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Merrex Gold Inc. (TSX.V: MXI)–Initiating Coverage; Gold, Zinc, and Nickel in Canada and Mali

Sector/Industry: Junior Mining/ Gold/ Zinc/Nickel www.merrexgold.com

Market Data (as of November 14, 2007)
Current Price C$0.68
Fair Value C$1.12
Rating* BUY
Risk* 5 (Highly Spec)
52 Week Range C$0.60–C$1.13
Shares O/S 54,576,570
Market Cap C$37.11 mm
Current Yield N/A
P/E N/A
P/B 4.06
YoY Return -15.0%
YoY TSXV 12.2%

*see back of report for rating and risk definitions
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Investment Highlights
 Merrex is primarily focused on the advancement of the 95% owned

West Mali Siribaya Gold and the 100% owned Jubilee Zinc
projects.

 The West Mali Siribaya Gold project is a new gold discovery in a
prolific gold mining belt. Results to date have been consistently
good grade; a strike length of 7 kilometers has been confirmed
through drilling, and recent geochemical results have expanded the
mineralized zone along strike and to the west.

 The Jubilee Zinc-Lead property in Cape Breton, Nova Scotia has a
NI 43-101 resource estimate of 3.1 million tonnes grading 3.81%
zinc and 0.89% lead. The property is remarkable for its
consistently high-grade mineralization over a long strike length.
Significant expansion potential exists within the Jubilee Property
and on the additional zinc-lead properties in Merrex’s Regional 
Zinc Project.

 The company also holds 100% interest in several Red Lake,
Ontario area gold exploration properties and a 50% interest in the
West Voisey’s Bay, Labrador nickel exploration property in joint 
venture with Celtic Minerals.

Risks
The value of the company is dependent on the success of drilling,

expansion, and determination of favorable resource estimates.

*Merrex has raised $7.40 million since the end of Q3-2007.
Merrex Gold Inc. is focused on two advanced exploration properties: the West Mali Gold Project in West Africa, and the
Jubilee Zinc-Lead Project in Nova Scotia, Canada. The Jubilee project has good infrastructure, high-grade zinc and
lead mineralization, and a NI 43-101 resource estimate of 3.1 million tonnes grading 3.81% zinc and 0.89% lead. The
West Mali Siribaya Gold Project represents a large new gold discovery in a prolific mining district.

Key Financial Data (FYE - August 31)
(C $) 2005 2006 Q3-2007

Cash & Cash Equivalents 5,942 1,128,572 569,571
Working Capital (175,362) 817,806 275,657
Mineral Assets - 4,913,673 9,779,969
Total Assets 22,135 6,259,823 11,364,486
Net Income (104,396) (1,076,709) (1,063,535)
EPS (0.02) (0.06) (0.02)
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Company
Overview

Corporate
History

Mining
Outlook - Mali

Mining
Outlook–
Canada

West Mali Gold
Property

Merrex Gold is focused on two properties of merit: the Siribaya Gold Project in Mali, West
Africa and the Jubilee Zinc-Lead Project in Cape Breton, Nova Scotia. The Jubilee Zinc-
Lead Property has a NI 43-101 resource estimate of 3.1 million tonnes grading 3.81% zinc
and 0.89% lead with great potential for expansion. The company has an experienced
management team.  Key members of Merrex’s team were previously involved in Jilbey Gold 
Exploration Ltd., which was taken over by High River Gold (TSX: HRG) in 2005. We
believe Merrex Gold is using a similar strategy of securing substantial land positions and
building resources to position itself as an attractive takeover target, especially in West Africa
at the West Mali Siribaya Gold Project.

Merrex Gold Inc. was formed in its current inception in 2005, when they acquired four
properties of merit. In August 2005, the company completed a reverse takeover of Jubilee
Minerals Ltd., a private company. Through this transaction Merrex acquired 100% interest
in 203 claims, which covered half of the Jubilee Zinc-Lead Deposit. In November 2005,
Merrex entered into an option agreement for 95% interest in the West Mali property. In
December 2005, the company acquired the Red Lake and Voisey’s Bay properties from High 
River Gold (TSX: HRG). Merrex graduated from the NEX exchange to the TSX Venture
Exchange in May 2006. In August 2006 Merrex optioned 23 additional claims from Aur
Resources covering the other half of the Jubilee Zinc-Lead Deposit, and in August 2007,
exercised that option thereby securing complete control of the Jubilee Zinc-Lead Deposit.
The company is primarily focused on its West Mali gold and its Jubilee zinc-lead properties.

Mali is Africa’s third largest gold producer following South Africa and Ghana.  The 
southwest area of Mali, where Merrex is exploring, produces approximately 1.5 million
ounces of gold per year. Mali is attractive to the mining industry due to its political stability,
friendly foreign investment laws, government tax incentives, favorable geology, low
operating costs, and inexpensive labor force. Four major mining companies: AngloGold
Ashanti (NYSE: AU), Randgold Resources (NASDAQ: GOLD), Resolute Resources (AX:
RSG) and IAMGold (NYSE: IAG) operate four producing gold mines, while numerous mid-
tier and junior companies such as Orezone, Etruscan and Merrex are actively exploring and
discovering gold and other minerals.  However, Mali also remains as one of the world’s 
poorest countries, and was ranked 175th out of 177 countries for human development in
2006, as ranked by the United Nations’ annual Human Development Report. This has led to
considerable debate within the country, as many non-governmental human-rights
organizations suggest that mining does not generate a sufficient economic return to the
country. While mining companies do pay taxes and invest in social programs, some NGOs
suggest that the “trickle-down” economic spin-off has not yet reached Mali’s poorer classes.      

We believe Canada is an excellent jurisdiction for mining due to its mineral potential,
security, availability of appropriate expertise and political and regulatory regime. The
company holds properties in Ontario, Newfoundland & Labrador and Nova Scotia, which are
all favorable provinces for mining.

Property Overview: The Birimian trend that runs through a number of West African
countries including Mali, is a distinct geological trend and is considered one of the world’s 
fastest growing gold production and exploration areas.  Merrex’s 75,000 hectare West Mali 
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property represents a new gold discovery in an underexplored region of Mali. The 10
kilometer long Siribaya structure, within the 13,000 hectare Siribaya concession, is a large
geophysical structure with many associated geochemical anomalies. This is the company’s 
priority target due to its large potential. Both rotary air blast (RAB) and diamond drilling to
date have intersected consistently good ore-grade gold intersections typical of the finely
disseminated stockwork-type gold systems found in the producing mines of the Birimian
trend of West Africa.

The company has a premier location in the West Mali Gold Belt.
Source: Merrex Gold Inc.

