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INFORMATION ON THE GROUP 

HISTORY AND OVERVIEW 

Background 

The Group is engaged in the acquisition, exploration and development of precious and base metals mineral 
resource properties primarily in Romania and Greece. The Group has five mineral properties located in 
Romania and intends to apply for exploration licences in respect of a further two. The Group also has an 
interest in Hellas Gold, which has mining concessions in respect of three projects in the Chalkid iki area of 
Greece. At present, none of the Romanian projects have proven and probable reserves. Resource estimates 
relating to the Greek Assets of Hellas Gold are historic, and a feas ibility study is to be carried out to establish 
the extent of any proven or probable reserves. 
 
Each of the Group’s Romanian projects is  located in the “Golden Quadrilateral” area of Romania. This 
mining d istrict in the Apuseni Mountains in western Romania covers an area of approximately 500 km
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immediately to the north of the c ity of Deva. 
 
The Company was incorporated on March 1, 2000 under the laws of Yukon Territory, Canada. On June 13, 2000, 
Gabriel Resources Ltd, a Canadian pub lic company listed on the Toronto Stock Exchange, completed a 
corporate reorganization pursuant to which European Goldfields became a public company listed on the TSXV. 
Shareholders of Gabriel Resources received 1/10th of a common share of European Goldfields for each 
common share held in Gabriel Resources. Pursuant to this reorganization, European Goldfields acquired from 
Gabriel Resources an aggregate of C$2 million in cash, together with the Certej, Zlatna, Bo lcana and Baita-
Craciunesti mineral resource projects located in Romania. In March 2002, the Group won the public tender for 
the Voia project described on page 10 of this document. 
 
In February 2004, the Group acquired 38 per cent. of the issued share capital of Hellas Gold, a joint venture 
company established for the purposes of acquiring the Stratoni, Olympias and Skouries mines, in Chalkidiki, 
Greece from the Greek government. Hellas Gold completed the acquisition of these interests on January 28, 2004. 
The 38 per cent. shareho ld ing will be subsequently diluted to 30 per cent. on completion of subscriptions by all 
parties to the transaction. Further details  relating to Hellas Gold and its  interests are set out on pages 11 and 12 
of this document. 
 
Payment in respect of the subscription for the Group’s interest in Hellas Gold was made, in part, out of the 
proceeds of a private placement by the Company of convertible loan notes of a principal amount of 
approximately C$19.5 million. Further details as to the terms of the Convertible Notes are set out on page 12 of 
this document. 
 
In February 2004, the Company raised a further C$23.6 million by way of a non-brokered private placing of 
9,458,750 special warrants at a price of C$2.50 per special warrant. The special warrants were exerc ised, 
effective as of February 12, 2004, into a total of 9,458,750 Common Shares. The subscription proceeds were 
used to part fund the subscription by the Group of its interest in Hellas Gold. 

PART 1 

5 





develop a large scale mining operation at Certej. The Group has expenditure commitments of US$3.5 million 
over the initial five years of the term of the Certej License, all of which have been satisfied. 
 
 
Mining and Exploration History 
The Group’s exploration activities to date have focussed on the Coranda deposit. Init ial exploration activities 
included scanning and digit is ing all exis ting underground level plans and geological maps and sections to 
produce the basis for the recording of all field exploration data. A program consisting of geological mapping, 
rock chip sampling on benches, blast ho le sampling, surface sampling and underground channel sampling of all 
accessible drives has been undertaken by the Group, with all samples being assayed for gold and silver, as well 
as for copper, lead and zinc. Diamond core and reverse circulation drilling and surface channel sampling 
programs have also been completed, as detailed below. 
 
 
Resources 
At a go ld cut-off grade of 0.8 g/t, the updated resource estimate for the eastern and western domains consists of 
44.1 million tonnes at a grade of 1.9 g/t gold and 10 g/t s ilver classified as an indicated mineral resource. In 
addition, 14.1 million tonnes of material at a grade of 1.5 g/t gold and 8 g/t silver was classified as inferred mineral 
resources for the eastern and western domains. At a gold cut-off grade of 0.8 g/t, the resource estimate for the 
central domain consists of 2.9 million tonnes of material at a grade of 1.6 g/t gold and 11 g/t s ilver which has been 
classified as an inferred mineral resource. 
 
Using a 0.8 g/t gold cut-off grade, uniform conditioning and a 10 X 10 X 10 metre selective mining unit for the 
eastern and western domains and inverse distance squared for the central domains, the updated resource 
estimate for the Certej deposit is  as follo ws: 

  

Grade (g/t)  

Contained Ounces 
(m ozs) 

Category of Resources 
Million 

Tonnes Gold Silver Gold Silver 

Ind icated 44.1 1.9 10 2.63 13.5

Inferred (East/West Domain) 14.1 1.5 8 0.68 3.7

Inferred (Central Domains) 2.9 1.6 11 0.15 1.0

Note:      

(1) The above resources are presented on a 100 per cent. of resource basis. European Goldfields’ ownership interest in the Certej project is 80 per cent. 
(2) Tonnes are rounded to the nearest 100,000 tonnes, ounces of gold are rounded to the ne arest 10,000 ounces and ounces 

of silver are rounded to the nearest 100,000 ounces. 

Source: Expert’s Report (Table 4 on page 49 of this document). 

Recent Exploration Activities of European Goldfields 
The Certej project comprises the Coranda deposit, the Sacaramb targets and the Magura target, further details 
of which are set out below. 
 
Coranda Deposit: Initial exploration of the Certej pro ject was primarily focused on a program of definition 
drilling of the Coranda deposit in order to provide the additional drill data necessary to update the existing 
resource estimate for the Certej project. The resource update inc luded a review of the validity of the channel 
sampling data based on repeat check programs as well as a comparison with drill generated results. 
 
A program of reverse circulation and diamond drilling was completed during 2001. Drilling was conducted on 
nominal 80 metre centres with inclined holes to ensure overlapping intercepts. Holes were generally drilled at -
60 degrees. 
 
In addition, detailed petrology on samples from Certej was conducted. Regional exploration work on the Certej 
project consisted of regional soil sampling over all of the magnetic targets as well as follow-up channel 
sampling. 
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Sacaramb Targets: The Sacaramb target consists of the area surround ing and including the historic Sacaramb 
Mine, approximately three kilometres southeast of the Coranda deposit. Extensive underground mining, 
conducted along high-grade epithermal veins, took place at the Sacaramb Mine during the 18th and 19th 
centuries, producing more than 1.3 million ounces of go ld. 
 
Over 7,000 metres of surface channel samp ling and 8,039 metres of underground channel sampling were 
completed on the Sacaramb targets by December 2003. A total of 7,438 metres of reverse circulation drilling 
and 1,020 metres of diamond core drilling in 46 surface holes were completed during 2002-2003. All samp les 
were assayed for gold and silver, as well as for copper, lead and zinc. 
 
Magura Target: Magura is  an epithermal-style vein, breccia and stockwork gold-s ilver target, located 
approximately five kilometres southwest of the Coranda deposit. A total of 8,617 metres of surface channel 
sampling together with underground channel sampling were completed on the Magura target during 20012002. 
A total of 4,893 metres of reverse circulation drilling in 37 surface holes were completed during 2002. All samp les 
were assayed for gold and silver, as well as for copper, lead and zinc. 
 
The Certej project does not have proven or probable reserves and proposed programs are an 
exploratory search for proven or probable reserves. 
 
 

ZLATNA PROJECT 

Ownership Interest 
European Goldfields holds an 80 per cent. interest in the Zlatna project through Deva Gold. The Zlatna project 
consists of one exploitation concession covering approximately 97.25 km

2
. Pursuant to an exploitation 

concession license (the “Zlatna License”) dated June 2, 1999, as amended, between NAMR, Minvest and 
Deva Go ld, an exploitation concession license was issued by NAMR to Minvest as titleholder and to Deva 
Gold as an affiliated company. In December 2001, title to the Zlatna License was transferred from Minvest to 
Deva Gold with the result that Deva Go ld became the titleho lder and Minvest became the affiliated company. 
As an affiliated company, Minvest has the right to continue to conduct its  current small scale mining operations 
at Zlatna until Deva Gold makes a production decision to develop a large scale mining operation at Zlatna. The 
Group has expenditure commitments of US$2.5 million over the initial five years of the term of the Zlatna 
License, all of which have been satisfied. 
 
 
Mining and Exploration History 
European Goldfields’ initial exploration activities included scanning and digitising all existing underground 
level plans and geo logical maps and sections to produce the basis for the recording of all field exploratio n data. 
An aeromagnetic airborne survey was also completed. 
 
 
Recent Exploration Activities of European Goldfields 
Exploration of the Zlatna project commenced during 2001. Geological and channel sampling crews sampled 
and mapped available drives. Upon completion of the Muncacaesca areas, access was opened in the Hanes, 
Popa Stanija, Baba Babuta, Breaza, Larga, Almas Neagra, and Valea Tisei targets. These areas were 
subsequently mapped and sampled. To date, approximately 15,000 metres of underground channel sampling 
and 8,200 metres of surface channel samp ling have been collected in the Zlatna project. All samp les were 
assayed for gold and silver, as well as for copper, lead and zinc. 
 
Hanes Target: Exploration drilling commenced at the Hanes target in 2002. A program of 4,897 metres of 
reverse circulation and 224 metres of diamond core drilling was completed in 33 surface holes. Additional 
reverse circulation drill programs were completed in 2002 at the Muncaceasca West target (1,802 metres in ten 
holes), Baba Babuta target (1,120 metres in six ho les) and Popa Stanija target (400 metres in two holes). 
 
Valea Tisei: Evaluation of the Valea Tisei copper-gold porphyry was an exploration priority in 2003. To date, a 
total of 664 metres of underground channel sampling and 1,112 metres of surface channel samp ling have been 
completed. 
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In addition to the detailed sampling, regional mapping and soil geochemical surveys were undertaken over the 
entire Zlatna pro ject in order to prioritise all of the targets generated in the previous surveys, including the 
aeromagnetic  airborne survey completed in 2000. Mapping also defined the limits  of the systems and 
preliminary rock sampling was done to help categorize prospects for further work. Aerial photography over the 
entire project was also completed during 2000-2001. 
 
The Zlatna project does not have proven or probable reserves and proposed programs are an 
exploratory search for proven or probable reserves. 
 
 

BOLCANA AND BAITA-CRACIUNESTI PROJECTS 

Ownership Interest 

European Goldfields holds an 80 per cent. interest in the Bo lcana and Baita-Craciunesti pro jects through Deva 
Gold. 

Bolcana 

The Bolcana project consists of one exploitation concession covering approximately 0.37 km2. Pursuant to an 
explo itation concession license (the “Bolcana License”) dated September 2, 1999, as amended, between 
NAMR, Minvest and Deva Go ld, an exploitation concession license was issued by NAMR to Minvest as 
titleholder and to Deva Gold as an affiliated company. In December 2001, title to the Bolcana License was 
transferred from Minvest to Deva Gold with the result that Deva Gold became the titleholder and Minvest 
became the affiliated company. As an affiliated company, Minvest has the right to continue to conduct its 
current small scale mining operations at Bolcana until Deva Gold makes a production decis ion to develop a 
large scale mining operation at Bolcana. The Group has expenditure commitments of US$458,030 over the 
initial five years of the term of the Bolcana License, all of which have been satisfied. 

Baita -Crac iunesti 

The Baita-Craciunesti project consists of one exploration concession covering approximately 8.097 km2. 
Pursuant to an exploration concession license dated September 2, 1999 between NAMR, Minvest and Deva 
Gold, an exploration concession license was issued by NAMR to Minvest as titleholder. The exploration 
concession license for Baita-Craciunesti was transferred to Deva Gold as titleholder in 1999. The Group has 
expenditure commitments of US$590,658 over the initial five years, all of which were fulfilled as a result of 
exploration p rograms of European Goldfields during 2001. 
 
