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Telephone: +44 (0)1872 560738 Fax: +44 (0)1872 561079 www.wardell-armstrong.com

Our Ref: 61-0780 30 September 2010
Your Ref: Project IRC

The Directors

IRC Limited

11 Grosvenor Place
London

SW1X 7HH

Dear Sirs

IRC Limited — Competent Person’s Report (“CPR”)

Wardell Armstrong International Ltd. (“WAI”), as part of the Wardell Armstrong Group, submits
this Competent Person’s Report (“CPR”) on the Independent Technical Review of the Iron
Ore Assets of IRC Limited and its subsidiary companies (“IRC” or the “IRC Group”, as
applicable) within the Amur Region and EAO Region of the Russian Federation. The address
for WAI is noted above. This letter forms part of the CPR, dated 30 September 2010.

The CPR covers five iron ore projects at varying stages of development: Kuranakh, Kimkan &
Sutara, Garinskoye & Garinskoye Flanks, Kostenginskoye and Bolshoi Seym.

The mining licences for the Kuranakh, Kimkan & Sutara and Kostenginskoye projects are all
wholly owned by IRC. The mining licences for the Garinskoye and Garinskoye Flanks
deposits are held by LLC GMMC in which IRC has a 99.58% interest, and the mining licence
for the Bolshoi Seym deposit is held by LLC Uralmining (“Uralmining”), in which IRC has a
49% interest and LLC Management Company “Intergeo” has the other 51% interest.

These mining properties constitute the primary iron ore assets owned by IRC.
Representatives of the WAI project team visited the Kuranakh Project and Kimkan & Sutara in
February 2010. Garinskoye was previously visited in November 2008. As no material work
had been done at the site, a further visit was deemed not to be required in February 2010.

WAL is independent of IRC and all of its mining properties. Neither WAI, nor the Wardell
Armstrong Group, nor any of its employees or associates involved in the preparation of this
CPR holds any share or has any direct or indirect pecuniary or contingent interests of any
kind in IRC or its mining properties. WAI is to receive a fee for its services (the work product
of which includes this report) at its normal commercial rate and customary payment
schedules. The payment of our professional fee is not contingent on the outcome of this
report and IRC has not provided WAI with any indemnities.

The purpose of this CPR is to provide an independent technical assessment of IRC’s iron ore
assets to be included in the prospectus for IRC’s initial public offering (“IPO”) on the main

V-1



APPENDIX V COMPETENT PERSON’S REPORT

board of The Stock Exchange of Hong Kong Limited (“HKSE”). This technical report has been
prepared in accordance with the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) as effective at the date of this report.

Where applicable, Mineral Resources and Ore Reserves have been described using the
Australasian Code for Reporting Exploration Results, Mineral Resources and Ore Reserves
(the “JORC Code (2004)”) prepared by the Joint Ore Reserves Committee of the Australasian
Institute of Mining and Metallurgy, Australian Institute of Geoscientists and Minerals Council
of Australia in 1999 and revised in 2004.

The evidence upon which the estimated Mineral Resources and Ore Reserves are based
includes the deposit geology, drilling and sampling information, project economics and past
production data. The basis upon which WAI has formed its view on the Mineral Resource and
Ore Reserve estimates include the site visits of WAI's professionals to IRC’s mining
properties, interviews with IRC’s management, site personnel and consultants, analysis of the
drilling and sampling database, procedures and parameters used for the estimates and
comparison with past production.

The scope of work conducted by WAI included technical analysis of the project geology, Mineral
Resource and Ore Reserve estimates and a review of mining, processing, production,
environmental management, occupational health and safety, operating costs, and capital costs.

WAI has not undertaken an audit of IRC’s data, or reviewed the tenement status with respect
to any legal or statutory issues. WAI's CPR comprises an Introduction, followed by reviews of
the technical aspects of Geology, Mineral Resources and Ore Reserves, Mining, Processing,
Production, Operating and Capital Costs, Environmental Management, and Occupational
Health and Safety issues, for each of the mining properties, as well as a Risk Analysis for the
IRC iron ore projects on an overall basis. We trust that the CPR adequately and appropriately
describes the technical aspects of the projects and addresses issues of significance and risk.
Subject to the foregoing, Dr. Phil Newall is the Competent Person as that term is defined in
Chapter 18 of the Listing Rules and in that capacity takes overall responsibility for this
Competent Person’s Report for the purpose of Listing Rule 18.21(3).

This CPR documents the findings of the WAI review of IRC’s iron ore mining projects
completed to the date of this letter. The sole purpose of this report is for the use of the
Directors of IRC and advisors and its sponsor and advisors in connection with IRC’s IPO
prospectus and should not be used or relied upon for any other purpose. Neither the whole
nor any part of this CPR nor any reference thereto may be included in or with or attached to
any other document or used for any other purpose, without WAI's written consent to the form
and context in which it appears. WAI consents to the inclusion of this report in IRC’s IPO
prospectus, in the form, context and content provided, for the purpose of the IPO on the
HKSE.

Yours faithfully
for Wardell Armstrong International Ltd

Dr. Phil Newall
Director — Mining and Minerals
pnewall@wardell-armstrong.com
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CONSULTANTS AND INTERESTS

Wardell Armstrong International (WAI) is an internationally recognised, independent minerals
industry consultancy. The consultants used in the preparation of this report are employed
directly by WAI and have relevant professional experience, including prior field experience of
the geology and mineralisation of iron ore deposits in Central Asia and Russia.

Details of the principal consultants involved in the preparation of this document are as follows:

Phil Newall, PhD, BSc, ARSM, MCSM, CEng, FIMMM, Director, is a mining geologist with
over 25 years’ experience of providing consultancy services to minerals companies
throughout the world, with particular specialisation in the CIS, Europe, Central and West
Africa, and China. He has developed an extensive portfolio of exploration and mining-related
contracts, from project management through to technical audits of a large variety of
metalliferous and industrial mineral deposits. Dr Newall is a Qualified Professional Member
and Fellow of the Institute of Materials, Minerals and Mining in the UK, a Registered
Chartered Engineer of the Engineering Council (UK) and meets all the requirements for a
“Competent Person” as defined by both the 2004 Joint Ore Reserves Committee Code for
Reporting of Exploration Results, Mineral Resources and Ore Reserves (the “JORC” Code)
and National Instrument 43-101.

Owen Mihalop, BSc (Hons), MSc, MCSM, CEng, MIMMM, Technical Director, is a
chartered mining engineer with 15 years’ broad-based experience in the mining and quarrying
industries. He has gained experience in grass-roots exploration through to large scale
open-pit and underground mining projects across Ireland, Bulgaria, Spain and Canada. He
has worked as an operations manager in industrial mineral mining and quarrying operations in
the UK and has gained considerable project management and financial evaluation experience
through these roles. Owen is a Qualified Professional Member of the Institute of Materials,
Minerals and Mining in the UK, a Registered Chartered Engineer of the Engineering Council
(UK) and meets all the requirements for a “Competent Person” as defined by both the 2004
Joint Ore Reserves Committee Code for Reporting of Exploration Results, Mineral Resources
and Ore Reserves (the “JORC Code”) and National Instrument 43-101.

Daniil Lunev, DipEng, PhD, Mining Engineer, is a Russian national whose specialist areas
are mine scheduling, mine optimisation and mining equipment. His skills include optimisation
of underground and open pit mining equipment, calculations of mining transport systems and
estimation of efficiency and reliability of mining equipment. He is particularly experienced in
belt conveyor system development, modernisation, construction and resolving conveyor
application problems. Dr Lunev holds a Diploma and Doctorate in Mining Engineering from
St. Petersburg University.

EurGeol. Mark Owen, MCSM, BSc, MSc, CGeol, FGS; Technical Director, has worked for
over 25 years as a mine and exploration geologist in both the metalliferous and industrial
mineral mining sectors. He has considerable expertise in front line production mining, both in
underground and exploration environments, working on mines in the UK, Saudi Arabia and
Venezuela. Throughout his experience he has been responsible for resource estimation,
exploration planning and the management, environmental impact assessment and
implementation of remediation programmes for a broad range of minerals. Mark is a Qualified
Professional Member and Fellow of the Geological Society in the UK, a Registered Chartered
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Geologist, a Registered European Geologist and meets all the requirements for a “Competent
Person” as defined by both the 2004 Joint Ore Reserves Committee Code for Reporting of
Exploration Results, Mineral Resources and Ore Reserves (the “JORC Code”) and National
Instrument 43-101.

Eurlng. Adam Wheeler, BSc, MSc, CEng, MIMMM, Manager of Resources, is a chartered
mining engineer specialising in the application, customisation and management of mining and
geological software systems. He has particular expertise relating to general mining/geological
software systems used in the geostatistical resource and reserve assessment for both open
pit and underground optimisation. His skills include undertaking geostatistical studies, Ore
Reserve estimation, geological modelling and mine planning, and training of personnel. Adam
is a Qualified Professional Member of the Institute of Materials, Minerals and Mining in the
UK, a Registered Chartered Engineer of the Engineering Council (UK), a Registered
European Engineer and meets all the requirements for a “Competent Person” as defined by
both the 2004 Joint Ore Reserves Committee Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves (the “JORC Code”) and National Instrument 43-101.

Philip King, BSc (Eng) Mineral Technology (Hons), MIMMM, Technical Director, has 28
years’ minerals processing experience ranging from laboratory testwork and pilot plant
operations through to plant commissioning, operations and trouble-shooting. He s
experienced in the technical and financial evaluation of many mining projects through the
completion of both pre-feasibility and feasibility studies. He has been involved in process
design and engineering studies, equipment selection, and capital and operating cost
estimates. Philip is a Qualified Professional Member of the Institute of Materials, Minerals and
Mining in the UK.

John Eyre, FRICS, MIMMM, MRIN, MIQ, Technical Director, has over 30 years’ experience
in the international minerals industry as, variously, a mineral surveyor, minerals and
environmental manager, lecturer, consultant and mineral agent in over 30 countries
throughout the world. He has headed minerals market analysis, environmental auditing,
environmental impact assessment and technical and economic studies over the last 15 years.
John is a Qualified Professional Member of the Institute of Materials, Minerals and Mining in
the UK and a Fellow of the Royal Institute of Chartered Surveyors.

Neither WAL, its directors, employees nor company associates hold any securities in IRC, nor
any subsidiaries or affiliates, nor have:

® Any rights to subscribe for any IRC securities either now or in the future;

® any vested interest or any rights to subscribe to any interest in any properties or
concessions, or in any adjacent properties and concessions held by IRC; nor

® been promised or led to believe that any such rights would be granted to WAI.

The only commercial interest WAI has in relation to IRC is the right to charge professional
fees to IRC at normal commercial rates, plus normal overhead costs, for work carried out in
connection with the investigations reported herein.
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CLASSIFICATION OF GEOLOGICAL RESOURCES AND RESERVES IN ACCORDANCE
WITH THE JORC CODE (2004)

Reporting Of Mineral Resources

Extracts from the JORC Code (2004), which define the type of Mineral Resources and Ore
Reserves are presented below:

A ‘Mineral Resource’ is a concentration or occurrence of material of intrinsic economic
interest in or on the Earth’s crust in such form and quantity that there are reasonable
prospects for eventual economic extraction. The location, quantity, grade, geological
characteristics and continuity of a Mineral Resource are known, estimated or interpreted from
specific geological evidence and knowledge. Mineral Resources are sub-divided, in order of
increasing geological confidence, into Inferred, Indicated and Measured categories.

An ‘Inferred Mineral Resource’ is that part of a Mineral Resource for which tonnage, grade
and mineral content can be estimated with a low level of confidence. It is inferred from
geological evidence and assumed but not verified geological and/or grade continuity. It is
based on information gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes which may be limited or of uncertain quality
and reliability.

An ‘Indicated Mineral Resource’ is that part of a Mineral Resource for which tonnage,
densities, shape, physical characteristics, grade and mineral content can be estimated with a
reasonable level of confidence. It is based on exploration, sampling and testing information
gathered through appropriate techniques from locations such as outcrops, trenches, pits,
workings and drill holes. The locations are too widely or inappropriately spaced to confirm
geological and/or grade continuity but are spaced closely enough for continuity to be
assumed.

A ‘Measured Mineral Resource’ is that part of a Mineral Resource for which tonnage,
densities, shape, physical characteristics, grade and mineral content can be estimated with a
high level of confidence. It is based on detailed and reliable exploration, sampling and testing
information gathered through appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes. The locations are spaced closely enough to confirm
geological and/or grade continuity.

Reporting of Ore Reserves

An ‘Ore Reserve’ is the economically mineable part of a Measured or Indicated Mineral
Resource. It includes diluting materials and allowances for losses which may occur when the
material is mined. Appropriate assessments, which may include feasibility studies, have been
carried out, and include consideration of and modification by realistically assumed mining,
metallurgical, economic, marketing, legal, environmental, social and governmental factors.
These assessments demonstrate at the time of reporting that extraction could reasonably be
economically justified. Ore Reserves are sub-divided in order of increasing confidence into
Probable Ore Reserves and Proven Ore Reserves.

Probable Ore Reserves and Proven Ore Reserves

A ‘Probable Ore Reserve’ is the economically mineable part of an Indicated, and in some
circumstances Measured Mineral Resource. It includes diluting materials and allowances for
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losses which may occur when the material is mined. Appropriate assessments, which may
include feasibility studies, have been carried out, and include consideration of and
modification by realistically assumed mining, metallurgical, economic, marketing, legal,
environmental, social and governmental factors. These assessments demonstrate at the time
of reporting that extraction could reasonably be justified.

A ‘Proven Ore Reserve’ is the economically mineable part of a Measured Mineral Resource. It
includes diluting materials and allowances for losses which may occur when the material is
mined. Appropriate assessments, which may include feasibility studies, have been carried
out, and include consideration of and modification by realistically assumed mining,
metallurgical, economic, marketing, legal, environmental, social and governmental factors.
These assessments demonstrate at the time of reporting that extraction could reasonably be
justified.

ADDITIONAL POINTS OF NOTE
Reporting of Dates

It should be noted that throughout this CPR, data have been presented as accurate to the
date at which information was provided or work completed. However, WAI considers that all
such data presented in this document and any assumptions which underpin it, remains valid
as of the date of publication of this report unless specifically stated otherwise.

Use of Terminology

Mineral Resources described as JORC-Compliant and/or “in accordance with the guidelines
of the JORC Code (2004)” have been modelled and classified under the guidelines of the
JORC Code (2004) as it has been described in the sub-section “Reporting of Mineral
Resources in accordance with the JORC Code (2004)” in this Appendix V — “Competent
Person’s Report.”

The IRC Group has historically produced reserve and resource data for its operations in
Russia in accordance with the Russian System in order to satisfy relevant Russian regulatory
requirements and for its own internal geological purposes. This information is publicly
available, having been disclosed to the market in accordance with UK requirements which
applied to the IRC Group from time to time. It has not been included in the prospectus as
Russian System data does not meet the current requirements of the Listing Rules.

The Sponsor does not consider that the omission of the Russian System reserve and
resource data for the Group’s mining assets will result in the omission of material information
from the prospectus.
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EXECUTIVE SUMMARY

WAI was commissioned by IRC, in May 2010, to prepare a CPR on the iron ore assets held
by IRC in the far east of the Russian Federation (“Russia”), as part of the listing document for
IRC’s IPO on the main board of the Hong Kong Stock Exchange.

This CPR considers all aspects of the deposits, covering geology and resources, exploration
potential, mining, processing, capital and operating costs and environmental and social
issues.

Iron Ore Assets

As part of the CPR, WAI reviewed the status of the Kuranakh Project, Kimkan & Sutara,
Garinskoye, Garinskoye Flanks, Kostenginskoye and Bolshoi Seym projects, referring to the
Feasibility Studies and associated technical reviews of the deposits of each project. In
addition, a Technical Due Diligence produced by WAI in March 2010 was reviewed and
updated. The tables below summarise the principal salient details for each project and the
current Mineral Resources. Detailed information on each deposit is provided in subsequent
sections of this CPR.

