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Edging China out of Rare Earth Dominance
via Québec’s Ashram Rare Earth Deposit

According to John Moody from FoxNews,
Republican member of the US House of
Representatives, Duncan Hunter, plans
to introduce legislation this month

to require the US military to obtain

rare earth elements (“REEs”) that are
produced in the US, even if it means
subsidizing those industries. More
specifically, he said:

“This is of critical importance to our
national security and ability to stay
ahead of everyone else. Rare earth metals
are crucial. We've closed down mines in
my own state of California, which is the

leading edge of stupid. We need to have
our own rare earths. The big sticking part
of the bill is this. You have to put money

in to subsidize our own product to create
a market, because now there’s no market.
We've got to put American manufacturing
back in competition.”

However, as Moody asserts correctly:

“The problem is that US production
capacity in this area has been allowed to
wither to almost nothing, due to plentiful
supplies from China that can be produced
at a lower price than US made rare earths.”
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ommerce Resources Corp.s
‘ Ashram Rare Earth Project

in Québec is firmly in the
mainstream of the majority of REE
producing mines in the world in that
it is a carbonatite hosted project
with monazite and bastnaesite as the
dominant REE bearing minerals. The
importance of this must be stressed in
that Commerce is not looking for, nor
does it need to find, a new processing
technique to concentrate the REEs
contained in its Ashram Deposit.

[ think the history of the company is

a compelling story and in my recent
interview with President Chris Grove he
outlined how he and the former President
Dave Hodge were educated on REEs.

“Commerce Resources was created around
a set of claims in British Columbia in the
Blue River area that Dave’s son, my nephew,
Mike Hodge hand staked in the winter of
1999 with Ruben Verzosa. We were looking
for, and found, several deposits with good
grades of tantalum and niobium. We still
own these claims and we are looking for
ajoint venture partner for the Upper Fir
Project, which is the largest production
scenario for tantalum currently.

Geologically, this set of claims is very
notable because there are about 30
mineralized carbonatites we have found
and worked on. In the summer of 2005 |
received a call from a Texas-based magnet
manufacturer who said “You guys need to
go out and re-assay all of your drill core for
REE’s” I said to him “why would we want
to do that?” And he answered because you
must know that a) China has put export
duties on the REEs and b) that all of the
world’s REEs are from carbonatite hosted
deposits, and c) you must know that your
Blue River claims are carbonatite hosted.”

I did answer that | knew we had
carbonatite hosted deposits at Blue River,
but the rest of what he had said was a
very quick and informative education as
to what is the norm for the majority of
REE production in the world.

From that point on, we looked at, sampled
and drilled many showings on our claim
groups although we did not find anything
that was, in our opinion, world-class.
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However in late 2006, the price of niobium
quadrupled, and so we started looking
for a primary niobium deposit and that

is how we ended up staking the Eldor
Carbonatite in Québec in early 2007.

It should be noted that all of the world’s
niobium comes from carbonatite hosted
deposits as well, and as soon as we

began our first program at Eldor in the
summer of 2007, after having raised $32.7
million CAD, we were looking for both

a world-class niobium deposit and at

the same time a world-class REE project.
We did release some spectacular grades
for niobium, tantalum, phosphate and
fluorspar in the year’s following, but on
the last day of the 2009 summer program,
Ashram Project Manager Darren Smith
directed Ashley Peter-Rennick (Ash) and
Rameses D’Souza (Ram) to sample what
was to become the Ashram Rare Earth
Deposit. The rest you might say is history.

We knew what to look for, we found
what we were looking for, and the fact
that the Ashram can be processed by the
standard techniques that the majority of
REE producers worldwide employ, is just
at the end of the day, the most logical
thing”
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The Ashram Deposit also has a unique
and well-balanced REE distribution
which affords greater market flexibility,
anchored by those rare earths that have
the strongest market fundamentals over
the near, mid, and long-term, being the
magnet feed REEs. The Project is also
located in a great jurisdiction, is large,
of good grade, and hosts the simple
rare earth mineralogy that has been
demonstrated upgradeable into high-
grade mineral concentrate (>45% REO)
with high recoveries (>75%); which
means it is comparable to producers.

No other rare earth project in
development can process their
material as effectively as that done
with Ashram. In other words, Ashram
has the ingredients to compete with
Chinese supplies. Which other REE
project in North America can say
that?

When Commerce Resources was
awarded a $300,000 grant from the
Québec Government for environmental
work in mid-2016, Rockstone quoted
Vincent van Gogh'’s “Great things are not
done by impulse but by a series of small
things brought together”.


http://rockstone-research.com/images/PDF/Commerce17en.pdf

Last Friday, Commerce Resources
completed a $1.7 million CAD financing
led by the $1 million investment from
Ressources Québec, a subsidiary of the
provincial government corporation
Investissement Québec that focuses

n “projects that have good return
prospects and foster Québec’s economic
development.” Commerce Resources’
President, Chris Grove, commented:

“We are excited to have the support

of the Quebec government with this
investment from Ressources Québec.

