
the improved copper price environment in 2021 the stock has performed well, with
a significant increase in both trading volumes and also share price. Management
and Board own about 6% (Clark holds about 1%) so there is decent skin in the
game. A selection of loyal high net worth investors in both the UK and Canada own
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approximate 40% of the shares, with the largest holder owning approximately
19.9%.

3. Projects

Meridian Mining owns 3 projects, the flagship Cabacal copper-gold VMS project in
the state of Mato Grosso, Brazil, the Espigao manganese-polymetallic mine in the
state of Rondonia, Brazil which is put on care and maintenance since 2019 and the
PEA stage Ariquemes tin project, also located in the state of Rondonia, Brazil. As
Cabacal is the main focus of management, my analysis will zoom in on this project.

The Cabacal project is located in the Alto Jauru Belt, a historical centre of gold and
base metal mining in Brazil. The project is an advanced copper-gold Volcanogenic
Massive Sulphide (VMS). VMS deposits are a type of metal sulphide ore deposits,
predominantly containing copper and zinc, but also precious and base metals.
Typically, VMS deposits often form clusters, occasionally up to 100Mt (Noranda,
Kidd Creek Mine, Bathurst No. 12 Mine. VMS camps in the past have provided mid-
tier companies with decades of stable mining operations and associated cash flows,
even during depressed commodity price cycles.
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Cabacal has continuous tenements that cover almost the entirety of a largely
unexplored 30km VMS camp endowed with significant copper-gold and associated
silver, zinc and lead mineralization. During the short first phase of activity over
600 diamond holes were competed as well as thousands of assays, kilometres of
geophysics, soil surveys and mapping programs. This data was used to design
build and reconcile against the Cabacal gold mine by BP/Rio, so Clark and
McArthur, having worked with similar datasets before, are highly confident on its
quality.

Meridian has completed an option to acquire 100% of Cabacal from the vendor,
and the project consists of a total of 30km of strike of prospective geology and two
small historical mines, Cabagal and St Helena which bookend the main 14km Mine
Corridor.
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The Cabacal deposit was discovered in 1983 and previously mined by the oil major
BP, who operated it as a small high-grade underground gold mine until BP’s global
mining portfolio was sold to Rio Tinto in 1989. Rio closed the mine in 1991 to focus
on developing BP’s other asset they had acquired at the same time; the giant
copper mine of Bingham Canyon. At the time of mine closure, the approximate
price for copper and gold was US$1.04/Ib and US$ 365.0/0z respectively.

During operation as a gold mine, a high cut-off grade of 3.0 g/t Au was used, which
was key to leaving behind an extensive, near surface, shallow dipping, stacked
sheets of thick copper-gold (with additional silver-zinc-lead) mineralization in the
central zone of the deposit. Having this mineralization starting 20 meters from
surface, this sets up Cabacal’s future firmly as an open pit operation. The
mineralization was only defined down to about 175m depth, but remains open so
there is future upside still to be found.

The Cabacal deposit currently has an historical resource of 21.7Mt @0.6% Cu and
0.6g/t Au based on an evaluation of the then limited historical drilling data in 2009.
Verification of the historical mineralization of the stacked sheets, together with the
potential extensions of high-grade trends beyond the mine's limits is now the focus
of the recently commenced inaugural drill program. As the main zone of massive
to stockwork, stringer and disseminated copper-gold sulphide mineralization was
never mined, Cabacal’s copper-gold mineralization remains open beyond 175
meters below surface, and along strike. As the historical deposit is shallow-dipping
and consists of thick, wide layers of mineralization, drilling it out should not be
very costly.
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The mineral system extends over a strike of 1,800m and has been defined by over
400 historic diamond drill holes. It is shallow-dipping, making it an attractive target
for open pit development. As can be seen in the diagram below, only half of the
1.8km mineralized zone has seen proper infill drilling in the past, and excellent
grades persist past the lower levels of the old mine’s development.