Overview of Iron Ore Mining Properties

Type of  Report
Project Location Project Status Mine Section
Kuranakh North west Amur  Advanced stage of development, preliminary  Open Pit 2
Region, Russia. mining in 2008-09, full scale mining at a rate
of 2.6Mtpa in H2 2010, with 2.6Mtpa
production expected for a full year in 2011.

Kimkan North EAO Russia Full Feasibility Study stage completed. Open Pit 3
& Sutara Early stage development commenced. Iron
ore resource identified, mine design and
optimisation complete. Pre-stripping works
have already commenced along with trial
mining at Kimkan Central.

Garinskoye Central Amur Garinskoye is currently an active advanced Open Pit 4
Region, Russia.  exploration project. No mining has taken place
on the site. IRC has completed scoping
studies and a feasibility studies detailing future

plans.
Garinskoye Central Amur Viewed as an extension to the main — 4
Flanks Region, Russia. Garinskoye Deposit. Currently, no
development has been carried out.
Kostenginskoye = 24km south of Exploration and Technical Testing carried out/ — 5
Kimkan Deposit continuing, with Preliminary Resource

Estimation carried although resources not
confirmed by GKZ. Considered as a
continuation of operations at Kimkan & Sutara
on a macro scale.

Bolshoi Seym 40km south east ~ Currently (June 2010) in the final six months — 6
of the Kuranakh of a 3 year exploration campaign. IRC owns
Deposit 49% of Uralmining, the company that owns

the licence to develop the Bolshoi Seym
deposit. IRC has the right to appoint the
General Director of Uralmining.
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Summary of Principal Mineral Resources by Project*
In accordance with the guidelines of the JORC Code (2004)

Project Deposit C.0.G.** Mineral Resources Resource Category Ferota
(Mt) (%)

Kuranakh .......... Saikta 17% 21.7 Indicated 30.8
0.01 Inferred 22.2

Kimkan Kimkan Central 25% 99.7 Indicated 34.3
&Sutara . .......... 15.0 Inferred 33.3
Kimkan West 25% 51.1 Indicated 33.5

43.0 Inferred 33.6

Maisky 25% 15.1 Indicated 32.0

20.7 Inferred 31.9

Sovkhozniy 25% 4.4 Inferred 30.2

Sutara 18% 195.7 Measured 32.4

231.0 Indicated 32.2

65.5 Inferred 31.0

Garinskoye ........ Garinskoye 20% 219.9 Indicated 32.0
156.0 Inferred 29.3

Total Measured and Indicated 834.2 Measured+Indicated 32.5

(JORC-Compliant) .. ............
Total Inferred (JORC-Compliant) .. 304.6 Inferred*** 30.6

Mineral Resources are presented as of the date of this CPR. Please refer to the relevant footnotes to the tables on pages
18, 20, 21 and 23 of this CPR for further information regarding this reference date.

C.O.G. or cut-off grade means the lowest grade of mineralised material considered economic, used in the calculation of
Mineral Resources and Ore Reserves. Mineral Resources are reported to a specific cut-off grade which takes into account
both the economic viability of future mining operations and the geological continuity of the mineralisation which may or may
not reflect natural geological and structural boundaries. Ore Reserves are estimated on the basis of an economic cut-off
grade which is calculated based on current metal prices and the estimated costs of exploitation of the mineralised material.
For a description of the categories of Measured, Indicated and Inferred JORC-Compliant Mineral Resources, and the level of
confidence attributable to each category, please refer to the section headed “Classification of Geological Resources and
Reserves—Reporting of Mineral Resources in accordance with the JORC Code (2004)” in this report.

**

Summary of IRC Prospective Projects

Project Deposit Resource

(mt)
Garinskoye Flanks ......... Garinskoye No JORC Resource Statement Available
Bolshoi Seym ............. Bolshoi Seym No JORC Resource Statement Available
Kostenginskoye ........... Kostenginskoye No JORC Resource Statement Available
Kuranakh ................ Kuranakh No JORC Resource Statement Available

Summary of Ore Reserves in accordance
with the guidelines of the JORC Code (2004)

Probable
Project Deposit Ore Reserves* Fe TiO, Fe TiO,
Mt % % Mt Mt
Garinskoye ................ Garinskoye 211.7 36.0 nfla 76.2 n/a
Total ................... 211.7 36.0 76.2

Note: JORC-Compliant reserves are not available for Kuranakh or Kimkan & Sutara. Ore Reserves are presented as at the date
of this CPR. It is WAI’s opinion that the above Ore Reserves are feasible Ore Reserves under the JORC Code (2004).

For a description of the categories of Proven and Probable Jorc-Compliant Ore Reserves, and the level of confidence
attributable to each category, please refer to the sub-section headed “Cautionary Note to Investors Concerning Measured,
Indicated and Inferred Resources” of the section headed “Classification of Geological Resources and Reserves” in this
prospectus.
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Kuranakh Project

The Kuranakh Project, consisting of the Kuranakh and Saikta deposits (the “Kuranakh
Deposit” and the “Saikta Deposit”, respectively), is located in the Tynda district of the Amur
Region, in the east of the Russian Federation. The deposits are located at latitude 56°41’
north and longitude 120°58’ east, at a distance of 45km south-east from the nearest village of
Olekma, which lies on the route of the Baikal Amur Magistral (BAM) railway line.

The Saikta Deposit is a medium-sized titanomagnetite deposit which is currently in
production, having commenced preliminary mining in 2008 and open pit mining in May 2010.
From the site visit carried out in February 2010, it is clear that IRC has demonstrated the
ability to bring a greenfield asset into operation. The results of the operations will be the
ultimate test, but the project appears to benefit from its resource base and good access to
infrastructure.

The Mineral Resources for the Saikta Deposit were estimated in 2008 by WAI using a
Datamine® block model and were calculated to cut-off grades of 5% Fe, and 17% Feyy.
This resource estimation was carried out in accordance with the guidelines of the JORC Code
(2004). The results for cut-off grade of 17% Fe,y, are summarised in the table below.

Saikta Deposit Mineral Resources*
In accordance with the JORC Code (2004) — 17% Fe C.O.G.

Resource Classification Mineral Resources  Ferg,  Feyagn TiO, Ferota  Fepagn TiO,
(M) (%) (%) (%) (Mt) (Mt) (M)

Indicated ....................... 21.663 30.82 20.26 9.58 6.677 4.389 2.075

Inferred™ . ........ ... ... ... ..... 0.011 22,22 12.40 11.22 0.002 0.001 0.001

*  Mineral Resources are presented as of 01 September 2008. As only 0.15Mt of ore was extracted during 2008-2009, and
stockpiled without further processing, the above statement remains valid as of the date of this CPR.

**  For a description of the categories of Measured, Indicated and Inferred JORC-Compliant Mineral Resources, and the level of
confidence attributable to each category, please refer to the section headed “Classification of Geological Resources and
Reserves — Reporting of Mineral Resources in accordance with the JORC Code (2004)” in this report.

A resource estimate for the Kuranakh Deposit has been carried out in accordance with the
Russian System only, with reserves in the B, C; and C, categories and this was audited by
SRK in March 2007. Details of these Russian System calculations have previously been
published by the IRC Group.

In 2010, re-optimisation of the Kuranakh Project Russian System reserves statement,
originally created in 2008, using updated commodity prices was carried out. WAI had
previously reviewed the Kuranakh Project Russian System reserves statement as part of a
Mineral Expert's Report in 2008. Details of these Russian System calculations have
previously been published by the IRC Group.

Operations at the Kuranakh Project commenced in late 2008, with the mining of the Saikta
Deposit open pit. Preliminary trial mining took place in October-December 2008 with
subsequent trial processing. A total of 0.1Mt of ore was mined in 2008, and 0.052Mt in 2009.
Mining during 2009 focused on stripping works to remove overburden, rather than ore mining,
as the processing plant was not in operation due to instability in the iron ore market.

During 2009, development works were carried out on the Saikta Deposit open pit, with
operations concentrating on bench development at the 730-700m elevations with some
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preparation of the 690-670m elevations. The total amount of overburden moved in 2009 was
1.4Mm3 and the total amount of ore mined was 0.052Mt. This ore was stockpiled at the
crushing and screening plant pending the commissioning of the Olekma processing plant
during the first half of 2010. As at 31 December 2009, approximately 0.12Mt of ore had been
stockpiled.

The Olekma processing plant at the Kuranakh Project was commissioned in May 2010, with
production commencing in June 2010. Operations are expected to achieve the target run-rate
production of 2.6Mtpa during 2010. In addition to the 2.6Mtpa of ore, an average of 8.5Mtpa
of waste will be mined each year.

The operating cost for mining operations has been forecast by IRC as US$9.40 per tonne of
ROM ore, which WAI considers to be realistic and in line with operating costs for comparable
projects.

The crushing and screening plant commenced production of pre-concentrate in 2008, but due
to the downturn in the market for iron ore pre-concentrate, the plant did not operate in 2009
although some additional infrastructure construction took place at the plant during that year
including construction of administration buildings, maintenance workshops and a water
treatment facility. The crushing and screening plant was re-commissioned in May 2010 and
production re-commenced in June 2010.

Progress on the construction of the Olekma processing plant was slow during the first half of
2009, although by the end of December 2009 approximately 90% of the iron concentrate
circuit and approximately 65% of the ilmenite circuit were complete. The Olekma processing
plant commenced producing concentrate in the first half of 2010 and is expected to reach full
capacity in the second half of 2010.

From an environmental and social standpoint, IRC has undertaken diligent baseline studies in
order to establish the existing environmental and socioeconomic status within and outside the
project area. The background data have been incorporated into the Environmental Impact
Assessment (“EIA”) which has successfully passed. It is WAI's opinion that IRC’s actions
towards satisfying both the Russian national standards and requirements, and achieving
international best practice are successful on both the project and the corporate level.

Kimkan and Sutara Project

Kimkanskoye and Sutarskoye (“Kimkan” and “Sutara” respectively, together “K&S”) are large
magnetite iron ore deposits. K&S are located in the Obluchenski District of the EAO Region
approximately 40km from the Russian border with the PRC. The Kimkan deposit is located
approximately 15km north-northeast of the Sutara deposit. A feasibility study, conducted by
PHME, completed in 2008 (the “KSG Feasibility Study (2008)”) and revised in 2009 (the “K&S
Feasibility Study (2009)”) by PHME (together, the “Feasibility Studies”), highlighted that the
project benefits from excellent access to transport infrastructure in Russia, with significant
potential cost advantages in comparison to global peers.

Giproruda, a Russian consulting company which is majority owned by IRC, was employed to
conduct the geotechnical analysis and pit design and optimisation work for the KSG
Feasibility Study (2008). Having reviewed all of the available data relating to the Kimkan and
Sutara deposits in the KSG Feasibility Study (2008), WAI considers all aspects of the KSG
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Feasibility Study (2008) in relation to K&S to be technically and financially sound and valid as
at the date of this CPR.

The Kimkan and Sutara deposits are at an early stage of development with trial mining having
commenced in Q1, 2010. A large Mineral Resource of iron ore has been identified with mine
design and optimisation completed. Conventional open pit mining is planned ultimately from
three open pits: Kimkan West, Kimkan Central and Sutara.

The full development of the K&S Project is dependent on obtaining appropriate funding, a
process which is ongoing.

During 2009, a contract was signed with Dalgeologia to carry out the geological section of the
Project Technical Study Conditions report for K&S which will be submitted to the regional
authorities for approval during 2010. This report, created in accordance with the Russian
System, proposes to combine the geological studies for Kimkan and Sutara which will entail
additional drilling at the former taking approximately one year. In line with this, the K&S
mineral licence requirements were changed in September 2009 with revised licence terms,
including the postponement of K&S’s required milestones for the next three years. The
preparation of the technical documentation and the start of construction was required (by the
terms of the licence) before 30 December 2013, and to date, mining at Kimkan has been
carried out within these terms. Full-scale mining is not planned to begin at Sutara in line with
the conditions of the licence (the mining schedule shows production at Sutara beginning in
2023) and it must be ensured that the licence may be amended to reflect this. IRC is aware of
this potential issue.

WAI undertook a review of the Kimkan Mineral Resource estimate, carried out by RJC in July
2008, and considers the information presented within the document to be valid as at the date
of this CPR. A summary of the K&S Project Mineral Resources classified in accordance with
the guidelines of the JORC Code (2004) is shown below using a 25% Fe;y, C.O.G..

Kimkan Mineral Resources*
In accordance with the guidelines of the JORC Code (2004) — 25% Fetq, C.0.G.

Resource Mineral
Orebody Classification Resources Ferqy, Ferota
(M) (%) (Mt)

CentralZone .......... ... Indicated 99.665 34.31 34.195

Inferred 14.977 33.25 4.980
Western Zone . ...... ... . e Indicated 51.060 33.49 17.100

Inferred 43.044 33.63 14.476
Maisky Zone .. ... ... Indicated 15.101 32.01 4.834

Inferred 20.692 31.86 6.592
SovkhoznyiZone . ... ... Inferred 4408 30.17 1.330
Total ..... ... .. . e Indicated 165.826 33.85 56.129

Inferred** 83.121 32.94 27.378

Mineral Resources are presented as of 01 September 2008. As no ore extraction took place and no resource/reserve update
has been performed since that date, the above statement remains valid as at the date of this CPR.

For a description of the categories of Measured, Indicated and Inferred JORC-Compliant Mineral Resources, and the level of
confidence attributable to each category, please refer to the section headed “Classification of Geological Resources and
Reserves — Reporting of Mineral Resources in accordance with the JORC Code (2004)” in this report.

**

The Sutara Mineral Resources were estimated by WAI in 2009 in accordance with the
guidelines of the JORC Code (2004).
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Sutara Mineral Resources*
In accordance with the guidelines of the JORC Code (2004) — 18% Fetq, C.0.G.

Mineral

Zone Resource Classification Resources Ferya  Feyagn Ferotal
(Mt) (%) (%) (mt)
Measured . . . ...... ... . . e 195.66 32.43 20.84 63.46
Indicated . ....... ... . . . .. 230.95 3224 20.50 74.40
Inferred™ . . . . ... e 65.53 30.97 19.24 20.39
Total .. 49214 32.00 20.52 158.27

*  Mineral Resources are presented as of 01 November 2009. As no ore extraction took place and no resource/reserve update
has been performed since that date, the above statement remains valid as at the date of this CPR.

**  For a description of the categories of Measured, Indicated and Inferred JORC-Compliant Mineral Resources, and the level of
confidence attributable to each category, please refer to the section headed “Classification of Geological Resources and
Reserves — Reporting of Mineral Resources in accordance with the JORC Code (2004)” in this report.

WAL re-ran the open pit optimisation models for Kimkan in May 2010 using the same technical
and economic parameters used by PHME in the KSG Feasibility Study (2008), which in WAI’s
view remain valid as at the date of this CPR, utilising the pit shells designed by PHME and
the WAI and RJC resource block models, which are compliant with the guidelines of the
JORC Code (2004).

The reserves under the Russian System for Kimkan Central, Kimkan West Phase 1 Open Pit
and Sutara, were estimated by PHME for the KSG Feasibility Study (2008) and updated in
2009 by RJC (WAI having revisited this estimation in May 2010 as outlined above). The 2009
open pit reserves, produced by PHME in accordance with the Russian System, form the basis
of IRC’s operating schedule as only Russian System reserves (e.g. A, B and C categories)
can be planned for extraction under Russian regulations. Details of the Russian System data
have previously been published by the IRC Group.

WAI did not perform an optimisation and a reserve estimate for Sutara as the exploitation of this
deposit is scheduled to start during 2023 (year 11) of project development, by which time the
economic parameters forming the basis of such estimates are highly likely to have changed.