Ownership: The company entered into a strategic alliance with Societe d’explorations 
Miniera Touba SARL (“Touba”) in 2005 to acquire a large land package in WestMali.
Under the terms of the option agreement, Merrex has earned a 95% interest in a total of five
concessions by paying $85,000 and spending $750,000 on exploration. Should the
concessions be developed as a mine, the government of Mali, who are guaranteed a 10%
carried interest, and can opt for an additional 10% participating interest, would dilute
Merrex’s interest to 85% or 75%.  Touba would maintain a 5% carried interest.  All 
concessions are subject to a 5% net profit interest to Touba.
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Historic Exploration/Production: The property was relatively unexplored before being
acquired by Merrex.  Merrex’s exploration manager, Jean-Marc Gagnon, worked in Mali ten
years ago with another company, which completed a large regional soil geochemistry
program that identified significant anomalies.  Upon this company’s withdrawal from Mali, 
Jean-Marc acquired this information and continued exploration for several years. An
airborne magnetic survey completed in 2002, identified the Siribaya structure, and Merrex
optioned the properties in 2005.

The company began exploration in April 2005 with a detailed compilation of all available
historical data that suggested the possibility of a broad gold anomalous zone along the
geological structures in the area. Merrex completed a geochemical survey with over 10,000
soil samples and an associated geophysical program identified a number of interesting gold
anomalies. The primary target was an 8 kilometer long structure, where subsequent
trenching and pitting yielded very positive results, and indicated the possibility of wide
intervals of high grade gold. Trench #2 contained 35 meters grading 3.1 g/t gold
including a 17 meter section grading 5.1 g/t gold. The company followed the initial
exploration programs with two phases of drilling.

The first phase of RAB drilling in 2005-2006 was comprised of over 600 holes totaling over
30,000 meters. The RAB drill program identified 7 kilometers of gold mineralization with
numerous targets for follow-up. High-grade results are highlighted in the image below.

Source: Merrex Gold Inc.



Brian Tang, BBA, CFA Merrex Gold Inc. (TSX.V: MXI)–Initiating Coverage Page 5

2007 Fundamental Research Corp. www.researchfrc.com Brian Tang, CFA

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT

In 2007, a Phase I diamond drilling program consisting of 25 holes totaling 3,666 meters was
completed. This program confirmed the presence of a continuous gold mineralized structure
at Siribaya at least 100 meters deep and over seven kilometer long. This program further
defined three priority mineralized zones: Zone 1B, 1A, and Timeta. Highlights from Zone
1A include 2.69 g/t gold over 15 meters and 2.92 g/t gold over 34 meters. Highlights from
Zone 1B include 6.14 g/t over 8 meters, 4.98 g/t over 14 meters and 2.25 g/t over 30
meters. A number of the holes ended in mineralization, suggesting significant potential for
follow-up.

Source: Merrex Gold Inc.

Prior to the commencement of the Phase II diamond drill program in October 2007, a further
geochemical survey was done. The company identified significant gold anomalies in the
area to the north of Zone 1B while numerous strong gold anomalies immediately to the west
of the Siribaya discoveries at Zones 1A and 1B revealed an entirely new north-south
trending zone called Bambadinka. The new anomalies, together with the previous
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exploration on the Siribaya Gold Project, suggests that the project encompasses an area
approximately 9.2 kilometers long by 5 kilometers wide at the north end, and 3 kilometers
wide at the south end. The gold anomalies to the north of Zone 1B may be either a
continuation of Zone 1B or a new area. Merrex will target these new zones with trenching,
pitting, and diamond drilling in its 2008 exploration program.

Source: Merrex Gold Inc.

Accessibility and Infrastructure: Mining activity provides access routes in the region
during the dry season. Water levels restrict accessibility and hinders exploration activities
during the worst of the rainy season. Merrex maintains roads in the area and is building a
small-plane landing strip. In addition, critical infrastructure including housing, satellite
communications base and fuel and water storage facilities have been constructed. Due to the
property’s location, power from the national grid is not currently available and Merrex is 
using generators for power.
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Jubilee Zinc
Property

Geology and Mineralization: The company is targeting classic Birimian greenstone belt
widely finely disseminated stockwork gold mineralization associated with shear zones.
Although the Birimian greenstone belt of West Africa stretches over a much larger area than
the Carlin/Cortez belts of Nevada, it shares many of its characteristics, such as multiple open
pit zones in close proximity to each other and unrealized exploration and development
potential at depth. The company draws comparisons between Merrex’s developing Siribaya 
Gold Project and Randgold’s multiple deposit Loulu Mine. 

Metallurgy: No metallurgical work has been completed at this time. Gold ore in Mali is
typically free milling and readily amenable to gravity concentration and cyanide leaching
with good recoveries of over 90%.

Current Status: Based on the encouraging results from the Phase I program, a 3,000 meter
Phase II diamond drill and trench program began in late October 2007. This program will
focus primarily on Zones 1A and 1B of the Siribaya Structure. At Zone 1A, the drilling will
further test the depth, strike and plunge of the zone and at Zone 1B, in addition to further
testing the depth, strike and plunge, will also test the continuity between the northern and
southern mineralized areas of Zone 1B which appear to be one continuous gold-bearing zone
over 1.2 kilometers long. A number of geochemical anomalies along the Siribaya structure
remain to be tested. The budget for this program is approximately $1.0 million through to
December 31, 2007.

The company’s focus at this time is expansion of the deposit rather than resource
delineation. Continued positive drilling results would continue to add value to the deposit,
and we expect that a NI 43-101 compliant resource estimate could be completed in the
second half of 2008. Economic studies and mine planning could take three to five years.

Resource Estimates: This property is early stage and does not have either historic or NI 43-
101 compliant resource estimates. We believe this deposit has great potential. Therefore,
for the purposes of our valuation, we have calculated a very rough tonnage estimate based on
strike length, vein width, depth, and specific gravity. We then used the average grades of
drilling to calculate a resource, which is roughly on the level of an inferred resource. As this
is only a rough estimate, we will take a 50% discount of this resource as we typically do with
inferred resources.

7,000 m strike x 150 meters depth x 12 meters width = 12.6 million m3 x 2.00 tonnes/m3

specific gravity = 25.2 million tonnes x 50% ore grade = 12.6 million tonnes ore
12.6 million tonnes x 2.5 g/t gold = 1.01 million ounces gold

Property Overview: The Jubilee Zinc-Lead Deposit is an advanced exploration project in
Nova Scotia with a NI 43-101 resource estimate of 3.1 million tonnes grading 3.81% zinc
and 0.89% lead. Merrex recently earned 100% interest in the Jubilee Deposit by fully
exercising its option from Aur Resources, (Teck Cominco). The Jubilee Deposit is
remarkable for the consistency of its high zinc and lead grades (intersections as high as
45.38% Zn+Pb) over a long strike length (in excess of 2.1 kilometers/1.3 miles). The
deposit is still open along strike and to depth with potential for expansion. Additionally, the
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company has staked 902 claims totaling 36,080 acres in four groupings within its Cape
Breton Regional Zinc Project, all claim groups having potential for Jubilee-style zinc-lead
mineralization.

Source: Merrex Gold Inc.

