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Working with Different Producers in Peru, Dynacor Gold Mines Inc. 

Distinguishes Itself from Other Gold Exploration Companies 

 

Resources 

Gold Exploration 

(DNG-TSX) 

 

Dynacor Gold Mines Inc. 

 

2000, avenue McGill College, bu-

reau 510 

Montreal QC Canada H3A 3H3 

Phone: 514-288-3224 

 

Mr. Jean Martineau 

President and CEO 

 

BIO: 

Director since 1996. He was 

also a Director of Wesdome 

Gold Mines (Toronto) from 

1999-2007. He was head of 

public relations for another 

publicly traded exploration 

company between 1993 and 

1995. He was assistant man-

ager for a paper and pulp mill 

in South America between 

1988 and 1992. Prior to 1988 

he worked as a stockbroker 

for a large Canadian broker-

age company. 

 

Company Profile: 

Dynacor Gold Mines Inc. is a 

hybrid gold company with a 

lower risk business model. 

Using its 100% owned gold 

custom milling plant located in south-

ern Peru it generates the cash flow 

necessary for the exploration of its 

mining properties. Thus, it avoids di-

luting its shareholders by repeated 

financings that characterize junior 

gold exploration companies. At March 

31, 2011, Dynacor has 35.5 million 

shares issued and outstanding (fully 

diluted 39.6 million shares) of which 

institutions and insiders own approxi-

mately 65%. 

 

In 2010, Dynacor Gold generated 

$3.1 million of cash flow from opera-

tions on record gold sales of $43.7 

million. In 2011, the company expects 

to increase custom gold milling pro-

duction by 34% and produce ap-

proximately 45,000 ounces of gold (as 

well as silver (Ag) by-product). 

 

Dynacor Gold Mines owns several 

mining exploration properties in Peru 

including its flagship property, Tumi-

pampa. This property is located in the 

heart of a fast evolving mining region 

of Peru and is surrounded by senior 

mining companies whom are develop-

ing large scale skarn/porphyry cop-

per/gold mines. Dynacor has a 5.5 

million dollar exploration campaign 

underway on Tumipampa which hosts 

a recently discovered gold and copper 

rich skarn deposit that is more than 4 

km long. 

 

Dynacor Gold Mines strives to ensure 

compliance with the very highest en-

vironmental standards and seeks to 

promote and apply proactive social 

responsibility in all of its operations. 

 

Interview conducted by: 

Lynn Fosse, Senior Editor 

CEOCFOinterviews.com 

 

CEOCFO: Mr. Martineau, 

Dynacor Gold Mines has a 

rather unique model; would 

you tell us about your focus? 

Mr. Martineau: Dynacor is a 

gold exploration company, 

but this company generates 

its own cash to pay for the 

exploration. This is where it 

is a very different exploration 

company. We do explore for 

gold in Peru, but beside that 

we have a gold custom 

milling operation where we 

operate a mill and we buy 

the ore from local producers. 

You have a lot of different 

producers in Peru; small and 

medium range producers. 

However, they do not have a 

mill to process the ore. 

Therefore, we buy the ore 

from these guys, process it and sell 

the gold. Then with the profit we pay 

for the exploration. That way we avoid 

the way of diluting the shareholders. 

 

CEOCFO: What is involved in build-

ing the milling facility, and how long 

ago did Dynacor start milling? 



Mr. Martineau: We went to Peru in 

1996 and we began this custom mill-

ing operation in 1998. At that time, 

gold went down to $250 and stayed 

there for quite a long time. We have 

processed several thousand ounces 

of gold per year during the first seven 

years and in the later years we began 

to increase the production there. How 

does it work? We buy ore from pro-

ducers. These are small producers 

that produce 20 or 30 tonnes per 

month for example, and they come to 

the mill with their truckload. There we 

unload it, crush it and analyze it. 

From there we calculate the gold con-

tent and we pay the producer for this. 

Then the ore is ours and we process it 

in the following days. We get the gold, 

we sell the gold in Lima and from 

there we get the profit and we pay for 

the exploration. It is very simple, but 

we have probably more than fifty to 

sixty different producers all over the 

country. We have clients 

that come from the northern 

part of Peru, the southern 

part of Peru; all over the 

place. Peru is really a mining 

country, so they produce all 

over the place and they 

come to the mill, where we 

buy directly from them. 

 

CEOCFO: Are there many other mills 

for producers to consider? 

