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             First two  mini -scoops delivered to site – April 2008  

 

Quarterly Period to March 31 st, 2008 INVESTOR UPDATE  

�  Delays to new mining equipment have contributed to lower Q1 
production of 4,985 oz gold equivalent  

�  The arrival of key mining equipment is forecast to have a material 
positive impact on production during the rest of 2008 

�  Implementation of a revised mine plan and optimisation of the mining 
method at Palito expected to enhance productivity and mine grades 

�  New areas of high-grade mineralisation on the PMZ and adjacent 
structures to contribute to production 

�  Geophysical survey indicates eight previously undetected large 
targets     

 

 

Graham Roberts    Mike Hodgson                          
Chairman     CEO  

 

Following last year’s mining problems, we look forward to a much 
improved 2008. The focus is on profitable, quality production as well 
as establishing a detailed understanding and quantification of the 
wider ore potential in the Palito / Jardim do Ouro district.  However, 
the first quarter has been very disappointing operationally.  New 
equipment scheduled to be delivered early in the period was seriously 
delayed as the manufacturers were unable to adhere to their 
production schedules.  

This delay came at the same time that we experienced an abnormal 
level of downtime with existing equipment.  This limited our drilling 
capability in the early part of the period and in particular our ability to 
mine the higher grade stoping blocks.  The affected equipment is now 
operational again and the arrival of additional equipment will limit the 
future impact in the unlikely event of similar problems. 

After these setbacks we are now pleased to announce that this 
important mining equipment has now started to arrive at site and much 
improved results are now anticipated.  The first two mini-scoops and 
the first drilling mini-jumbo arrived on site in April and will be followed 
by a number of other key items during the rest of the second quarter.  
The introduction of this equipment and revised mining plans are 
expected to lead to a significant escalation of production during the 
rest of the year.   

Operations and Outlook 

As discussed in the Q4 2007 Investor Update, the main goal in 2008 is 
to produce some 40,000 of gold equivalent ounces at sub $400/oz 
AuEq cash costs, through the following measures:   

�  Expanding the mining fleet with specialised narrow-vein 
mining equipment 

�  Improved mine planning, management systems and 
personnel training  

The introduction of specialised narrow-vein, “slim-size” machines will 
enable mechanised mining of narrower development drifts, with the 
overall aim of reducing mining widths in ore from 1.8m to an average 
of 1.2m, thus greatly benefitting mined ore grades.  The range of slim-
size machines coming to Palito includes two new drilling rigs (mini-
jumbos), one for face drilling and a second for long-hole stoping and 
four narrow scoops (mini-scoops) to complement the three existing 
larger scoops already in operation.  Despite our best efforts to obtain 
the equipment from the manufacturers as quickly as possible, we 
suffered severe delays in delivery which had a direct and adverse 
effect upon Q1 production.  This was further compounded by the 
failure of some of the existing equipment, which only made the delays 
in the delivery of new equipment harder to tolerate.  These failures 
impacted primarily on activity in January and February but with the 
return to operation of this equipment during March, mine production 
has now improved. 

 

Despite these production difficulties, considerable success was 
achieved over the quarter in optimising the long-hole stoping 
technique, which last year proved to be problematical.  Narrow 
stoping widths of 1.2m are now being achieved and at times, where 
required, even narrower.  The combination of improved long-holing 
and the use of specialized narrow-vein mining equipment is forecast 
to bring greater selectivity and improved grades. Planning for the year 
anticipated the possibility that Q1 2008 production might be adversely 
affected by these delays and we remain optimistic that the 2008 
targets of approximately 40,000 oz AuEq at costs of sub $400/oz 
AuEq can be met with the following key actions now in progress:  

·  Staged delivery of additional mining fleet 

·  The mining of the Ruari’s Ridge oxide deposit by open pit 

·  Continued refurbishment of the process plant to maximise its 
capability in preparation for latter part of 2H 2008 

Exploration 

During mid-2007, a decision was taken to escalate and focus 
exploration activities on assessing the full potential of the Jardim do 
Ouro (JdO) district, with the objective of turning exploration success 
into production ounces as quickly as possible.  As a result, the 
company increased its efforts on the near-mine area, and during Q1 
2008 over 9,000m of drilling was completed across known near-mine 
prospects.   

Besides drilling activity, and as reported in January, the company 
completed its most ambitious exploration activity to date by flying a 
6,000 hectare, helicopter-borne electromagnetic (VTEM) geophysical 
survey at the start of the year.  The results have now been received 
and the initial review indicates potential for an additional eight 
mineralised bodies within the Jardim do Ouro district.  Detailed 
analysis of the results is ongoing but an initial drilling campaign on 
selected targets is due to commence during this quarter. 