Ownership: In 2005, Merrex acquired 203 claims covering one-half of the Jubilee Deposit
through a reverse takeover of Jubilee Minerals Ltd. In 2006, Merrex entered into an option
agreement with Aur Resources (TSX: AUR) to acquire 23 claims hosting the other half of
the Jubilee Deposit mineralized zone. Merrex completed the option to earn 100% interest
from Aur Resources in August 2007. Merrex has also purchased the surface rights to 275
acres of land within the Jubilee Main Zone to permit construction of required mine
infrastructure. The Jubilee Deposit is subject to a 2% net smelter return royalty of which
half may be purchased for $1 million.

Historic Exploration: The property was first explored in the 1970s by Amax Minerals,
who calculated an in-house estimate of 0.87 million tonnes grading 5.83% zinc and 1.44%
lead following drilling.  Merrex’s president Greg Isenor, then an Amax employee,
supervised most of Amax’s drilling program, and Jubilee Minerals Ltd., a private company 
controlled by Greg Isenor, subsequently acquired the property. Jubilee Minerals Ltd.
optioned the property to Savage Exploration in 1997, who completed an expansion drilling
program that added 0.8 million tonnes to Amax’s (non NI 43-101 compliant) resource
estimate. The deposit was still open along strike, and Savage delineated a number of targets
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that have been successful for Merrex. Savage drilled an angled hole targeting the vertical
Jubilee Fault Zone, which intersected zinc and lead mineralization.

Since acquiring the Jubilee Zinc-Lead project in 2005, Merrex has completed two drilling
programs. The 2006-2007 diamond drilling program was a large, 14,471 meter program in
47 holes. This program extended the Jubilee Main Zone to over 2.1 kilometers strike length
where it is still open. Results from this program include 21.15% combined zinc and lead
over 2.7 meters including 41.39% combined zinc + lead over 1.2 meters. In addition, this
program identified at least two and possibly three high-grade mineralized zones running
parallel to the Jubilee Main Zone. Results from these new zones included an intersection of
9.6 meters grading 5.3% zinc + lead within which 4.15 meters graded 10.25% combined zinc
+ lead.

There have been 199 diamond drill holes on the Jubilee Deposit to date. 67 have been
incorporated into the NI 43-101 compliant resource estimate. The two images below
highlight two zones of great potential for resource expansion: the vertical fault zone, and the
parallel mineralized zones adjacent to the Jubilee Main Zone.

Source: Merrex Gold Inc.

Accessibility and Infrastructure: The property is accessed via Highway 105 (the main
Trans Canadian Highway) through Nova Scotia, with final access to Little Narrows utilizing
a ferry crossing. The nearest population center is Sydney, 75 kilometers to the northeast
where there is also an airport providing regional connections. Although the Jubilee area is
rural, infrastructure in the area is good. The long established open pit gypsum mine of Little
Narrows Gypsum Co. may be a positive sign of the acceptability of mining by the local
community. Though future mining operations at Jubilee could interfere with tourism activity
around the Bras d’Or Lakes, management believes this could be minimized using 
underground mining which has a smaller surface footprint.

Infrastructure for the project includes a local highway crossing the property, the nearby
TransCanada Highway, a rail line within four kilometers, a local tidewater ocean port (used
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TransCanada Highway, a rail line within four kilometers, a local tidewater ocean port (used
for shipping gypsum) and good accessible power.

Geology and Mineralization: The main mineralization at Jubilee is stratabound, carbonate
and breccia hosted zinc-lead sulfide mineralization associated with vertically dipping fault
zones. High-grade zinc-lead mineralization occurs in narrower intersections within a
broader mineralized zone. The 2 kilometer long Main Zone is associated with the Jubilee
Fault, and the company has identified mineralization associated with adjacent fault zones.
Intersection of the Jubilee Fault with northeast trending faults host thicker breccia intervals
and higher sulfide grades. There is potential for broad carbonate-hosted lead zinc deposits
with similarities to the Irish type.

Metallurgy: Though no comprehensive metallurgical studies have been completed to date,
preliminary work suggests that the ore may be amenable to gravity separation. In general,
carbonate hosted zinc-lead mineralization is amenable to conventional flotation with few
metallurgical problems. Acadian Mining Corporation’s (TSX: ADA) Scotia Zinc Mine, a
similar geologic system located in Gays River, Nova Scotia, achieves recoveries of
approximately 90% for lead and zinc using gravity separation and flotation.

Economic Studies: In conjunction with the reverse takeover in 2004, Jubilee contracted an
independent consulting firm, Mercator Geological Services Ltd., to complete a valuation of
the property. This valuation was a requirement of the TSX as the acquisition transaction was
not wholly at arms-length. Mr. Isenor, a controlling shareholder of Jubilee Minerals Inc., is
also a director of Merrex. At that time, the property valuation ranged from $1,672,000 to
$1,279,000, using historic exploration cost methodologies. This valuation could not take
into account any prior exploration results including the historic resource estimates because
none of those results or resource estimates were NI 43-101 compliant.

Since acquiring the property, Merrex has drilled a further 47 holes including confirmation
holes to verify prior drill results to NI 43-101 standards, and new holes to further expand and
define the mineralization.

Current Status: The company has begun a Phase II drilling program to follow up the
successful Phase I program in 2006-2007. The NI 43-101 compliant resource estimate has
now been completed. We expect the company to seek arrangements with other companies to
advance the Jubilee deposit to production. Producers in the area could process Jubilee ore,
or the ore could be processed using gravity separation and shipped for further processing.

Resource Estimates: There have been several historic resource estimates on the Jubilee
Deposit, none of which was NI 43-101 compliant. In 1998, Savage Resources Canada
Company calculated an in-house estimate of 1.56 million tonnes grading 5.49% zinc and
1.4% lead.  This superceded Amax Minerals Exploration’s estimate of 0.87 million tonnes
grading 5.83% zinc and 1.44% lead in 1978.

Merrex has completed a NI 43-101 compliant mineral resource estimate for its Jubilee Zinc-
Lead deposit. The estimate, prepared by Mercator Geological Services Limited, was
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Cape Breton
Regional Zinc
Properties

Voisey’s Bay 
Joint Venture

released in early November 2007. The estimate is based on 57 diamond drill holes, 17 of
which were drilled by Merrex. This resource is contained in the currently drilled Jubilee
Main Zone with minor contributions from the adjacent Road Zone and Northeast Zone.
With additional drilling, which is presently underway, we believe there is excellent potential
for Merrex to significantly increase the present resource estimate. Significantly, the
company is drilling the potential one kilometer Jubilee Fault Main Zone extension along
strike to the north side of St. Patrick’s Channel, the vertical fault zone, parallel zones to the 
northeast and southwest, and other unexplored fault zones.

Jubilee Zinc-Lead Deposit Mineral Resource Estimate

Resource
Category

Zn Equivalent
Threshold (%)

Tonnes
(Millions,
Rounded)

Lead
(%)

Zinc
(%)

Zinc
Equivalent

(%)
Inferred 2.50 3.1 0.89 3.81 4.71
Inferred 3.00 2.7 0.95 4.10 5.05
Inferred 3.50 2.1 1.02 4.58 5.60
Inferred 3.75 1.9 1.04 4.75 5.79

* Zn Equivalent calculated as Zn Equivalent = (Zn% + Pb%) based on averaged July 2007 through October
2007 Zn and Pb market pricing.

