CLAYTON UTZ

Sydney Melbourne Brishane Pearth

Fax

The Company Announcements Office
ASX Limited

Exchange Plaza

2 The Esplanade

PERTH WA 6000

1306 135 638

‘Dear Sir/ Madam

Canberra Darwin

10 November 2010

No of pages 257

‘Wah Nam International Australia - Off-market takeover bid for Ferraus Limited

We act for Wah Nam International Australia Pty Ltd ACN 134 696 727 (Wah Nam) in its off-market bid
(Takeover Bid) for all of the ordinary shares in Ferraus Limited ACN 097 422 529 (Ferraus).

In accordance with item 5 of section 633(1) of the Corporations Act 2001 (Cth), on behalf of Wah Nam, we
attach a copy of Wah Nam's bidder's statement dated 10 November 2010 in relation to the Takeover Bid

(Bidder's Statement).

The Bidder's Statement was lodged with the Australian Securities & Investments Commission and served on

Ferraus earlier today.

Yours faithfully

Mark Paganin, Partner
Corporate Advisory/M&A
D 5426 8284

F 9481 3095

M 0412 904 188

E mpaganin@claytonutz.com

Contact: Glenda Currie, Special Counsel
Corporate Advisory/M&A

D 9426 8258

F 9481 3095

E geurrie@claytonutz.com

Attach

‘QVv.1, 250 St Georges Terrace, Perth WA 6000, Australia
GPO Box P1214, Perth WA 6844

Legal\302669709.1

T +51 8 8426 8000, F +61 8 9481 3005



OFFER

by
WAH NAM INTERNATIONAL AUSTRALIA PTY LTD ACN 134 696 727

a wholly owned subsidiary of

WAH NAM INTERNATIONAL
HOLDINGS LIMITED

ARBN 143 211 867

to purchase all your shares in

FERRAUS LIMITED

ACN 087 422 529

You will receive 6 Wah Nam International Shares for every
FerrAus Share held

The Offer is dated [®] and wili close at 4:00pm (WST) on [®] unless extended.

This is an important document and requires your immediate attention. If you are in doubt as
to how to deal with this document, you should consult your financial or other professional
adviser as soon as possible.

Corporate Adviser Legal Adviser
o Wah Nam International Australia Pty Lid to Wah Nam International Australia Pty Ltd

Qi CLAYTON UTZ



IMPORTANT INFORMATION

Important dates

- Announcement of the Offer C 10 November 2010
Bidder's Statement lodged with ASIC 10 November 2010
Date of the Offer | | [®]
Offer Period opens 9:00am (WST) on [@®]

Offer Period closes {unless extended) © 4:00pm (WST) on [®]

Bidder's Statement

This document is the Bidder's Statement issued by Wah Nam International Australia Pty 1.td
(Wah Nam Australia) a wholly-owned Subsidiary of Wah Nam International Holdings Limited
(Wah Nam International) to FerrAus Limited (FerrAus) under Chapter 6 of the Corporations
- Act in relation to the Offer contained in Section 13 of this Bidder's Statement.

A copy of this Bidder's Statement has been lodged with ASIC and the ASX. Neither ASIC, nor
the ASX or any of their officers take any responsibility for the content of this Bidder's Statement.
The date of this Bidder's Statement is 10 November 2010.

No account of personal circumstances

This Bidder's Statement does not take into account the individual investment objectives,
financial situation and particular needs of each shareholder of FerrAus. You may wish to seek
independent financial and taxation advice before making a decision as to whether or not to
accept the Offer.

Notice to overseas shareholders

The distribution of this Bidder's Statement may, in some countries, be restricted by law or
regulation. Accordingly, persons who come into possession of this document should inform
themselves of and observe these restrictions.

This document has been prepared having regard fo Australian disclosure requirements and
Australian accounting standards. These disclosure requirements and accounting standards
may differ from those in other countries.

This document does not constitute an offer to acquire FerrAus Shares from FerrAus
Shareholders in any jurisdiction in which such an offer would be illegal.

Hong Kong Shareholders

This Bidder's Statement is not a prospectus under Hong Kong laws, and has not been
registered, filed with or approved by any Hong Kong regulatory authority under, or in
accordance with, the Companies Ordinance (Cap.32) (or any other relevant Hong Kong laws).
The Bidder's Statement may not contain all the information that a prospectus under Hong Kong
laws is required to contain.



Wah Nam Australia expects that any FerrAus Shareholder whose address as shown in the
FerrAus register of members is in Hong Kong (each a HK Shareholder) and who accepts the
Offer will be able to receive Wah Nam International Shares under the terms of the Offer in
reliance on an exemption from the need to prepare and publish a prospectus under Hong Kong
laws. However, in the event that the number of HK Shareholders is more than 50, HK
Shareholders will be treated as Ineligible Overseas Shareholders (see Section 13.6 for details).

