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THE COMPANY  
 

Colibri Resource Corporation (“Colibri Resource”, or the “Company”) is 

involved in three gold projects, all in the State of Sonora, Mexico: 
 

(1) the flagship Pilar Gold Property (100% owned);  

(2) the early-stage Evelyn Gold Property (sold, repurchased, and still 100% 

owned); and  

(3) the Pitaya Property (24.45%), which is a joint venture with Agnico Eagle 

Mines (75.55%).  

 

UPDATE 

 

On October 30, 2018, Colibri Resource announced that it entered into an 

agreement to acquire 100% of Yaque Minerales S.A. de C.V. of Mexico. See 

further details on Page 2 under “Acquisition”. 

 

Over the past six months, Colibri Resource has focused its efforts primarily 

on its Phase 1 drill program on its Pilar Gold Property. 

 

The Company’s goal for Phase 1 was to drill around 3,000 metres in about 30 

holes. On June 14, 2018, the Company announced that it completed the Phase 

1 drill program and, on July 16, 2018, it said that it had received assay results 

for all 27 holes and 2 extensions that comprised Phase 1. Highlights of the 
drilling include 13.5m @ 5.64 g/t Au, including 1.5m @ 33.4 g/t Au, and 

40.5m @ 0.47 g/t Au, including 3m @5.37 g/t Au. 
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The goals of Phase 1 were to: (1) test for and confirm continuity within previously-inferred mineralization zones; 

(2) test and discover extensions to known mineralization; and (3) explore for new gold mineralization zones. 

 

Significantly, the drilling extended the Main Zone’s mineralized area to both the north-west and the south-east by 

a total distance of 145 metres, or an increase of 52% in the Main Zone’s length. In addition, the length remains 

open in both directions. 

 

On the joint-venture Pitaya Property, at which Agnico Eagle is the operator, the final 4 holes were completed in 

the first half of 2018. Since 2016, Agnico Eagle has drilled a total of 7,642 metres in 27 drill-holes on the 6,564 

hectare property. In June, Agnico Eagle stated that it does not intend to conduct any further exploration drilling on 

Pitaya during 2018 and, instead, it will analyze thoroughly the results to-date before undertaking any further work.  

 

In August, 2018, Colibri Resource announced that it had arranged to receive debt financing of up to C$400,000 

from two of its shareholders. 

 

COMMENT: This will be the first debt instrument for the Company and negates the need to tap the equity 

markets for needed funds. The debt financing will be used primarily for advancing further work on the Pilar Gold 

Property in an effort to confirm and expand its mineral resource. 

 

 

ACQUISITION 

 

Colibri Resource has entered into an agreement to buy Yaque Minerales S.A. de C.V. (“Yaque”), the wholly-

owned subsidiary of OnTop Capital Limited (“OnTop”).  The Company will acquire a 100% interest in Yaque by 

issuing to OnTop a convertible debenture for C$1,000,000. The debenture will carry a 2.5% annual coupon and 

will be convertible, in whole or in part, for a five-year period into Colibri Resource common shares at $0.20 per 

share for up to 5 million shares. 

 

The proposed acquisition represents a “related party” transaction insofar as there is a certain commonality of share 

ownership and management personnel between Colibri Resource and OnTop. As a result, the Company’s 

independent directors reviewed the terms and sanctioned the proposal as being “fair and reasonable”. 

 

In addition, the key property in the transaction has an independent NI 43-101 compliant technical report to back 

up “a satisfactory report from a qualified independent director of Colibri who spent time on site in Mexico”. 

 

Yaque consists of two mineral properties: El Mezquite and Jackie. They are located in the Sonoro Gold Belt. 

 

El Mezquite Gold Project 

The property comprises 180 hectares and is considered to be highly prospective for a low grade/large tonnage gold 

project. The property has not been drilled, but there are assay results from 321 rock chip samples. There is also 

evidence of previous mine workings. The property is accessible by a major paved highway and there is a dirt road 

that runs through the middle of the known gold mineralization. 

 

Yaque owns 65% of El Mezquite and has an option to acquire the remaining 35% for US$265,000 with exercise 

beginning in 2020 and equal payments to be made over 5 years. There is a 1% Net Smelter Royalty from 

production which can be purchased for US$500,000. 

 

Jackie Gold Project 

The property lies 2 km south of El Mezquite and comprises 1,130 hectares. Hardly any exploration has been done 

on the property, although there is evidence of several old workings. 

