
HIGHLIGHTS : 

 
 Record total 
production of 39,958 
ounces of gold at a 
cash operating cost 
of $232 per ounce   

 

 Record production of 
16,821 ounces of 
gold at the Kiniero 
mine 

 

 Increase in gold 
sales of $3,990,000 
compared to the 
last quarter of 2004 

 

 Cash flow from 
operating activities of 
$1,891,000  
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1. Basis of presentation 

These consolidated interim financial statements are prepared in accordance with Canadian generally accepted 
accounting principles.  These consolidated interim financial statements do not include all disclosures required 
under Canadian generally accepted accounting principles for annual audited financial statements.  Accordingly, 
they should be read in conjunction with the notes to the Company’s audited consolidated financial statements 
for the year ended December 31, 2004. 
 
The preparation of the consolidated financial statements compliant with generally accepted accounting 
principles requires management to make estimates and assumptions. These estimates affect the reported 
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the 
consolidated financial statements and the reported amounts of revenues and expenses during the period.  Actual 
results could differ from these estimates. 
 
In the opinion of management, all adjustments considered necessary for fair presentation of the results for the 
periods presented have been reflected in the interim consolidated financial statements 
 
New Classification 
 
Some comparative figures have been reclassified to comply with the presentation adopted for the period ended 
March 31, 2005. 
 
New presentation 
 
Effective first quarter of 2005, the consolidated interim financial statements are expressed in thousands of 
American (U.S.) dollars, except where indicated otherwise. The amounts in the texts of the notes to the 
consolidated interim financial statements are expressed in U.S. dollars and the amounts in the tables of the 
notes are expressed in thousands of U.S. dollars. Comparative figures have also been expressed in thousands 
of U.S. dollars.  
 

2. Incorporation and nature of activities 

The company was incorporated under Part IA of the Quebec Companies Act.   
 
The company and its subsidiaries are engaged in gold mining and related activities, including exploration, 
development and operations.  These activities are conducted in West Africa.  The company and its subsidiaries 
own and operate two gold mines in Guinea and Niger. The Niger mine started producing gold in October 
2004.  
 
The company and its subsidiaries have interests in mining properties currently at the exploration or 
development stage. Some of these properties are in the process of evaluation to determine the economics of 
putting them into production. The potential for recovery of costs incurred on these properties and of related 
deferred charges depends on the existence of sufficient quantities of reserves, obtaining all required permits, 
the company’s ability to obtain appropriate financing to put these properties into production, and the ability to 
realize a profitable return for the company. 
 



SEMAFO inc. 
Notes to Consolidated Financial Statements 
March 31, 2005 and 2004 
 

(unaudited, expressed in U.S. dollars except where otherwise indicated; amounts in tables are presented in 
thousands of U.S. dollars) 
 

 
 
 

 
 
 

 

 
3 Financial information included in the consolidated statements of cash flow  

a) Net changes in non-cash working capital items and settlement of liabilities related to asset 
retirement obligations for property, plant and equipment 

 

  

Three-month
period ended

March 31,
2005

$ 

 

Three-month
period ended

March 31, 
2004

$ 
Accounts receivable  (3,260)  (223)
Inventories  (956)  (621)
Other assets  109  (263)
Accounts payable and accrued liabilities   1,435  2,169 
Settlement of liabilities related to asset retirement obligations for 

property, plant and equipment 
 (6)  - 

  (2,678)  1,062 
 

b) Supplemental schedule of non-cash items 

  

Three-month
period ended

March 31,
2005

$

 

Three-month
period ended

March 31,
2004

$
     

Increase in advances payable allocated to mining assets  5  4
Unrealized foreign exchange gain allocated to advances payable   28  73
Unrealized foreign exchange gain allocated to temporary 

investments  62  -
Amortization of deferred charges allocated to mining assets  -  31
Amortization of property, plant and equipment allocated to mining 

assets  9  2
Amortization of property, plant and equipment allocated to 

inventories  2  -
Asset retirement obligations for property, plant and equipment 

obligations  141  46
     

 
 c) Cash flow related to interests  

  

