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Plant Jumps 124% From Same Period Last Year
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Inca One President & CEO Edward Kelly: “The Peruvian government estimates
the small scale mining sector to be at US$2-$3 billion dollars annually.”

Chala One: Fully Permitted for 100TPD “It’s the first stage of a long term
game, there’s tons of opportunity for growth.”
Mining is a cyclical industry and many mining companies have thought long and hard
about how to develop a corporate strategy
that would see them survive market lows, to
profit from market highs.
This is especially true in the gold market,
where the price of gold sometimes drops below the cost of producing it. Canadian-based
junior Inca One Gold Corporation operates in
Peru and believes it has found a way to bulletproof itself from market vagaries.
Inca One, (TSXV:IO) was a gold and precious
metals junior when propelled by the declining

market, it decided a sea change was in
order. It then became a gold ore processing
specialist buying ore from small and
artisanal miners, processing it at its mill
Chala One, and then selling the gold on the
open market. The original thesis was that
Inca One would use the cash-flow
generated by processing ore to finance
exploration and development.
Inca One had been drawn to Peru because
the company was backed by investors who
had scored a hat trick when Hudbay
Minerals bought Norsemont Mining and its
Constancia copper project for C$366
million in 2011.

Looking Forward
Inca One’s goal is to become
the premier gold processing
company in Peru by offering
superior
services
and
conditions, and a consistent,
transparent and fair mineral
buying experience.

It entered into its now profitable gold ore processing business because when the junior
mining market fell, the focus of investors
changed. “At that point investors were all
about cash-flow. We saw gold ore processing
as a good way to pivot the company and get it
some cash-flow,” said Inca One President and
CEO Edward Kelly.
Peru has been richly blessed when it comes
to mineralization, and in 2016 it became
the second largest copper producer in the
world, with 2.3 million metric tons. The United
States Geological Service ranks Peru as the
tenth largest gold producer in the world,
and puts the amount of gold produced in
Peru during 2016 at 150 metric tonnes, or
330,693 pounds. Peru is the largest gold
producer in South America.
Speaking of the Inca One investors, Edward
Kelly says, “These people knew Peru, liked
Peru and knew the opportunities in Peru. We
set out to create the next Norsemont in the
gold space and that worked until 2012, when
the junior resource market fell to pieces.”
Peru is also a good place for mining companies to invest in. According to the Fraser
Institute’s 2016 Mining Attractiveness Index,
Peru placed 28 in a list of 104 jurisdictions.
To put that into perspective, Peru came in
just after British Columbia, and twelve places

ahead of New Brunswick. When comparing the Caribbean Basin and
Latin America, Peru ranks as number one in the Mining Attractiveness Index.
When the junior exploration and development landscape headed
south, Inca One benefitted from a little bit of dumb luck that set the
stage for their ongoing transformation into an ore-processing power
house. At the same time that financing for junior miners became
almost nonexistent, the then President of Peru Ollanta Humala,
decided to formalize the artisanal or small-scale mining sector, in
order to gain a lost tax base and reduce the poisonous pollution
created by small-scale refining.
This formalization process also extended to ore processing facilities. Once formalization was in place, only government-permitted
mills would be able to legally buy and process gold ore.

Through its refining facility, Chala One,
Inca One holds one of the only five legal
permits for gold ore-processing facilities in
Peru, granted during the formalization process.
“Because we have the permit the miners have
more confidence in us when they sell us their
ore. Once our initial capacity is reached we
will apply to expand it.”

MOMENTUM REPORTS — INCA ONE — Report #1 — November, 2017

2

As a completely legal operation Chala One
only purchases gold ore from fully-permitted miners. As an ore-processing company,
Inca One’s supply source is the small and
medium-scale miner. Larger gold mining
operations have their own ore-processing
facilities.
The exact number of small-scale artisanal
miners is hard to pinpoint, but according to
the Peru Support Group using 2009 United
Nations statistics, there were some 80,000
artisanal miners working in the field at that
time, and the belief is that number has only
grown.
According to the World Bank, artisanal smallscale mining provides up to 20% of global
gold production, and this figure has been applied to Peru as well. An April 2016 research
report puts that figure even higher, at 28%.
These figures can be translated into meaning
that 20-28% of the gold produced in Peru is
by artisanal miners. Looking at the lower end
of the scale, that means that at least 30 tons
of gold on an annual basis is being mined by
artisanal miners. “The Peruvian government
estimates the small-scale mining sector to
be at 2-3 billion dollars,” said Kelly.