 
Mining and Exploration History 
The Bolcana deposit is currently being exploited by Minvest through small scale open pit and underground 
operations for copper and gold. The ore is treated at a processing plant at Deva. There has been underground 
mining for gold in the past at Crac iunesti on multiple levels, but details of historic production are not known. 
 
During 2000-2001, underground mapping and channel sampling was initiated by the Group on the Baita and 
Troita areas. 
 
 

Recent Exploration Activities of European Goldfields 

Bolcana 

During 2001-2002, exploratio n at the Bolcana project consisted of both underground and surface channel 
sampling and geological mapping. Exploration activit ies have concentrated both at surface and underground on 
the Bo lcana copper-gold porphyry deposit, which can be accessed on a number of levels  covering 
approximately 200 metres of vertical extent on five levels. Approximately 3,871 metres of underground 
channel sampling and 1,888 metres of surface channel sampling have been completed to date. Additionally, 
2,595 metres of diamond core and 1,214 metres of reverse circulation drilling have been completed in 14 
surface holes. 
 
Regional mapping has also been conducted over the Bolcana project in order to define additional targets and 
potential. 
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Baita -Crac uinesti 

Within the Baita-Cracuinesti project, exp loration during 2001-2003 consisted of drilling, channel sampling, 
regional mapping, and regional soil sampling. Over 11,000 metres of surface channel sampling and 3,950 
metres of underground channel sampling have been completed at the Teascu and adjacent Troita epithermal 
vein systems. Additionally, 2,762 metres of diamond core and 92 metres of reverse circulation drilling have 
been completed in 19 surface holes at the Teascu. 
 
At Craciunesti for the period 2001-2003, over 2,000 metres of surface channel sampling and 3,453 metres of 
underground channel samp ling have been completed. Additionally, 227 metres of d iamond and 2,797 metres of 
reverse circulation drilling have been completed in 16 surface holes. 
 
Regional soil sampling is being used to define new zones and targets for further follow-up. Soil samples have 
been collected on 100 metre centres over all magnetic targets as well as over any extensions to known 
mineralization. Regional exploration mapping is  being undertaken to evaluate targets and anomalies generated 
and used to design further fo llow-up evaluation programs. 
 
The Bolcana and Baita-Craciunesti projects do not have proven or probable reserves and proposed programs are 
an exploratory search for proven or probable reserves. 
 
 

VOIA PROJECT 

Ownership Interest 
On March 13, 2002, European Goldfields was informed by NAMR that it had won the public tender for the 
Voia project. On March 29, 2002 European Goldfields, through its wholly owned Romanian subsidiary 
European Goldfields Romania, entered into an exploration concession license with NAMR. The license has an 
initial term of five years, with the right to extend for an additional three years. European Goldfields has 
expenditure commitments of US$1,655,964 over the initial five year term. The Voia project consists of one 
exploration concession covering approximately 49.21 km2. 
 
 
Mining and Exploration History 
During the 1970’s and 1980’s, the Voia deposit was the target of exploration activities conducted by the state 
exploration company Minexfor S.A. exp loring for copper and gold. 
 
During the late 1990’s, the Voia tenement was held by Minera Andes Inc S.U.A. under an exploration license. 
The Company is not aware of any exploration activities conducted by Minera Andes. 
 
European Goldfields’ exploration activities to date inc lude geologic mapping and completion of soil 
geochemical surveys over areas of known hydrothermal alteration at surface, including the Voia porphyry 
system. 
 
The Voia project does not have proven or probable reserves and proposed programs are an exploratory 
search for proven or probable reserves. 
 
 
GEOLOGY AND MINERALIZATION 
Further information on the Geology and Mineralization of the Romanian projects is  contained in the Expert’s 
Report set out in Part 3 of this document. 
 
 
WORK PROGRAM AND BUDGETS 
Further information on the work programs and budgets for the Romanian projects is contained in the Expert’s 
Report set out in Part 3 of this document. 
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GOLD PROJECTS – GREECE 

Ownership Interest 
European Goldfields, through its wholly-owned subsidiary, EG Greece, ho lds 38 per cent. of the share capital 
of Hellas Gold, a joint venture company which was established for the purposes of the Greek pro ject. 
 
Pursuant to an acquisition agreement dated December 12, 2003 between the Greek government and Hellas 
Gold which passed into Greek law on January 28, 2004 (“Greek State Contract”), Hellas Gold acquired the 
Greek Assets from the Greek government for a consideration of �11 million. This included mining concessions 
covering approximately 314 km

2
 and containing two deposits  (Olympias and Skouries) and two existing 

producing mines (Stratoni). The Greek government had itself acquired the assets from TVX Hellas S.A. 
(“TVX”). Further details of the Greek State Contract, which imposes a number of obligations on Hellas Gold in 
respect of the development of the project, are set out in paragraph 6.10 of Part 5 of this document. 
 
In connection with the Greek State Contract, EG Greece entered into a shareholders agreement with Dimitris  
Koutras, Greek Mines S.A. and Global Mineral Resources S.a.r.l (“GMR”). As at the date of this document the 
balance of the share capital of Hellas Gold is  held by Dimitr is Koutras (17.7 per cent.) and Greek Mines S.A. 
(44.3 per cent.) and pursuant to the terms of the shareholders agreement, GMR is required to subscribe for 
shares in the capital of Hellas Gold on June 30, 2004 with the result that EG Greece’s interest will be diluted to 
30 per cent. of the entire issued share capital of Hellas Gold. Further details of the shareholders agreement are 
set out in paragraph 6.9 of Part 5 of this document. 
 
Previous development of the Greek Assets experienced opposition from local anti-mining pressure groups. The 
Company understands, however, that the Greek government which entered into the Greek State Contract was 
strongly in favour of the proposed operations. Although there has been a recent change in government in 
Greece, the Company believes that this situation is unlikely to change. The Company believes that the success 
of the project will largely depend on stronger interaction with the local people to address and allay their fears 
and emphasize the potential economic benefits  to the area as well as participation of Greek partners in the 
project. 

Mining and Exploration History 
Mining has been conducted in the area since 350 to 300 BC. The lead-rich ores from the Madem Lakkos mine 
at Stratoni were smelted for silver and the Olympias arsenopyrite ores were processed for their high gold 
content. About one million tonnes of ore was extracted from each locality during this time. It is believed that 
by 300 BC, the bulk of the ores above the water table at Olympias had been extracted, though the Stratoni mine 
continued to be exploited through the Roman, Byzantine and Turkish periods. 
 
In 1954, a previous operator of the pro ject commenced exploration in the Olympias area. A ramp was started in 
1970 and full production commenced in the West orebody. A shaft was sunk to the –312 metre level and high 
grade mineralisation, termed the East orebody was intersected. The Company understands that the first ten 
years of production was profitab le, but excessive dilution, ground subsidence and water problems resulted in a 
change to more expensive under-hand cut and fill mining. 
 
The previous operator went into receivership in 1991 and the Greek government subsidised the operation until 
development and production fell behind schedule. TVX acquired the property in 1995 and shortly afterwards, 
production at Olympias was suspended so that resources could be confirmed and expanded. 
 
 
Resources 
During its period of ownership, TVX had resource estimates prepared in respect of the Greek project. Whilst 
Hellas Gold has had access to the relevant data it has not been able to commission its  own independent report 
on the assets due to the constraints imposed under the terms of the acquis ition. The resource estimates prepared 
for TVX can only be regarded as historic. To this end, Hellas Gold intends as soon as practicable to undertake 
a full due diligence exerc ise and feasibility study in respect of the Greek Assets in order to establish the 
existence, and the extent, of any proven or probable reserves. 
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Financing 
Payment in respect of the subscriptio n of the Group’s interest in Hellas Gold was made, in part, out of the 
proceeds of a private placement by the Company of Convertible Notes in the aggregate principal amount of 
approximately C$19.5 million (the “Note Placement”), which completed on December 12, 2003. The 
Convertible Notes become due and payable on March 31, 2004 (the “Maturity Date”) unless prior to such date, 
the Company completes the acquisition of the mineral exploration and mining assets in Greece and admits its 
Common Shares to trading on AIM (together, the “Conversion Events”). The first such condition was satisfied 
on January 28, 2004 and it is  expected that Admission will occur on March 18, 2004. 
 
On Admission, the Convertible Notes will automatically convert into Common Shares at a price of C$2.35 per 
share. The holders of the Convertib le Notes are also entitled to convert their Convertible Notes at any time 
prior to the Maturity Date into Common Shares and may extend the Maturity Date at their option. The 
Convertible Notes are non-interest bearing unless the Conversion Events do not occur by the Maturity Date or 
certain other events of default occur, in which case they bear interest at a rate of 18.0 per cent. per annum 
thereafter. The Convertible Notes also become due and payable upon the occurrence of certain events of 
default. The Convertible Notes and any Common Shares issued on conversion of the Convertible Notes cannot 
be traded through the facilities of the TSXV or otherwise in Canada or to or for the benefit of a Canadian 
resident until April 12, 2004 without the consent of the TSXV and compliance with all applicable securities 
legislation. 
 
 
ROMANIAN REGULATORY MATTERS 

Mining Law 

A new Romanian mining law (Law 85/2003) came into force and effect on March 27, 2003 (the “Mining 
Law”), which provides that all mineral resources are administered by NAMR. The fo llowing are some of the 
more important aspects of the mining law: 
 
 
Mineral Ownership 
All mineral resources located in Romania and in the portion of the continental shelf of the Black Sea adjoining 
Romania belong to the State of Romania. Mineral rights in Romania are acquired by way of prospecting 
permit, exploration concession or exploitation concession granted by NAMR. Under the mining law, an 
exploration or exploitation concession is a property-related right, d istinct and independent from the ownership 
of the land on and under which it is located, even when both belong to the same person. The rights granted by 
an exploration or exp lo itation concession are exclusive to the holder, chargeable, defensible against third 
parties and are transferable with the consent of NAMR. 
 
 
Exploration Concessions 
An exp loration concession may be obtained for a maximum period of five years, with a renewal right of three 
years. After the first two years, the exploration concession may be reduced by the titleholder and with the 
consent of NAMR. An annual fee of 100,000 lei (approximately US$3.10 using an exchange rate as at March 
9, 2004) per km

2
 is payable to the State of Romania. The annual fee doubles after two concession years and 

quintup les after four concession years. The ho lder of an exploration concession must provide NAMR with 
annual reports of all exploration activities conducted on an exploration concession. Exp loration concessions 
confer on the holder the exc lusive right to explore for all mineral substances lying within the perimeter of the 
concession. Exploratio n concessions may be converted into exploitatio n concessions at any time upon the 
preparation of and approval by NAMR of a feasib ility study on the exploration concession, a mine plan, an 
environmental impact assessment, an enviro nment rehabilitation plan, a social impact assessment and a social 
impact mitigation plan. In addition, exploratio n concessions confer on the ho lder the right to use the surface of 
the land and available water to undertake mining activities. 
 
 
Exploitation Concessions 
An exp lo itation concession is granted for an initial term of 20 years and is  renewable for successive five year 
periods. An annual fee of 25,000,000 lei (approximately US$776 using an exchange rate as at March 9, 2004) 
per km

2
 is  payable to the State of Romania. Holders of exploitation concessions must pay to the State of 

Romania a gross production royalty (the royalty computation basis is gross production less 
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processing) ranging from 2 per cent. to 10 per cent. depending on the particular resource being extracted, on all 
production. Exploitation concessions confer on the ho lder the right to exploit, process, refine and trade the 
concessioned mineral substances (except oil, gas and radioactive substances) lying within the perimeter of the 
concession. In add ition, exp loration concessions confer on the holder the right to use the surface of the land 
and availab le water to undertake mining activities. 
 
 
Surface Rights 
The Mining Law provides that a titleholder of a mining license has the legal right to obtain surface rights 
through any of the methods permitted by the Romanian law (i.e. sale-purchase, exchange of properties, rental, 
concession, association or expropriation). However, the Mining Law does not provide for any special 
mechanism/procedures in order to enforce such right. Therefore, the titleho lder of a mining license does not 
benefit from any preferential rights/mechanism in obtaining access to surface rights, but has to follow the 
generally applicable legal provisions in order to acquire the surface rights (i.e. conclusion of salepurchase 
agreements). 
 
