“If you work in a foreign country you need a local
partner - particularly in Argentina. We suggested

COI u m n that Meridian should sell 10% of the project to Carlos
Miguens so he could give them his full support”

Argentine aspiration

BILL HUMPHRIES will never forget his first sight of the

Esquel gold deposit in Argentina. To reach it took a
40-hour journey involving two flights, followed by

a car ride, and for the last part of the trip he was on
horseback. At the end of it, "l saw the biggest vein |
had ever seen,” he recalls. It was about 600m long,

15m high and 12m wide.

And there was another vein of similar size very
close by. In London Mr Humphries had some
samples he had brought back with him analysed.
The results showed the gold content to be between
289/t and 200g/t.

That was in late 1998. In January the following
year, Mr Humphries became chief executive of
Brancote Holdings, the AIM-listed company that
owned Esquel. At that time, Brancote had a market
value of about £2.2 million (US$4.36 million). In July
2002, Brancote was taken over by Meridian Gold,
which paid £230 million in shares - solely to get its
hands on Esquel.

Mr Humphries, who together with Brancote’s chair-
man Richard Prickett, had spent a year negotiating the
sale, emerged personally with about £3 million.

Then the team that managed Brancote - Mr Hum-
phries, Mr Prickett and members of the Miguens-
Bemberg family, a local industrial dynasty - started
again, exploring for gold in the Patagonian region of
Argentina. Mr Humphries says:“I'm hoping to make a
once-in-a-lifetime discovery twice."

Notorious Dr Fong

CHRYSALIS Resources Ltd, which hopes to list on
the Australian Stock Exchange on April 18, has at-
tracted more than the usual amount of attention by
appointing Neale Fong as its executive chairman. Dr
Fong joined the junior very shortly after resigning as
Western Australia’s director general of health.

His resignation, after three and a half years in
the job, saw him join a long list of people who have
become casualties of the State’s Corruption and Crime
Commission (CCC) inquiries into the lobbying activi-
ties of former premier Brian Burke and former minister
Julian Grill. After examining 33 emails between Mr
Burke and Dr Fong, the CCC suggested that Health
Minister Jim McGinty take disciplinary action against
Dr Fong.

Charismatic and very bright, Dr Fong had previ-
ously gained some notoriety because he was Western
Australia’s highest-paid public servant. And there were
also media comments about his luxurious offices. Dr
Fong denied any wrongdoing in his contacts with
Mr Burke and said he decided to resign because of
intense media attention to his family and himself.

Among his other interests Dr Fong has been a
director of the Western Australian Football Com-
mission for nine years and its chairman for the past
six. According to the prospectus, Chrysalis will pay
him A$100,000 (US$90,376) a year, well short of the
AS$565,000 he collected at the Health Department.

But so far progress hasn't been smooth for Mr
Humphries and Patagonia Gold (PGD), where he is
managing director. PGD was focusing on the historic
Huemules gold mine - 35km to the west of the city
of Esquel - which it acquired in 2005 and planned to
bring back into production quickly to take advantage
of the soaring gold price.

But early in 2006 the Government of the Province
of Chubut in Patagonia announced a ban for up to
three years on virtually all mining and exploration
activities in an exclusion zone. This exclusion area
not only included the Huemules mine but also 85%
of PGD’s exploration properties.

Mr Humphries and his team moved quickly to
reduce the damage by suspending all activities in
Chubut and moving to the pro-mining Argentinean
provinces of San Juan and Santa Cruz. PGD made a
£14 million impairment charge in its 2006 accounts
because of its withdrawal from Chubut.

PGD then was involved in a selective tendering
process and due diligence work for several months
before, in February 2007, acquiring Barrick Gold's
entire exploration property portfolio in the Santa
Cruz province.

Mr Humphries says eight companies competed
for the Santa Cruz properties. Apart from a cash pay-
ment of US$800,000, the deal also involved Barrick
taking what was then a 10% stake in PGD as well
as having the right to buy back into any discovery
containing 2Moz or more of gold. “And its not unrea-
sonable to expect that we might find something like
that," says Mr Humphries.

Although listed on London’s AIM, PGD could be
thought of as an Argentinean company because the
Miguens-Bemberg family owns about 49%.

Meanwhile, Meridian has had a torrid time after
buying Brancote and Esquel. Its plans for an open-pit
mine and heap leaching with cyanide upset local
people and in March 2003 some 80% of the residents

AlM-listed Patagonia Gold
is based in Argentina

of Esquel town, 7km from the project and one of
the most important tourist centres in the Chubut
mountain range, voted against the mine. Meridian
stopped all development, with no idea when it
might re-start the project - leaving the 3Moz of
gold at Esquel untouched. In 2006, Meridian took a
US$378.9 million impairment charge with respect
to the project. Then, at the end of last year, Meridian
was taken over by Yamana Gold Inc.