The contents of this Bidder's Statement have not been reviewed by any regulatory authority in
Hong Kong. You are advised to exercise caution in relation to the Offer. If you are in any doubt
about any of the contents of this Bidder's Statement, you should obtain independent
professional advice.

Singapore Shareholders

‘The Bidder's Statement has not been, and will not be, lodged or registered as a prospectus in
Singapore with the Monetary Authority of Singapore. Accordingly, the Bidder's Statement may
not be issued, circulated or distributed, whether directly or indirectly, to persons in Singapore
except pursuant {o and in accordance with the exempiion in section 273(1)}{b) of the Securities
and Futures Act, Cap 289 of Singapore (8FA) or any other exemptions as set out in Part XIlf, -
Division 1, Subdivision 4 of the SFA. ‘

The Bidder's Statement has been given to you (i) on the basis that you are an existing holder of
the FerrAus Shares, and (ii) in connection with the Offer pursuant to which the Wah Nam
International Shares will be allotied and issued to you in the event that you accept the Offer. In
the event you are not an investor falling within (i}, please return this document immediately. You
may not forward or circulate this document to any other person in Singapore.

The Offer is not made to you with a view to the Wah Nam International Shares being
subsequently offered for sale to any other party. There are on-sale restrictions in Singapore
that may be applicable to investors who acquire Wah Nam International Shares. As such,
investors are advised to acquaint themselves with the SFA provisions relating to on-sale
restrictions in Singapore and comply accordingly.

Forward-looking statements

Statements contained in this document may contain forward-looking statements including
statements with respect to Wah Nam Australia's current intentions (which include those in
Section 8), statements ‘of opinion and predictions of possible future events. Statements in this
document that are not historical facts are "forward-looking statements".

Forward-looking statements relate to future matters and are subject to inherent risks and
uncertainties. These risks and uncertainties include risks that are specific to the mineral
resources industry as well as matters such as general economic conditions, many of which are
outside the control of Wah Nam Australia, Wah Nam International and their directors. These
factors may cause the actual results, performance or achievements of Wah Nam International or
the Combined Group to differ, perhaps materially, from the results, performance or
achievements expressed or implied by those forward-looking statements. The past
performance of Wah Nam International is not a guarantee of future performance,

The forward-looking statements do not constitute a representation that future profits (or any
other matter) will be achieved in the amounts or by the dates indicated and are presented as a
guide to assist FerrAus Shareholders in assessing the Offer. The financial information and
other forward-looking statements are based on information available to Wah Nam Australia at 9
November 2010 and should be read in conjunction with the assumptions underlying their

. preparation as set out in Section 6.13.
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Actual outcomes may differ materially from the events, intentions or results expressed or implied
by any forward-looking statement in this document.

None of Wah Nam International, Wah Nam Australia, their officers, or persons named in this
Bidder's Statement with their consent or any person involved in the preparation of this Bidder's
Statement makes any representation or warranty (express or implied) as to the accuracy or
likelihood of fulfillment of any forward-looking statement, or any intentions or outcomes
expressed or implied in any forward-looking statement. You are cautioned not to place undue
reliance on any forward-looking statement having regard to the fact that the outcome may not
be achieved.

Disclaimer as to FerrAus and Brockman Resources information

The information in this Bidder's Statement concerning FerrAus Limited, and the assets and
liabilities, financial position and performance, profits and losses and prospects of FerrAus has
been prepared by Wah Nam Australia using publicly available information and has not been
independently verified by Wah Nam Australia or its directors. Accordingly, subject to the
Corporations Act, Wah Nam Australia makes no representatlon or warranty, express or implied,
as to the accuracy or completeness of such information.

The information in this Bidder's Statement concerning Brockman Resources, and the assets
and liabilities, financial position and performance, profits and losses and prospects of Brockman
Resources has been prepared by Wah Nam Australia using publicly available information and
has not been independently verified by Wah Nam Australia or its directors. Accordingly, subject
to the Corporations Act, Wah Nam Australia makes no representation or warranty, express or
implied, as to the accuracy or completeness of such information. '

The information on the Combined Group contained in this Bidder's Statement, o the extent that
it incorporates or reflects information on FerrAus and Brockman Resources, has also been
prepared using publicly available information. Accordingly information in relation to the
Combined Group is subject to the foregoing disclaimer to that extent.

Further information relating to FerrAus' business may be included in FerrAus' target's statement
which FerrAus must provide to FerrAus Shareholders in response to this Bidder's Statement,
and reference should be made to that information. Further information relating to Brockman
Resources' business may be included in Brockman Resources’ target's statement, which
Brockman Resources must provide to Brockman Resources Shareholders in response to Wah
Nam Australia's Brockman Resources Bidder's Statement and reference should be made to that
information. The Brockman Resources targef's statement will and the Independent Technical
Report and update letter which are set out in full in Section 10 be available to FerrAus
Shareholders on the ASX website: www.asx.com.au.