Potential: The Mercator resource estimate does not include any credit for the potential for
high-grade mineralized pockets within the Main Zone, for mineralization within the vertical
fault zone itself, for any extension of the Main Zone to the northeast under St. Patrick’s 
Channel, for any mineralization within the Road Zone or the Northeast Zone, for any
mineralization within any of the developing parallel zones or for the possibility that the
eastern parallel zone may actually be an extension of the Road Zone. The company is
aggressively pursuing these possibilities now that they have secured 100% ownership.

Properties Overview: The company has applied their expertise in Jubilee-style lead zinc
mineralization to acquire four additional properties in the Cape Breton area of Nova Scotia:
Middle River, Baddeck Forks, River Denys and West Bay. These four claim groups
comprise 902 claims totaling 36,080 acres and have been identified as having geologic
potential to host Jubilee-style zinc-lead mineralization. The company has completed
preliminary exploration, including some diamond drilling at Middle River, but no results
have been released yet.

Property Overview: The 11,275 hectare West Voisey’s Bay property is held in joint venture 
with the operator Celtic Minerals Ltd.  The property borders CVRD’s producing Voisey’s 
Bay nickel-copper-cobalt mine which is also being actively explored and a number of
advanced exploration targets exist on CVRD’s property.  

Ownership: Merrex holds a 50% interest in the joint venture with Celtic Minerals. The
property is comprised of 451 claims.

Historic Exploration/Production: This property was acquired in 2005, and extensive
geophysics, including magnetotellurics, UTEM, gravity, and magnetics have defined four
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Birch-Uchi
Gold Project

Management &
Board of
Directors

geophysics, including magnetotellurics, UTEM, gravity, and magnetics have defined four
target areas: The Mak Lake, West Mak Lake, Red Dog Fault, and Konrad Brook targets.
The joint venture has focused primarily on the Mak Lake target area due to a 2 kilometer
long east-west trending conductor at depth. Four drill holes were completed in 2006. The
geology of the rock intersected suggested similarities to Voisey’s Bay, but no mineralization 
was intersected and several holes failed to reach their target. This drilling program was
useful in guiding future exploration.

Geology and Mineralization: Nickel, copper, and cobalt mineralization at Voisey’s Bay is 
found within troctolite, a mafic intrusive rock.

Current Status: The company is awaiting results from several deep holes drilled in 2007.

Resource Estimates: This property is at an early stage of exploration and no economic
mineralization has been identified, no historic or NI 43-101 compliant resource estimates are
available.

Property Overview: The 100% owned Birch-Uchi project in the Red Lake district is made
up of seven claim groups covering 240 claims: Shabumeni, East Swain, Shabumeni River,
Skinner, Women River, Premier Lake, and Confederation Lake. The project lies 80
kilometers east-northeast of Red Lake.

Current Status: The company completed a preliminary mapping, sampling, trenching, and
geochemical surveying program in 2007. High grade surface samples, including 22 g/t gold,
24 g/t gold, and 30 g/t gold, were taken at the Shabumeni property in February 2007. Land
acquisition is still underway

Resource Estimates: The project is early stage and no historic or NI 43-101 compliant
resource estimates are available.

Merrex has an experienced management team and Board composed of technical, financial
and legal experts.

Gregory Isenor, B.Sc., P.Geo,
President & Chief Executive Officer, Director
Mr. Isenor, the President & CEO of Merrex Gold Inc., is a professional geologist, NI 43-101
‘qualified person’ and businessman. He has over 35 years experience in the mineral and oil
and gas resource industries and has worked throughout the world including North America,
Asia, Africa, Australia and New Zealand. Mr. Isenor was President, CEO and Director of
Jilbey Gold Exploration Ltd. prior to its takeover by High River Gold Mines Ltd in 2005,
and was instrumental in the identification of the Bissa gold deposit in Burkina Faso, West
Africa, which was the principal asset of Jilbey. He is currently a director of Riverstone
Resources Inc. a publicly traded company, and is actively involved with their exploration
programs in Burkina Faso. Mr. Isenor is also involved in several private companies, and
initiated the start up of Jubilee Minerals Ltd., which via a reverse takeover formed Merrex
Gold Inc. He is also President & Director of Glencoe Resources Inc. and Vice President of
Prince Edward Gas Inc.
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Mr Isenor has served as a Director of the PDAC for 12 years and is a Director and past
president of the Chamber of Mineral Resources of Nova Scotia. Mr. Isenor holds a Bachelor
of Science degree (1970) from Acadia University and is a member of the Association of
Professional Geologists of Nova Scotia

John Cumming, BA, LLB, LLM,
Executive Vice-President and General Counsel, Director
Mr. Cumming, a corporate, securities and mining lawyer and businessman, has been active
in the Canadian securities markets and resource exploration sector for over 30 years. Mr.
Cumming was President and Director of Merrex Resources Inc., a NEX shell company
which Mr. Cumming restructured and, together with Mr. Isenor, reorganized to form Merrex
Gold Inc.

Mr. Cumming was the senior securities and mining law partner at the Vancouver law firm
Boughton Peterson where he specialized in resource acquisitions, corporate restructurings
and public corporate financings from 1977 to 1992. Mr. Cumming was a founding
shareholder of St. Philips Resources Inc. which, in joint venture with the Hunter Dickinson
Group, found the Kemess Gold/Copper Mine. Both joint venture companies were sold in
1996 in a $200 million take-over bid. The Kemess Mine is the principal asset of Northgate
Minerals Corporation producing 300,000 ounces of gold and 80 million pounds of copper
annually.

Mr. Cumming is a director of Yaletown Entertainment Corp. and was co-executive producer
of over 150 episodes of Yaletown’s television productions. He is also President and Director 
of ComWest Enterprise Corp. for which he negotiated a $10,000,000 earn-in agreement with
Hunter Dickinson’s Rockwell Ventures on ComWest’s Royce Diamond Prospect.

Mr. Cumming holds Bachelor of Arts (1974) and Bachelor of Laws (1977) degrees from the
University of British Columbia and a Master in Laws (1993) degree from King’s College, 
University of London where he graduated with a specialty in corporate and commercial law.
Mr. Cumming has served as a director and officer of numerous public resource corporations
since beginning his legal career in 1978.

Jean-Marc Gagnon, P. Eng., Exploration Manager, Mali
Since 1980, Mr. Gagnon has held a variety of geology and engineering roles within the
mining sector. His specific area of expertise is managing drilling programs in Africa and
South Africa, with emphasis on diamond drilling and ore reserves calculations. Most
recently, Mr. Gagnon has operated his own consulting practices, prior to which he was
General Manager and Consultant to a number of international mining companies, including
Emerging Africa Gold, Major Drilling International and Golden Star Resources Ltd. Mr.
Gagnon is a Geological Engineer, a member of the Ordre des Ingénieurs du Québec, and
holds his MBA designation (1999) from Université Laval.