Real estate ownership, in particular land, has gone through severe changes in the last fifty years : private 
ownership before 1950, nationalization, expropriatio n and eviction during the communis t regime, and 
restitution after 1990. Cadastral records have also gone through changes (in Transylvania some records were in 
Hungarian before 1920), while improvements to survey techniques result in differences between the current 
survey results and the real estate records. 
 
Taxes 
Under Romania’s tax laws, companies are taxed at the rate of 25 per cent.. There are no restrictions on the 
repatriation of capital, dividends or profits . Additional benefits  attrib uted to mining activities, as conveyed 
through the mining law, include customs duties and value added tax exemptions for the life of the concession 
license. 
 
A new law relating to the profit tax came into effect in January 2004, maintaining the general tax rate at 25 per 
cent., but eliminating d istortionary tax incentives, profit tax holidays and exemptions and rep lacing them with a 
uniform 20 per cent. investment tax allowance. This does not affect the “Disadvantaged Zone” status of 
European Goldfields’ projects, since the zones were created prior to July 2002. 
 
 
Disadvantaged Zones 
All of European Goldfields’ projects are located in two “Disadvantaged Zones” created by the Romanian 
Government in December 1998 and October 1999. The Disadvantaged Zones have ten-year lives commenc ing 
in December 1998 and October 1999 respectively. Assuming one of European Goldfields’ projects were to be 
placed into commercial production, it would not be subject to profit tax during such 10 year period. The 
Disadvantaged Zones also eliminate all customs duties of the imported items necessary for investment for a 
period of 10 years, which would immed iately benefit a project through the development, construction and 
commissioning phases, and would benefit a pro ject during operations for consumables such as grinding media 
and cyanide. 
 
 
Environmental Laws 
In January 2003, the Romanian Government enacted an updated environmental law and associated regulations 
regarding the preparation of environmental impact assessment for industrial projects, in order to harmonize its 
environmental laws and regulations with those of the European Union. The new laws will enable European 
Goldfields to apply for and receive an integrated approval aspect of the development and operation of the 
Certej project, as well as to ensure appropriate public participation in the permitting process, consistent with 
the European Union’s current practice. The Ministry of Agriculture, Waters, Forests and Environmental 
Protection adminis ter environmental matters. 
 
 
GREEK REGULATORY MATTERS 

Mineral Ownership 
All mineral resources located in Greece belong to the state of Greece. Mineral rights in Greece are acquired by way 
of exploration license and exploitation license. 

13 



Exploration license 
An exp loration license is  granted by the Prefect of the regio n in which the resources are located. An application 
for an exploration license creates a priority right in favour of the applicant. An exploration licence is granted for 3 
years. The holder of the license is  obliged to compensate the owner of the land for any suspension or loss of 
income due to the use of the land by the license holder. 
 
Mine Concession – the right of exploitation 
The holder of an exp loration license is  entitled to apply to the Prefect for a mine concession, at any time during 
the period of the explo ration license. The mine concession is  given by a decree for 50 years and is  renewable 
for a further 25 years. In extraord inary cases, the extension of the 25 years is  renewable for an additional 25 
years. The mine concession right is a property right, distinct and independent from the ownership of the land 
on or under which it is  located. The owner of the mine concession has the exc lusive right to explore, excavate 
and generally to exploit all minerals substances lying within the mine concession area (except for certain 
reserved minerals and deposits which only the Greek government has the right to search and exploit). The 
holder of a mine concession has the right to carry out necessary works to the surface of the land as well as 
underground. 
 
Contracts Concerning Mineral Rights 
All contracts concerning the establishment, the alteration or the transfer of mining rights deriving from 
exploration licenses or from a mine concession should be made before a notary public and are required to be 
approved by the competent Greek authority. 
 
Taxes 
Under the income tax law of Greece, companies of the legal form of a societe anonyme such as Hellas Gold are 
taxed at the rate of 35 per cent. Under the Greek Mining Law additional benefits are attributed to mining 
activities including exemptions from duties, customs, taxes relating to the importation of machinery and spare 
parts from any specific taxation in favor of local authorities.There are currently no restrictions on the 
repatriation of capital, dividends or profits . 

DIRECTORS AND EMPLOYEES 

Directors of the Company 

The Board currently comprises: 
 
Eduardo Baer (President and Chief Executive Officer) aged 42 

Eduardo Baer jo ined the board on November 2, 2003. He brings over 17 years of professional experience 
encompassing business development, strategic planning, senior level investor relations and corporate 
communications, administration, management and operations expertise developed in the mining, forestry, and 
consulting sectors. Mr. Baer’s recent duties include Consultant to Greystar Resources Ltd., and Vice President, 
Investor Relations and Communications of TVX Gold Inc., and served on the board of directors of that 
company. 
 
Christopher David Grannell (Chief Financial Officer) aged 41 

David Grannell joined the board on August 18, 2003. He is a fellow of the Chartered Association of Certified 
Accountants with over five years’ experience in the natural resources sector. He is  a partner in Bowker Orford 
a London based firm of Chartered Accountants and was recently the Audit Partner responsible for a Regal 
Petro leum plc up to its  admission to AIM in September 2002. 
 
Glenn Robert Featherby (Non -Executive Director) aged 47 

Glenn Featherby joined the board on November 21, 2003. He is a Chartered Accountant and a member of the 
Institute of Chartered Accountants in Australia. He has over 20 years’ experience in corporate advisory work 
and has worked extensively in the resources sector. He worked with KPMG in Perth, Western Australia and 
London before establishing his own accounting practice in Perth in 1998. He has also been an non-executive 
director of Gabriel Resources Limited and is  currently an Executive Director of Regal Petroleum plc. 
 
Hon. Robert Phillip Kaplan P.C., Q.C. aged 67 

Hon. Robert. P. Kaplan P.C., Q.C. jo ined the board on February 10, 2004. He is  a Toronto-based lawyer and 
businessman, who has held several directorships in companies listed on the New York, London, Toronto and 
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other stock exchanges. He has just retired after 10 years as a director of PetroKazakhstan Inc. He served as 
director of Platexco Inc., and was on the committee organizing its  successful takeover by Anglo American 
Platinum. He has served on the boards of Rex Diamond Mining Corp. and continues to be a trustee of H&R REIT, 
one of Canada’s largest real estate investment trusts. In 1993, Mr. Kaplan retired from a 25-year career in elective 
politics. He was a Federal Member of Parliament elected from Toronto. He served as a Cabinet Minister in the 
Governments of Rt. Hon. Pierre Elliott Trudeau and Rt. Hon. John Napier Turner. He was the Solicitor General of 
Canada, responsible for Canadian law enforcement and for national security. Since 1994 he served as the 
Honorary Consul of the Republic of Kazakhstan for Canada, and was recently awarded the Order of Kazakhstan 
by its  President in recognition of his service to the Republic. 
 
 
Employees 
As at December 31, 2003, European Goldfields and its subsidiaries had approximately 78 employees located in 
London, Canada and Romania, with the overwhelming majority being in Romania. European Goldfields also 
engages a number of contractors to supply work on specific projects. European Goldfields considers its employee 
and contractor relations to be good. 

 Number of

Employees  

Management 2
Finance 2

Operations 69
Administration 5

 78

 

DIVIDEND POLICY 
It is  not expected that the Company will be in a position to pay dividends for the foreseeable future. Any earnings 
will be reinvested in developing the business of the Group. The declaration and payment by the Company of any 
future dividends and the amount of any such dividends will depend upon the Group’s results , financial condition, 
cash requirements, future prospects, profits  available and other factors deemed by the Directors to be relevant at 
the time. 
 
 
DEALING ARRANGEMENTS 

Marketing and Trading of Common Shares 

Admission, selling and dealings 

The Common Shares are listed on the TSXV and an application has been made to the London Stock Exchange for 
all of the existing Common Shares to be admitted to trading on AIM. It is  expected that Admission will become 
effective and that dealings will commence on March 18, 2004. It is emphasised that, although the Common Shares 
will trade on AIM, the Company will not be subject to takeover regulation in the UK and consequently the City 
Code on Takeovers and Mergers will not apply to the Company. However, it is subject to provisions regulating 
takeovers under Canadian law (as detailed below). It is  expected that the Common Shares resulting from the 
conversion of the Convertible Notes will be admitted to AIM on or about March 25, 2004. 

Lock -in arrangements and restriction agreements 

In accordance with the AIM Rules, the Directors and Mr V. F. Timis, a substantial shareholder in the Company, 
have agreed (subject to certain exceptions) not to dispose of their interests, or those of their connected parties, in 
Common Shares held on Admission during the Lock-in Period. In order to maintain an orderly market in the 
Common Shares, the Directors have further agreed not to dispose of their interests, or those of their connected 
parties, in Common Shares for the 12-month period following the expiry of the Lock-in Period otherwise than 
through Canaccord Europe for such time as it shall remain broker to the Company. Further details  of these 
arrangements are set out in paragraph 6.12 of Part 5 of this document. 
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Settlement and CREST 
CREST is a computerised paperless share transfer and settlement system, which allows shares and other 
securities, inc luding depository interests, to be held in electronic rather than paper form. 
 
CREST is a voluntary system and shareholders who wish to retain share certificates will be able to do so. The 

Common Shares will trade through CREST as depositary interests. Canadian Registered Sha reholders 

Settlement on the Canadian share register will continue to be conducted through the Company’s Registrar and 
Transfer Agent. 

Canadian Take-over Bid Rules 

The Company is a Canadian corporation incorporated under the Yukon Act and has its head office and place of 
central management in Toronto, Ontario. Accordingly, transactions in the Company’s Common Shares will not be 
subject to the provisions of the UK City Code on Takeovers and Mergers. Instead, the Company is regulated by 
the relevant Canadian law. 
 
In Canada, securities law is a matter of provincial jurisdiction and as a result each of the provinces as well as the 
Yukon, the Northwest Territories and Nunavut has securities legis lation. The securities legis lation in each 
province or territory of Canada except New Brunswick, Prince Edward Island, the Yukon, the Northwest 
Territories and Nunavut contains rules governing take-over bids. 
 
A take-over bid made to persons in Canada will be subject to the take-over bid rules of the legislation of each 
province or territory in which there is a person to whom an offer is made as part of the take-over bid. Generally 
speaking, the take-over bid rules of the various Canadian jurisdictions define “take-over bid” as an offer to 
acquire outstanding voting or equity securities of a class, which when added to the offeror’s existing securities, 
will constitute in the aggregate 20 per cent. or more of the outstanding securities of that class. The take-over bids 
rules then distinguish between “formal bids” and “exempt bids”. A take-over bid is an “exempt bid” if it is 
deemed to be exempt, under the applicable securities legislation, from the formal bid requirements of that 
legislation. A take-over bid will be an “exempt bid” if, for example, among other things, the bid is not for more 
than 5 per cent. of the outstanding securities of a class of the issuer, or purchases are made from not more than 
five persons in aggregate or there is  no published market for the securities subject to the bid. If the take-over bid is 
not an “exempt bid” then it is  a “formal bid”. The rules governing “formal bids” require that the offer be made to 
all security holders of the target company then in the jurisdiction governed by the applicable securities legislation, 
a take-over bid circular (in prescribed form) to be sent to all security holders in that jurisdiction, security holders 
be given at least 35 days to deposit securities pursuant to the bid and the directors of the target deliver a directors’ 
circular to security holders within fifteen days of the date of the bid, making a recommendation to security holders 
to accept or reject the b id. 
 