The historic intercepts shown in the section below have pretty good grades for
open pit mineralization, as for example 1.0 g/t gold or 0.7-0.8% copper by itself
is already very positive at today’s metal prices, let alone a combination of both
metals. As BP and Rio Tinto weren’t focused on zinc, silver and lead, often the
historic drill holes weren’t assayed for these metals. Meridian’s drilling and the
resampling on available historical core will expand the multi-element database.
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The same drill program conducted in the 1980-1990 period by BP Minerals
returned even more impressive results:

* DDH 482: 15.0 m @ 5.5% Cu, 1.31 g/t Au, 24.72 g/t Ag and 1.20% Zn
» CAIK 211: 29.3 m @ 6.0% Cu, 3.10 g/t Au, 28.80 g/t Ag and 0.70% Zn
* DDH596: 13.4m @ 5.2% Cu, 2.66 g/t Au, 9.54 g/t Ag and 0.49% Zn

Holes 482 and 596 can be seen in this 3D view:

£ (1

Meridian reported these results from an external 1990 report prepared for Rio
Tinto, completed just prior to the closure of the Cabacal mine, and verifying these
high-grade intercepts of potential extensions will be top priorities, as management
has now started the process of twinning these holes. As the drill orientation from
the past was predominantly vertical, management believes BP could have missed
gold vein structures that were found to be steeply dipping as mine development
advanced. The infilling and extensional parts of the drill program will be angled,
so this will help in potentially intercepting these vertical gold veins.

The explored part of the project did see lots of drilling and other exploration in the
past, as there are for example in total 70,000m of drilling, 2800km aerial line
geophysics, 190km of ground geophysics, and 977km of VTEM lines, of which the
VTEM results can be seen in the map at the left below. Much of the drilling outside
of the Cabacal mine environment was focused on the St Helena Zinc deposit,
leaving many of the regional targets untested.
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As is often the case, (base) metal deposits/mineralization can be associated with
electromagnetic highs. These geophysical anomalies are associated with
conductive accumulations of sulphide minerals in the bedrock. Multiple targets
already have been identified in the past by former operators, and the number of
targets combined with existing geology has strengthened management in their
believe that the project could be a major VMS district in the making. According to
McArthur, more zinc-rich end members of VMS deposit styles have lower
conductivities and require complimentary exploration techniques to discovery.
VMS camps can also host gold-rich/base metal poor end members, and Meridian
is carefully reviewing all historical geochemical data to ensure work programs are
optimised to evaluate all discovery opportunities.

W

Cu_pect
B o-o1
B o1-25
W 025-05
]os-1
Bi-10
W w0-25
M 25+

It will be interesting to see if Meridian can prove up the targeted (high grade)
extensions on strike or even at depth, but also potentially find completely new
mineralization at the defined targets alongside the 14km Mine Corridor. BP era drill
holes like 29.3 m @ 6.0% Cu, 3.10 g/t Au, 28.80 g/t Ag and 0.70% Zn, or 29.5m
@ 1.4%Cu and 1.3g/t Au aren’t the norm of course, but if we estimate average
intercepts of 15m @ 0.5% Cu and 0.5g/t Au which is already indicating supportive



economics at such a low strip ratio (I estimate this at 3:1 on average, and a 1.0g/t
Au open pit operation is already economic at a strip ratio of 4:1 at a gold price of
US$1250/0z), and the company manages to find a new mineralized envelope of
for example 700m wide, 1000m long and 15m thick, and a SG of 2.75t/m3, this
would result in 28.9Mt of economic mineralization. Higher grade copper and gold
of course doesn’t need such dimensions to return the same amount of metals.
Meridian would naturally like to see the resource potential grow beyond the
historical inventory as new targets are tested and extensional drilling is
undertaken. Management would like to see Meridian test the potential for a 50Mt
inventory with similar grades to the historic resource.
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Cabacal, now and with future discovery success, is definitely targeting the larger
VMS belts. The proving up and expansion of the historic resource is a start for
sure, as profitable copper deposits are always of interest. To give an indication,
for example a back of the envelope estimate on a potential 50Mt resource could
easily result in a hypothetical NPV8 of US$300M at current metal prices minus a
15-20% discount for stress-testing. With many VMS camps in decline or
exhausted, Cabacal has the potential to provide Meridian with similar multi decade
financial benefits as for example Flin Flon did for Hudbay. This is all very forward-
looking of course, but it shows what could be possible here, but the vast VMS
potential is what got Clark really excited when he decided to take on the Executive
Chairman’s role.