The Province of Quebec continues to
prove that it is one of the most attractive
jurisdictions to develop a mineral
project. We are excited to be advancing
our Ashram Project with this financing.”

Ressources Québec has capitalization of
more than $500 million for investments
in these industries and also manages
the Capital Mines Hydrocarbures Fund,
which has a $1 billion funding envelope,
which includes $500 million for projects
carried out on the Plan Nord territory
and $500 million for Québec as a whole.
This fund will enable the Québec
government to acquire share positions in
mining and oil and gas companies that
exploit and process minerals in Québec.

International mining companies have
chosen to invest in Québec:

- Some 23 active mines are located in
Québec.

« Glencore now has 4 underground
mines in operation in Québec, and a 5th
one under construction.

- Until 2014, Goldcorp built one of the
biggest gold mines in Canada, the $1.8
billion Eleonore Mine in the James Bay
region of northern Québec, which is
expected to eventually become Canada’s
largest gold producing mine with an
annual output of >300,000 oz of gold.

« Osisko Gold Royalties, a major player
in Québec’s mining industry, received a
$50 million convertible debenture from
Ressources Québec in 2016.

«In March 2016, Nemaska Lithium
received a $13 million investment from
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Québec's mining projects at the deposit appraisal or development stage
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l:l Temitoire du Plan Nord

"Choosing Québec's mining sector”
(September 2016, Government du Québec)

Ressources Québec. In July, Nemaska
completed a $69 million financing and
was upgraded to trade on the TSX.

- Tata Steel Minerals Canada, a joint
venture of India’s Tata Steel (94%) and
Calgary’s New Millennium Iron Corp.
(6%), is carrying out a $1.5 billion direct
shipping iron ore mining project near
Schefferville in northern Québec. In
November 2016, Ressources Québec
granted the company a $50 million loan
and took a $125 million equity stake

to support this project. Minister Lise
Thériault explained: “Support for this

wwr@ 15 16

@

major project confirms our commitment
to stimulating the growth of Québec’s
mining industry, particularly in northern
Québec, and to encouraging responsible
development of our resources.” The DSO
project will produce 6 million tonnes
of iron ore annually during seasonal
operation. The ore is expected to be
railed to the port of Sept-lles.

« Stornoway Diamonds built a mine in
central Québec, which came online 2
months early in October 2016 and under
budget, costing just $775 million to
complete. In 2014, Stornoway completed


http://www.investquebec.com/international/en/about-us/our-subsidiaries/ressources-quebec.html
https://mern.gouv.qc.ca/english/publications/mines/producing-mines.pdf
http://www.mining.com/canadas-quebec-injects-130m-into-tata-steel-quebec-labrador-iron-ore-project/

$944 million in financing transactions:
$220 million in funding through the
province-run Investissement Québec,
$105 million from the Caisse de Dépot
et Placement du Québec Pension
Managers and $360 million from the
privately-owned Orion Mine Finance.
Although Stornoway notes that financial
assistance was crucial in getting Renard
operational, it was actually the 240 km
extension of Route 167, constructed with
the help of a $77 million loan from the
province, that was the most beneficial
contribution from Plan Nord. The road
will open access to other mining projects
in the area. For the Quebec government,
the symbolism of Stornoway’s launch
goes beyond opening a new mine with
a new resource. It represents the first
project to be completed under the
auspices of the Plan Nord. “Stornoway is
an extraordinary example of the vision
we had as a government,” said Pierre
Arcand, Quebec’s Minister of Energy

and Natural Resources, who is also
responsible for overseeing Plan Nord.

According to “Choosing Québec’s mining
sector” (by Gouvernement du Québec,
2016):

“Rare earth elements constitute a global-
scale strategic resource. Forecasts call for
rising demand due to their applications
in the high-tech and clean technology
sectors, particularly in the hybrid and
electric vehicle industry.

Québec has never been a rare earth
producer, but may become one in the near
future thanks to its promising potential,
particularly for heavy rare earths. Three
projects have reached the deposit
appraisal stage and may someday supply
rare earth oxide concentrates.