Three-month
period ended

March 31,
2005

$ 

 

Three-month
period ended

March 31,
2004

$ 
Interest paid during the period  450 215
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4 Short-term investments 
 

  

As at
March 31,

2005
$  

As at 
December 31,

2004
$

     

Shares of publicly traded companies, at cost  9,055  8,561 
Write-off of short-term investments  (3,622)  (2,819)
     

  5,433  5,742 
 

5 Inventories 

  

As at  
March 31, 

2005 
$  

As at 
December 31, 

2004 
$ 

     

Gold ingots  1,958  1,091 
Gold in circuit  908  1,439 
Stockpiles  3,039  2,752 
Supplies and spare parts   2,624  2,289 
     

  8,529  7,571 
 

6 Other short-term assets 

  

As at 
March 31,

2005
$  

As at
December 31,,

2004
$

     

Amount receivable on disposal of investment in a subsidiary – 
Semafo Ghana Ltd.  472  472 

Prepaid expenses  1,499  1,163 
     

  1,971  1,635 
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7 Property, plant and equipment 

   As at March 31, 2005 

  

Cost

$  

Accumulated 
Depreciation 

$ 

 Net 
 

$ 
Property acquisition costs, deferred exploration and 

development costs  66,551 13,150 53,401 
Buildings and equipment related to mining production  21,854 3,533 18,321 
Rolling stock, communication and computer 

equipment  4,002 1,854 2,148 
Deferred stripping costs  1,657  - 1,657 
     

  94,064 18,537 75,527 
 
 
 

   As at December 31, 2004

  

Cost

$  

Accumulated 
Depreciation 

$ 

 Net

$
Property acquisition costs, deferred exploration and 

development costs  65,778 10,651 55,127 
Buildings and equipment related to mining production  21,556 2,781 18,775 
Rolling stock, communication and computer 

equipment  3,842 1,734 2,108 
Deferred stripping costs  1,458 - 1,458 

  92,634 15,166 77,468 

 
 

8 Other assets 

  

As at 
March 31, 

2005 
$  

As at
December 31,

2004
$

Deferred charges – net of accumulated amortization $ 214  
(December 31, 2004 – $ 185)  558  670

Balance of interest in a disposed subsidiary – Semafo Ghana Ltd.   -  445
     

  558  1,115
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9 Loans 

The company has contracted two distinct loans during the first quarter of 2005.  An authorised loan with an 
amount of $1,980,000, bearing interests at a rate of 8%, guaranteed by Managem S.A. and refundable at the 
latest by December 31, 2005.  A credit margin with an authorized amount of $1,820,000 (CA$2,200,000), 
bearing interest at a variable rate and guaranteed by temporary investments.  As at March 31, 2005, the 
balances of these loans were respectively $1,980,000 (nil in 2004) and $409,000 (CA$500,000) (nil in 2004) 

10 Long-term debt 

 

  

As at 
March 31, 

2005 
$  

As at 
December 31, 

2004 
$ 

Bank loan from a subsidiary, secured by Managem S.A.  2,000  2,000 
     

Loan from a subsidiary of $1,615. Financed equipments are 
pledged as a guarantee on this loan. This loan is also 
secured by Semafo inc.  1,615  1,615 

     

Bank loan from a subsidiary of $12,500, secured by a pledge of 
shares and assets of one of its subsidiary and also by a 
guarantee from Semafo inc. (up to a maximum of 40% of 
the loan).   11,250  12,500 

   
Bank loan of $7,500, secured by Managem S.A.  7,500 7,500 
   
Bank loan of $5,000, secured by Managem S.A.  5,000 5,000 
   
Bank loan from a subsidiary, secured by Managem S.A., 

Etruscan Resources Inc. and Semafo (Barbados) Ltd.  4,000 4,000 

 31,365 32,615 

Current portion of long-term debt (10,784) (11,900)