The operating schedules (based on the reserve statement prepared in accordance with the
Russian System) proposed for Kimkan and Sutara are closely linked. Initial production will
begin at Kimkan in 2012, ramping-up during years 1-3 to a combined total production of 10Mtpa
(8Mtpa from Central Kimkan, 2Mtpa from West Kimkan). During project year 14, production at
Kimkan is estimated to decrease whilst production at Sutara commences. By project year 15, it
is estimated a total production of 10Mtpa will be extracted from Sutara alone.

At the time of the WAI site visit in February 2010, the clearing of land was underway at
Kimkan, around the proposed accommodation camp site, process plant site, explosives site,
ash dump, pulp-line, access roads and waste disposal sites. In addition, all required
geotechnical exploration for the new rail connection between lzvestkovoye station and the
process plant site, a distance of 4.3km, was completed in March 2009.

The first section of a permanent accommodation camp was constructed in March 2009,
consisting of two accommodation blocks (each able to house 200 people) and an
administration block, with the construction of the camp expected to be fully completed by the
end of 2010, accommodating around 1,500 people.
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From an environmental and social standpoint, WAI considers that the K&S operations are
being conducted in accordance with Russian State requirements and laws pertaining to
environmental protection, health and safety guidelines and obligations concerning the socio-
economic development. In addition, IRC has committed to achieving international best
practices at K&S and is in the process of successfully implementing such practices in
accordance with IFC requirements (as appropriate).

Furthermore, the baseline study reports reviewed by WAI indicate no areas of high
environmental risks, however, potential impacts are continuously assessed by means of a
detailed ESIA and environmental monitoring.

WAI also considers that a Community Development Plan and Information Disclosure Plan
should be formalised to support IRC’s environmental quality objectives and considers that the
components required to execute this task are in place.

Garinskoye

The Garinskoye iron ore deposit is one of the few large iron ore deposits in the Russian Far
East which was explored and studied extensively during the Soviet era. It has a favourable
geographic position in relation to probable iron ore consumers in northern China.

The deposit was first discovered in 1949 as a consequence of the verification of an
aeromagnetic anomaly. In 1950-58, detailed exploration was carried out including pits,
trenches, shafts and underground development, together with drill holes.

Garinskoye is currently an active advanced exploration project. No mining has taken place on
the site. IRC completed scoping studies and a feasibility study (the KSG Feasibility Study
(2008)) detailing future plans in 2009.

Giproruda, a Russian mining engineering services institute which is majority owned by IRC,
was employed to conduct the geotechnical analysis and pit design and optimisation work for
the KSG Feasibility Study (2008). Having reviewed all of the available data relating to the
Garinskoye mine in the KSG Feasibility Study (2008), WAI considers all aspects of the KSG
Feasibility Study (2008) in relation to Garinskoye to be technically and financially sound and
valid as at the date of this CPR.

In 2007, IRC completed a confirmation drilling programme at Garinskoye which included the
following:

® Core drilling — 8,411.9m;
® Trench samples — 3574.2m3,;

® Metallurgical tests — four tests each of 1,000kg of low phosphorus, phosphorus,
medium grade (Fe, 42%), low grade off-balance (Fe,, 18.6%) ores; and

® Sample testing — 13,000kg of core and trench samples were sent to the IRC
Laboratory in Blagoveshchensk.
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WAI has reviewed all of the data from IRC including confirmation of the drilling programme
conducted in 2007, in conjunction with the RJC resource model, created in 2008 using IPD2,
and concluded that the Mineral Resources are classified in accordance with the guidelines of
the JORC Code (2004) as detailed in the table below.

Garinskoye Mineral Resources*
In Accordance with the guidelines of the JORC Code (2004) — 20% Fe,, C.O.G.

Mineral
Resource Classification Resource Ferga  Ferotal
(M) (%) (mt)
Indicated . . . .. ... . . . e 2199 32.083 704
Inferred™ . ... e 156.0 29.29 457

*  Mineral Resources are presented as of 01 November 2008. As no ore extraction took place and no resource/reserve update
has been performed since that date, the above statement remains valid as at the date of this CPR.

For a description of the categories of Measured, Indicated and Inferred JORC-Compliant Mineral Resources, and the level of
confidence attributable to each category, please refer to the section headed “Classification of Geological Resources and
Reserves—Reporting of Mineral Resources in accordance with the JORC Code (2004)” in this report.

*k

WAL considers that the Mineral Resources at Garinskoye are classified in accordance with the
guidelines of the JORC Code (2004) and that RJC applied appropriate technical and
economic parameters to the Mineral Resource when estimating the open pit reserves. In
order to confirm that this reserve statement can be classified as a Mineral Reserve in
accordance with the guidelines of the JORC Code (2004), WAI has run a reserve optimisation
using the RJC parameters and the 2008 JORC Code (2004) compliant Mineral Resource
model. The optimisation proves that Mineral Resources, contained within the designed open
pit are economic and in the opinion of WAI are equivalent to Probable Ore Reserves under
the guidelines of the JORC Code (2004). A summary of the Garinskoye Ore Reserves results
is given in table below.

Garinskoye Ore Reserves*
In Accordance with the guidelines of the JORC Code (2004)

Ore Reserve Ferotar Fero Waste
(M) (%) (M) (Mt)
2 T 36.00 76.2 911.6

*  Ore Reserves are presented as at the date of this CPR. It is WAI's opinion that the above Ore Reserves are Probable Ore
Reserves under the JORC Code (2004)

WA considers that the underlying assumptions of the KSG Feasibility Study (2008), upon
which the open pit was designed, remain valid and that the reserve figures remain up to date.

In terms of mining, the nature of the deposit and the topography of the site are ideally suited
for conventional open pit truck and shovel mining methods. The mine is due to commence
operations with a production rate of 2Mtpa in 2014, ramping up to 10Mtpa of ore in 2016. In
2018, the mine is expected to be in full production and the planned total volume of rock mass
mined is expected to be 28.8Mm3, which will include 26.1Mm3 of overburden and 10Mt of ore.

The major mine operating costs for Garinskoye averaged over the life of the project are
estimated by IRC to be US$5.80 per tonne of ore.
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Ore from Garinskoye will be pre-processed at the mine site and then transported by rail to the
K&S processing facilities for further processing to produce a saleable concentrate. The
development of the mine is dependent on the installation of a new railway line by the Federal
Government; however the federal study into the rail connection has not yet begun.

Kostenginskoye

The Kostenginskoye deposit is located to the south of the K&S project, and it is understood by
WAL that the deposit represents a natural continuation of the K&S deposits since, on a macro
basis, it can be considered as an extension of the same geological zone.

The Kostenginskoye iron ore deposit was discovered in 1952-53 during geophysics research
of the Malo-Khinganskiy iron ore field. During the period 1967-75, preliminary exploration
works took place and a preliminary resource estimation was performed. There have been no
changes made to the resource statement since that time.

In May 2007, “LLC Optima”, a 100% subsidiary of IRC, was granted a licence for the
Kostenginskoye iron ore deposit (licence “BIR 00421 TE” dated 28 May 2007, reviewed in
January 2009 by the Russian State). The licence allows exploration works with subsequent
mining operations. The terms of the licence do not restrict the depth at which the exploration
works can be carried out.

Bolshoi Seym

In February 2006, IRC entered into an agreement with LLC Management Company “Intergeo”
(“Intergeo”) to form a new holding company for Uralmining, which owns the licence to develop
the Bolshoi Seym deposit. Uralmining would be 49% owned by IRC and 51% owned by
Intergeo.

The Bolshoi Seym deposit is located in the Tyndinskiy region, 27km from the Mostovaya
station (on the Baikal Amur railway) and c.40km to the south east of Olekma, where IRC are
constructing their Kuranakh project process plant. The Bolshoi Seym deposit therefore
represents a natural extension to IRC’s activities in this area.

The mineral licence covers an area of 26km2 and extends to a depth of 1,000m. The licence
was granted to Uralmining by the state authority in November 2005 and has a term of 25
years which may be extended with the consent of the licensing authority. It is a licence
requirement to start production by 01 December 2012 with a minimum extraction rate of
2Mtpa, however this date may be extended with the consent of the licensing authority, and
IRC is aware that this must be carried out as production will not have begun by this date.

WAI considers that this project is in the early stage of exploration. It is a large titanomagnetite
iron ore deposit, which has considerable merit and therefore potential, and as such justifies
the proposed exploration works, both to confirm the potential resources of the deposit and
improve confidence levels in those resources that are present.

Details of the new machines and equipment, new plant and supporting facilities to be
constructed, including the site area, expected completion time of construction, total expected
construction costs and the method for financing the remaining development costs for each of
the Kuranakh Project, the K&S project and the Garinskoye project are set out in their
respective sections in this CPR.
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Summary of Estimated Operating Costs

The estimated operating cost forecasts for the Kuranakh Project, K&S and Garinskoye are
summarised in the table below.

Estimate of Project Operating Costs

Kuranakh Project K&S Garinskoye
(Estimated) (Estimated) (Estimated)
Operating Cost Centre US$/t Ore US$/t Ore US$/t Ore
Workforce employment and Transportation of
workforce . ... ... 9.36 (Mining) 5.27 (Mining) 2.03
Consumables (including fuel oil) ............. 10.50 (Processing)* 4.08 (Processing)* 8.13
Power, water and other services .. ........... 0.79
On and off-site administration ............... 1.98 0.52 0.61
Environmental protection and monitoring . . . . .. 0.17
Product marketing and transport .. ........... 15.82*** 2.66 11.50
Non-income taxes and royalties, and
contingencies™™ ™™ ... ... ... . 1.53 0.99 0.74
Total OperatingCosts .................... 39.36 13.51 23.89
* The IRC Cost Model (May 2010) presents costs for Mining and Processing but no further breakdown between personnel,

consumables and service costs.

* The concentrate produced at the Kuranakh Project is predominantly titanomagnetite which involves greater beneficiation
costs (especially power) than magnetite concentrate.

***  The cost is given inclusive of TiO, concentrate transportation, and thus appears higher than that for Kimkan & Sutara

****  Transportation of workforce is not material due to proximity of infrastructure.

***** The IRC Cost Model (May 2010) presents costs for these items but no further breakdown between them.

Summary of Estimated Capital Costs

The estimated capital cost forecasts of the Kuranakh Project, K&S and Garinskoye projects
are summarised in the table below. CAPEX estimates are based on the Feasibility Studies.
The Feasibility Studies used a combination of contractor and supplier quotations combined
with cost estimates derived from first principles. WAI reviewed the Feasibility Studies and
considers the assumptions to remain valid at the time of this CPR.
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Summary of Project Risks

WAI has conducted a risk assessment of the projects, rating identified risk factors as High,
Medium and Low risk. The table below summarises the “high” risk factors identified. Mitigation
measures for high risk factors are discussed in Section 7 of this report.

Summary of IRC Iron Ore Project Top-Rated Risks

Likelihood Consequence Overall

Risk Factor Identified Deposit (s) Rating Rating Risk Rating
Poor weather preventing mining activity . .. .. All Likely Moderate High
Mineralogy more complex/variable than

predicted ............ .. ... . . All Possible Major High
Lower product recovery than anticipated . ... All Possible Major High
Power and fuel price increases in future . .. .. All Likely Moderate High
Lower metal prices than forecast . .. ........ All Possible Major High
Failure to secure finance ................. K&S, Garinskoye Possible Major High

WAI considers IRC has, where possible, mitigated these high risk factors and each of the
projects are robust in nature.
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1 INTRODUCTION
1.1 Terms of Reference

WAI was commissioned by IRC to prepare a CPR on the iron ore assets of IRC in the
Russian Far East, as part of a prospectus for listing on the HKSE.

This CPR considers all aspects of the deposits, covering geology and resources, exploration
potential, mining, processing, capital and operating costs and environmental and social
issues, in accordance with the “Competent Person’s” requirements of the HKSE as
implemented on 13 June 2010.

1.2 Site Visits

Whilst no site visit has been carried out specifically for this CPR, WAI personnel visited the
Kuranakh Project and the Kimkanskoye and Sutarskoye sites during February 2010 as part of
a Technical Audit and Resource/Reserve Estimation of the assets on behalf of Petropavlovsk
plc and similarly visited the Garinskoye site in November 2008. As such, WAI considered that
further site visits were not required under the JORC Code (2004), as this work follows on from
previous studies undertaken by WAI on the same iron ore assets (originally held by Aricom
plc prior to its merger with Peter Hambro Mining (now Petropavlovsk plc)) in 2009.
Additionally, it was considered that no site visit was required for Kostenginskoye or Bolshoi
Seym given the early stage of these projects, whilst a further visit to Garinskoye was not
necessary given that no material change had occurred at the site.

1.3 Study Strategy

The CPR methodology has been to review, examine and report on the existing information
available on the various properties held by IRC in the Russian Far East, which includes
geology, resources/reserves, mining and metallurgical data and basic economic parameters,
in order to produce this CPR in accordance with the detailed scope of works provided by IRC.

In addition, WAI has prepared or audited resource estimates using Datamine® Studio 4, for
the principal assets held by IRC, all in accordance with the guidelines of the JORC Code
(2004).

The team responsible for the preparation of the CPR last visited certain of these IRC iron ore
assets in November 2008 and February 2010 (see section 1.2 above). During these site
visits, further information was gathered on infrastructure, equipment, costs, mining methods
and environmental issues. For the project sites, the data originates from both the Soviet
period and on-going mining/exploration activities.

1.4 Disclaimer

WAI has reviewed data provided by IRC on its assets in Russia, and has drawn its own
conclusions therefrom, augmented by its direct field examination. WAI has not carried out any
independent exploration work, drilled any holes nor carried out any sampling and assaying.

Significant amounts of data exists regarding the properties, much of which is related to more
recent studies, but there is also some historic data. As is commonplace, WAI is unable to
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verify much of the historic data and utilises this data in good faith. In contrast, much of the
more recent work undertaken by IRC has a specific audit trail in which WAI can place
considerable confidence.

2 KURANAKH
2.1 Property Description & Location
2.1.1 Overview

The Kuranakh Project consists of the Saikta Deposit and Kuranakh Deposit. The Saikta
Deposit is a medium sized titanomagnetite deposit which is in production with preliminary
mining having commenced in 2008 and mining of iron ore re-commencing in May 2010 and
production of concentrate commencing in June 2010. From the February 2010 site visit, it is
clear that IRC has demonstrated the ability to bring a greenfield asset into operation. The
results of operations will be the ultimate test, but the project appears to benefit from its
resource base and good access to infrastructure.

The Kuranakh Project licence area contains two major areas of mineralisation, namely (from
west to east):

e Kuranakh Deposit (historically known as Ore Zone 3; which is now known as the
South, Intermediate and North Zones); and

® Saikta Deposit (containing Ore Zones 1, 2, 4 and 8 of which Ore Zone 1 is the
largest).
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2.1.2 Location

The Kuranakh Project is located in the Tynda district of the Amur Region, in the east of the
Russian Federation. The Kuranakh Deposit and Saikta Deposit are located at a distance of
45km south-east from the nearest village of Olekma — population 517 (as of 31 December
2009), which lies on the route of the Baikal Amur Magistral (BAM) railway line (35km from the
deposits at the closest point). The precise location of the deposits are shown in Figure 2.1
and Figure 2.2.

Figure 2.1: Amur Region showing deposit locations and (inset) location of Amur
Region within Russian Federation
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/v (@]
Olekma

Figure 2.2: Location of the Kuranakh Project in the north west of the Amur Region
(Approximate Route of BAM Railway shown in black)

2.1.3 Mineral Rights and Permitting

Olekminsky Rudnik, a 100% owned subsidiary of IRC, owns the exploitation licence to a
85km?2 area south of Olekma. The licence area is rectangular in shape and is approximately
4km by 21km in size, with the long-axis of the area being orientated east-north-east — west-
south-west.