In Nunavik, 130 kilometres south of
Kuujjuagq, the aim of the Ashram (Eldor)
project of Commerce Resources Corp. is
to extract rare earths from a carbonatite.
The project involves the mining and
on-site concentration of the rare earth
ore followed by off-site processing at a
hydrometallurgical plant in southern
Québec to produce a mixed rare earth
carbonate concentrate. Work in support
of a prefeasibility study is already
underway...”
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Security of REE Supply and an Unstoppable Paradigm
Shift in the Western World

. East Chil
A corporate presentation from ,,fssﬁm
Commerce Resources Corp. had been S SENKAKU/DIAOYU
prepared for the Trump-focussed CHINA PRams 7] 1SLAN0S
conference “Investing in Mining & SLAMES 1" TN ¢
Metals: A Paradigm Shift in the Trump TR N ,/'/ Philippine
Era” (January 19, 2017 at the Union : o L PACIFIC
. LAOS HAINAN 1 South 1 e 0CEAN
League Club in New York hosted by i China { o LTl
Murdock Capital Partners). PARACEL -~ T +- 38 :
RHAILAND ISLANDS |~ =\ i SCARBOROUGH
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See pages 23-29 specifically made for CAMBODIA WA 1: ——
the NY conference and arguably very Y A B ation Claiming Area
relevant to the current geopolitical g % == ??'”a
. . ’ ) 7 al -- Taiwan
issues happening these days. :: ." ‘/ , Philippines

INDIAN Pt o SPRATLY -- Vietnam
The potential for some kind of reaction 2Ll S araia NoL & isues -~ Malaysia
from China could effect a range of Jem s Japan
metals, including cobalt, REEs, iron ore, Approximate
etc. o 300 600 location of
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LES INDONESIA island(s)

Rex Tillerson, the former Exxon
Mobil CEO nominated to lead the US Competing Claims In The South China And East China Seas. These are the approximate
State Department, told the Senate claims by China and other countries. In many cases, countries are intentionally vague
Foreign Relations Committee that about the extent of their claims. (Source: NPR.org; Credit: Katie Park / NPR)

China’s actions in the
South China Sea were - 1

extremely wormisome” Security of Supply — Senkaku Incident

and compared them to

RU_SSia'S a.nnexation. of The 2010 Senkaku incident caused rare earth prices to increase exponentially almost
Crimea. Tillerson said the overnight, highlighting the total dominance of China in the supply of rare earth

iltuatlon was a pqtentlal R O
threat to the entire

global economy.”

Senkaku fishing boat incident - September 7, 2010 - Chinese fishing boat collides with Japanese Coast Guard
(JCG) in disputed waters of South China Sea, Chinese captain detained by Japan, China cuts off all shipments of REE's
to Japan. REE prices go ballistic
* Event led to flurry of REE exploration and project development;

however, China still produces over 90% of the global output of REEs ’7

JAPAN
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Security of Supply — Rhetoric

US rhetoric with China has escalated and may be setting the stage for a demonstration
of China’s dominance in REE supply

November 8, 2016 — Donald J. Trump elected President of the United States of America

November 2016 - Shinzo Abe, Prime Minister of Japan, visits Trump in USA

November 2016 — Trump tells Tim Cook, CEO of Apple, that he would offer the company a very large tax cut if they
manufacture their products in the USA. Foxconn-Sharp is a major manufacturer for Apple in China

December 2016 — Trump speaks to Tsai Ing-Wen, President of Taiwan

January 8, 2017 - Tsai Ing-Wen, President of Taiwan, meets with Ted Cruz & George Abbott, in Texas. Ted Cruz “The

People’s Republic of China needs to understand that in America we make decisions about meeting with visitors for
ourselves. This is not about the PRC. This is about the U.S. relationship with Taiwan, an ally we are legally bound

to defend.”
January 2017 — Rex Tillerson, pending US Secretary of State, says during confirmation hearings: “We're going to have to
send China a clear signal that first the island-building stops and second your access to those islands is also not
going to be allowed”..."They're taking territory or control, or declaring control of territories that are not rightfully
China’s.”
January 16, 2017 - Foxconn-Sharp announce they have begun to study the possibility of building an LCD panel plant in
the USA, instead of their ariginal location in Guangzhou, China.

January 16, 2017 — China Daily News — “If Trump is determined to use this
gambit in taking office, a period of fierce, damaging interactions will be
unavoidable, as Beijing will have no choice but to take off the gloves.”

Security of Supply — Military Buildup

With rhetoric and tensions on the rise, the South China Sea is seeing a rapid
destabilization of diplomacy and escalation of military presence

January 3, 2017 - US deploys to the South China Sea

. Mimitz-class Supercarrier — US55 Carl Vinson (CVN 70)

*  Ticonderoga-class Cruiser — USS Lake Champlain (CG-57)

*  Arleigh Burke-class guided missile destroyer — USS Wayne E.
Meyer (DDG-108)

*  Arleigh Burke-class guided missile destroyer — US55 Michael
Murphy (DDG-112)

. Nimitz-class Supercarrier — USS Ronald Reagan (CVN 76)

*  Mimitz-class Supercarrier — US5 John C. Stennis (CVN 74)

The USS Carl Vinson, a USA Nimitz-class Supercarrior
January 11, 2017 - China’s lone aircraft carrier enters Taiwan Straight
*  “Take off the gloves” (?)

