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PMI Gold Corp. (TSXV: PMV; ASX: PVM) – Updated resource estimate more than triples the resource 

at Obotan - Raising valuation 

 

Sector/Industry:  Junior Mining/Exploration                                                              www.pmigoldcorp.com 
 

Market Data (as of January 13, 2012) 

Current Price C$1.06 

Fair Value C$1.60 (↑) 

Rating* BUY 

Risk* 5 (Highly Spec) 

52 Week Range C$0.36 - C$1.42 

Shares O/S 200,144,584 

Market Cap C$212.15 mm 

Current Yield N/A 

P/E (forward) N/A 

P/B 3.6x 

YoY Return 55.9% 

YoY TSXV -32.9% 
*see back of report for rating and risk definitions 
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Investment Highlights 

• An updated NI 43-101 at Obotan reports a more than 3 times 
increase in resource estimates to 3.22Moz in the measured and 
indicated category, and 1.29Moz in the inferred category. 

• A recently completed PEA at the Obotan project calculated an 
after-tax NPV (@5%) of US$416.4 million. 

• PMI continues aggressive drilling at Obotan as part of the 
ongoing 40,000 meter drill program.  

• Multiple gold anomalies identified at Kubi during the recent 
shallow auger drilling program.  

• Near term upside catalysts include an updated resource estimate 
(Q1 2012) to incorporate an additional 18,783m of extensional 
and in-fill drilling. 

• At the end of Q1-2012 (ended September 2011), the company 
had $22.41 million in cash. We estimate the company currently 
has about $25 million in cash - which will be more than 
sufficient for the next 12 months.  

• PMI’s shares are up 56% YOY. We have raised our valuation 
from $0.79 to $1.60 per share primarily due to the significant 
increase in the resource estimate.  

 

Key Financial Data (FYE - June 30)

(C$) 2011 Q1-2012

Cash 28,659,345                 22,412,529                      

Working Capital 27,940,884                 20,505,850                      

Mineral Properties 31,353,377                 38,044,524                      

Total Assets 61,270,929                 61,975,914                      

LT  Debt -                             -                                   

Net Income (5,150,357)                 (1,836,716)                       

EPS (0.03)                          (0.01)                                 
 

PMI Gold Corp. controls two advanced stage gold properties in Ghana with a combined resource of 3.45 million ounces 

Measured and Indicated, and 1.40 million ounces Inferred.  The ongoing aggressive drilling program continues to define 

extension of the deposit and build on the existing resource base.     
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Obotan Gold 

Project, Ghana 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

NI 43-101 Resource Estimate 

 

On October 13, the company announced an updated resource estimate for the Obotan Gold 
Project located in Ghana, West Africa.  The previous resource estimate for the project was 
published in August 2010, as detailed in our last report of January 13, 2011.  The updated 

estimate increases the total resource more than 3 times to 3.22Moz in the measured and 

indicated category, and 1.29Moz in the inferred category.  The following table gives a 
comparison of 2010, and 2011, resource estimates for the project. 

 

Category Tonnes Au g/t Oz Tonnes Au g/t Oz 

M & I 3,064,000 1.59 156,000 42,170,000 2.40 3,220,000

Inferred 15,637,000 2.10 1,053,000 17,540,000 2.35 1,290,000

Total 18,701,000 1.85 1,209,000 59,710,000 2.38 4,510,000

2010 Resource Estimate 2011 Resource Estimate

 
       Source: Company data 

The latest estimate is based on drilling carried out by PMI as part of the continuing drill 
program, and was completed by SRK Consulting (“SRK”), of Perth Australia.  An 

additional 85 holes totaling 26,605 meters of diamond drilling carried out since the 

previous resource estimate has allowed the company to expand and upgrade the 

resource.  The estimate comprises the four known deposits on the property; the primary 
Nkran despot, and the satellite Abore, Adubiaso and Asuadai zones.  A breakdown of the 
resource for each zone is presented in below.  

 
                                         Source: Company 
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As can be seen in above, the majority of the resource (76%) is contained within the Nkran 
deposit, which is the largest deposit on the property, and remains open at depth and along 
strike to the southeast.   
 
The company has stated that the current estimate is an interim update, and will be updated 
again in Q1 2012, to incorporate an additional 75 holes totaling 18,783 meters of extensional 
and in-fill drilling.    
 

Preliminary Economic Assessment  

 

The company recently announced a positive preliminary economic assessment (PEA) for the 
Obotan Gold project.  
 