With the deployment of new mining equipment, refinement of the 
mining method to improve ore quality and additions to the mine 
management team, we believe we are now well placed to achieve 
significant production improvements during the rest of 2008.  
Furthermore, it is hoped that during the year we can significantly 
advance our existing prospects and the new near-mine exploration 
prospects being generated.  If successful we should be in a position to 
expand geological resources and during the next twelve months make 
investment decisions to increase future gold production. This will 
place Serabi on a strong footing to reach its goal of becoming a well 
established, emerging producer. 
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The first two mini-scoops (originally scheduled by the manufacturer to 
be on site in January) and a mini-jumbo drilling rig arrived in mid-April. 
However, this three month delay adversely affected production in Q1. 
Because of these delays, lower production grades (and consequent 
ounces) continued in the first quarter of 2008, resulting in 4,985 
ounces gold equivalent.  Abnormal levels of downtime of existing 
equipment compounded the effects of the delays. In particular during 
January and February, we suffered a reduction in drilling capability 
and in particular our ability to mine the higher grade stopes. 
Production was therefore principally from development mining with its 
associated lower grade. March was a significantly improved month 
with production of almost 2,500 ounces as stope production was 
restored. 

Our 2008 planning incorporated lower grades and productivity in Q1, 
with increases in production anticipated with each subsequent quarter 
as the new mining equipment and other initiatives take effect.  A 
steady flow of new equipment will now take place at Palito in Q2, with 
a further two mini-scoops and a second ‘slim-line’ drilling jumbo 
scheduled to arrive during May. These should be operational before 
the end of the second quarter.   

 In addition to the anticipated improvements in the underground mine, 
we also plan to start production from a small open pit on the Ruari’s 
Ridge oxide deposit.  This is expected to commence towards the end 
of Q2, once the rainy season is over.   

Elsewhere operational performance has been good. Work has 
continued on the cyanidation plant upgrade and should be completed 
during Q2, with an overall plant recovery improvement forecast at 
+2%.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
2008 Operating Plans 

As reviewed in the Q4 2007 Investor Update, with the reduction in 
sub-level spacing, mining has reverted back to long-hole stoping but 
over shorter stope heights, allowing better selectivity.   

 

Recent improvements in drilling and blasting techniques have also 
yielded encouraging results and we are confident that we can achieve 
the reduced stoping widths needed to minimize future ore dilution.  
Improvements have also been made in development mining.  
However, because quarterly production has been held back by 
reduced equipment availability and exacerbated by the delays in 
delivery of the new machinery, we will only see significant 
improvement in development rates and grade with the introduction of 
the mini-jumbos and mini-scoops in Q2 and beyond.    

Process plant expansions are not envisaged until we have a clearer 
understanding of the wider reserve potential in the area.  However, the 
lower Q1 productivity allowed essential mill maintenance to be carried 
out in anticipation of increased plant throughputs in Q2 and a full 
overhaul of Mill-1 was completed.  Three mills are now operating at 
optimum performance and are capable of 500tpd average throughput 
rate, while an overhaul of the remaining Mill-3 is scheduled for Q3 
resulting in further benefits to throughput capacity. 

Key production initiatives for 2008 include:  

·  Reducing development widths:  The arrival of the mini-jumbo 
and mini-scoops will allow ‘selective mining’ to be used. 
Development rates will significantly increase as much less waste 
rock is blasted and moved, with targeted minimum mining width 
of 1.2 metres for ore development. 

 
·  Minimum stoping widths : Stope mining widths of less than 1.2 

meters are already being achieved where required. 
 
·  Introduction of cross-cuts:  The close spacing of the vein 

structures allows cross-cuts to be established between ore-
bodies and therefore multiple access to development drives can 
be established.  These will allow stoping to be undertaken 
concurrently with ongoing sub-level development.  This in turn will 
improve the stoping:development ratio in the mine plan, provide 
more efficient depletion of each level, better utilisation of 
equipment, reduce the need to open new levels at depth, and 
defer mine deepening and associated capital investment. 

 
·  Commence production of oxide ore from the Ruari’s R idge 

Deposit  
 
During Q1, the plant was constrained by the lack of mine production.  
Following arrival of the new mining fleet in Q2 and the above 
initiatives, underground mining is expected to meet fully the 
capabilities of the plant during Q2.  Thereafter completion of the Mill-3 
overhaul is forecast to improve overall mill throughput rates by 20% in 
order to meet further increased mining rates expected during the 
second half of the year.      