Teri L. Anderson, MBA, CA, Chief Financial Officer
Ms. Anderson brings nearly 20 years of finance and accounting experience to Merrex. After
completing her MBA at Dalhousie University and obtaining her Chartered Accountant
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designation with Ernst & Young, Ms. Anderson joined Emera, a TSX-listed energy
company, as a Senior Manager in the Finance Group. In 1997, she was appointed Investor
Relations Manager, responsible for creating and implementing a program of communication
with key stakeholders regarding the company’s financial performance, strategic direction, 
and impacts of developments in the energy industry and related industries. For the past ten
years, Ms. Anderson has provided finance consulting services to both private and public
companies, and currently serves as Chief Financial Officer for both Merrex Gold and
Mountain Lake Resources Inc. Ms. Anderson is a member of the Institute of Chartered
Accountants of Nova Scotia and the Canadian Institute of Chartered Accountants. She is an
active volunteer with Junior Achievement of Nova Scotia, Past-Treasurer of Alzheimer’s 
Society of Nova Scotia, and a member of Run Nova Scotia.

Michel Blouin, B.A., LL.L, LL.M - Director
Michel Blouin has been a partner in Lavery, de Billy since 1984. Mr. Blouin specializes in
securities law for the mining industry and, more specifically, handles incorporations,
mergers and acquisitions, reorganizations and financing of mining companies. Mr Blouin
acts as an advisor and legal counsel to mining companies and works with them on a broad
range of matters in which they are involved, from mobilization of capital and issuance of
securities to international agreements with governments and corporations. He is a Director of
Campbell Resources Inc., Eastgate Minerals Ltd. and Stingray Resources Inc. as well as
Secretary of Menora Resources Inc.

Mr. Blouin is listed in the 2006 LEXPERT® /The American Lawyer Media Guide to the
Leading 500 Lawyers in Canada in the area of Mining Law. He is also the Honorary Consul
of Denmark for Quebec and the Director and Special Secretary of the Montreal Museum of
Fine Arts.

John Edmondson, BA - Director
Mr. Edmondson is a businessman with over 30 years management experience in a wide
range of industries. He is the owner of Human Resources consulting firm Jte Management
Ltd. Mr. Edmondson has served on the Boards of Directors of several public companies and
on the boards and executives of numerous industry and government hospitality associations
in British Columbia. Mr. Edmondson, as a director and officer, worked with John Cumming
throughout the restructuring of Merrex Resources Inc. Mr. Edmondson also served as a
director of Collingwood Capital Corp. which became Rainy River Resources Ltd, during the
acquisition of the Rainy River gold project in June 2005.

Mr. Edmondson holds a Bachelor of Arts from the University of British Columbia.

Walter Henry, BA, CFA - Director
Walter Henry, a Chartered Financial Analyst, is currently Vice-President, Finance and Chief
Financial Officer of Royal Nickel Corp. as well as Chief Financial Officer of Juno Special
Situations Corp. Mr. Henry has previously held the positions of CFO of Alturas Minerals
Corp. and Tiberon Minerals Ltd., Manager at CIBC World Markets and Assistant Vice
President, Mining and Infrastructure, within the Financial Advisory Services Group of Price
Waterhouse Coopers Securities Inc. He is also a Director of Consolidated Westview
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Resource Corp., a TSX Venture listed company. Mr. Henry has extensive experience in the
areas of International Project Financing, Capital Markets Financing, Commercial Bank
Financing, Financial Reporting, Controls and Taxation Matters, Treasury and Financial Risk
Management and Public Corporation Investor Relations.

Mr. Henry holds a Bachelor of Arts from Wilfred Laurier University and is currently an
associate member of AIMR/Toronto Society of Financial Analysts as well as an associate of
the Institute of Canadian Bankers.

Gary F. MacKenzie, B.Com, CA - Director
Mr. MacKenzie has extensive business experience in both private and public companies. Mr.
MacKenzie has owned and operated several private companies and is a Director of two
publicly traded companies, Atlantic Industrial Minerals and Shear Wind Inc. Atlantic
Industrial Minerals operates a limestone deposit in Cape Breton, supplying sulphur absorbent
limestone for the Point Aconi power plant owned by Nova Scotia Power Inc. Shear Wind
Inc. develops wind farms in Nova Scotia, New Brunswick, Saskatchewan and Alberta. Mr.
MacKenzie is currently the CFO of Shear Wind Inc., and was President & Director of MWP
Capital Corp., a capital pool company that was the forerunner to Shear Wind Inc. Previously,
Mr. MacKenzie was a director and officer of Jilbey Gold Exploration Ltd., a successful
mineral exploration company that located the Bissa gold deposit in Burkina Faso and was
taken over by High River Gold. Mr. Mackenzie is also President of Spring Water Inc., a
water bottling and packaged ice company serving Nova Scotia and New Brunswick. He also
has an active interest in several other private companies engaged in mineral exploration for
base and industrial minerals, production of plates for printing labels on plastic film, and
software development for the automotive industry.

Mr. MacKenzie previously owned and operated as private companies several businesses
engaged in wholesale drugs, soft drink manufacture and distribution, cable television and
plastic container manufacture for the dairy industry. Mr. MacKenzie has a Bachelor of
Commerce degree from Dalhousie University and is a Chartered Accountant.

Dr. James M. Patterson, P. Geo. - Director
Dr. Patterson is a professional geologist and an independent economic/exploration
geological consultant. He is also Executive Consultant to FNX Mining Company Inc. Dr.
Patterson has forty years experience in initiating, developing, conducting and supervising all
phases of mineral exploration, ore reserve audits and valuations in numerous parts of the
world including Canada, Ireland, Thailand, Malaysia and Indonesia. He was involved with
the discovery of several mineral deposits in Ireland and immigrated to Canada in 1978 to
bring a lead mine into production in Nova Scotia.

Dr Patterson was a Director of Jilbey Gold Exploration prior to its takeover by High River
Gold Mines in 2005. He is currently a Director of Garson Gold Corp. as well as a Director of
International Millenium Mining Corp. Dr. Patterson was formerly a Director of Hornby Bay
Exploration Ltd., Crowflight Minerals Inc. and Mispec Resources Inc. Dr. Patterson was
Exploration Vice-President of FNX Mining Inc. and assisted with the revival and building of
FNX from a $20 million company to a $2.5 billion leading Canadian mining company. In
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Management
Rating

addition, Dr. Patterson has held numerous senior positions in various other mineral
exploration companies during his career.

He graduated with an Honours Geology Degree from Trinity College, Dublin, Ireland and
obtained his Ph.D. in Mining Geology from the Royal School of Mines, London University,
England. Dr. Patterson is a practicing member of the Association of Professional
Geoscientists of Ontario, former member of the Society of Economic Geologists and is the
founding President of the Irish Association for Economic Geology. In addition, Dr.
Patterson has written numerous publications on mineral exploration aspects and on
development of mining environmental frameworks.