The four co-ordinates of the licence are given below and shown in Figure 2.3:

Table 2.1: Olekminsky Rudnik Co-ordinates (Kuranakh Project)

Point Latitude (N) Longitude (E)
L 56°41'35” 120°26°30”
e e e e e 56°44’00” 120°26°00”
P 56°45'30” 120°45°00”
A e e e e 56°43'15” 120°45’30”
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Licence Coordinates:

56 41350 120 NIOE
56 4400°N 120 N00CE
56 4530°N 120 4500°EF
56 43°15°0 120 &53I0°E

Figure 2.3: Area of Kuranakh Project Exploitation Licence (Grid lines at 5km spacing)

WAI Comment: WAI has inspected the licence for Kuranakh and has no reason to
believe that the boundaries are not correct and in good order.

Land is required, under the licence, to be transferred from the State Forest Fund if it is to be
used for industrial purposes (including mining operations). The total area to be transferred
from the State Forest Fund for the Kuranakh Project is approximately 6,950,000m2, whilst the
total area of disturbed lands from mining is approximately 4,000,000m2.

2.2 Accessibility, Climate, Local Resources, Infrastructure and Physiography
2.2.1 Accessibility and Infrastructure

The nearby settlement of Olekma lies approximately 430km north-west by BAM rail link from
the main city of Tynda. By rail, Tynda is located approximately 890km north of
Blagoveschensk, the regional centre of the Amur Region, which lies on the border with China.
The BAM railway line connects to the Trans-Siberian railway line and the rest of Russia and
China.

Access to the site is currently possible via the BAM Railway to Olekma, with an unsealed
road providing access for vehicles during winter months and additional personnel access via
helicopter. International air travel to the region is available at Blagoveshchensk.

Prior to construction works taking place at the site, little basic infrastructure was present,
however the relevant infrastructure has now been installed as described in section 2.7.

2.2.2 Climate, Physiography and Demographics

The Kuranakh Project is situated within the north-east foothills of the Kalarskii Range which is
characterised by a low mountain taiga landscape with elevations of up to 1,600m. The deposit
area generally lies no more than 600-750m above the base of the valleys. Peaks and steep
slopes are scree covered. Typically the steepness of the slopes ranges between 20-35°.

V-28



APPENDIX V COMPETENT PERSON’S REPORT

In the deposit region, permafrost exists to a minimum of 300m throughout the licence area,
according to IRC drilling results. In summer, surface thaw is insignificant and varies between
0.2 to 1.5m, more rarely to 3.0-3.5m, depending on exposure and the extent of tree cover on
the slopes. A weathered layer extends to a depth of 3-50m with a surface covering of friable
alluvial-diluvial sediment which does not extend down beyond 1-6m (average 2.5m).

The Kuranakh River, flowing adjacent to the deposit, freezes during the winter period.
Sufficient process and potable water are extracted directly from underground aquifers by
boreholes.

No major problems relating to the hydrogeological conditions affecting the deposit have been
identified. The main water inflow to the open pit will be from atmospheric precipitation. With a
small flow rate and unconfined run-off, water above the permafrost is not considered a
serious problem affecting mine operations. Sub permafrost water flow is considered localised
in fractured rocks, amounting to approximately 0.5l/s.

The vegetation in the area is typical of the northern part of the taiga zone. Taiga forest
(Dahurian larch, fir, poplar, birch and aspen) predominates up to an elevation of
approximately 1,000m. At heights of 1000-1200m, cedar elfin wood, alder and dwarf arctic
birch predominate. High-quality commercial forests with a predominant trunk diameter of
25-30cm are present in the Kuranakh River valley.

The climate is extremely continental, characterised by a long severe winter and a short,
moderately hot summer. The winter season lasts for 7 months. The average precipitation is
456mm, 70% of which occurs in the summer season. Snow thaw begins in April and ends in
June. Snow cover forms at the end of September and reaches a thickness of 0.8 to 1.5m.
Temperatures fall to -54°C at their lowest in January and +39°C at their highest in June.
Average annual temperature is -4.6°C. The mean monthly temperature in January is -32.8°C.

According to the 2002 Census, the total population of the Amur Region is approximately
900,000 of which some 219,000 reside in the regional capital of Blagoveshchensk.

2.3 Geological Setting, Deposit Types and Mineralisation

Regionally, the Kuranakh and Saikta Deposits are located at the intersection of structures
within the Aldan shield and the Stanovoy fold-block system. The main structural element of
the area is the Kalarskii gabbro-anarthosite block which covers approximately 1,500km2.
Eight separate iron-titanium ore fields (deposits) have been identified within this area.

The largest deposits include those of the Kuranakh Project and Bolshoi Seym project
(discussed further in section 6), which are located in the northern part of the Kalarskii block in
the region of the Imangrakansky fault, which is considered a branch of the Stanovoi deep
fault.

The structure of the Kalarskii Massive involves a wide range of rocks, from modern and ultra-
basic to acid and sub-alkaline. Associated with them spatially, and, presumably, genetically
are iron-titanium (with phosphorus) and rare-earth mineralisation. The iron-titanium
mineralisation in the Kuranakh Massive is polygenetic, associated with both early and late
magmatic stages. The formation of the bulk of rocks of gabbroid and ultra-basic composition
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and also associated iron-titanium mineralisation is determined by the processes of
re-concentration of components (magnesium, iron and titanium) in the course of granitisation
and phosphorus supply.

The process of ore formation occurred in two stages, whose main characteristic were a
presence or considerable concentration of phosphorus. These stages are:

®  Apatite-magnetite-ilmenite stage; and
® lImenite-magnetite stage.
Associated with the ilmenite-magnetite stage is the formation of:
® Poorly disseminated ilmenite-magnetite and magnetite-ilmenite in metagabbroids;

® Disseminated and densely-disseminated ilmenite-magnetite ores in the rocks of
ultra-basic composition, pyroxenites and hornblendites;

® Poorly veined ilmenite-magnetite ores in “gabbro-pegmatites”; and

® Massive ilmenite-magnetite (titanomagnetie) ores. According to the existing
classification (Malyshev 1957), these can be attributed to late-magmatic stage.

The bulk of iron-titanium mineralisation in the Kuranakh Massive is concentrated in the form
of bands hundreds of metres wide. These zones are formed along tectonic contacts of the
massive with the enclosing rocks and represent sites of increased rock permeability. Within
such zones the distribution of mineralisation is regulated by structural elements, mainly linear
and annular. The latter are the most interesting targets for mineralisation. It is plausible that
mineralisation in the vicinity of the Baltylakh region of Kuranakh is also a fragment of an
annular-type structure. Within the massive, the mineralisation is exclusively controlled by
structural elements. No ore bodies associated with stratification have been identified.

WAI Comment: A considerable insight into the regional geology has been gained by
the long standing efforts of both the Soviet and IRC exploration programmes and
consequently WAI considers that the overall geology is well understood.

2.3.1 Deposit Types
Within the Kuranakh and Saikta Deposits three ore types have been distinguished:

® An ilmenite-titanomagnetite type in massive ores (massive lenticular and streaky
congregations); and

® Titanomagnetite-ilmenite ~ and  titanomagnetite-hemoilmenite  types (as
disseminations, impregnations and pockets) in the gabbroids.

In the Deposits the first two types dominate. In the lower parts of the ore bodies, high sulphide
contents (5 — 10%) are noted from borehole data.
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DVIMS (the Far-East Branch of the All Russian Scientific Research Institute for Mineral Raw
Materials — Moscow) studied samples from Kuranakh in 2004 and drew the following
mineralogical conclusions:

“The massive-texture type ores are characterised by the dominance of titanomagnetite over
ilmenite (1.5 — 1.8 times), whilst in gabbros this ratio is 1:1 (or the proportion of ilmenite
slightly higher). The ilmenite and titanomagnetite content varies from 20% in gabbro, to up to
90% in massive-texture ores. The ilmenite of these ores is homogeneous for the most part,
but sometimes spinel or haematite laminae that are unique to gabbro ores have been noted.”

The ilmenite of the deposit contains on average 5.6% TiO,, 0.11% V,05, 0.06% Cr,0O3;, and
0.6% MnO and 1.6% MgO.

The titanomagnetite contains a small amount of thin laminate of ilmenite, spinels and
ulvospinel and is characterised by the following contents: up to 10.5% (5% on the average)
TiO,, up to 1.8% (1.0% average) V,05 and up to 1.3% Cr,O;. The titanomagnetite is also
characterised by isomorphous replacements. The magnetite has a low Curie point (T = 545 —
555°C), which is indicative of the presence of isomorphous admixtures (up to 1 — 1.5% Ti, V)
in its structure.

On average the ordinary disseminated ores contain about 8 — 10% TiO,, whilst the TiO,
content of the richer massive ores may amount to 13 — 20%.

Representative Processing Sample No. 8 taken in 2003 was analysed by DVIMS in 2004, the
general chemical composition of the ore is given in Table 2.2.

Table 2.2: Chemical Composition of Ore (Sample No. 8) (DVIMS 2004)

Oxide (%)
P otal =« « -« « et et e e e e e e e e e e e e e 37.52
Vo0 ot e 0.46
L1 12.50
S 19.1
Al O o 9.49
MO0 . 1.98
Ca0 . 2.02
MO 0.19
Ko o 1.2
NaSO . 0.8
AU 0.34 g/t
Other iImpuUnties . . ... 2.32
(7 2 0.42
P <041
PO i 0.042
S < 0.1
7 <0.1
N L 0.028
4 o 0.042
G0 i 0.086
O 0.024
HoO oo 0.21
SOMal * + -+t e et e e e e e e e e e e e e e e e 0.025
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A second representative sample comprising “Process Sample 6 taken from Trench 26 and
Borehole 26, situated in the central part of the Saikta Ore Zone No0.3” was studied by DVIMS
in 2004. The source of this sample is thought to represent mainly massive ore (55%) with
some disseminated ore (30%) and host rock (15%). The main minerals identified in the
sample were magnetite, ilmenite, and plagioclases. Other minerals included amphiboles,
pyroxenes, garnet and biotite, secondary minerals accounting for 10-15% of the total sample
volume.

The chemical composition of Sample 6 is given in Table 2.3.

Table 2.3: Chemical Composition of the Ore
Source: Results of DVIMS 2004 Study

Oxides (%)
Sio, TiO, Al,O, Fe,0; FeO CaO Mgo MnO P,05
21.26 11.3 10.07 24.0 23.47 2.50 0.5 0.15 0.02
SO, K,O Na,O Cr,0, H,O- Other imp. > V,0;5
0.14 0.62 2.92 0.5 0.28 2.30 100.03 0.15

The results of semi-quantitative spectral analysis of this ore are presented in Table 2.4.

Table 2.4: Spectral Analysis of Sample 6
Source: Results of DVIMS 2004 Study

Ref. Ref.

No. Element Content, % Ni Element Content, %
1 Calcium .................... 0.6 13 Copper ... 0.006
2 Silicon...................... >3.0 14 Lead ....................... —
3  Aluminium .................. >1.0 15 Silver ....... ... . —
4  Magnesium ................. 0.8 16 ZinC......ooviiii 0.06
5 Iron ...... ... >10.0 17 Tin . 0.004
6 Magnesium ................. 0.06 18 Sodium ..................... >1.0
7 Nickel ...................... 0.01 19 Potassium .................. —
8 Cobalt...................... 0.004 20 Molybdenum ................ 0.0004
9 Titanium .................... >1.0 21 Gallium ..................... 0.0008
10 Vanadium................... 0.3 22 Arsenic ...........iiin.. 0.08
11 Chromium .................. 0.40

12 Zirconium ................... 0.006
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The mineral composition of Sample 6 crushed to 2mm is given in Table 2.5.

Table 2.5: Mineral Composition of the Ore (crushed to 2 mm)
Source: Results of DVIMS 2004 Study

Minerals and rocks M
1. Useful components:
Magnetite, titanomagnetite . . ... ... 35.24
IMENIte . 10.91
2. Main:
Feldspars . . ..o 16.75
BIOtite . . ..o 3.89
AmpPhiboles . ... 4.41
QU Z .ot 1.41
GarNES . 0.87
3. Secondary:
Apalite .. 0.045
4| oo o P 0.015
Graphite . .o 0.11
LimONite . . 0.81
SPNENE . Single trace
Leucoxene, epidote, limonite, olivine, haematite, graphite, chlorite, carbonates,
tourmaling . ... Traces
4. Rare:
Py Lo 0.004
ATSENOPY I e . oo o Traces
Chalcopyrite .. Traces
RUtile . Single trace
ANAtaSE . .. e Single trace
Tourmaline, spinel, corundum, brown zircon, realgar, galenite . .. ................ Single trace
GOl . 13 traces
5. Magnetite in growths with otherminerals ......... ... ... ... .. ... ... ... ..... 2.75
lImenite in growths with otherminerals .......... ... .. ... .. ... ... ... .. ..... 0.47
Limonitised fine-grained micaceous rock .............. ... i 0.59
Rock (gabbro-anorthosites) .......... . 6.64
IrON SCIUD .o Trace
6. Silts (quartz and feldspars)—fraction minus 0.071mm ......................... 8.26
Total ... 100.00

DVIMS highlight that:

® The main ore minerals, titanomagnetite and ilmenite, account for 46.15% of ore
mass. The ratio of titanomagnetite to iimenite is 2.93;

e Titanomagnetite contains (%): 6.5 titanium oxide, 85.5 ferric oxide (lIl), up to 0.4
vanadium oxide (5), 0.02 chromium, 0.0002 molybdenum;

® |Imenite contains (%): 48.6 titanium oxide, 54.0 ferric oxide;

® The presence of 13 traces of gold, of 0.01 to 0.5mm in size. Gold is diverse in
shape: lumpy, isometric and from bright to dark-yellow in colour;

® Anorthosites and gabbro-anorthosites underwent granitisation and skarning in
subsequent geological history; and
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® Variability of the ilmenite composition along the strike of the ore field should be
investigated in more detail.

WAI Comment: From the presented and reviewed reports WAI considers that the
ore mineralogy of the deposit is well understood.

2.3.1.1 Density

The density is quoted as 3.63t/m3 for the massive ores and 2.61-3.66t/m3 for the
disseminated ores (DVIMS, 2004).

The density value used for reserve determination is 3.63t/m3 on a global basis.

2.3.1.2 Structure

Structural controls appear to play an important role in the geometry of the host rocks and
known mineralisation of the Kuranakh Project and, importantly, dictate those areas that may
represent sites for additional mineralisation.

Faulting plays a key role in structural control. Ore blocks are contained within a mosaic-block
pattern determined by the intersection of several fault orientations. These faults are orientated
in both a north-east—south-west, and approximately east-west and north-south direction. In
relation to the general strike of the structure in the region, the former can be regarded as
longitudinal, the other as diagonal, and the latter as transverse. The north-easterly and
approximately east-west trending faults appear to be “feathering systems” in relation to the
main Imangrakansky Fault Zone.

The dip of both the north-easterly and approximately east-west trending fault fissures is in a
southerly direction at angles of 50-90° and may have vertical displacement of up to a hundred
metres. Dislocations of the former type are frequently marked by dykes and veins of granites
and pegmatites, mineralised metagabbroids and veins of massive ilmenite-magnetite ores. In
a number of cases, these faults restrict the distribution of mineralisation along strike and dip,
and ores are localised in the feathering systems. The approximately east-west trending faults
are very common. Faults with an north-south orientation are transverse in relation to the
above dislocation systems and are intersecting with respect to the latter and the ore bodies.
The displacement along these upthrust faults can have vertical amplitude of hundreds of
metres.

2.3.2 Mineralisation
The Kuranakh Project contains two major areas of mineralisation, namely (from west to east):

e Kuranakh Deposit (historically known as Ore Zone 3; now known as the South,
Intermediate and North zones); and

® Saikta Deposit (containing Ore Zones 1, 2, 4 and 8 of which Ore Zone 1 is the
largest).

To date, within the licence area, the mineralisation in the western part of the Kuranakh
Deposit known as Kuranakh Ore Zone No. 3 has been studied most thoroughly.
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Indicated and Inferred Mineral Resources in accordance with the JORC Code (2004) have
been calculated for the Saikta Deposit, and reserves in categories B, C; and C, (in
accordance with the Russian System) have been calculated for the Kuranakh Deposit. Details
of the Russian System data have previously been published by the IRC Group.