Parameters assumed for the PEA use open pit mining with a strip ratio of 7.6:1.  Ore will be 
processed using a CIL (carbon-in-leach) plant with a capacity of 3.0Mtpa and up to 
3.84Mtpa for soft oxides.  Gold recoveries are estimated at 93% and annual production is 
expected to be 205,600 ounces for the 11.2 year mine life.  
  
Using a gold price of US$1,300/oz, the PEA calculated a pre-tax NPV (@5%) of US$680.5 

million, and an after-tax NPV (@5%) of US$416.4 million.  This results in a payback 
period of 2.9 years, with a pre-tax IRR of 42% and post-tax IRR of 31%.  
 
The following table shows a summary of the PEA. 
 

Obotan Gold Project PEA

Contained Gold 2.26 million ounces 

Total gold produced 2.1 million ounces

Average gold grade 2.32 g/t

Average annual gold production 205,600 ounces

Life of mine (incl. 1 year pre-strip) 11.2 years

Average recovery rate 93%

Initial capital expenditures
US $183.5 million (incl. US $23.2 

million contingency)

Working capital US $21.9 million

Long-term gold price US $1300 /oz

Operating cost per oz US $690.2 

NPV (pre-tax) US $680.5 million (PV @5%) 

NPV (after-tax) US $416.4 million (PV @ 5%)  
 
Our valuation  (average of DCF, real options and comparables) at the time of our previous 
report on Obotan + Kubi was $147 million. However, this estimate is not quite comparable 
to the PEA estimate as the resource estimate on Obotan has more than tripled since our last 
report.  
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At the time of our previous report in January 2011, the company's goal was to 

commence construction in 2012. This timeline has been changed. The company now 

plans to complete a Feasibility Study (FS) by the end of Q2 2012, followed by a 

development decision in Q3 2012.  Longer terms goal are to start plant commissioning in 
Q4-2013, and gold production by the start of 2014.  
 

Exploration Update 

 
Drilling at Obotan has primarily focused on the largest Nkran deposit as part of PMI’s 
ongoing 40,000 meter drill program.  Drilling aims to define a resource amenable to open pit 
and ultimately, underground mining.  A maximum of three drill rigs were operating at the 
Nkran deposit from January to May, when PMI relocated one rig each to the satellite 
Adubiaso and Asuadai deposits.  PMI has completed 267 diamond drill holes for a total of 
68,375 meters at Obotan to date.  

 

Figure 1. Obotan Gold Project deposit locations.  

 

 
                                     Source: Company 

 

PMI has sourced an additional three drill rigs due to start operations.  We believe this is 

positive and demonstrates that the company is committed to the ongoing aggressive 

exploration program and resource expansion.    
 

Nkran Zone 
This Nkran zone has a historical open pit reported to have produced 590,000 ounces at 2.2 
g/t gold.  In-fill and step out drilling aims to confirm mineralization within the deposit, as 
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well as delineate extension to the resource both down dip and along strike adjacent to the 
existing open pit.  
 

Figure 2. Cross section showing the latest drill holes, Nkran deposit 

 
                                   Source: Company 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
A selection of drilling highlights is summarized in the following table.     
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Hole
From 

(m)
To (m)

Interval 

(m)

Weighted 

avg grade 

(g/t)

NKR10-018 262 480 218 1.83

Inc. 291 313 22 6.48

Inc. 301 302 1 101.00

NKR10-022 273 519 246 1.27

NKR11-035 338 393 50 1.63

NKR11-038 386 504 118 2.43

Inc. 405 428 23 3.66

NKR11-050 393 435 42 2.83

Inc. 407 418 11 4.19

NKR11-068 390 413 23 3.17

NKR11-065 345 355 10 15.04

411 427 16 2.35

NKR11-070 466 495 29 4.27

NKR11-077 501 538 37 3.08

Inc. 501 508 7 4.57

532 538 6 8.58

NKR11-079 555 623 68 1.88

Inc. 604 623 19 2.26  
                                    Source: Company 

 

 

It should be noted that all the intervals are expressed as down-hole core lengths and do not 
reflect the true width of the mineralized intercept.  PMI estimates that true widths are 60% to 

70% of the drill core interval.  Weighted average grades are uncut.  
 
Drilling has allowed PMI to establish continuity of mineralization within the deposit.  
Results suggest that higher grade intercepts, such as 6.48 g/t Au over a length of 22 meters in 
hole NKR10-018, are hosted within wider zones of continuous lower grade mineralization.  
In addition, widely spaced deep drilling in 2011 suggests that mineralization extends to 
depths below 600 meters.  We believe this demonstrates that potential exist for 

significant resource growth through future exploration.  Mineralization remains open at 
depth and along strike to the east.      
 