Daniel Whittaker, MBA, CFA, BA Economics - Director
Mr. Whittaker was President and CEO of Birchpoint Capital Inc. until January 2007.
Birchpoint was a capital pool company which completed its qualifying transaction in the
uranium exploration sector and changed its name to Ucore Uranium Inc. in September of
2006. Mr. Whittaker is currently the Chairman and CFO of Ucore Uranium Inc. Mr.
Whittaker is also the former Chief Financial Officer, VP, Secretary and Director of Jilbey
Gold Exploration Ltd., a Canadian mineral exploration company, from 2003 to 2005. Jilbey
made a significant gold discovery in Burkina Faso, West Africa in 2004, and rapidly
advanced the potential of the property before being acquired by High River Gold Mines in
2005. Mr. Whittaker served as the Chairman of the Special Committee of the Board of
Directors of Jilbey through the merger process.

From 2004 to 2006, he was Chief Financial Officer and Secretary of Carpathian Gold Inc., a
Canadian mining company. Prior to joining Jilbey in 1995 as President and CEO, Mr.
Whittaker was Assistant Vice President of Manulife Financial in the company’s investment 
division.

He holds a Bachelor of Arts (Economics) Degree and a Masters of Business Administration
from the Richard Ivey School of Business at the University of Western Ontario. Mr.
Whittaker is also a CFA Institute designated Chartered Financial Analyst (1995).

We believe that the most important aspect of a junior mining company is its management.
Our management rating system is a quantitative way to rate management based on a number
of factors, including technical experience, the ability to raise financing, and management’s 
time commitment to the company. We also analyzed trading records to identify for evidence
of unusual trading by management. Our net rating for Merrex Gold is 3.5, which we
have rated above average. Merrex has a strong technical team for the Jubilee and West
Mali projects and have proven their ability to raise financing. The team has a successful
track record of building value through exploration.
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The Toronto Stock Exchange recommends that the Board of Directors of every company
include independent or unrelated directors who are free of any relationship or business that
could materially interfere with the director’s ability to act in the best interest of the company.
An unrelated/independent director can be a shareholder. In this report, we introduce our
strength of board rating for Merrex Gold, which uses information available from the
company’s annual “Management Information Circular” to ensure that the company has an 
independent Board of Directors, Audit Committee, and Compensation Committee. This
report also identifies any non-arms length transactions and management’s compensation.  

Merrex Gold’s Board of Directors is made up of 8 individuals: Greg Isenor, John Cumming,
Gary MacKenzie, James Patterson, Michel Blouin, Daniel Whittaker, Walter Henry, and
John Edmondson. All directors hold shares in the company. Greg Isenor controls 11.4% of
the shares outstanding. The related/non-independent directors are Greg Isenor and John
Cumming, as they are executive officers of the company and receive compensation. The
members of the Corporation’s Audit Committee are Gary MacKenzie (Chairman), Daniel 
Whittaker and John Edmondson. The Compensation Committee is comprised of James
Patterson (Chairman), John Edmondson and Michel Blouin. We have confidence in the
independence of Merrex Gold’s governing boards.  

The chart below shows gold prices since January 2006. As of October 31, 2007, gold was
trading at US$790/oz, which reflects a YOY increase of 29%.

No
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Prices have not dropped below the historical average price of US$347/oz since April 2003.
Although gold price has risen considerably in the past few weeks, and are currently trading
at record highs, we have maintained our positive outlook on gold due to the following macro
economic conditions.

Projected depreciation of the U.S. dollar: Gold is traditionally viewed as a capital
preservation asset and regarded as a better hedge against the U.S. dollar, inflation and
geopolitical risks, than any other commodity. The chart below shows the relationship
between gold prices and inflation. It can be noted from the chart that gold prices were higher
whenever inflation was high.

Gold Prices Vs Inflation

0

100

200

300

400

500

600

700

800

Jan-73 May-81 Sep-89 Jan-98 May-06

G
ol

d
Pr

ic
es

(U
S$

/o
z)

0%

2%

4%

6%

8%

10%

12%

14%

16%
In

fla
tio

n

Gold Inflation
Source: KITCO

We believe that the demand for gold will stay high as long as it is perceived as a capital
preservation asset by investors. Gold is a non-perishable asset that bears no credit risk and
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has a high value to volume ratio, which makes it easily transferable, with low transport and
storage costs. Hence, we do not expect any other commodity to substitute gold as a capital
preservation asset. Historically, gold prices have been negatively correlated to the U.S. dollar
(as shown in the chart below).
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The U.S. dollar is expected to depreciate with respect to other major global currencies, based
on an expected slowdown in the U.S. economy, and relatively lower real interest rates in the
U.S., compared to other major countries in the world.

The U.S. housing industry is not expected to recover before mid-2008, and recently, the U.S.
economy reported job losses for the first time in four years. Both these factors further signal
a slowdown in the U.S. economy. The U.S. Federal Reserve cut interest rates by 75 basis
points (to 4.50%) in their last two meetings, as a move to tackle the ongoing credit crunch
problems and the softening U.S. housing industry. All these factors suggest that the U.S.
dollar will depreciate further going forward, which will help gold prices stay high.

Solid Investment Demand: As of October 15, 2007, total ETG assets held by two major
exchanges, the New York Stock Exchange (NYSE: GLD) and the London Stock Exchange
(LSE: GBS), were 22.26 million ounces, which reflects a YOY increase of 47%. We believe
that it is the steady rise in investment demand, and not physical demand, which will play a
more significant role in setting gold prices going forward.

Positive correlation with oil prices: We have also noticed a positive correlation between
gold and oil prices in times of high oil prices. We found that changes in the average monthly
prices of the two commodities during January 2006 –September 2007 had a significant
positive coefficient of correlation of 0.53. High oil prices create inflationary expectations
among investors and lead them to drift towards the capital preservation asset, gold.
According to Oil and Gas Consultants, Sproule and GLJA, oil prices are expected to stay
above US$60.00/bbl for the rest of 2007, and 2008, which we believe will have a positive
effect on the demand for gold.
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Outlook on
Zinc

Forecast: Based on a forecasted depreciation in the U.S. dollar, higher inflationary
expectations, relatively lower U.S. real interest rates, and high oil prices, we continue to be
bullish on gold prices. We do not expect prices to move up from current levels for the rest of
the year, however, we expect prices to gradually move up, as the U.S. economy moves closer
to a recession. The average forecasts for gold prices are US$670/oz in 2007, and US$749/oz
in 2008.

Zinc is primarily used to galvanize steel (used extensively in construction and engineering)
to prevent corrosion, and in zinc die-casting. About 47% of zinc is used for galvanizing. As
of November 1, 2007, zinc was trading at $1.26/lb, which represented a YOY decrease of
35%. However, prices are still up by 46% since the beginning of 2006. Like other base
metals, zinc prices were also highly volatile in 2006. Prices have ranged between $0.87/lb
and $2.10/lb since the beginning of 2006. The chart below shows zinc prices since January
2006.
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Low Inventory Levels: The surge in prices was due to the drastic fall in LME inventory
levels and a corresponding increase in global demand for zinc. As shown in the chart above,
inventory levels have decreased considerably since the beginning of 2006. LME stocks as of
September 28, 2007, were 60,850 tonnes, which reflects a decline of 85% since the
beginning of 2006. Current inventory levels are expected to satisfy global demand for only
2-3 days.

