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1.0 SUMMARY  

 

This report was prepared by P & E Mining Consultants Inc. (ñP&Eò) at the request of Mr. Alain 

Bureau, Ing., President and CEO, Pershimco Resources Inc. (ñPershimcoò). Pershimco is a 

Quebec based, publicly held company trading on the TSX Venture Exchange (ñTSX.Vò) under 

the symbol PRO. The purpose of this report is to provide an independent, National Instrument 

(ñNIò) 43-101 compliant Technical Report and Mineral Resource Estimate for the Cerro Quema 

Project (the ñProjectò) in Los Santos Province, Panama.  

 

The Cerro Quema Project is located on the Azuero Peninsula in the Los Santos Province of 

south-western Panama. The Project is located approximately 45 km south-southwest of the city 

of Chitré, the largest city on the Azuero Peninsula. Chitré is approximately 250 km by road from 

Panama City and about 150 km by air, southwest of Panama City. The Cerro Quema Project is 

82 km by road from Chitré of which approximately 75 km are on the paved Carretera Nacional 

Road (Via Chitré-Macaracas & Via Macaracas-Tonosi). The Project is located at Latitude 7
o
 

33.23ô N by Longitude 80
o
 32.81ô W and at UTM coordinates 17 550000 E, 835000 N (NAD83).  

 

Title to the Cerro Quema Property comprises three contracts between the Republic of Panama 

and Minera Cerro Quema, S.A. (ñMCQò), a wholly owned Panamanian subsidiary of Pershimco. 

The Contracts numbered 19, 20 and 21, granted in February and March 1997 provide the 

exclusive rights for the extraction of class IV metallic minerals (gold and silver) for a period of 

20 years and cover 14,893 ha. 

 

Pershimco acquired the property in September 2010 through an agreement with Central Sun 

Mining Inc., RNC (Panama) Ltd., MCQ, Carena Equities Corp., Bellhaven Copper & Gold Inc. 

and Julio Benedetti to acquire all interests in the Cerro Quema Mining Project held by the 

corporation MCQ. Under the terms of this agreement, Pershimco acquired all interests and 

obligations of MCQ for a total consideration of $6,400,000 (the ñPurchase Priceò)(Pershimco 

Press Release dated September 10, 2010). 

 

No significant infrastructure exists at the Project. The terrain in the region is rugged, with a 

maximum relief of about 850 m. The Project can be operated on a continuous basis, however, 

there may be periods of time that operations may experience difficulties due to high precipitation 

during the wet season from May to November. 

 

The Azuero Peninsula, on which the Cerro Quema Project is located, is a prominent feature on 

the southwest (Pacific) coastline of Panama. The basement of the Peninsula consists of massive 

and pillowed tholeiitic basalts that are currently interpreted to represent uplifted rocks from the 

western margin of the Caribbean plate. The Cerro Quema district is situated in the central part of 

the Azuero Peninsula. The rocks consist of andesite, dacite, limestone, basalt and turbidites that 

are interpreted to have been deposited in a fore-arc environment. The Rio Quema Formation is 

interpreted as the infill sequence of a fore-arc basin of the Cretaceous-Paleogene volcanic arc 

and the host to mineralization in the Cerro Quema district. 

 

Several gold deposits have been identified on the Cerro Quema Property, and these include the 

La Pava, Quemita-Quema, and La Mesita deposits. Mineralization is hosted by andesites and 

dacitic lava domes of the Rio Quema Formation. The mineralization consists of disseminated 

pyrite, chalcopyrite, and enargite and stockworks of quartz, pyrite, chalcopyrite, and barite with 

traces of galena and sphalerite. Gold occurs as disseminated microscopic grains of native gold 

and as ñinvisible goldò within the pyrite, particularly in the advanced argillic alteration zone. 
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Strong supergene alteration (oxidation cap or gossan) has released the gold contained in the 

pyrite. The highest grades of gold mineralization are near the surface and decrease towards the 

lower limit of oxidation.  

 

The Cerro Quema deposits are characterized by the presence of widespread hydrothermal 

alteration that forms concentric halos. The presence of vuggy silica, alunite, natro-alunite and 

enargite in addition to the hydrothermal alteration pattern are compatible with a high sulfidation 

epithermal system. The alteration pattern is fault controlled, following E-W trending regional 

faults.  

 

The Property has been explored since 1990. Between 1990 and 1994 Cyprus Minerals Company 

and successor companies completed 4,622.5 m of core drilling and 17,578.8 m of RC drilling on 

the Cerro Quema Project area. Subsequently Campbell Resources Inc. drilled a further 1,749.6 m 

of core drilling on the La Pava deposit in 1996.  

 

In 2002, RNC and Bikerman Engineering completed a feasibility study on open pit mining of the 

La Pava deposit. The 2002 feasibility study is not compliant with NI 43-101 and should not be 

relied on. RNC and Bikerman Engineering reviewed and accepted the kriged 1996 Datamine 

block model prepared for Campbell Resources Inc. and re-optimized the pit based on mining 

costs at $0.81/t for ore and $0.86 for waste, processing costs at $2.92/t, G&A at $0.68/t, $325/oz 

Au, 80% metallurgical recovery, and 45° pit slopes. The resultant cut-off grade was 0.45 g/t Au. 

Ten percent dilution was added to the mineral resources for conversion to mineral reserves. Only 

the La Pava zone was considered for the study. The resultant mineral reserve estimate was 6.037 

million tonnes grading 1.24 g/t Au, containing 240,000 oz Au. 

 

Scott Wilson RPA reported a NI 43-101 compliant Resource Estimate for the La Pava deposit in 

January 2011. Scott Wilson RPA reviewed the 1996 resource estimate by Datamine for La Pava 

and was of the opinion that the parameters for correlation and block model remained appropriate. 

The parameters for open pit optimization were updated using current estimates of bulk density 

operating costs, metallurgical recovery and gold price. Scott Wilson RPA estimated 7.231 

million tonnes at a grade of 1.10 g/t within the optimized La Pava model that was classified as 

Indicated Mineral Resources. Scott Willson RPA used a 0.35 g/t cut-off grade. The 1996 mineral 

resource estimate for the Quema deposit was not reviewed by Scott Wilson RPA. 

 

Since acquiring the property in 2010, Pershimco has drilled 8,946.35 m of core drilling over 52 

holes and 20,359 m of RC drilling over 222 holes. In addition, Pershimcoôs exploration included 

lithological and structural mapping, channel sampling and geochemical sampling in 2011 and 

geophysical surveys in 2011 and 2012. In 2012 Pershimco contracted Geotech Ltd. to complete 

airborne geophysics covering all of the Cerro Quema Property. The airborne geophysics included 

radiometric, magnetic and VTEM surveys. These surveys identify the mineralized trend and 

highlighted additional areas to the north showing coincident low magnetic susceptibility with 

low potassium and low Th/K ratios associated with the La Pava and Quema/Quemita Deposits. 

