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Ferrovanadium

Development path and funding

PMA is in final negotiations with an engineering firm to
prepare a feasibility/optimisation study which should cost
approximately A$3.5 million and is to be completed by
mid 2006. Based upon the cost of the original plant, it is
estimated that approximately A$100 million will be re-
quired to recommission Windimurra. It is important to
note that much of the old plant and development infra-
structure are in situ, as such the capital cost, are sub-
stantially lower (by approximately A$50 million) than a
greenfield site.

Production from the world class deposit is achievable
within two years. The new plant will include an additional
furnace that will convert the vanadium pentoxide to the
more commonly used ferrovanadium (FeV) which is
used directly by steel mills.

Windimurra’s 2002 actual operating cost of producing
vanadium pentoxide was less than 20% of the current
price, as such it is expected the project will be financed
without difficulties. PMA currently has approximately
A$33 million in cash leaving approximately A$70 million
required to fund via debt and equity. In addition, we be-
lieve funding of this will be facilitated by the proposed
AIM listing. We expect PMA to begin production in the
second quarter of 2007.

Investment Summary

PMA is recommissioning the Windimurra vanadium mine. PMA
has current cash reserves of A$33 million with no debt and the
mine has approximately A$50 million worth of infrastructure and
plant and equipment in situ.

The feasibility/optimisation study is expected to be completed in
mid 2006 with production to commence by Mid 2007. PMA’s pre
tax profit are forecasted to be approximately A$41 million based
upon the 8 year average of $20.8/kg for ferrovanadium and our
other assumptions made. The current ferrovanadium price is
US$60/kg. Our assessment is that for every USD above $20.6/kg
average used in our forecast, PMA should receive an additional
A$4.7 million pre-tax profit per annum.

Background

85% of vanadium is used in the production of high strength low
alloy steels (HSLA) and another 10% is used in the aerospace
industry. HSLA steels are replacing carbon steels as the higher
strength permits lower design weight which better competes
against aluminium products. For instance, lower weight results in
energy savings for transportation. Republic of South Africa ac-
counts for about 45% of world production, Russia 23% United
States 9%, China 9% and others 14%.

The Windimurra mine was operated by Xstrata AG from 2000 to
2003, and reported to be the largest primary producer of vanadium
pentoxide and was operating close to its design capacity. Win-
dimurra produced approximately 10% of world production at a
cash cost of US$1.60/pound. Low vanadium pentoxide prices in
2002 and the lack of long term sales contracts with end users
were the main factors in Xstrata AG closing the mine. Current
prices of vanadium pentoxide are approximately US$12/pound
and long term average approximately US$5/pound.In July 2005,
PMA acquired 100% of Windimurra from Xstrata AG.




Metallurgy

Windimurra is located approximately 80km via sealed road from Mount Magnet. Windamurra is one of the largest
proven vanadium bodies in the world with JORC measured resource at 77 million tons grading 0.5% vanadium pentox-
ide and a further indicated resource of 32 million tons grading 0.47% vanadium pentoxide. There are sufficient resources
to support mining operations in excess of 30 years at a production rate of 2.5 million tonnes producing 5,000 tonnes of
ferrovanadium. Located in the Murchison District of Western Australia, the deposit is made up of vanadiferous magnetite
rich horizons, hosted in lateritic mafic intrusions.

Financial Analysis
Assuming the following parameters:

Pit resource 77 million tonnes
Annual mine ore throughput 2.5 million tonnes
Annual projected FeV output 5,000 tonnes
Capital development cost A$100 million
Metallurgical recovery 78%
Operation costs per FeV kg US $9.00
Admin/sales/ship. cost per kg US$1.75
Total Costs US$10.75
FeV price per kg* US$20.6

*based on the average price over the last eight years.

Risk and Return Analysis

As this is a recommissioning, PMA is able to plug in actual
costs and recovery rates into the feasibility study. We have
included a new category on our risk chart to reflect this. The
major difference between the previous plant and the pro-
posed new plant is the addition of an electric arc furnace. Risk
The technology risk of the additional electric arc is very low.
Introducing the additional electric arc allows ferrovanadium
to be produced which can be directly marketed to steel mills.
Nevertheless vanadium is a more thinly traded and higher
volatile metal compared to most other listed mining invest-
ments.

Feasibility

Financial

We believe that PMA will be in the lowest quartile of costs
for production of ferrovanadium as such we regard the pro-
ject as robust. Country/Approval

The main risk to PMA investors and our forecasts, is the

volatility of the ferrovanadium price. Windimurra production  Mining
along with additional producers from China and Russia will
increase the supply of vanadium. Market/sales risk can be

reduced should PMA secure long term contracts with steel

mills. A conservative price of US$20.6/kg versus the current
price of US60/kg has been used. It is not unreasonable to

expect that PMA will be able to lock in long term contracts at

prices well in excess of US$20.6/kg.
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