The charts below show the distribution of global production and consumption in the first
eight months of FY2007. As shown in the charts, Asia, which accounted for 55% of global
production, and 53% of global consumption, was the top consumer and producer in the
world.
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Supply and Demand: The chart below shows global supply and demand since 2003.
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According to the International Lead and Zinc study group (ILZSG), global consumption of
zinc grew at a CAGR (compounded annual growth rate) of 3.9% from 2003 –06, while
production grew only at 2.7%. As shown in the chart above, consumption always exceeded
production from 2004 –06. Zinc markets were in a supply deficit of 0.34 million tonnes in
2006. However, the gap between supply and demand is expected to shorten in 2007, as
production growth outpaces consumption growth. In the first eight months of 2007,
production grew at 7.7% YOY, while consumption grew at only 3.5%. In October 2007,
ILZSG estimated that global zinc supply will rise 7.4% in 2007, and 9.5% in 2008, to reach
12.24 million tonnes in 2008. ILZSG expects global demand to grow at only 3% in 2007,
and 5.1% in 2008. Therefore, the zinc market is expected to have a supply surplus of 0.25
million tonnes in 2008.

However, we believe that there is a good chance that zinc demand growth will be higher than
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3% YOY in 2007, based on rising demand in Asia, and the fact that global consumption
grew by 3.5% in the first eight months of 2007. We believe rising demand in Asia could hold
prices high in the short-term. Zinc stock levels have declined, primarily due to the increasing
demand for the metal in galvanized steel production. Global crude steel production was
110.1 million tonnes in August 2007, which reflects an increase of 2.9% compared to
production in January 2007. According to the Beijing Antaike Information Development
Co., the demand for zinc in China, the world's biggest consumer of the metal, may rise 56%
by 2010 (from 3.08 million tonnes in 2005 to 4.80 million tonnes in 2010). China’s zinc 
demand is expected to increase by 6.9% in 2007 (ILZSG). We expect stronger demand for
zinc in the short-term, due to increasing demand from the Chinese, Japanese and Korean
steel sectors. China, Japan and Korea are expected to account for 33%, 5% and 5%,
respectively, of global zinc demand in 2008 (according to the ILZSG). Although we expect a
slowdown in demand growth in the U.S. (due to an expected slowdown in the U.S.
economy), we believe it will only slightly offset the strong growth in Asia, as the U.S.
accounts for only 9% of global consumption.

Therefore, based on the above reasons, we expect the global zinc supply surplus to be lower
than 0.25 million tonnes in 2008. We expect the supply surplus to increase gradually beyond
2008, as demand growth for most of the base metals, including zinc, softens, based on
slower global economic growth forecasts.

Forecasts: We believe strong shot-term demand will keep prices high throughout 2007, and
2008, but the forecasted decrease in long-term demand could soften prices beyond 2008.
Zinc prices ranged between $0.40/lb - $0.60lb during 1998-2004. We believe that long-term
fundamentals (supply and demand) are strong enough to support zinc prices above their
historic averages. Also, there are uncertainties pertaining to zinc supply beyond 2010, as
several currently producing mines shut down. The average price forecast for zinc is $1.54/lb
in 2007, and $1.40/lb in 2008.

In the first nine months of FY2007 (ended May 2007), the company recorded a net loss of
$1.06 million (EPS: -$0.02), compared to a net loss of $0.39 million (EPS: -$0.03) in the
comparable period in the previous year. Net losses increased as stock based compensation
increased YOY, from $0.01 million to $1.12 million. We estimate the company had a burn
rate (cash spent on operating and investing activities) of $0.67 million per month in the first
nine months of FY2007, compared to $0.31 million per month in FY2006 (ended August
2006).

The table below shows the company’s cash and liquidity position.

*Merrex has raised $7.40 million since the end of Q3-2007.

2005 2006 Q3-2007
Cash & Cash Equivalents 5,942 1,128,572 569,571
Working Capital -$175,362 $817,806 $275,657
LT Debts/ Assets - - -
Burn Rate/Month (incl exploration costs) ($5,822) ($306,243) ($665,697)
Cash from financing activities $75,000 $4,797,541 $5,432,276
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At the end of May 2007, the company had $0.57 million in cash, and had working capital of
$0.28 million. Subsequently, in June 2007, the company raised $7.4 million through a
brokered private placement, by issuing 7.79 million units at a unit price of $0.95. Each unit
consists of one common share and one-half of a share purchase warrant (maturity period–18
months; exercise price of $1.25 for the first 12 months, and an exercise price of $1.75
thereafter)

Stock Options and Warrants: At the end of May 2007, the company has 4.31 million stock
options (3.14 million are currently ‘in-the-money’  - assuming that none of the outstanding
options were exercised), with a weighted average exercise price of $0.70, and maturity
periods between August 2010 and December 2011. The company also had 1.70 million
warrants outstanding (0.60 million are currently ‘in-the-money’ –assuming that none of the
outstanding warrants were exercised), with a weighted average exercise price of $0.85, and
maturity periods between July 2007 and December 2007.

Conclusions: We expect the company to spend $5.5 million in exploration in the next 12
months. Based on cash on hand at the end of May 2007 ($0.57 million), and the private
placement completed in June 2007 ($7.40 million), we believe the company is in a sound
cash position to pursue its exploration activities for the next 12 months.

We valued the company’s two advanced stage projects, the West Mali Siribaya Gold project
and the Jubilee Zinc –Lead project, using a Discounted Cash Flow (DCF) model and a real
options valuation model. Since the other projects are in relatively early stages, we valued
them at their book value.

Valuation of the Siribaya Gold project: We valued the Siribaya project based on the
resource estimate we calculated (presented earlier in the report). Our DCF valuation on the
Siribaya project is $26.85 million ($0.41 per share), and our real options valuation is $35.18
million ($0.54 per share). The tables below show a summary of our valuation models.
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Assumptions:

Production will commence in 2011
We have used a discount rate of 15.49%, which is 11.49% (discount rate for a precious

metals project in a relatively risk-free country) + 4% (country risk premium for a project
in Mali)

If the government of Mali decides to opt for an additional 10% interest in the project, we
have assumed that the company will receive its fair value.

The average valuation on the project is $26.36 million, or $0.48 per share.