Mr. Martineau: Yes 

 

CEOCFO: Why choose Dynacor’s 

mill? 

Mr. Martineau: First of all, we have 

been there for quite a long time. We 

have been operating there for thirteen 

years and when we began there we 

were one of two or three different 

mills doing that. Two privately owned 

in the southern part of Peru, and we 

came in there. Today, they have 

maybe twelve to fifteen different mil-

lion operations of that kind. However, 

we have been there for quite a long 

time and we have a very good reputa-

tion because when these guys come 

to the mill with their truckload, we 

unload it, crush it, get a sample out of 

it and we split the sample in three 

parts. We give a part to the center, 

we analyze one sample, and the third 

part is put on the side and the center 

can go to another lab to analyze it, 

because we analyze that in our own 

lab in the mill. This give the producer 

the opportunity that if he is not satis-

fied with the grade we give him, he 

can go in any other lab to have it ana-

lyzed and if there is a difference, we 

take the third sample and we go to-

gether to another mill and we are go-

ing to pay for this last analysis. How-

ever, we never had any problem with 

this and over the years we have built 

a good reputation from this. We pay 

for what they have in their ore, which 

is not always the case. Sometimes 

the buyers will give them the grade 

they have and after that it will say that 

the grade is a little bit lower, so we 

always worked on a long-term basis 

and we never cheated on this. There-

fore, we have a good reputation and 

that is why we have been able to get 

a very good client base.  

 

CEOCFO: Why is the milling profit-

able whether gold is low or high, and 

how does the pricing and cost model 

work? 

Mr. Martineau: When we buy the 

gold our price is based on the interna-

tional gold price, so if the price today 

is $1,500, we have quite a long for-

mula based on this price, and we are 

going to process the ore in the follow-

ing days. So our risk is adjusted for 

some days and if the price goes up or 

down, our margin will not move, be-

cause we buy it based on the interna-

tional price. Sure when the price was 

$350 our margin was lower than what 

it is today. When the price increased 

substantially we are able to increase 

our margin, but on the short-term ba-

sis, we just pay based on the interna-

tional price, so we are not really af-

fected by the actual gold price. 

 

CEOCFO: So, very minimal, if any 

risk involved for Dynacor! 

Mr. Martineau: That is correct. Be-

sides that, we do not have our own 

mine producing, but we buy enough 

from 50 to 60 different small compa-

nies and miners, so it is very diversi-

fied. It is coming all over the country 

and as it is based on the international 

price, so we do not have any risk 

there. That is why this company is 

very different from any other explora-

tion company. 

 

CEOCFO: Would you tell us a little 

about Dynacor’s exploration projects 

? 

Mr. Martineau: We have three prop-

erties in Peru, the oldest one is Acari 

and we have Tumipampa, which is 

the flagship property today. We also 

have Casaden in the north, close to 

Yannacoha Gold Mine, but we are 

working mainly on the Tumipampa 

property. It is a property that we 

bought in 2000, and we came in there 

because we could identify several 

high grade gold veins. We were quite 

interested by that. This is a property 

where the Spanish worked 500 years 

ago, so there was traces of these op-

erations. We came in there 

and in the exploration work 

we discovered a skarn on 

the northern part of our 

Tumipanpa property. A 

skarn is a huge geological 

structure and it is a cop-

per/gold skarn, so it is huge. 

In addition, we are sur-

rounded by several other skarns of 

that type, like Las Bambas Las 

Chankas, Aquira is another one, and 

Constancia, which was discovered by 

Norsemont and these skarns have 

between 350 million tonnes and 1.1 

billion tonnes for the extra Las Bam-

bas. What we have identified on the 

property looks like a skarn of that 

type. These skarns are usually be-

tween 0.5% and 1% copper and some 

gold in there that we have identified 

on the surface. We did more than 

1,000 surveys and sampling channels 

and grab samples and we have the 

results, which looks the same as 

these skarns. We have a lot of results 

giving us a copper grade between 

0.5% and 1% copper, but we have 

usually a higher gold grade than these 

other skarns probably because we 

have these high grade gold veins just 

on the southern part of the skarn. 

Therefore, we are focusing on the 

Tumipampa property. We did several 

drilling campaigns, and we did sur-

veys of sampling. We began another 

drilling campaign this year in January 

Today we can calculate probably around $225 

dollars per ounce, so this year we expect to 

generate probably a cash margin of close to 

$10 million, so free cash to invest in explora-

tion will be probably around $3.5 million and 

we expect to increase that substantially next 

year. - Mr. Jean Martineau 



and now we are just finalizing geo-

physical study. We expect to resume 

the drilling campaign early this fall. 