Privacy

Wah Nam Australia, Wah Nam International and their share registrars may collect your
information in the process of making and implementing the Offer, including information from the
register of FerrAus Shareholders for the purposes of making the Offer and, if accepted,
administering your acceptance and establishing your holding in Wah Nam International Shares.
Your information may be disclosed on a confidential basis to VWah Nam internationai or its
related bodies corporate and external service providers, and may be requ;red to be disciosed to
regulators, such as ASIC.
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Currency

Unless otherwise stated, the exchange rates used in this Bidder's Statement are the exchange
rates at 4:00pm (WST) on 9 November 2010, the latest lodgement date pnor to publication of
this document, being A$/HKS$: 7.81886.

Defined terms

A number of defined terms are used in this Bidder's Statement. Uniess expressly specified
otherwise, defined terms have the meaning given in Section 14.

Shareholder Enquiries

If you have any gueries regarding the Offer, please contact the Shareholder information Line on
1300 085 644 (toll free for callers in Australia) or +61 3 9415 4142 (for callers outside Australia)
Monday to Friday 5:30am to 5:00pm (WST).

This is an important document and should be read in its entirety before you decide
whether to accept the Offer. If you are in any doubt about how to deal with this
document or whether to accept the Offer, you should consult your legal, financial or
other professional adviser.

iv
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LETTER FROM THE CHAIRMAN OF WAH NAM INTERNATIONAL HOLDINGS LIMITED

Dear Shareholder

On behalf of the directors of Wah Nam International Holdings Limited (Wah Nam International), |
am pleased to present this Offer by Wah Nam International Australia Pty Ltd (Wah Nam Australia),
a wholly-owned subsidiary of Wah Nam International, to acquire all of your shares in FerrAus
Limited (FerfAus) on the basis of 6 Wah Nam International Shares for every 1 FerrAus Share you
hold. '

| am convinced that this Offer is in the best interests of all FerrAus Shareholders and | encourage
you to accept the Offer to become a Wah Nam International Shareholder. Upon successful
completion of this Offer and the Brockman Resources' Offer, we will be in a unigue position to
rapidly progress the development of two significant Australian hematite iron ore projects. Being
listed on one of the world's largest capital markets, the HKEXx, should pfovidé the Company with
advantages in securing project finance on favourable terms fo the benefit of our sharehoiders.

We have no intention to make any significant changes to the business operation and company
structure of FerrAus, but rather intend to combine resources, management teams and skill sets, to
focus on the rapid development of the FerrAus Pilbara and Marillana Projects, maximising returns
for our shareholders. |

.
Acceptance of our Offer will deliver you a substantial premium to your FerrAus Shares on the day
pefore our Offer was announced as well as a range of other potential benefits, which are described

in this Bidder's Statement.

| encourage you to accept our Offer as soon as possible, and in doing so, you will be playing an
important role in the creation of a new and exciting iron ore business in the Pilbara region of

Western Australia.

-
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Room 2808; 2¢ Flaor, Wost Towser, Shan Tak Centre, 168:200 Connsught Read Centeal, Shoung Wan, Hong, Kong.
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If you have any questions about the Offer, please do not hesitate to call your broker or financial
adviser or call the: Offer Information Line on 1300 085 644 (toll free for callers in Australia) or +61 3
9415 4142 (for callers outside Australia) Monday to Friday 5:30am to 5:00pm (WST).

. Yours faithfully

-

X
Luk Kin Peter Joseph
Chairman
Wah Nam International Holdings Limited
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Roomt 2808, 28 Floor, Wedt Towdr, Shun Tak Cenlre, L5200 Connmugzht Road Caontral, Sheung Wan, Hong Koog.
Feli+8512 3169 3631 Pax: 802 3169 3630



1.1

Why you should ACCEPT the Offer

Wah Nam Australia believes you should ACCEPT the Offer for the following key
reasons:

. You are being offered a substantial and attractive premium of 59.9% to
FerrAus' VWARP for the 90 days prior to the Announcement Date (10
November 2010).

. You will become a shareholder in Wah Nam International, a company listed

on the HKEx. If the Offer is successful, to Wah Nam International's
knowledge, it will become the only HKEXx listed company developing a
significant Australian hematite iron ore deposit.

. * As a Wah Nam International Shareholider, you may benefit from the
Combined Group's ability to attract financing for the FerrAus Pilbara Project.

) The Combined Group will be in a better position than FerrAus to progress,
develop and finance the potential independent infrastructure requirements
of the FerrAus Pilbara Project.

© The HKEX is one of the worid's largest markets by market capitalisation.

. You may be entitled to Capital Gains Tax rollover relief on the disposal of
your FerrAus Shares,

. if the Offer is successful, you will be issued dual ASX/HKEX listed Wah Nam
international Shares.