Resource (in tonnes) 12,600,000
Grade (g/t) 2.50
Recovery (%) 90.0%
Recovered Metal (in troy oz) 911,474
Production Commencement 2011
Mill Processing (tpd) 3,500
Mine Life (in years) 10
Long-Term Au Price (US$/oz) $600.00
Average Operating Costs ($/tonne) $21.50
Capital Costs (in $) $75,000,000
Discount Rate 15.49%

Net Present Value $26,845,040
Value for MXI (85% interest) $22,818,284
No. of Shares (diluted) 55,104,952
Value per Share $0.41

DCF Valuation Summary - Siribaya Gold Project

Resources Grade Contained Metal Price of Au Value
(in tonnes) (g/t) (in troy oz) (US$/oz) (C$)

Gold 12,600,000 2.50 1,012,749 600.00 574,228,410

Operating Costs ($/tonne) $21.50 $574,228,410
Recovery (Au) 90% $284,445,000
C$/US$ 1.05 $289,783,410

Estd.Value of Minerals if extracted today $216,010,055
Annualized Standard Deviation of Mineral prices 19%
Capital Investment $75,000,000
Estd. Mine Life (years) 10
Riskfree Rate 4.20%

Stock Price $216,010,055 T.Bond rate 4.20%
Strike Price $75,000,000 Variance 0.04
Expiration (in years) 10.3 Annualized div yield 9.7%

d1 = 1.109 Value of Option $35,178,205
N(d1) = 0.866 Value for MXI (85% interest) $29,901,474
d2 = 0.499 No of outstanding shares (diluted) 55,104,952
N(d2) = 0.691 Value per share $0.54

Real Options Valuation Model - Siribaya Gold Project

Inputs relating to the underlying asset

Output

Total Value (C$)
Operating Costs (C$)
Net Value (C$)
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Valuation of the Jubilee Zinc–Lead project: Our DCF valuation on the Jubilee project is
$23.10 million ($0.42 per share), and our real options valuation is $31.16 million ($0.57 per
share). The tables below show a summary of our valuation models.

Resource (in tonnes) 1,550,000
Grade - Zn (%) 3.81%
Grade - Pb (%) 0.89%
Recovery - Zn (%) 85.0%
Recovery - Pb (%) 70.0%
Recovered Metal - Zn (lbs) 110,664,891
Recovered Metal - Pb (lbs) 21,288,938
Production Commencement 2009
Mill Processing (tpd) 1,500
Mine Life (years) 3.0
Long-Term Zn Price (US$/lb) $1.00
Long-Term Pb Price (US$/lb) $0.75
Average Operating Costs ($/tonne) $50.00
Capital Costs ($) $5,000,000
Discount Rate (%) 11.63%

Net Present Value $23,103,735
No. of Shares (diluted) 55,104,952
Value per Share $0.42

DCF Valuation Summary - Jubilee Zn - Pb Project

Resources Grade Contained Metal Commodity Price Value
(in tonnes) % (in lbs) (US$/lb) (C$)

Zinc 1,550,000 3.81% 130,193,989 $1.10 127,817,949
Lead 1,550,000 0.89% 30,412,769 $1.40 31,294,739

Operating Costs ($/tonne) $50.00
Recovery (Zn) 85% $159,112,688
Recovery (Pb) 70% Operating Costs (C$) $84,287,527
C$/US$ 1.05 $74,825,161

Estd. Mineral Resources (in tonnes) 1,550,000
Estd.Value of Minerals if extracted today $61,391,121
Annualized Standard Deviation of Mineral prices 41.7%
Capital Investment 5,000,000
Estd. Mine Life (years) 3.0
Riskfree Rate 4.20%

Stock Price $61,391,121 T.Bond rate 4.20%
Strike Price $5,000,000 Variance 0.17
Expiration (in years) 3.0 Annualized div yield 18.49%

d1 = 3.269
N(d1) = 0.999 Value of Option $31,157,704
d2 = 2.552 No of outstanding shares (diluted) 55,104,952
N(d2) = 0.995 Value per share $0.57

Inputs relating to the underlying asset

Output

Real Options Valuation - Jubilee Zn - Pb Project

Total Value (C$)

Net Value (C$)
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Conclusions &
Rating

Assumptions:

Resource Estimate –We discounted the inferred resource estimates by 50% as we
typically do with inferred resources.

Since there are several producing mines in the neighborhood, we have assumed that the
company will be able to process its ore in one of the facilities. These facilities include
Xstrata’s New Brunswick #12 Mine in Bathurst, New Brunswick and Acadian Mining 
Corporation’s Scotia Zinc Mine in Gays River, Nova Scotia.  The New Brunswick #12 
Mine is expected to run out of ore in 2010, and Jubilee ore could be transported to this
mine to extend operations.

We have used a discount rate of 11.63% (discount rate for a base metals project in a
relatively risk-free country)

We have assumed capital costs of $5 million for underground development. This is a
conservative estimate, based on comparable costs from the feasibility study at Acadian
Mining Corporation’s Scotia Zinc Mine.   

Our operating cost estimate of $50/tonne includes our rough estimate of the potential
shipping costs as well. Note that this estimate is conservative.

The average valuation on the project is $27.13 million, $0.49 per share.

Valuation Summary: Adding the working capital and the book value of the company’s 
other properties to our valuation on the Siribaya and Jubilee projects, we obtained a fair
value of $61.48 million, or $1.12 per share.

We believe both Jubilee and West Mali have considerable upside potential and represent
important new discoveries in their respective districts. Going forward, we expect the
company to do corporate restructuring to position themselves as an attractive takeover target.
This may include separating Jubilee and West Mali into separate companies. The Merrex
team is made up of experienced company builders and exploration geologists, and their
priority is building the value of Jubilee and West Mali to the point of takeover or joint
venture, where a mine building company could take it into production.

Valuation Summary Value VPS

Siribaya Gold Project - DCF $22,818,284 $0.41
Siribaya Gold Project - Real Options $29,901,474 $0.54
Average $26,359,879 $0.48

Jubilee Zn - Pb Project - DCF $23,103,735 $0.42
Jubilee Zn - Pb Project - Real Options $31,157,704 $0.57
Average $27,130,720 $0.49

Book Value of all the other properties $3,640,867 $0.07
Working Capital $4,349,570 $0.08
Debt - -

Fair Value of MXI $61,481,036 $1.12
Shares (diluted) 55,104,952
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Risks

venture, where a mine building company could take it into production.

Therefore, based on our valuation models and analysis of the company’s projects, we 
initiate coverage on MXI with a BUY rating (Risk 5: Highly Speculative), and a fair
value estimate of $1.12 per share. Our fair value estimate reflects an upside potential of
65% from current price levels.

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

The success of drilling, project studies, and development are important long-term success
factors for the company.

The value of the company depends on commodity prices.
The company is subject to delays that are affecting the entire mining industry.
Only one of the company’s properties has a NI 43-101 compliant resource estimate.
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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
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject
company. Fees of less than $30,000 have been paid by MXI 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, MXI has agreed to a minimum coverage term including an initial report and
three updates starting with this report. Coverage cannot be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based
subscribers on the dateshown 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 (80%), HOLD (8%), SELL (5%), SUSPEND (7%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm 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.

Fundamental Research Corp is registered with the British Columbia Securities Commission as a Securities Adviser which is not in any way an endorsement from the
BCSC. 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.