Long-term debt 20,581 20,715 
 

The aggregate amount of the long-term debt payments required in each of the next five years is as follows: 
 

  $ 
2006  6,161 
2007  6,161 
2008  5,893 
2009  2,500 
2010  - 

 



SEMAFO inc. 
Notes to Consolidated Financial Statements 
March 31, 2005 and 2004 
 

(unaudited, expressed in U.S. dollars except where otherwise indicated; amounts in tables are presented in 
thousands of U.S. dollars) 
 

 
 
 

 
 
 

 

 
11 Deferred gains 

During the first quarter of 2005, the company deferred the delivery of part of its gold production to a later date 
in 2005, and also proceeded with anticipated quantities gold deliveries, initially scheduled for the second 
quarter of 2005. As a result of these deferrals and anticipated deliveries, an unrealized gain on deferred 
forward contracts for a total of $ 123,000 has been recorded in the consolidated statement of operations of the 
first quarter of 2005.  
 
The company also delivered gold against the 2004 hedging positions which have been deferred to 2005, 
therefore reversing the unrealized loss on the forward sales contract of 2004 for an amount of $ 794,000.   
 
The net gain of $ 917,000 was accounted for in the consolidated statements of operations as gold sales 
increase and resulted in the decrease of the deferred gain for the same amount in liabilities. 
 

12 Asset retirement obligations for property, plant and equipment 

The table below presents the evolution of the assets retirement obligations for property, plant and equipment 
for the periods. 

 

 

As at 
March 31, 

2005 
$  

As at 
December 31, 

2004 
$ 

Balance ― Beginning of period  1,156  478 
Increase due to accretion expense  23  38 
New liability  141  670 
Liabilities paid off  (6)  (30) 

     

Balance ― End of period  1,314  1,156 
 
The undiscounted cash flows required to settle the asset retirement obligations are estimated at $ 1,933,000.  
These payments are expected during the years 2005 to 2014.  An 8% discount rate was used to evaluate these 
obligations. 
 
 

13 Share capital 

Authorized 
Unlimited number of common shares without par value 
Unlimited number of Class “A” preferred shares, no par value, non-voting, non-participating and 

redeemable at the option of the holder at a price of $0.27 (CA$0.33) per share 
Unlimited number of Class “B”, preferred shares, no par value, non-voting, non-participating and 

redeemable at the option of the company at a price of $0.10 (CA$0.12) per share 
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13 Share capital (continued) 

a) Share Capital 
Movements in the company’s share capital are as follows: 

  As at March 31, 2005  As at December 31, 2004 
  Number 

(000) 
Amount 

$ 
Number 

(000) 
 Amount 

$ 
Common shares         

Balance as at beginning of 
period  90,364  87,094  90,182  86,894 

Issued and paid in cash  -  -  -  - 

Issued for exercises of options  -  -  -  200 
Balance as at end of period    90,364  87,094  90,182  87,094 

Warrants      7,500  2,310 
Balance as beginning of 

period  7,591  2,332  -  - 
Issued and paid in cash  -  -  91  22 
         
Balance as at end of period   7,591  2,332  7,591  2,332 

Common shares and 
warrants   97,955  89,426  97,955  89,426 

 
b) Warrants 

 
Warrants outstanding as at March 31, 2005 are as follows: 
 

Expiration date  Exercise price Number of warrants (000) 

December 2006 $1.16 (CA$1.40) 7,591 
 
c) Options 
 
The following table sets forth the options granted to employees, officers, consultants and directors as part of 
their remuneration under the Option Plan:  

  

As at 
March 31, 

2005 
(000)  

As at 
December 31, 

2004 
(000) 

Balance – Beginning of period  2,432  1,552 
Cancelled or expired  -  (1,065)
Exercised  -  - 
Issued  -  1,945 

Balance – End of period  2,432  2,432 

Options exercisable ― End of period  1,845  1,845 
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14 Contributed surplus 
 