Additionally an area of high conductivity was detected south of the mineralized trend. During 

2011, Pershimco also completed Induced Polarization (IP) surveys at La Pava that have 

identified resistivity anomalies coincident with silicification at La Pava and chargeability 

responses associated with deeper sulphide mineralization at La Pava and the Chontal target area 

located between La Pava and Quema-Quemita. 

 

A total database of 38 diamond drill holes (6,450.1 m) and 159 RC holes (13,776 m) advanced 

by Pershimco between 2010 and 2012 and 93 historic diamond drill holes (6,670.9 m) plus 246 
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RC holes (17,578.8 m) drilled by previous operators, was utilized for the September 20, 2012 

Mineral Resource Estimate on the Cerro Quema property. The database was verified in Gemcom 

with minor corrections made to bring it to an error free status. 

  

The following is a summary of the mineral resource calculation prepared with respect to the 

Cerro Quema property. The definitions of Indicated and Inferred Resources are in compliance 

with the Canadian Institute of Mining, Metallurgy and Petroleum Definitions and Standards on 

Mineral Resources and Mineral Reserves, December 11, 2005.  

 

The P&E September 20, 2012 Mineral Resource Estimate utilized conventional statistical 

analysis, variography and grade interpolation via Gemcom block modeling. Utilizing 1.0 m 

composites for gold, the block models, within interpreted 3-D solid domains, were coded with 

rock codes, bulk density and classified into Indicated and Inferred categories. The Mineral 

Resource Estimate, presented in Table 1.1, for the Cerro Quema property was compiled using a 

0.15 g/t Au cut-off value for the in-pit oxide resource and a 0.30 g/t Au cut-off value for the in-

pit sulphide resource. 

 

TABLE 1.1 

M INERAL RESOURCE SUMMARY FOR LA PAVA , QUEMA QUEMITA AND LA MESITA 

ZONES 

Resource 

Category 
Au (oz) 

AuEq(10) 

(oz) 
Tonnes 

Grade 

Au (gpt) Cu (%) 

In pit Oxide Resource Estimate at 0.15 g/t Au Cut-Off  

Indicated 513,100 Nil  20,189,000 0.79 Nil  

Inferred  50,600 Nil  4,492,000 0.35 Nil  

In Pit Sulphide Resource Estimate at 0.30 g/t Au Cut-off 

Indicated 57,000 Nil  2,750,000 0.64 0.24 

Inferred 1 30,400 Nil  1,963,000 0.48 0.32 

Inferred 2 Nil  76,900 1,470,000 1.63 0.86 

(1) Mineral resources which are not mineral reserves do not have demonstrated economic viability. The estimate 

of mineral resources may be materially affected by environmental, permitting, legal, title, taxation, socio-

political, marketing, or other relevant issues, although the Company is not aware of any such issues. 

(2) The quantity and grade of reported Inferred resources in this estimation are uncertain in nature and there 

has been insufficient exploration to define these Inferred resources as an Indicated or Measured mineral 

resource and it is uncertain if further exploration will result in upgrading them to an Indicated or Measured 

mineral resource category. 

(3) The mineral resources in this report were estimated using the Canadian Institute of Mining, Metallurgy and 

Petroleum (CIM), CIM Standards on Mineral Resources and Reserves, Definitions and Guidelines prepared 

by the CIM Standing Committee on Reserve Definitions and adopted by the CIM Council. 

(4) Variable Au grade capping by mineralized domain was accomplished at Au values ranging from 1.5g/t to 15 

g/t  

(5) The Gemcom block model was defined by 5m (X) x 2.5m (Y) x 2.5m (Z) for the La Pava deposit and 5m x 5m 

x 5m blocks for the Quema-Quemita and La Mesita deposits. Bulk densities of 2.2 t/m
3
 and 2.7 t/m

3
 were 

respectively used for oxide and sulphide tonnage calculations. Inverse distance cubed (1/d
3
) grade estimation 

was utilized. 

(6) An August 31, 2012 two year trailing gold price of US$1,555/oz was utilized in the Au cut-off grade 

calculations of 0.15 g/t for oxide resources and 0.30 g/t Au for sulphide resources. Open pit mining costs 

were assumed at US$2.25/t for mineralized material and waste rock, process costs at US$5.50/t for oxide 

and US$11.25/t for sulphide along with G&A of $1.50/t. Au leach process recovery was assumed at 93%.  

(7) Values in the table may differ due to rounding. 
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(8) The open pit resource is reported within a Whittle optimized pit shell with 45 degree slopes. 

(9) Resources were based on 509 drill holes for a total of 43,768 metres. 

(10) AuEq g/t = Au g/t + (Cu% x 1.64) derived from US$1,555/oz Au, US$3.84/lb Cu, 93% Au recovery and 90% 

Cu recovery. 

(11) Pershimcoôs current extraction rights for the Cerro Quema Property are for Au and Ag only. Pershimco also 

has first rights for Cu or other base metals in accordance with the Corporationôs rights under the present 

concession contract governed by Panamanian law. 

(12) The noted Inferred 2 AuEq resource was derived from the La Pava portion the Cu rich sulphide domain 

using the AuEq calculation in note 10 above. 

 

It is recommended that a 20,000 meter resource drilling program be undertaken to test oxide, 

supergene, and deep sulphide mineralization targets as well as geophysical anomalies on the 

Project area. It is recommended that further metallurgical test work be undertaken to determine 

recovery of gold, particularly in low grade mineralization and in sulphide mineralization. 

Metallurgical test work is also needed to determine to determine recovery of copper and gold 

supergene and primary sulphide mineralization.  It is further recommended that Pershimco 

initiate various engineering studies to support the development of the site and to advance studies 

in relation to permitting and environmental considerations. In this regard it is recommended that 

an updated PEA study, based on the updated resource estimate that incorporates the current drill 

data be undertaken.  A budget of $6,200,000 is proposed. 
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2.0 INTRODUCTION  

 

2.1 TERMS OF REFERENCE 

 

The following report was prepared to provide a NI 43-101 compliant Technical Report and 

independent Resource Estimate for the Cerro Quema Project (the ñProjectò) located on the 

Azuero Peninsua in the Los Santos Province of Panama.  

 

This report was prepared by P & E Mining Consultants Inc. (ñP&Eò) in collaboration with 

Pershimco Resources Inc. (ñPershimcoò) at the request of Mr. Alain Bureau, Ing., President and 

CEO of Pershimco. Pershimco is a company based in Rouyn-Noranda, Quebec trading on the 

TSXV under the symbol ñPROò with its corporate office at: 

 

11 Pereault Street East, Rouyn-Noranda 

Quebec, J9X 3C1 

Canada 

 

Phone (819) 797-2180 

Fax (819) 797-9617 

 

This report is considered current as of September 20, 2012.  

 

Mr. Antoine Yassa, P.Geo., of P&E, a Qualified Person under the terms of NI 43-101 conducted 

a site visit to the Property on January 17 and 18, 2012. An independent verification of 

Pershimcoôs sampling program was conducted by Mr. Yassa at that time. 