The initial open pit is planned within this area. The ore bodies are hosted within medium-
grained anorthosites and other gabbroids of Lower Archean age.

The main ore minerals are ilmenite and titanomagnetite. The main useful components include
titanium and iron; other components include vanadium, chromium, nickel, and cobalt. Of
these only vanadium is considered a useful by-product and is taken into account in the
assessment of reserves.

2.4 Exploration, Drilling, Sampling and Data Verification
2.4.1 Historical Exploration

The Kuranakh Project was first explored by the Soviet exploration group Dalgeophysica from
1984-1988 and thereafter by Tynda Geological Expedition from 1986-1991, both of which
undertook geological mapping, trenching and drilling. The majority of the work concentrated
on Ore Zones 1 and 3. To date, no underground exploration activity, other than drilling, has
taken place.

Most of the work carried out within the Kuranakh Project has been focused on the ore bodies
situated on the west side of the Kuranakh Project area. This area has been explored
extensively over the past 20 years and eight ore zones have been identified.

These discrete ore-bearing zones (Nos.1-8) have been located in an area of approximately
5km strike length in an ENE direction, over a width of approximately 1.5km. These are shown
in Figure 2.4. The ore zones identified consist of sub parallel veins, together with streaky and
lenticular bodies. The ore bodies generally strike ENE and dip steeply (70-80°) to the SE.
Individual ore bodies range in length from several hundred metres to 2.3km and ores have
been traced down to a depth of 200-250m from the surface. Of the eight ore bodies, only
Kuranakh (Ore Zone 3) and Saikta (Ore Zone 1) have been considered as amenable to
economic exploitation.

2.4.1.1 Kuranakh Deposit (Ore Zone 3)

The Kuranakh Deposit is an arcuate shaped ore body that outcrops on gently dipping
southern slopes. It has a total strike length of 2.5km in a general NNE direction. The width of
the ore zone is up to 70m. The dip is generally 70° to the S and SW, but can vary from 50° to
vertical. A total of 9 individual ore bodies have been identified within the limits of the deposit.

Regis Geological Exploration Contractor (“Regis”) (a wholly owned subsidiary exploration
company of Petropaviovsk plc) has undertaken a series of detailed geological and
geophysical studies of Ore Zone 3 (the Kuranakh Deposit). A plan of the magnetic anomalies
identified for the same area is given in Figure 2.5, together with a typical cross section which
is given in Figure 2.6. The definition of mineralised zones identified using this technique is
considered by WAI to be technically robust.
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The exploration works were undertaken in 3 stages;
® (Geological survey;
e Estimation geological survey; and

® Exploration.

Exploration works were conducted through geological mapping surveys (at 1:50,000 scale),
trenching, drilling, grab sampling, surface and core sampling. Historically, exploratory open
pits have been dug across the strike of the deposit, including a large open works excavated
by Amur Titanium, the first Soviet mining company to hold the licence.

Figure 2.4: Plan of main Kuranakh Mineralised Ore Zones — showing Main Ore Zones
1, 2, 3, 4 and 8 — Kuranakh Project

Source: Provided to WAI by IRC during February 2010 site visit
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Figure 2.6: Typical Cross Section through the Central part of Ore Zone No.3 —

Kuranakh Deposit
(Grid lines at 50m spacing)

Source: Provided to WAI by IRC during February 2010 site visit

2.4.2 Drilling, Sampling Method and Approach

Site exploration (at Kuranakh and Saikta) was carried out on a grid pattern with a distance
between profiles of 110-210m. The work included:

Trenches (23 in total) dug at 100-200m intervals along strike, with a total length of
trenching of 3,400m. The depth of the trenches varied from 2.5-6.5m, with an
average depth of 3.1m. In total a volume of 42,700m3 of trench was excavated;

Drill profiles on a 110-200m spacing, with distance between drill holes along each
profile being 60-100m and 20-50m in areas of greater ore concentration. 40
diamond drill holes have been completed totalling 4,370m. Down-the-hole gamma
surveys were undertaken for each drill hole (which identified noticeably high
gamma peaks for Zircon). A typical drill cross section through the centre of the ore
zone is given in Table 2.6; and

Ore grades have been identified in drill intersections to a maximum depth of
approximately 250m (plane of lode from surface — POL). Typically, the main ore
mineralisation structures appear to cut out and thin below a depth of 150m POL.
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In total, 1,007 trench samples, 1,367 core samples and 4 technological samples (three of
150kg and one of 1,500kg) were taken at the Kuranakh and Saikta ore sites.

In 2003, a 3t bulk sample (average grade of +7% TiO,) was collected from the sites and sent
for metallurgical testing at Ferrostaal in Germany. In 2004, a 5t bulk sample (Process sample
No. 13 — average grade of +5% TiO,) was also collected on the sites from Trenches 13, 24
and 26. The grade of the individual ore types in the sample is provided in Table 2.6 below.

Table 2.6: Composition of Bulk Sample No.13 (Ferrostaal, 2004)

Content of Components in Bulk Weight of
Sample (%) i

Types of ore TiO, Feota  Femagn V205 (kg)
Trench No.13
MaSSIVE . . . oo 14.29 40.05 24.42 0.44 996
NESt . . 12.4 39.72 27.14 0.55 115
Disseminated . .........c. — — — — —
Granitised gabbro . ......... .. . 1.32 89
Trench No.24
MaSSIVE . . .o e e 17.04 52.87 41.06 058 1,305
NESt . .o — — — — —
Disseminated .......... ... . 7.43 25.08 14.83 0.30 847
Granitisedgabbro ......... ... ... 1.50 1,068
Trench No.26
MaSsSIVE . . .. 15.90 48.18 37.00 0.57 940
NESt . . — — — — —
Disseminated . ........c.. — — — — —
Granitised gabbro . ....... .. .. . 0.64 210
Total .. 5,570

Note: Ferrostaal, 2004

WAI Comment: WAI have inspected only a small proportion of the most recent core
intersections from the sites. The majority of the half Fe core intersections were sent to
a laboratory at Ulan Ude for analysis. The remainder have been kept in storage.

It is understood that core recovery was very good. WAI considers that this is a fair
assumption given the massive and competent nature of both the host rock and the
mineralised zones.

Similarly trenches and borehole collars were observed in the field and appear to
correlate well with their location on plans and sections provided.

2.5 Mineral Resources
2.5.1 Kuranakh Deposit

IRC has reported the Kuranakh Deposit resources only in accordance with the Russian
System.

Three ore zones have been identified at the Kuranakh Deposit as follows (see Figure 2.8):
® South Zone;
® |[ntermediate Zone; and

® North Zone.
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2.5.2 Saikta Deposit

The mineralisation at the Saikta Deposit comprises tabular steep dipping bands and lenses of
massive and disseminated titanomagnetite hosted by gabbro and andesite. These bands form
the ore zones. Seven ore zones were identified at the Saikta Deposit as follows: 1, 2, 4, 5, 5A,
6 and 8 (Figure 2.10). The strike length of the individual bands varies from 100-700m with an
average thickness from 7 to 25m. Their down-dip extent has been proven up to a depth of
300m from the surface. The bands normally have sharp contacts with the host rocks. A typical
cross section though ore zone 1 is shown in Figure 2.9 below.
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Figure 2.9: Typical Cross Section through Saikta Ore Zone 1
(Grid lines at 200m spacing)

Source: Provided to WAI by IRC during February 2010 site visit
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Figure 2.10: Ore Zones Location within Saikta Deposit

Source: Provided to WAI by IRC during February 2010 site visit

2.5.3 Saikta Deposit Mineral Resource Estimate

A Mineral Resource estimate was produced by WAI for the Saikta Mineralised Body 1 in
2008. The modelling and estimations produced have been based upon the data provided by
IRC, using historical and more recent drilling data, sections, plans, reports, and previous
resource models. The sections and plans aided in the definition of the mineralised envelope
during the modelling process.

2.5.3.1 Resource Estimate

The Mineral Resource estimate for the Saikta Deposit, carried out in accordance with the
guidelines of the JORC Code (2004), is presented in Table 2.7 below.

Table 2.7: Saikta Mineral Resources
In accordance with the guidelines of the JORC Code (2004) — 17% Fetqa C.0.G.

Mineral

Resource Classification Resources Ferg,  Feyagn TiO, Ferota  Fewmagn TiO,
(mt) (%) (%) (%) (mt) (mt) (Mt)

Indicated . ............ .. ... . ... .. . .... 21.663 30.82 20.26 9.58 6.677 4.389 2.075

Inferred™ . ...... ... .. .. . . . . ... ... .. ... 0.011 2222 1240 11.22 0.002 0.001 0.001
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Note: Mineral Resources are presented as of 01 September 2008. As no ore extraction took place and no resource/reserve
update has been performed since that date, the above statement remains valid as at the date of this CPR.
*  For a description of the categories of Measured, Indicated and Inferred JORC-Compliant Mineral Resources, and the level of
confidence attributable to each category, please refer to the section headed “Classification of Geological Resources and
Reserves — Reporting of Mineral Resources in accordance with the JORC Code (2004)” in this report.

The Mineral Resources for Saikta Mineralised Body 1 were estimated from the Datamine®
block model and were calculated, in accordance with the guidelines of the JORC Code
(2004), to a cut off grade of 17% Fe,, as requested by IRC.

The Mineral Resource estimate for a 17% Fe,, C.O.G. yielded 21.663Mt of Indicated Mineral
Resources at 30.82% Fe, and 20.26% Fey,, and a further 11,206t of Inferred Mineral
Resources at 22.22% Fey, and 12.40% Feyg4,. Again, TiO, was included into the resource
estimation with a grade of 9.58% and 11.22% for Indicated and Inferred Mineral Resources
respectively.

WAI Comment: WAI was informed by IRC that no Mineral Resource update has
been performed for Saikta since WAI's 2008 estimate, and that no mining has taken
place at the site. As such, WAI considers that this data remains valid as at the date of
this report and that the Mineral Resource statement, presented above, should be
considered current.

2.6 Ore Reserves

In May 2010, IRC updated the ore reserve statement prepared in accordance with the
Russian System for the Saikta Deposit, using updated commodity prices of US$104 per tonne
of titanomagnetite concentrate and US$110 per tonne of ilmenite concentrate. The Russian
System data has previously been published by the IRC Group. A reconciliation of the Russian
System data in accordance with the JORC Code (2004) has not been possible.

The Saikta open pit, which is to be mined in 2010, has the following parameters:
® Length — 980m;
e  Width — 480m;
® Depth — 365m.
® Bench height — 10m;
® Berm width — 8 — 10m, every 30m.
Stripping works at Saikta started to be realized in late 2008.

No pit parameters have yet been presented for the Kuranakh open pit as this is not expected
to be operational until 2018 at which point it will be necessary to revisit the pit design
parameters to take account of the economic climate at that time. It has not been possible on
the information available to prepare an Ore Reserve Statement in accordance with the JORC
Code (2004) for the Kuranakh Deposit.
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2.7 Mining and Infrastructure
2.7.1 Introduction

The Kuranakh Project is a production-stage iron ore project with open pit mining activities in
place. The Kuranakh Project will exploit both the Saikta and Kuranakh Deposits, producing
titanomagnetite and ilmenite concentrates at the Olekma processing plant.

2.7.2 Current Activities

Mining at the Kuranakh Project commenced in late 2008, when the Saikta open pit began
operating. Preliminary trial mining took place in October-December 2008 with subsequent trial
processing. A total of 100.5kt of ore was mined in 2008, and 52.5kt in 2009. Mining during
2009 focused on stripping works, rather than ore mining, as the processing plant was not
operational.

During this period, benches at the 730-700m levels were mined at the Saikta pit, with some
additional development taking place at the 690-670m levels. The amount of waste mined in
2009 was 1.4Mm3. Ore extracted from the Saikta pit during 2009 was stockpiled adjacent to
crushing and screening plant until the crushing plant operations re-commenced in March
2010. As of 31 December 2009, approximately 0.120Mt of ore from the Saikta pit had been
stockpiled to date.

Full-scale mining and ramp up to production commenced in May 2010. Mine planning
suggests an annual mining rate of 2.6Mt once full production is reached, which is expected to
be by the end of 2010, in addition to an average of 3.6Mm3 of waste which will be mined each
year. The Kuranakh Project life of mine production schedule is shown in Table 2.8 below.
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2.7.3 Mining Equipment

The Saikta Deposit is mined using conventional truck and shovel ore extraction techniques,
employing a combination of western- and CIS-manufactured equipment. The geometry and
nature of the orebodies are suitable for bulk mining and it is anticipated that selective mining
techniques will not be required. All ore and waste will require drilling and blasting.

At the time of the WAI site visit in February 2010, the following major mining equipment was
observed at the Saikta site:

® 2 x Atlas Copco DML-HP-E and 1 x ROC L8 drill rigs, used for blast hole
preparation;

® 5 x EKG-5A electric shovels (1 under assembly) employed both for ore and waste
excavation; and

e 15 x Cat775 articulated trucks for ore and waste transportation.

A number of auxiliary machines (including as 2 x T-35.01 dozers, 1 x Cat D9R dozer, and
D3-98.V1 graders, an explosive mixing and distribution vehicle, and personnel transport
vehicles) facilitate ore and waste extraction and provide road construction and maintenance,
bench preparation, and other important secondary services.

WAI Comment: WAI considers that the mine has the required plant and equipment,
and is capable of meeting the production plan as outlined above.

2.7.4 Mining Infrastructure
The main items of infrastructure associated with the mining operations are:
® Access road to the site;
® Power supply;
® Explosives store;
® Maintenance workshops;
® Fuel storage depot;
® Coal boiler house;
e Weighing bridges; and
® Primary crushing and screening plant.

During the site visit, it was noted that the access road, power supply, explosives store, coal
boiler house, maintenance workshops and fuel depot were all completed. The primary
crushing and screening plant was commissioned and operational as of the February 2010 site
visit.

WAI Comment: All necessary infrastructure is in place to allow mining, crushing and
screening to commence in line with the production plan.
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2.7.5 Transportation

Transportation to and from the Kuranakh Project site will be via either road or railway, and is
connected with the Olekma Railway Station and Olekma Settlement by a 41km long,

Category IV (a Russian standard classification) motor road.

All supplies will be brought to the Kuranakh Project site using the BAM railway and off loaded
at Olekma spur line. The concentrate will be delivered to the Olekma station by rail.

The volume of transportation between the Kuranakh Project site and the
terminal in Year 5 of operations is provided in Table 2.9 below.

Table 2.9: Rail Transport Utilisation

transhipment

Tonnes to be Handled

Freight /Cargo Handling per Year
Incoming
Metal EQUIPMENt . . .. .. 60
Spare Parts for Vehicles, Open Pit and Process Equipment . .................. 420
Technical materials . ... . e 350
EXPIOSIVES . ..o 3,000
Packaging . ... .o 70
Construction Materials . ....... ... .. i e 150
Coal (for Heating Plant) . ....... .. .. e 3,000
Fuels + Lubes:
—DiESel . . 7,595
—PetrOl . 284
Food and Consumer GOOdS . .. ...ttt e 100
Other Cargo . ... 145
Total .o 15,174
Outgoing
CoNCENtrate . . . oo 1,200,000
DomesticWaste . ... e 630
Metal waste, production waste, used tyres . ............c. ... 70
Reusable Containers . ........... i e e 5
Total .. e e 1,200,705
Overall
Total Incoming + OUtgoINg . . . .. oottt 1,215,879

Note: IRC, 2010

At the time of the WAI visit to the site in February 2010, the railway line between Olekma
station and processing facilities was partially completed. As at the date of this CPR, the

railway line is complete and operational.

2.8 Mineral Processing & Metallurgical Testing

2.8.1 Introduction

The Kuranakh Project contains magnetite, titanomagnetite and ilmenite as economic minerals

and hornblende, garnet, feldspar, pyroxene and biotite as gangue mineralisation.
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The Kuranakh & Saikta Deposits comprise three distinctive ore types, namely:
® Massive Ores;
® Pocket and Vein ores; and
® Finely disseminated ore.

