
Nickel Mining in Guatemala - Hud-Bay merges with Skye Resources - Indigenous rights issues not resolved
NICKEL MINING IN GUATEMALA
Over the past few years, Rights Action reported extensively on serious problems associated with Skye
Resources’ (formerly INCO) nickel mining interests in the Maya Kekchi region of eastern Guatemala.
The problems included: forced evictions of impoverished Maya Kekchi communities; burning and destruction of
homes and property of local communities; violence and threats against local communities; abuse of the rule of
law in favour of Skye Resources; and more.
See 9 minute “El Estor Evictions” documentary on You Tube or at:
http://www.rightsaction.org/video/elestor/eviction.mov
For background info: info@rightsaction.org.
During much of 2008, there has been a lull in the violence and threats against the local Maya Kekchi
communities, in large part because Skye Resources could not raise the capital necessary to proceed with the
project.  Meanwhile, none of the community Indigenous land ownership issues were resolved.
Now, the underlying problems may pick up again.  Skye Resources merged with Hud-Bay – see article below –
and Hud-Bay appears to be moving ahead with its nickel mining aspirations.
See a Photo-Essay by James Rodriguez (http://mimundo-jamesrodriguez.blogspot.com/) presenting the beautiful and
fragile Lake Izabal that will most certainly be greatly harmed if this project proceeds.
SUPPORT  --  To provide funds for the local communities that are fighting to have their rights respected and
defended or to get more involved, SEE BELOW.
THANKS … and please pass this information along.
info@rightsaction.org / www.rightsaction.org
= = = = = = =
HUDBAY DIVERSIFIES INTO NICKEL WITH SKYE MERGER
By Trish Saywell, The Northern Miner, Monday, June 30, 2008, http://www.northernminer.com/issues/ISarticle.asp?
id=200253&story_id=163600173842&issue=06302008
HudBayMinerals (HBM-T, HBMFF-O) and aspiring nickel producer Skye Resources (SKR-T, SKRZF-O) are
combining forces, expanding Hud- Bay's zinc and copper portfolio into nickel. Skye's flagship asset is its past-
producing Fenix nickel laterite project, in eastern Guatemala. Under the proposed transaction, one Skye share
will be exchanged for 0.61 of a HudBay share. The deal represents a 35% premium over Skye's 20-day volume-
weighted average trading price and a 17% premium over Skye's closing price on June 20.
Following the merger, HudBay will have about 160.9 million shares outstanding, of which current Hud- Bay
shareholders will hold 79.9% and former Skye shareholders will own 20.3%.  As part of the transaction, Hud-
Bay will acquire 12.6 million shares of Skye at a price of $7.51 per share in a private placement for gross
proceeds to Skye of $95.2 million.
The proceeds will be used to ramp up engineering, procurement and construction activities at Fenix, including
the purchase of long lead-time equipment that had been suspended earlier this year due to the lingering effects of
the credit crunch.
Vale (RIO-N) subsidiary Vale Inco has the right to participate in the financing to maintain its current 11% equity
interest in Skye, but has chosen not to do so.
The news sent shares of Skye on the Toronto Stock Exchange soaring 97¢ apiece to close at $8.69, an increase of
12.5%, on a trading volume of 3.4 million shares. HudBay shares fell 78¢ to $14.01 per share on a trading
volume of 7.1 million. HudBay has a 52-week trading range of $13.70-29.63 with 126.4 million shares
outstanding.  Skye Resources has a 52-week trading range of $3.85-17.20 with 51 million shares outstanding.
THE “FENIX” PROJECT – GUATEMALA
Skye's Fenix project, in the Lake Izabal region of Guatemala, is expected to move into production in the last
quarter of 2010 with full production likely in year three, and has an estimated mine life of 30 years.  The project
has a proven and probable reserve of 41.4 million tonnes grading 1.63% nickel, plus additional saprolite and
limonite resources in various categories.
Fenix will produce high-grade ferronickel shot that will be exported to Asian, European and North American
markets. The project's capacity is the equivalent of about 60,000 tonnes of ferronickel containing 35% nickel per
year. Ferronickel is used by steel companies around the world in the production of stainless steel.