The ongoing militarization of the Sprately Islands
by China, and a potential shift of the USA towards
the “One China Policy”, may be laying the
foundation of a conflict that could cut-off REE
supply to the rest of the world from China

COMMERCI Chima's military buildup in the Spratly
» i i Islands, South China 5ea =

A
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Security of Supply — Canada/US - Longtime Allies

The majority of REE supply is from China. Security of supply is a major issue
for the Western World

Stage z Primary .
Fetaan D:pusrt gl P ion Host Country f.‘omrentlfmal
dactian) ype Mineralogy Proven US Ally Processing
CHINA Production L Bastnaesite, Low = but rising labour AR el
(Hardrock) (60-70%) G s Monazite Costs "u YES
Production (<3%), . ] . .
RUSSIA Pievelainet Various Loparite, By-product subsidized "ﬂ NO
Producer f Monazite i e l
MALYASIA (5.10%) Laterite = High YES NO
Low - simple
CANADA = Monazite, processing, with eC 3
(Ashram) Lo ol Rt Bastnaesite Innovation continuing m YES
to reduce costs
The Ashram Deposit is the most logical alternative to Chinese REE dominance
* Conventional host rock, large, good grade
+  Conventional rare earth mineralogy Ashram has the potential to be the
* High-grade & high recovery mineral concentrates lowest cost REE producer outside

Canada/Us - longstanding allies with the Defense Production Sharing of China and potentially, through

Agreement, 1956, preceded by the Hyde Park Agreement, 1941 continued innovation, the world

An Unstoppable Global Paradigm Shift

26

Global supply chains may be undergoing a profound shift, as China, a significant
producer of raw materials and manufacturing output globally, is facing sustained
upward pressure on costs, while the west is proving that innovation is the key to long-
term competitiveness, and eventually potential market dominance

China — Produces more than 80% of rare earth elements globally
* Lower cost of labour, however, this cost is rising as industrial development continues

*  Poor environmental standards are now giving way to environmental stewardship &
reclamation, thus putting upward pressure on costs — estimate of ~$80 B (USD)* to rehabilitate
the rare earth mine workings around Bayan Obo and Baotou, and 520-30 B (USD)* for South China

The Western World — No appreciable REE production, outside of Lynas

* Higher cost of labour, however, innovation continues to develop more efficient
means of production, thus reducing costs

* Environmental standards are well-established, thus, costs & project impacts
are general well-known

+  Security of supply is a major concern

&2 T and manufacturing output in the western world is becoming that much more appealing
COMME R(

As Chinese costs increase from several fronts, the western world’s innovation continues to reduce

its own, thus narrowing the global gap of competitiveness to where production of raw materials

27

1 D. Kingsmorth, Mow 2016 Presentation at 13™ international Rare Earths Conference, Hong Kong. See Shide 27 for additional sournce information
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An Unstoppable Paradigm Shift - Western World

A major paradigm shift in technology is underway in the industrialized world, and REEs
are centrally positioned to benefit from such technological advancements

Transportation of Goods - Electric transport trucks in active development by several companies (Tesla, Nikola,
Mercedes-Benz, BMW) with short-haul already in commercial use

« Potential to dramatically reduce the cost of commercial transportation [ J 1 =
Transportation of People - Electric vehicles are experiencing {m
explosive growth in production and a corresponding decrease in cost

k

* High speed rail using magnetic levitation (Maglev)

Development of Infrastructure — Co-operative, Europe-wide
infrastructure build of high speed charging stations — Daimler, E_Enﬂfniff:lLé.J?n"Q'ni“k R
Porsche, BMW, Audi, Volkswagen, & Ford

Transrapid 09 Maglev
train, designed for speeds
up to 500 km/hr

{Nd, Pr, Th, Dy}

REEs are used in many of the components that are
%{2 Souncts con making this paradigm shift a reality 28

REEs - Defense Applications

In most applications, cost is not the limiting factor — performance is; REEs are
indispensable to the defense industry

Rare earths are used in countless defense
applications where performance is paramount to
success

* Actuators

* Guidance systems
* Targeting systems

» Temperature protection

* Avionics

Missiles and smart bombs

* Radar surveillance

* Communication

= = i
[ fi—1|
"-.‘.
COMMERCH Radar System 39
2 Avionics
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We have a national security crisis: Let’s do nothing

FOXNEWS "-com

We have a national security crisis:
Let's do nothing

JOHN MOODY
FEBRUARY 8

By John Moody of FoxNews.com on
February 8, 2017

Can the United States do anything to
reverse a dangerous dependence on cru-
cial mineral supplies that put our future
military security in the hands of China?
We may be about to find out.