Asuadai Zone 
 
Drilling was aimed to delineate possible oxide gold mineralization at shallower depths and to 
define the potential for early cash flow opportunities for the company.  Asuadai is the only 
deposit on the Obotan property that does not have an existing open-pit.  The following table 
shows significant results from 2011 drilling at the Asuadai Zone. 
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The Kubi 

Project, Ghana 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Hole
From 

(m)
To (m)

Interval 

(m)

Weighted 

avg grade 

(g/t)

ASP11-013 76 99 23 1.63

Inc. 80 81 1 18.25

ASP11-018 76 92 16 1.82

Inc. 82 85 3 3.06

Inc. 88 91 3 3.55

ASP11-037 77 104 27 1.36

Inc. 20 82 2 4.34  
                            Source: Company 

 
Asuadai is on the same geological structure as Nkran, located approximately 11 kilometers 
to the north-northeast (Figure 1).  We believe drilling has identified multiple zones of 

mineralization that will allow PMI to upgrade and expand the resource at this deposit.  

The resource has significant expansion potential and management has stated that they intend 
to conduct further drilling down dip to the west to increase the resource base.    
 
In our previous report of January 2011, we stated that PMI plans to drill additional shallow 
auger holes at Kubi, aiming to extend the prospective mineralized zone.      
 
At the end of September 2011, a total of 8,623 meters of drilling had been completed 
defining multiple gold anomalous targets.  Initial line spacing was 200 meters with 25 meter 
on-line spacing, reduced to 100 meters with in-fill drilling in areas that encountered 
mineralized anomalies.       
 
Drilling has identified four primary east-northeast trending structures hosting multiple 100-
400 meter long gold anomalies, as can be seen in Figure 3.  The 513 prospect has been 
extended over 1 kilometer in strike length.  We believe the results are positive and 

highlight the significant potential for gold mineralization at Kubi.    
 
PMI intends to follow up with deep exploration holes starting in Q4 2011, aiming to define 
mineralization along the Ashanti Shear and parallel Kubi Shear structure.  Drill targets have 
been selected based on anomalies identified by the recent sallow auger drilling.     
   
The following grade contour map is based on 2,401 assay results, with a further 1,800 assays 
pending analysis.  
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Land Access 

Agreement  

 

 

 

 

 

Changes to 

Management 

 

 

 

 

 

 

 

 

 

Figure 3. Grade contour map from auger drilling at Kubi 
 

 
                                Source: Company 

 

In December 2011 the company announced that they had reached an agreement to acquire a 
property within the Abore-Abirem license. The property is adjacent to the Nkran deposit 
open pit and includes former administration and accommodation buildings.  As part of the 
agreement, PMI will pay an initial US$500,000 followed by a further payment of US$4.5 
million to be paid when the company raises the necessary capital for the proposed mining 
operations at Obotan, or September 30, 2012, which ever is sooner.     
 
On April 11, 2011 the company announced that Mr. Douglas MacQuarrie had resigned as a 
Director of the company. 
 
Since our previous report, PMI has made four additions to the management team.  
Biographies of the newly appointed members, as provide by the company, are as follows;    
 

Collin Ellison, B.Sc. (Mining), C. Eng. - Managing Director & Chief Executive Officer 

Mr. Ellison is a Professional Mining Engineer with thirty five years of experience in mining 
project evaluation, development, implementation and operation. During his career, Mr. 
Ellison has built and operated nine resource projects and companies in Africa, Australia, 
Asia, Central Asia and North America. He was previously the President & Chief Executive 
Officer of Goldbelt Resources Ltd., and was responsible for the development of the Inata 
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gold mine in Burkina Faso and subsequently as President & Chief Executive Officer for 
Asian Mineral Resources Limited for the development of the Ban Phuc nickel project in 
Vietnam. 
 
Thomas Amoah – Vice President Exploration  
Mr. Amoah joined the Company in May 2011. He is a geologist with over 15 years' 
experience in gold, bauxite and iron ore exploration, and resource and project development 
in West Africa. He was previously the Exploration Manager for Avocet Mining in Burkina 
Faso and played a key role in developing and extending the resources at the Inata Gold 
Project and other deposits at the Belahouro Project area. He has worked extensively in 
Ghana and Sierra Leone during his time as a consultant with Resource Services Group (now 
Coffey Mining). Mr. Amoah's experience in exploration and resource evaluation will be 
invaluable to PMI as it continues its development of a Pre-Feasibility Study at the 
Company's Obotan Project in Ghana. 
 

