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After a 5 year drought TSXV resource junior financing has started
started to recover

But the capital is flowing into a minority of juniors

The current financial situation for TSXV listed resource juniors

Nearly half of companies with positive working capital are trading
trading below $0.30

The current price situation for TSXV listed resource juniors

Only 25% have more than $200,000 working capital

A Broken Capital Market for Canadian Juniors
• Client Relationship Model – Suitability and the death of full service advice
• Market failing as a Price Discovery Mechanism – order book
fragmentation, short-selling on a down-tick, computerized day trading
• IIROC – undermining market integrity with bias against upside volatility
• Disclosure Overload & War on Forward Looking Statements - junior
market no longer works as a casino, a lost generation of investors who
understand how to think about exploration plays
• Choked Funding Gateways – accredited investor restriction, insane
paperwork, “existing shareholder” exemption inadequate
• Domination by financial “cartels”
cartels” – loss of entrepreneurial independence,
shrinkage of the sector into a small pool of juniors backed by conflicts of
interest
• Independent Advice – is there still such a thing?

Assumptions for the Future
• CRM – hopeless: resource junior investors must operate through zero-advice discount
brokerages, companies must look outside brokerage firms unless their project is advanced
enough for institutional capital
• Choked Funding Gateways – accredited investor restriction should be abolished, or “existing
shareholder” requirement dropped, private placement paperwork digitized so crowd-funding
portals can operate efficiently
• Market failing as a Price Discovery Mechanism – the market activity visuals need offsetting
externalized fundamental outcome expectations
• IIROC – need to alter assumption that every market move without a press release is
“insider trading” or “market manipulation”
• Disclosure Overload – need something to bridge the gaps between 43-101 events
• Domination by financial “cartels”
cartels” – let the wisdom of crowds dictate who gets money so
that merit rather than subservience determines who gets capital
• Independent Advice – enable crowd sourced “experts” to build reputation

Requirements for a Solution
• Valuation – an online tool that makes it easy for investors to generate a LOM DCF based
after-tax NPV using assumptions for what the potential fundamental outcome may look like
• Risk Adjustment – a model that adjusts the value of the imagined fundamental outcome to
reflect the uncertainty associated with the project’s exploration stage
• Public Accessibility – an online system for sharing a visualized outcome in a public space,
presenting all the outcomes within a spectrum of bearish to bullish, and enabling all to see
the underlying assumptions
• Plausibility Determination Mechanism – a crowd-based system whereby individuals can
critique the plausibility of a visualized outcome’s assumptions, and judge the credibility of
such plausibility assessments
• Fundamentals linked Audience Mood Capture – enable the audience watching the activity
of the visualizers to share their likes and dislikes in a public space
• Reputation based Experts – enable anonymous individuals to rise and fall as stars based
solely through the reputation they evolve in the arena

Consider Arizona Mining Inc and its HermosaHermosa-Taylor zinczinc-leadlead-silver discovery

What is that exploration play
worth and why?

Valuation: Discounted Cash Flow Model (DCF)
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Note: if n=0 then the capital cost can be
included as an initial negative value in the cash
flow series because anything to the power of 0
=1. VBA functions start with n=1.

Input 30 plus numerical
variables along with
qualifying notes to
design your orebody
and mine, click submit,
and generate an afteraftertax NPV and IRR using
LifeLife-ofof-Mine annual
averages.
What good is that?
The project is still prepreeconomic study.

Not the same thing as Risk Factor adjusted Discount Rate
We use the discount rate to adjust for
company-project specific risk. Note: the
algorithm is very simple - it adds the risk
weight factors assigned to the risk type
based on the user choice.

What we need to adjust for is the risk
associated with the availability of information
which is defined by the exploration stage.