For now, the company has planned a 60-70 hole drill program for 10,000m, of
which 30 holes will be twinning holes, in order to verify the historic resource
estimate. Management is targeting a maiden NI43-101 compliant resource
estimate by Q4, 2021. Besides this, the company is also looking to expand the
mineralized zones and potentially find new VMS-style satellite deposits. For this
purpose, they have planned IP/EM surveys, soil sampling, trenching and 2000-
3000m reconnaissance RC drilling, and downhole BHEM vectoring.
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Meridian received a key environmental permit on March 4, 2021, which was
required for commencing exploration activities at Cabacal. The first drill program
started on March 14 after mobilization, and the first assays are expected around
late April. Management also commenced verification of a 600 hole historical data
base from BP/Rio Tinto, and the first EM surveys commenced last week. Bore-hole
EM surveys are conducted on the initial 2021 drill holes as soon as possible, but
also on historical collars if eligible. Other reconnaissance exploration will be
executed as well, for example drone-based surveys and trenching, and a lot of
time will be spent on locating historical drill holes.

As CEO Dr Adrian McArthur puts it:

“The Company's focus this year is to bring Cabacal's extensive historical database
into compliance with NI43-101 reporting standards and commence exploration on
the promising satellite targets for Copper-Gold and other base metal and silver
mineralization across this VMS camp.”



To see where this exploration program fits in regarding the option agreement
with the vendor, the company constructed this table:

Payment Schedule Requirements Vendor Payment Vendor Payment
(Months) (USD) (Shares)
On signing MNO will have_ _excluswlty_durlng the 25.000 .
Due Diligence period
4 Positive Due Diligence; Filing of Title Transfer 275,000 —

1st phase drilling program, subject to statutory
16 approvals & access agreements, 1,750,000 —
with independent QP review

22 Completion of NI 43-101 resource estimation — 1,000,000*
31 Positive Feasibility Study concluded 1,850,000 1,500,000*
est 41 Installation Permits (LI) granted by 2,250,000 2,000,000
Mato Grosso State
Cabacal mine construction finance 2,600,000 .

has been secured

If everything proceeds according to plan, Meridian should be able to complete
payments 3 and 4 before year end. These terms seem to be excellent considering
the resource potential, as the requirements amount to an estimated C$10M over
nearly 4 years, plus shares. Meridian will undoubtedly have to raise more money
in the process, but likely at higher share prices as well, especially with the expected
drill results, so dilution can hopefully be limited. After all is said and done, Meridian
will own the project 100%, and if they can actually prove up a Feasibility Study
(FS) with a hypothetical back of the envelope after-tax NPV8 of US$300M as
estimated, it seems like a good deal to me and to Meridian’s other shareholders.
Let’'s have a look first where Meridian stands regarding their peers with this
hypothetical potential.

4. Peer comparison

A solid analysis can’t do without a decent peer comparison, so here we go for
Meridian Mining. Some caution is in place, as always with peer comparisons, one
has to be careful and avoid blind acceptation of the companies which are
compared. There are many opportunities with peer comparisons to make the
company of choice look better, by for example cherry picking peer companies with
relatively high metrics, which generate high valuation ratios like EV/Ib or P/NAV.
Another hot item with peer comparisons is being able to find the most equal
companies regarding quality and size of projects, jurisdictions, financial situation,
backing, management, permitting, in short everything that makes every project
and company so unique in this space. The better the resemblance, the more useful
the company for a comparison.

Finding resembling peers can often be pretty difficult, and in that case I usually
more or less construct something of a wider sector overview, by selecting
companies predominantly looking for the same metal with their flagship project,



but often in different jurisdictions or at different stages, operation type or size. In
my view this all helps to instil a better understanding of valuations of a sub-sector,
in this case copper/copper-gold developers. You start seeing potential connections
between stage, size, economics and valuation. Often things are more complicated,
as for example metallurgy or permitting don’t show up in numbers, but it provides
solid basic understanding. I do urge you to conduct such peer comparisons yourself
for every sub-sector you invest in, or would like to invest in, as it could be
enlightening, and you might very well stumble upon other opportunities you never
knew existed.

Of interest and often a good starting point are in this regard the simple peer
comparisons on one metric which can often be found in company presentations. If
you find those comparisons in 4-6 different presentations, it is likely you cover a
significant amount of your sub-sector, barring gold of course with hundreds of
candidates. Other interesting presentation materials in this regard are country
maps, indicating humerous other projects/deposits, often to indicate mineralized
potential in the region.