 

Yaque owns a 100% interest in Jackie and there are no royalties attached to it. 
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INVESTMENT CONSIDERATIONS 
 

A. Strengths 
 

● The strategy of Colibri Resource Corporation is to acquire mining properties that have already had previous 

mining activity, rather than to seek “green field” properties that have never been explored. This tactic 

enhances the potential for success and is inherently less costly.  
 

● Colibri Resource has interests in gold properties located in Sonora, the most northern state in Mexico and 

which borders the United States.  
 

● Mexico is a mining-friendly country with exceptional mining infrastructure and an abundance of natural 

resources. A multitude of international mining companies are extremely active all over Mexico. 
 

● The Company’s gold properties offer easy accessibility, well developed infrastructure, access to a skilled 

mining labour pool, and considerable common logistics because of their relative proximity to each other.  

 

● The Company’s primary focus is centered on advancing its flagship Pilar Gold Project by completing a NI 43-

101 Technical Report that includes a Mineral Resource Estimate and by increasing exploration activity. In this 

regard, the Company intends to complete a 10,000-metre drilling program, of which 3,000 metres were drilled 

in 2018. The Company also intends to complete a Preliminary Economic Assessment as soon as possible. 
 

● Colibri Resource has arranged for debt financing of up to C$400,000, which takes the pressure off having to 

raise additional equity in the near term. The funds primarily will be used on the Pilar Gold Property for 

exploration to expand the Company’s in-house resource estimate and convert it into a technically compliant 

resource estimate.  
 

● Commodities and inflation usually move in lock-step. Until recently, inflationary forces have been muted. 

However, lately there have been an increasing number of warnings that inflationary tendencies are rising. This 

presumably augurs well for commodity prices. In particular, gold is being used increasingly for industrial 

purposes as well as being the traditional inflation hedge. 
 

 

B. Challenges 
 

● The Company’s market cap is only about $2,650,000, with approximately 53 million shares outstanding and, 

therefore, the shares are not suitable for institutional ownership; in addition, there is fairly illiquid share trading 

(average 105,950 per day over the last 50 days and 109,850 over the last 200 days). 
 

● Colibri Resource has frequently raised new financing, which is often a challenge for junior mining companies. 

In addition to the recent debt raise, it is likely the Company will require additional funds in 2019. 
 

● The Company’s activities are still at an early stage of exploration. Its flagship property, Pilar, does not yet 

have a Mineral Resource Estimate, or a Preliminary Economic Assessment report. Even with a successful 

drilling program, it will be years before the Company can advance from exploration to production. 
 

● Although exploration prospects on the Company’s properties are promising, future drilling may not yield 

expected positive results.  
 

● In order to advance its mining activities, the Company will need to continue to raise funds, and/or may need 

to sell properties, and/or enter into joint venture relationships. 
 

● The shares, currently at $0.05, have doubled since the Company’s acquisition announcement, but they are still 

near the 52-week low, and are below the $0.085 share price at the time of our Initial Report on March 16, 

2018. We attribute this decline to only a limited amount of work on the Pilar Gold Property in the last six 
months and the lack of overly exciting news with the drilling program. However, the very recent acquisition 

announcement seems to have brought new positive attention to the shares. 
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FINANCIAL STATEMENTS 
 

COMMENT: Set out below are the Company’s financial statements as provided in the eResearch presentation 

format, which differs from the way that the Company issues the statements. See, also, Liquidity on the next page. 

 

TABLE 1: SELECTED FINANCIAL INFORMATION – COLIBRI RESOURCE CORP. 
 

 
 

Source: Company and eResearch 
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TABLE 2: LIQUIDITY 
 

 
 

Source: eResearch 
 

 

Although there are other items (e.g., assets sales) that also could contribute, the above are the main components of 

Shareholders’ Equity, whose numbers are as follows:  
 

 
 
 
 

<continued>
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BACKGROUND 

 

Colibri Resource was formed to explore historical mining sites in Mexico. Modern exploration systems and 

techniques have greatly increased the financial viability of historic or abandoned mining properties. 

 

The Company has focused its activities in Mexico solely in the State of Sonora. Mexico is well recognized as a 

mining-friendly country with substantial natural resources and well-developed mining infrastructure. Sonora is host 

to considerable international mining activity. 

