Doing Businessin China
A Discussion of Disclosure | ssues

Bernard J. Guarnera, Presdent & CEO
Behre Dolbear & Company, Inc.
and
Dr. Qingping Deng, President
Behre Dolbear Asia, Inc

SME Mineral Processing Division Meeting
April 2006

e aus




BEHRE DOLBEAR

founded 1911 MINERALS INDUSTRY CONSULTANTS

Behre Dolbear is the preeminent international minerals industry consultancy responding to the needs
of its clients by providing superior technical, operational, managerial and environmental services which
add value to its clients' objectives, while adhering to the highest ethical and professional standards.
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Behre Dolbear Asia, Inc. isa
wholly-owned subsidiary of Behre
Dolbear & Company, Inc.
established for handling our business
In Asian countries.
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Discussion of:

> What’ s happening in China
> Disclosure i1ssues for public companies
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What's Happening Now!
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Driving Factors

> 20-year plan to move 400 million people
Into cities
> GDP growth of >10% per year
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Projected GDP Growth

l" GDP - 2000 through 2050
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China Urbanization
and M etals Demand

Exhibkit 12: China urbanization rates has been driving base metal demand
1984-2004

China's urbanization level
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Sowrce: WEHME: National Burean of Statistics of China, and Goldman Sachs Research estimales.
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Consumption of World’s Production

>10% of Energy (Coal and Oil)
22% of Copper
21% of Aluminum
11% of Nickel
25% of Zinc
38% of Iron Ore
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China and World Copper
Consumption

Exhibit 2: China was a small factor in the prior cycles but the most important factor
during this one
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China and Copper

China— 22% of world supply; US 20%; India 2%
China— 2 |bs per capita; US40 Ibs; India<1 Ib

China— A power grid equal to England and
Scotland’ s each year for the next 17 years
(Source — Phelps Dodge 2/05)
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Obtaining Mineral Rights

¢ Recommended to form ajoint venture with a Chinese
entity

¢ Ministry of commerce approves foreign investment in
mineral industry

¢ State ownstitle to all mineralsin the ground

¢ Private entities can obtain exploration or mining rights on
first come basis

¢ Rightsto radioactive minerals, rare earths, and some others
limited to Domestic companies

¢ Civil law governs
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Disclosure | ssues
Facing Public Companies
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During the past few years and
continuing through the present, Chinese
mining companies have sought capital
from external sources including the use
of Initial Public Offerings on the Hong
Kong and other western stock
exchanges.
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Chinese standards differ from western
standards and Behre Dolbear’ s
experience Is that western mining and
financial companies have difficulty In
understanding the Chinese standards
and converting financial and technical
Information into a form acceptable to
regulatory and stock exchange
reguirements.
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Transparency and Clarity

« Over-riding needs for investors

» These are demonstrated by full
disclosure of al material items or
events
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What isaMaterial |tem or
Event?

« Anitem or event which can impact a
company’ s performance, positively or
negatively, by 10 percent or more

« Aninternal projection of performance,

knowledge of which is important to those
considering investments in a company
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Disclosur e | ssues

» Financial and managerial issues
» Technical issues
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Financial and M anagement
| ssues

Past, Present and Future Projections on
— Production
— Capital Costs
— Operating Costs
—Mine Life
— Sales Contracts
—Management Changes
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Technical | ssues

+ Reporting Standards
+ Resource/Reserve Codes
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Reporting Standards

HKSE: Listing Rule Chapter 18
NYSE and AMEX:  SEC Industry Guide 7
TSX and TSX.V: NI43-101

ASX:

VALMIN/JORC

LSE and AIM: Chapter 19/Aim Guidance 16

JSE:

SAMREC
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Australasitan JORC Code

Exploration Results

Mineral Resources Ore Reserves

\ Inferred

Increasing level

of geological Indicated <@———————==3> Probable

knOW|Edge and ‘-“‘-l‘lllll
confidence Measured:'—-——> Proved

l Consideration of mining, metallurgical, economic,
— marketing, —_
legal, environmental, social and governmental factors
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US SEC Reserve Classification

Industry Guide 7
Proven (Measured) Reserves
Probable (Indicated) Reserves
Mineral Resources — Usage Not Allowed

Recent Staff Opinions

Mineralized Material (Non-Reserve Deposit)
= Other Measured and Indicated Resources
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Traditional Chinese “Reserve”’
Classification System

Established in 1959 with amajor revision in 1977and

1999

“Reserve’ 1sin between the “Mineral Resource” and
“Ore Reserve’ in JORC Code, but iIs more of a

“Minera Resource”

It 1ISin-Situ mineralized material,

been deducted and no mining di
A cut-off grade has been appliec

no mining loss has
ution has been added

, but the cut-off grade

was “Issued” by government aut

norities and will

generally not change with the variation of economic

conditions
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Traditional Chinese Resource
Classes

-level of geological confidence

A1 — Production Resour ces, includes most detailed
sampling data, such as ore-control information

A>/B/C1 — Design Resour ces, defined by

underground workings and closely-spaced drill
holes

C,/D/E — Potential Resour ces, defined only by
drilling information with wider spacing
-level of project economics

Economic/Sub-Economic
BEHRE DOLBEAR




Generic Correlation

1959 Chinese | 1977 Chinese JORC
A1 A
A> - measured
B
C1 C measured and/or indicated
C> Indicated and/or inferred
. Inferred
E E NA
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New Chinese Classification
System

» Established by the Ministry of Land and
Resources (“MLR”) in 1999

« Attempts to recognize economic parameters
as well as parameters related to geological
levels of confidence

+ Based on the complex three-dimensional
United Nations Framework Classification
system
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New Chinese Classification
System

Based on athree-dimensional matrix, or three-number
codein the form of “123"

Thefirst digit represents economics:

1 — Economic; 2M — Marginal Economic; 2S — Sub-Margina
Economic;
3 —Intrinsic Economic.

The second digit represents the level of technical study:
1 — Feasibility Study; 2 — Pre-Feasibility Study;
3 — Scoping Study or no Study

Thethird digit represent level of geological confidence:
1 — Measured; 2 — Indicated; 3 — Inferred; 4 — Reconnaissance.
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Undiscovered

_ | dentified Mineral Resource Mineral
Economic Status Resour ce
Measured Indicated Inferred Reconnaissance
Proven Reserve
(111)
Reserve Base
_ (111b)
Economic
Probable Reserve | Probable Reserve
(121) (122)
Reserve Base Reserve Base
(121b) (122Db)
Reserve Base
Margina (2M11)
Economic Reserve Base Reserve Base
(2M21) (2M22)
Resource
Sub-Marginal (2S11)
Economic Resource Resource
(2S21) (2522)
Intrinsic Resource Resource Resource Resource
Economic (332) (332) (333) (334)
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Generic Correation

Category 1999 Chinese 2004 JORC
T s 127 proved reserve
Reserve
122 probable reserve

T2 R2N IR IN215
251t 252N S

measured resource

122b, 2M 22, 2522, 332 Indicated resource
Resource

333 Inferred resource

334 NA
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L evel of Technical Study Needed to
Define Reserve for a New Mining
Pr o] ect

Australasian JORC Code:
appropriate assessments, which may include
feasibility studies
Canada N143-101.:
at least a pre-feasibility study
IS'SE@:
final bankable feasibility study (staff opinion)
Chinese 1999 System:
at least a pre-feasibility study
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