In the specific case of Meridian Mining, it also wasn’t easy to find a wide array of
useful peers on the TSX, as I focused on finding companies with VMS style
deposits. I managed to land five other companies, so I decided to take the sector
overview route here, resulting in a relatively extensive 3-part table. All companies
with VMS deposits are highlighted in bold and green at the top of the tables. I tried
to separate them clearly from the others, as VMS deposits are usually much
smaller and higher grade compared to for example the large porphyries in Latin
America, which often have totally different economics and metrics as a result.

Here we go, the first table shows the basics:

Copper/Copper-Gold explorers/developers
Ticker  |Company PPs o/s IMC Working |Debt EV Durisdiction |Flagship project
Capital | |
s M M CS MCS MCS MCS

|mNo.v | Maridian Mining 0385 1112 42,51 6.5 o Brazil |Cabagal

AMCV | Arizona Metals 1,500 77,34 146,95 14 0, 133lArizona, US |Kay Mine, Sugarloal
QCCU.V |QC Copper and Gold 0,220| 105,05 231 17,3 0 6)Quebec, Can {Opemiska
KV Kutcho Copper 0,500 79,25 39,63 2 35/ 73 British Columbia, Can Ilmtdoo

FOM.V  |Foran Mining 1,100, 180,07 198,08 23 0 175 Saskatchewan, Can My Bay
TMQ.TO [Trilogy Metals 2,760 144,19 397,96 111 0 387 Alaska, US INr.ti(, Bornite
WUV [Wearld Copper 0,110 132,33 14,56 1 0 14 Chile {Cristal, Escalones
DSM.V  |Deep South Resources 0,185| 13834 25,70 4,7 0} 21{Namibla {Haib

CWAM.V _ {Crown Mining 0,220 92,53 20,36/ 0,7 o 20iCalifornia, US |Meonlight

MARITO |Marimaca Copper 4,590 83.2 381,59 23 0 359{Chile {Marimaca

PMLV _ |Panoro Minerals 0,190] 264,38 50,23 21 2.7 511Peru {Cotabambas, Antilla
NCX.V Northisle Copper and Gold 0,280 146,42 41,00 10,3 0} 31British Columbia, Can i\Red Dog, Hushamu
DNT.TO |Candente Copper 0,185 252,2 46,66 04 [ 46 Pery {Canariaco Noete
WRN.TO |Wastern Copper & Gold 1,800 135,75 244,35 317 o 213lYukon, Can {Casino

JOSE.V _ Josematia Resources 0,760 302,59 229,97 6.8 0 223|Argentina LoseMana

SURG.V |Surge Copper 0,500 129,19 64,60 6,2 0 SsT;Buush Columbsa, Can |Ootsa, Berg

FILV Filo Mining 2.980] 110,77 330,09 38 o 292|Argentina |Fito Del Sol

NCU.TO |Nevada Copper 0175 1820 318,50 a0 161} 440! Nevada, US {Pumpkin Mollow
CGP.V Coenerstone Capital Resources 3,780 34,11 128,94 6,5 0,3} 123|Ecuador/Chile [Alpala (Cascabel)
DCMC.V  |Dore Copper Mining 0,970, 53,16 51,57 16 0 36{Quebec, Can {Corner Bay, Cedar Bay
NWST.V [Northwest Copper 0,820 111,25 91.23 7,60 0} 84} British Columbia, Can | Kwanika/Stardust
NGEX.V |NGEX Minerals 0,600 124,79 74,87 2.5 0} 72{Chile |Los Helados

MLV Highland Copper 0,100] 472,93 47,29 0,2 24,81 DIMochngan. us {Copperwood, White Pine

As can be seen, finding a good peer for Meridian already is a challenge, as there
are no Canadian listed copper developers in Brazil, and not too many with a VMS




deposit having a resource estimate done on them. There are a few interesting VMS
explorers out there like Pan Global Resources (CEO Tim Moody), District Metals
(CEO Garrett Ainsworth) and Sun Peak Metals (former Nevsun team), already
sporting a considerable valuation in the market for management and their
exploration potential, but they have no or only a very small historic resource so
there is no point including these companies.