As part of the take-over b id rules, most Canadian jurisdictions have implemented an early warning reporting 
requirement whereby a person must promptly report its acquisition, other than pursuant to a formal bid, of 
beneficial ownership of, or control to direction over, any voting or equity securities of any class or securities 
convertible into voting or equity securities of any class, in each case of a reporting issuer, that together with that 
person’s existing sharehold ings of that class of securities, would constitute 10 per cent. or more of the outstanding 
securities of that class. Such person reports the acquisition by immediately filing a press release containing certain 
prescribed information and filing a report with the applicable regulatory authority containing similar information. 
Each such person must also report, in the same way, each acquisition by it or any person acting jointly or in 
concert with it, of the beneficial ownership of, or securities convertible into, an additional 2 per cent. or more of the 
outstanding securities of the class. Eligible institutional investors are subject to a different early warning reporting 
regime. Because the Company is a reporting issuer in British Columbia, Alberta and Québec, each of which has 
adopted early reporting requirements, any person acquiring 10 per cent. or more of the outstanding securities of 
the Company other than pursuant to a formal bid will be subject to early warning reporting requirements the same 
or substantially similar to those described above. 
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CORPORATE GOVERNANCE 
The Company has implemented the corporate governance standards and corporate relations polic ies required by 
the TSXV. The TSXV policies on corporate governance address the constitution of an issuer’s board of 
directors, the aud it committee, and procedures for the approval of employment, consulting or other 
compensation agreements between the Company and non-arm’s length persons and management compensation 
agreements. The Company also intends, where practicable for a company of its size, to comply with the main 
provisions of the Combined Code. 
 
The Company has established Aud it and Compensation committees which each consist of a majo rity of 
Directors who are not officers of the Company. 
 
The Audit Committee is comprised of Robert Kap lan and Glenn Featherby. It reviews the annual and quarterly 
interim financial statements of the Company, oversees the annual audit process, the Company’s internal 
accounting controls and the resolution of issues identif ied by the Company’s auditors, and recommends to the 
Directors the firm of independent auditors to be nominated for appointment by the Shareholders at the next 
annual general meeting. In addition, the Audit Committee meets annually with the external auditors of the 
Company without the presence of any members of management. 
 
The Compensation Committee is  comprised of Glenn Featherby and Robert Kaplan. Its general responsibilities 
are to review and approve the compensation programme of the executive officers and review the Company’s 
general compensation structure, employment policies and programmes. It will also adminis ter the Company’s 
stock option plan, and deliver an annual report to shareholders on executive compensation. 
 
The Company has adopted and will operate a share dealing code for Directors and “applicable employees” (as such 
term is defined in the AIM Rules) and the Company will take reasonable steps to ensure their compliance with 
the AIM Rules on share dealing. 
 
 
CURRENT TRADING AND PROSPECTS 
In Romania, the Company has identified a number of extens ively mineralised zones within its principal 
properties and has completed regional exploration programmes, including res istivity, induced polarisation, 
airborne geophysics, geological mapping, soil geochemical surveys, trenching, rock chip and channel sampling 
and drilling, throughout its licence areas. The Company’s primary focus is to advance the Certej deposit to a 
pre-feasibility stage. 
 
In Greece, the Company, in association with its  Greek partners, has an interest in a 314 km2 property that 
includes two signific ant deposits, namely the partially developed Olympias polymetallic replacement deposit, 
which is currently on care and maintenance, and the Skouries porphyry copper-gold deposit. Both deposits have 
been subject to studies by TVX. A full due d iligence and feasib ility study will be conducted on the assets to 
permit up to date estimation of the resources. Upon completion of this review and, assuming the determination 
of a satisfactory level of proven and probable reserves, Hellas Gold intends to undertake to commence a work 
programme to develop these assets and produce a budget to meet financial requirements through to production. 
 
In the Balkans, the Company is considering various other mining prospects with a view, where possible, to 
acquire the most compatible properties. 
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RISK FACTORS 

AN INVESTMENT IN THE COMPANY IS HIGHLY SPECULATIVE AND INVOLVES A HIGH DEGREE OF 
RISK AS THE GROUP HAS A SHORT OPERATIONAL HISTORY AND ITS PRINCIPAL BUSINESS 
ACTIVITY IS THAT OF MINERAL EXPLORATION. 
 

In addition to the usual risks associated with an investment in a business at an early stage of development, the 
Directors believe that, in particular, the following risk factors should be considered. It should be noted that this list 
is not exhaustive and that other risk factors may apply. An investment in the Company may not be suitable for all 
recipients of this document. 
 

Investors are accordingly advised to consult an independent financial adviser duly authorised under the 
Financial Services and Markets Act 2000 and who specialises in advising on the acquisition of shares and other 
securities before making a decision to invest. 
 
 
Foreign Country and Political Risk 
All of the Group’s property interests are located in Romania and Greece and, consequently, the Group is subject 
to certain risks, including currency fluctuations and possible political or economic instability in those countries or 
in the region which may result in the impairment or loss of mineral concessions or other mineral rights, and 
mineral exploration and mining activities may be affected in varying degrees by political stability and government 
regulations relating to the mining industry. Any changes in regulations or shifts  in political attitudes are beyond 
the control of the Group and may adversely affect its  business. Exploration may be affected in varying degrees by 
government regulations with respect to restrictions on future exploitation and production, price controls, export 
controls, foreign exchange controls, income taxes, expropriation of property, environmental legislation and mine 
and/or site safety. 
 
 
Exploration and Mining Risks 
The business of exploring for minerals and mining involves a high degree of risk. Only a small proportion of the 
properties that are explored are ultimately developed into producing mines. At present, none of the Group’s 
properties in Romania have proven or probable reserves and the resource estimates relating to the Greek Assets 
are historic: the proposed programs are an exploratory search for proven or probable reserves. The mining areas 
presently being assessed by the Group may not contain economically recoverable volumes of minerals or metals. 
The operations of the Group may be disrupted by a variety of risks and hazards which are beyond the control of 
the Company, including fires, power outages, labour disruptions, flooding, explosions, cave-ins, land slides and 
the inability to obtain suitable or adequate machinery, equipment or labour and other risks involved in the 
operation of mines and the conduct of exploration programs. The Group has relied and may continue to rely, upon 
consultants and others for operating expertise. Should economically recoverable volumes of minerals or metal be 
found, substantial expenditures are required to establish reserves through drilling, to develop metallurgical 
processes, to develop the mining and processing facilities and infrastructure at any site chosen for mining. 
Although substantial benefits  may be derived from the discovery of a major mineralised deposit, no assurance can 
be given that minerals will be discovered in sufficient quantities or having sufficient grade to justify commercial 
operations or that funds required for development can be obtained on a timely basis. The economics of developing 
gold and other mineral properties is affected by many factors including the cost of operations, variations of the 
grade of ore mined, fluctuations in the price of gold or other minerals produced, costs of processing equipment 
and such other factors as government regulations, includ ing regulations relating to royalties, allowable 
production, importing and exporting of minerals and environmental protection. In addition, the grade of 
mineralization ultimately mined may differ from that indicated by drilling results  and such differences could be 
material. Short term factors, such as the need for the orderly development of ore bodies or the processing of new 
or different grades, may have an adverse effect on mining operations and on the results of operations. There can 
be no assurance that minerals recovered in small scale laboratory tests will be duplicated in large scale tests under 
on-site conditions or in production scale operations. Material changes in geological resources, grades, stripping 
ratios or recovery rates may affect the economic viability of projects. Depending on the price of gold or 
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other minerals produced, which have fluctuated widely in the past, the Group may determine that it is  impractical 
to commence or continue commercial production. 
 
 
Financing Risks 
The Directors are of the opinion having made due and careful enquiry that, the working capital available to the 
Company and the Group will be sufficient for its present requirements, that is  for at least the next 12 months from 
the date of Admission. Thereafter, further exploration and development of one or more of the Group’s properties 
will be dependent upon the Group’s ability to obtain financing through joint ventures, equity or debt financing or 
other means, and although the Group has been successful in the past in obtaining financing through the sale of 
equity securities, there can be no assurance that the Group will be able to obtain adequate financing in the future 
or that the terms of such financing will be favourable. Failure to obtain such additional financing could result in 
delay or indefinite postponement of further exploration and development of its projects with the possible loss of 
such properties. 
 
 
No Experience of Development-Stage Mining Operations 
The Group has no previous experience in placing resource properties into production and its  ability to do so will 
be dependent upon using the services of appropriately experienced personnel or entering into agreements with 
other major resource companies that can provide such expertise. There can be no assurance that the Group will 
have available to it the necessary expertise when and if it places its resource properties into production. 
 
 
Estimates of Mineral Resources and Production Risks 
The mineral resource estimates inc luded in this document are estimates only and no assurance can be given that 
any proven or probable reserves will be discovered or that any particular level of recovery of minerals will in fact 
be realized or that an identified reserve or resource will ever qualify as a commercially mineable (or viable) 
deposit which can be legally and economically explo ited. In addition, the grade of mineralization which may 
ultimately be mined may differ from that indicated by drilling results and such differences could be material. 
Production can be affected by such factors as permitting regulations and requirements, weather, environmental 
factors, unforeseen technical difficulties, unusual or unexpected geological formations and work interruptions. 
The estimated resources described in this document should not be interpreted as assurances of commercial 
viability, potential or profitability of any future operations. 
 
 
Mineral Prices 
The mineral exploration and development industry in general is  intensely competitive and there is no assurance 
that, even if commercial quantities of proven and probable reserves are discovered, a profitable market may exist 
for the sale of the same. Factors beyond the control of the Group may affect the marketability of any substances 
discovered. Mineral prices have fluctuated widely, particularly in recent years. The marketability of minerals is 
also affected by numerous other factors beyond the control of the Group, including government regulations 
relating to price, royalties, allowable production and importing and exporting of minerals, the effect of which 
cannot accurately be predicted. 
 
 
Uninsured Risks 
In the course of exploration, development and production of mineral properties, certain risks, and in particular, 
unexpected or unusual geological operating conditions including rock bursts, cave-ins, fire, flooding and 
earthquakes may occur. It is not always possible to fully insure against such risks as a result of high premiums or 
other reasons. Should such liabilities arise, they could reduce or eliminate any future profitability and result in 
increased costs, have a material adverse effect on the Group’s results  and a decline in the value of the securities of 
the Company. 
 
 
Competition 
The Group will compete with many companies and individuals that have substantially greater financ ial and 
technical resources than the Group for the acquisition of mineral concessions as well as for the recruitment and 
retention of qualified employees. 
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Environmental and other Regulatory Requirements 
The activities of the Group are subject to environmental regulations promulgated by government agencies from 
time to time. Environmental legislation generally provides for restrictions and prohibitions on spills, releases or 
emissions of various substances produced in associatio n with certain mining industry operations, such as 
seepage from tailings disposal areas, which would result in environmental pollutio n. A breach of such 
legislation may result in imposition of fines and penalties. In addition, certain types of operations require the 
submission and approval of environmental impact assessments. Environmental legislation is evo lving in a 
manner which means stricter standards, and enforcement, fines and penalties for non-compliance are more 
stringent. Environmental assessments of proposed projects carry a heightened degree of responsibility for 
companies and their directors, officers and employees. The cost of compliance with changes in governmental 
regulations has a potential to reduce the profitab ility of operations. 
 
The current exploration activities of the Group require permits from various governmental authorities and such 
operations are and will be governed by laws and regulations governing prospecting, labour standards, 
occupational health, waste disposal, toxic substances, land use, environmental protection, safety and other 
matters. Companies engaged in exploration activities generally experience increased costs and delays as a 
result of the need to comply with applicable laws, regulations and permits. There can be no assurance that all 
permits which the Group may require for exploration will be obtainable on reasonable terms or on a timely 
basis, or that such laws and regulations would not have an adverse effect on any project that the Group may 
undertake. The Group believes it is  in substantial compliance with all material laws and regulations which 
currently apply to its activities. However, there may be unforeseen environmental liabilit ies resulting from 
exploration and/or mining activities and these may be costly to remedy. 
 
Failure to comply with applicable laws, regulations, and permitting requirements may result in enforcement 
actions thereunder, inc luding orders issued by regulatory or judicial authorit ies causing operations to cease or 
to be curtailed, and may inc lude corrective measures requiring capital expend itures, installation of additional 
equipment, or remedial actions. Parties engaged in exploration operations may be required to compensate those 
suffering loss or damage by reason of the exploration activities and may have civil or criminal fines or 
penalties imposed for violations of applicable laws or regulations and, in particular, environmental laws. 
 