. If the Offer is not successful and no alternative proposal emerges, the price
for your FerrAus Shares may fall.

You are being offered a substantial and attractive premium

Wah Nam Australia is offering you 6 Wah Nam International Shares for every FerrAus
Share held. :

Based on the VWARP of Wah Nam International Shares on the HKEx during the 2 full
trading days of 8 November 2010 and 9 November 2010, the Offer values your
FerrAus Shares at A$1.29 per share (Implied Offer Value).

The Offer represents a substantial and attractive premium to the Pre-Announcement
Price and VWAP of your FerrAus Shares on the ASX across a broad range of time
periods, hamely:

. a 44.4% premium to the VWAP for the 180 days to 9 November 2010 (the
last trading day before the Offer was publicly announced);

. a 59.9% premium to the VWAP for the 90 days to 9 November 2010;

. a 62.3% premium to the VWARP for the 60 days to @ November 2010;

. a63.2% premium to the VWARP for the 30 days to 8 November 2010; and



. a 52.2% premium to the closing price of FerrAus Shares on 9 November
2010.

Figure 1 demonstrates the attractive premiums the Implied Offer Value represents fo
recent trading prices of FerrAus Shares,

Figure 1: Implied Offer Value Premiums
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The value of the offer will change from time to time based on movements in the Wah
Nam International Share price and in the AS/HKS exchange rate.

As illustrated in Figure 2, FerrAus has not traded above the Implied Offer Value at
any time in the past 12 months. :



1.2

1.3

Figure 2: FerrAus Share Price for the 12 Months Priorto the Announcement Date
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You will become a shareholder in Wah Nam International, a company
listed on the HKEXx

Wah Nam International plans to be a developer of strategic mining assets in politically
stable, mineral resource-rich countries. The Offer represents a significant step for
Wah Nam International in achieving this plan.

Through this Offer and the Brockman Resources Offer, Wah Nam International is

- seeking to maximise benefits to its current and future shareholders. The new and

enlarged Wah Nam International Group expects to progress its Australian iron ore
projects to production and aims to be a mgmficant tron ore producer by global
standards.

Being listed on one of the world's largest capital markets, the HKEXx, should provide
Wah Nam International with advantages in securing project finance on favourable
terms, to the benefit of Wah Nam International Shareholders. The appeal of Wah
Nam International to HKEXx investors is likely to be large as to Wah Nam
International's knowledge, it will be the only HKEX listed company with direct exposure
to Australian hematite iron ore projects and the demand for Australian hematite iron
ore in the region is immense.

Wah Nam International currently has 3,907,435,485 shares on issue, giving it a
market capitalisation of approximately HK$6.4 billion (A$814.6 million).

As a Wah Nam International Shafeholder you may benefit from the
Combined Group's ab:hty to attract financing for the FerrAus Pilbara
Project

Accepting FerrAus Shareholders will become Wah Nam International Shareholders
and, upon completion of the Offer, the Combined Group will be a larger, more

* financially secure company.

In addition, the value of Wah Nam International Shares is likely to be positively re-
rated by the equity capital markets as a consequence of:

. an enhanced market capitalisation;

. increased global market awareness; and



1.4

1.5

. an expanded institutional investor base through the anticipated increase in
broker research and investment in the Combined Group by large
international investment funds.

Successful development and commercialisation of the FerrAus Pilbara Project will
require the achievement of a number of successful mitestones, including:

. a positive pre-feasibility study;
. a positive definitive feasibility study; and
. finalisation of port and rail infrastructure.

Given the early stage of development of the FerrAus Pilbara Project, FerrAus will
require a significant amount of capital to advance it to eventual production. Current
estimates from the FerrAus scoping study announced on 24 February 2010 indicate
capital costs which are significantly greater than FerrAus' cash balance of
approximately A%$22 million (as disclosed in FerrAus' Appendix 5B for the quarter
ending 30 September 2010). The scoping study did not consider an independent,
'end-to-end’ railway option - this capital expenditure would be in addition to the
estimates released by FerrAus.

Development of the FerrAus Pilbara Project independently (ie ouiside of the
Combined Group) would necessitate FerrAus entering into additional financing
arrangements, the availability and terms of which are uncertain and may not be
favourable to FerrAus Shareholders.

Wah Nam International has completed several capital raisings with great success,
therefore, the Combined Group may be better positioned to attract the debt and/or
equity required. As a Wah Nam International Shareholder you may benefit from the
Combined Group's ability to attract funding for the FerrAus Pilbara Project.