Rational Speculation Model – Uncertainty Ladder for Metal Projects
Success Probability
Exploration Cycle Stages

Outcome Target Fair Value Channels
($ Millions)

Chance

Leverage

$100

$500

$2,000

1

Grassroots

0.50.5-1%

100100-200

<$1

$2.5$2.5-5

$10$10-20

2

Target Drilling

1-2.5%

4040-100

$1$1-2.5

$5$5-12.5

$20$20-50

3

Discovery Delineation

2.52.5-5%

2020-40

$2.5$2.5-5

$12.5$12.5-25

$50$50-100

4

Infill Drilling

5-10%

1010-20

$5$5-10

$25$25-50

$100$100-200

5

PEA & Metallurgy

1010-25%

4-10

$10$10-25

$50$50-125

$200$200-500

6

Prefeasibility

2525-50%

2-4

$25$25-50

$125$125-250

$500$500-1,000

7

Permitting,
Feasibility

5050-75%

1.31.3-2

$50$50-75

$250$250-375

$1,000$1,000-1,500

8

Construction

7575-100%

1

$75$75-100

$375$375-500

$1,500$1,500-2,000

9

Production

$100

$500

$2,000

Marketing

&

100%

Note: the fair value range in each exploration stage row for each
each outcome target column is calculated by multiplying the target value by the success chance. ie stage 4
target $500: 0.05 x $500 = $25, 0.1 x $500 = $50

Risk Adjustment: Intrinsic Value vs Speculative Value
Intrinsic Value = Discounted Cash Flow Model (DCF) applied to a mine
Fair Value of a Bet = probability X value of a potential outcome
Speculative Value = probability of a potential mine X such a mine
mine’s DCF value

The 6 Numbers you need to Gamble on Discovery Exploration
• After Tax Net Present Value (NPV)

• Project Net Interest

• After Tax Internal Rate of Return (IRR)

• Fully Diluted Shares

• Discount Rate

• Stock Price

Future Stock Target: NPV X Net Interest / Fully Diluted
Implied Market Value: Fully Diluted X Stock price / Net Interest

Rick Rule: “the intrinsic value of an exploration junior is zero
zero””

John Kaiser: “the speculative value of an exploration junior is the
uncertainty””
value of a plausible potential outcome times its uncertainty

Public Accessibility, Plausibility Determination, and Consensus
each
ch assumption
Who cares what one individual thinks, even if you can examine ea
underlying the visualized outcome?
What we need is an online platform where individuals register as members, research a
companyplausible
lausible outcome,
company-project, use the online forms to input their assumptions for a p
and share that outcome to the BoomTown space for that project where
where other members
can look up the assumptions and post their own critiques.
The result will be a crowdcrowd-member sourced outcome whose plausibility the crowd has
quantified, first by critiquing individual assumptions, and then rating the credibility of the
plausibility critics.
If a BoomTown attracts enough Visualized Outcomes, a bearish to bullish distribution of
outcomes weighted by crowd “follows”
follows” will emerge which yields a Consensus Outcome
The relationship between the Consensus Outcome riskrisk-adjusted by the uncertainty ladder
byy an international
and the implied market value becomes the basis for market bets b
audience of speculators who can finally see what they are betting
betting with or against.

Basic Gambling
Principle = a fair
bet is one where
the payout matches
the odds, a good
bet is one where
the payout is less
than the odds, and
a good bet, one you
only find when the
market is inefficient
or rigged, is one
where the payout
greatly exceeds the
underlying odds.

An Arena of Reputation based Experts
The platform’
platform’s disclaimer declares: every member who shares is assumed to have a conflict of interest
and by sharing an outcome is pursuing the goal of influencing the market and the behavior of the crowd.
A key requirement:
requirement all members of the Outcome Visualization Platform are anonymous and operate
with a pseudonym – divulging one’s identity forfeits sharing privileges
But if everybody is anonymous and assumed to be untrustworthy, will not the project BoomTowns be
flooded with garbage outcomes by pumpers and bashers?
A new member starts with a zero reputation that can only be developed through public activity within the
OV Platform which tracks everything and makes tools available to members for the study of a “Player’s”
track record. The ability to influence the market and/or the platform’s audience will be a function of a
reputation earned over time. Garbage visualized outcomes do not build reputations.
By definition all OV Players are untrustworthy “bad dudes”. As Players develop strong reputations they can
choose to cultivate that reputation, usually by evolving into “Guardians”, or set the crowd up for a selfserving betrayal that destroys the reputation permanently. It will not be like the real world because the OV
Platform never forgets. The emergent property of the OV Platform is that the Consensus Outcome will
converge on what is eventually published as a QP signed off 43-101 estimate or study. Players who end up
closest to the 43-101 outcome receive a reputation boost. Each 43-101 forces a reset.