According to a technical report on the project released in September 2007, production over the life of the mine is
estimated to total 1.3 billion lbs. nickel. The average production for the first 20 years after ramp up (starting in
year three) is 48.5 million lbs. per year of nickel contained in ferro-nickel.

http://www.rightsaction.org/video/elestor/eviction.mov
mailto:info@rightsaction.org
http://mimundo-jamesrodriguez.blogspot.com/
mailto:info@rightsaction.org
http://www.northernminer.com/issues/ISarticle.asp?id=200253&story_id=163600173842&issue=06302008


Dundee Securities analyst Mike Collison is positive on what the move will mean for HudBay.  "I like the idea
they're going into nickel; I like the idea that they're going into nickel in a development project; and I like the idea
that they're going into a nickel development project that has been shopped around and found unattractive by the
deep-pocketed majors because they don't want to pay Vale the three per cent merchandising fee for the final
product," Collison says. "It (also) puts the company's cash balance to work, diversifies the zinc price exposure,
and the Fenix deposit has upside potential with expansions down the road."  Collison has raised his rating on
HudBay from neutral to a buy and has a 52-week target price on the stock of $21 per share.
[OFF-SPRING OF INCO]
Skye acquired 70% of Fenix from Inco in 2004.  Since then, the Vancouver- based junior has increased its
project interest through development spending and diluted its partner, the Guatemalan government. Skye's
subsidiaries currently own 98.2% of the project with the government of Guatemala holding the remaining 1.8%.
Inco operated the Fenix project (then known as Exmibal) in the late 1970s. Inco developed the deposit, and
produced about 12,500 tonnes of nickel in matte per year from 1977 to 1980. But the smelter was closed in 1980
due to high oil prices and a weak nickel market.
The project has a US$238-million pyrometallurgical nickel processing plant and related facilities, which have
been on care and maintenance for the last 28 years. The existing facilities, however, will have to refurbished and
expanded. Not all of Exmibal's assets will be suitable or available for modification as the existing metallurgical
plant produced nickel matte using conventional smelting technology, whereas the Fenix project will produce
ferro nickel.
HudBay will have to build a power plant as the processing plant had previously been run on bunker oil. When
the new 150-megawatt power plant is operating, nearly all fuel requirements will be supplied by coal and
petroleum coke -- essentially eliminating the operation's prior sensitivity to the oil price. Petroleum coke is a
byproduct of oil refining and will be sourced in bulk at oil refineries in the U. S. Gulf or in Aruba and Venezuela.
In a conference call, HudBay's president and chief executive, Allen Palmiere, said the company sees the potential
to build the power plant earlier, only 2.5 years after the processing plant starts operating, rather than five or six
years after startup.
Once the power plant, which will cost roughly US$343 million, is up and running, Fenix should move into the
lowest quartile in cash production costs among all planned and existing producers, Skye asserts.
In the September 2007 technical report, cash
operating costs during the first five years of
the project are estimated at about US$3.47 per
lb. nickel. After the power plant is completed,
cash operating costs are expected to decline to
about US$2.34 per lb. nickel. The operating costs
were calculated using estimates of long-term
pet-coke, coal and oil prices.
Based on a nickel price of US$6.50 per lb., an
iron credit of US20¢ per lb. nickel, and
royalties and other costs of US49¢ per lb., the
project's internal rate of return has been
estimated at 14.3% and its net present value
forecast at US$490.6 million with an 8% discount
rate.
At a US$6.50-per-lb. nickel price, the payback
period is forecast at about 7.3 years.
Fenix hosts significant limonite mineral
resources, which cannot be treated by the
smelter. In 2006, Skye began a preliminary
assessment for an expansion of the smelter based
on hydrometallurgical processing of the limonite,
and the high-pressure acid leach (HPAL) option
was selected. The expansion project requires
further engineering studies, however.
Looking ahead, Fenix has already received



environmental and construction permits. Basic
engineering is complete and detailed engineering
is about halfway finished.
But the project could face opposition from the local Qeqchi indigenous people, whose leaders have staged
numerous land blockades in the past. According to Skye, the occupations were designed to obtain land for
housing and subsistence farming and to bring attention to unresolved land tenure issues.