The second table is a more telling one for valuation purposes, as it generates the
EV/Ib metric, the only possible metric for advanced explorers and developers
without economic studies, although it is a limited metric as it doesn’t say anything
about the profitability of a deposit:
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The table shows that Meridian Mining already has a more or less about average
VMS-related EV/Ib ratio, based on the historic resource nhumbers. Management is
now exploring to verify and grow Cabacal, and intends to prove up a full-blown
typical VMS district play with multiple satellite deposits. If this strategy succeeds,
resource figures could go up significantly, and the share price will likely re-rate
even more, as the large VMS exploration potential is being tested and proven in a
large-scale / systematic drill program for the first time in a generation. The historic
resource offers a great base level platform for growth, as it was developed using
the 1980’s drilling which was only focused on the historic underground mine, and
at previously much lower metals prices (US$845/0z Au and US$1.80/1b Cu).

Arizona Metals is an interesting peer for Meridian as both companies are
conducting resource development programs around a well-defined historic VMS
resource. It is valued higher as it also has a historic gold resource. QC Copper and
Gold is valued much lower as it has a very low EV/Ib CuEq number because of their
relatively high working capital compared with their market cap. I added their 36%
holding of Baselode Energy to their working capital, in order to avoid confusion.
This equity holding should actually be discounted as such a large block can’t be
sold or crossed anytime at the markets and share prices vary, there are tax
implications on the proceedings etc, but for simplicity sake it was included at
current market prices.

On the other hand, a company like Trilogy Metals has an extremely large VMS
deposit, and illustrates the advantage of controlling the entire VMS belt in a junior,



with a deposit size of 221.9Mt at high grades. The artic location and significant
US$906M capex tend to bring down EV/Ib CuEq numbers, as larger deposits are
discounted since their capex is harder to finance for a junior. Notwithstanding this,
South32 decided to ]V the project in 2019 on a 50/50 basis, confirming interest
for size and quality by a major producer.

Although Meridian doesn’t have an economic study completed yet, I always like to
compare economics, to see what potential deposits could have in this regard. And
more importantly, how this in turn affects the share price over different stages.
Let’s have a look at the next table. I used a copper price of US$3.00/Ib, as this
still is the threshold for mining financiers for the longer term. To get an impression
about NPVs, IRRs and the resulting P/NAV, the most important metric in mining
(together with P/CF for producers), here are the most telling figures taken from
economic studies:

Copper/Copper-Gold explorers/developers
Ticker  |Company Capex |Tpd Capex/Tpd |Cash cost INPV7,5 NPV7,5 IRR NAV P/NAV
ussm @ Mm@ % csm
USSM us$/lb_ |Us$3/ib us$3/ib
1,25
|MNO.V  Meridian Mining |n/A N/A N/A N/A N/A N/A N/A N/A N/A
AMC.V  |Arizona Metals N/A N/A N/A N/A N/A N/A N/A N/A N/A
QCCU.V Q€ Copper and Gold N/A N/A N/A N/A N/A N/A N/A N/A N/A
|kc.v Kutcho Copper 177 2500} 70800 0,67 253 316 31% 318 0,12)
FOM.V |Foran Mining 200] 3600 58056 0,44 148 185| 20,10% 208] 0,95
TMQ.TO |[Trilogy Metals 906 10000/ 90560 0,32 1077 1346/ 27,10% 2715 0,29{
WCU.V  |World Copper N/A N/A N/A N/A N/A N/A N/A N/A N/A
DSM.V  |Deep South Resources 341 55000 6200 1,34 957 1196] 29,70% 1201 0,02
CWM.V__ |Crown Mining 513 60000 8550 2,6 163 204] 12,80% 204 0,104
MARILTO |Marimaca Copper 285 25700 11083 1,22 488 610] 33,50% 633 0,
PMLV  |Panoro Minerals 1533 80000 19163 1,22 683 854] 16,70% 856 0,06]
NCX.V__ |Northisle Copper and Gold 1154 75000 15387 0,65 830 1038] 18,20% 1048 0,
DNT.TO [Candente Copper 1560 95000 16421 0,93 1754 2193] 22,30% 2193 0,02,
WRN.TO |Western Copper & Gold 2460] 145000 16966 -0,81 1650 2063| 20,10% 2094 0,12]
JOSE.V  [Josemaria Resources 3091] 152000 20336 1,55 1530 1913 15,4% 1919 0,12
SURG.V |Surge Copper 51 16000 3188 1,52 149 186 81% 192 0,344
FILV Filo Mining 1270 60000 21167 1,23 1170 1463 22,7% 1501 O.IZJ
NCU.TO [Nevada Copper 672 70000 9600 2,3 848 1060 18% 1100 0,
CGP.V Cornerstone Capital Resour|N/A N/A N/A N/A N/A N/A N/A N/A N/A
DCMC.V |Dore Copper Mining N/A N/A N/A N/A N/A N/A N/A N/A N/A
NWST.V |Northwest Copper 450 15000 30000 1,2 141 176] 16,60% 184 0,50
NGEX.V |NGEX Minerals 3100 65000 47692 1,13 254 368 9,1% 370 0,32]
HLV Highland Copper 275 6600 41667 1,53 105 131 18% 131 0,36]
|