The Disruptive Nature of the OV Platform
CRM Problem: brokers as a source of advice become irrelevant once investors can
research crowd based expectations for exploration projects, especially earlier stage ones.
Choked Funding Gateways: once retail investors can see the BoomTown expectations they will
want to give capital directly to companies through private placements. They will insist the
accredited investor restriction be relaxed or the “existing shareholder” stipulation be abolished.
Crowd-funding portals will run the financing books on behalf of investors and companies. The
fee collecting intermediaries loathed by regulators as untrustworthy will play no role.
Market failure at Price Discovery: the Consensus Outcome for a BoomTown will enable the
market to see the relationship between market value and fair speculative value. Algo
trading will lose its downside bias because individual value seekers will recognize good
value emerging as the result of a downtrend. Algo programs will themselves use
information from the OV Platform to avoid trading outside fair value channels.
IIROC: the regulators will be able to refer to BoomTown activity and expectations in trying to
determine if market volatility is due to leaked inside information or just a function of
shifting expectations, and will no longer need to be so trigger-happy in trying to maintain
the integrity of the market.

The Disruptive Nature of the OV Platform continued
Disclosure Overload: the constant adjustment and resubmission of visualized outcomes
by Players in response to new information, critiques or even the BoomTown’s changing
complexion will cause outcomes to converge on agreement with most assumptions and
focus the disagreement on the handful that matter for the 43-101 outcome. This will
educate audiences and enable it to ignore irrelevant details.
Financial Cartels: once the crowd can independently convert a junior’s disclosures into
BoomTown expectations within a platform that allows comparative searching and
analysis, audiences will gravitate toward good stories without being steered by financial
cartels. It will attract new groups of financial “backers” to the resource juniors and
provide competition that lessons the heavy-handedness of the current situation.
Lost Generation: the gaming aspect of the OV Platform will attract younger audiences who
will get a rapid education about what makes the exploration sector and mining industry
tick. Because exploration juniors deliver fundamental outcomes over longer time periods,
they will represent a “slow gambling” opportunity that is an alternative to volatility trading
and rivals Fantasy Sports because of the linkage between BoomTown and the market.

The Disruptive Nature of the OV Platform continued
Independent Advice: while the Players, Guardians and Spectators will remain anonymous,
the OV Platform will include a Think Tank populated by individuals with disclosed
identities who can develop blog or newsletter style businesses whose commentaries
include BoomTown activity. These can be free or subscription or individual item fee based.
Given that between the ASX and TEX/TSXV there will be over 2,000 companies with
5,000 plus projects, there can be a proliferation of experts equivalent to sports
commentators discussing the action in the arena. A central administrative function played
by the OV Platform will overcome the entry barriers for new independent observers who
rely on membership revenue rather than company sponsorship fees.
Stock Forums: hubs such as Stockhouse, Hot Copper and CEO.ca suffer because they are
just a stream of unstructured comments. Once the OV Platform generates highly structured
content in the form of visualized outcomes shared with a BoomTown, these externalized
expectations will become the focus of discussions with the stock forums, which in turn will
enable “mystery” and “rumors” to become part of the junior exploration sector. This aspect
of the junior market has been eroded by the rise of the Internet and the demise of full
service brokers willing or allowed to cover the high risk high reward juniors.

What Next?
I am currently involved in a startup that is developing an online version
of the Outcome Visualization Platform. A prototype is expected to be
ready for testing in December. Anybody interested in becoming a beta
tester should contact me. A commercial release is planned for H2 of
2017. Active beta testers will be granted membership privileges in the
commercial platform.
• Geologists

• Company Executives

• Teachers

• Engineers

• Journalists

• Academics

• IR Representatives

• Financial Professionals

• Government

• Students

• Regulators

• Lawyers

• Fund Managers

• Traders

• Retail Investors

• Gamers

• Anybody who gets
how cool this will be
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When the market wind blows resource juniors should bend
like reeds rather than break like trees.

