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UPFRONT

Petaquilla Minerals Ltd. is not the Petaquilla company that is embroiled in a dispute with two 
other Canadian mining companies concerning a copper project in Panama. Petaquilla Minerals 
is about to bring its 100%-owned gold mine into production later this year and start generating 
revenue and cash fl ow. We believe its shares have been unduly and unfairly affected by its 
sister company’s troubles.

RECOMMENDATION

We are initiating coverage of Petaquilla Minerals Ltd., with a Speculative Buy rating and 
12-month and 3-year Target Prices of $3.15 and $4.95, respectively.

PROFILE

Petaquilla Minerals Ltd. (“Petaquilla Minerals” or the “Company”) is a Canadian junior 
mining company focused on bringing its 100%-owned Molejon gold project in Panama 
into production in 2008.  The Company also holds a 13% interest in Petaquilla Copper Ltd. 
(“Petaquilla Copper”), worth about $0.27 per share.

HIGHLIGHTS

•  The Molejon gold project is expected to be in production later in 2008
•  Financing has been secured for required capital expenditures on the project
•  Holds a 13% interest (worth over $25 million) in Petaquilla Copper, which is involved 

in developing the largest copper deposit in Panama
•  Holds an interest in a three-year contract with Petaquilla Copper to provide electricity 

generation and construction services worth over $4.4 million per year
•  Has exhibited the ability to maintain fi nancing fl exibility to fund its capital expenditure 

program with a mix of long-term debt, capital leases, and equity  
•  Strategy is supported by currently strong gold price, albeit with price volatility
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THE COMPANY

In October 2004, predecessor fi rm Adrian Resources Ltd changed its name to Petaquilla Minerals Ltd. 
which, through its subsidiary Minera Petaquilla, S.A., owns a controlling stake in the Ley Petaquilla 
concession. This is a large area of great mineral potential for porphyry copper and epithermal gold 
mineralization in the volcanic arc of western Panama.  

From a corporate perspective, the Molejon gold property has been separated from the adjacent 
copper-dominant porphyry deposits (Petaquilla, Botija, and Valle Grande-Vega). In 2006, a sister 
fi rm, Petaquilla Copper Ltd. (TSX: PTC), was incorporated to manage these copper interests, leaving 
Petaquilla Minerals to focus on bringing the Molejon gold mine into production.

The Company holds a 13% interest in Petaquilla Copper, representing an investment holding of 
$26.0 million, or $0.27 per Petaquilla Minerals share. Petaquilla Copper is mining one of the world’s 
largest copper deposits.

PROPERTY SUMMARY

Petaquilla Minerals holds a 100% interest in the Molejon Project, and has various interests in other 
land concessions.

(1) The Molejon Project

Molejon, within the Petaquilla concession, is located in the Donoso district of Colon province, 120 
km west of Panama City (Figure 1).
Figure 1. Map of Panama and location of the Petaquilla concession. From Technical Report  
Oct/2005, page 11).

Source: Company
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The isthmus of Panama represents the surface expression of an island arc, formed by the ongoing 
collision of tectonic plates which began in the late Cretaceous period. The region contains many 
gold and copper showings. Available evidence indicates that the largest deposits, the porphyry 
copper systems, become larger from east to west across the country, the largest-known examples 
being Petaquilla and Cerro Colorado. The Company has focused its attention on the Molejon gold 
deposit, on the southern fl ank of the Petaquilla group of copper deposits.

The Molejon property is located within the Ley Petaquilla concession, 136 km2 within a larger 
ground position of 795 km2, lies on the northern (Atlantic) fl ank of the rugged isthmus. As the 
Company’s website notes, “Project tenure is secured by ‘Ley Petaquilla’, a project specifi c mining 
law that gives the two companies secure ownership, in three renewable phases, for a total of sixty 
years”. 

The property ground is situated on the south margin of a 400 km2 granitoid batholith, a large, 
compositionally-oned intrusion. The Molejon area is dominated by Tertiary volcanics and 
subvolcanic andesites cut by minor intrusions of quartz-feldspar porphyry and feldspar porphyry. 
The epithermal gold-silver mineralization is hosted by northeast -trending zones of quartz breccia 
and adjacent fractured volcanics. The best gold grades are found largely in quartz breccia, but also 
in porphyry and andesite fl ows. 

The property has a well-documented reserve of bulk mineable gold mineralization (see Table 
1 below), including some higher-grade zones documented in recent drilling. In an updated NI 
43-101-compliant Technical Report, published October 18, 2007, the Molejon resource was stated 
to be 593,327 oz. Au Measured; 317,696 oz. Au Indicated; and 458,502 oz. Au Inferred, with a 
gold cut-off grade of 0.3 g/t:

Table 1. Resources 

Classifi cation Metric Tonnes Au g/t Contained Ounces
Measured 14,269,526 1.29 593,327
Indicated 14,061,158 0.703 317,696
Inferred 21,449,961 0.72 458,502

Source: Company

Additional reserves are known within the concession. An example is the Botija Abajo deposit, 
with a preliminary inferred resource of at least 120,000 oz gold, and there may be a corridor of 
mineralization linking Molejon and Botija Abajo, traceable in terms of copper-in-soil anomalies, 
a geochemical indicator critical to the original discoveries on the ground.

(2) Rio Belencillo Concession 

Gold Dragon Capital Management Ltd. (“Gold Dragon”) has an option to purchase all of the 
Company’s interest in Rio Belencillo by the expenditure of $100,000 in exploration costs by May 
7, 2007 and $400,000 in exploration costs by February 7, 2008, and then by paying the Company 
$1,152,400.  This sum is payable in shares of Gold Dragon. The payment of $100,000 has not been 
made and the Company is in process of amending the agreement with Gold Dragon. There is no NI 
43-101 Technical Report on the property.
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(3) San Juan Concession - Panama

The Company announced on April 17, 2008 that it had settled its dispute with Geneva Resources 
Inc. and that the San Juan property will be retained 100% by Petaquilla Minerals. The Company 
will issue to Geneva Resources 100,000 shares of Petaquilla Minerals in four equal installments.

The San Juan Property is adjacent to the Company’s Molejon gold project and the Petaquilla porphyry 
copper project. To date, the Company has conducted little exploration on the property.