 

In addition to the site visit, P&E carried out a study of relevant parts of the available literature on 

documented results concerning the project, and held discussions with technical personnel from 

the company regarding pertinent aspects of the project. The reader is referred to these data 

sources which are outlined in the References section of this report for further details on the 

project. 

 

The purpose of the current report is to provide an independent Technical Report and Resource 

Estimate of the gold mineralization present on the Cerro Quema Project in conformance with the 

standards required by NI 43-101 and Form 43-101F. The estimate of mineral resources contained 

in this report conforms to the CIM Mineral Resource and Mineral Reserve definitions 

(November 27, 2010) referred to in National Instrument (NI) 43-101 Standards of Disclosure for 

Mineral Projects. 

 

2.2 SOURCES OF INFORMATI ON 

 

This report is based in part on internal company technical reports and maps, published 

government technical reports, published scientific papers, company letters and memoranda, and 

public information listed in Section 27.0 ñReferencesò at the conclusion of this report. Several 

sections from reports authored by other consultants have been directly quoted summarized in this 

report and are so indicated in the appropriate sections. P&E held discussions with technical 

personnel from the company regarding pertinent aspects of the project.   P&E has not conducted 

detailed land status evaluations, and has relied on previous qualified reports, public documents 

and statements by Mr. Alain Bureau regarding the Property status and legal title to the Project. 
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2.3 UNITS AND CURRENCY 

 

Unless otherwise stated, all units in this report are metric units. Metal assay values are reported 

in grams per metric tonne (ñg/tò) for gold (ñAuò) or in percentage (ñ%ò) for copper (ñCuò) 

unless some other unit is specifically stated. The US$ is used throughout the report unless 

otherwise stated.  

 

2.4 GLOSSARY AND ABBREVI ATION OF TERMS  

 

In this document, in addition to the definitions contained heretofore and hereinafter, unless the 

context otherwise requires, the following terms have the meanings set forth below. 

 

ñC$ò means the currency of Canada  

ñAAò is an acronym for Atomic Absorption, a technique used to measure metal 

content subsequent to fire assay  

ñAgò means silver 

ñaslò means above sea level  

ñAuò means Au  

ñAziò means azimuth  

ñCIMò means the ñCanadian Institute of Mining, Metallurgy and Petroleum.ò 

ñDDHò means diamond drillhole  

 ñEò means east  

ñelò means elevation level  

ñFeò means iron 

ñg/cm
3
ò mean grams per cubic centimetre 

ñg/m
3
ò means grams per cubic metre 

ñg/tò means grams per tonne  

ñg/t Auò means grams of Au per tonne of rock  

ñhaò means Hectare  

ñinò means inches 

ñIPò means Induced Polarization  

ñIRRò means Internal Rate of Return  

ñkgò means kilogram  

ñkmò means kilometer equal to 1,000 meters or approx. 0.62 statute miles  

ñmò means metric metre distance measurement equivalent to approximately 

3.27 feet  

ñMò means million  

ñMaò means millions of years  

ñmiò means miles 

ñmm/anò means millimeters per annum  

ñMtò means millions of tonnes  

ñNò means North 

ñNEò means North-east  

ñNI 43-101ò means Canadian Securities Administrators National Instrument 43-101  

 ñNWò means North-west 

ñoz/Tò means Troy ounces per short ton  

ñP&Eò means P & E Mining Consultants Inc.  

ñPEAò means a Preliminary Economic Assessment study 

ñppbò mean parts per billion  

ñppmò means parts per million  
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ñProperty means Pershimcoôs property holdings at Cerro Quema 

ñRCò means reverse circulation  

ñSò means south  

ñSEò means south-east  

ñSEDARò means the System for Electronic Document Analysis and Retrieval  

ñSWò means south-west.  

ñtò means metric tonne equivalent to 1,000 kilograms or approximately 

2,204.62 pounds  

ñTò means Short Ton (standard measurement), equivalent to 2,000 pounds  

ñt/aò means tonnes per year  

ñtpdò means tonnes per day  

ñUNDPò means United Nations Development Program  

ñUS$ò means the currency of the United States of America 

ñUTMò means Universal Transverse Mercator  

ñWò means west  
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3.0 RELIANCE ON OTHER EX PERTS 

 

P&E has assumed, and relied on the fact, that all the information and existing technical 

documents listed in the References section of this Report are accurate and complete in all 

material aspects. While we carefully reviewed all the available information presented to us, we 

cannot guarantee its accuracy and completeness. We reserve the right, but will not be obligated 

to revise our Report and conclusions if additional information becomes known to us subsequent 

to the date of this Report.  

 

Although copies of the tenure documents, operating licenses, permits, and work contracts were 

reviewed, an independent verification of land title and tenure was not performed. P&E has not 

verified the legality of any underlying agreement(s) that may exist concerning the licenses or 

other agreement(s) between third parties but has relied on the clients solicitorôs to have 

conducted the proper legal due diligence. Information on tenure and permits was obtained from 

Pershimco. 

 

A draft copy of the Report has been reviewed for factual errors by Pershimco and P&E has relied 

on Pershimcoôs historical and current knowledge of the Property in this regard. Any statements 

and opinions expressed in this document are given in good faith and in the belief that such 

statements and opinions are not false and misleading at the date of this Report. 
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4.0 PROPERTY DESCRIPTION AND LOCATION  

 

4.1 PROPERTY DESCRIPTION 

 

The Cerro Quema Project is located on the Azuero Peninsula in Los Santos Province of south-

western Panama. The Project is located approximately 45 km south-southwest of the city of 

Chitré, the largest city on the Azuero Peninsula. Chitré is approximately 250 km by road from 

Panama City and about 150 km by air, southwest of Panama City. The Project is located at 

Latitude 7
o
 33.23ô N by Longitude 80

o
 32.81ô W and at UTM coordinates (NAD83) 17 550000 E 

and 835000 N. The Project location is shown in Figure 4.1. 

 

Figure 4.1 Cerro Quema Project Location  

 

 
(Source: Scott Wilson RPA report 2011) 

 

4.2 LOCATION  

 

The Cerro Quema Property comprises three contracts between the Republic of Panama and 

Minera Cerro Quema, S.A. (ñMCQò) that grant exclusive rights for mineral extraction as 

follows: 

 

¶ Contract No. 19, dated February 26, 1997, for the exclusive rights for the 

extraction of Class IV metallic minerals (gold and silver) for 5,000 ha and 
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effective for 20 years, identified in the National Directorate of Mineral Resources 

with the symbol MCQSA-EXTR (gold and silver) 96-63; 

¶ Contract No. 20, dated February 26, 1997, for the exclusive rights for the 

extraction of Class IV metallic minerals (gold and silver) for 5,000 ha and 

effective for 20 years, identified in the National Directorate of Mineral Resources 

with the symbol MCQSA-EXTR (gold and silver) 96-62; 

¶ Contract No. 21, dated March 3, 1997, for the exclusive rights for the extraction 

of Class IV metallic minerals (gold and silver) for 4,893 ha and effective for 20 

years, identified in the National Directorate of Mineral Resources with the symbol 

MCQSA-EXTR (gold and silver) 96-64. 