It is reported that the ore types are characterised as having essentially the same mineral and
chemical composition and are amenable to processing via a single metallurgical flowsheet.
Chemical analysis indicates that the Kuranakh and Saikta Deposits have a head grade of
31.8% Fe, 12.5% TiO,, around 0.5% Cr,0O3 and V,05 and is low in sulphur and phosphorus.

2.8.2 Process flowsheet
2.8.2.1 General

The processing of ore from the Kuranakh Project is a two stage operation, consisting of
crushing and magnetic pre-concentration initially at the Saikta and Kuranakh mine sites
followed by further beneficiation at the Olekma concentrator.

2.8.2.2 Crushing and Pre-concentration

The crushing and pre-concentration plant is designed to treat 2.6Mtpa of ore and produce
1.8Mtpa of pre-concentrate.

Ore, at a nominal size of -1,000mm is delivered to a stockpile area by Cat 773 trucks. The
material is fed to a jaw crusher from where it is crushed to pass 200m and conveyed to a
stockpile. Ore is recovered via one of two underground sub-grade feeders and is further
crushed in two parallel lines consisting of 2 x 200mm, secondary cone crushers.

The secondary crushed product is screened at 10mm and the screen undersize reports as the
final product. The -60 +10 fraction undergoes dry magnetic separation to produce a magnetic
product and a non-magnetic tailings product.

The magnetic concentrate is stockpiled before being conveyed to tertiary cone crushers
where the material is crushed to -30 mm. The crushed product is again screened at 10mm
and the -30+10mm fraction is treated by a second stage of dry magnetic separation. The
magnetic concentrate is re-circulated to the tertiary crusher and the non-magnetic product is
conveyed to the tailings stockpile.

The two -10 mm product streams are then combined and shipped to the Olekma processing
plant for beneficiation. IRC predict that the pre-concentration stage will result in an increase in
Fe grade to 39.4% Fe at an iron recovery of 96.4% (mass pull of 71%), and equivalent data
for TiO, suggests that grades will be raised to an average grade of 13.4% TiO, at a recovery
of 97.5%.

2.8.3 Current Status

The crushing and pre-concentration plant was operated for a brief period in 2008, from
October to December. A total of 64,458t was treated through the plant. The head grade of the
material treated was not determined and a figure of 30.8% Fe (average deposit grade)
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was assumed. A total of 13,540t of concentrate assaying 39.6% Fe was produced and 5,854t
were sold to a Chinese customer as low grade product. Production ceased due to the lack of
a market for the product.

When the plant operated in 2008 (prior to operations ceasing in December 2008) it did so
using only the jaw crusher and coarse cone crusher to give a -60mm product. The -60mm
product was screened at 10mm and the -10mm was passed through the magnetic separator
to produce a final concentrate. The +10mm fraction and the tailings from the magnetic
separator were stockpiled and were fed through the plant when it resumed operation in May
2010.

WAI Comment: WAI did not have the opportunity to make a detailed inspection of
the plant. The tonnage treated suggested that the plant was still in the early stage of
commissioning. IRC has advised WAI that the plant is now fully commissioned and
operational.

The second beneficiation stage at the Olekma processing plant is designed to produce two
separate titanomagnetite and ilmenite concentrates.

The -10mm pre-concentrate is dumped onto a stockpile and recovered using sub grade
feeders. The material is conveyed to a ball mill and the ground product passes to a spiral
classifier with the classifier sands being returned to the ball mill. The spiral classifier overflow
is pumped to Derrick screens and the screen oversize is returned to the ball mill. The final
product size is 100% passing 300pm.

The screen undersize is pumped to one of nine low intensity two-stage magnetic separators
(LIMS) operating in parallel. After thickening, filtration and drying, the magnetic products will
be shipped as a final product containing 62.5% Fe (at an iron recovery of 71.3%).

The LIMS tailings are then beneficiated by wet high intensity magnetic separation to recover
an ilmenite concentrate. The non magnetic product is pumped to one of six wet high intensity
magnetic separators (WHIMS) operating at 4,000 Gauss. The WHIMS tailings are pumped to
a tailings dam.

The ilmenite concentrate is thickened, filtered and dried and then subjected to two stages
electrostatic separation to achieve a final grade of 48.7 % TiO, at a TiO, recovery of 56.4 %.
The electrostatic plant is extensive, with 19 units being utilised.

The ilmenite concentrate will be sold in 2t bulk bags.

WAI Comment: The Olekma processing plant was under construction during the
WAI site visit in February 2010, with progress having been slow during H1 2009. The
plant was fully commissioned and operational in May 2010.
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2.9 Capital and Operating Costs
2.9.1 Forecast Operating Costs

The life of mine operating costs for the Kuranakh Project operations have been estimated by

IRC and are summarised in Table 2.10 below.

Table 2.10: Summary of Kuranakh Project Life of Mine Operating Costs

Cost/Unit Cost/Tonne Ore
% Unit Total Cost USss$/t US$it
MINING
TotalOreMined ........... ... .. t 36,480,300
TotalWaste Mined . . ........................... m3 59,075,409
Variable costs—ore . ........... ... .. .. . ... ... US$ 31,321,695 0.86 0.86
Fixedcosts—ore ........... ... ... US$ 23,044,671 0.63 0.63
Variable costs—waste .. ........................ US$ 160,646,838 2.72 4.40
Fixedcosts—waste ............................ US$ 126,334,133 2.14 3.46
Total Mining . ........... ... ... ... .. i, Uss 341,347,338 9.36
PRIMARY PROCESSING
Total Primary Concentrate Produced .. ............ t 25,710,421
Total Primary Processing ..................... Uss 61,532,068 1.69
PRIMARY CONCENTRATE TRANSPORT
Total Primary Concentrate Transported .. .......... t 25,710,421
Total Transport .............................. Uss 92,531,619 2.54
SECONDARY PROCESSING
Total Fe Concentrate Produced .................. t 13,094,985
Total Ti Concentrate Produced . . ................. t 4,206,919
Variable costs—Fe concentrate .................. US$ 53,688,347 4.10 1.47
Variable costs—TiO, concentrate ................ US$ 72,545,713 17.24 1.99
Fixed costs—Fe concentrate .................... US$ 54,701,902 4.18 1.50
Fixed costs—TiO, concentrate . .................. US$ 19,665,481 4.67 0.54
Other fixed processingcosts .................... US$ 28,342,534 1.64 0.78
Total Secondary Processing . .................. US$ 228,943,977 6.28
CONCENTRATE RAIL TRANSPORT
Total Fe Concentrate Transported ................ t 13,094,985
Total Ti Concentrate Transported ................ t 4,206,919
Rail transport—Fe ......... ... .. ... ... ... ..... USs$ 265,241,639 20.26 7.27
Rail transport—TiO, ........................... USs$ 311,827,961 74.12 8.55
Total Rail . .............. ... .. ... . iiiii... uss 577,069,600 15.82
G&A and ENVIRONMENTAL
G&A us$ 72,389,410 1.98
Environmental ........... .. ... ... .. ... uUs$ 6,059,638 0.17
Total G&A and Environmental . . . ............... uss$ 78,449,049 2.15
TOTAL OPERATING COSTS ................... US$ 1,379,873,650 37.83

*
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The operating costs in Table 2.10 are divided into fixed and variable costs and are presented
as a total cost over the life of the Kuranakh Project, per unit produced or transported, where
appropriate, and as unit cost per tonne of ore mined for comparative purposes. Non-income
taxes such as mineral extraction tax and property tax are excluded from the table but amount
to a further US$56M or US$1.53 per tonne of ore mined.

The cash operating costs are also presented by category in Table 2.11 below.

Table 2.11: Kuranakh Project Life-of-Mine Cash Operating Costs by Category

Cost per tonne of Ore Cost per tonne of
Operating Cost Category Total Cost() Mined Concentrate Sold
Uss$ ussnt ussnt
Workforce employment and
Transportation of
workforce™ . ... ... .. ..... 341,347,338 (Mining) 9.36 (Mining) 19.73 (Mining)
Consumables (including fuel
Oil) oo 383,007,663 (Processing) 10.50 (Processing) 22.14 (Processing)
Power, water and other
SEerviCes . .................
On and off-site
administration ............. 72,389,410 1.98 4.18
Environmental protection and
monitoring . ............... 6,059,638 0.17 0.35
Product marketing and
transport .......... .. ..., 577,069,600 15.820) 33.35
Non-income taxes and royalties,
and contingencies® ........ 55,952,667 1.53 3.23
Total Operating Costs ....... 1,435,826,317 39.36 82.99

Note: Costs per tonne are based on life-of-mine tonnages from the mining schedule.

(1) Due to the relationship between workforce employment cost, and workforce transportation costs, “transportation of
workforce” costs have been combined as shown.

(2) This table has been populated using data provided by IRC in the May 2010 update of the project cost model.

(3) The cost is given inclusive of TiO, concentrate transportation

(4) The IRC Cost Model (May 2010) presents costs for these items but no further breakdown between them.

WAI Comment: Mining of ore and waste rock and concentrate transport account for
the majority of the operating costs. Within the mining costs, fuel oil for the truck fleet
and other consumables such as explosives and maintenance materials are the main
areas of expenditure. While still significant, labour costs are relatively low when
compared with major mining operations (cf Western Europe, USA, Canada and
Australia). Overall, WAI is of the opinion that the Kuranakh Project operating cost
forecasts have been prepared in a diligent manner and the majority of the costs are
based on either direct quotations from suppliers (in the case of rail transport) or
through IRC'’s existing operating experience within the Amur Region.

2.9.2 Capital Expenditure Plan

The majority of the capital expenditure required to develop the Kuranakh Project and
associated facilities has already been committed and the full scale ramp up to production
commenced in May 2010.
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Some capital expenditure is required during 2010 for final construction and commissioning of
the plant and mining equipment for the Saikta Deposit. The outstanding capital expenditure
requirements are currently estimated as US$10M for the second half of 2010 and US$6M for
2011.

2.10 Environmental Issues
2.10.1 Review of Environmental & Social Studies

WAI was commissioned to undertake an annual review of environmental, social and health
and safety issues relating to the development of the Kuranakh Project held by IRC with a site
inspection, data review, analysis and provision of recommendations where necessary. The
broad aim of the review was to establish whether or not the project is in compliance with
environmental and socio-economic commitments and relevant legislation and guidelines both
on the national and international levels.

Between 2004 and 2007, preceding the development of the deposit, extensive baseline
studies on the following media have been carried out by IRC:

® atmospheric air;

e surface waters;

® soils;

® bottom sediments (bed silt);

® presence of archaeological, cultural or historical heritage;

® presence of sites of special geological or scientific interest or other specially
protected areas;

® socioeconomic studies, including the indigenous peoples and local communities;
and

® radioactivity assessments.

The results of these studies were submitted to the Russian State for expert comment which
was subsequently approved by Rosgidromet Federal Agency. The environmental baseline
levels have been accepted as background conditions within the development areas and the
sanitary protection zones. Supplementary baseline information will continue to be gathered as
mine development progresses, in line with international good practice.

An independent EIA was undertaken on behalf of IRC in 2006. The EIA report documents
baseline environmental and social data collected by local consultants and assesses potential
impacts arising from construction, operation and eventual closure.

In accordance with Russian Federation legislation, the design documents for construction and
location of facilities are subject to State expertise and are to incorporate the findings of an
EIA. The mining and processing project designs have received individual approvals, as
follows:

® positive conclusion of the Russian State expertise (No 054-10/GGE-5572/15);
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® positive conclusion No 361 of the Russian State ecological expertise for the
Kuranakh Mine Design (approved by Rosprirodnadzor for the Amur Region on
29.12.2006, No 698).

® positive conclusion No 362 of the State ecological expertise for the Kuranakh
Processing Design (approved by Rosprirodnadzor for the Amur Region on
29.12.2006, No 701).

A programme of public consultation was also initiated as part of the preparation of the EIA.
The EIA was audited by SRK, as independent consultants, in March 2007 and considered to
be adequate. SRK endorsed the scope and format of the EIA and considered that, ‘although
there have been changes in the Equator Principles and the introduction of IFC Performance
Standards since the report was submitted, it nevertheless remains an adequate assessment
of the predicted environmental and socials impacts’. SRK further considered that ‘the EIA is
broadly in compliance with latest Equator Principles at which time Aricom expressed
commitment to address compliance with the updated Equator Principles, through the
development and implementation of an environmental management plan, a public
consultation and disclosure plan and an environmental/social action plan.’

The EIA contains an Environmental, Health and Safety Plan in addition to a Closure and
Rehabilitation Plan.

WAI Comment: WAI considers that the results derived from the baseline studies are
comprehensive and do not indicate any areas of inherent concern in the existing
environmental background conditions. The methodology adopted by IRC for the
baseline studies is sound, well conducted and to a high standard with the samples
analysed in the accredited laboratory.

Monitoring of the sensitive aqueous environment, snow, soil and atmospheric air is
ongoing constantly. To this end, the background data have been incorporated into the
approved EIA. WAI has been provided with the necessary Russian State
(Rospriradozor’s) conclusions for review and finds that those are positive and do not
identify any areas of high environmental risks. The approvals obtained do not introduce
any onerous or impractical conditions on the project development.

Furthermore, WAI has reviewed the EIA and considers that it addresses the key issues
likely to arise from the project as finally designed and adequately addresses the IFC
objectives. Minutes of the public consultations, as reviewed by WAI, point to the
unanimous concord demonstrated by the local communities towards the development
of the Kuranakh Project.

2.10.2 Review and Comment on Key Environmental and Social Issues
2.10.2.1 Permitting Status

Land use around the project site is predominantly classified as forestry with some deer
pasture. Exploration and construction operations have inevitably caused disturbance to the
land.
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Pursuant to existing legislation, the Kuranakh Project is required to conduct its exploration,
construction and exploitation activities in accordance with the relevant laws and regulations
governing land use and obtain necessary permits and approvals from the relevant regional
and federal authorities.

The use of land at the Kuranakh Project is governed by eleven lease agreements governing
separate land and forestry areas. The registry of these agreements has been provided to WAI
for review in order to demonstrate the existing land use arrangements of the land/forest
areas.

The following project design documents are available:

® Design for mining of the Kuranakh and Saikta Deposits which has passed all
necessary approvals and the Russian State expert consideration, and

® Design for processing of the Kuranakh and Saikta Deposits and producing the
titanomagnetite and ilmenite concentrates, for which numerous positive
conclusions and experts’ opinions at the local and regional levels have been
granted. This design was submitted for Russian State expert consideration in May
2010. As of the date of publication of this report, the results are still awaited.

WAI Comment: This information is subject to update by IRC, however WAI consider
it is likely that the result will be positive given the number of consultations previously
undertaken, and that should amendments be required they will be minor.

In addition, detailed design for maximum allowable discharge levels (MADs), maximum
allowable emissions (MAEs) and maximum allowable concentrations (MACs) has been
prepared, based on the anticipated annual production figures. During the inventory process
some 90 potential sources of pollution were identified. Analysis of concentration levels of the
studied substances in the atmosphere has not revealed any elevated MACs in the sanitary-
protection zone. However, those determinants which exceed 0.8MAC are subject to a
continuous control. These, particularly NO, and inorganic dust, are reported to result from
blasting operations and as such adequate mitigation measures are adopted by Olekminsky
Rudnik. In this connection, the following list of permits obtained by Olekminsky Rudnik so far:

® Permit No 213 for discharges at the Kuranakh Project from 15 May 2008 to
15 May 2011 (no extension to this date has yet been obtained, however an
application is to be submitted in Q1, 2011);

® Permit No 2 for discharges at the processing plant and the man-camp from
15 January 2009 to 15 January 2014;

® Permit No 25 for emissions from 01 April 2009 to 01 April 2014 for the Kuranakh
Project;

® Permit No 26 for emissions from 01, 2009 to 01 April 2014 for the man-camp; and

® Permit No 52-04A/09 for emissions from 18 December 2009 to 18 December 2014
for the Kuranakh Project.
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Moreover, conclusions for the waste management norms and disposal limits have been
obtained for the following facilities:

® Man-camp (as of 01 June 2009);

e Kuranakh Project (as of 23 March 2009);

e Tynda Office (as of 09 July 2009); and

® Blagoveshchensk Office (as of 09 July 2009).