INVESTMENT CONSIDERATIONS

Strengths

The Molejon Project is expected to be in production in late 2008 at an initial 100,000 ounces • 
of gold annually, with estimated cash costs of below US$400.00 per ounce.
The property has a Measured + Indicated resource estimate of 911,023 ounces of gold.• 
There is a further Inferred resource estimate of 458,502 ounces of gold.• 
Throughput is estimated initially to be at 2,200 tonnes per day, rising to 5,000 tonnes per day • 
when the total resource estimate exceeds 1.5 million ounces.
The property, hard to access until recently, now has rapidly developing infrastructure, including • 
a link road capable of handling 70-tonne trucks, which connects the mine site to the national 
highway system and port facilities.
The Petaquilla Copper investment is worth $0.27 per Petaquilla Minerals share.• 
The Molejon gold project will be able to share infrastructure with the associated copper projects • 
of its sister company (Petaquilla Copper).
The parallel drill programs by Petaquilla Copper may provide additional feed for the gold milling • 
operation, in the form of near-surface gold-rich copper-gold oxide ore, currently being drilled 
at the Botija Abajo deposit. Its Indicated resource estimate is 123,000 ounces of gold.
Management are thoroughly familiar with the legal, business, and mining environment in • 
Panama (See Appendix 1: Management and Directors).
Panama is an investment-supportive country, recognizing the immense potential the Petaquilla • 
projects represent.
The Company has demonstrated strong fi nancing capabilities in the past, and it has tentatively • 
secured the necessary funds to bring the mine into production as planned.
51% interest (Petaquilla Copper 49%) in Petaquilla Infrastructure which proposes to build a • 
360MW power plant to serve the Molejon gold mine, and the Petaquila Copper project, with 
the excess avaliable to sell to the market. 

Challenges

Estimated capital expenditures to bring the Molejon Project into production in 2008, plus other • 
related activities associated with it, are $35 million.
Actual capital expenditures may be larger than expected.• 
Delays in bringing the Molejon Project into production on time could result in signifi cant cost • 
overruns.
Future cash fl ows on the project may be less than expected. • 
Exposure to commodity price fl uctuation.• 
Currency risk if assets, such as mining equipment, have to be purchased in non-U.S. dollars.• 
Mining industry costs are rising because of the strong demand for labour and equipment.• 
Securing labour and equipment can be challenging, leading to project delays.• 
Operation of diesel power generators can be costly.• 
Exploration risk• 
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FINANCIAL REVIEW & OUTLOOK

Fiscal Year End
May 31

Revenues
As with most junior exploration companies, Petaquilla Minerals does not currently generate any 
revenues from its mining projects. This will soon change.

Expenses
For the nine months ending January 2008, operating expenses (excluding non-cash and non-recurring 
expenses) increased to $7.2 million, compared to $5.4 million for the same period in 2007. This 
increase refl ects an increase in the number of operating offi ces in Panama and corporate activities 
during this period. We expect operating costs will drop in fi scal 2009 compared to fi scal 2008. 

Burn Rate
The average monthly burn rate for the nine months ending January 2008 was approximately 
$800,000, a signifi cant increase from 2007. This burn rate represents the amount of non-discretionary 
expenses in exploration activities, such as labour costs, travel, offi ce administration, and accounting 
and legal fees. This burn level is expected to increase, as the Company has moved towards the pre-
production phase of the project.  As of January 30, 2008, the cash balance stood at $3.8 million, 
which should cover all non-discretionary expenses for more than four months.   

Capital Expenditures
Capex of $31.5 million was recorded for the nine months ending January 2008. $15.7 million of 
this was spent on mining properties, with the same amount going to mining equipment, computers 
and offi ce equipment. This is a signifi cant increase from the same period earlier ($23 million), 
refl ecting higher spending on mining and offi ce equipment and higher mining property costs, as 
the Molejon Project is moving towards the pre-production phase.

Estimated capital expenditures for the Molejon Project in 2008 are $35 million, with a further $8 
million expected for operating and administrative expenses; this amount is expected to be suffi cient 
to bring the Molejon Project into production in late 2008.

Financing
To date, the Company’s capital and operating expenditures have been well fi nanced with a 
combination of equity, long-term debt, and capital leases.  On April 28, 2008, the Company 
announced that it had arranged a fi nancing for up to US$60 million of senior secured notes, plus 
warrants. Thus, the Company has fi nanced the entire cost of its anticipated $43 million capital 
expenditure program through the use of debt.  

Capital Structure
On a pro forma basis, including the US$60 million senior secured notes, the Company’s total debt, 
including capital leases, comprises 53% of total capital, up from 13% before the note issuance. 
This is a high level for a mining company and refl ects the confi dence that the market has in the 
Company and the project.
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Options and Warrants (as at January 31, 2008, and pro forma subsequent events)

COMMENT: The $52.7 million potential equity from the 22.92 million warrants exercisable at 
$2.30 is part of the recent $60 million debt issue. 

COMMENT:  We expect a signifi cant number of in-the-money options and warrants to be exercised 
over the next three years.  However, potential equity in 2008 would only be $337,500 as there are 
150,000 options that are expiring during our forecast period, and that are within our 12-month 
forecasted share price target. This would not have a signifi cant dilutive impact.  

A. Options 
(Market price per share as at June 3, 2008:  $1.98)

Exercise Price Number Expiry Date Comments Potential Equity
$2.25 150,000 19-Oct-08 OM $337,500
$0.50 288,784 April to July 2010 IM $144,392
$1.05 1,001,640 1-Feb-11 IM $1,051,722
$1.73 120,000 27-Apr-11 IM $207,600
$2.15 (weighted average) 6,385,854 January to November 2012 OM $13,729,586
$2.70 - $2.80 175,000 February 2013 OM $481,250
Total 8,121,278 $15,952,050

B. Warrants

Exercise Price Number Expiry Date Comments Potential Equity
$3.50 389,000 9-Jan-10 OM $1,361,500
$3.50 705,955 1-May-09 OM $2,470,843
$3.50 1,302,875 October to December 2009 OM $4,560,063
$1.54 9,524,605 17-Oct-11 IM $14,667,892
$2.30 22,920,000 April 2013 OM $52,716,000
Total 34,842,435 $75,776,297