The Combined Group will be in a better position to develop the potential
independent infrastructure requirements of the FerrAus Pilbara Project

The Combined Group will have a multi-mine asset base in the Pilbara with a
significant JORC Code compliant iron ore Mineral Resource. The scale of the
Projects controlled by the Combined Group will be such that an independent, 'end-to-
end' infrastructure solution is likely to be economically viable and the Combined
Group will be well positioned to obtain the financing to do so. If an independent
infrastructure solution was to be developed under the Combined Group, as a Wah
Nam International Shareholder you will benefit from the certainty of access to vital
infrastructure, without which neither the Marillana Project nor the FerrAus Pilbara
Project can be successfully developed.

The HKEXx is one of the world's largest markets by market capitalisation

The HKEX serves as a gateway for companies to achieve exposure to the rapidly
growing PRC market.

Since 2008, over US$125 billion in capital raisings have been announced with the
HKEx and the HKEx has a strong presence in resources, boasting:

. - one of the world's largest companies by market capitalisation, PetroChina
Company Ltd with a market capitalisation, as at 4.November 2010, of
US$314 billion;



1.6

1.7

1.8

1.9

o the world's largest publicly traded coél producer, China Shenhua Energy
Company Limited with production of 210 million tonnes of coal in 2009,

. the largest aluminium company in the world, United Company Rusal
Limited; and

. companies which have invested heavily in Australian resource companies,
such as:
. Angang Steel Company Limited (A$1.8 billion joint venture with

Gindalbie Metals Lid);

. Yanzhou Coal Mining Company Limited (A$3.5 billion acquisition
of Felix Resources Lid); and

. Fushan international Energy Group Limited (14.24% stake in
Mount Gibson lron Lid). -

You may be entitled to Capital Gains Tax rollover relief on the disposal of
your FerrAus Shares.

Very broadly, if, as a result of the Offer, Wah Nam Australia acquires 80% or more of
the FerrAus Shares, FerrAus Shareholders who would otherwise make an Australian
capital gain from the disposal of their FerrAus Shares may benefit from CGT roliover
relief. CGT rollover relief, if available, will effectively defer any capital gain until
disposal of the Wah Nam international Shares obtained under the Offer. Details of
the CGT rollover are discussed in Section 9.

Wah Nam International intends to dual list on the Australian Securities
Exchange (ASX).

Wah Nam International intends to apply for admission to the ASX within 7 days after
the start of the Bid Period. [f the Offer is successful, you will be issued dual
ASX/HKEX listed Wah Nam international Shares.

As a Wah Nam International Shareholder, you will have the option of trading your

Wah Nam International Shares on the ASX or the HKEx. For more details, please see
Sections 4.1 and 4.2.

If the Offer is not successful and no alternative proposal emerges, the
price for your FerrAus Shares may fall

If the Offer is not successful, the FerrAus Share price may fall in the absence of
another bidder making an offer.

The prospects of ancther bidder emerging may be low given Wah Nam Australia has
a 19.90% shareholding in FerrAus.

Consequences of not accepting

if you choose not to accept the Offer, there are certain risks of which you should be
aware: ‘

B If Wah Nam Australia holds the majority of FerrAus Shares, and should

FerrAus Shares remain listed, the market for your FerrAus Shares may be



less liquid or active. Therefore, it could be difficult for you to sell your
FerrAus Shares after the Offer Period ends, should you choose to do so.

. As stated before, if the Offer ends without being successful, FerrAus Shares
may revert towards pre-bid price levels in the absence of another bidder
making an offer. The emergence of another bidder may be uniikely,
particularly as Wah Nam Australia already has sufficient FerrAus Shares to
prevent another bidder from proceeding to compulsory acquisition.

. If Wah Nam Australia is successful in gaining a 90% or more interest in
FerrAus through acceptances of the Offer, and if entitled to do so under the
Corporations Act, Wah Nam Australia intends to proceed with the
compulsory acquisition of any FerrAus Shares not acquired under the Offer.

“You should cohsuit with your Broker or financial adviser to ascertain the impact of the
risks outlined above on the value of your FerrAus Shares.



2. Summary of the Offer and how to accept it

The following is a summary only of the Offer and is qualified by the information
‘contained in the rest of this Bidder's Statement. You should read this Bidder's Statement
in full before deciding how to deal with your FerrAus Shares.

What is the Offer? Wah Nam Australia is offering fo acquire all of your FerrAus
Shares for 8 Wah Nam International Shares for each
FerrAus Share held, on the terms and conditions set out in

Section 13.
What is the value of The Implied Offer Value is A$1.29 per FerrAus Share, and
the Offer? represents an attractive premium to the Pre-Announcement

" Price of FerrAus Shares. The value of the Offer may
change as a consequence of changes in the market price of
Wah Nam International Shares and the A$/HKS exchange
rate, from time to fime.

Who is making the The Offer is being made by Wah Nam International
Offer? Australia Pty Ltd, a wholly-owned subsidiary of Wah Nam
International Holdings Limited.

Wah Nam International is an investment holding company
listed on the HKEX.