The challenge to our future security was
outlined in a grim, largely overlooked
report from the U.S. Geological Survey.
In stark terms, it demonstrated that the
U.S.is 100 percent reliant on foreign
producers for at least 20 elements and
minerals, some of them of strategic
importance to our military. The most
common source: China.

As Bellwether noted last week, a group of
17 materials, known collectively as rare
earths, are produced almost exclusively
by China. That's the country President
Trump has labelled a currency manipu-
lator and trade cheat and which he has
vowed to bring to heel in future bilateral
negotiations.

The USGS report, points out other metal
deficiencies, and raises serious questions
about how much leverage the U.S. will
have over China. Almost all the minerals
in question are essential components
needed for advanced fighter bombers,
satellite guided missiles and catapults
that launch planes from the decks of
aircraft carriers.

“That 2017 USGS report is not fake news,”
says George Byers, a 40-year mining
industry veteran and rare earth expert.
“You have 29 or 30 studies on critical
materials, including rare earths that go
back to the early‘90s. The outcome of
each study is to declare ‘'we have a crisis,
let’s do something about it/ But all they
do about it, is to ask for another study.”

Rep. Duncan Hunter (R-Calif.), plans to
introduce legislation this month to requi-
re the U.S. military to obtain rare earths
that are produced in America, even if it
means subsidizing those industries.

“This is of critical importance to our na-

RPT: U.S. MILITARY DEPENDENT ON FOREIGN SUPPLIERS
o BANERICA'S NEWSHOUN S—

Click on above image (or here) to watch video from FoxNews

tional security and ability to stay ahead
of everyone else,"Hunter told me.“Rare
earth metals are crucial. We've closed
down mines in my own state of Califor-
nia, which is the leading edge of stupid.
We need to have our own rare earths.
The big sticking part of the bill is this.
You have to put money in to subsidize
our own product to create a market,
because now there’s no market. We've
got to put American manufacturing back
in competition.”

The problem, these analysts note, is that
U.S. production capacity in this area

has been allowed to wither to almost
nothing, due to plentiful supplies from
China that can be produced at a lower
price than U.S. made rare earths.

Even more perilous, China’s own rapa-
cious demand for rare earths is outs-
tripping its ability to supply domestic
consumers as well as the U.S., meaning it
may be unable to ship goods to the U.S.
even if it wants to.

In addition to rare earths, which are

vital components of high-grade perma-
nent magnets used in military aircraft
and missile systems, the United States,
according to the USGS report, is now 100
percent reliant on foreign countries for
supplies of manganese, which is used

to make impact resistant steel, among
other things. Though readily available in
mines in Arizona, Arkansas and Minneso-
ta, it can be imported more cheaply. The

USGS study lists American production of
manganese last year as: zero.

Hunter’s legislation aims to put an end

to that. The bill would divert funds from
military aircraft and missile weapons sys-
tems to support domestic production rare
earths and other vital materials. It would
also provide five-year interest free loans to
U.S. producers, giving them time to ramp
up abandoned and neglected facilities.

That may be just in time to prevent
further foreign encroachment on our
manufacturing base. Peg Brickley of The
Wall Street Journal reported this week
that Vladimir lorich, a Russian-born billi-
onaire with German nationality, is trying
to take control of Mountain Pass mine
in California, once the largest domestic
source of rare earths.

That mine was once the production
facility for Molycorp, the only significant
American producer of rare earth metals.
Molycorp went bankrupt in 2015, partly
due to the Obama administration’s refusal
to help bail it out of its $1.4 billion debt.

Instead, the previous administration sank
hundreds of millions of dollars in Solynd-
ra, a solar power company that compor-
ted with the former president’s advocacy
for renewable energy. The problem was,
solar energy panels also use rare earth
metals. Solyndra, which also went bel-
ly-up, ended up importing the solar cells
it needed - from China.


http://www.foxnews.com/opinion/2017/02/08/have-national-security-crisis-lets-do-nothing.html
https://minerals.usgs.gov/minerals/pubs/mcs/2017/mcs2017.pdf
http://www.foxnews.com/opinion/2017/02/03/chinas-secret-trump-card-could-beijing-deprive-our-military-critical-defense-components.html
https://www.wsj.com/articles/russian-born-billionaire-makes-play-for-u-s-rare-earths-mine-mountain-pass-1486485426
https://www.wsj.com/articles/russian-born-billionaire-makes-play-for-u-s-rare-earths-mine-mountain-pass-1486485426
http://www.foxnews.com/opinion/2017/02/08/have-national-security-crisis-lets-do-nothing.html
http://www.foxnews.com/opinion/2017/02/08/have-national-security-crisis-lets-do-nothing.html
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China’s secret Trump card: Could Beijing deprive our
military of critical defense components?