Inca One intends to process as much of
that gold as it can. It entered the market by
buying a small, existing permitted mill, now
known as Chala One, at Chala in Arequipa,
southern Peru.

“We had traveled all over the country and looked at
different locations and found that Chala was the
Mecca for gold ore processing. There were 77,000
small-scale mines that applied for the formalization
process, and out of the 24 different regions in Peru,
Arequipa came in at number one, with over 14,000
small mines. Chala is in Arequipa and that’s where
we decided to focus our energy.”
When Inca One first purchased the mill at
Chala, the plant was only capable of processing 15 tons per day (TPD). “We realized
we had to get to at least 100 TPD to be able
to operate as a going concern and make a
profit for the company.” Inca One then went
out and raised $5.5 million to expand capacity to 140 TPD. The mill is now permitted at
100 TPD.

As far as permitting goes, Kelly believes the
company is now in a sweet spot. “If you want to
open up a new plant today, you would have to go
through the normal procedures. It took us close
to three years to get it, and we got it in January.
Now, we are looking at expansion. Having gone
through all the proper steps and processes, it is
probably now a three to six month procedure to
expand Chala One.”
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In order to expand its capacity,
Inca One only has to file an
addendum to its existing permit
and conduct environmental studies
showing that the mill’s tailings
ponds can safely handle the added
load, and wait for approval.

Inca One spent the early part of 2017 doing
work that could only be done after Chala One
had received its operating permit. In the main
this consisted of installing an industrial power
line connecting the mill to the national power
grid, a distance of two kilometers. Before,
the connection the mill operated on diesel
powered generators. Now that they are connected to the grid, energy costs have been
reduced by 70%.
On September 13, 2017 the company announced that gold production in July and
August had more than doubled year over
year to reach 1,760 ounces. This represents
an increase of 124% for the same period last
year, and a 9% increase over production figures for May and June.
Kelly believes that the amount of effort
that has been put into Inca One is starting
to pay off. “Right now our sales to date for
this year are over US$10 million, and I expect that to hit US$14 million for the year.
We have spent the last three years doing the
tough sledding. It’s been a lot of pushing to
get deadlines and permits in place, getting
our costs under control, and putting budgets
and people in place. In other words, all the
different pieces you need to get a sizeable
cash-flow going.”
“We are very confident in our business now.
We are looking for expansion in either our
southern plant or an acquisition in the northern part of Peru. We bring down a lot of ore
from northern Peru.”

Kelly believes that running Chala One at 100
TPD is a major milestone that can be achieved
shortly. That, however is nothing compared to
where he expects the company to be in five
years. “We want to be at 1,000 TPD in five
years. As the formalization process goes
forward more and more mines will become
legal to buy from. It’s the first stage of a longterm game, there’s tons of opportunity for
growth.”

In order to expand production, the company intends
to acquire existing mills that are permitted and have
room for expansion. Kelly thinks that changes are
coming to the gold ore-processing industry in Peru
and believes Inca One will be a player. “There will be
a consolidation phase coming in the not-too-distant
future and we will be there.”
Increased production is also dependent on
increased supply; which means that Inca
One is determined to follow its original
strategy of using cash-flow from oreprocessing, to finance exploration and
development. Whether the company
concentrates on acquiring producing gold
mines or highly prospective properties has
not yet been decided. “We should be able
to start looking at opportunities next year.”
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Inca One faces competition and its most
recognizable face is probably the Montreal
based Dynacor Gold Mines; which when
faced with the same problems Inca One
found itself in during the 1990s, also
changed focus from exploration to
processing. Instead of dismissing the
competition, Kelly holds the company up as
an example of what can be done in the
Peruvian ore-processing industry.

“Dynacor has been in this space for north
of 20 years and have done very well with it.
Long-term shareholders have seen a nice
return.”
As for financing, the company has the ability
to raise money when it needs it. On August
15, 2017, the company announced that it
raised C$2.2 million in a private placement.
While nothing is certain, it now looks as if
Inca One’s future is golden.

Inca One trades on the TSX Venture Exchange as IO, in
Frankfurt as SU9.F and in Santiago in Chile as SSEV:IOCL.
It has 133.8 million shares fully diluted; a 52-week high
of $0.365 and a 52-week low of $0.06.
On November 1st, it was at $0.07 and had a market cap of $5.69 million.
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