Source:  Company, eResearch;  IM = In-the money;  OM = Out-of-the money

$000s; As at date shown:
100% debt

Petaquilla Minerals Ltd. Jan 31/06 Apr 30/07 May 31/08(E) May 31/09(E)
Short-Term Debt 0 488 420 350
Short-Term Capital Leases 0 0 2,769 1,700
Long-Term Capital Leases 0 0 5,633 3,400
Other Long-Term Debt 0 699 286 0
Senior Secured Notes 0 0 0 60,000
   Total Debt 0 1,187 9,108 65,450
Total Equity 1,886 34,838 60,959 53,059
Total Capital 1,886 36,025 70,067 118,509

Debt/Total Capital 0.0% 3.3% 13.0% 55.2%
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     9 Months Ending 12 months 15 months 13 months 12 months
Jan. 31/07 Jan. 31/08 Jan. 31/06 Apr. 30/07 May 31/08(E) May 31/09(E)

Statement of Income/(Loss):
Operating Income 0 0 0 0 9,000,000
Non-Operating Income 213,214 103,922 48,239 352,880 104,000 100,000
General & Administrative Expense (5,430,950) (6,932,694) (2,075,186) (7,984,204) (8,000,000) (6,000,000)
Amortization (600,578) (787,387) (56,697) (471,309) (900,000) (1,000,000)
Stock-based Compensation (9,949,903) (5,084,956) (410,301) (20,386,270) (5,100,000) (1,000,000)
Other Non-Cash Items 75,870 13,759,384 (73,813) 1,328,191 13,759,384 0
Interest expense (68,239) (9,000,000)
Other Income/(Expenses) 0 6,588,742 0 (733,499) 6,588,742 0
Net Income/(Loss) (15,692,347) 7,647,011 (2,567,758) (27,962,450) 6,452,126 (7,900,000)

Total Shares Outstanding 89,876,951 95,413,197 70,246,303 89,876,951 95,662,497 95,662,497
Weighted Average Shares Outstanding 80,012,917 92,391,989 56,115,596 79,992,262 92,454,314 95,662,497
Earnings (Loss) Per Share ($0.20) $0.08 ($0.05) ($0.35) $0.07 ($0.08)

Statement of Cash Flow:
Net Income (Loss) (15,692,347) 7,647,011 (2,567,758) (27,962,450) 6,452,126 (7,900,000)
All Non-Cash Items 10,173,850 (7,887,041) 540,811 19,594,971 (7,759,384) 2,000,000
Cash Flow from Operations (5,518,497) (240,030) (2,026,947) (8,367,479) (1,307,258) (5,900,000)
Cash Flow Per Share ($0.06) ($0.00) ($0.03) ($0.01) ($0.06)
Capital Expenditures (Properties) (23,123,599) (31,501,478) (291,877) (25,330,207) (31,501,478) (35,000,000)
Other Investing Items (6,293,358) 9,838,251 (2,197,611) (803,609) 9,900,000 0
Free Cash Flow (34,935,454) (21,903,257) (4,516,435) (34,501,295) (22,908,736) (40,900,000)
Working Capital Changes 2,331,860 (5,243,728) 269,095 (611,623) (12,744,277) 1,996,588
Equity Financing 32,239,656 22,350,088 12,527,110 25,455,390 22,734,010 0
Debt Financing 1,046,946 7,956,630 0 1,187,067 7,956,630 60,000,000
Change in Cash 683,008 3,159,733 8,279,770 (8,470,461) (4,962,373) 21,096,588

0
Cash, Beginning of the Period 6,246,816 665,290 891,548 9,135,751 9,171,318 4,208,945
Cash, End of the Period 6,929,824 3,825,023 9,171,318 665,290 4,208,945 25,305,533

As at As  at As  at As  at
Jan. 31/08 Jan. 31/06 Apr. 30/07 May 31/08(E) May 31/09(E)

Balance Sheet:
Cash 3,825,023 9,171,318 665,290 4,208,945 25,305,533
Other Current Assets 3,548,536 68,838 1,741,154 3,548,536 3,550,000
Amount received from Petaquilla Copper Ltd. 329,759 4,582,937 329,759 329,759
Property and equipment 13,523,622 285,005 5,343,147 13,523,622 13,600,000
Mineral Properties 55,075,860 2,389,769 31,236,455 55,075,860 86,075,860
Investment in Petaquilla Copper Ltd. 10,205,691 892,242 1,807,000 10,205,691 10,205,691
Total Assets 86,508,491 12,807,172 45,375,983 86,892,413 139,066,843
Debt and capital leases due 3,207,450 551,096 487,882 3,207,450 3,207,450
Other Liabilities 16,789,322 0 4,951,297 16,789,322 16,800,000
Debt Obligations 5,936,248 0 5,099,185 5,936,248 66,000,000
Total Liabilities 25,933,020 551,096 10,538,364 25,933,020 86,007,450
Shareholders' Equity 60,575,471 12,256,076 34,837,619 60,959,393 53,059,393
Total Liabilities & Equity 86,508,491 12,807,172 45,375,983 86,892,413 139,066,843

Book Value (S.E.) Per Share $0.63 $0.17 $0.39 $0.64 $0.55

Source: eResearch

Table 2: Selected Financial Information

COMMENT:  With the Molejon Project moving towards the pre-production phase, operating expenses are expected to 
increase for fi scal 2008, but decline the following year. Financing to bring the Molejon Project into production has now been 
arranged, with the recent announcement of the US$60 million of senior secured notes. Initial revenue will be generated with 
the mine start-up expected later in 2008, but interest expense will have a signifi cant impact on the bottom line. The signifi cant 
net income expected for fi scal 2008 refl ects a substantial gain on the sale of an investment in Petaquilla Copper.       
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VALUATION

We have used the peer comparison method to determine an appropriate valuation for the shares of 
Petaquilla Minerals Ltd. Our selection of peers includes GlobeStar Mining Corporation, Bellhaven 
Copper & Gold Inc., Dominion Minerals Corp., Oro Gold Resources Ltd., and Red Back Mining 
Inc.