Further information on Wah Nam. International and Wah
~Nam Australia is set out in Section 3.

How do I accept the You may only accept the Offer in respect of all of your
Offer? FerrAus Shares. To accept the Offer:
. if your FerrAus Shares are sponsored directly

by FerrAus, complete and sign the enclosed
Acceptance Form in accordance with the
instructions on it and send it in the enclosed
envelope to the address indicated on the
Acceptance Form; or

. if you hold your FerrAus Shares in a CHESS
Holding, either:

(a) complete and sign the enclosed
Acceptance Form in accordance with
the instructions on it and send it in the
enclosed envelope to the address
indicated on the Acceptance Form; or

{b) instruct your Broker or other Controlling
Participant to initiate acceptance of the
Offer on your behalf; or

. if you are a Broker, initiate acceptance in
accordance with the requirements of the ASX
Settiement Operating Rules,

so that your acceptance may be recorded before the end of
the Offer Period.

Detailed instructions on how to accept the Offer are set out
in Section 13.5 and on the enclosed Acceptance Form.



Can | accept the Offer
in respect of a part of
my holding?

When does the Offer
close?

What are the
conditions of the
Offer?

What happens if the
Conditions are not
satisfied or waived?

What happens if |
accept?

if I accept the Offer

can | later withdraw my

acceptance?

What will happen if
Wah Nam: Australia
improves the Offer
Consideration?

Ifi accépt the Offer,

Subject to paragraph 13.4(a)(ii), you may only accept this
Offer in respect of all of your FerrAus Shares.

The Offer is scheduled to close at 4:00pm (WST) on [®].
You should note that the Offer Period can be extended as
permitted by the Corporations Act.

The Offer is subject to the Statutory Condition set out in
Section 13.15 and the Conditions set out in Section 13.9,

including:

. approval of the requisite majority of Wah Nam
International Shareholders o acquire all of the
FerrAus Shares and to allot and issue the

_ Consideration Shares;

. approval of the HKEx for the listing of the
Consideration Shares;

® approval of the ASX for Wah Nam International to
be admitted to the ASX and the guotation of Wah
Nam iInternational Shares on the ASX; and

. Wah Nam Australia acquiring more than 50% of

the FerrAus Shares.

Tthe stafus of the Conditions as at the date of this Bidder's
Statement is discussed in Section 13.14.

If the Conditions are not satisfied or waived by the end of
the Offer Period, the Offer will lapse,

if the Offer becomes or is declared unconditional, you will
receive 6 Wah Nam International Shares for each of your
FerrAus Shares.

Once you accept the Offer, (even while it remains subject to
Conditions) you will not be able to sell your FerrAus Shares
on the ASX or otherwise transfer ownership, subject to a
limited statutory right to withdraw your acceptance.

You may only withdraw your acceptance
of the Offer if, after you have accepted the
Offer and while the Offer is still subject to
the Conditions, the Offer is varied in such
a way as to delay the time by which you
will receive your Offer Consideration by
more than one month. A notice will be
sent to you at the time explaining your
rights in this regard.

If Wah Nam Australia improves the Offer
Consideration, all FerrAus Shareholders
who accept the Offer (whether or not they
have accepted the Offer before or after
such improvement) will be entitled to the
benefit of the improved Offer
Consideration, should the Offer become
or be declared unconditional.

If you accept the Offer in accordance with the instructions



when will | receive my
Wah Nam International
Shares?

What will the tax
consequences be?

Do | pay brokerage 'of
stamp duty if | accept?

What happens if | do
not accept?

I am not resident in
Australia. Can [ accep
the Offer? T

Are there any risks
involved in accepting
the Offer?

Will Wah Nam
International Shares
be listed on the ASX?

Can | trade my Wah
Nam International
Shares on the HKEx?

What if | require
further information?

contained in the Offer and the Acceptance Form, you will be
sent your Wah Nam International Shares by the earlier of:

. 1 month after the date that you accept, or if the
Offer is subject to Conditions when you accept
the Offer, within 1 month after the date the Offer
becomes, or is declared, free of the Conditions; or

. within 21 days after the Offer Period closes.

Section 9 summarises the tax implications for FerrAus
Shareholders who accept the Offer and are resident for tax
purposes in Australia.

You will not pay brokerage or stamp duty on the dispoéa! of

“your FerrAus Shares if you accept the Offer.

However, if you sell your FerrAus Shares on the ASX or
you instruct your Broker or other Controlling Participant to
accept the Offer on your behalf, you may incur fees or
brokerage charges. '

You will remain a FerrAus Shareholder and will not receive
the consideration offered by Wah Nam Australia.

If Wah Nam Australia becomes entitled to compulsorily
acquire your FerrAus Shares, it intends to do so. if your
FerrAus Shares are compulsorily acquired by Wah Nam
Australia, it will be on the same terms as the Offer.
However, you will receive your Wah Nam International
Shares later than the FerrAus Shareholders who choose to
accept the Offer.

