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“IT WAS QUITE amazing that nobody had attempt-
ed to do what we did, probably because they
thought that we were pretty crazy and it couldn’t
be done, but we were privately-funded so we
didn’t have market pressure on us, and timing
also worked in our favour,” managing director
Christian Easterday says.

“In January of the GFC, | was in Chile looking
very seriously at myself in the mirror after spend-
ing a lot of our chairman’s money. When a lot of
mining companies left in the economic downturn,

we remained with our offers on the table. That

brought us a lot of credibility with our Chilean
partners; probably one of the reasons behind
why we were able to secure the deals.”

The deals Easterday speaks of are pretty
large news in their own right: Both major miners
and private landowner partners have teamed
up with Hot Chili on the company’s two flagship
projects, Productora (a large multi-commodity
copper project where the team is establishing
a resource) and Los Mantos (also an I0CG style
multi-commodity copper project, where an ini-
tial resource is targeted for later on this year).
Through loyalty to its in-country partners, sheer
tenacity and a touch of fearlessness, Hot Chili
broke down the barriers that thwarted many
before it, and the result? A heck of a promising
advanced portfolio, well-backed by a strong team

and landmark partnering.

Privately funded by chairman Murray Black, Hot
Chili arrived in Chile specifically looking for multi-
commodity copper projects. The team spent over
a year looking at a great many projects, focusing
on those with good proximity to infrastructure on
the coastal range and keeping out of the high
Andes. The renaissance of Aussie miners to since

sojourn into Chile began with companies like this
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one, spurred on by opportunities to get in on large
IOCG projects akin to Olympic Dam in Australia, and
Easterday says that he spent a further two years
negotiating and consolidating projects with large
mining companies and private landowners. This en-
abled Hot Chili to pick up the Chile Norte project in
the north (a large greenfields project) and the more
advanced Productora and Los Mantos projects 600
kilometres north of Santiago: the culmination of
years spent earning trust and traversing the various
barriers previously in place.

“Those advanced projects offered us a spring-
board from past discovery straight into develop-

ment. That was our intention, to acquire major

interests in significantly de-risked projects with a
lot of work through previous mining, current mining
and past exploration efforts,” Easterday recalls.

“There were a few things that really set us
apart from other junior explorers in the beginning;:
We went [there] and we did it privately-backed. We
spent a long time consolidating the projects and
getting over the discovery hurdle by actually acquir-
ing them, and we were able to sign landmark deals
with the largest mining companies in Chile.”

These efforts have not been in vain. They are
backed by tremendous potential from previous
works, results streaming in and future develop-

ment potential for both projects. Easterday also
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says that the fact both Productora and Los Man-
tos had operating copper mines in residence
meant it wasn’t a matter of whether the discov-
ery was there or whether it was economic; it was
a matter of how large the deposit being mined
actually was.

“Those mines were on privately-held parts
of the projects that we signed purchase option

agreements over.”

These existing mines significantly de-risked
both projects from Day 1, and by the time Hot
Chili went to IPO in May 2010, the company had
been working on them for around a year, doing
a lot of geochemistry, geophysics and mapping.

Easterday says that the extensive work pre-float

was in line with plans to jump straight into drill-
ing, moving swiftly into discovery and definition.

“It's always good when a plan comes to-
gether, so when we went to IPO in May last year
we were busy securing a drill rig and establishing
a local team. We now have 16 employees in-
country and we began drilling in August 2010 on
Productora.”

In the past month the company has released
two updates on drilling at this, its flagship proj-
ect. Results continue to impress, and as Easter-
day says to the sceptics who were overwhelmed
by the extent of the company’s efforts in the early

days, “the results back everything up.”

Productora’s existing mine gave strong indica-
tion of how highly prospective the project was
from its onset. A fairly modern underground mine
producing about 250,000 tonnes per annum at
about 1.1 per cent copper, it enabled Hot Chili to
de-risk the play before drilling last August began.
When drilling commenced that indication proved
correct, and the eleventh hole drilled turned up
a discovery of 116 metres at 0.5 per cent copper
just south of the existing mine.

“We control over 12.5 kilometres of strike

extent along the Productora trend between our



AUGUST 2011 e The International Resource Journal

87

partners and ourselves. We originally viewed the
Productora underground mine, mining an area
over 300 metres strike length and 50 metres
width to a depth of 120 metres, as potentially
the anomaly along the trend.”

“We were hopeful about getting other large
tonnage potential, similar to the Productora
mine area, along the strike length of the proj-
ect. In-fact our originally stated target minerali-
sation for the entire project at IPO was 56 to 75
million tonnes.”