GlobeStar Mining Corporation (TSX: GMI)
GlobeStar Mining will soon be entering production at its copper-gold Cerro De Mamión mine in 
the Dominican Republic. When it reaches full production, this low-cost mine should be able to 
provide annual output of 33.5 million pounds of copper, 18,000 ounces of gold, and 500,000 ounces 
of silver. The Company also is actively exploring for nickel and the acquisition of additional gold 
and copper properties, all in the Dominican Republic.

Bellhaven Copper & Gold Inc. (TSX: BHV)
Bellhaven Copper & Gold Inc. is a leading exploration company operating in the Republic of Panama. 
This aggressive company has rapidly acquired an impressive portfolio of mineral properties. These 
highly prospective copper and gold concessions, totaling over 500 km2, are located in some of the 
most mineral-rich regions of Panama.

Dominion Minerals Corp. (OTCBB: DMNM)
Dominion Minerals Corp. is a U.S.-based copper and gold exploration and development company, 
focused primarily on its Cerro Chorcha Porphyry Copper Project in Panama and its gold and copper/
gold ventures in China.   

Oro Gold Resources Ltd. (TSX-V: OGR)
Oro Gold is a rapidly growing gold exploration company committed to making low-cost acquisitions 
of under-explored properties with signifi cant potential value in Mexico and Central America. 

Red Back Mining Inc. (TSX: RBI)
Red Back Mining operates, explores for, acquires, and develops mineral properties in Africa. 
Currently, it owns two gold mines: (a) in Ghana, a 100% interest in the producing Chirano Gold 
Mine, with the Government of Ghana having a back-in interest of 10%; and (b) in Mauritania, a 
100% interest in the Tasiast Gold Mine. The Company is also active in Côte D’Ivoire.
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Analysis

Petaquilla Minerals has a property ratio of 2.56x, compared to the peer group average of 3.11x.  
However, the strength of Petaquilla Minerals lies in the following factors:

(1)  Petaquilla Minerals holds a 12.8% interest in Petaquilla Copper Ltd., which holds leaseholds 
on one of the largest copper deposits in Central America.

(2)  The Government of Panama is supportive of Petaquilla Minerals’ and Petaquilla Copper’s 
mining operations.

After adjusting for 2008 estimated capex, Petaquilla Minerals’ property ratio declines slightly to 
2.31x.  This decline refl ects the fact that the expected book value of the property increases without 
any change to the market price, as we assume 50% of the estimated capital expenditures to be 
fi nanced with debt.

We believe, however, that Petaquilla Minerals can attain higher than the average of its peers, or 
4.00x, which gives the Company an intrinsic value approaching $3.11 per share.

Accordingly, we are setting our one-year Target Price for Petaquilla Minerals at $3.15 per share.

Looking ahead, assuming operations on all properties ramp up as expected, we are using a Selected 
Ratio of 6.00x to derive a 3-year Target Price of $4.65 per share.

(C$1 = US$1) Petaquilla Minerals GlobeStar Mining Bellhaven Copper & Gold Dominion Minerals Corp. Oro Gold Resources Red Back Mining
PTQ: TSX GMI: TSX BHV:TSX DMNM: NY OGR: TSX-V RBI: TSX

 Pro Forma Jan-08 March-08 January-08 September-07 August-07 December-07
Corporate: 

Share Price 1 C$ 2.03 C$ 1.89 C$ 0.71 C$ 0.32 C$ 0.56 C$ 7.55
Shares O/S 95,413,197 102,354,397 27,694,411 35,800,000 17,031,107 188,329,970
Market Cap C$ 193,688,790 C$ 193,449,810 C$ 19,663,032 C$ 11,456,000 C$ 9,537,420 C$ 1,421,891,274

Mineral Properties:
Book Value (Cost) C$ 68,599,482 C$ 67,229,224 C$ 6,120,683 C$ 2,240,771 C$ 2,163,312 C$ 441,451,000
Market Value C$ 175,779,781 C$ 183,971,102 C$ 15,965,758 C$ 9,148,784 C$ 6,951,436 C$ 1,288,843,274
Difference C$ 107,180,299 C$ 116,741,878 C$ 9,845,075 C$ 6,908,013 C$ 4,788,124 C$ 847,392,274
Property Ratio 2.56 2.74 2.61 4.08 3.21 2.92
Average Ratio (Peers) 3.30

Adjusted Book Value (Cost) 2 C$ 95,599,482
Adjusted Property Ratio 2.31
Selected Ratio 4.00

Common Equity (Per Statements) C$ 60,575,471
Adjusted Common Equity (Selected Ratio) 3 C$ 293,958,719

Equity Per Share (Per Statements) C$ 0.63
Adjusted Equity Per Share (Selected Ratio) 4 C$ 3.11

Note 1: Share price is average of last 20 trading days.
Note 2: Mineral Properties are adjusted for assumed capex of $27 million.
Note 3: Shareholders' Equity adjusted for additions to Mineral Properties and the equity financing of $17.5 million associated with capex.
Note 4: Adjusted Equity Per Share is calculated on 104.2 million shares O/S to account for equity issue for capex.

Source: eResearch

Table 3: Corporate Comparison
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TECHNICAL OPINION

Technically Speaking
By Stephen Whiteside - Publisher - TheUpTrend.com

The recent decline in the price of Petaquilla Minerals may have discouraged some investors, but 
it looks like higher prices may be just around the corner.

The recent down move in the stock, which started in January of this year, successfully tested the 
January 07 lows [1]. And the positive price movement that came after the retest of these lows 
was enough to trigger our cycle bottom indicator [2].

Long-term investors of Petaquilla Minerals may want to accumulate additional shares at these 
prices, while new investors may wish to see additional positive price movement and the start of a 
new uptrend before taking action.  

Based on the current weekly chart, a new uptrend would be confi rmed with a weekly close above 
$2.34 [3]. 

