
ANNUAL REPORT

2006

Explore, Develop, Produce



West 
Africa

Our Mission
To explore, develop and mine 
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Profile 

All dollar amounts presented in this report are expressed in US dollars, unless otherwise specified.

Shares traded at the Toronto Stock Exchange (TSX)

Ticker symbol SMF

Outstanding common shares as at December 31, 2006 194 125 598

Outstanding warrants as at December 31, 2006 2 363 000

Weighted average – 2006 : Basic and diluted 146 438 000

  

Volume of shares traded Closing price of shares *

(in million) 2006 2005 As at December 31 2006 2005

TSX 118,8 51,13 TSX 1,70 $ 1,98 $

Share Trading Information

Toronto Stock 
Exchange

Share volume
(in million) High * Low *

Quarters
2006 2005

2006
 $

2005
 $

2006
 $

2005
 $

First 37,5 12,4 2,8 1,6 1,9 1,1

Second 33,5 6,1 3,7 1,5 1,8 1,2

Third 19,2 12,0 2,4 1,9 1,6 1,3

Fourth 28,6 20,6 1,9 2,0 1,6 1,5

118,8 51,1

* Expressed in Canadian dollars   

SEMAFO is a mining company conducting exploration, 
development and production activities in West Africa. In 2002, 
Semafo began producing gold at its Kiniero mine in Guinea 
and as at December 31, 2006, the mine has a life expectancy 
of seven years. In Niger, the Samira Hill mine began its 
operations in October 2004.  As at December 31, 2006, the 
mine has a life expectancy of eight years.  In Burkina Faso, 
the last environmental studies of the Mana project have been 
completed and all the permits have been obtained. Construction 
has started and mining equipment was bought and received 
on site. Semafo continues its exploration programs targeting 
the replacement of mined reserves from its operating mines, 
the discoveries of new structures and of new gold deposits.

Hence, Semafo’s development plan foresees the completion 
and the start-up of its new Mana mine in 2007. This mine will 
produce 125,000 ounces of gold in 2008 thus enabling Semafo 
to reach a yearly gold production of 275,000 ounces, therefore 
contributing to the growth of its profitability.

Semafo’s shares trade under the ticker symbol SMF on the 
Toronto Stock Exchange.
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financial HigHligHts
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2006  2005
Results and financial situation (in thousands $ US 
except for the amounts in shares)
Gold sales 45 699 58 760
Net loss on gold sales contracts (1 250) (80)
Revenue  44 449 58 680

Net loss (10 423) (13 482)
Net loss per share (basic and diluted) (0,07) (0,14)
Cash flows from operating activities * 1 461 11 391

Balance sheet 
Cash and cash equivalents 82 605 22 208
Total assets 231 453 128 054
Total long-term debt (including short-term portion) 28 304 11 340
Shareholders’ equity 174 794 92 686

Mining operation
Gold sales (ounces) 95 000 157 000
Average selling price ($/ounce) 481 374
Total cash cost ($/ounce sold)** 387 268

Forward-looking Statements

This report contains « forward-looking statements », includ-

ing, but not limited to, the statements regarding the Com-

pany’s expectations as to the market price of gold, strategic 

plans, future commercial production, production targets, mine 

operating costs and mineral reserve estimates.  Forward-

looking statements express, as at the date of this report, the 

Company’s plans, estimates, forecasts, projections, expecta-

tions or beliefs as to future events or results.  Forward-look-

ing statements involve a number of risks and uncertainties, 

and there can be no assurance that such statements will 

prove to be accurate.  Therefore, actual results and future 

events could differ materially from those anticipated in such 

statements.  Factors that could cause results or events to 

differ materially from current expectations expressed or im-

plied by the forward-looking statements include, but are not 

limited to, factors associated with fluctuations in the market 

price of precious metals, mining industry risks, uncertainty 

as to calculation of mineral reserves, risks related to hedging 

strategies, risks of delays in construction and requirement of 

additional financing.

*  Excluding net changes in non-cash working capital items and settlement of liabilities related to asset retirement obligations for property, plant and equipment 
and the effect of the settlement of gold sales contracts of $1,237,000 in 2006 (2005 - $13,290,000).