Furthermore, documents prepared for obtaining a licence on accumulation, use,
detoxification, transportation and placement of wastes of hazard categories 1 — 4 as well as
obtaining the limits for placement of wastes have been submitted to the Territorial Agency of
the Federal Department for the ecological, technological and atomic control for approval, with
positive results expected imminently (as of June 2010).

Approvals have been sought from the relevant statutory authority for construction of roads,
and stream culverting. Approval for river crossings are in place.

It is worthwhile noting that from 2005 to date, no breaches of the Environmental Protection
Legislation have occurred; Olekminsky Rudnik is reported to be wholly compliant with the
environmental protection requirements of the Russian Federation Legislation.

IRC is currently aligning its sustainability reporting with the requirements of the Global
Reporting Initiative (GRI). Consequently, a system of quantitative Key Performance Indicators
(“KPIs”) has been introduced, to be used for the reporting of environmental performance
across company operations. KPIs for 2009 are in the course of preparation and will be
reported in the 2009 Sustainability Report due in H2, 2010.

WAI Comment: WAI has viewed the approvals for the Mine and Processing Designs
and note that they are positive. The Kuranakh Project is compliant with the State
legislation and norms, is in possession of relevant Licences, permits and approvals
and is in the process of obtaining the pending ones.

Furthermore, WAI finds that the documents reviewed cover all aspects of the
operations that require immediate attention at this stage and believes that IRC has
demonstrated a great effort towards ensuring compliance with the Russian Federation
requirements and laws and in seeking to achieve parity with international good
practices at the Kuranakh Project . WAl is encouraged by this responsible attitude and
would recommend that such an approach be maintained during the life of the
operations at the Kuranakh Project.

2.10.2.2 Environmental Status

WAI understands that the Kuranakh Project area is not designated for particular biodiversity/
cultural interest or protection. However, a nature protection area, the Imangra botanic
reserve, is in the proximity of the operations and therefore requires environmentally sound
regimes of conduct of the operational activities.
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Baseline studies have been undertaken in order to determine the environmental status within
and outside the boundaries of the licence territory. These studies shall be maintained
throughout the project life in the form of the environmental monitoring and shall aim to
establish any pollution caused by the operations and the appropriate mitigation measures.

WAI Comment: WAI understands that the baseline studies undertaken as of May
2010 duly characterise the current environmental status at the Kuranakh Project.
Furthermore, potential impacts of the operations are currently assessed and it is IRC’s
intention to ensure that the environmental quality does not deteriorate and the
environmental media is afforded a required level of care.

2.10.2.3 Management Plans, Procedures and Polices

The Kuranakh Project is being developed in accordance with IRC’s corporate policies. The
operational activities at the Kuranakh Project are guided by the Corporate Health and Safety
Policy which employs a systematic management approach and is aimed at achieving
continuous improvement. Additionally, the emergency reaction and closure plans have been
prepared for the individual facilities located at the Kuranakh Project.

The World Bank Group (“WB”) has developed guidelines with respect to environment, health
and safety (“EHS”) which provide examples of Good International Industry Practice (“GIIP”).
In 2007 an extensive review of the guidelines occurred updating the previous standards. The
International Finance Corporation (“IFC”) through WB has produced EHS guidelines for
industry sectors, which includes open pit mining and milling (December 2007) and have also
been developed for a range of indicators such as air quality and noise.

The IFC applies environmental and social standards to all the projects it finances, to minimize
their impact on the environment and on affected communities. These standards clearly define
the roles and responsibilities that are expected of the IFC and its client companies and
represent the widely accepted standards of best practice for extractive industry operators who
may be seeking international finance. The Performance Standards cover:

® [ndigenous People;

®  Cultural Heritage;

e | and Acquisition and Involuntary Resettlement;

® | abour and Working Conditions;

e Community Health, Safety and Security;

® Pollution Prevention and Abatement;

® Social and Environmental Assessment and Management Systems; and

® Biodiversity Conservation and Sustainable Resource Management.
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The Equator Principles are a ‘benchmark for the financial industry to manage social and
environmental issues in project financing’. The Equator Principles Financial Institutions
(EPFIls) have adopted these Principles in order to ensure that the projects they finance are
developed in a manner that is socially responsible and reflect sound environmental
management practices. By doing so, negative impacts on project-affected ecosystems and
communities should be avoided where possible and if these impacts are unavoidable, they
should be reduced, mitigated and/or compensated for appropriately. EPFls will not provide
loans to projects where the borrower cannot demonstrate adherence to the ten principles
listed below:

® Principle 1: Review and Categorisation

® Principle 2: Social and Environmental Assessment

® Principle 3: Applicable Social and Environmental Standards
® Principle 4: Action Plan and Management System

® Principle 5: Consultation and Disclosure

® Principle 6: Grievance Mechanism

® Principle 7: Independent Review

® Principle 8: Covenants

® Principle 9: Independent Monitoring and Reporting

® Principle 10: EPFI Reporting

Since the Kuranakh Project seeks to achieve and maintain recognised standards of good
practice, a series of management plans, policies and tools have been introduced at corporate
and project level to comply with WB EHS Guidelines, IFC Performance Standards and the
Equator Principles.

IRC has prepared a Community Engagement Plan for the Kuranakh Project. The plan
provides an analysis of and describes the stakeholders and the communities affected by the
Kuranakh Project and was sent to the IFC for review at the end of 2009. Furthermore, a
grievance mechanism has been prepared and introduced in the areas of residence of the
affected communities (both the indigenous people and the local communities), as follows:

® Olekma village (local communities) since 2008; and

® Ust-Nyukzha settlement (populated by the indigenous people, the Evenks) since
2009.

Overall, the grievance mechanism stipulates for collection, registration and management of
complaints and suggestions from the stakeholders. To this end, a few claims have been
registered and addressed from the Olekma village, however, none have arrived from the
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indigenous peoples at Ust-Nyukzha. Moreover, impact assessments on the indigenous
people of the Ust-Nyukzha settlement together with the Indigenous People Development Plan
are at the drafting stage. The latter shall be agreed with both the Heads of the indigenous
people’s communities and the Head of the North Amur Region’s indigenous people’s
association. The agreed plan shall be subsequently provided to the IFC for review.

IRC intends to prepare an Environmental and Social Management Plan for the Kuranakh
Mine in accordance with the IFC requirements and guidelines by the end of 2010.

Currently, the environmental aspects at the Kuranakh Project are managed according to the
Environmental Management Plan set out in the Environmental & Social Impact Assessment
for the Kuranakh Project (2006). Additionally, an Environmental Protection Action Plan is
prepared on an annual basis which outlines the responsibilities of the management and the
workers including aspects pertaining to protection of air, soil, surface waters, forestry and
vegetation, flora and fauna. Measures aimed at minimisation of risks and pollution control are
also outlined and supplemented by management procedures.

WAI Comment: It is WAI's opinion that IRC’s actions towards satisfying both the
national standards and requirements and achieving the international best practise are
successful at both the project and the corporate level.

The existing Health and Safety (“H&S”) Policy and Procedures are sound and well-conducted.
These policies cover training of the personnel, attestation of workplaces and insurance
policies.

WAI has reviewed the accidents records for 2009 and considers that although Kuranakh has
relatively low accident rates with no fatalities registered, the occupational health and safety
issues should be given a higher priority and increasingly diligent measures are introduced to
promote safe and healthy working conditions and to protect workers’ health.

Moreover, WAI would recommend that an appropriate, formalised human resources policy
should be prepared to include statements of the Group’s corporate policy on such matters as
the workers’ entitlements, H&S and hygiene, emergency preparedness and related issues.

WAI endorses the Environmental Protection Action Plan which has been made available for
review which appears to cover all projected aspects of the operations. Furthermore, the plan
is supported by an adequate budget stipulated to enable execution of the environmental
protection measures.

Furthermore, WAI considers the intention to introduce an international standard for
environmental and social management to be a positive and proactive step towards enabling
environmental compliance and this should form the basis for ensuring environmental
improvement over time.

WAI considers that an Environmental and Social Management System should be
implemented and that it would be an advantage if this were to achieve ISO 14000
accreditation. WAI further considers that support will be necessary from qualified
professionals in order to meet this aim.
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2.10.2.4 Closure and Rehabilitation

A Mine Closure and Rehabilitation Plan is included in the mining and processing design for
rehabilitation of disturbed land (Volume 1 “Earthworks”, Volume 2 “Construction works”)
documents. These design documents are reported to have been formally agreed with the
relevant landowners (however WAI has been unable to verify this):

e Administration of the Tynda Region of the Amur Region;
® Tynda Forestry; and
® Forestry Management Authority for the Amur Region.

Financial costs required for liquidation of the mine, the processing plant, the Tailings
Management Facility (“TMF”) and other facilities have been identified and calculated as part
of the abovementioned design documents, both of which provide a full scope of rehabilitation,
including the removal of facilities as well as post-closure care.

Thus far, the total financial provisions accumulated for the purposes of closure of the facilities
as well as rehabilitation of disturbed areas within the Kuranakh Licence add up to US$2.9M.

It should be noted that this figure is subject to revision to reflect the actual costs required at
the time of closure and rehabilitation. The strategy for accumulation is reported to have been
adjusted within the current year.

WAI Comment: It is WAI’s opinion that the existing Mine Closure and Rehabilitation
Plan integrates a number of concepts on a site wide basis, is comprehensive and
adequate. WAI believes that although the Mine Closure and Rehabilitation Plan is
based on the application of international best practice and is not strictly limited to
satisfying Russian requirements, it still should be extended to incorporate social
aspects and the post-mine use of the infrastructure. Here, future public health and
safety should not be compromised and the after-use of the site should be beneficial
and sustainable to the affected communities.

The incremental scheduling of payments for rehabilitation throughout the mine life is a sound
approach and can reduce the overall closure liability at any time. Using the incremental
method closure costs shall be accrued by gradually increasing the provision over the life of
the mine. The future costs of restoration of individual pits and waste dumps can be accrued
such that closure costs are allocated equitably to the periods of operation.

2.10.2.5 Water Management

The project area is located in the interfluvial plan of the Kuranakh and Saikta Rivers. The
nearest watercourse to the Kuranakh Deposit is Yuzhny-1 Creek whilst the closest one to the
Saikta Deposit is the Yuzhny-2 Creek, at distances of 700m and 500m respectively. As a
result, water protection zones have been established.

Water protection zones or sanitary protection zones are established to provide a stand-off
distance or buffer from a surface feature which requires environmental protection measures to
be taken. Distances within which encroachment of development is restricted or prohibited are
set according to standards set by the Russian Authorities.
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Control and prevention of ‘Disaster situations’ are expected to be included within the
‘Emergency Protection Plan’ (see section 2.10.2.7).

The existing hydrological network is expected to undergo negative impact during the
Kuranakh Project’s construction and exploitation stage, mainly due to the migration of
suspended solids. Pumped minewater and surface run-off will require treatment to reduce
suspended solids and hydrocarbon contamination, with the water being reused to minimise
the pressure on water resource use and to reduce contamination. There is no discharge from
the process plant, which is operated in closed circuit.

However, it is understood that the project design makes provision for construction of settling
lagoons if required, although details are not included within the WAI review of the KSG
Feasibility Study (2008). However, the EIA notes that there is a risk that the treatment facility
as proposed will not be sufficiently robust to ensure compliance with current World Bank
discharge standards.

The domestic sewage water treatment plant (Biodisk-100) was completed and became
operational in H2, 2009 at the Kuranakh Project. Treated water will be used for dust
suppression or other technical purposes.

WAI Comment: From the documents provided for review, WAI has not identified any
significant risks related to water quality and use, however, WAI would emphasise that
management of the water use and quality, both in and around the mining Licence, can
become a significant issue, particularly in the TMF area.

WAI understands that with the proximity of the watercourses to the production facilities,
the need for effective control of water management has been identified as the key
issue. Here, the protection of water resources and water quality is and will be
paramount, requiring effective water management practices.

The construction of an engineered surface tailings disposal facility is designed to
comply with the State requirements. Leakage management and stability analysis are
key considerations in the design, construction, operation and closure phases of the
TMF. WAI note that the area is considered to be seismically active (amplitude 7 on the
Richter scale).

The last earthquake in the region occurred in 1989. The Kuranakh Deposit site is
located within the Olekma seismic zone. Regionally, the deposit site is connected with
Baikal seismic zone, reaching in a latitudinal direction for more than 1500km. As is
typical for earthquakes with an epicentre in the Amur region, the depth of the
earthquake sources within the Olekma seismic zone is generally 5 — 10 km below
ground level, and seldom 15 — 30 km below ground level. This seismic characteristic
corresponds to the seismic zoning scheme prepared by the Institute of the Earth’s
Crust in the town of Irkutsk, for the Baikal-Amur Railroad. The Olekma seismic zone is
characterized by sizeable earthquakes. The following earthquakes took place here:

® Nyukzhinskoye (1958) and Olekminskoye (1958) earthquakes with a
magnitude of 6.4 on the Richter scale;

® Tass-Yuryakskoye (1967) with a magnitude of 6.4 on the Richter scale;
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®  South-Yakutskoye (1989) with a magnitude of 6.6 on the Richter scale.

Due cognisance will be required as to the water management aspects and as such
adequate waste management techniques, particularly in respect to tailings, should be
adopted.

2.10.2.6 Environmental Quality Monitoring

An environmental monitoring programme has been prepared to meet legislative and licence
requirements. The Centre for the Laboratory Analysis and Technical Measurements for the
Amur Region (TSLATI) has been commissioned to carry out a set of environmental quality
studies. These include assessments of air quality, soil, surface waters and bed silt of the
Saikta River and the Yuzhny-1 Creek, taking samples apropos the monitoring schedule,
assaying in the accredited subcontractor laboratories, results analysed and the forecasts
made for the future changes in the environmental media. The derived data are subsequently
reported to the state authorities and corporate management.

WAI Comment: WAI has reviewed the monitoring report for 2009 and understands
that the impact on the environment at the construction stage is assessed as acceptable
and localised. No areas of inherent concern have been identified.

The determinants monitored in the water environment have generally not exceeded the
established thresholds. The exceptions are those elements which are naturally high within the
existing environment (iron, manganese, ammonia and organics), due to acidic soils with low
permeability, presence of permafrost and un-decomposed organic acids. Soil samples have
been taken regularly in accordance with the monitoring plan. All determinants tested are
reported to be within the established thresholds.

WAI considers that the air quality monitoring is adequate at this stage of the project
development, and the monitoring reports do not reveal any significant impacts on the existing
air quality in the licence area. WAI would advise that air monitoring programme should include
Particulate Matter (PM10 and PM2.5) and greenhouse gas emission and control measures.

WAI also recommends that the existing monitoring programme should include snow sampling,
to provide complete and representative data.

On the whole, the monitoring programme as drafted by IRC is a primary tool in measuring the
environmental impacts and enables IRC to adjust the monitoring practices over time. WAI
considers that the programme requires minor modifications and improvements pertaining to
the air quality and snow monitoring.