Amendments to current laws, regulations and permits governing operations and activit ies of exploration 
companies, or more stringent implementation thereof, could have a material adverse impact on the Group and 
cause increases in expenditures and costs, or require abandonment, or cause delays in developing new mining 
properties. 
 
 
Exploration, Mining and Other Licences 
The Group’s exploration and mining activit ies are dependent upon the grant of appropriate licences, 
concessions, leases, permits and regulatory consents (“Authorisations”) which may not be granted or may be 
withdrawn or made subject to limitations. There can be no assurance that such Authorisations will be renewed 
following expiry or granted (as the case may be) o r as to the terms of such grants or renewals. 
 
 
Title Matters 
The acquis ition of tit le to mineral concessions in Romania and Greece is a detailed and time consuming 
process. Title to and the area of mining concessions may be disputed. While the Group has diligently 
investigated title to all mineral concessions and, to the best of its knowledge, title to all of its properties is  in 
good standing, this should not be construed as a guarantee of title. Title to the properties may be affected by 
undisclosed and undetected defects. 
 
 
Conflicts of Interest 
The Company’s directors and officers may serve as directors or officers of other companies or have significant 
shareholdings in other resource companies and, to the extent that such other companies may participate in 
ventures in which the Group may partic ipate, the d irectors of the Company may have a conflic t of interest in 
negotiating and concluding terms respecting the extent of such participation. In the 
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event that such a conflict of interest arises at a meeting of the Company’s directors, a director who has such a 
conflict will abstain from voting for or against the approval of such a participation or such terms. From time to 
time several companies may participate in the acquisition, exploration and development of natural resource 
properties thereby allowing for their participation in larger programs, permitting involvement in a greater number 
of programs and reducing financial exposure in respect of any one program. It may also occur that a particular 
company will assign all or a portion of its  interest in a particular program to another of these companies due to the 
financial position of the company making the assignment. In accordance with the laws of the Yukon Territory, the 
directors of the Company are required to act honestly, in good faith and in the best interests of the Company. In 
determining whether or not the Company will participate in a particular program and the interest therein to be 
acquired by it, the directors will primarily consider the degree of risk to which the Company may be exposed and 
its financial position at that time. 
 
 
Repatriation of Earnings 
Currently there are no restrictions on the repatriation from Romania and Greece of earnings to foreign entities. 
However, there can be no assurance that restrictions on repatriation of earnings from Romania and Greece will not 
be imposed in the future. 
 
 
Dependence On Management 
The Group’s development to date has largely depended and in the future will continue to depend on the efforts of 
key management. Loss of any of these people could have a material adverse effect on the Group and its business. 
The Company has not taken out and does not intend to take out key man insurance in respect of any Directors or 
other employees. 
 
 
Joint Ventures 
Members of the Group hold, and expect to hold in the future, interests in joint ventures. Joint ventures may 
involve special risks associated with the possibility that the joint venture partners may (i) have economic or 
business interests or targets that are inconsistent with those of the Group; (ii) take action contrary to the Group’s 
policies or objectives with respect to their investments, for instance by veto of proposals in respect of jo int venture 
operations; (iii) be unable or unwilling to fulfil their obligations under the joint venture or other agreements; or 
(iv) experience financial or other difficulties. Any of the foregoing may have a material adverse effect on the 
results of operations or financial condition of the Group. In addition, the termination of certain of these joint 
venture agreements, if not replaced on similar terms, could have a material adverse effect on the results  of 
operations or financial condition of the Group. 
 
 
Share Price Fluctuations 
In recent years, the securities markets have experienced a high level of price and volume volatility, and the market 
price of securities of many companies, particularly those considered to be development stage companies, have 
experienced wide fluctuations in price which have not necessarily been related to the operating performance, 
underlying asset values or prospects of such companies. 
 
 
General Economic conditions 
Changes in the general economic climate in which the Group operates may adversely affect the financial 
performance of the Group. Factors which may contribute to that general economic climate inc lude the level of 
direct and indirect competition against the Group, industrial disruption, the rate of growth of gross domestic 
product, interest rates and the rate of inflation for each country in which the Group operates. 
 
 
AIM 
The Common Shares will be traded on AIM rather than the Official List of the UK Listing Authority. An 
investment in shares traded on AIM may carry a higher risk than an investment in shares quoted on the Official 
List. Investors should be aware that the value of the Common Shares may be volatile and may go down as well as 
up and investors may therefore not recover their original investment, especially as the market in the Common 
Shares on AIM may have limited liquidity. 
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The market price of the Common Shares may not reflect the underlying value of the Company’s net assets. 
 
The price at which investors may dispose of their shares in the Company may be influenced by a number of 
factors, some of which may pertain to the Company, and others of which are extraneous. Investors may realise 
less than the original amount invested. 
 
 
Legislative changes 
Changes in governmental regulations and policies may adversely affect the financial performance of the Group. 
Future Romanian and Greek legislation and regulations relating to labour may further increase the Group’s 
costs or otherwise alter the Group’s relationship with its  employees. 
 
 
Tax Risk on Migration 
The Company is currently res ident for fiscal purposes in Canada. Any subsequent relocation of the Company 
(by reference to the location of its management or otherwise) may give rise to a significant tax charge. 
 
 
Enforcement of Civil Liabilities 
As substantially all of the assets of the Company and its  subsidiaries are located outside of Canada and the UK, 
and certain o f the directors and officers of the Company are resident outside of Canada and the UK, it may be 
difficult or impossible to enforce judgments granted by a court in Canada or the UK against the assets of the 
Company and its  subsidiaries or the directors and officers of the Company residing outside of Canada or the 
UK. 
 
 
Currency Fluctuations 
The Group’s operations in Romania and Greece make it subject to foreign currency fluctuatio ns and such 
fluctuations may materially affect the Group’s financial position and results . 
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This report is  based on the findings of a due diligence review of the properties carried out by Howe during August 
and September 2002 fo llowing a visit to Romania and Bulgaria made during August 2002. The review has been 
updated to reflect developments to December 2003. The study reports in princip le the reporting requirements for 
London listings of mineral companies as defined by the UK listing authority. It is  understood that strict adherence 
to these requirements is  not required for companies being admitted to AIM. 
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D J PATRICK 
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A C A Howe International Ltd 
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EXECUTIVE SUMMARY 
At the request of Canaccord Capital Europe Limited (Canaccord) and European Goldfields Ltd (European 
Goldfields) ACA Howe International Limited (Howe) has prepared the following independent technical report 
on European Goldfields’s exploration projects in Romania. 
 
European Goldfields has an 80 per cent. interest in Deva Gold SA.(Deva Gold) which was formed to act as the 
incorporated jo int venture to explore and develop concessions in the Golden Quadrilateral area of the Apuseni 
Mountains in western Romania, once the most prolific gold-producing region in Europe. The Romanian State 
mining company, Minvest SA. (Minvest) has an 18.8 per cent. interest and the remaining 1.2 per cent. is  held 
by three minority Romanian shareho lders. Deva Gold holds title to four concessions in the Apuseni Mountains 
area, namely Certej, Baita-Craciunesti, Bolcana, and Zlatna, which initially totalled 154.3 km2, though 
following relinquishment of some 50 per cent. of the Baita-Craciunesti licence as was required under the metal 
mining law, the total is  currently 146.22 km

2
. A fifth concession was recently acquired through European 

Goldfields Romania SRL, a wholly owned subsidiary of European Goldfields. The 49.21 km2 Voia licence is 
situated contiguous to the north of the Certej licence. 
 
The joint venture agreement was based on future funding only, with no up-front payment from European 
Goldfields. A total expenditure of US$6,808,841 was required to acquire the current 80 per cent. interest in 
Deva Gold. To date, European Goldfields has expended US$16,994,078 in total, including administration costs of 
US$2,801,505, which more than meets the overall expenditure commitments on the Certej, Bo lcana and Baita-
Craciunesti licences and leaves a credit balance. The excess expenditure will be credited against a future 
increase in European Goldfields’s interest. An additional expend iture of US$1,507,885 is  required on the 100 
per cent. owned Voia concession to meet the overall commitment. 
 
All permits and required approvals are reported ly in place. The title documents for all concessions have been 
viewed by Howe, though Howe is not qualified to perform a legal due diligence on title and has relied on 
European Goldfields for assurance of title legality. 
 
 
The Certej Exploitation Licence 
This was granted on January 25, 2000 for a period of 20 years, with an initial development/exploitation period 
of five years. The licence is  located approximately 15 kilometres northeast of Deva, the regional capital. The 
various project areas within the concession are generally accessible by sealed or dirt roads. 
 
The Certej project area is underlain by Cretaceous black shales and sandstones, which are overlain by Neogene 
sediments. The rocks are intruded by Neogene andesitic intrusives, and contemporaneous volcano-sedimentary 
sequences occur. Ep ithermal and mesothermal vein-hosted, stockwork and disseminated deposits have been 
identified, associated with the Neogene andesitic intrusions. 
 
Underground exploitation of deposits on the concession was conducted on a minor scale prior to the 
involvement of Romanian State exploration and mining companies in the 1970s, when large-scale underground 
exploration and exploitation commenced. In disseminated deposits, a regular pattern of drives and crosscuts 
was developed on levels approximately 50 metre apart. Samp les were routinely assayed for gold and silver 
using fire assay with gravimetric finish method. European Goldfields has reviewed the his toric underground 
results, and check assaying has demonstrated that Romanian laboratories consistently understated gold grades 
below 3.5g/t and silver grades above 20g/t. Accordingly, Analabs Pty Ltd of Australia were commissioned by 
European Goldfields’ parent company Gabriel Resources to construct and manage a facility in Gura Rosiei, 
some 6 km from Rosia Montana village in the Apuseni Mountains. The assaying of all of European Goldfields 
samples is now conducted in this laboratory. Howe has visited the assay house and is satisfied that the quality 
control procedures in place are thorough and rigorously adhered to and inc lude duplicates and regular external 
checks. 
 
European Goldfields has identif ied a significant gold resource on the Certej concession. The main mineralised 
zone is  some 1500 metres long by 500 metres wide and occurs as a sub-horizontal, p ipe-like body hosted by 
Cretaceous and Neogene sediments and intrusive andesitic units . Subhorizontal andesitic sills  intrude the 
Cretaceous/Neogene contact to the west and east respectively of a younger, sub-vertical ridge-like stock, 
termed the Baiaga andesite. The pipe of predominantly disseminated gold-arsenopyrite and silver mineralisation 
has developed in the geological units  above the Baiaga stock. North-trending veinhosted lead-zinc mineralisation 
with subordinate gold has developed along the margins of the Baiaga 
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andesite and appear to post-date the disseminated mineralisation. Minvest is  currently carrying out open pit 
mining, primarily for lead and zinc. 
 
Following underground sampling and delineation drilling, a preliminary resource was estimated by Resource 
Services Group (RSG) of Perth, Australia in November 2000. Further surface drilling in 2001 led to the March 
2002 resource estimate, which comprises an Indicated Resource of 44.1 million tonnes at 1.9 g/t Au and 10 g/t 
Ag, containing some 2.63 million ounces of gold and 13.5 million ounces of silver, and a total Inferred 
Resource of 17.0 million tonnes at 1.5 g/t Au and 9 g/t Ag, containing some 830,000 ounces of gold and 4.7 
million ounces of silver. Classifications are in accordance with definitions adopted by the Canadian Institute of 
Mining, Metallurgy and Petroleum as laid out in Canadian National Instrument 43-101. 
 
While Howe has not conducted a new resource estimate at Certej, a detailed examination of the RSG resource 
methodology has been conducted and an in-depth study of the geological interpretation and alteration 
envelopes developed during the estimation has been carried out. Howe’s study finds that the geo logical 
modelling is acceptable for this stage of the pro ject, though clearly additional drilling is  required to refine the 
detail of the model. Howe considers that the sampling methodologies utilised are of a high standard, the 
resource estimation procedures are to industry standards and that the resource established to date at Certej is 
acceptable. 
 