 

The exploitation concessions listed above total 14,893 ha. 

 

TABLE 4.1 

CORNER COORDINATES IN LATITUDE AND LONGITUDE FOR CONTRACTS 19, 20, 21 

 Latitude Longitude 

Contract 19 7
o
35ô25.94òN 80

o
32ô48.35òW 

 7
o
35ô25.94òN 80

o
26ô00.41òW 

 7
o
33ô15.80òN 80

o
26ô00.41òW 

 7
o
33ô15.80òN 80

o
32ô48.35òW 

   

Contract 20 7
o
33ô15.80òN 80

o
32ô48.35òW 

 7
o
33ô15.80òN 80

o
26ô49.40òW 

 7
o
30ô47.91òN 80

o
26ô49.40òW 

 7
o
30ô47.91òN 80

o
32ô48.35òW 

   

Contract 21 7
o
35ô25.94òN 80

o
35ô27.90òW 

 7
o
35ô25.94òN 80

o
32ô48.35òW 

 7
o
30ô00.28òN 80

o
32ô48.35òW 

 7
o
30ô00.28òN 80

o
35ô27.90òW 

 



 

P&E Mining Consultants Inc. Page 11 of 118 

Pershimco Resources Inc. Cerro Quema Project Report No. 251 

Figure 4.2 Plan of the Cerro Quema Project Area Concessions in UTM (NAD83) 

 Coordinates 

 

 
 

4.3 TENURE  

 

Pershimcoôs 100% ownership of the Cerro Quema Project is held through Pershimcoôs 

ownership of Minera Cerro Quema, S.A. (ñMCQò), a corporation incorporated under the laws of 

Panama. Pershimco provided a letter dated February 29, 2012, from Morgan and Morgan, 

Attorneys at Law, as Panamanian counsel to Pershimco, that states as of February 29, 2012: that 

the MCQ Contracts 19, 20 and 21 are still in effect; that MCQ has not been dissolved; and that 

Pershimco is the owner of all of the issued and outstanding shares of MCQ. Pershimco also 

provided documentation dated February 29, 2012 from the Panamanian Ministry of Industry that 

indicates that the Contracts 19, 20 and 21 were valid as of that date.  

 

P&E has not independently verified the Pershimcoôs tenure and is reliant on the information 

provided by Pershimco, including the February 29, 2012 opinion from Morgan and Morgan on 

the following matters: i) that Minera Cerro Quema, S.A., (ñMCQò) is a valid entity; ii) that MCQ 

is in compliance with the terms of the concessions; iii) that Pershimco owns 100% of MCQ; and 

iv) that the Contracts 19, 20, 21 are in good standing. 

 

The Concession contracts held by Pershimco through its ownership of MCQ include the 

following provisions: 
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¶ The state reserves the right to explore and extract under the granted area, by itself 

or by concessions to third parties other natural resources including different 

minerals to those granted under the contract; 

¶ A land tax and royalty against production must be paid to the government as per 

article 211 of the mining resources code; 

¶ The concession holder must submit to the government a detailed work plan each 

year including approximate cost; 

¶ The concession holder has the right to import equipment, parts, and supplies to be 

used in any mining operation free of importation taxes and custom fees, except for 

fuel and vehicles that are not used in the mining operation; 

¶ A warranty fund in the amount of 100,000 Panamanian balboas (pab) (equivalent 

to US$100,000) in the form of an insurance company deposit must be put in place 

to guarantee the payment of repairs for damage caused by dangerous acts or 

restoration due to abandonment for each concession. The fund must stay in place 

for two years after the expiration of the contract to ensure compliance; 

¶ A warranty fund in the amount of 15,000 pab must be put in place to guarantee 

compliance with the obligations of each contract. 

 

Pershimcoôs current extraction rights for the Cerro Quema Property are for gold and silver only.  

Pershimco has advised P&E that it also has first rights for extraction of copper or other base 

metals in accordance with the Companyôs rights under present Panamanian law.  Pershimco has 

also advised P&E that it has applied for rights to extract copper. 

 

Pershimco announced the acquisition of the property on September 10, 2010, when Pershimco 

reached an agreement with Central Sun Mining Inc., RNC (Panama) Ltd., MCQ, Carena Equities 

Corp., Bellhaven Copper & Gold Inc. and Julio Benedetti to acquire all interests in the Cerro 

Quema Mining Project held by the corporation Minera Cerro Quema, S.A. (ñMCQò). Under the 

terms of this agreement, Pershimco acquired all interests and obligations of MCQ for a total 

consideration of $6,400,000 (the ñPurchase Priceò) (Pershimco Press Release dated September 

10, 2010). On September 21, 2010, Pershimco received the final approval of the TSX Venture 

Exchange regarding the acquisition. 

 

The Purchase Price was payable as follows: (i) the payment of $1,560,000 at closing; (ii) the 

issuance of 8,500,000 common shares of Pershimco at a price of $0.35, 47% of which are subject 

to a 24 month contractual non-sale period starting at closing and 100% of which are subject to a 

mandatory 4 month holding period; (iii) the issuance of 4,500,000 warrants entitling the holder 

thereof to purchase one common share at $0.45 for the first year and increasing by $0.20 per year 

during the 4 subsequent years, the warrants and the common shares issuable upon exercise of the 

warrants being subject to a mandatory 4 month holding period; and (iv) the payment over a 

period of 8 months starting in March 2011 of US$1,800,000 as the balance of the Purchase Price.  

 

Pershimco has advised P&E that MCQ currently has possessory rights (Surface Rights) to 1,509 

hectares for the project. MCQ is currently finalizing the purchase of additional 439 hectares 

which once completed will raise the total amount to 1,939 hectares. 
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5.0 ACCESSIBILITY, CLIMA TE, LOCAL RESOU RCES, INFRASTRUCTURE AND 

 PHYSIOGRAPHY  

 

Information on climate, local resources, infrastructure and physiography is taken from the 

feasibility study completed by RNC and Bikerman Engineering (2002) and from the Scott 

Wilson RPA NI 43-101 Technical Report on Cerro Quema (January 2011) and data received by 

MCQ obtained from a meteorological station located close to the Cerro Quema Project.  

 

5.1 CLIMATE  

 

RNC and Bikerman Engineering (2002) report that there are no long-term reliable 

meteorological data from Cerro Quema. The nearest station is located in Santiago, approximately 

80 km northwest of the Project site. Other climatological stations, such as Los Santos and 

Tonosi, are closer to the site; however, according to the Atlas Nacional de la República de 

Panamá, the average annual precipitation and monthly distribution of precipitation at the 

Santiago stations is closer to that expected at the site. Therefore, data from this weather station 

were adjusted for elevation differences and applied to the Project design. RNC and Bikerman 

(2002) reported that a meteorological station was in place at the Project site. The data collected 

includes temperature, rainfall, wind speed, and direction. Monthly average air temperatures at the 

Cerro Quema site were determined by adjusting data from the Santiago station. The Cerro 

Quema monthly average maximum and minimum air temperatures were determined to be 28.5°C 

and 20.4°C. The Atlas Nacional de la República de Panamá indicates that the annual mean 

temperature at the project site is about 25.5°C. 