By John Moody of FoxNews.com on
February 3,2017

Candidate Donald Trump promised to
bring jobs back to America, rebuild our
military, and on trade get tough with
China, which he said was “raping” our
economy. President Trump may find his
administration the victim of exactly the
job-exporting policies he railed against
and face the very real possibility that
China could cut off U.S. access to 17 rare
materials vital to our advanced aircraft
and guided missile systems.

Among major U.S. military projects im-
periled by a potential China squeeze play
is a $340 billion Navy program to create
new, Columbia-class nuclear submari-
nes, and a new electro-magnetic aircraft
launch (EMAL) system, which the Navy
hopes to use for catapults that launch
planes from aircraft carriers.

The 17 materials, known as rare earth
elements (REE), are essential to the
production of the high-performance
permanent magnets used in both those
systems, as well as in motors and missi-
les, GPS systems, satellite imaging, night
vision goggles, and consumer products
like smartphones and flat television
screens. And for precisely the reasons
Candidate Trump cited for the decline
of American manufacturing and the loss
of U.S. jobs, China is now in a position to
cut off our supply of processed rare earth
elements if it feels Trump is pushing too
hard on trade and economic issues—or
anything else.

“Absolutely, China could cut off the supply,’
said Jeff Green, a defense industry analyst
in Washington, D.C.“Processing rare earths
is the end of the hose. China controls the
spigot the hose is attached to.

This dire situation came about largely
as a result of a U.S. decision to rely on
China, which is estimated to produce
90 percent of all processed rare earth

elements sold to U.S. consu-
mers, including the Pent-
agon. In 1995, the Clinton
administration allowed two
U.S. rare earth producers, in
North Carolina and Indiana
(the home state of Vice Pre-
sident Mike Pence) to go out
of business. They transferred
their production capacity

to China, leaving it as the
world’s only large-scale REE
supplier.

The supply chain worked
smoothly until 2010, when
the Japanese navy detained
a Chinese fishing boat as
part of a territorial dispute.
China promptly choked

off REE sales to Japan, and
imposed worldwide supply
quotas. Almost overnight,
the price of REEs soared 4,000 per cent
worldwide, demonstrating China’s ability
to control the market at will.

Sensing an opportunity, a Colorado-ba-
sed company called Molycorp tried to
ramp up American REE production, using
a mine and plant in southeastern Cali-
fornia known as Mountain Pass. When
China lost a World Trade Organization
challenge and revoked its production
quotas, the price of REEs tumbled and
Molycorp found itself refining a product
that could be made much more cheaply,
and of higher quality, in China.

The Obama administration, determined
to support renewable sources of energy,
declined to bail out Molycorp, even while
pumping hundreds of millions of dollars
into a solar panel company known as
Solyndra. Solar cells also use REEs. Solyn-
dra ended up importing solar cells from
China. The company went bankrupt, as
did Molycorp in 2015.

It is unclear what the Trump administ-
ration can do to eliminate U.S. reliance

Jan. 17,2017: China’s President Xi Jinping speaks at the
World Economic Forum in Davos, Switzerland.
(AP Photo/Michel Euler)

on China for REEs, at least in the short
term. Later this month, a court in Dela-
ware is expected to authorize an auction
to bring Molycorp out of bankruptcy,
and, potentially revive REE processing in
California.

The problem is that REE production
technology was transferred to China
during the Clinton administration, and
the Chinese are now thought to have an
insurmountable advantage.

In 1992, Chinese leader Deng Xiaoping,
said, “The Middle East has oil. China has
rare earth!”

The implications of that remark are now
being felt. They may include profoundly
challenging a U.S. president who came
to power promising to bring China to
heel.

John Moody is Executive Vice President, Exe-
cutive Editor for Fox News. A former Vatican
correspondent and Rome bureau chief for
Time magazine, he is the author of four books,
including “Pope John Paul Il : Biography.”



http://www.foxnews.com/opinion/2017/02/03/chinas-secret-trump-card-could-beijing-deprive-our-military-critical-defense-components.html
http://www.amazon.com/Pope-John-Paul-II-Biography/dp/0517200813/ref=ntt_at_ep_dpt_2
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The Ashram advantage: Commerce Resources
prepares for a rare earths paradigm shift

By Greg Klein of ResourceClips on
January 30, 2017

The appeal to Western markets is
obvious—an advanced, low-cost rare
earths project in a friendly jurisdiction.
So even before the recent military build-
up in the South China Sea, Commerce
Resources TSXV:CCE experienced

an increase in American requests for
concentrate samples from its northern
Quebec Ashram deposit. With the

U.S. Navy now challenging Chinese
territorial aggression, the confrontation
seems to pit two superpowers against
each other. But what does that really
indicate?