Once this new weekly uptrend is in place, the fi rst price target would be $3.02 [4], and the 
second target would be $3.36 [5].
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APPENDIX 1: MANAGEMENT & DIRECTORS

Richard Fifer, President, Chief Executive Offi cer, and Director 
● Citizen and resident of Panama 
● B.S. Geology, B.S. Geophysical Engineering, M.A. Finance 
● Former President of Corporación de Desarrollo Minero (Codemin), Panama’s state mining 

company 
● Former National Security Advisor to The Presidency of the Republic of Panama 
● Former Governor of the Province of Cocle 

John Cook, Chairman of the Board of Directors 
● Citizen and resident of Australia 
● Equity Consultant, authorized representative of Reynolds & Co. Stockbrokers - Sydney, 

Australia 
● Over 40 years of experience as an institutional and high net worth adviser, specializing in 

the raising of capital for mining companies 

Bassam Moubarak, Chief Financial Offi cer 
● Citizen and resident of Canada
● B.A. Economics, and Chartered Accountant
● Experienced in corporate fi nancial reporting, designing fi nancial processes and controls, and 

risk management
● Formerly Senior Manager with public accounting fi rm, Deloitte & Touche LLP, where he 

was responsible for audits of public companies and overseeing SOX 404 implementations

Marco Tejeira, Director 
● Citizen and resident of Panama 
● Attorney at Law, currently a Senior Partner with the Panamanian law fi rm Grimaldo & 

Tejeira 
● Economically and professionally involved with the mining activity in Panama, specifi cally 

with the Petaquilla Project since 1987 
● His family has resided in the La Pintada region of Panama (near the Company’s project) for 

several generations 
● Over 20 years’ experience in the mining industry 

Ralph Ansley, Director 
● Citizen and resident of Australia 
● Former Manager of Mining and Metals Engineering for Bechtel 
● Over 40 years experience in the mining industry 

Robert Baxter, Director 
● Citizen of Australia 
● President and Director of Norsemont Mining Inc. and a Director of Chariot Resources 

Limited. 
● B Sc (Hons.) Applied Geology 
● Member of the Australian Institute of Mining and Metallurgy (AusIMM) 
● Over 23 years’ experience in the mining industry 

Gaston Araya, Construction and Production Manager
● Citizen and resident of Panama
● Formerly Vice-President, Operations for Glencairn Gold Corporation (now Central Sun    
 Mining Inc.) where he supervised projects at various sites in Central America, and General 

Manager and Chief Operating Offi cer for Mayan Gold Inc. with operations in Honduras.
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APPENDIX 2: KEY SHAREHOLDERS

As of May 4, 2008, Walnut Street Absolute Return Fund, L.P. is the largest shareholder of Petaquilla 
Minerals through its holding of 11,666,000 shares, or 12.2%, of the total 95.6 million shares 
outstanding.

The Fund is an investment fund, and the acquisition of the shares were made for investment purposes. 
Management of the Fund’s portfolio is the responsibility of Walnut Street Capital Management, 
LLC. The Fund may from time to time acquire or dispose of, or alternatively maintain current 
holdings of, the securities of Petaquilla.

According to SEDI, notable shareholdings by management and directors include the following:

Richard Fifer  common shares: 1,192,283 
   options: 2,174,016

John Cook  common shares: 70,000
   options:  431,200

Bassam Moubarak options: 100,000

Marcos Tejeira  common shares: 173,000
   options:  734,000

Ralph Ansley  options: 335,092

Robert Baxter  common shares: 60,000
   options:  400,000
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APPENDIX 4: DETAILED PROPERTY DISCUSSION

History 

Central America is highly prospective for bulk-tonnage porphyry copper as well as high-grade 
epithermal gold systems. Panama is noted for both, containing various gold deposits as well as the 
huge Cerro Colorado and Petaquilla porphyry copper systems (Figure 2). The latter, including the 
major Petaquilla and Botija porphyry deposits, was a discovery of the then-active United Nations 
Development Program (UNDP) in 1967-1969.  This eventually set the scene for further exploration, 
and the discovery of the Molejon gold deposit. 

Rock sampling in 1991 on the southeast two-thirds of the full Petaquilla concession returned 
anomalous arsenic (>12 ppm) and gold (>100 ppb) in the Molejon area. Around this time, British 
Columbia-based junior Adrian Resources Ltd. acquired an option to earn into the Petaquilla copper 
deposits, for an interest of 32% (Canadian Mines  Handbook, 1993-1994). Extensive drilling and 
sampling at Molejon began in February 1994.  Drilling at Molejon continued in 1995 and a resource 
of 7.8 MT grading 2.63 ppm Au was estimated. Minor drilling plus some metallurgical work was 
conducted in 1997 and, in 1998, H.A. Simons Ltd. completed a bankable feasibility study for the 
Petaquilla copper resources.

Figure 2. Location Of Petaquilla Concession, Panama, In Relation To Other Known Copper And 
Gold Deposits In The Country, From Speidel Et Al. (2001).

The modern Petaquilla property is an exploration and mining concession granted on February 
26, 1997 as Law No.9 (the “Ley Petaquilla”) of the Legislative Assembly of Panama to Minera 
Petaquilla, S.A., a subsidiary of Petaquilla Minerals Ltd., covering an area of 136 km2. 

Source: Company
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On June 2, 2005 the joint venture partners agreed to sever the porphyry copper and gold interests, 
whereby the Molejon gold deposit and 100% of any other gold deposits on the concession were 
transferred to Petaquilla Minerals, subject to a royalty payable to Teck Cominco and Inmet. Most 
of the initial Molejon drilling took place in 1994-1995, under the tenure of Adrian Resources Ltd. 
In the summer of 2005, some 5,000 m of trenching provided new perspectives.

On June 6, 2006, Petaquilla Minerals’ shareholders passed a resolution to transfer control of the 
Petaquilla copper project to subsidiary, Petaquilla Copper.

2. Access 

Molejon is located at 80E38’46’W, 8E48’N. The mineralized zones lie at the headwaters of several 
rivers, in dense jungle. The site is some 20 km southeast of the mouth of the Petaquilla River on 
the Caribbean coast, while the Pacifi c coast lies 55 km to the S.S.E., across the continental divide. 
The topography is rugged, with elevations of 60 to 175 metres above sea level (masl). 

A dirt road was built in 2006, linking Molejon to Coclesito village, 15 km distant. From this village 
it is 28 km by road to the small town of La Pintada, and a further 13 km of highway to the city of 
Penonome on the Pan American Highway.