 

Regionally, wind velocity averages approximately 1.30 km/h with the strongest winds from 

January to March. Wind direction is typically from the north and northwest during the dry season 

and from the west during the rainy season. Wind data from the Project site indicates that the 

wind is predominantly from the north-northeast. 

 

Panama has two distinct seasons: a warm, dry season that lasts from December to mid-May, and 

a wet, humid season from mid-May through November. Precipitation typically occurs during 

torrential tropical thunderstorms.  The annual average rainfall for Tonosi is about 1,829 mm per 

year. Preliminary analysis of the data indicates that site precipitation generally increases toward 

the southwest.  

 

5.2 LOCAL RESOURCES 

 

Macaracas and Tonosi will be the districts most directly affected by the Project because they are 

closest to the Project and the highway that connects the district seats passes near the Project area. 

The 1990 census reported that these districts have populations of 9,280 and 9,336, respectively. 

Populations in the towns of Macaracas and Tonosi are 1,768 and 1,411, respectively. 

 

The towns under the immediate influence of the Project include Río Quema, La Llana, Quebrada 

Quema, and Boca de Quema in Tonosi District, and Río Abajo in Macaracas District. All of 

these communities are small villages with the exception of Quebrada Quema and Río Abajo, 

which are dispersed residences. The combined population of these communities, according to the 

1990 census, is 399 people living in 116 houses. Most of the population stems from emigrants to 

the region in the 1940s and 1950s. Population densities in the subdistricts containing these 

communities are very low, at approximately five people per square kilometre. Fifty-four percent 

of the local residents are 20 years of age or older. 
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This Project can be operated on a continuous basis, however, there may be periods of time that 

operations may experience difficulties due to high precipitation in the wet season from May to 

November. 

 

5.3 INFRASTRUCTURE  

 

The Cerro Quema Project is 82 km by road from Chitré of which approximately 75 km are on the 

paved Carretera Nacional road (Via Chitré-Macaracas & Via Macaracas-Tonosi). The Project is 

7.0 km from the paved highway. 

 

No infrastructure exists at the Project. Within seven kilometres of the Project area, MCQ. has a 

main camp site and administration offices. This includes administration and geology offices, 

accommodation facilities, kitchen and recreational facilities, helipad, an equipment laydown 

area, geological sample logging and storage facilities, workshop and support facilities all under 

the control of MCQ. The camp site area is connected to the main electrical supply lines in 

addition to having back-up electrical generators. In addition, an independent sample preparation 

laboratory is also located within the camp site area. Electrical power for a mining and processing 

facility would likely be generated from on-site diesel-powered generators. 

 

5.4 PHYSIOGRAPHY  

 

The Property elevation ranges from approximately 200 m asl to over 900 m asl. Scott Wilson 

RPA (2011) report that the terrain in the region is rugged, with a maximum relief of about 850 

m. Approximately 20% of the area has slopes of less than 55%. With the exception of the site 

access road and exploration drill roads, the surrounding countryside is only accessible via 

footpaths. Much of the surrounding area has been deforested and converted to pasture lands. The 

deforested areas are covered by one metre to two metre high hummocks of grasses, matted ferns, 

and scattered small trees. Thick stands of forest persist along some of the drainages and in the 

steeper valleys. Less than 5% of the Project area consists of rock exposures. Rockiness is 

typically slight in the soils on shallower slopes and moderate on steeper slopes. More extensive 

rock exposures are typically along active stream beds. 
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6.0 HISTORY  

 

6.1 OWNERSHIP 

 

The following section on ownership is summarized from RNC and Bikerman Engineering (2002) 

and from Scott Wilson RPA (2011). Cerro Quema was initially identified as a potential 

economic mineral deposit during United Nations supported national surveys in the late 1960ôs. 

The Compañía de Exploración Minera, S.A. (CEMSA) investigated the area in 1986 and 

obtained the exploration concession for Cerro Quema in 1988. 

 

Cyprus Minerals Company (Cyprus) formed a joint venture with CEMSA in 1990 to Cyprus 

Minera de Panama, S.A. (Cyprus Minera). From 1990 to 1994, Cyprus Minera conducted 

advanced exploration drilling of the La Pava, Quema and Quemita mineralization. Cyprus 

Minera merged with Amax Gold Inc. (Amax) in 1993 to form Cyprus Amax Minerals and 

formed Minera Cerro Quema S.A. (MCQ) to proceed with permitting and development. 

 

Campbell Resources Inc. (Campbell) purchased the right of first refusal on the Project from 

CEMSA and subsequently exercised that right when Cyprus Minera put the property up for sale 

in 1996. Campbell subsequently earned a 100% interest in the Project, carried out an infill 

drilling program to further define the resources, and completed a Project Feasibility Study. 

Campbell sold its 100% interest in the Project to Carena Equities Corporation of Panama 

(Carena) in August 2001. 

 

RNC Resources Ltd. (RNC) entered into an agreement with Carena in January 2002 wherein 

RNC agreed to complete a ñbankableò Feasibility Study on the Cerro Quema Project and to place 

the Project into production for a 50% participation in the Project. 

 

On September 27, 2007, Bellhaven signed a definitive agreement with Carena to acquire a 40% 

interest in the Project. Further, on November 1, 2007, Bellhaven signed a definitive agreement to 

acquire the remaining 60% interest from Central Sun Mining Inc. (formerly Glencairn Gold 

Corp.). The total purchase price of the property was $10.4 million and was equivalent to $23 per 

ounce of gold in the measured and indicated resource categories. At that time and upon 

completion of payments, Cerro Quema would be 100% wholly owned by Bellhaven, subject to a 

4% net smelter return (NSR) royalty and a 9% net profits interest (NPI) royalty in favour of 

Campbell Resources.  As reported by Scott Wilson RPA (2011) on November 13, 2008, 

Bellhaven and Weston Resources Inc. signed a letter of intent for Bellhaven to purchase the 9% 

NPI royalty. Scott Wilson RPA (2011) also reported that 2% NSR is to be paid to CEMSA and 

2% NSR is to be paid to the Government of Panama.  Pershimco has advised P&E that 

subsequently the Government of Panama has retained a 4% NSR and Pershimco has further 

confirmed that the purchase of the 9% NPI was completed by December 15, 2008 and that the 

NPI is now extinguished.  

 

Land required for the operation of the Project has been acquired. The possessory rights (surface 

rights) are controlled by MCQ and there is no title to the land. As long as the concessions are in 

existence, no other parties can request title to the properties. A purchase agreement between 

Carena and RNC to purchase 50% of the outstanding shares of MCQ was completed on February 

11, 2004. Current Project holding costs are estimated to range between $1.0 million to $1.5 

million per year. 
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6.2 EXPLORATION HISTORY  

 

Between 1990 and 1994, Cyprus and successor companies completed 4,622.5 meters of core 

drilling and 17,578.8 meters of RC drilling on the Cerro Quema project. The number of holes 

and distribution between the La Pava deposit and the rest of the concession is shown in table 6.1. 