 

CEOCFO: Are you looking at any ad-

ditional properties? 

Mr. Martineau: Not really, but we are 

always opened to it if we have an of-

fer for other properties. We will look 

at that for sure, but we are not actu-

ally actively looking for other proper-

ties because this Tumipampa property 

is very interesting. We are concen-

trated on that property now because 

we have there three kinds of deposits. 

We have the possible skarn deposit, 

we have the high 

grade gold veins, we 

have identified up to 

fifteen of these 

veins and we have 

disseminated zones, 

which we have not 

studied. So we have 

a lot of work to do 

there. We also have 

the Casaden Prop-

erty in the north, 

which we did not 

have time and 

money up till now to 

really explore. 

 

CEOCFO: Does 

Dynacor own the 

properties 100%? 

Mr. Martineau: Yes, 

we own all the prop-

erties we have 

100%. We just have royalty to pay on 

a very small part of the Tumipampa 

property, but we can buy it back for 

$1.75 million. At the end we will have 

0.25% royalty to pay on this and it is 

quite low; it is on just a very small 

part of the property. Besides that we 

own our Casaden, Tumipampa and 

Acari properties 100% without any 

other type of royalty or NSR. 

 

CEOCFO: Does Dynacor also own 

the milling operation 100%? 

Mr. Martineau: Yes, we own 100% of 

the milling operation. 

 

CEOCFO: What is the financial pic-

ture like at Dynacor Gold Mines to-

day? 

Mr. Martineau: The financial situation 

is pretty good. We have in cash of $3 

or $4 million. We generated a pretty 

good margin. Actually our margin 

should be somewhere between $200 

and $250 per ounce, but we were 

much lower than that at the beginning 

of 2010. We have been able to in-

crease that because as I have ex-

plained the gold price increased sub-

stantially. Therefore, today we can 

calculate probably around $225 dol-

lars per ounce, so this year we expect 

to generate probably a cash margin of 

close to $10 million, so free cash to 

invest in exploration will be probably 

around $3.5 million and we expect to 

increase that substantially next year. 

 

CEOCFO: Has the investment com-

munity paid attention to Dynacor? 

Mr. Martineau: We have several in-

stitutional shareholders in Dynacor. 

We have been able to attract some 

new ones recently and I mean in the 

last five or six months, but it is still a 

small company. I mean we have 35 

million shares, fully diluted is 39 mil-

lion, but we are working on this. It is 

more and more known, but we have a 

very special situation here, but it is 

quite new for many investors. 

 

CEOCFO: In closing, why should po-

tential investors pay attention to Dy-

nacor today? 

Mr. Martineau:  There are several 

reasons. First, as I explained we are 

an auto finance exploration company. 

When you are an exploration com-

pany, you raise money in the markets, 

you spend it and you have to come 

back to the market to continue your 

exploration works. It is what we do not 

have to do in Dynacor. We do not 

have to go to the market to raise 

money because we generate our own 

cash, so the risk there is very low be-

cause we buy the ore based on the 

international gold price. In addition, 

we buy it from a lot of different pro-

viders, so there is no risk. We gener-

ate our own cash, so we do not have 

to dilute. This is a very good situation. 

If you look the actual price based on 

the revenue and 

the profit we are 

generating, the 

price is quite a 

good buy actually. 

Besides that, we 

have a very 

interesting explo-

ration property, 

which is that 

Tumipampa, 

where we have a 

possibility to 

identify the very 

large skarn de-

posit. We have as 

I said, taken more 

than one 

thousand samples 

on the surveys, 

and the results 

are just very 

interesting, so 

everything is indicating that we have 

a couple of gold skarn, which may be 

a huge structure. If that is the case, 

when we look at the skarns around 

Tumipampa, these skarns have be-

tween 350 and 1.1 billion tonnes, it 

will be of very high value. Two of 

these skarns have been sold in the 

recent years for around $500 million, 

so it is a lot of money. Besides that, 

on the southern part of the property 

we have identified 15 high grade gold 

veins, which we can put into produc-

tion ourselves in the coming years, so 

there we will produce our own ore. 

These are the reasons Dynacor is a 

very interesting investment at this 

point. 
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