3. Climate

The climate is equatorial, hot and wet, 25-30EC, high humidity (seldom <85%), with as much as 
3 m (118”) of rain in a typical year, and sometimes more. Winter (January-March) is the usual dry 
season.

4. Metallogeny - The Central American Island Arc

In Central America, substantial deposits of copper and gold are hosted by island arc volcanics of 
late Cretaceous and younger age.  Panama has four porphyry belts or districts which seem to get 
younger towards the west (Figure 3 above). 

The oldest volcanics are low-K tholeiitic basalts, formed in an intraoceanic island arc. Volcanism 
became more potassic and, by the late Miocene, was dominated by calc-alkaline andesites. The 
oldest, Cretaceous-Eocene magmatism, does not seem to have produced appreciable mineralization, 
but later Oligocene (Petaquilla) and Pliocene (Cerro Colorado) deposits are much larger, perhaps 
in part because the later magmatism was emplaced into a thicker island arc crust, with more scope 
for extended magmatism, hydrothermal activity and mineralization.

5. Geology

The following summary is taken from a number of sources, including Speidel et al. (Soc.Econ.Geol. 
Spec.Publ. 8, 349-362, 2001) and NI 43-101 reports by Wahl (2005) and Muller (2007).

As of 2001, the Petaquilla area was known to contain three major porphyry Cu- Au- Mo deposits 
with estimated total metric reserves of 1,218 MT grading 0.50% Cu and 0.08 ppm Au (cut-off grade 
0.3% Cu), plus the Molejon low-sulphidation epithermal Au deposit, with an estimated 570,000 oz 
Au (diluted resources of 8 MT averaging 2.2 ppm Au, cut-off grade 0.48 ppm). 

The main porphyry deposits are the shallow-dipping, tabular Petaquilla and Botija bodies and the 
funnel-shaped Valle Grande-Vega (Figure 3 overleaf).
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Figure 3. Map Of The Petaquilla Concession, From Speidel Et Al. (2001).

The epithermal gold at Molejon occurs in multiphase northeast-striking and shallow north-dipping 
limonitic quartz-carbonate veins and vein breccias, and lesser disseminations in altered intrusives or 
quartz stockworks. The porphyry centres can be recognized by multiple phases of intrusion, extensive 
contact metasomatism and strong, texture-destroying silica-phyllic alteration with abundant pyrite, 
limonite-quartz, quartz-sulphide or quartz-magnetite stockworks.

While geochemical exploration was key to the discovery, geophysical exploration (airborne magnetic 
and radiometric, ground magnetic) can help to distinguish between intrusive phases, separate 
intrusives from volcanics, and differentiate fresh from altered rocks.

The property lies at the south edge of a 400 km2 batholith, age dated at 32.6”2 Ma. This body is a 
zoned intrusion with quartz monzonite core, grading out to granodiorite and porphyritic granodiorite. 
The Molejon area, south of the batholith, is dominated by Tertiary volcanics and subvolcanic 
andesites intruded by quartz-feldspar and feldspar porphyries. Northeast -trending zones of quartz 
breccia and adjacent fractured volcanics are host to epithermal Au- Ag mineralization. The Au 
grades are found largely in quartz breccia, but also in porphyry and andesite fl ows. Native gold 
grains occur interstitial to quartz, 1-15 μm (typically 5-15 μm, 0.005-0.015 mm) in size.

The local andesite is intruded by quartz-feldspar and feldspar porphyry bodies. A northeast-striking 
fault may be the main structural control for emplacement of an hydrothermally altered quartz 
breccia which hosts the Molejon mineralization. Most occurrences appear to be associated with 
northeast-trending lineaments. Andesitic rocks vary from aphanitic to strongly porphyritic. Andesitic 
agglomerate with clasts up to 30 cm wide lies beneath the lower limonitic alteration zone at Molejon. 
The alteration includes epidote, chlorite, sericite, limonite and carbonates. The andesites are also 
strongly weathered and oxidized,and tend to be fractured and silicifi ed near quartz breccia. Where the 
coarse quartz-feldspar porphyry is fractured, cracks provide a locus for gold deposition. Three main 

Source: Company
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quartz breccia zones have been outlined, with the middle zone at the contact of feldspar porphyry 
with underlying andesite. The zones all contain clasts of andesite and feldspar porphyry. Epidote 
marks a propylitic alteration envelope around mineralization. The surface weathering extends to 
.30 m depth. Assays are not sharply bound by lithological contacts. In drilling, core recovery was 
excellent below 30 m, but 25-80% in weathered near-surface bedrock.

The Ley Petaquilla hosts future opportunities for the Company, in the form of gold-bearing copper 
mineralization, such as the Botija Abajo deposit. Botija Abajo is owned by Minera Petaquilla S.A., 
and is located 2 km from the Botija porphyry copper deposit and 3 km on strike from Molejon. 
Encouraging drill data have been published, including a press release on February 26, 2007 which 
noted that “the area is characterized by a sulfi de-enriched, granodioritic intrusion that appears to 
be capped by an extensive oxide zone of copper mineralization. The prior, widely-spaced, drilling 
program at Botija Abajo intercepted signifi cant amounts of pyrite and chalcopyrite with minor gold 
indicating the outer zone of a copper-gold porphyry. Recent drilling, however, intercepted signifi cant 
chalcocite (oxide copper) beneath epithermal gold mineralization”. 

COMMENT: Chalcocite is actually a copper-rich sulphide, Cu2S, of considerable economic 
importance. It is found especially in supergene zones of weathering and resultant copper mobility 
above porphyry deposits, in arid climates. 

6. Resources and Grades

A recent report by Muller uses data from drilling in January 2006 through to September 2007. In 
total, assays from 476 drill holes and 207 trenches were used in generating a resource estimate with 
a 0.3 ppm Au cut-off grade (Table 1). This is an NI 43-101 -compliant resource calculation with the 
latest data, based on over 30,000 m of new drilling and 16 km of exploration trenching. The latest 
program included both infi ll drilling at the proposed open pit and condemnation drilling in likely 
areas for the plant and tailings pond. 

The Company announced an updated NI 43-101 compliant gold resource estimate for the Molejon 
Gold deposit by AAT Mining Services on October 18, 2007. The estimate was a total Measured 
resource of 593,327 ounces and an Indicated resource of 317,696 ounces (see Table 4 below). 
Additionally, the estimate included an Inferred resource of 458,502 ounces at an average grade of 
0.665 g/t above a cut-off of 0.3 g/t. 