With the delivery of the mining fleet in Q2 and multiple ore sources 
scheduled for mining (seven ore-bodies planned to be in production 
during this year, compared with three in 2007), supplemented by the 
Ruari’s Ridge oxide mini-pit, we anticipate much improved mining 
flexibility and production benefits.  We are therefore looking forward to 
a substantial improvement in Q2, a much stronger second half for 
2008 and remain optimistic that we can reach the production target of 
some 40,000 gold equivalent ounces at an average cash operating 
cost below $400/oz.   
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(1)  Provisional  (2)  Includes Copper and Silver 

Palito – Operating Results (1) 

    2008 2007 

    Q1 Q1 Q4 

Total 
Mined  t 57,542 55,251 56,926 

(per day)   (632) (614) (619) 

Mined Ore t 33,022 42,217 41,148 

(per day)    (363) (469) (447) 

Milled t 32,479 42,705 40,481 

(per day)   (357) (475) (440) 

Head 
Grade g/t 4.52 6.50 5.40 

Recovery % 89.00 89.60 89.80 

Gold oz 4,217 8,044 5,989 

Copper t 85.80 125.60 110.40 

Gold 
Equivalent 
(2) 

oz 4,985 9,301 7,069 
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The change in emphasis to escalate the evaluation of mine-site and 
near-mine opportunities came with Serabi’s desire to understand and 
quantify the full potential around the established mine area and to 
expedite the transition of exploration success into production ounces.  
In order to realize this potential there will be a significant escalation of 
the company’s exploration activity, which is reflected in an increased 
budget for 2008 of up to US$9m compared with US$6m in 2007.   

Near-Mine Exploration  

As previously outlined, exploration this year will focus predominantly on 
the PMZ depth and strike extensions as well as the near-mine 
properties of the Chico da Santa area, immediately to the north-east of 
Palito Main Zone (PMZ). Further evaluation of Palito West, some 200 
metres to the south-west and the Ruari’s Ridge oxide deposit, 400 
metres to the south-west of the PMZ, will also be continued. 

Late last year, down-the-hole electromagnetic test-work (DTEM) 
suggested the PMZ North area had significant potential to host 
mineralisation to depths of up to 150m below the lowest current sub-
level mine development in that area.  During the quarter, ten holes 
were drilled into this target which have confirmed structural continuity, 
with visual intersections in all holes recording a strong presence of >2% 
sulphides over widths in excess of 1m of the mineralisation. At this 
time, assays are outstanding. 
 
Similar to the PMZ north, DTEM results also suggested down-dip and 
strike extensions of the PMZ South area.  A twelve-hole drill 
programme commenced during the quarter to test these potential 
extensions.  By quarter end, five holes have been completed and 
drilling continues.  Visual results of the core of these five holes, 
combined with results from mine development on PMZ South, suggests 
this section of the mine has much greater potential than previously 
thought. Potential strike extensions to the south and at depth will now 
be investigated.    
 
Results from previous drilling indicated that Palito West (PW) consisted 
of two high-grade mineralised structures, with a strike length of at least 
150 metres and a depth extension of 80m (see Press Release dated 21 

November 2007).  Based on these results, a new ramp is being 
developed from the current Palito underground mine development to 
intersect the PW ore-bodies.  Development of these ore-bodies is 
planned during Q3.  Drilling ahead of the ramp has indicated it will 
intersect numerous additional structures that may or may not be 
commercially viable through selective mining. Meanwhile, drilling re-
commenced during Q2 at PW, mostly concentrating on step-out 
drilling to the north.  This drilling has traced the two main zones a 
further 80m north as well as identifying 3 lesser parallel structures. At 
the time of reporting, not all assays were available, though the trend 
continues to indicate that the PW structures are of very high-grade, 
which should significantly increase the potential size of the mining 
resource at this location.  These structures will all be subject to further 
drilling from within the ramp access when this is completed in Q3.  
  

During the quarter, a 35 drill-hole programme over the Ruari’s Ridge 
oxide deposit was carried out.  On the basis of positive findings, we 
have completed a mine plan and have begun pre-stripping prior to 
commencing oxide ore production before the end of Q2.  Initially this 
will form a supplementary ore source but with increased milling 
capacity for the end of Q3, we anticipate increasing oxide ore 
production and processing further.   

      

 

The understanding of the Chico da Santa mineralisation located 
north-east of the PMZ has changed substantially over the past 3 
months, after the discovery of a number of parallel mineralised 
structures lying between the PMZ and what was previously defined 
as the Chico da Santa prospect (see Press Release dated 11 
January 2008).  Underground cross-cut development from the PMZ 
mine workings has now been established and intersected both the 
‘Cedro’ and ‘Jatoba’ veins.  Subsequently both structures have been 
explored via development drives and although not included in the 
2008 production plan, they are expected to provide mill feed this 
year.  Meanwhile eight holes totalling 2,250m have been drilled into 
the area around Chico da Santa, with three holes returning 
intersections exceeding 20 g/t gold over 0.60m. 
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District Exploration (Jardim do Ouro) 

As reported in the previous Investor Update, a helicopter-borne 
electromagnetic (VTEM) survey was completed in January.  The survey 
covered Serabi’s Palito Mine operation and 6,000ha of surrounding 
exploration tenements to screen the near mine region for massive 
sulphide mineralisation.  The technique also has the ability to explore to 
depths in excess of 400m and locate ‘blind’ targets (those without 
surface indicators such as geological, geochemical or topographical 
anomalies).   

