WEST AFRICA

NEWCOMER

AIMS AT 300,000 0Z/Y OF GOLD

Vancouver-based junior gold exploration company PMI Gold Corporation,
currently focused on exploration and development in Ghana, is planning to
spend some US$250 million to launch three gold operations within the next

three to five years.

his is the word
from PMI president
and CEO Douglas

MacQuarrie, who also reveals
that PMI, which trades on

the Toronto and Frankfurt
stock exchanges, is in the
process of preparing a
prospectus to apply to co-list
on the Australian Securities
Exchange. The company
controls 537 km? of gold
exploration concessions and
mining leases in Ghana in the
middle of one of the world’s
most productive gold mining areas, commonly known as
the golden triangle.

PMI president and CEO
Douglas MacQuarrie.

Explaining the reason behind the planned co-listing
development, he points out that the West African gold
sector is quite hot at the moment, and the Australians
have had quite a bit of success in that market. “There’s an
awful lot of liquidity floating around the market place for
another West African gold developer, and we are stepping
into the market in that environment,” he tells Mining
Review Africa.

“We are trying to raise sufficient funds, firstly to make
our Obotan project a lot bigger, and secondly to advance
the exploration/permitting at our Kubi project towards a
production decision” he explains.

“We are aiming for early October to complete the ASX
co-listing if everything goes well,” MacQuarrie says. “We
have just received the maiden resource estimate for our
Obotan project, which has increased our total resources
by 132%, to over 2.1 million ounces. This increase in our
resource base should cause a major upward revaluation
in our share price, which will of course drive the ASX
listing and facilitate raising the funds we need for both
Kubi and Obotan,” he adds.

Located 15 km south of AngloGold’s Obuasi mine, the
Kubi operation is the smaller of the two; however it is
more advanced as it already has a mining lease issued.

“An NI43-101-compliant resource statement estimates

a total of 920,000 oz of gold at the Kubi main zone

— 604,000 oz indicated and 315,000 oz inferred,”
MacQuarrie says. “A pre-feasibility scoping study by
Golder Associates suggested that a 60,000 ounce a year
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Typical quartz vein found at PMI Gold’s prop

underground mine was justified from a throughput of 500
— 750 tonnes a day. Life of mine would be about 14 years.

“We are updating the scoping pre-feasibility study, and we
have changed shaft access to a decline access to get a
little earlier cash flow,” MacQuarrie reveals. “We estimate
a 350,000 oz potential mining reserve at about 7.0 g/t,
but we will be doing more drilling to upgrade the indicated
resources prior to a production decision. Our basic plans
once we've secured the financing are to get underground
and take a bulk sample for metallurgy. We are actually
doing what you would call an internal feasibility study.

It will focus on three issues: environmental review and
permitting, drilling underground to upgrade the resource
from indicated to measured, and completion of the
metallurgical tests.”

Based on the results from the above programmes,

PMI will then decide to proceed to full feasibility and
production. “It's an absolutely excellent project and our
preliminary economic assessment indicates that Kubi

Overview of the pit at Obotan.



Drilling of 1,645 holes totalling 148,346 metres at Obotan has led to the
release of a maiden NI 43-101 mineral resource report of over 1.2 million
ounces inferred and indicated.

will throw off just over US$30 million a year in pre-tax
earnings, and that’s after all the royalties have been
paid. It has already had about US$25 million spent on
exploration,” he says.

“We believe more in an African mining model, as opposed
to a North American or Western model. We are better off
using more people and lower tech equipment, instead

of high capital, very high-tech equipment. It's Africa, and
if we apply that model to our operations in Ghana it will
certainly lower the capital costs significantly and bring
more benefits to the local area,” says MacQuarrie.

WEST AFRICA

“We are working on an initial capital expenditure
figure of US$50 to US$60 million for Kubi — that
includes US$25 to US$30 million for the mine and
mill complex, and another US$15 million-plus for
sustaining capital until we have cash flow,” he
calculates.

“The proposed ASX listing will give us a lot more
exposure and liquidity. Initial plans for a $10 million
raise would see about $7 million towards Obotan
for the aggressive drilling programme it requires,
and the balance for advancing Kubi and to cover
overheads. All of that work should be done over the
next year, and we should be in a position to decide
on our options then.”

PMI would like to build the mine and plant as

soon as the exploration, permitting and funding

are arranged. It feels that at Obotan there is a two
million ounce gold exploration target underneath
one of the old pits. “The new resource statement will take
us down to a level of 150 to 200 m, and | think we can
then drill everything down to the 300 to 350 m level, which
could possibly double the resource.

“Kubi is a 750 tonne per day selective high-grade
operation, and one would not be able to push it beyond
65,000 ounces a year,” MacQuarrie predicts.

Obotan is a different animal. “When the former owner gave
up the property and did the reclamation under a very low
gold price back in 2003, there was about 700,000 oz at
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A relaxed shot of PMI Gold’s management team, which has spent six yeé’rs on

land acquisition in Ghana.

2.2 g/t left in the reserves,” he explains. “Our new resource
estimate is for 1.1 million ounces.”

If you do a quick back of the envelope study, at the current
gold price that mineralised rock is worth somewhere
around US$70/t; and mining, milling, and trucking come to
US$25 to US$30/t. “So there would appear to be a US$30
to US$35/t margin on somewhere around six million
tonnes,” he calculates.

“The fact is that if we can drill and
successfully double that resource to
2.0 million ounces, it would probably
justify us building our own separate
mill for Obotan. If not, we still have
the option of direct shipping to other
mills in the area.

“Ultimately, we would probably look
at production from the surface, and
at building a 2.0 to 2.5 million tonne
a year plant, and you’re probably
looking at production of about
100,000 oz to 125,000 oz a year,”
MacQuarrie adds.

Then there is another opportunity

as one moves underground
underneath the Nkran pit. “There is
an exceptional ore shoot which looks
likely to go to quite a bit of depth.
There are already drill intersections
at 650 and 700 m, and it seems to be just as strong as

at the surface. What | need now is some drill holes at
around 1,500 m, so we are planning to put in some deep
drill holes to ensure that when we plan the mine at Obotan
we consider the bulk mining underground option,” he
explains.

“Certainly if we can show that these findings do go down
to 1.0 to 1.5 km, we’ll be looking at several million ounces
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