It's actually “one lonely small old
Russian-built carrier against three U.S.
Nimitz-class supercarriers,” Commerce
president Chris Grove points out.“So
when Beijing says it's going to take off
the gloves, | think they're referring to
trade”

Commerce Resources prepares for a rare
earths paradigm shift

That brings to mind the Senkaku
incident, a much smaller 2010
confrontation in the same region that
prompted China to cut off rare earths
exports to Japan, sending global supply
chains into turmoil and prices soaring.
A possible Senkaku redux is one of a
number of aspects to a global paradigm
shift that Grove sees coming, to the
benefit of Western industry in general
and Ashram in particular.

The U.S. might easily outgun China,
but China produces about 90% of the
world’s rare earths. They're essential
to several defence needs, “a fact that
really drives certain people in the U.S.
absolutely apoplectic,” says Grove.

While Westerners have struggled to
compete with China on costs, prices
mean little to the U.S. Department
of Defense, which last year began

putting money behind potential
domestic processors, Grove says. That
support complements a multi-faceted
advantage that the West is gaining
over China, he explains. The latter
country struggles with rising labour
costs and the need to finally address
its environmental woes. Meanwhile
Western countries offset their labour
costs with technological innovation
and maintain the world’s highest
environmental standards.

Even putting aside defence, demand
for rare earths continues to grow with
another global development. The
international commitment to address
climate change through clean energy,
exemplified by the Paris Agreement,
increases rare earths demand for
numerous applications ranging from
EVs to wind turbines.

In a research report last year, Chris
Berry noted that “REE usage continues
to grow at a pace well above global
GDP growth with demand CAGRs

growing anywhere from 4% to 8%, with
permanent magnet demand forecast to
lead this charge to 2020."

Clearly there’s a market for non-Chinese
sources. And Grove sees Ashram
uniquely positioned to help serve that
market. Certainly others have failed but,
he emphasizes, they lacked Ashram’s
benefits of mineralogy, metallurgy,
grade and jurisdiction—all of which add
up to lower costs.

The project reached PEA in 2012, with
an amended PEA in 2015. Since then the
company’s been busy on multiple fronts
as it advances towards pre-feasibility.

Ashram’s advantage begins with

its relatively simple mineralogy,

with carbonatite host rock and rare
earths within the minerals monazite,
bastnasite and xenotime, which
dominate commercial REE processing.

Pilot plant metallurgical tests have
quadrupled the PEA's concentrate


http://resourceclips.com/2017/01/30/the-ashram-advantage/
http://www.zimtu.com/i/pdf/ZimtuResearchMarch2016.pdf
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grade, producing 41% total rare

earth oxides and 43% TREO, both at
71% recovery. That puts the grade
well within the range of commercial
producers and does so through a
single-leach process that simplifies the
flowsheet.

Requests for concentrate samples
have come from Solvay, Mitsubishi,
Treibacher, BASF, DKK, Albemarle and
Blue Line, among others covered by
non-disclosure agreements.

Metallurgy has also found a potential
fluorspar byproduct, offering an
advantage to both revenue and opex.
Grove credits Glencore Canada’s interest
in fluorspar with the willingness of

its NorFalco Sales division to supply
Commerce with sulphuric acid on
highly favourable terms.

Proud as he is of Ashram’s high-grade,
near-surface resource, Grove anticipates
an even more impressive upgrade. The
current estimate uses a 1.25% cutoff to
show:

«measured: 1.59 million tonnes
averaging 1.77% total rare earth oxides

- indicated: 27.67 million tonnes
averaging 1.9% TREO

«inferred: 219.8 million tonnes
averaging 1.88% TREO

Commerce has since drilled another
9,200 metres, mostly infill but always
with some stepout holes as well. “In

all those drill programs, we always hit
mineralized material in the stepouts,
we always encountered less waste rock
at surface than was modelled in the
resource and we always hit zones that
were higher than the average grade,” he
says.

Ashram'’s magnet feed distribution

also has Grove enthused. Overall, the
deposit ranks with the largest producers
for praseodymium, neodymium,
terbium and dysprosium. Ashram’s
medium-to-heavy REO resource,
moreover, surpasses the producers for
those elements. And, as Grove points
out, those are critical elements.

Efforts to find
substitutes for
magnet REEs have
failed.

Benefiting both
Ashram'’s opex and
the environment
would be wind
energy, currently
being studied for the
project.

Commerce’s
environmental
commitment as well
as its community
outreach have been
recognized by the
e3 Plus Award for
social responsibility
from I'Association de
I'exploration miniére
du Québec.

The company has also received a
$300,000 provincial grant to optimize
tailings management, funding that
shows Quebec’s commitment to mining
as well as the environment. Grove calls
the province “a fantastic jurisdiction,’
one that invests directly in companies
through Ressources Québec and makes
tangible progress on the visionary Plan
Nord infrastructure program.