However the team has since delineated that
the Productora mine is part of a much larger de-

posit that has only really seen isolated small-scale

mining in the past couple of years. At the project’s
central lease, where the underground mine is lo-
cated, Hot Chili has carried out a lot of drilling. Early
results indicate that the team may have a good
shot at beating the original target mineralisation
just within 1.4 kilometres of the trend. The compa-
ny has the right to buy it for $7 million at any time
in five years as a part of its purchase option agree-
ment, and given the drilling results returned,
“We’ve done a lot of scout drilling along
strike from the central lease, and we have drill
hits over about 3.7 kilometres where we've
successfully intersected mineralised breccias,”

Easterday explains.



88 MINING ® Hot Chili Limited

“We’ve been fortunate in that drilling quickly
delineated a large copper project with significant
molybdenum and gold. Since we commenced drill-
ing, it has been a continual exercise of expanding
the drilling programme. We've expanded the first
16,000 metre RC program and brought in addi-
tional RC and diamond rigs, and subsequently put
in another 14,000 metres of infill RC drilling into
the ground, as well as another 6,000 metres of
diamond drilling across the central lease.”

The aim is to put together a starter resource
within the central lease, purchase it and com-
mence economic studies. In around six weeks
the starter resource will be announced: a large
open pit multi-commodity copper project, and
a multi-kilometres scale operation at that. On
these grounds Hot Chili will move into project
development-mode—in just over a year after list-
ing on the ASX.

“We’ve got an advanced project that ultimately
we feel has the potential to produce around 300
million tonnes of which we’re aiming to put together
a 200 million ton mining operation along the centre

of the project,” Easterday says.

Results from a 10,000 metre first pass program
at Los Mantos, some 200 kilometres south of

Productora, have provided more good news. Of

the 50-odd holes drilled, Hot Chili has reported

on the first 21—18 of which delivered significant
intercepts and turned up a healthy ratio given that
the whole 2.5 kilometre project has surface and
underground mining across strike. The team will
now work on incremental second-pass drilling pro-
gramme that aims to delineate an addition of 30
million to 35 million tonnes of open pitable copper-
gold-molybdenum to Hot Chili’s resource inventory.

“We still have quite a lot of assays we haven’t
reported from there, and that’s due to re-focus-
ing our entire team on Productora to complete
that work on time. The team has just been sent
back to Los Mantos to finish up the last of the
first-pass drilling program—there’s quite a lot of
assays coming through from both projects, both
diamond and RC holes.”

“It was amazing that this project had been
mined for over 40 years and never drilled. It’s in
great country, it was family-owned for a very long
time, and we were able to secure it with a pur-
chase option deal, so we can buy it at any time in
five years for just over US$3 million.”

As Easterday says, “the commodity busi-
ness is a funny thing,” and those who criti-
cised how costly Hot Chili’'s deals were during
the GFC have been silenced—it is clear that
Hot Chili has made two of the cheapest, most

promising copper acquisitions around. Drill re-



sults continue to prove up the team’s surface
and geochemistry work, and confirm what previ-

ous mining had indicated since the beginning.

Like numerous other miners and explorers since,
Hot Chili made its way to Chile for Tier Two open
pitable copper projects capable of achieving rela-
tively near-term production, but having moved ear-
lier than the masses—picking up readily de-risked
projects and securing vital local partners—it is fair
to say that they are leading the charge.

“Our entire development strategy is about firstly
establishing the resource at Productora, and then
focussing on rapid resource growth in combination
with development studies” Easterday says.

The team will move ahead with extensional
drilling at Productora and a second round of drilling
at Los Mantos. Results depending, that will then
allow the company to add further resources at Los
Mantos, followed by an upgrade at Productora.

“We’re a very different animal thanks to the
local partnerships we have, and that’s important
in a local Chilean context, access to land and op-
portunities,” Easterday says.

“We’ve proven that you can do deals here
with the majors and local landholders, and that
major copper and multi-commodity opportunities

are sitting at the surface, next to infrastructure
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and have never been drilled.”

Hot Chili is on track to deliver initial resources
for robust, de-risked, large multi-commodity cop-
per projects by the year-end. The team has stuck
to its guns, proving its commitment to its Chilean
partners, and its grafting is about to pay off. There
aren’t many miners who have the bravery, fortitude
and strategy to go it alone into a relatively new fron-
tier, and development stories don’t get much better

than this. IRJ