Further, if no cut-off grade is applied, the total resource is over 2.8 million ounces of gold. 
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Table 4: October 2007 Resource Estimate

Measured
Grade cutoff Tonnes Au Au Au

in g/t  grams/tonne grams ounces
.3    2,757,315    0.348    960,657    30,886    
.4    2,067,102    0.446    921,894    29,640    
.5    7,683,176    1.013    7,784,218    250,272    

2.5    1,170,618    3.469    4,060,956    130,565    
5.0    591,315    7.993    4,726,538    151,964    

Total    14,269,526    1.29    18,454,262    593,327    
Indicated

Grade cutoff Tonnes Au Au Au
in g/t  grams/tonne grams ounces

.3    5,312,433    0.343    1,822,984    58,611    

.4    2,467,167    0.445    1,097,888    35,298    

.5    5,873,534    0.924    5,426,666    174,474    
2.5    345,516    3.236    1,117,982    35,944    
5.0    62,508    6.651    415,769    13,367    

Total    14,061,158    0.703    9,881,288    317,696    
Inferred

Grade Cutoff 
g/Tonne

Inferred 
Tonnes

Average Gold 
Grade 

g/Tonne

Inferred 
Gold Grams 
(contained)

Inferred 
Gold Troy 

Ounces 
(contained)

0.3    4,829,733    0.342    1,650,927    53,079    
0.4    4,411,224    0.446    1,969,183    63,312    
0.5    12,190,533    0.869    10,589,925    340,479    
2.5    18,471    2.747    50,747    1,632    

Total    21,449,961    0.665    14,260,781    458,502    
Further, another 458,502 Inferred ounces have been geo-statistically shown in a new area northwest of 
the Molejon Measured and Indicated Resources.
Source: Company

Since the October drill results, the Company has completed a further 132 holes. Results are expected 
to permit the conversion of certain Inferred resources to Indicated and Measured. Importantly, 
the drill results obtained encourage the expansion of previously-identifi ed high-grade ores (see 
Table 5 below).

7. Mineralogy

A hallmark of important economic deposits of metals is repetitive, multi-stage episodes of fracturing, 
alteration and mineralization, which encourages the accretion of large economic concentrations of the 
commodities in question. Brief informal examination of high-grade drill core from Molejon (Table 5)
revealed characteristics consistent with a protracted hydrothermal system at the deposit.

Annotation based on a display presented by the company at the core shack of the Prospectors and 
Developers Association of Canada (PDAC) meeting in Toronto, March 2-3, 2008.

Hole Depth (m) Grade, ppm Au Observations

MO 06-54 83.65-85.65 17.2 At least 3 generations of quartz veins in a 
chloritized and argillized porphyritic volcanic

MO 06-108 9.2-10.7 69.6 Goethite-lined fractures cutting pale argillized 
volcanic

MO 07-390 49.40-49.74 28.0 Banded chalcedonic silica cut by later quartz 
veining

The above sampling is informal and anecdotal, and represents an interesting sub-set of high-grade 
rocks chosen by the company. 

Table 5. Selected High-Grade Intersections
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According to Muller (2007), the pay quartz may be a shallow-dipping sheet, reminiscent of the 
“Flat Makes” of the Emperor mine (Fiji) or the “fl ats” at Cripple Creek (Colorado). Pyrite and 
other sulphides are not seen in outcrop, but occur as fi ne disseminations (<1%) in fresh andesite in 
core, especially along joints and fracture surfaces. The reported Au : Ag metal ratios vary, and the 
relationship of Au-Ag-Cu to their host mineral(s) is poorly understood (ibid., p.17). 

8. Metallurgy 

At least some of the gold is known to be very fi ne-grained, and hosted by quartz. Lakefi eld Research 
undertook a cyanidation study of gold recovery in 1997, at the behest of Teck Cominco, to measure 
recoveries in six composites with grades of 0.87 to 3.76 ppm gold. According to Wahl (2005), 
gold extractions of 95-99% were achieved, provided that the grinding was to >90% <200 mesh 
(75 microns, 0.075 mm), with higher losses at coarser grinds. A single fl otation test conducted in 
1997 was ineffective, presumably due to encapsulation of microscopic gold grains. Recent tests 
by successor fi rm SGS Lakefi eld, summarized by Muller (2007), affi rm the fi ne-grained nature of 
gold in near-surface saprolite, volcanic rocks and quartz veins.  

Petrographic work undertaken in 2007 suggests that copper may be more important at Molejon than 
previously recognized. However, silver in the deposit is insuffi cient to warrant plans for separate 
mining or plant recovery of this metal.

According to the company web site, “Anticipated throughput for the project for the fi rst year of 
production will be 2,200 tonnes per day. The plant will utilize three ball mills and a carbon-in-
pulp processing facility. Plans are in place to increase production to 5,000 tonnes per day with the 
addition of a SAG mill as the supply of mill feed permits.”

Some mineralogical results are summarized in the recent, detailed reports by Muller (AAT Mining 
Services, 2007) and Wahl (SRK Consulting, 2005). Fine-grained, in fact microscopic native gold 
with variable silver content is hosted in quartz. Reported metal ratios of gold to silver vary, and the 
mineralogical relationships of gold, silver and copper are unclear. Muller recommended additional 
copper assays as a test of a possible link between the Molejon and nearby Botija Abajo gold deposits 
(a structure from Molejon northeast past the Brazo prospect to the Botija Abajo Cu-Au deposit 
is now called the El Real trend). At Botija Abajo and Brazo, supergene mineralization includes 
chalcocite and rare native copper. Hypogene mineralization is chalcopyrite and pyrite with rare 
bornite and (Botija Abaho) covellite. 

9. Mine Site Details

A new road has recently been completed, and upgraded to allow heavy vehicular traffi c to reach 
the new Molejon camp. This access is being extended to the nearby Petaquilla area, and future 
development efforts on the copper porphyries. The camp has diesel generators, housing for over 
200 persons, a sample preparation laboratory, core storage and core drying buildings, cafeteria and 
offi ce facilities, while the mill and associated buildings are nearing completion (October 2007).