Colin Benner, Skye's vice chairman and chief executive, noted that Fenix's land problems were no different than
those of any other country in South America, adding that the company had already embarked on land
procurement opportunities for people living in the area.  "We are separating out lands which are critical to the
project from those that are not critical because there is a considerable amount of land available and we are
structuring how and where people can buy these lands," he explained on the conference call. (If the merger is
successful, Benner will join HudBay's board of directors.)
The merger will be a win-win for both companies, HudBay and Skye management believe. It gives Skye access
to HudBay's financial and technical capacity to bring Fenix into production, while it boosts HudBay's
development pipeline.
[…]
Describing Fenix as the most advanced brownfield
project in the world today, Palmiere emphasized
that HudBay is interested in "late-stage
projects" that it can fast-track into production.
"The agreement represents a wonderful opportunity
of taking Fenix to the next level," he told
analysts and investors on the conference call.
And it diversifies HudBay into a "high-margin
base metal."
Palmiere added that by the time the project is in
full production, "we're going to be in a period
of very strong metal prices," noting that a
structural deficit of nickel is accumulating that
will kick in around 2014.
If a superior bid for Skye should come along,
HudBay is entitled to a $14-million break fee.
= = = = = = =
WHAT TO DO
TO MAKE TAX-DEDUCTIBLE DONATIONS for Indigenous and community-based organizations that are
implementing their own community development projects (schools and scholarships, health clinics, solidarity
economy productive projects, etc), human rights and environment projects in Guatemala and Honduras (as well
as El Salvador and Chiapas), and resisting the harms caused by large-scaled “development” projects (like
mining), make check payable to "Rights Action" and mail to:
* UNITED STATES: Box 50887, Washington DC, 20091-0887;
* CANADA: 552 - 351 Queen St. E, Toronto ON, M5A-1T8. 
CREDIT-CARD DONATIONS: http://www.rightsaction.org/Templates/donations_index.html
EDUCATIONAL DELEGATION-SEMINARS:  Consider forming your own group and coming on an
educational seminar trip to learn more about community and Indigenous development, human rights and
environmental issues in Guatemala and Honduras.
2nd HEMISPHERIC GATHERING AGAINST MILITARIZATION – HONDURAS, OCTOBER 3-5:  !Para
callar las armas, hablemos los pueblos! (To quiet weapons, the people must speak!)  For more information or to
attend this gathering in La Esperanza, Intibucá, Honduras:  (504) 783-0817; copinhonduras@yahoo.es;
antimilitarizacion@gmail.com; www.antimilitarizacion.blogspot.com.
3rd SOCIAL FORUM OF THE AMERICAS – GUATEMALA, OCTOBER 7-12:  Thousands of people from
across the Americas are expected at this gathering to debate and discuss (and enjoy awesome music, art and
theater) how Another World Is Possible … And Necessary.  For information or to go:
http://www.fsaguatemala.org/.
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5th “SOLIDARITY ECONOMY” FORUM / FAIR – GUATEMALA, NOVEMBER 27-30:  Come learn about
“Solidarity Economy”, a challenge and alternative to the dominant “free trade” development model, and
participate in the 5th Annual “Solidarity Economy Forum/Fair” to be held in Chimaltenango.  For information or
to go: escriba en espanol a: redraisgt@gmail.com.
JOIN: Rights Action’s listserv and newsletter lists (info@rightsaction.org).
CREATE YOUR OWN E-MAIL LIST: and re-distribute this and other information.
DAILY NEWS: listen to the www.democracynow.org news program and read www.dominionpaper.ca/.
READ: Eduardo Galeano’s “Open Veins of Latin America”; Howard Zinn’s “A People’s History of the United
States”; Naomi Klein’s “The Shock Doctrine”; Paolo Freire’s “Pedagogy of the Oppressed”.
SMILE: And live to make another world is possible, everyday.
RIGHTS ACTION  --  Based in Guatemala, Rights Action (with tax-deductible legal status in Canada and
USA) funds and works with community-based Indigenous, development, environment and human rights
organizations in Guatemala and Honduras, and also in El Salvador, Oaxaca and Chiapas; and educates about and
is involved in activism related to global development, environmental and Indigenous and human rights struggles.
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