** Total cash cost represents the operating cash costs plus royalties and taxes paid to the local government.
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2006 was a year marked by both challenges and significant accomplishments.

The past year was very rewarding in the area of human resources.  The recruitment of many resources into our technical and 

operations teams gives the firm the multidisciplinary skills required by our growth plan.

In doing so, Semafo has been able, despite the chronic shortage of qualified personnel in the industry, to strategically position 

itself for the future.

PrinciPal highlights of 2006:
 

• Finalizing the Mana project studies in Burkina Faso and receipt  of the mining permit (February 2007);

• Commencement of construction at the Mana project;

• For a fifth consecutive year, efficient exploration programs have produced  increases in reserves and resources;

• Gold production of 94,800 ounces which was  below our objectives;

• A 50% reduction in gold sale contracts which currently represent less than 5% of our reserves.
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Kiniero

Despite an unusually heavy  rainy season 

which negatively impacted production 

and the transition from mining 

contractor to owner miner,  the project 

was nevertheless able to generate cash 

flow of $9,000,000.  Due to the continued 

success of its exploration programs, this  

project possesses a mine  life of seven 

years.  Given the positive outlook for 

ongoing exploration, we are putting 

in place an investment program that 

will allow us to progressively increase 

production to 80,000 ounces in 2008, 

while reducing cash operating costs.

samira hill

The Samira Hill mine had a very 

difficult year due to a major mechanical 

breakdown which occurred in May 

and required six months to obtain 

replacement. The situation has now 

been resolved with the installation of a 

new gearbox.  In December, the facility 

was the subject of an illegal strike that 

was quickly resolved due to the actions 

of government authorities and local 

administration team.  Early in 2007, a 

two year labor agreement was entered 

into whereby we would expect the mine 

to experience stable production in 2007.

mana

Semafo’s development teams involved in 

the Mana project in Burkina Faso have 

been diligently working to insure that 

the project will be built on budget and 

within a reasonable time frame. Par-

ties from the Company, outside exper-

tise and representatives from the many 

Burkina Faso ministry representatives 

have worked tirelessly to make sure that 

the project meets and exceeds govern-

ment requirements. At year-end 2006, 

the project received its certificate from 

the Environment Ministry and then in 

February 2007, obtained its mining per-

mit. 

We take this opportunity to thank the 

various stakeholders in the Mana project, 

especially His Excellency Abdoulkader 

CISSE, Minister of Mines, Quarries and 

Energy of Burkina Faso, who has pro-

vided judicious guidance having seen 

the project through to the delivery of the 

operating permit.
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our Plan of action for 2007:

• Complete construction of the Mana mine in Burkina Faso, 
which will contribute to increase annual gold production to 
275,000 ounces in 2008;

• Increase the exploration budget to $10,000,000 per annum 
in order to replace those ounces produced as well as 
increase reserves and resources thus extending the life of 
our mines;

• Improving the efficiency of the Kiniero and Samira Hill 
mines in order to increase their performance;

• Maintain cost controls in the face of inflationary 
tendencies;

• See to the health and safety of our employees, protection of 
the environment and community development of villages in 
the vicinity of our mines.

With a capable management team, solid financial health and 
projects with long term potential, Semafo, a well-respected and 
appreciated player in West Africa, is on the road to becoming 
an intermediate gold producer.

We are grateful to our employees, suppliers, local stakeholders 
in our host countries, as well as to our shareholders, new and 
old, for their support.
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2006 achievements

• Gold production of 94,800 ounces at a cash operating cost of 
$353 per ounce;

• Cash Flow of $9,000,000 from Kiniero operation;

• A temporary interruption of the Samira Hill plant operations 
leading to non-recoverable costs of $3,025,000;

• A 10% increase in  mineral reserves and resource reaching 
4,420,300 ounces;

• A 22% Increase in Kiniero mineral reserves  to 436,000 
ounces;

• Finalization of the Mana project environmental impact 
study, in Burkina Faso and, obtaining the Environment 
Ministry’s authorizations;

• Commencement of Mana project construction, and ordering 
for the plant’s major equipment;

• Purchase and delivery of a mining equipment fleet for the 
Mana project;

• Purchase of a mining equipment fleet for the Kiniero mine 
and transition  to owner miner;