A preliminary assessment of the results has been highly encouraging, 
with eight previously undetected large targets identified and numerous 
new smaller, lower tenor anomalies, potentially associated with 
massive sulphides.  In particular, the interpretation and modelling has 
defined a high priority anomaly along strike of Palito, which 
demonstrated the classic response from a massive / semi-massive 
sulphide body in a vertical, tabular orientation, which was modelled at 
approximately 60m below surface and extends along a 500m strike 
extent. This anomaly lies within an area untested by drilling 
immediately to the north-west of the Palito Mine 

The Rio Novo area - a known target area approximately 5km to the 
southeast of the Palito operations, shows a number of VTEM 
anomalies, interpreted as responses to potential massive / semi-
massive sulphides within alteration. Drill targeting at Rio Novo has 
previously been difficult due to the large, dispersed nature of the 
associated geochemical footprint.  This new geophysical interpretation 
now enhances the drill targeting capability.  
 
While a more detailed review of the data is ongoing, drilling of the 
priority targets already identified will commence in the near future.  
 
In the mining operation, we have suffered from long lead times in 
receiving mining equipment.  On the exploration front we have also 
suffered, along with our peers, through the lack of capacity of 
independent assay laboratory facilities.  As activity in the industry has 
increased, the assay laboratories have not kept pace and as a result, 
sample analysis turnaround times are well below required levels.  Were 
it not for having our own facility at Palito, our exploration programmes 
would have been severely curtailed whilst we awaited results.  
However, for geological resource disclosure, independent verification 
by the ‘Qualified Persons Report’ is required and we have therefore 
taken the decision to contract out the day-to-day management of the 
Palito laboratory facility to Alex Stewart Assayers Ltd from May 1.  
Assay results from the laboratory under independent management will 
then meet the requirement of the ‘Qualified Person’ and thus speed up 
the exploration and resource evaluation programme.  

 
Regional Exploration 
 
Stream sediment geochemical sampling programmes continued over 
the entire 170,000 hectares of landholdings around the highly 
prospective Pizon and Modelo tenements.   

At Pizon, as reported last quarter, 4 north-south anomalous areas were 
identified during the first phase of infill stream sediment sampling and 
significant amounts of visible gold were observed.  As a result, the field 
crews returned to the field in mid-March to complete the final phase of 
stream sediment sampling on the southern and south western portion 
of the tenements. 

 

FOR YOUR INFORMATION: 

Management regularly undertakes investor meetings, copies of the 
presentations along with press releases and Financial Reports are 
available from our office or on our website: 

 www.serabimining.com 
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CONTACT: Serabi Mining plc, 2nd Floor, 30 – 32 Ludgate Hill, London, EC4M 7DR 
�  Tel: +44 (0) 20 7246 6830 �  Fax: +44 (0) 20 7246 6831 �  Email: contact@serabimining.com �  www.serabimining.com 

This document is not intended to and does not amount to an invitation or inducement to subscribe for shares in Serabi Mining plc 

 

Reporting & Press Releases 2007 & 2008  

Oct-25 September Quarterly Investor Update 

Nov-21 Exploration Success at Palito West 

Jan-11 
2007 Production and Outlook for 2008 + New 
Mineralisation Discovery  

Jan-23 December Quarterly Investor Update 

Apr-17 
Preliminary Results Announcement for year 
ended 31 December 2007 

    

Meetings & Conferences 2007 & 2008  

Oct-03 Investor & Media Reception 

Oct-16 Minesite Investor Forum - London  

Nov 20 - 21 Mines & Money 2007 Conference - London 

Jan-08 Investor meetings 

Apr-23 Mining Journal's 20:20 Investor Series GOLD 
DAY - London 

    

Media & Broker Coverage 2007 & 2008  

Oct-15 Matrix Corporate Capital - Research report 

Oct-25 Ambrian Partners – Research comment 

Oct-25 Numis - Research comment 

Nov-16 Ambrian Partners - Sector review 

Nov-22 Minesite   

Jan-11 Numis - Research comment 

Jan-11 Ambrian Partners - Research comment  

Jan-17 Michael Hodgson – Interview with CNBC 

Jan-25 Ambrian - Quarterly Review 

Jan-25 Numis - Quarterly Review 

Jan-28 Proactive Investors - Article: Wendy Durham 

Jan-30 Numis - Full Report 

Feb-09 Proactive Investors Magazine Issue 9 

Feb-15 Minesite - Article: Alastair Ford 

Feb-25 Seymour Pierce 

Apr-17 
Analyst comments - Seymour Pierce, Ambrian, 
Fairfax IS 

Apr-20 Minesite - comment 

 