As a general rule of thumb is that P/NAV tends to approach 1.00 when a project
reaches commercial production, I do have to admit that stage apparently doesn't
directly relate to a higher P/NAV number in this peer comparison.

For example, Marimaca Copper is at PEA stage, and Foran Mining at PFS stage,
both a long way from production, but outscoring the sometimes much more
advanced and/or profitable competition. It is my conviction that this is directly
related to their relatively limited capex, asset quality, and ability for the company
to fund the project through construction.

With copper porphyry projects, size is important, but with larger size the capex
increases, and the IRR goes down, and with a higher capex it becomes almost



impossible for a junior to finance and construct the project themselves, so they
usually end up being bought out for a relatively low percentage of the eventual
NPV after advancing it preferably to FS and permitting. The markets know this, so
larger projects receive higher discounts to NPV.

A likely exception on this rule of thumb are the Lundin companies on this list
(NGEX, Filo, Josemaria), as they have access to vast capital and JV partners, and
play in the Tier I asset league, although they usually sell before commencing
construction. Again, one always has to take a close look, for example NGEXx
Minerals has a relatively high P/NAV at 0.20, but this is only generated by a
relatively low NPV. The project is absolutely massive, and has a colossal capex of
US$3100M, but its economics are poor, so the NPV is hardly positive, rendering a
relatively positive P/NAV figure as a result.

It seems by analyzing all smaller projects in the tables, one could almost argue
that remaining smaller results in higher P/NAV metrics with less discount, thus
generating higher relative valuations compared to peers. Having said that, I
wouldn’t mind for Meridian proving up something large at all for the obvious
reasons.

So far for the playing field of Meridian Mining, if their maiden NI43-101 compliant
resource can prove up to 0.8-1B pounds of copper equivalent from their existing
historic resource base of approximately 0.46B pounds of copper equivalent, they
will probably appear on the radar of mid-tier producers. This interest should be
further expanded by Meridian controlling almost the entire 30km VMS belt, which
is a rare exploration opportunity for a junior company. If the ongoing drill program
could verify and expand on the historic near surface, shallow dipping, thick
intercepts, confirming a potentially pretty profitable project as the historical
resource indicates now, there is a good chance Meridian could trade well above a
dollar in the near term.

5. Conclusion

Clark has led a remarkable turnaround to restructure Meridian, and now it is time
to see if they really have a VMS type of tiger by the tail at Cabacal. Timing couldn’t
have been better, with gold and copper trading at elevated levels, the
environmental permit has been granted, the company is cashed up and the drills
are turning. As a shareholder, I am following progress closely, and if Cabacal is as
good as Clark thinks it is, we might be in for a few nice surprises.

I hope you will find this article interesting and useful and will have further interest
in my upcoming articles on mining. To never miss a thing, please subscribe to my
free newsletter, in order to get an email notice of my new articles soon after they
are published.

Disclaimer:

The author is not a registered investment advisor and has a long position in this
stock. Meridian Mining is a sponsoring company. All facts are to be checked by the
reader. For more information go to www.meridianmining.co and read the
company’s profile and official documents on www.sedar.com, also for important
risk disclosures. This article is provided for information purposes only and is not



intended to be investment advice of any kind, and all readers are encouraged to
do their own due diligence and talk to their own licensed investment advisors prior
to making any investment decisions.