The contributed surplus account is composed of : 

  

As at 
March 31, 

2005  

As at
December 31,

2004
  $  $

Balance – Beginning of period  884  - 
Expired options  -  94 
Charges from the evaluation of options  46  790 

     
Balance – End of period  930  884 

 
15 Commitments 

As at March 31, 2005, the company has the following commitments in relation with gold forwards sales 
contracts: 
 

 

 2005 2006 2007 2008 2009 Total
Adjustable gold forwards 1,2       
Ounces (in thousands) 33 29 25 24 18 129
Average price ($ per ounce) 386 368 360 360 360 369
  
Fixed gold forwards 1  
Ounces (in thousands) 55 60 56 24 18 213
Average price ($ per ounce) 337 327 325 360 360 335
   
Total gold forwards   
Ounces (in thousands) 88 89 81 48 36 342
Average price    ($ per ounce) 355 340 336 360 360 348
 

1 Forward positions totalling 243,750 ounces include a swap of interest rate. Pursuant to the 
swap agreement, the company is committed to pay the difference between the “LIBOR” 
U.S.D three (3) months interest rate and the  “GOFO” three (3) months interest rate, whereas  
the counterparty is committed to pay a fixed interest rate of 1% per annum.    
 

2 The price of the adjustable gold forwards program may reach up to $390 per ounce. The 
adjustments depend on the prevailing spot price on different dates during the term of the 
program.   
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16 Segmented information 

The company operates two gold mines:  Kiniero located in Guinea and Samira Hill located in Niger.  The 
company also owns the Mana project, located in Burkina Faso for which a feasibility study has been realized.  
  

 
Kiniero 

Mine  
SamiraHill 

Mine  
Mana 

Project  
Corporate 

and other  Total 
 $   $   $   $   $ 

Three-month period ended March 31, 2005 
Gold sales 4,317   8,264   -  -  12,581  
Unrealized gains (losses) on           
   deferred forward contracts 693   224   -   -   917 
Revenues 5,010   8,488   -  -  13,498 
Mining operations expenses 4,222   5,286   -  -  9,508 
Amortization of property          
   plant and equipment 1,153   2,230   -  7   3,390 
Earnings (losses) from 
   operations (104)  919  -  (800)  15 
Net income (net loss) (267)  183  -  (737)   (821) 

As at March 31, 2005          

Property, plant and equipment 18,594   56,690   72   171   75,527 
Mining assets -  -  7,717   3,422   11,139 

          
Three-month period ended March, 2004 
          
Gold sales 3,144   -  -  -  3,144 
Unrealized loss on deferred          
   forward contracts (168)   -   -   -   (168) 

Revenues 2,976   -  -  -  2,976 
          

Mining operations expenses 3,101   -  -  -  3,101 
          
Amortization of property           
   plant and equipment 818   -  -  6   824 
Earnings (losses) from 
   operations (954)  (11)  -  (403)  (1,368) 
Net income (Net loss) (1,074)  (2)  -  4,973  3,897 

As at March 31, 2004          
Property, plant and equipment 19,360   -  29   96   19,485 
Mining assets -  49,165   5,894   3,188   58,247 

 
 



 

 
 
 

 
 
 

 

Investor Information 
 
 
Requests for copies of the Annual Report, Quarterly Reports and Company Information may be addressed to: 
 
Benoit La Salle 
Chairman of the Board and Chief Executive Officer 
SEMAFO inc. 
750, Marcel-Laurin Blvd, Suite 375 
Saint-Laurent (Québec)  H4M 2M4 
 
Telephone :   (514) 744-4408  
Fax :   (514) 744-2291 
E-mail :  info@semafo.com 
Web Site:   http//www.semafo.com 
 
 
 
Transfert Agent 
 
National Bank Trust inc. 
 
 
Stock Exchange Listing 
 
The Toronto Stock Exchange 
Symbol «SMF» 
cusip:  81692210-8 

 