Wah Nam International Shares will not be issued as
consideration to Ineligible Overseas Shareholders. Please
see Section 13.6 for further details.

There are a number of risks that may have a material
impact upon the implementation of the Offer, the future
performance of the Combined Group and the value of Wah
Nam International Shares. These are described in this
Bidder's Statement and include those risks set out in
Section 7.

Wah Nam International intends to seek to list all Wah Nam
International Shares on the ASX. If the application is not
successful, then all contracts resulting from the acceptance
of the Offer will be automatically void.

You can choose to have Wah Nam International Shares
registered on the Australian Share Register or the Hong
Kong Share Register. You can readily change the register
on which your Wah Nam International Shares are held.
Please see Section 4.2 for more details.

If you have any questions in relation to the Offer or how to
accept it, or if you have lost your Acceptance Form and
require a replacement, please call the Shareholder
Information Line on 1300 085 644 (toll free for callers in
Australia) or +61 3 9415 4142 (for callers outside Australia)
Monday to Friday 5:30am to 5:00pm (WST).



3. Information about Wah Nam International and Wah Nam
Australia

3.1 Background
Wah Nam International is an investment holding company, incorporated in Bermuda
and listed on the HKEx (Hong Kong Stock Code 159) since 2002. if the Offer is
" successful, Wah Nam International Shares will also be listed on the ASX.
Since its establishment, Wah Nam International has been involved in various business
activities. With its acquisition of the Damajianshan Mine in the PRC in 2008, Wah
Nam International refocused itself as a mining resources company.

Wah Nam Australia is an Australian wholly-owned Subsidiary of Wah Nam
International.

As at the date of this Bidder's Statement, Wah Nam Australia has the following

investments:
. 32,347,405 (22.63%) Brockman Resources Shares; and
. 40,934,400 (19.90%) FerrAus Shares.
3.2 Corporate Structure
Wah Nam Iniernational Holchngs
Limited
{Bermuda)
100% 160% | 100% 100%
Wah Nam Infemalional Wah Nam lron Cre Perryville Group N
(HK) Cimted Company Limited Limited Goiden ?gcia timited
K (BVI) (BVI) BYi)
100% . 100% .
100% 100%
Wah Nam Infernational Ajrport Shuttle Services Parklane Limousine Smart Year
Australia Py Lt Limted Service | imited Investients Limited
{Australia} (HK) Ky {BVi)

20%

tuchun Xingtai Mining
Co. Ld

* Parkiane Limousine Service Limited (HK) has a number of wholly owned subsidiaries not shown in this diagram. (PRCY

* £nglish name is for idendification purpose only

3.3 Principal Activities of Wah Nam International
Wah Nam International, through its Subsidiaries, is principally engaged in:

. the exploitation, processing and sales of mineral resources, including '
copper, zinc and lead ore concentrates in the PRC;

. the provision of limousine rental and airport shuttle bus transportation
services in Hong Kong and the PRC; and

. the investment of funds in equity securities.
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Smart Year investments Limited

Wah Nam Enternatiohai‘s Subsidiary, Smart Year is a British Virgin Islands
incorporated company and the holding company of Luchun Xingtai.

Luchun Xingtai is a Sino-foreign equity joint venture enterprise established in
February 2004 in the PRC, which is 90% owned by Smart Year and 10% by Yunnan
Maosheng Yuan. Wah Nam International finalised the acquisition of Smart Year in
September 2008.

Luchun Xingtai engages in the expioetatnon processing and sale of copper ore
concentrate. It owns 100% of the Damajsanshan Mine (Figure 3).

igure 3 : The Damajiansha

In FY2009 and FP2010, the production volume of copper concentrate was
approximately 340 tonnes and125 tonnes, respectively, and the sale of copper
concentrate was approximately 410 tonnes and 74 tonnes, respectively. For FY2009
and FP2010, Wah Nam International recorded a turnover of approximately HK$14.8
million and HK$3.4 million, respectively, from Luchun Xingtai.

During FY2008 and FP2010, production was relatively low as the emphasis was on
exploration and the delineation of additional resources to support an expanded
operation. Subject to the progress of further exploration and the production plan, Wah
Nam International plans to increase the production volume to meet the growing
demand in the PRC market and thus improve the present production efficiency as the
scale of production increases.

Wah Nam International will continue to develop its existing mine in the PRC with a
view to increasing the Wah Nam International Group's copper production and revenue.