• Closing  of a $20,000,000 bank loan to fund the acquisition 
of the two mining equipment fleets;

• Public offerings were closed, generating gross proceeds of 
$91,148,000
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2007 objectives

 
• Expand exploration programs, spending $10,000,000 per annum, with a  view to increasing reserves and resource thereby 

increasing the mine life of our projects;

• Produce  between 52,000 and 58,000 ounces of gold at Kiniero;

• Produce between 77,000 and 83,000 ounces of gold at Samira Hill;

• Complete the construction of the Mana project in Burkina Faso and begin plant commissioning;

• Obtain energy costs savings in Niger  by joining the national power grid;

• Begin expansion at Kiniero that will increase production;

• Close financing for Mana construction;

Construction of power line to the plant, 
leading to substantial fuel cost savings.

samira hill

Start of the Mana project construction and 
first equipment orders.

mana

A 22% increase in mineral reserves to a total 
of 436,000 ounces of gold.

Kiniero



reserves & resources

9

mineral reserves  (1)

Mines and Projects Kiniero Mine (2)

Guinea
Samira Mine (2) (3)

Niger
Mana Project (2)

Burkina Faso Total

Proven Mineral Reserves (1)    
Tonnes  1 513 900 8 820000 8 151 200 18 485 100
Grade (g/t Au) 4,04 2,13 3,10 2,71
Ounces (thousands) (4) 196 400 605 100 812 800 1 614 300
Probable Mineral Reserves (1)

Tonnes 1 655 100 1 300 100 1 045 500 4 000 700
Grade (g/t Au) 4,50 2,36 2,68 3,33
Ounces (thousands) (4) 239 600 98 800 90 100 428 500
Total Mineral Reserves (1)

Tonnes 3 169 000 10 120 100 9 196 700 22 485 800
Grade (g/t Au) 4,28 2,16 3,06 2,82
Ounces (thousands) (4) 436 000 703 900 902 900 2 042 800

mineral resources

Mines and Projects Kiniero Mine (2)

Guinea
Samira Mine (2) (3)

Niger
Mana Project (2)

Burkina Faso Total

Measured Mineral Resources    
Tonnes 2 564 900 14 082 400 2 087 100 18 734 400
Grade (g/t Au) 2,62 1,23 1,99 1,51
Ounces (thousands) (4) 216 100 555 700 133 700 905 500
Indicated Mineral Resources
Tonnes 6 276 900 19,699,000 2 573 400 28 549 300
Grade (g/t Au) 2,69 1,19 2,03 1,60
Ounces (thousands) (4) 542 700 761 200 168 000 1 471 900
Total Mineral Reserves
Tonnes 8 841 800 33 781 400 4 660 500 47 283 700
Grade (g/t Au) 2,67 1,21 2,01 1,56
Ounces (thousands) (4) 758 800 1 316 900 301 700 2 377 400

Mines and Projects Kiniero Mine (2)

Guinea
Samira Mine (2) (3)

Niger
Mana Project (2)

Burkina Faso Total

Total Mineral Reserves (1) and Resources 
Tonnes 12 010 800 43 901 500 13 857 200 69 769 500
Grade (g/t Au) 3,09 1,43 2,71 1,97
Ounces (thousands) (4) 1 194 800 2 020 800 1 204 600 4 420 200

Mines and Projects Kiniero Mine (2)

Guinea
Samira Mine (2) (3)

Niger
Mana Project (2)

Burkina Faso Total

Inferred Mineral Resources
Tonnes 1 520 500 14 073 300 6 676 700 22 270 500
Grade (g/t Au) 3,26 1,03 2,07 1,49
Ounces (thousands) (4) 159 400 466 300 444 800 1 070 500

(1)  Mineral reserves are stated as in situ (which means without consideration for mining and metallurgical recoveries).
(2)  Mineral reserves and resources estimated using US$550 per ounce of gold.
(3)  Mineral reserves and resources at Samira represent 100% of the total resources of Société des Mines du Liptako (SML) S.A .
(4)   Rounding of numbers to the nearest hundred of tonnes may introduce slight differences in the figures representing the ounces contained
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environment

Semafo is an environmentally aware company and has approved the following corporate commitment while operating in West 
Africa:

The Company is committed to conduct its business activities in a manner that promotes sustainable development and an 
improvement in the social welfare of the regions in which it operates. It continuously strives to limit the impact of its activities 
on the natural environment and the surrounding communities.