Cyprus also completed geochemical and geophysical surveys between 1990 and 1994. 

Subsequently in 1996, Campbell drilled a further 1,749.6 meters of core drilling on the La Pava 

deposit in 1996. 

 

TABLE 6.1 

DRILLING CAMPAIGNS ON  THE CERRO QUEMA PROJECT SINCE 1990 

Company 

La Pava Remainder of Concession 

RC Drilling  Core Drilling  RC Drilling  Core Drilling  

No. 

Holes 

Length 

(m) 

No. 

Holes 

Length 

(m) 

No. 

Holes 

Length 

(m) 

No. 

Holes 

Length 

(m) 

1990 (Cyprus) 
  

3 298.80 
    

1991 (Cyprus) 28 1,820.10 2 119.30 11 662.00 2 168.00 

1992 (Cyprus) 41 3,271.50 3 324.80 35 2,186.00 
  

1993 (Cyprus) 
  

11 1,086.30 
  

23 1,289.90 

1994 (Cyprus) 80 6,400.70 13 1,180.50 51 3,238.50 7 453.70 

1996 (Campbell) 
  

29 1,749.60 
    

2010 (Pershimco) 13 1,403.00 0 0.00 
    

2011 (Pershimco) 20 1,897.00 16 3,820.25 24 2,250.00 9 831.85 

2012 (Pershimco) 26 2,413.00 13 1,797.95 76 5,813.00 
  

2012 (PRO Not in 

Resource 

Estimate update) 

44 4,157.00 14 2,497.15 19 2,426.00 0 0.00 

         

Total 252 21,362.30 104 12,874.65 216 16,575.50 41 2,743.45 

 

6.3 HISTORICAL MINERAL R ESOURCE AND MINERAL RESERVE ESTIMATES 

 

Historical mineral resource estimates were previously summarized by Scott Wilson RPA in the 

January 2011 report and information here is summarized from that report. 

 

6.3.1 Campbell Resources Inc. (Campbell) 

 

The Campbell estimate was done in 1996 by Datamine North America Inc. (Datamine) under the 

supervision of Wayne Valliant (previously of Campbell) and subsequently with Scott Wilson 

RPA. Mineralized envelopes were correlated based on silica, pyrite, oxidation and gold grade 

and the saprolite cap was excluded from the estimate. Block models were created for La Pava 

and Quema using 10 m x 10 m x 3 m high blocks. Grade interpolation incorporated search 

distances and directions consistent with variography. Datamine used nearest neighbour inverse 

distance cubed (ID
3
), and ordinary kriging for grade interpolation. Ordinary kriging was 

determined as the most appropriate method. 

 

Datamine created optimized pit shells using mining costs at $1.27/t, processing costs at $2.34/t 

(based on valley leach), general and administrative costs at $1.58/t ore, $400 oz Au, 86% 
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metallurgical recovery and variable pit slopes. Mineral resources within the optimized pit shells 

are summarized in table 6.2. 

 

TABLE 6.2 

HISTORICAL M INERAL RESOURCES, DATAMINE 1996
(1-4)

 

Zone 
Tonnes Grade Contained Au 

(t 000s) (g/t Au) (oz) 

La Pava 5,854 1.19 224,000 

Quema 2,919 1.11 104,000 

Total 8,773 1.16 328,000 

(1) Mineral resources are not NI 43-101 compliant. 

(2) Mineral resources estimated at $400/oz Au. 

(3) Mineral resources estimated at 0.35 g/t Au cut-off grade. 

(4) Mineral resource estimate assumed density of 2.0. 

 

6.3.2 RNC Resources Ltd. 

 

In 2002, RNC and Bikerman Engineering completed a feasibility study on the La Pava deposit. 

The 2002 feasibility study is not compliant with NI 43-101 and should not be relied on. RNC and 

Bikerman Engineering reviewed and accepted the kriged Datamine block model and re-

optimized the pit based on mining costs at $0.81/t for ore and $0.86 for waste, processing costs at 

$2.92/t, G&A at $0.68/t, $325/oz Au, 80% metallurgical recovery, and 45° pit slopes. The 

resultant cut-off grade was 0.45 g/t Au. Ten percent dilution was added to the mineral resources 

for conversion to mineral reserves. Only the La Pava zone was considered for the study. The 

resultant mineral reserve estimate was 6.037 million tonnes grading 1.24 g/t Au, containing 

240,000 oz Au. 

 

The RNC and Bikerman Engineering estimated mineral reserves based on a designed pit with 6.0 

m benches, 18 m wide haul roads with a maximum 10% grade, mining dilution of 2.0 m at 0.30 

g/t Au, and pit slopes ranging from 40° to 50°. The resultant proven plus probable mineral 

reserve estimate was 6.037 million tonnes grading 1.236 g/t Au, containing 240,000 oz Au. 

These mineral reserves are not compliant with NI43-101 and should not be relied on. 

 

In 2002, Chlumsky, Armbrust and Meyer, LLC (CAM) prepared a mineral reserve audit for 

RNC. CAM reviewed and accepted the kriged, Datamine block model and reoptimized the pit 

based on mining costs of $0.85/t and $0.83/t for ore and waste respectively, processing costs of 

$2.95/t, G&A of $0.71/t $325/oz Au, 80% metallurgical recovery, and variable pit slopes. The 

resultant cut-off grade was 0.57 g/t Au. A two metre shell was added to the mineral resources for 

conversion to mineral reserves for a total of 6.344 million tonnes, grading 1.178 g/t Au, 

containing 240,000 oz Au at La Pava. 

 

6.3.3 Scott Wilson RPA NI 43-101 Technical Report on the Cerro Quema Project, 

Panama 

 

Scott Wilson RPA reported a NI 43-101 resource estimate for the La Pava deposit in January 

2011. Scott Wilson RPA reviewed the 1996 resource estimate by Datamine for La Pava and was 

of the opinion that the parameters for correlation and block model remained appropriate. The 

parameters for open pit optimization were updated using current estimates of bulk density 

operating costs, metallurgical recovery and gold price. The Mineral Resources within the 

optimized La Pava model were classified as Indicated Mineral Resources based on drill hole 
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spacing. Scott Wilson RPA used a 0.35 g/t cut-off grade. The 1996 mineral resource estimate for 

the Quema deposit was not reviewed and this resource remains a historical estimate. 

 

TABLE 6.3 

SCOTT WILSON RPA INDICATED M INERAL RESOURCE SUMMARY (EFFECTIVE DATE 

DECEMBER 1, 2010) LA PAVA DEPOSIT 

Cut-Off Grade Tonnes Grade Contained Au 

(g/t Au) (t x 1000) (g/t Au) (oz Au x 1000) 

0.00 9,084 0.92 269 

0.17 8,462 0.98 267 

0.20 8,339 0.99 265 

0.30 7,610 1.06 259 

0.35 7,231 1.10 256 

0.45 6,453 1.19 247 

0.50 6,093 1.23 241 

(1) CIM definitions were followed for Mineral Resources. 