Mr Humphries says Brancote offered to help Me-
ridian after the takeover was completed. “If you work
in a foreign country you need a local partner - par-
ticularly in Argentina. We suggested, for example,
that Meridian should sell 10% of the project to Carlos
Miguens so he could give them his full support.” But
Meridian went its own way.

Mr Humphries, now 66, was born in Hastings in
England. Aged 19 he emigrated to Perth in Western
Australia, where his grandmother was living. Three
days after his arrival he was taken on as a trainee
district officer by the Public Works Department. It
sent him 150km out into the bush, where he spent
the next 19 years.

By 1979 he had no chance of further promotion
unless he moved to Perth: "l didn't want to leave
the bush and neither did my sons.” Western Australia
was booming so Mr Humphries set up his own
survey and design company which expanded rapidly.
He started his own mining company and went into
the construction business with a fleet of articulated
dump trucks. But the business folded after the 1989-
92 deep recession in the industry.

He then gained a quarry manager’s certificate
and became a mine superintendent for Plutonic
Gold for 18 months. In 1996, an old contact, Cliff
Harding, then with General Gold of Australia, asked
Mr Humphries to move to Gold Mines of Sardinia
as mine manager. “The executives were having dif-
ficulty doing a feasibility study.He became general
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manager and got the feasibility study completed.
Construction of the mine on the island of Sardinia
started in November 1996 and the first gold came
from the heap leach in June and from the processing
plant in August the following year; the project was
completed on time and under budget.

After his contract with GMS ended he then went
into semi-retirement and was living in a medieval
village near Rome when another banker, Bob Catto
of Williams de Brog, telephoned him. He wanted Mr
Humphries to do due diligence on Brancote. So on
December 26 1998, he set off from Europe to Buenos
Aires on the first stage of that epic journey that
would give him his first view of the Esquel deposit,
which had been introduced to Brancote by the
Miguens-Bemberg family.

Back in London, Mr Prickett and Mr Catto invited
Mr Humphries to become Brancote’s managing
director. "My first job was to get the long suffer-
ing shareholders to put up more money in a rights
issue.”With money in the bank, Brancote was able to
explore Esquel and proved 1Moz of resources every
year for the next three years.

This did not go unnoticed and eight companies
showed interest in acquiring Brancote, including
Barrick and Homestake. Nearly all the negotiations
about the sale were handled by Mr Humphries and
Mr Prickett. But towards the end they were helped by
a lawyer provided by Kerry Packer, the late Australian
entrepreneur, who had a 17.5% stake in Brancote.

All the assets apart from Esquel were hived off,
some into a new company set up by Messrs Hum-
phries and Prickett and another Brancote director,
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David Dare, called HPD Exploration, and some went
to Landore Resources, now an AIM-quoted company.

While negotiations over Brancote were still going
on, Carlos Miguens asked Mr Humphries to help set
up a new gold exploration company, which they
called Patagonia Gold. In 2003, HPD completed the
acquisition of Patagonia Gold and changed
its name to reflect this. That deal gave
the Argentinean family its big stake
in PGD. And two of its members,
Carlos Miguens and Gonzalo
Tanoira, joined the board.

In 2003, Mr Prickett stepped
back from the PGD chairman-
ship to become a non-executive
director. This made room for
Sir John Craven, also chairman
of Lonmin, to take over as o
Patagonia’s chairman. He is a ||
friend of the Miguens-Bemberg "\
family and has many contacts in [
South America.

Mr Humphries hasn't given up on
the Huemules project. He says:“We still
own itand it's a very good project.

But if we go ahead it will have to

be with the agreement
of the people of
Esquel”
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Fortunately, recent drilling
results on the newly acquired
Santa Cruz properties have been very positive. For
example, Patagonia reported on March 18 that drill-
ing on the Cap-Oeste mineralised structure, located

on the El Tranquilo property, continued to
intersect bonanza-grade gold and
silver, including a hole with
2.8m at 115.94g/t Au and
1,875/t Ag.

Meanwhile, Mr
Humphries has been
showing his faith

in PGD’s prospects
by maintaining his
holding in the compa-
ny at 2.58% whenever
it raises more money.
So far, Mr Humphries
has invested over
£100,000 to maintain his
percentage stake.

Brancote’s Bill Humphries
is hoping to strike it lucky in
South America
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