Mineralis ed samples were submitted to Analabs Australia for ICP analysis which indicated that there are no 
significant deleterious elements present in the Certej deposit. Representative samples from vario us parts of the 
deposit were submitted to AMMTEC Ltd of Perth for initial metallurgical testwork. Some 50 per cent. of the 
gold proved recoverable us ing conventional leaching, and while 40 per cent. of the gold is  locked up in 
arsenical sulphides, the test results  indicated that partial oxidation of the latter would increase the overall gold 
extraction to some 82 per cent. and leaching of the flo tation tailings would increase this to 87 per cent. As bio-
oxidation is a proven method for selective oxidation of arsenopyrite, this process route was recommended for 
further investigation. The samples were sent to Lakefield Research, Ontario, for further testwork. Gold 
flotation recovery proved to be strongly dependent on sulphur recovery and it was demonstrated that bacterial 
oxidation of the flotation concentrate could increase the overall gold recovery to 75 per cent. Additional 
samples were submitted to Lakefield  for further investigatio n. 
 
Base-line cyanidation tests of the composite sample reported a gold recovery of 55 per cent. for the head 
sample and an overall go ld recovery of 49 per cent. for the flotation concentrate sample. Bacterial oxidation tests 
followed by cyanidation increased the gold extraction from the head sample composite from 55 per cent. to 89 per 
cent. Tests on the composite flotation concentrate reported overall gold recoveries of 59.3 per cent. and 66.7 per 
cent., which would increase to 68.3 per cent. and 75.7 per cent. by including cyanidation of the flotation tailings. 
Bacterial/cyanidation tests on individual flotation concentrates from the various lithologies achieved overall gold 
recoveries ranging from 64.1 per cent. to 76.7 per cent. Howe considers that these gold recoveries can be improved 
upon. 
 
The limited metallurgical test data was used by GRD Minproc of Perth to prepare an early estimate of the 
capital and operating costs for the three main options of direct cyanidation, cyanidation of a flotation 
concentrate, and cyanidation following bacterial pre-treatment of a flotation concentrate. These costs and metal 
recoveries were used in a p it optimisation. 
 
Capital and operating costs were estimated for the various options and a very simple cash flow model was 
constructed for the 8 Mtpa direct cyanidation route which Minproc considered to be the best option. This had a 
total capital cost of US$158.6 million and a plant operating and G&A cost of US$5.95/tonne which are 
considered accurate to +/-30 per cent. Metal prices of US$350/oz and US$4.5/oz for go ld and silver were used. 
 
Using these costs and the limited data from the initial tests, the internal rate of return (IRR) was less than 1 per 
cent. and the operation could not therefore be considered viable. The model ind icated that direct leach 
recoveries of at least 64.7 per cent. was required for the operation to become viable with an IRR of 11.7 per 
cent. The model is  most sensitive to revenue, (from gold recovery, head grade and gold price), then operating 
cost and least sensitive to capital costs. Over 50 per cent. of the operating cost was attributed to reagents and a 
cyanide consumption of 2 kg/t was used in the model. 
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Howe considers that the variation within the d ifferent ore-types has not been explored fully, though this will be 
addressed by the infill drill programme currently underway. Additional testwork is still required with the aim 
of increasing the d irect cyanidatio n gold recovery to over 65 per cent. Bacterial leaching still has to be tested 
fully. Aker Kavaener have been contracted by European Goldfields to carry out a scoping study including 
metallurgical testwork. The study will look at various production scale and processing options including the 
possibility of processing only higher grade material from the deposit. In additio n the study will include an 
investigation of the Transgold bacterial leach process developed at the Baie Marie site in northwest Romania to 
extract gold from arsenic pyrite concentrates at reported ly low capital and operating costs. 
 
The Sacaramb deposit, s ituated 3 kilometres southeast of the Certej deposit has been the focus of extens ive 
historical mining which affords considerable underground access. The deposit has reportedly produced 85 
tonnes of combined silver and gold. The epithermal gold and silver mineralisation is  hosted within Neogene 
andesite flows and breccias. Gold occurs as disseminations within breccias and in mineralised linear alteration 
zones associated with fracturing and traditionally described as veins. Over 230 individual mineralised veins are 
known which have been traced along strike for up to 2,000 metres, and down dip for 1,000 metres. Bonanza 
high-grade zones at vein junctions formed pipe-like zones that have been mined to surface. 
 
European Goldfields has partially sampled seven levels. The results demonstrate that the vein systems are 
generally contained within a wider zone of alteration that may carry enhanced gold values ranging from 0.9 to 
3.0 g/t over highly variable wid ths; occasional higher values may occur. Surface channel sampling has 
indicated outcropping mineralisation throughout the central southwestern area and the central eastern area of the 
workings. 
 
Twelve surface holes were drilled in 2002 to test near surface mineralisation along a strike length of 600 
metres on sections some 80 to 160 metres apart. The majority of holes intersected multiple narrow mineralised 
zones. The drilling indicates that a broadly continuous zone containing multiple narrow intersections can be 
traced at least 500 metres in a northerly direction, over a width of 200-300 metres, to a vertical depth of at least 
200 metres. Numerous old stopes throughout the Sacaramb deposit are backfilled with mineralised material. A 
backfill-sampling programme was initiated late in 2001, which returned an average grade of 4.37 g/t Au and 
13.03 g/t Ag. The potential for open pit mining is currently being assessed. 
 
A soil geochemical programme to the northeast of the known workings outlined a large surface anomaly and 
surface channel sampling to date has located a restricted zone of mineralisation with high-grade gold intercepts. 
The best intersection averages 34.2 g/t Au over 6 metres, though the true width of mineralisation is not 
established to date. It is possible that the zone represents a previously undiscovered bonanza zone similar to the 
high-grade pipes worked previously in the mine. Further work including a 4,200 metre drill programme is 
currently underway on the zone; initial drilling failed to locate continuation of the high grade zone to depth, 
though the bonanza pipes were very restricted in lateral extent and could easily be missed. Long intervals of 
greater than 0.5 g/t Au have been intersected in the northern part of the soil anomaly, confirming continuity 
with the known mineralisatio n. 
 
The Magura area at the extreme western end of the Certej concession area comprises steeply dipping, north-
south trending epithermal quartz veins, stockwork and breccias hosted by altered andesitic rocks. Six vein 
groups across a 400 metre wide zone have been traced along strike for up to 2,000 metres. Individual veins are 
narrow, generally with widths of between 0.75 and 1.0 metre. Free gold and sulphides that occupy the margins 
of, and fractures within, the veins. The sulphides present include pyrite, galena and sphalerite and Ag-As-Sb 
sulphosalts  and tellurides also occur. Breccia and stockwork zones are associated with individual veins. 
 
Following geological mapping in 2001 European Goldfields identif ied the Magura, Magura South and Bolcana 
South targets. These have now been combined into the Magura project. Work to date has concentrated on the 
Magura South prospect where soil geochemical and surface channels identified outcropping vein-type gold 
mineralisation, which has now been traced for over 1200 metres along strike and within a zone up to 400 metres 
wide at surface. Surface RC drilling in 2002 intersected the vein system along some 950m. Down-hole drill 
intercepts greater than 0.8 g/t Au, range from 0.84 to 3.47 g/t Au over widths ranging from 1 metre to 21 
metres. However, in-fill drilling suggests that the mineralisation may be restricted to narrow zones, widely 
separated by barren material. Additional drilling is  planned to test the 
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open pit potential of the deposit. Both underground and surface channel samp les on the extensions of the 
mineralised structures were disappointing, with only rare high gold and base metal values. 
 
Trenching and shallow drilling at Bo lcana South returned no significant values. 
 
An aeromagnetic survey was flown in 2000 over the Bolcana and Certej Exploitation Licences, and the Baita-
Craciunesti Exploration Licence. A total of 48 exploration target areas were identif ied, of which 17 were of the 
highest priority rank. A geochemical orientation survey was completed over the Certej area during June 2001 
and the majo rity of the concession has now been soil surveyed on a 200 x 200 metre grid, with infill over 
anomalous areas. The programme has successfully identified areas that require fo llow up work. 
 
Composite samples from Sacaramb, Magura South and Magura have been tested for deleterious elements and their 
leach characteristics determined by bottle roll testing. The results  demonstrate that the geochemical 
characteristics of all prospects are similar to those of the Certej deposit, indicating that a processing flowsheet 
designed for Certej will be applicable to all other deposits  on the concession. 
 
European Goldfields plan to expend US$4,880,520 to the end of June 2005 on the Certej Concession. Howe 
has examined the programmes and budgets and considers that they are reasonable and accurately costed, 
though would prefer the metallurgical testwork to be brought forward. 
 
 
The Baita-Craciunesti Exploration Licence 
This was granted on December, 9 1999 for a period of 5 years with a right to extend for a further 3 years. It 
originally covered an area 16.194 km2, and some 50 per cent. of the property was relinquished by the end of 
2002, so the licence currently covers 8.02 km

2
. 

 
The western part property is  underlain by Jurassic limestones and pillow basalts, overlain by a zone of 
rhyodacite intrus ions and flows in the northwest of the property. The eastern part of the licence is underlain by 
Neogene extrusive and intrusive andesites and Miocene sediments occur in a broad zone from the northeast to 
the south of the concession. Mineral deposits  include the Troita zone, a north-trending vein system, and the 
Teascu zone. The mineralisation found within the area includes both epithermal and mesothermal precious and 
base metal occurrences. Numerous gold bearing veins swarms and disseminated mineralised zones are 
developed: 

• The Craciunesti prospect consists of a series northwest-trending quartz veins hosted within an altered 
Tertiary sub-vo lcanic rhyodacite intrus ion and associated extrus ive rocks. Tectonic breccias have been 
mapped underground over widths exceeding 50m and for a minimum strike length of 600m, which may 
carry grades between 0.2 and 7.5g/t Au and approximately 12g/t Ag.. 

• The Troita project comprises a vein swarm inc ludes, from north to south, the Creanga, Anton, Troita and 
Pitigus zones. High-grade go ld and silver mineralised veins and breccias are present, as are disseminated 
mineralised zones with pervasive silicification. 

• The Teascu zone, lies to the south along strike from the Troita project and includes veins, stockworks and 
breccias with high gold grades as well as disseminated gold-silver mineralisation. 

 
A surface geochemical sampling programme has evaluated the gold potential of targets defined by a regional 
aeromagnetic survey. Anomalous results to the south of Teascu and at Craciunesti have been investigated by 
surface and underground sampling and diamond drilling. Additional samp ling to the north of Bolcana has 
extended the known anomalous zone to the north and west, though sampling to the east of Bolcana has 
produced no anomalous results . 
 
Underground channel samp ling at the Tro ita prospect by European Goldfields ind icated widely separated 
narrow zones that ranged between 0.8 and 2.03 g/t Au, associated with elevated base metal values. The higher-
grade intercepts between the main veins are generally narrow and no majo r, continuous zones have been 
indicated. Surface channel sampling has been completed along the strike of the Pitigus vein, with several 
anomalies indicated. 
 
Surface drilling at Teascu Prospect has extended the known mineralisation down dip and the zone remains 
open. Significant values typically range between 0.8 to 3.2 g/t Au and silver values fall between 1 to 4 g/t 
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Ag. The mineralisation is some 25 metres wide, with additional zones of variable width in the foot wall and 
hanging wall and appears to have potential for the development of a satellite open pit. Mineralisation occurs on 
a parallel ridge to the east, stratigraphically above the main zone, which could increase the open pit potential of the 
deposit. A reconnaissance induced polarisation geophysical survey has confirmed that the known 
mineralisation continues to depth and a major anomaly has been identified to the east o f the Teascu deposit that 
extends for over 500 metres and coincides with trenches that are anomalous in go ld. 
 