(2) Mineral Resources are estimated at a cut-off grade of 0.35 g/t Au. 

(3) Mineral Resources are estimated at a gold price of $1,125/oz. 

(4) Metallurgical recovery is 90%. 

(5) A density of 2.1 t/m
3
 was used. 

(6) A minimum thickness consideration was not required due to the geometry of the deposits. 

(7) Columns and rows may not add exactly due to rounding. 

 

Scott Wilson RPA estimated the resource using uncapped grades but recommended further study 

of this matter prior to proceeding to pre-feasibility work and reserve estimation. Scott Wilson 

RPA supported the earlier Datamine methodology for compositing drill hole samples and used 

downhole composites averaging three meters. Block dimensions were 10 m x 10 m x 6 m. Scott 

Wilson RPA considered the ordinary kriging was the most appropriate method of grade 

interpolation. 

 

Scott Wilson RPA used Whittle software to test the condition of the La Pava Deposit having a 

reasonable prospect for economic extraction. Open pit optimization parameters used operating 

costs of $13.06/t, 4.0% NSR, refining costs of $4.00 oz, plant recovery of 90%, and a gold price 

of $1,125/oz. The results provided for an internal cut-off grade of 0.17 g/t Au and a break-even 

cut-off grade of 0.25 g/t Au. Scott Wilson RPA recommended reporting Mineral Resources for 

the project at a 0.35 g/t Au cut-off grade given the likely metallurgical recovery at such low 

grades. 

 

Scott Wilson RPAôs (2011) technical report reviewed the earlier RNC and Bikerman 

Engineering, (2002) feasibility study on the La Pava deposit. The reader is cautioned that the 

RNC and Bikerman Engineering (2002) study is not compliant with NI 43-101 requirements and 

should not be relied on. 

 

The RNC and Bikerman Engineering study proposed that the La Pava deposit will be mined by 

conventional, open pit mining methods. The typical mine sequence will comprise blast hole 

drilling of six metre benches, blasting, loading of ore and waste by loaders  into articulated dump 

trucks. Smaller-size equipment was proposed primarily due to the structural controls on the ore 

and waste contacts, and the amount of precipitation received. It was proposed that the ore 

material would be hauled to a primary crusher and then conveyed to vat leach tanks by means of 

an overland conveyor. 
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Scott Wilson RPA recommended that Pershimco evaluate the use of truck haulage of the 

mineralized material to the mill instead of an overland conveyor. Scott Wilson RPA also 

recommended that the cost of the open pit dewatering be evaluated to determine how much of an 

impact the dewatering of meteoric waters will be on the operating cost.  

 

The estimate of Mineral Resources available for mining used for the proposed mine design 

assumed a 100% mining recovery. While 100% mining recovery is unlikely, Scott Wilson RPA 

acknowledges that a high mining recovery is possible (+95%) because of the wide, uniform 

shape of the mineralized zones and the mining method employed. Mining dilution was estimated 

by adding a 2.0 m shell around the Mineral Resources at the cut-off grade of 0.569 g/t Au. The 

average grade of the diluting material within the 2.0 m shell is added at 0.30 g/t Au. The 2.0 m of 

external dilution amounts to 7.8% of the tonnage. Additional dilution is included in the 

modelling process. Blocks that straddle the margin of the wireframe have a weight-average 

grade, which includes the tonnes of mineralized material within the block and tonnes of waste 

material outside the wireframe of 0.0 g/t Au. This process dilutes the grade of the 10 m x 10 m x 

3 m blocks that straddle the wireframe. Scott Wilson RPA believes that the methods used to 

estimate the dilution and mining recovery are reasonable. 

 

The Scott Wilson RPA report evaluates the INNOVAT or ECO-VAT leaching process 

developed in the 1990ôs for continuously vat leaching gold-bearing ores. The overall flowsheet 

for Cerro Quema as proposed by INNOVAT (2009) is summarized in the Scott Wilson RPA 

(2011) report. The ore goes through primary crushing in the pit and is conveyed to a crushing 

plant at the processing site where it goes through three stages of crushing to achieve a final size 

of 80% passing 6.5 mm and is transported to a 5,000 t live stockpile. The circuit is also capable 

of crushing and conveying waste to a waste disposal area. The stockpile feeds two conveyors to 

the continuous vat leaching (CVL) equipment where it is fluidized, leached, and reclaimed by a 

bucket wheel. The solution is recovered by an overflow system, sent to a thickener for slimes 

removal, and then processed in an Adsorption, Desorption, Recovery (ADR) plant using carbon 

columns, Zadra desorption process and electrowinning and refining to recover the gold from the 

solutions. The essentially dry reclaimed solids (less than 15% moisture) from the bucket wheel 

are mixed with waste material and sent to the waste storage area. There is no separate tailings 

storage, as the material from the CVL thickener underflow will be mixed with mine waste. In 

Scott Wilson RPAôs opinion, although it is assumed that there will not be a requirement for a 

separate tailings storage facility, mitigating steps will need to be in place to maximize solids and 

solution containment. In Scott Wilson RPAôs opinion, the proposed continuous vat leaching 

process has potential to perform well in this application, although it will be the first high tonnage 

application of the technology. 

 

Scott Wilson RPA (2011) reviewed the pre-production capital costs based on the RNC and 

Bikerman Engineering (2002) study for a 5,000 tpd case and the INNOVAT (2009) study.  Scott 

Wilson RPA (2011) estimated total costs of $33.009 million including $2.500 million for the 

mine, $28.159 million for the process plant and $2.350 million for general and administrative. 

The economic analysis in Scott Wilson RPAôs (2011) report was based on contract mining. Mine 

capital of $0.5 million was allocated for road construction, staff vehicles, surveying equipment, 

computers and other minor equipment. All other mining capital is assumed to be at the 

contractorôs cost and in the unit operating costs. 

 

The reclamation cost in Scott Wilson RPAôs report is based on an estimate by Golder of $2.97 

million. This amount was increased to $3.39 million in the cash flow, given the amount of 
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resource evaluated in the cash flow. The Golder estimate was based on approximately 6.30 

million tonnes, and the cash flow evaluated approximately 7.23 million tonnes of resource from 

the La Pava and Quema resource areas. 

 

Scott Wilson RPA (2011) estimated operating costs for the 5,000 tpd operation to be $7.65/t 

based on $2.24/t mining, $3.71/t processing and $1.70/t G&A. 

 

Scott Wilson RPA (2011) estimated pre-tax cash flow projections from the life of mine 

production schedule and capital and operating cost estimates for a 5,000 tpd case. The economics 

of the 5,000 tpd case were based on the following key criteria: 5,000 tonnes per day mining from 

an open pit (approximately 1.8 million tonnes per year); 90% mill recovery (with no evaluation 

of silver and a reduction in ounces for gold entrained in mill circuit); gold at refinery 99.965% 

payable; mineable resources based on Whittle® floating cones that used a gold metal price of 

$1,125 per ounce; gold metal price of $1,125/oz used in cash flow; Net Smelter Return (NSR) 

includes doré refining, transport, and insurance costs; revenue recognized at the time of 

production; pre-production period from 2011 to 2013 inclusive; pre-tax cashflows; capital cost is 

$33.0 million, excluding reclamation; and total operating cost of $10.47 per tonne processed and 

cash cost of $328 per gold ounce produced. On a stand-alone project basis, the undiscounted pre-

tax cash flow totals $139.5 million over the mine life, and simple payback occurs less than 12 

months from the start of production. 