 

The Pilar Gold Property is the Company’s main focus where the ultimate goal is to drill an appropriate number of 

metres to reach a sufficient amount of gold in order to be in a position to convert the findings into a compliant 

Mineral Resource Estimate. 

 

On Pilar’s Main Zone, Colibri Resource believes there is a significant deposit, but because the in-house resource 

estimate was largely based on a previous operator’s historical drill results, which data and information cannot be 

verified, the estimate therefore does not meet NI 43-101 standards and, thus, cannot be relied upon.  

 

COMMENT: To date, there has not been sufficient exploration drilling to assume that the deposit constitutes a 
“mineral resource”. As a result, the Company has hired Terrane Geoscience Inc. to conduct a comprehensive 

study of the project so as to provide guidance for its future exploration and drilling programs. 

 

 

COLIBRI RESOURCE CORPORATION 
 

Colibri Resource is highly active in exploring and developing three gold mining properties in Sonora, Mexico that 

have had previous work done on them to varying degrees. For the location of these properties, see Figure 1 below. 
 

The three projects are: 

(1) Pilar Gold Property (flagship); 

(2) Evelyn Gold Property (early-stage); and 

(3) Pitaya Gold Property (joint venture with Agnico Eagle Mines) 

  

Figure 1: Colibri Resource Sonora Properties 
 

 
Source: Company 
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PILAR GOLD PROJECT 
 

In August 2017, Colibri Resource acquired Canadian Gold Resources Ltd. and, with it, a 100% ownership interest 

in a private Mexican company, Minera Bestep S.A., which, in turn, holds a 100% ownership interest in the Pilar 

Gold Project (“Pilar”). 

 

Pilar has been the subject of two main exploration initiatives. The first initiative was completed by Santa Catalina 

Mining, a wholly-owned subsidiary of Lundin Mining, during 1996 and 1997. The second initiative was 

completed by Minera Lyell S.A. de C.V., and then Bestep, from 2008 to 2013. Both phases of exploration have 

included significant surface exploration and reverse circulation drilling. 

 

Surface exploration at Pilar completed through both phases of exploration included geological mapping and 

sampling, trenching and rock-chip sampling, soil surveys, and geophysical surveys, all of which provide valuable 

data for continuing the initiative on Pilar. 

 

The Pilar Gold Property is an advanced exploration stage property comprising 105 hectares and which is not 

subject to any royalties or encumbrances. It is located about 250 km southeast of the capital city of Hermosillo in 

the Sierra Madre Occidental, which hosts a number of epithermal precious metal deposits and porphyry copper 

deposits (with possible molybdenum and gold). Gold and silver are the primary metals on Pilar.  
 

A NI 43-101 Technical Report was completed in November 2016. Although no Mineral Resource Estimate was 

prepared, the Author of the Report made some recommendations. 

 

From the Company’s August 9, 2017 Press Release: 

 
The author of the NI 43-101 Technical Report recommends that the Project continue to be 
explored for the discovery of an epithermal precious metals mineral deposit with two 
phases of exploration. The first phase recommended consists of: early stage exploration 
activities including further geological mapping, trenching, and soil sampling; topographic 
surveying and accurately surveying drill-hole collar locations; and a total of 1,500 metres 
of RC drilling. The second phase of recommended exploration is contingent upon the 
positive conclusion of the first phase and includes RC drilling with the objective of 
resource delineation of prioritized targets on the property.  

 

Colibri Resource has conducted its own in-house resource estimate on the Main Zone, but it is not technically 

compliant. But, as a result, the Company believes that Pilar is suitable for open-pit, heap-leach operations. 

 

Figure 2: Pilar Property (showing Main Zone) 
  

 
Source: Company 
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Objectives for Pilar Property 
 

Colibri Resource intends to fast track the Pilar Gold Project to production in March 2021. As part of this initiative, 

the Company needs to continue raising funds through private placement initiatives.  

 

The Company also needs to complete a NI 43-101 compliant Technical Report with an accompanying Mineral 

Resource Estimate. The goal is to reach a minimum of 120,000 oz. of gold. Another goal is to complete a 

Preliminary Economic Assessment (PEA). 

 

The program also includes increased exploration activity, with a goal of drilling at least 10,000 metres. To date, 

3,000 metres has been drilled. The Company also intends to expand its drilling initiatives where it has had success 

in the past, and also focus on selected exploration targets that lie outside Pilar’s Main Zone. 

