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A low 
cost 
model
Paul Benson, CEO of junior 
Australian gold mining 
company, Troy Resources, 
talks to Gay Sutton about the 
challenges and rewards of low 
cost gold production
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T
here are not many gold mining 
companies, large or small, that 
have been able to deliver cash 
dividends to their shareholders 
12 times over the last 12 years. 

Australia-based Troy Resources has not only 
achieved this, but continued to do so during 
2008 when the world slipped into global 
recession. So what is the secret behind this 
impressive track record?  

“We have built our reputation on 
acquiring high grade deposits that others 
have turned their backs on because they 
believed there weren’t enough reserves and 
contained ounces to justify the CAPEX 
required to bring it into production,” 
explained CEO Paul Benson. “In each 
case we’ve been able to significantly lower 
the mine development costs, turning the 
project from unattractive to attractive. The 
real profit then came from adding more 
ounces through successful exploration. 
We’ve been very good at doing that.”  

The recently opened Casposo mine in 
Argentina, which went into production in 
2010, is an excellent example of this. “The 
previous owners had done a feasibility study 
and assumed the capital requirement would 
be about $86.5 million,” Benson said. “We 
built it for $45 million, saving over $40 
million.” Certainly, it’s an impressive result 
when compared to the cost over runs that 
are common in the industry. Exploration last 
year then increased the mine’s resources by 
an impressive 20 percent, further improving 
its profitability and prospects.

Launched on the ASX in 1987 as an 
exploration company, Troy migrated to 

Loading ore - Kamila open pit

Troy resources



The Mill Reline Division specialises in all 
types of grinding mill maintenance and 
repairs. Including liner changes, new 
installation and decommissioning of 
existing plant and equipment.

TME Reline Division is renowned worldwide for its 
unmatched depth of experience and its proactive 
approach to Continuous Improvement. We work 
with our clients to manage critical path tasks by 
planning, monitoring and evaluating all shutdown 
activities.

With 5 Australian Offices, and an office recently 
opened in South Africa. TME offers world wide 
service.

Phone: + 61 8 9921 3166 | Fax: +61 8 9921 4700
www.tmegroup.com.au

MILL RELINING
mining in 2000 when it 
began pouring gold at 
what turned out to be a 
highly productive mine 
- Sandstone in Western 
Australia. Continuously 
scanning the market for new 
opportunities, the company 
quickly expanded into South 
America and has established 
a good track record of 
bringing successful mines 
into production. Today, dual 
listed on the Australian and 
Canadian stock markets, 
the company has two active mines, both of 
them in South America. 

The smaller and older of the two mines 
is Andorinhas in Brazil. Opened in 2008, 
it produces 50,000 ounces of gold per year 
with a current mine life to 2015. Initially, 
however, there were some challenges. 
“When we went underground in 2009 we 
struggled to achieve the production we 
expected. The ore body was low-grade at 
the top and relatively thin, but we knew it 
would improve as we went deeper,” Benson 
said. “We made a few changes in our mining 
method, and our output improved from 
31,000 to 49,000 ounces in FY 2011 while 
the cash costs have fallen from $630 to $590 
an ounce.” Benson also believes there is the 
potential to extend the mine life for another 
two years, and is investing some $1 million 
an exploration for 2012.  

The larger mine in the Troy portfolio is 
Casposo in Argentina. Impressively, this 
was developed in just one year and began Loading ore underground - Andorinhas, Brazil
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TME Group 
TME Group was initially contacted by Troy Resources 
in June 2010. Installation of the Casposo mill linings 
occurred in August that year which was a challenging 
though highly successful project. 
Troy has since utilised TME for 3 subsequent partial 
liner changes, all of which have been completed on 
time and budget. 
To reduce the cost to Troy Resources TME has employed 
labour from a local reline company.  The partnership 
has worked well with TME supervision complementing 
the local labour and all parties benefitting from shared 
resources and skills.
www.tmegroup.com.au



pouring gold in November 2010. The dore 
it produces is approximately 92 percent 
silver by volume and 7 percent gold, but the 
gold accounts for 80 percent of the mine’s 
revenue. Once in full production, the site is 
expected to produce 100,000 ounces of gold 
equivalent a year. 

Casposo, however, has been a technically 
interesting project and the increase to full 
production has been delayed. Not only has 
the complexity of the process been increased 
by the addition of a Merrill Crowe circuit to 
recover the silver present in the ore, but the 

Primary crusher and live ore stockpile
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seismically active nature of the region has 
presented additional challenges.  

