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Some mining companies understand very well the idea of positioning. First Gold Exploration (TSX:EFG) has put itself in a position to capture near term production revenue from precious metals in both Canada and Mexico, as well as give shareholders exposure to what is shaping up to be the Next Big Thing in mining – Lithium. 

With the bases loaded across a portfolio of projects encompassing all that is in vogue for investors, a discovery hole at any of these projects could give the company and its shareholders a major home run. But lets look more closely at the projects. 

San Javier Silver Project – Guerrero, Mexico
The state of Guerrero in Mexico has long been synonymous with major silver production from rich veins that also yield substantial values in zinc, lead and copper. This 253 hectare property hosts a silver-gold-lead-zinc epithermal mineralization typical of the Mexican precious metal belt. It is located within the Sierra Madre del Sur in the southern portion of the precious metal belt. This portion of the belt is characterized by a high Silver/Gold ratio. Approximately 30 quartz-sulphide veins have been discovered in the district so far. 

According to the vendors, the veins run for 400-500 metres and their average thickness is in the order of 1.5 metres. Historical and recent sampling indicates that the veins carry grades above 500 g/t Ag, 1-2% Pb and 1-2% Zn. These epithermal veins hosts a variety of sulphide minerals such as argentite, pyrite, galena, sphalerite, arsenopyrite and chalcopyrite. The following table was provided by the vendors. It gives examples of results from high grade vein material found on the property. 

Note the extremely high sample values of 12,247 grams per tonne of silver. That’s over 390 ounces per tonne! The existence of such high grades simply from surface sampling bodes well, though the company is careful to point out that this is not 43-101 compliant data, as the sampling protocol is unknown and was provided by the vendor of the property. 

But it won’t take much to confirm these grades once First Gold geologists are on the ground sampling in preparation for a drill program, likely to start during Q2 2010. 

Presently there are 8 individuals exploring for more veins on the property, and by all indications, additional mineralized structures will be added to the current inventory in due course. The company expects to expand the team on the ground at San Javier to up to 20 geologists and technical assistants by the new year. 

There already exists a mill from past production on the project site, as well as electricity and road access. 

Croinor Gold Project – Val-d’Or, Quebec
First Gold Exploration’s 50% interest in the advanced stage Croinor Gold project in Quebec is also on the fast track to production. This property has had 90,000 meters of drilling to date and has an NI 43-101-compliant estimated resource of 814,228 tons at 9.11 g/t gold for 238,414 ounces and is still open in several directions. 

Despite the relatively small resource at 238,414 ounces contained gold, a preliminary scoping study conducted by Golder & Associates suggest the high grade nature of the mineralization could see this project mined profitably while exploration continues. 

The study conducted in July 2009 reported the Croinor Gold Project generates $C40-million in net cash flows—this figure excludes recent increases in the project resource. These calculations net $CA20 million to First Gold based only on 80,000 oz. gold produced from this project, a figure believed likely to increase substantially with the further development of this project. 

According to the report: 

“A preliminary base case cash flow schedule has been prepared, using a gold price of 850 US$ per ounce and an exchange rate of 1,15 CAD$. On the basis of estimates and assumptions discussed herein, the Croinor project is expected to yield a pre-tax undiscounted cash flow of 19,1 M$ over an operating life of less than 3 years. The Internal Rate of Return (IRR) is estimated to be 174% and the net present value (NPV) at a discount rate of 7% is 15 244 458 $. A sensitivity analysis was performed on the base case by applying a range of variation to the gold price, grade, exchange rate and total costs. Despite that the project presents a strong sensitivity to the 4 parameters, the economic is robust for the lower range conditions.”

Eastmain Lithium Project – Quebec
The Eastmain Project consists of two properties, contiguous to and along strike with the Cyr Lithium Discovery made by Lithium One Corporation (TSX.V:LI), 75 km due south of Goldcorp’s (TSX:G) Eleonore Gold Deposit. 

The Lac Pivert Property consists of a pegmatite containing 20% spodumene (a lithium aluminum silicate), beryl (a beryllium aluminum silicate) and trace molybdenite (a molybdenum sulphide). Grab samples gave up to 1.16% Lithium (2.5% Li2O) and 74 ppm Beryllium (MRNFQ, 2001). 

The Rose Property consists of a number of en-echelon pegmatites, individually up to 15 m wide, crosscut by centimetric quartz veins. Spodumene and lepidolite (a potassium lithium aluminum silicate) can form centimetric lenses locally making up to 40% of the pegmatites. Grab samples contained up to 0.21% (0.452% Li2O) Lithium and 129 ppm Beryllium. 

Previous regional work on Rose and Lac Pivert properties (Carlson 1962) identified grab sample containing rare earth values of up to 2.5% Li2O up to 1.300 ppm Rubidium up to 130 ppm Beryllium up to 70 ppm Niobium and up to 50 ppm Tantalum which is typical of the albite-spodumene pegmatites (Cerny 1991). This type of pegmatite is also associated with the Preissac-Lacorne Batholith further south in the Abitibi Greenstone Belt near Val-d'Or where it was extracted at the Quebec Lithium Mine. 

The company mobilized two field crews in November to carry out work on the projects with the objective of identifying drill targets, which are now known. Ground prospecting, mapping and stripping ere conducted to locate historical showings. 

Lithium is a very light metallic element. It is mainly used as lithium compounds that act as fluxes in the ceramics and glass industries, and in lubricants. The metal is an important alloying agent in primary aluminium. But the real excitement surrounding lithium has to do with its use in Lithium Ion battery technology, which is widely held as one of the leading solutions for battery powered automobiles. 

Demand for lithium-ion batteries, widely used in mobile phones, digital cameras and laptop PCs, is expected to continue rising due to its growing use in hybrid and electric vehicles. 

"Lithium will continue to grow and has been growing over the last 30 years," said Tony Jeffery, managing director at AGM Batteries in Scotland. "It will replace lead and cadmium for obvious reasons -- because these materials are toxic." 

So, with so many opportunities all about to experience imminent and rapid development, and with the company’s 35 million outstanding shares trading in the $0.20 range, there couldn’t be a better time to take a closer look at First Gold Exploration. The next time you read about them in MidasLetter, that price might have seemed like a steal. 

Follow the company’s progress at http://www.firstgoldexploration.com. 
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