It is the Company’s fundamental policy to conduct its business responsibly and in a manner designed to protect its representatives, 
the community and the environment. Its commitment is to conduct its business in a manner that provides a safe and healthy 
workplace and environment for its representatives. 
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oPerations

2006 could be described as an average year. Despite an above 

average rainy season that negatively impacted production, the 

Kiniero mine processed a total of 576,200  tonnes of ore at an 

average grade of 2.7 g/t Au, producing 47,200 ounces of gold 

at a cash operating cost of $368 per ounce.

During the year, detailed studies were carried out in 

collaboration with the Canadian engineering firm, Genivar, to 

assess ways and means to optimize the capacity and output 

of the Kiniero plant thereby improving its capacity, cost-

effectiveness and longevity.  In addition, during the third 

quarter, we successfully completed the transition to owner 

miner having acquired a fleet of new mining equipment and 

developed our own mining extraction management team.

For 2007, our objective is to produce between 52,000 to 58,000 

ounces of gold.

exPloration

When construction of the Kiniero mine was launched in 2001, 

the mineral reserves totalled 169,000 ounces of gold. At the 

end of 2006, having produced 238,000 ounces of gold we are 

pleased to advise that reserves total 436,000 ounces, repre-

senting a mine life extending over the coming seven years. 

These exceptional results, demonstrate the region’s great po-

tential as well as our acquired knowledge of its geology, capac-

ity to identify and develop attractive targets, and the ability to 

transform resources into reserves at an economical cost.

For 2007 the exploration budget has been set at $3,100,000, 

with an objective of increasing reserves by 100,000 ounces of 

gold, while delineating resources. 

Despite rising operating costs for items such as fuel and re-

agents experienced by the mining industry as a whole, the 

fruits of our exploration programs and favourable gold prices 

have seen mineral reserves as at December 31, 2006 increase 

by 22% to 436,000 ounces compared to 357,100 ounces at the 

end of 2005. Mineral resources have also increased by 4%, 

reaching 759,000 ounces.
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community DeveloPment 

For many years, we have been actively involved in the sustainable development of the region. Through ongoing communications 

with local authorities and support of the local population medical and socio-economic assistance has been provided. Some of 

the main accomplishments for 2006 include, among others and beyond the creation of many jobs associated directly with the 

mining operation;

• Completion of thirteen medical evacuations from the village of Kiniero to the Kankan and Kouroussa hospitals;

• Construction of  a fully-equipped four-classroom high school in Kiniero;

• Underwriting the costs of three elementary teachers in Kiniero;

• Repairing regional roads and bridges linking Kiniero, Balan and Kouroussa;

• Water spraying main village thoroughfares for dust abatement; 

• Provision of medical equipment to the Kiniero health centre.

For 2007, in addition to the amounts paid for regional development taxes and in accordance with our sustainable development 

policy, we will invest in community development projects, including:

• Building a health centre in Kiniero;

• Building a classroom for women’s literacy training in Kiniero;

• Building and outfitting a youth centre in Kiniero;

• Offering three trips to Mecca in 2007; 

• Drilling for water supply;

• Handing out school supplies when classes resume in 2007.
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oPerations

Samira Hill processed a total of 880,600 tonnes of ore at an 

average grade of 2.14 g/t, for production of 47,600 ounces of 

gold at an average cash operating cost of $338 per ounce. For 

the year 2006, the reduction in processed tonnage was 

essentially due to an unexpected interruption in plant 

production following the breakdown of the grinding mill gearbox.  

The grade reduction was generally due to the processing of ore 

from the Libiri pit.  The new gearbox was installed at the end 

of January 2007.

For 2007, our objective is to produce between 77,000 and 

83,000 ounces of gold.

exPloration

Exploration efforts at Samira Hill in 2006, similarly as 2005, 

emphasized the increase of surface oxide ore reserves, near 

the plant and slightly to the north.  Related work has been 

done mainly in the Boulondjonga SW zone located in the Samira 

horizon, 10 kilometres to the northwest of the Samira Hill mine and 

on the east and southeast extension of Libiri, passing through 

the so-called Boundary zone, between the Samira and Libiri 

trenches.  The exploration program consisted mainly of 275 

RAB holes to 8,403 metres and 96 RC holes to 6,743 metres.  