Before construction started, Troy 
worked closely with the University of 
San Juan to establish the most suitable 

materials and construction 
techniques for earthquake-
proofing the processing 
plant. “The original mine 
permit also required us to 
build a dry tailings facility 
because of the seismicity 
of the area. The theory 
behind this is quite simple, 
but making it work in 
practice has been more of 
a black art than a science. 
So although we poured 
first gold in November 
2010 it wasn’t until March 
2011 that we got this part 
of the process working 

$15Million
 

Exploration budget for 2012

All puMps ArGEnTinA sA
Global Pumps in Australia and All Pumps Argentina S.A. 
were founded in 1977 and 2003 respectively, filling the 
need for a versatile and service oriented specialist pump 
supplier that could accurately assess each application 
and source the best possible solution without being 
limited to the range of any particular manufacturer. 
Since that time both companies have expanded their 
facilities and services and are now firmly established as 
key suppliers of the whole range of pumping equipment 
used by industry, mining, government and municipal 
authorities, civil engineers and contractors. 
The group has established a track record for fast and 
effective response to enquiries, reliable deliveries, 
competitive prices and an efficient after-sales service.
www.allpumps.com.ar
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SUPPLYING QUALITY RUBBER AND ELASTOMER  
PARTS FOR DEMANDING MARKETS

At Inbelt we support the growth of industry, designing and developing 
solutions to the issues of abrasion and corrosion. For over 30 years we 
have supplied equipment and supplies that have added reliability and 
high performance to heavy industry, specializing in mineral processing 

plants. Throughout these years our company has accumulated the 
knowledge and experience which allows us to offer quality products with 

proven technology and to propose permanent solutions.
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efficiently,” Benson said.  
“Then, just as we 

thought we were home 
and dry and were almost 
patting ourselves on the 
back, we were hit by the 
worst winter in Argentina 
in 50 years,” he continued. 
Normally lying 300m below 
the snowline, Andorinhas 
found itself 300m above it 
last year, and temperatures 
remained persistently 
below -9oC. Everything froze. “It was 
as though the gods were playing games. 
It came through on rolling fronts every 
two weeks and just as we’d defrosted 
the site the freeze would come through 
again, impacting production significantly 
between July and September.”

Casposo is now ramping up towards 
full production. And the three months to 
December give some indication of what the 
mine will eventually be capable of – 20,700 
ounces of gold in three months at a cash cost 
of just $270 an ounce net of silver credits is 
very low cost gold. 

The future for Casposo also looks very 
bright. Low sulphidation epithermal deposits 
such as this don’t usually occur in isolation, Production drilling – Kamila open cut
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inbElT
In Inbelt always we support the growth of the industry, 
designing and developing solutions to the problems 
of abrasion and corrosion. We go more than 30 years 
supplying equipments and supplies that have added 
reliability and high performance to the heavy industry, 
specializing ourselves in the problematics of the mineral 
processing plants. Throughout these years our company to 
accumulated knowledge and experience, the same one that 
allows us to offer products of quality, proven technology 
and to propose permanently developments.
www.inbelt.com

“We have enough knoWn TargeTs 
shoWing anomalous gold To keep us busy 

for The nexT Three years”



“We dismanTled The planT and shipped 
iT from ausTralia To argenTina. ThaT 
alone has saved us abouT $20 million 

in developmenT cosTs”

and across the Troy concession there are a 
large number of gold-bearing veins breaking 
the surface. Of course their quality and 
content cannot be confirmed until the drilling 
has been completed, but last year’s exploration 
program increased the mine’s gold resources 
by 20 percent, all of it in the high grade 
bracket. With much still to do, the exploration 
budget for 2012 has been doubled to $15 
million. “We have enough known targets 
showing anomalous gold to keep us busy for 
the next three years, so I believe there’s a high 
probability that we will be mining here for 
more than 10 years,” he said.  

Low-cost mine development is the 
foundation of the Troy business model, 
and has two central elements: the use of 
second hand processing equipment where 
suitable, and project managing the mine 
construction in house. “We have a small 
but very experienced team and the same 
person has been in charge of constructing 
all our mines,” Benson explained. “We 
then subcontract elements of the work to 
local suppliers.” This works particularly 
well in South America where there is a 
long tradition of mining and a very skilled 
professional and technical workforce 
readily available. This then also benefits 
the local communities who can share in 

the wealth generated by the mines.  
Troy’s first mine in South America was 

equipped with a second hand processing 
plant acquired in Australia. “When that 
first mine closed we then moved the plant 
1000 km north to Andorinhas, reducing 
development costs to just $19 million.” 
Casposo has also turned out to be suitable 
for a processing plant that had been acquired 

in Australia in 2001 and mothballed as an 
investment for the future. “We dismantled it 
and shipped it to Argentina. That alone has 
saved us about $20 million in development 
costs,” Benson said.

Looking to the future, Troy is not only 
continuing its search for new prospects 
to develop, but is also investing in basic 
geological research, funding PhD work at 
the Centre for Exploration Targeting at 
the University of Western Australia and 
the University of San Juan in Argentina. 
This benefits both parties. Troy has access 
to high level technical skills and resources 
and the universities benefit through 
secured funding for their PhD students, and 
exposure to the mining industry.

“The trick with exploration and 
development is that you’ve got to be smart 
– and although they don’t teach this in 
business school you’ve got to be lucky,” 
Benson concluded. “We have the right 
people to be smart, and we’ve been lucky 
so far. So we hope that continues.”

In many ways companies can make their 
own luck, simply by ensuring they have 
created the right conditions for it to occur, 
and Troy Resources seems to be doing all it 
can to set the scene.  

Casposo processing facility
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Troy Resources visit:
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