At Craciunesti, s ignificant narrow, widely spaced, high grade intervals are recorded, ranging in width from 1 to 
6 metres and averaging between 0.8 g/t and 22.04 g/t Au. Surface channel sampling has shown the 
mineralisation to be hosted in narrow sub-vertical, s ilicified veins. Gold values range from 1 to 3 g/t over 1 
metre, with occasional higher values, while silver averages 2-4 g/t. Drilling has outlined several high grade 
zones and further drilling is to be conducted to establish the continuity and geometry of the mineralisation. 
 
European Goldfields plan to expend US$1,476,571 on exploration over the tenement during the period January 
2004 to end-June 2005. Howe considers that the proposed work programme, which includes two phases of 
drilling on Craciunesti, further drilling on the Teascu project and limited metallurgical testwork is  justif iable 
and the costs realistic. 
 
 
The Bolcana Exploitation Licence 
This was granted on January 18, 2000 for a period of six years, with a right to successive five year extens ions. 
The tenement is located within the Baita-Crac iunesti Exploration Concession Licence, close to its common 
border with the Certej concession. The area is accessible by paved and unsealed roads and tracks. 
 
The mineralisation at Bolcana comprises porphyry copper and gold mineralisation related to apophyses of an 
andesitic stock intrud ing Cretaceous and Neogene sediments. Argillic alteration and silicification around the stock 
is  intense. Sulphides, includ ing chalcopyrite, bornite, chalcocite and pyrite occupy vein margins and 
microfractures within the intrusive rock. 
 
Exploration in the 1970s and 1980s outlined four pods of mineralisation along a north-south trend in the 
Bolcana area. The pod with the strongest mineralisation was explored by surface drilling and exploration 
development demonstrated that the zone is some 750m by 400m in size. The deposit is  currently being 
explo ited underground for copper and gold by Minvest at a production rate of approximately 300,000 tonnes 
per annum. A small open pit mine is  currently extracting ore near surface. 
 
European Goldfields re-assayed pulps from an earlier hole drilled vertically to a depth of 1200 metres into the 
deposit. Strong gold and copper intercepts were originally returned over long intervals from the Minexfor assay 
facility with copper values ranging between 110 ppm and 1.57 per cent. and gold ranging between 0 and 4.20 
g/t. The new assays showed an increase of 26 per cent. in grades for Au and 2.5 per cent. for Cu. 
 
The gold mineralisation is  controlled by steeply d ipping faults with abundant fractures filled with silica-pyrite 
and chalcopyrite. Underground sampling has returned values ranging from 1 to 3 g/t Au and silver values 
between 1 and 169 g/t over 1 metre which tend to correlate with elevated copper and gold. Channel sampling 
within the open pit returned significant intervals of mineralisation. European Goldfields drilling has returned 
intersections including 1.14 g/t Au over 177 metres and 1 g/t Au over 204 metres. A soil geochemical sampling 
programme has outlined an extens ive, subtle anomaly covering an area some 2 kilo metres by 1 kilometre, open 
in all directions. 
 
European Goldfields plans to expend US$1,107,580 on exploration to end June 2005. The programme includes 
surface drilling to further explore the mineralised structures associated with the known coppergold porphyry 
system. Howe’s examination of the proposed programme and budgets indicates that the work is justifiable. 
Howe considers that the costs are reasonable and in line with local costs established during the visit. 
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The Zlatna Exploitation Licence 
European Goldfields holds an 80 per cent. interest in this 97.245 km2 concession through Deva Gold. The 
licence was issued in June 1999 and formally granted on January 25, 2001 for a period of 20 years. The 
concession is  accessible by sealed and unsealed roads. 
 
The licence area is  underlain by Jurassic volcanics and Cretaceous sediments. Overlying the basement 
sequence are Miocene sediments and felsic tuffs and Neogene intrus ions with associated flows occur. 
Epithermal and porphyry gold-silver, go ld-copper and base metal mineralisation occurs in veins, fracture 
zones, stockworks and breccias with occasional significant go ld and silver mineralisation in the wallrocks. 
 
The area has been mined and explored since Roman times, but the only recent activity was mining and 
underground development at Hanes by Minvest, which ceased in June 2003. The mine supplied the Zlatna 
smelter with limited base metal feed via an overhead cableway. In 1998 the mine produced 12,000 oz of gold 
with by-product silver, lead and zinc from some 100,000 tonnes of ore. 
 
Substantial exp loration and mining has been carried by the State agencies, largely on narrow veins, and the 
following deposits and targets in the concession have been identified: 
 

• The Hanes deposit comprises epithermal gold and silver mineralisation occurs within Neogene andesitic 
extrusive and intrusive rocks and clastic sediments. 

 

• The adjacent Larga deposit consists of northwest trending quartz veins that dip steeply southwest. 
 

• The Trimpoiele-Fata Baii deposit lies immed iately to the north of Larga and comprises narrow quartz 
veins within a large argillic alteration halo. Recently acquired drill pulps from Minexfor have been re-
assayed and confirm the presence of underlying, extensive gold-copper porphyry-style mineralisation. 

 

• The Magura Poienii prospect is  contained within a zone of argillic alteration occurs over the central part 
of an andesitic complex. 

 

• The Muncaceascu West deposit consists of steeply dipping, northwest trending Au/Ag veins that occur 
above a porphyry copper-gold system located some 400 metres below the present surface. 

 

• The Muncaceascu East deposit consists of quartz-carbonate-sulphide veins with marginal stockworks 
and breccia zones. 

 

• The Popa-Stanija area contains a number of steep ly d ipping epithermal quartz-carbonate vein and 
stockwork systems 

 

• The Almas-Neagra deposit consists of a southern vein group hosted in a quartz andesite subvolcanic 
intrusion, and a central group hosted in the contact zone between the andesitic intrusion and Cretaceous 
sediments. 

 

• The Baba-Babuta deposit consists of fracture-controlled sulphides with gold. 
 

• The Breaza deposit consists of over 40 mineralised veins/breccias. 
 

• The Runculet deposit comprises sulphide-dominated vein mineralisation. 
 

• The Valea Tisei deposit comprises a disseminated gold-copper porphyry system with higher grade gold 
mineralisation in veins associated with enhanced base metal grades. 

 

• Dealul Mormantul comprises gold and silver mineralisation associated with base metals in northwest 
trend ing veins 

 
European Goldfields flew an aeromagnetic survey in 2000 over the Zlatna licence. A total of 53 exploration target 
areas were identified, of which 25 were interpreted to be of high p riority. Following the aeromagnetic survey, 
European Goldfields mapped the concession at a scale of 1:10,000 and the Hanes and Muncaceascu and Popa 
Stanija prospects were mapped at 1:2,500. A regional soil geochemical survey 
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has now been completed, with more detailed sampling over known prospects. Many of the old workings have 
now been accessed and partially channel sampled, defining drill targets on several of the project areas; drilling 
has been conducted at Hanes, Baba Babuta, Muncaceascu West and Popa Stanija. 
 
Surface channel sampling and drilling have been completed at Hanes which will permit preliminary resource 
estimation. The results  are currently being analysed. Samples have also been selected for average bulk density 
determination to aid the resource estimation. 
 
Drilling to date at Baba Babuta indicates a low grade vein-type structure. 
 

• Muncaceascu West, wide, low zones of grade go ld mineralis ation occur in the previous ly worked 25 vein: the 
mineralisation is  open at depth and laterally. Underground channel samp ling completed to date indicates 
numerous low grade intercepts. Pulps from seven surface and two underground Minexfor holes have been 
reassayed. Results indicate that the Minexfor assys below 1 g/t were consistently understated. One vertical hole 
drilled into a known porphyry zone returned 120 metres grading approximately 0.5 per cent. Cu and 1.05 g/t 
Au. Narrower, high grade gold mineralisation occurs some 200 metres northeast of the northwest-trending 25 
vein and drilling by European Goldfields has confirmed the presence of a number of high grade structures ; 
additional drilling is  required to establish extent and continuity. Two holes drilled at Popa Stanija intersected 
128 metres grading 0.64 g/t Au and 200 metres at 0.52 g/t Au. 
 
• Trimpoiele/Larga-Fata Baii prospect mineralisation is  associated with argillised structures and quartz veining 
in fine-grained andesite. Pulps from five vertical Minexfor drillholes have been re-assayed and returned 
significant intercepts of porphyry style go ld-copper mineralisation, including 1300 metres grading 0.75 g/t Au 
and 1719ppm Cu. Preliminary metallurgical testwork on composited drill pulps ind icates gold recoveries in the 
range of 84 to 96 per cent. 
 
The reopening of the o ld Breaza workings has been completed, but long intervals of andesite host rock between 
narrow veins affords little encouragement. At Valea Tisei, underground samples have been collected and 
rehab ilitation work is continuing. A zone some 250 by 125 metres with values predominantly averaging greater 
than 0.5 g/t has been partially delineated. The zone is  open in all directions. Underground sampling has identified 
several zones up to 60 metres wide with values in the range 0.5 to 1.2 g/t Au, separated by low-grade zones. 
 
• Mormantul and Magura Poienii, no significant alteration was observed and the workings appeared to be 
restricted to thin, sub-vertical veins in unaltered sediments. European Goldfields concluded that the Runculeti, 
Mormantul and Magura Poenii prospects have limited potential, though additional work is required. 
 
• Almas – Neagra, surface sampling has returned one intercept of 63.15 g/t over 2 metres. Nine other samples 
returned go ld values greater than 0.8 g/t Au. 
 
European Goldfields plans to expend US$1,097,381 on exploration until end-June 2005. The main emphasis 
will be on the Valea Tisei project, where further drilling is planned to explore the known mineralisation. 
Limited metallurgical testwork is also included and environmental studies will commence. Howe considers that 
the programme is justifiable and that the budgets are reasonable and in line with local costs. 
 
 
The Voia Exploration Licence 
European Goldfields holds a 100 per cent. interest in the 49.21 square kilometre (4,921 hectare). The license 
was issued on March 29, 2002 for a period of 5 years, with the option to extend, on application, for a further 3 
years. The licence area is accessible by a sealed road by dirt roads and foot tracks. The licence lies contiguous 
to the north of the Certej licence and has similar geology. Mineralisation consists of porphyry style-copper and 
associated vein-type and disseminated epithermal gold-s ilver, gold-copper and base metal mineralisation, 
contained within extensive zones of alteration: 

• The Voia porphyry copper deposit is  hosted in a Neogene andesitic plug. 

• The Paraul lui Avram prospect is situated some two kilometres to the southeast of the Voia deposit and 
reportedly comprises a number of veins, breccias and zones of disseminated mineralisation. 
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• The Stogul epithermal vein swarm lies to the northeast of the Bolcana deposit within an extens ive zone of 
argillic alteration 

• Stogul West occurs immediately north of Bolcana and also includes quartz-calcite-clay-sulphide veining. 

• The Draica prospect lies some 3 kilometres along strike to the northwest of the Stogu prospect and 
reportedly comprises similar epithermal-style veining, contained within the same extensive zone of 
argillic alteration. 

 
European Goldfields has completed regional mapping. Assaying of grab samples has returned a few anomalous 
gold values from a variety of rock types. Geochemical soil sampling has also been completed. 
 
The Company plans to expend US$326,747 on exploration on the concession to the end of June 2005. 
Administrative costs during this period are US$164,664. Drilling is  planned on the Vo ia porphyry and the 
Paraul lui Avram targets. Howe has examined the proposed programme and considers that it is justifiable and 
the budget is reasonable and in line with local costs. 
 
 
Howe’s Conclusions 

• The exploration to date has been to a high standard and has located numerous targets with potential for 
gold mineralisation. 

 

• The sampling methodologies utilised are rigorous and of a high standard. 
 

• The assaying is  tightly controlled with numerous internal and external checks. 
 

• The resource estimate at the Certej deposit has been conducted to industry standards and is acceptable, 
though infill drilling is  required to refine the model and permit pre-feasibility studies to be conducted. 