2.10.2.7 Waste Management

Management of both domestic and production waste at the Kuranakh Project receives due
cognisance and adequate arrangements are in place for waste handling. Waste rock is the
main type of waste generated by the open pit mining operations at the Kuranakh Project and
is stockpiled in the constructed waste dumps to be further utilised during the construction of
the tailings dam and haulage roads. Furthermore, the classes of hazard have been
determined. Disposal limits and norms have been assessed and management procedures
drafted.
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Tailings management techniques have been identified as the area requiring significant effort
in studies, designs and approvals. The Tailing Management Facility design forms an integral
part of the Processing Design which has received the following approvals:

® Approval of the State Expertise granted by Rosprirodnadzor of the Amur Region;

o C(Certificate of the State registration of the hydro-technical facility with the
Department of the Russian Registrar for the hydraulic engineering, supported by a
letter from the Administration for the State energy control of the Federal Service
for the environmental, technological and atomic control “on approving of the Safety
Declaration for the TMF structure”;

® |etter from the Federal Service for the environmental, technological and atomic
control of the Ministry of Natural Resources and Environment of the Russian
Federation “regarding the Safety Declaration for the TMF”;

® Approval by the Head of the State Expertise of the Ministry of Emergency
Situations;

e Safety Declaration (Emergency Procedures) for the TMF; and

® The Conclusion of experts for the Section on Engineering and technical actions of
the civil defence.

WAI Comment: WAI understands that the TMF is designed such that the permafrost
layer will rise with the filling of the tailings lagoon and that whilst the base of the TMF is
not lined, the dam walls will be provided with an impermeable liner. This is intended to
create an isolated system with piezometers fitted with temperature sondes and
drainage wells at the base of the dam walls. The design of the TMF has been
undertaken by PHME specialists experienced in permafrost conditions. Nevertheless a
strict monitoring regime will need to be established to ensure long term stability and
security of the structure.

Furthermore, it is understood by WAI that the second/third year of exploitation of the
TMF will require discharge of the streams from the water-collecting area of the
structure. In this connection, an adequate arrangement will be required to implement
this and to date, a rock-fill drain has been suggested. However, to WAI's knowledge,
no definitive design to cover this aspect has yet been drafted.

WAI considers that the tailings management in general is a sensitive subject in the
region and therefore the TMF management should be a key consideration in design
and operation of the tailings facility structure on a long-term basis. Water protection is
considered a high priority and requires significant effort and adoption of best practices
for that reason.

WAI is encouraged to find IRC’s strategy and the attitude toward the management
techniques for both the domestic and industrial waste to be responsible and would
recommend that a detailed Tailings Management Plan should be drafted to support
this. Such a plan would cover all necessary management aspects, including stability,
emergency prevention and response procedures on the long-term basis.
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2.10.2.8 Social Issues

The Amur Region has a population of indigenous Evenk people who are traditional reindeer
farmers and hunters. The nearest Evenk settlement is approximately 70km from the Kuranakh
Project site, although the site is within the limits of their grazing and hunting grounds. With the
exception of the Imangra botanic reserve, no cultural, archaeological or historical heritage
around the project area exists, nor are there areas of geological or special scientific interest
present.

Preceding the OVOS submission process, a social baseline study was undertaken. Results
and the statistics have been presented and reviewed by WAI. Public consultations have been
conducted in accordance with the OVOS process as well as to satisfy the IFC’s requirements
in the following manner:

® Preliminary public consultations regarding the environmental impact assessments,
held on 09 April 2006 at the Olekma village;

® Public consultations pertaining to the Mine Design and the Processing Design,
held on 19 March 2009 at the Ust-Nyukzha settlement (indigenous people); and

® Public consultations to discuss the location for the proposed domestic and
production wastes, held on 21 September 2009.

Furthermore, IRC carries out regular meetings and consultations with the indigenous people
and affected communities and is rewarded by the positive response received. At
Ust-Nyukzha, a grievance mechanism has been recently implemented as outlined above. An
assessment of impacts on the indigenous Evenk people has been prepared. IRC has also
drafted a Community Development Plan to support the indigenous Evenk people of the
locality, for which internal approvals are currently being sought.

It is IRC’s policy to support cultural events at neighbouring communities. Community
undertakings for 2008 — 2009 amounted to RUR$1.3M.

WAI Comment: WAI considers that with the commissioning of the Kuranakh Project
as a major employer in the vicinity, the local economy would receive a significant
boost. It is WAI's opinion that the Kuranakh Project has demonstrated a responsible
approach towards engagement of the stakeholders and management of
socioeconomics.

WAI also considers that an introduction of the formal grievance mechanism at
Ust-Nyukzha is a responsible act and allows the indigenous Evenk people an
opportunity to express any future concerns about the operations thus enabling IRC’s
management to understand the community’s perceptions of the project risks and to
adjust its measures and actions to address issues raised.

WAI believes that the communities’ potential concerns associated with mining
activities, transport and handling of hazardous goods as well as impacts to water
quality and quantity should be minimised through adopting modern techniques and
international best practices. In this connection, WAI advises that the introduction,
implementation and maintenance of ESMMP (Environmental and Social Management
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Monitoring Plan) would be required to ensure continued compliance with the
international best practices, such as the Equator Principles and IFC Performance
Standards.

2.10.2.9 H&S Issues

The project is aiming to maintain high standards of occupational and community health and
safety. Maintenance of a healthy and safe working environment together with the welfare of
both Olekminsky Rudnik’s employees and the communities that are local to their projects is a
key priority for IRC.

The IFC appraisal team are reported to have met with representatives of the Olekma city
council including the Mayor, the Head of the Regional Administration at Tynda, local health
workers, and observed a public consultation meeting in Olekma. Formal meetings with the
Amur Administration in charge of Mining and Environment took place in Blagoveshchensk and
informal discussions with key stakeholders at Olekma.

WAI Comment: WAI has reviewed the integrated Plan for the Health Protection and
Industrial Safety which has been developed by IRC for 2010 and considers that it
addresses the key areas pertaining to protection of workers health through
implementation of organization, management, control and reporting both at the
corporate and project level. The aims, goals and actions necessary to achieve a good
performance and to satisfy the legislative requirements are set out with the budget
stipulated to execute those.

The Emergency Preparedness Procedures which have been reviewed by WAI are
available for the main facilities such as the Saikta Deposit, explosives magazine, TMF
and others. These have been reviewed by WAI and are deemed sound and concise.

WAI has reviewed the accident records and considers that apart from a few minor
accidents, the injury rates have been kept low over the period reviewed, however, this
issue requires addressing and continuous improvement. Overall, it is WAI's opinion
that the Kuranakh Project is generally compliant with the state H&S requirements. WAI
considers that more effort and time is required to achieve the international best
practise.

WAI would also advise that a formal grievance mechanism through which the workers may
express concerns is formalised and implemented at the Kuranakh Project. This would ensure
that matters brought to management’s attention are addressed expeditiously and feedback is
provided in confidence.

2.11 Conclusions

In general, WAI considers that the Kuranakh Project is robust, with all appropriate
infrastructure and facilities in place to achieve the planned mining schedule and production
rates.

In terms of resources, the Kuranakh Deposit has been classified and approved by GKZ using
the Russian System. Details of the Russian System data have previously been published by
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the IRC Group. The Saikta Deposit resources were estimated by WAI in 2008 and are
calculated in accordance with the guidelines of the JORC Code (2004).

WAI has a high level of confidence in the data as described in this report, and considers that
appropriate technical and economic parameters were used by IRC when estimating the
resources, reserves and mining schedules. WAI considers that the capital and operating costs
are appropriate and achievable.

3 KIMKAN & SUTARA (K&S)
3.1 Property Description and Location
3.1.1 Overview

K&S are large magnetite iron ore deposits. IRC is presently at the feasibility study stage of
development, with trial mining operations planned to commence in 2010, ahead of full
production in 2013. The pre-feasibility and Feasibility Studies carried out by IRC highlighted
that the project benefits from excellent access to the existing transport infrastructure in
Russia, and may therefore realise significant potential cost advantage versus its global peers.
The development of the K&S project is dependent on obtaining appropriate funding, a
process which is ongoing.

The two deposits host a large reserve and resource base and it is reasonable to suggest that
the mine at the site will be operational in 2010.

The Kimkan and Sutara iron ore deposits are at an early stage of development with trial
mining taking place at Kimkan Central. A large resource of iron ore has been identified and
preliminary mine design and optimisation completed. Conventional open pit mining is
planned, utilising three open pits: Kimkan West; Kimkan Central; and Sutara.

The Kimkan and Sutara iron ore deposits are located in the EAO Region approximately 40km
from the Russian border with the PRC (see Figure 3.1). The Kimkan Deposit is located
approximately 15km north-northeast of the Sutara Deposit, and consists of four sectors
(Central, West, Mayskiy and Sovhozniy). Mining is currently planned for Central and West
Kimkan only, as these deposits contain larger reserves and are better understood. At the end
of the Kimkan Deposit mine life, the Sutara Deposit can be mined. The processing plant will
be fed by Sutara ore via a conveyor belt after the Kimkan pits are exhausted.
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Russian Federation

Figure 3.1: Kimkan and Sutara Location

3.1.2 Mineral Rights and Permitting

The Kimkan licence and Sutara licence are owned by KS GOK, a 100 per cent. subsidiary of
IRC.

3.1.2.1 The Kimkan Licence

The Kimkan licence covers an area of 22.4km2, and requires that the design is completed and
approved, and construction be commenced by 30 December 2013, with production to
commence no later than 30 December 2014 and target capacity (as approved in the design)
to be reached by 30 December 2015. WAI believes that these requirements are achievable
and that KS GOK is able to fulfil the licence requirement.

The Kimkan licence runs to 30 December 2025 and may be extended, with the consent of the
licensing authority, until the deposit is fully depleted. The Kimkan licence does not require any
further exploration under the licence terms. Completion of the definitive feasibility and design
phases are expected to take approximately two years, and the physical development of the
Kimkan deposit is expected to take a further two years, with full production commencing in
2013 and a target production of approximately 3.2Mt per year of magnetite concentrate.
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3.1.2.2 The Sutara Licence

The Sutara licence covers an area of 27kmz2, with a requirement for production at Sutara to
commence by 30 December 2013, with a minimum annual extraction rate of 5Mt of ore to be
achieved by 30 December 2014.

The Sutara licence runs to 30 December 2025 and may be extended, with the consent of the
licensing authority, until the deposit is fully depleted. Exploration of the Sutara licence area is
expected to take approximately 172 — 2 years, and the Sutara Deposit could come into
production at the end of 2013, in accordance with the provisions of the licence.

WAI Comment: WAI has inspected the licences for Kimkan and Sutara and believes
that the boundaries as indicated on Figure 3.2 below are correct and in good order.
However it should be noted that full-scale mining is not planned to begin at Sutara in
line with the conditions of the licence (the mining schedule demonstrates production at
Sutara beginning in 2023) and that it should be ensured that the conditions of the
licence may be amended to reflect this issue (i.e. the licence may have to be
extended). IRC is aware of this potential issue.
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Figure 3.2: Licence Boundaries (Grid lines at 1Tkm spacing)

Source: Provided to WAI during the February 2010 site visit
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3.2 Accessibility, Climate, Local Resources, Infrastructure and Physiography

The Kimkan Deposit and Sutara Deposit are located at a distance of 4km to the west and
17km to the south respectively from the lzvestkovaya railroad station on the Trans-Siberian
Railway in the north of the EAO Region. This proximity to the Trans-Siberian Railway
provides significant logistical advantages, which enhances the commercial attractiveness of
the site. The Sutara Deposit is situated at a distance of approximately 10km south of the
Kimkan Deposit.

Energy will be supplied by a power transmission line, which is situated near the planned mine
at Kimkan.

The Deposits are located in mountainous taiga terrain with sloping upland and wide marshy
valleys. The rolling hills in the Kimkan area reach a height of approximately 800m (250m
higher than the deposit itself). For the most part, Sutara is situated in the valley floor with a
surface elevation of about 250m.

The climate in the EAO Region is monsoonal/anti-cyclonic, with warm, wet, humid summers
due to the influence of the East Asian monsoon; and very harsh, cold, dry, windy conditions
prevailing in the winter months courtesy of the vast Siberian high-pressure system.

The EAO Region benefits from easy access to the PRC market, which has demonstrated high
growth in recent years. The EAO Region has an area of 36,000km2 (about the size of
Belgium) and a population of 191,000 (2002). The administrative centre is Birobidzhan. The
economy is based on mining (gold, tin, iron ore and graphite), lumber, limited agriculture and
light manufacturing (mainly textiles and food processing).

3.3 Geological Setting, Deposit Types and Mineralisation
3.3.1 Introduction

The two iron ore deposits of Kimkan and Sutara are situated within the South Malo-
Khingansky metallogenic belt of the EAO Region of the Khabarovsk Territory.

The Khingansky iron-ore field is located within a geosyncline associated with Bureinskom
massive, and is associated with metamorphosed (greenschist to amphibolite facies)
volcanogenic-sedimentary units of Late Proterozoic — Early Paleozoic (early Cambrian) age.
The ore-bearing formations consist of dolomites, phyllite-schists, and ferruginous quartzites.
The ore-bearing formations are contained within an N-S striking field which has a total length
of 150km and with a width of 10-40km. This late Proterozoic-early Cambrian sequence is
intruded by granitoids with K-Ar ages of 604 and 301Ma.

The Khingansky metallogenic belt is interpreted as forming in a volcanic and sedimentary
basin along an unstable proto-continental margin, or in a fragment of Archean craton that was
incorporated into an accretionary wedge terrain.

The Khingansky formations have been folded into the steep linear folds with a N-S orientated
fold axis, which have been further complicated by smaller secondary folding and complication
of the limbs. Accordingly, the ore bodies are steeply dipping (75-80°) and hosted within
tremolite dolomites, tremolite-carbonate and quartz-micaceous schists. These N-S striking ore
bodies are often further dislocated by E-W trending fault zones.
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It is understood that at least 17 deposits have been identified in the Malo-Khingansky iron-ore
field, of which the Kimkan, Sutara, Kosten’ga and Yuzhno-Khinganskoye deposits have been
the most extensively studied.

IRC have considered two main ore deposits within the Malo-Khingansky field which consist of:
e Kimkan — the Central and West zones only; and
e Sutara — the Southern Zone only (Ore Bodies 1, 2 and 3).

A brief geological description of the two main ore deposits is given below.

3.3.2 Kimkan

The Kimkan Deposit is hosted within metamorphosed volcano-sedimentary and sedimentary
rocks. These consist of the Iginchinskaoy Formation (which includes schists, aleurolites and
sandstones), carbonate rocks of the Londokoskoy Formation (limestones) and igneous rocks
(which include granites, diabase and quartz porphyry). The ore-bearing formations consist of
schists, dolomites, ferrugeinous quartzites and carbonates of the Nadrudnogo horizon
(limestones and dolomites).

The host rocks and ores are covered by loose quaternary deposits represented by loams with
rock waste, various grit and sand-pebble material, 1-30m thick. In the flood plains the
quaternary deposit thickness is over 100m.

The Kimkan Deposit is estimated to be 18km in length and is divided into four distinct ore
zones, of which the most important is the Central (Tsentralniy) zone. The ore is in stratified
zones with strike length varying from 500-3,800m with a thickness up to 60m and dips of
65 — 90°. The ore is mainly magnetite and haematite-magnetite with an average iron content
of 35.7% Fe within those parts explored. The ore also contains manganese (0.5 — 1.5%),
germanium, vanadium, titanium and gold.

The Deposit is divided into four separate ore zones — Central, Western, Maisky and
Sovkhozny. The main ore zone is Central which accounts for more than half of the deposit
reserves at Kimkan (See Figure 3.3 & Figure 3.4 & Figure 3.5 below). Both the Central and
West ore zones have been tectonically divided into three parts by approximately E-W block
faulting and consist of the Northern, Central and Southern blocks.

The ore bodies in the Central Zone (which strike in both an approximately NW-SE and
NE-SW direction) consist of sheet-like ferruginous-quartzite structures (Proterozoic banded
iron formations) varying from 2m to 60m in width, which have been intensely folded together
with the host rocks into a major anticlinorium. Individual ore bodies dip both to the west, east
and in a north-west direction, at angles of 60 — 85°, and sometimes vertically. The strike
length of the ore at outcrop varies from 850m to 3,600m and from drilling is known to extend
to a depth of 200m-400m.

The depth of oxidation within ore zones of the deposit varies from 10m to 210m and 