The drill results continue to be encouraging and new reserves 

were declared at the end of 2006 in Boulondjonga and Boundary.

This exploration work, combined with definition drilling, an 

increase in the price of gold per ounce, from $500 to $550, 

but also affected by strongly rising production costs due to 

the cost of fuel and reagents, caused our reserves to decrease 

slightly by 5% compared to the reserves stated at 31 December 

2005, this without taking into account the reserves produced 

in 2006.  After more than three years of operation and cumula-

tive production of more than 165,000 ounces, the Samira Hill 

mine still has mineral reserves totalling 704 000 ounces of gold 

and an estimated mine life of eight years. Furthermore, mineral 

resources increased from 1,133,300 ounces at December 31, 

2005 to 1,316,900 ounces in 2006.

A budget of $3,300,000 has been earmarked for exploration at 

Samira Hill with a view to replacing the reserves that will be 

mined in 2007 and to increase the resources. The work will be 

oriented towards oxide ore zones located within an economi-

cally-feasible radius of the plant.
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Community Development 
 
In 2006, social outreach projects focused on five areas of interest:

•Health. We organized field consultations by a doctor to neighbouring villages. We also actively supported emergency ambu-
lance evacuations, especially in obstetric cases.

•Access to drinking water. We were directly involved in equipment assistance and in the maintenance of pumps.

•Education. We have erected several buildings and furnished the elementary classrooms in the villages of Libiri, Boulkagou, 
Bossey Bangou and Tiawa. Tables, supplies and schoolbooks were also made available in all these classrooms. Also, in 2006, 
a building project for a general junior college was started in Larba Brina.

•Agricultural production support.  We have purchased two tractors and accessories for the villages of Boulkagou and Bossey 
Bangou.

•Village electrification assistance.  We have started to help connect community centres to the Nigerian electric grid in the 
villages of Tallé, Garbeye Kourou, Larba Birno, Touré and Boulkagou.

In 2007, we will carry on sustainable development efforts continuing to invest in the areas of education, health, drinking water 
supply and women’s support groups as follows:

• Construction of  four health houses;
• Medical consultations in each villages once a week;
• Construction of four classrooms;
• Donation of shelves and school supplies;
• Drilling of two bore wells;
• Donation of two grain crushers for the women’s support group.
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Construction Begins

In the fall of 2006, the project received a positive recommenda-
tion from the Natural and Social Environment Minister (“Min-
istre de l’Environnement et du Cadre de Vie”) and thus com-
pleted the final stages of the environmental impact study and 
public study (“Enquête Populaire”). Subsequently, the 
government granted the company its mining permit for the 
Mana mine.

An Engineering, Procurement and Construction Management 
(EPCM) contract was granted in February 2006 to the Genivar 
Consulting Group Inc. Construction work started and plant 
start-up is scheduled in late 2007.  To date the following work 
has been carried out:

•Civil engineering work started and the concrete foundations 

of the plant and permanent housing was completed;

•The local administration and population approved the archi-

tectural and land-use plans of the construction plans and 

the resettlement plan for the villagers of Somona;

•The Komatsu mining equipment fleet arrived on-site com-

prising two excavators, three bulldozers, ten trucks, two 

loaders and one grader;

•The tower crane has been delivered;

•The electrical generating plant, composed of eight 

1,000 kWh generators, has been ordered with delivery 

expected during the second quarter of 2007;

•The crusher has been ordered and should be delivered 

during the third quarter of 2007;

•The ball mill has been ordered and will be built by the 

Outokumpu Company.  Delivery is expected during the 

fourth quarter of 2007;

•The metal structure contract has been awarded to the CMA 

Company of Dakar, which also built the gold processing 

plant of Samira Hill, in Niger.  Structural work is scheduled 

to begin in the second quarter of 2007.