Following a private placement of up to
$2.5 million offered last month, Grove
looks forward to a number of near-term
milestones. Still to come are final assays
from last year’s drilling. The agenda also
calls for completing the pilot plant and
filling requests for REE and fluorspar
concentrate samples. The samples,
Grove suggests, could spur interest in a
JV or offtake agreement.

The Commerce quest for rare metals
hasn't been confined to rare earths.
Last September sampling on the
company’s property about a kilometre
from Ashram found “spectacular”
results up to 5.9% niobium pentoxide,
described by Grove as “approximately
double the grade of the largest and
longest-running niobium producer’s
head grade, CBMM'’s Araxa deposit in
Brazil.
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Ashram has undergone another 9,200 metres since its resource
estimate, often hitting even higher grades.

Commerce also holds the Blue

River project in southeastern British
Columbia. The property’s Upper Fir
tantalum-niobium deposit reached PEA
in 2011 and a resource update in 2013.

But Commerce remains very much
focused on Ashram. Whether events
in the South China Sea send RE prices
soaring, Grove sees possible increases
coming from producers boosting
revenues. But, he emphasizes, Ashram
doesn’t need higher prices. “Companies
with higher operating costs are
probably praying for higher prices,”

he says. “Commerce Resources doesn't
need them. We still have a margin at
today’s prices.”


http://resourceclips.com/2016/02/09/commerce-resources-sees-cost-cuts-for-high-grade-rare-earth-concentrates/
http://resourceclips.com/2016/02/09/commerce-resources-sees-cost-cuts-for-high-grade-rare-earth-concentrates/
http://resourceclips.com/2016/03/01/commerce-resources%E2%80%99-rare-earths-project-shows-fluorspar-byproduct-potential/
http://resourceclips.com/2016/04/07/mou-connects-commerce-resources-with-glencore%E2%80%99s-norfalco-division/
http://resourceclips.com/2016/04/07/mou-connects-commerce-resources-with-glencore%E2%80%99s-norfalco-division/
http://resourceclips.com/2016/04/21/commerce-resources-considers-wind-energy-for-its-ashram-rare-earths-deposit/
http://resourceclips.com/2016/04/21/commerce-resources-considers-wind-energy-for-its-ashram-rare-earths-deposit/
http://resourceclips.com/2015/10/08/aemq-awards-commerce-resources-for-social-responsibility-on-ashram-rare-earths-project/
http://resourceclips.com/2015/10/08/aemq-awards-commerce-resources-for-social-responsibility-on-ashram-rare-earths-project/
http://resourceclips.com/2016/06/16/commerce-resources%E2%80%99-rare-earths-project-gets-300000-quebec-environmental-grant/
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The NASA model: How the U.S. government might

help build a rare earths supply chain

By Greg Klein of ResourceClips on
February 14, 2017

The timing seems ominous. As rival
American and Chinese warships assert
themselves in the disputed South
China Sea, the United States Geological
Survey reported 20 minerals on which
the U.S. imports all of its supply.
Included are rare earths—coming
almost entirely from China, of course. It
was a 2010 conflict in the same troubled
waters between Japan and China that
caused the latter country to cut off rare
earths exports to its adversary. As other
supply chains broke apart, REE prices
went on an exponential tear. Might
China do that again and, this time, are
American decision-makers sufficiently
concerned?

They should be, say some observers.
Additionally, there also looms the
possibility of a trade war sparked by U.S.
tariffs on Chinese goods. Yet some REEs
are necessary not only for consumer
electronics and clean energy, but also
for military defence.

The 20 entirely foreign-dependent
minerals reported by the USGS
represent an increase from 19 the
previous year and 11 in 1984.The list
includes rare earths, scandium and
yttrium as three separate categories.

In February 2016 Industrial Minerals
reported that the U.S. Department of
Defense “identified 15 of the 17 rare
earths as critical over the last five years.”

Having foreseen as far back as 2009

the possibility of China using REEs as a
geopolitical strategy, Jeff Green watches
the topic from a defence perspective.

“I think about the tools China has to
retaliate and rare earths come right to
the top of the list," he says.

Green has recently served on the U.S.
House Armed Services Subcommittee
on Readiness. He's a lawyer, a member

The U.S. government shows increasing concern about relying on China for defence needs.
(F/A-18 Super Hornet jet fighter photo: Boeing)

of the U.S. Magnetic Materials
Association and the REE World Advisory
Board, a U.S. Air Force Reserve colonel
and a former USAF missile combat
crew commander. He describes his
Washington firm J.A. Green & Company
as “primarily a defence lobbying
company that’s really interested in

the nexus between national resource
security and national security.”

He finds the U.S. government’s concern
stronger and better informed than
pr