 

• Preliminary metallurgical testwork results have been used by GRD Minproc of Perth to prepare an early 
estimate of the capital and operating costs for the three main options of direct cyanidation, cyanidation of 
a flotation concentrate, and cyanidation fo llowing bacterial pre-treatment of a flotation concentrate. A 
very simple cash flow model was constructed for the 8 mtpa direct cyanidation route which Minproc 
considered to be the best option. This had a total capital cost of US$158.6 million and a plant operating 
and G&A cost of US$5.95/tonne which are considered accurate to +/-30 per cent. Metal prices of 
US$350/oz and US$4.5/oz for gold and silver were used. 

 

• The internal rate of return (IRR) was less than 1 per cent. and the operation could not therefore be 
considered viable. The model indicated that direct leach recoveries of at least 64.7 per cent. were required 
for the operation to become viable with an IRR of 11.7 per cent. The model is  most sensitive to revenue, 
gold recovery, head grade and gold price, then operating cost and least sensitive to capital costs. Over 50 
per cent. of the operating cost was attributed to reagents. 

 

• Howe considers that the variation within the different ore-types has not been explored fully. Aker 
Kavaener have been contracted by European Goldfields to carry out a scoping study includ ing 
metallurgical testwork. The study will look at various production scale and processing options including 
the possibility of processing higher grade material from the deposit. In addition the study will include an 
investigation of the Transgold bacterial leach process developed at the Baie Marie site in northwest 
Romania to extract gold from arsenic pyrite concentrates at reportedly low capital and operating costs. 

 

• There is potential for the location for additio nal open pittable resources on all licences and the proposed 
exploration p rogrammes are sound and justif iable. 

 

• The high-grade gold intersections in trenching at Sacaramb suggest that there is  also potential for 
bonanza-type pipes which could boost millhead grades. 

 

• The total budget for the proposed exploration programmes over the 18 month period amounts to 
US$8,888,799. The total adminis trative budget over the same period is US$1,185,648. Howe 
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considers that the exp loration programmes are well planned and justifiab le, though some degree of 
flexibility will be required and priorities may change during the period, resulting in movement of funds 
between aspects of the programme. The costings used are based on European Goldfields’s past experience in 
the area and Howe considers them to be reasonable. 

 
 
1. INTRODUCTION 
At the request of Canaccord Capital Europe Limited (Canaccord) and European Goldfields Ltd (European 
Goldfields) D Patrick of ACA Howe International Limited (Howe) has prepared the following independent 
technical report on European Goldfields’s exploration projects in Romania. The report forms part of the 
documentation for a proposed listing on the London Alternative Investment Market (AIM). D Patrick visited the 
project areas in August-September 2002. All data acquired by European Goldfields was reviewed and the project 
was discussed in detail with European Goldfields and their consultants Resource Service Group (RSG), who were 
contracted to conduct the field exploration and are responsible for the resource estimation. Subsequently, Howe 
has been provided with regular updates up to November 2003 which are reflected in the following report. T 
Jackson, Metallurgical Associate of Howe, reviewed the metallurgical aspects of the project. 
 
 
2. QUALIFICATION OF CONSULTANTS 
D Patrick BSc(Hons) PhD FAusIMM FIMM CEng prepared this report. He is a senior geologist in ACA Howe 
International Limited (Howe), has some 30 years of relevant professional experience in the estimation, assessment 
and evaluation of a wide range of mineral deposits and/or mines and is a Fellow, in good standing, of the 
Institution of Mining and Metallurgy. He is also a Fellow, in good standing, of the Australasian Institute of 
Mining and Metallurgy. 
 
 

3. DECLARATION OF INTERESTS AND ASSIGNMENTS 3.1. 

Principals 
European Goldfields is  registered in Canada and its  Romanian operations are managed from its office in Deva, 
Romania. European Goldfields have an 80 per cent. interest in a joint venture partnership with Minvest SA., the 
Romanian state-owned mining company and the titles of four of the concessions are held within Deva Gold SA., a 
subsidiary company. Title to the Voia property is  held by European Goldfield’s wholly owned subsidiary 
European Goldfields Romania SRL. 
 
 
3.2. ACA Howe International Limited 
ACA Howe International Ltd is an internationally recognised, independent geology and mining consultancy with 
offices in Canada, where it was established in 1961, and the United Kingdom where it has operated since 1978. 
 
Howe, its  company directors and company associates neither have nor hold: 

• any rights to subscribe to European Goldfields either now or in the future; 

• any vested interests in any concessions held by European Goldfields; 

• any rights to subscribe to any interests in any of the concessions held by European Goldfields, either now or 
in the future; 

• any vested interests in either any concessions held by European Goldfields or any holders of any adjacent 
concessions; and 

• any rights to subscribe to any interests or concessions adjacent to those held by European Goldfields, either 
now or in the future. 

 
The only commercial interest Howe has is  the right to charge professional fees at normal commercial rates, plus 
normal overhead costs, for work carried out in connection with the investigations reported here. Payment of 
professional fees is  not dependent either on project success or project financing. 
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4. ROMANIA BACKGROUND AND MINING LEGISLATION 
Romania is  a mineral resource rich country and has a long history of mining dating back to Roman times. The 
operating environment in Romania is generally favourable for exploration and mine development and the 
government promulgated a western-based mining law in June 1998, a move designed to encourage foreign 
investment in the mining sector. Romania’s mining and environmental legis lation satisfies both the World Bank 
and the European Community guidelines. 
 
There is a well-developed infrastructure with good port facilities, extensive high voltage power grid and a 
comprehensive road network. 
 
The monetary unit is  the Leu, plural Lei. The exchange rate for Lei per US$1 stood at 33,758 (November 2003) 
and inflation stood at 22.5 per cent. at 2002 year end. The corporate tax rate is at present 25 per cent. and the 
general value added tax rate (VAT) is  19 per cent. However, under Romania’s general tax laws, exporters who 
deposit their proceeds in Romanian bank accounts can secure a 5 per cent. tax rate. There are no restrictions on 
the repatriation of capital, dividends or profits. Additional benefits  attributed to mining activities as conveyed 
through the mining law, include customs, duties and value added tax exemption for the term of the concession 
licence. 
 
A new Romanian mining law came into force and effect on June 16, 1998, which provides that all mineral 
resources are administered by the National Agency for Mineral Resources (“NAMR”). The following are some of 
the more important aspects of the mining law: 
 
All mineral resources located in Romania and in the portion of the continental shelf of the Black Sea adjoining 
Romania belong to the State of Romania. Mineral rights in Romania are acquired by way of prospecting permit, 
exploration concession or exploitation concession granted by NAMR. Under the mining law, an exp loration or 
exploitation concession is  a property-related right, distinct and independent from the ownership of the land on and 
under which it is  located, even when both belong to the same person. The rights granted by an exploration or 
exploitation concession are exclusive to the holder, chargeable, defensible against third parties and are 
transferable with the consent of NAMR. 
 
Prospecting may be conducted on the basis of a non-exclusive permit. The minimum area of a prospecting permit 
is  45 km2. The prospecting permit is for a period of maximum 3 years and does not assure any exploration and/or 
exploitation rights. The titleholder of the prospecting permit must present to the Competent Authority annual 
documentation regarding the work conducted and the results obtained and a final report, comprising the 
investigation method used and the results  obtained. 
 
Exploration concessions confer on the holder the exclusive right to explore for all mineral substances lying within 
the perimeter of the concession. The minimum area of an exploration permit is 10 km

2
 and this must be reduced 

by 50 per cent. after the first 2 years and by 25 per cent. more after 4 years. Usually, the exploration perimeter 
will be rectangular, with the sides oriented North-South and East-West, defined by geodesic co-ordinates. An 
exploration concession may be obtained for a maximum period of five years, with a renewal right of three years. 
The holder of an exploration concession must provide NAMR with annual reports of all exploration activities 
conducted on an exploration concession. The Title Holder of an exploration licence has the right to obtain, upon 
request, the exploitation licence for any mineral resources discovered. 
 
Exploration concessions may be converted into exploitation concessions at any time upon the preparation of and 
approval by NAMR of a feasibility study on the exploration concession. 
 
An exploitation concession is  granted for an initial term of 20 years, with the right of continuation for successive 
periods of 5 years each. Holders of exploitation concessions must pay to the Government of Romania a 2 per cent. 
gross production royalty on all production. Exploitation concessions confer on the holder the right to explore, 
exploit, process, refine and trade all mineral substances (except oil, gas and radioactive substances) lying within 
the perimeter of the concession. In addition, exploitation concessions confer on the holder the right to use the 
surface of the land and available water to undertake mining activities. 
 
The mining law was modified in 2003, with changes taking effect as of early November 2003. The principal 
impacts are the elimination of perimeter reductions for exploration licenses and increases in annual fees 
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4.1. Fees, Taxes and Royalties 

• The annual fee for prospecting is US$ 0.5/ km
2
. 

 

• The annual fee for exploration is 100,000 lei/km2 (approximately US$2.96/ km2 ), doubled after two years 
and five times greater after four years per square kilometre is payable to the Government of Romania. 

 

• The annual fee for exploitation is  25,000,000 lei/km
2
 (approximately US$740) per square kilometre is  

payable to the Government of Romania. 
 

• The mining royalty is  equivalent to 2 per cent. of the value of production and is  payable quarterly. 
 

• A profit tax is  payable at no more than the rate in effect on the date of signing of the licence and the 
company benefits  from future reductions. 

 
 
4.2. Environmental Issues 
The mining law makes provision for preservation of the natural environment. Applicants for an exploitation 
concession must prepare and submit to NAMR an environmental impact study and rehabilitation plan as part of 
their application and provide a bank guarantee for a minimum of 1 per cent. of the value of the development plan. 
Environmental issues are administered by the Ministry of Waters and Environmental Protection. 
 
 
5. EUROPEAN GOLDFIELDS PROPERTIES 
European Goldfields has an 80 per cent. interest in Deva Gold SA.(Deva Gold) which was formed to act as the 
incorporated joint venture to explore and develop concessions in Romania. The Romanian State mining company, 
Minvest SA.(Minvest) has an 18.8 per cent. interest and the remaining 1.2 per cent. is held by three minority 
Romanian shareholders. Deva Gold holds title to four concessions in the Apuseni Mountains area, namely Certej, 
Baita-Craciunesti, Bolcana, and Zlatna. A fifth concession was recently acquired through European Goldfields 
Romania SRL, a wholly owned subsidiary of European Goldfields. The Voia licence is situated contiguous to the 
north of the Certej licence. Figure 1 shows the location of the licences. 
 
The joint venture agreement was based on future funding only, with no up-front payment from European 
Goldfields. A total expenditure of US$6,758,048 was required to acquire the current 80 per cent. interest in Deva 
Gold. To date, European Goldfields has expended US$16,994,078 in total, including administration costs of 
US$2,801,505, which more than meets the overall expenditure commitments on the Certej, Bolcana, Zlatna and 
Baita-Craciunesti licences and leaves a credit balance. The excess expenditure will be credited against a future 
increase in European Goldfields’s interest. Expenditure of US$1,507,885 is  still required on the Voia licence to 
meet the licence commitments. 
 
All permits and required approvals are reportedly in place. The title documents for all concessions have been 
viewed by Howe, though Howe is not qualified to perform a legal due diligence on title and has relied on 
European Goldfields for assurance of title legality. 
 
 
6. REGIONAL GEOLOGY AND MINERALISATION 
The project areas are located in the Golden Quadrilateral area of the Apuseni Mountains Western Romania 
(Figure 2). This 500 km

2
 area was once Europe’s most prolific producer of gold. The Apuseni Mountains can be 

divided into two different regimes: 

• The Northern Apuseni Mountains comprise Mesozoic shallow marine and non-marine sedimentary rocks 
overlying Precambrian and Palaeozoic sedimentary and metamorphic rocks. A series of thrust faults and 
associated nappes affect the rocks. 

• The Southern Apuseni Mountains inc lude several large Middle Jurassic mafic and rare ultramafic units, 
termed ophiolites, together with thick sequences of flysch and molasse sediments of late Jurassic to late 
Cretaceous age. 
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