Exploration

Following the detailed drilling work done during the year and 
the updating of operating costs taking into account increased 
gold prices from $450 to $550 per ounce, Mana mineral re-
serves increased by 3% compared to 9,196,700 tonnes of ore 
having an average grade of 3.06 g/t and containing 902,900 
ounces of gold over the year prior.

For 2007, a budget of $3,500,000 has been approved for the 
Mana project. The main objective of this program is to in-
crease the oxide ore reserves in the immediate vicinity of the 
infrastructures planned for Mana.
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boarD of Directors

Patrick de Saint Simon
President
TGM S.A.

Benoit La Salle
President and Chief Executive Officer
Semafo inc.

Jean Lamarre
President
Lamarre Consultants
Chairman of the Board and Lead Director
Semafo inc.

Jean-Pierre Lefebvre
President
Lefebvre, Daigneault, Hamelin inc.

Gilles Masson
Director of companies

John LeBoutillier, C.M.
Chairman of the Board,
Industrielle Alliance
Insurance and financial services inc.

boarD committees

Audit Committee

Jean Lamarre (Chairman)
Jean-Pierre Lefebvre
Gilles Masson

HumAn ResouRCes And CoRpoRAte GoveRnAnCe 
Committee

Jean-Pierre Lefebvre (Chairman)
Jean Lamarre
John LeBoutillier, C.M

management team

Gestion

Benoit La Salle
President and Chief Executive Officer 

Benoit Desormeaux
Chief Operating Officer

Martin Milette
Chief Financial Officer

J.D. Miller
Strategic Development

Michel Crevier
Geology Manager

Martin Rolland
Chief Legal Services

Patrick Moryoussef
Mining Operations Manager

Michel Cormier
Director, Special Pprojects and Qualified Person
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CORPORATE OFFICE - CANADA
Semafo inc.
750 Marcel-Laurin Boulevard
Suite 375
Saint-Laurent, Québec H4M 2M4
Telephone: (514) 744-4408
Fax: (514) 744-2291
E-mail:      info@semafo.com
Web site:   www.semafo.com

GUINEA 
Semafo Guinée S.A.
Les Minéraux SGV S.A.
Kossaken Minéral S.A.
PO BOX 2073
Boulevard du Commerce
Immeuble ETI face Ambassade de France
Conakry, République de Guinée
Telephone:      (011) 224.30.43.52.41
E-mail:       info@semafoguinee.com

BARBADOS
Semafo (Barbados) Limited
African GeoMin Mining Development 
Corporation Ltd.
The Gables
Haggatt Hall
St-Michael, Barbados
West Indies

NIGER 
Société des Mines du Liptako (SML) S.A.
Semafo Niger S.A.
Mali Béro Boulevard
169 IB 73 Street
PO BOX 12470
Niamey, Niger
Telephone:        (011) 227.20.75.30.32
Fax:                    (011) 227.20.75.30.40
E-mail:                  info@smlniger.com

AUDITORS
PricewaterhouseCoopers LLP
1250 René-Lévesque Boulevard West
Suite 2800
Montréal, Québec  H3B 2G4

BANKER
Scotia Bank
Montréal, Québec

TRANSFER AGENT & REGISTRAR
Computershare Trust Company of Canada
1500 University Street
Suite 700
Montréal, Québec H3A 3S8

STOCK EXCHANGE LISTING
The Toronto Stock Exchange
Symbol ‘SMF’
Cusip  816922108

Annual Report

Additional copies of this report may 
be obtained upon written request to:

SEMAFO inc.
Investors Relations Department
750 Marcel-Laurin Boulevard, Suite 375
Saint-Laurent, Québec  H4M 2M4

Annual Shareholders Meeting

The Annual Shareholders Meeting 
will be held at 4:00 p.m. on Thursday 
May 10, 2006 at: 

Queen Elizabeth Hotel 
St-François Room
900 René-Lévesque Boulevard West
Montréal, Québec

BURKINA FASO 
Semafo Burkina Faso S.A.
Mana Minéral S.A.
Sector 13 Babanguida Avenue
Benda Street, Door # 211
01 PO BOX 390 
Ouagadougou, Burkina Faso
Telephone:       (011) 226.50.36.95.92
Fax:                   (011) 226.50.36.95.87
E-mail:                info@semafobf.com
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