 

COMMENT: Despite being on a “fast track”, the time necessary for the Company to increase the size of the 
mineable deposit to an economically viable amount, including having a compliant Technical Report with a 

Mineral Resource Estimate and a PEA (and perhaps a bankable Feasibility Study), in order to reach initial 

production will likely be 3-5 years. 

 

 

<continued>
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EVELYN GOLD PROJECT  
 

The Evelyn Gold Project represents an early stage exploration project. See Figure 1 on Page 7, and Figure 3 

below. 

 

Earlier this year, Colibri Resource sold one of its subsidiary companies through which it held the Evelyn property 

for net proceeds of $2,054. The Company subsequently reacquired the Evelyn property for a cash consideration of 

$19,000. 

 

Colibri Resource originally acquired the Evelyn claim in 2008 by way of a lottery conducted by the Mexican 

government for mineral claims. The claim comprises 506 hectares and is located in northwest Sonora 

approximately 150 kilometers northwest of Hermosillo.  

 

The inherent value of the claim is based upon its close proximity to two producing gold mines:  

(1) the La Herradura Gold Mine operated by Fresnillo PLC, with 2017 production estimated at 520,000 oz. Au 

grading 0.76 g/t Au; and  

(2) the Noche Buena Gold Mine, which is a joint venture between Newmont Mining and Industrias Penoles 

(Mexico’s second largest mining company), and had 2017 estimated production of around 160,000 oz. Au.  

 

The property is also “on strike” with the El Chanate Mine now operated by Alamos Gold, with 2017 production of 

about 60,000 oz. Au.   

 

To date, although the only work completed on the property is some initial rock chip sampling, there are numerous 

artisanal mine workings on the property.  

 

Specifically, exploration to date has included a property-wide soil sample program which has identified at least 8 

strong anomalies which require follow up, mapping, and chip sampling. Notable were chip samples along 80 

meters of an exposed quartz vein outcrop which averaged 9.2 g/t Au over 13 samples. This vein can be tracked at 

least another 80 meters before dipping below surface.  

 

Figure 3: Location of Evelyn Gold Project  

 

 
Source: Company 

 

<continued>
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PITAYA GOLD PROJECT  
 

The Pitaya Gold Project is a joint venture between Colibri Resource Corporation (24.45%) and Agnico Eagle 

Mines Limited (75.55%), with Agnico Eagle acting as the operator.  

 

The Pitaya property is located in northern Sonora in an area that boasts 14 significant gold deposits, including La 

Herradura, Noche Buena, and El Chanate all referred to above. 

 

Pitaya is expected to be an open pit, heap leach, low operating cost endeavour. It covers 6,564 hectares. Pitaya is 

along-strike from the low-grade/low-cost La Herradura, Noche Buena, and El Chanate mines previously 

mentioned, and is adjacent to Fresnillo’s new Tajitos discovery (415,000 oz., inferred, indicated and 

measured, and in progress). 
 

To date, there has been 15,394 metres of core and reverse-circulation drilling as well as mapping, geophysics, soil 

samples, and 3D modeling 

 

In 2017, Agnico Eagle drilled a total of 7,286 metres in 26 drill-holes. The most significant assay result was 20.96 

g/t over 2.2 metres. In 2018, Agnico Eagle completed the final 4 holes and added an additional hole to make a 

total of 27 holes. Agnico Eagle does not intend to conduct any further drilling in 2018 and until all of the data has 

been analyzed. 

 

Figure 4: Pitaya Structural Map 
 

 
Source: Company 
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MINING IN MEXICO 
 
Information courtesy of Wikipedia and other sources: 
 

Gold mining in Mexico has taken place for at least 500 years, and the country has a history of both 
commercial and artisanal production. Today, gold and silver account for more than 50% of the country’s 
total metals output. 
 
Mexico’s mining industry was mostly dominated by the Spaniards during the colonial period, and then 
by foreign enterprises after Independence (1821).  
 
In the 1960s and 1970s, the government forced out most foreign interests in Mexican mining, beginning 
with the increasing restriction of ownership in Mexican mining companies. These restrictions were 
relaxed starting in 1992, with the only restriction that the operating company be Mexican. Within three 
years of the change, more than seventy foreign companies, mostly being American and Canadian 
enterprises, opened offices in the capital city of Hermosillo.  