 

Scott Wilson RPA (2011) considers that the pre-tax NPV at a 12% discount rate is $65.5 million, 

and the IRR is 69%. Scott Wilson RPA (2011) considered that key economic risks include gold 

price, head grade, mill recovery, operating costs and pre-production capital risks. 

 

There has been no production from the Cerro Quema Project. 
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7.0 GEOLOGICAL SETTING A ND MINERALIZATION  

 

Pershimcoôs Cerro Quema property is located on the Azuero Peninsula, Panama, within a 

Cretaceous-Paleogene magmatic-volcanic arc. Panama is considered to be a tectonic microplate 

that occupies the junction of the Caribbean, South American, Cocos and Nazca Plates. The 

southern boundary of the Panama microplate is characterized by the subduction of the Nazca and 

Cocos oceanic plates beneath the Panama microplate. Subduction and the evolution of the 

Azuero Peninsula magmatic arc was initiated in the Late Cretaceous and continued to Middle 

Miocene (Corral et al., 2011). 

 

7.1 REGIONAL GEOLOGY  

 

The Azuero Peninsula is a prominent feature on the southwest (Pacific) coastline of Panama. The 

basement of the Peninsula consists of massive and pillowed tholeiitic basalts that are currently 

interpreted to represent uplifted rocks from the western margin of the Caribbean plate (Corral et 

al. 2011). Following the onset of subduction at approximately 69-71 Ma, an arc magmatic 

sequence developed on the Azuero basement. The rocks of the Azuero Arc Group consist of 

volcanic rocks including associated tuffites and volcaniclastic rocks ranging in age from 

approximately 71 Ma to 40 Ma.  

 

The Cerro Quema district is situated in the central part of the Azuero Peninsula. The rocks 

consist of andesite, dacite, limestone, basalt and turbidites that are interpreted to have been 

deposited in a fore-arc environment. Initial studies assigned all of these units to the Ocu 

Formation. Subsequent work by Corral et al. (2011) has determined that the rocks of the Cerro 

Quema district do not correspond with the definition of the Ocu Formation, and have defined the 

Rio Quema Formation consisting of volcanic and volcaniclastic sediments interbedded with 

hemipelagic limestones, sub-marine dacite lava domes and cross cutting basaltic to andesitic 

dikes. The Rio Quema Formation is interpreted as the infill sequence of a fore-arc basin of the 

Cretaceous-Paleogene volcanic arc and the host to mineralization in the Cerro Quema district 

Corral et al. 2011). 
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Figure 7.1 Regional Geology of the La Pava and Quemita/Quema Deposits 

 

 
(Source: Corral et al. 2011) 

 

The lower unit of the Rio Quema Formation consists of andesitic lava flows, crystal rich 

sandstones, and turbidites interbedded with hemipelagic limestone and represents a proximal 

depositional environment to the volcanic front. Limestones represent periods of time with minor 

volcanic activity. The upper unit contains submarine dacite lava domes that compartmentalized 

the fore-arc basin and acted as a paleo-barrier to sedimentation. The southern slopes of the dacite 

lava domes are characterized with a higher proportion of more distal sediments including 

volcaniclastic sediments, turbidites, shales, siltstones, and the minor presence of andesitic lava 

flows. The Rio Quema formation is intruded by arc-related quartz diorite and granodiorite 

intrusions.  

 



 

P&E Mining Consultants Inc. Page 23 of 118 

Pershimco Resources Inc. Cerro Quema Project Report No. 251 

Figure 7.2 Idealized Stratigraphic Section of the Río Quema Formation 

 

 
(Source: Corral et al. 2011). 

(A) Pillow basalts of the Azuero Igneous Basement at Río Joaquín. 

(B) Volcaniclastic sediments of the Río Quema Formation lower unit at Río Quema. 

(C) Hemipelagic limestones from the Río Quema Formation limestone unit south of Río Quema. 

(D) Volcaniclastic and hemipelagic sediments crosscut by a basaltic-andesitic dike of the Río Quema 

Formation upper unit north of Río Quema. 

(E) Fossiliferous calcarenite of the Tonosí Formation at Río Güerita. 

 

A large network of steeply dipping NW-SE and NE-SW trending normal faults is present in the 

area. The Rio Joaquin fault zone is a regional fault structure that has a broad east-west 

orientation that passes approximately 3 km south of the Cerro Quema mineralization. The Rio 

Joaquin fault has had a reverse dip slip motion of 300 to 400 metres that has uplifted the southern 

block with respect to the northern block and has juxtaposed the Azuero Arc Group basement 

rocks with the Rio Quema Formation. 
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7.2 PROPERTY GEOLOGY AND  MINERALIZATION  

 

In the Cerro Quema Project area, several gold deposits are located on a 10 km long, east-west 

trend and include the La Pava, Quemita-Quema and La Mesita deposits. RNC and Bikerman 

Engineering (2002) describe the deposits as hosted in a belt of hornblende-phyric pyroclastic 

flows and lavas of dacitic and andesitic composition. The volcanic belt is up to 1.5 km wide and 

conformably bounded to the north and south by epiclastic submarine sediments. The sequence 

dips south at 45
o
 to 60

o
. The main rock types in the area of the deposits now consist of saprolitic 

dacitic clays, silicieous dacites with various degrees of acid leaching and iron-oxide cemented 

breccias. 

 

Gold occurs as disseminated submicroscopic grains and as invisible gold within the crystalline 

structure of pyrite (Corral et al., 2010), especially in the advanced argillic alteration zone. Strong 

supergene alteration results in the formation of an oxidation cap or gossan and released the gold 

contained in the pyrite. The highest grades of gold mineralization are near the surface and 

decrease toward the lower limit of oxidation. 

 



 

P&E Mining Consultants Inc. Page 25 of 118 

Pershimco Resources Inc. Cerro Quema Project Report No. 251 

Figure 7.3 Geology of the Cerro Quema Project Mineralized Trend and Location of 

 Deposits 

 

 
(Source: Pershimco, 2012) 

 

The gold mineralization is associated with disseminated pyrite, chalcopyrite, enargite and a 

stockwork of quartz, pyrite, chalcopyrite, and barite with traces of galena and sphalerite. The 

presence of vuggy silica, alunite, natro-alunite and enargite in addition to the hydrothermal 

alteration pattern are compatible with a high-sulfidation epithermal system. 

  

Corral et al. (2011) identify the Rio Quema Formation as hosting the gold-copper mineralization 

in the Cerro Quema area and along strike to the east at Juan Diaz and to the west at the Pitaloza 

and Quebrada Iguana. This mineralization is all localized north of the Rio Joaquin fault zone. 

 
























































































































































