10. Taxation Regime and Other Payments Due

The SRK Consulting report by Wahl (2005) reviewed the project in detail, including terms payable 
on an operating mine. The 1997 agreement is for 20 years, with two options to renew for 20+20 
years, to the year 2057. Modest rental rates are payable to the government, and a 2% NSR on 
non-alluvial minerals is also payable to the government. According to the 2005 agreement with 
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Teck-Cominco and Inmet, an NSR of between 1% to 5% is payable depending on the average Au 
price on the LME, 5% applying when the price is >US$550/oz (35.135% payable to Teck Cominco, 
and64.865% payable to Inmet).

11. Environmental and Social Aspects 

Some of the fi rms that have operated in Panama in the past 20 years (including Metall, Teck Cominco, 
Inmet, and Greenstone Resources) have paid attention to the environmental issues raised by work 
in a tropical forest setting. Petaquilla Minerals’ precursors can also boast a history of supporting 
environmental and social programs in Panama. 

At the inauguration of El Cope, a headwaters area protected as a 252.75 km2 rainforest park in 
Cocle province, Richard Fifer (then president of MinAmerica, Adrian’s largest shareholder; now 
president and CEO of Petaquilla Minerals Ltd.) explained that “we want to maintain the integrity of 
the headwaters of all these rivers, and this will be an important part of any future mine development 
planning”. 

MinAmerica dedicated some 2% of its budget to social initiatives, such as providing materials for 
schools and paying for vaccinations of residents. The Petaquilla owners also supported reforestation 
of denuded areas within the mineral concession, offering potential for a locally sustainable forestry 
industry (Northern Miner, May 9, 1994).

An ongoing dialogue with local communities, and collective encouragement of the sustainable 
development of their society and surrounding ecosystems, is critical to the stable and mutually 
profi table operation of mines at Petaquilla. 

COMMENT: The lengthy development of the major Cerro Colorado project, west of Petaquilla, 
which has involved a succession of mining companies, was marked by mistakes the experienced 
management at Petaquilla will surely avoid. 

The problems at Cerro Colorado were marked by: lack of dialogue with the local Ngabe-Bugle 
people; building of infrastructure without due dialogue; and environmental degradation, including 
pollution of water supplies. The local people, in the late 1990s (long after the original discovery 
and exploration) remained sceptical of benefi ts to them, particularly with regard to employment 
associated with the mine. 

At Petaquilla, however, the Company continues its initiatives in community support, including:

Supply of textbooks to local schools• 
Maintenance and repairs to local schools and hospital• 
Support for local sports events• 
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APPENDIX 5: COUNTRY PROFILE

1. Overview

Panama sprawls from west to east, between Costa Rica and Colombia, forming a narrow isthmus 
joining continents, between the Caribbean Sea to the north and the Pacifi c Ocean in the south. In 
1903, with U.S. support, Panama seceded from Colombia. The famed Canal Zone, opened to traffi c 
in 1914, accounts for a large share of the economy. The land area of 75,520 km2 supports a modest 
population of some 3,350,000 (44 people per km2, cf. United Kingdom 247; Mexico 56; Canada 3). 
The country is composed of nine provinces and 4 indigenous territories. Some 28% of the population 
live in Panama City. Some 58% of the country retains forest and woodland cover. The Caribbean 
coast is noted for coral reefs, the rain forests for diverse plant, bird and animal life. 

2. Social, Economic and Environmental Issues

Literacy in Panama is estimated at 92 percent, with life expectancy 76 years, and GNI per capita 
US$4,210 (2004). Economic and fi nancial activity, as well as the population, is concentrated into 
the Canal Zone. The Zone was fi nally restored to Panamanian jurisdiction in late 1999, 22 years 
after the move had been negotiated in the Torrijos-Carter treaty. A long-awaited project to widen 
the canal to accommodate modern ocean-going freighters was approved in 2006, and is expected 
to be completed in 2014. 

IMF fi gures for 2006 paint a robust macroeconomic picture with a GDP of US$17.10 billion ($5,208 
per capita) and a modest infl ation rate (consumer price index) of 2.5%. Select World Bank and IMF 
data are tabulated by FITA (http://www.fi ta.org/countries/panama.html?ma_rubrique=economie: 
the Federation of International Trade Associations). 

Foreign Direct Investment rose to US$2,560 million in 2006. Per-capita GDP rose from 2004-2006 
and is forecast to continue increasing through 2008. As of 2006, the service sector accounted for 
76.3% of the Panamanian economy, industry and mining for 16.5%, and agriculture and fi sheries for 
7.2%. In 2005, food products comprised an estimated 84% of the value of exports, ores and metals 
just 4%. The United States is the major single trading partner, taking some 39% of Panamanian 
exports. 

Panama has a dollar-based economy with no foreign-exchange controls, fl exible corporate laws, a 
range of tax holidays, and is considered a secure investment destination.

The country comes 94th equal on the Transparency International Index 2007 survey, with a score of 
3.2. This does not sound promising, but is actually somewhat above such popular mining destinations 
as Mongolia and Argentina, albeit well below the top Latin American jurisdictions (Chile, Uruguay 
and Costa Rica) with regard to corruption and related issues. There are long-standing security 
concerns on the eastern border with strife-torn Colombia (the opposite side of the Canal Zone from 
the major known mineral deposits at Petaquilla and Cerro Colorado, which are closer to stable Costa 
Rica). The Darien region, bordering Colombia, is the poorest area of the country. Development in 
some districts is impeded by the presence of unexploded ordnance left from the long tenure of U.S. 
troops in Panama, circa 1903-1997. 

The climate and vegetation of Panama are tropical, the ecosystems documented by tree census and 
other data. Radiocarbon dating of starch grains on millstones at the Aguadulce rock shelter date 
the cultivation of crops such as manioc, yams and maize to 5,000 to 7,000 years ago. The 1999 
“State of the World” report  by Worldwatch ranked Panama the country with the seventh-largest 
number of threatened plant species (after much larger countries such as the U.S.A. and Australia, 
which headed the list). 

Many of the details in this short summary are taken from “The World Guide” (Instituto del Tercer 
Mundo, 11th Edition, 2007).
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