Michael Allen, B.Com., ACA - Chief Financial Officer 
Mr. Allen is a Chartered Accountant with some 30 years' experience, which includes senior 
financial executive appointments in the mining, advisory and investment industries. Mr. 
Allen was the Chief Financial Officer and Company Secretary for ASX listed Dragon 
Mining NL. He was involved in the acquisition of mining assets in Finland and Sweden and 
managing the associated ongoing financial responsibilities, including those associated with 
the development of a gold mine in Sweden. He has also worked with Resolute Mining, the 
original owners of PMI's Obotan Gold Project in Ghana, Golden Pride and AngloGold. Most 
recently, Mr. Allen has been a Principal in the Corporate Finance division of RSM Bird 
Cameron in Perth, where he provided advice to a range of clients. He is a member of the 
Australian Institute of Company Directors and the Australian Shareholders' Association. 

 

We believe these appointments are positive for PMI as both Collin Ellison and Thomas 

Amoah have significant experience in developing junior mining companies in Africa.  It 
confirms the company’s long term strategy to advance the project through the pre-feasibility 
stage to production.   
 
At the end of Q1-2012 (quarter ended September 2011), the company had $22.41 million in 
cash. The table below shows the company’s cash and liquidity position at the end of Q1-
2012. 

 
(in C$) 2011 2011

Cash 28,659,345                 22,412,529                      

Working Capital 27,940,884                 20,505,850                      

LT Debt/ Assets -                             -                                   

Burn Rate (per month) (994,257)                    (574,985)                          

Cash Flows From Financing 37,727,940                 653,000                            
 
We estimate PMI’s burn rate (cash spent on operating and investing activities) was about 
$0.57 million per month in Q1-2012, compared to $0.99 million per month in FY2011 (12 
month period ended June 2011).   
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At the end of September 2011, the company had 15.50 million options (weighted average 
exercise price of $0.70) and 44.79 million warrants outstanding (weighted average exercise 
price - $0.24). Since then, the company has raised $4.76 million through the exercise of 
options and warrants.   
 

We estimate the company currently has about $25 million in cash - which will be more 

than sufficient for the next 12 months.  

 

Our revised valuation on the company is $1.60 per share, up from our previous estimate of 
$0.79 per share. The valuation increased primarily because of the significant increase in 
Obotan's resource estimate. The following table shows a summary of our revised valuation.  
 

Valuation Summary Revised Previous

DCF $1.55 $0.83

Real Options $1.79 $0.90

Comparables $1.45 $0.64

Average $1.60 $0.79
 

 
The following table shows the sensitivity of our valuation to changes in our long-term 
(2104+) gold price assumptions. 
 

Gold (US$/oz) Fair Value

$1.60

$900 $0.92

$1,000 $1.15

$1,100 $1.37

$1,200 $1.60

$1,300 $1.82

$1,400 $2.05  
 

We have maintained our BUY rating and raised our fair value estimate from $0.79 per 

share to $1.60 per share.  

 

The following risks, though not exhaustive, may cause our estimates to differ from actual 
results: 
 

• The success of drilling, expansion and determination of favorable resource estimates 
are important long-term success factors for the company. 

• The value of the company depends heavily on commodity prices. 

• Access to capital and share dilution. 

• The company does not currently have any producing mineral properties. 
 

  We rate the company’s shares a RISK of 5 (Highly Speculative).  
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Fundamental Research Corp.  Equity Rating Scale: 

Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.  
The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure is 
conservative with little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less sensitive 
to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive free cash 
flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use of debt. 
 
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are sensitive 
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry averages, and 
coverage ratios are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a 
turnaround situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  
Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues, and may rely on external funding.  
These stocks are considered highly speculative. 
 

Disclaimers and Disclosure 

The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates and 
opinions  based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.   
There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does not own any shares 
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company.    Fees were paid by PMV to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes steps to ensure independence 
including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts 
may not trade in any security under coverage.   Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are 
protected contractually.  To further ensure independence, PMV agreed to a minimum coverage term including four updates.   Coverage can not be unilaterally 
terminated.   Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access 
users through various other channels for a limited time.  The performance of FRC’s research is ranked by Investars.  Full rankings and are available at 
www.investars.com.   
 
The distribution of FRC’s ratings are as follows:  BUY (68%), HOLD (8%), SELL (4%), SUSPEND (20%). 
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscribe.php for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but are 
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; 
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in 
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making 
these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for revisions or 
changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent 
updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
 