 

 

Over the last decade, gold production in Mexico has stayed relatively stable. However, the uncertain 
gold price environment has meant that very few new mines have opened in recent years. Most mining 
companies operating in Mexico have been focusing on reducing costs and improving capital 
management such that, in 2016, gold output dropped from 135 MT to 125 MT. 
 

 
 

 

MINING IN SONORA, MEXICO 
 

The following information on Sonora’s mining industry is taken from various sources: 

 

Sonora’s mining sector accounts for roughly US$6 billion in production value, which represented around 
27% of the total mining production in Mexico and 2.9% of Mexico’s GDP in 2013. Yet, there is still a 
vast pool of mineral potential that companies have not yet exploited. 
 

Sonora is Mexico’s leading producer of gold, copper, and molybdenum; the country’s fourth most 
important producer of silver; and the fifth for iron. 
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 eRESEARCH  CORPORATION 
 
eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. As a primary source for 

professional investment research, our Subscribers (subscription is free!!!) benefit by having written research on a variety of 

small- and mid-cap, under-covered companies. We also provide unsponsored research reports on middle and larger-sized 

companies, using a combination of fundamental and technical analysis. We complement our corporate research coverage with 

a diversified selection of informative, insightful, and thought-provoking research publications from a wide variety of 

investment professionals. We provide our professional investment research and analysis directly to our extensive subscriber 

network of discerning investors, and electronically through our website: www.eresearch.ca. 
 

NOTE: eResearch reports on Colibri Resource Corporation and other companies are available FREE on our website at 

www.eresearch.ca. You must REGISTER to access these reports. 

 

eResearch Intellectual Property:  No representations, express or implied, are made by eResearch as to the accuracy, 

completeness or correctness of the comments made in this Company Perspective. This report is not an offer to sell or a 

solicitation to buy any security of the Company. Neither eResearch nor any person employed by eResearch accepts any 

liability whatsoever for any direct or indirect loss resulting from any use of its report or the information it contains. This report 

may not be reproduced, distributed, or published without the express permission of eResearch. 

 

ANALYST  ACCREDITATION 
 

eResearch Analyst on this Report: Bob Weir, B.Sc., B.Comm., CFA 
 

Analyst Affirmation: I, Bob Weir, hereby state that, at the time of issuance of this research report, I do not own shares 

of Colibri Resource Corporation. 
 

eRESEARCH   DISCLOSURE  STATEMENT 

 
eResearch is engaged solely in the provision of equity research to the investment community. eResearch provides published 

research and analysis to its Subscribers on its website (www.eresearch.ca), and to the general investing public through its 

extensive electronic distribution network and through newswire agencies. With regards to distribution of its research 

material, eResearch makes all reasonable efforts to provide its publications, via e-mail, simultaneously to all of its 

Subscribers. 

 

eResearch does not manage money or trade with the general public, provides full disclosure of all fee arrangements, and 

adheres to the strict application of its Best Practices Guidelines. 

 

eResearch accepts fees from the companies it researches (the “Covered Companies”), and from financial institutions or other 

third parties. The purpose of this policy is to defray the cost of researching small and medium capitalization stocks which 

otherwise receive little or no research coverage.  

 

Frontier Merchant Capital Group paid eResearch a fee to have it conduct research and publish reports on the Company.  

 

To ensure complete independence and editorial control over its research, eResearch follows certain business practices and 

compliance procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of 

research. Management of the Covered Companies are sent copies, in draft form without a Recommendation or a Target 

Price, of the Initiating Report and the Update Report prior to publication to ensure our facts are correct, that we have not 

misrepresented anything, and have not included any non-public, confidential information. At no time is management entitled 

to comment on issues of judgment, including Analyst opinions, viewpoints, or recommendations. All research reports must 

be approved, prior to publication, by eResearch’s Director of Research, who is a Chartered Financial Analyst (CFA). 

 

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA 

Institute Code of Ethics and Standards of Professional Conduct. eResearch Analysts are compensated on a per-report, per-

company basis and not on the basis of his/her recommendations. Analysts are not allowed to accept any fees or other 

consideration from the companies they cover for eResearch. Analysts are allowed to trade in the shares, warrants, convertible 

securities or options of companies they cover for eResearch only under strict, specified conditions, which are no less onerous 

than the guidelines postulated by IIROC. Similarly, eResearch, its officers and directors, are allowed to trade in shares, 

warrants, convertible securities or options of any of the Covered Companies under identical restrictions. 
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