The Damajianshan Mine is located in Qimaba Township, Luchun County of Yunnan
Province in the PRC. 1t is near the border between the PRC and Vietnam (Figure 4).
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Figure 4 : Map of Damajianshan Mine
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In the 3.67 square kilometres covered by the mining right there are Ore Reserves of
over 7.8 million tonnes of ore with an average Cu grade of 1.46% and Mineral
Resources of over 15.5 million tonnes of ore with an average Cu grade of 1.68%. The
mine operation has the potential to produce over 429,000 tonnes per annum for more
than 18 years. The mine site is accessible by gravel road. After beneficiation copper
concentrate is frucked to customers throughout the PRC. Please refer to Table 1 and
Table 2 below and the Independent Technical Report and update letter which are set
out in full in Section 10 for a more detailed breakdown of Ore Reserves and Mineral

Resources'.

Table 1 Damajianshan Mine Ore Reserves

Proved 4648 149 57

.28

265 59.7 198

69.3

! These tables were part of a Damajianshan Mine Independent Technical Report (ITR) prepared by Behre
Dolbear in accordance with the JORC Code and VALMIN Code on 30 June 2008 which is set cut in full in
Section 10. Based on Behre Dolbear's site visit and information review of the Damajlanshan Mine on
April 2010, Behre Dolbear believes that no material changes or upgrades occurred in the mineral
resources and ore reserves for the Damajianshan Mine as they were stated in the 30 June 2008 Behre
Dolbear ITR. Behre Dolbear is a subsidiary of Behre Dolbear & Company Inc.

12
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Probable 3,150 142 8.28 149 479 446 [ 198 471 151

Total 7,798 1.46 5.94 1.37 44.8 113.9 463 106.8 |- 349

‘fable 2 Damajianshan Mine Mineral Resources

Resource' ERRNE i p :
‘Category | . - YoY% gt

Measured | 4,652 | 179683 |154}10371024 511 831 | 318 | 716 |17.11 109|237

Indicated 3153 | 1.7 }752(1791052|025})574 535 | 237 | 564 | 165 8.0 | 181

Subtotal 7805 |175}71111.64 043|024 5361365 555 | 128 | 33.6 [ 18.9 | 418

inferred 7678 |1.61]648]218]048 024|631 1239 498 | 1672369183484

Total 15483 | 168| 6.8 | 191046} 0.24 {583 | 2604 | 1,053 | 295.2 | 70.5 } 37.2 | 903

Plant and equipment at the Damajianshan Mine includes a ball grinder and flotation
mill, capabie of producing 429,000 tonnes of ore per annum (Figure 5).

Figure 5 : Ball Grinder and Flotation Mill at Damajianshan Mine Beneficiation Plant

Mining Right

The Department of Land and Resources of Yunnan Province issued the mining right
certificate to Luchun Xingtai in January 2005 which was renewed in September 2007
for a period of 5 years. It will expire in September 2012. The directors of Wah Nam

International have no reason to believe that Luchun Xingtai will not be able to renew

the mining right with the relevant government authority at the appropriate time.

For further details, please see the independent Technical Report and update letter

.contained in Section 10.

Limousine rental and airport shuttie bus services

The limousine rental and airport shuttle bus business is carried through Wah Nam
International's interest in another wholly owned Subsidiary, Perryville Group Limited.

This business segment provides high end limousine rental services in Hong Kong and
the PRC (including Shenzhen, Guangzhou, Shanghai and Beijing) and airport shuttle
bus services in Hong Kong.
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3.4

Currently; the Wah Nam international Group has a fleet of 133 limousine cars serving
major hotels, corporate and individual customers. The Wah Nam International Group
recorded a total turnover of HK$80.6 million from its limousine and airport shuttle
business in Hong Kong and the PRC for the FY2009 and HK$51.8 million for the
FP2010. Wah Nam International believes that this business segment will continue to
provide a stable revenue and income source to the Wah Nam International Group

Equity Security Investments

Apart from the above two principal business segments, the Wah Nam International
Group also invests in equity and other securities from time to time.

As at the date of this Bidder's Statement, the Wah Nam International Group held the
following investments:

. 32,347,405 (22.63%) Brockman Resources Shares; and
. 40,934,400 (19.90%) FerrAus Shares.
These equity security investments were made for strategic purposes.

Material Transactions

Set out below are some material corporate transactions entered into by Wah Nam
International.

. On 15 May 2007, Wah Nam International raised approximately HK$40.3
million for general working capital.

. On 13 June 2007, Wah Nam International entered into an agreement to
acquire the entire issued share capital of Perryville Group Limited, a
limousine rental and airport shuttle transportation services company, for
HK$170 million paid in cash and a convertible note.

. On 16 October 2007, Wah Nam international raised approximately HK$37.4 -
million for general working capital and as part of the consideration for the
acquisition of Perryville Group Limited.

. On 30 January 2008, Wah Nam International entered into an agreement to
acquire the entire equity interest of Smart Year, for HK$650 million paid in
cash, shares and a convertible note.

. On 6 June 2008, Wah Nam International entered into an agreement to
' dispose of its entire interests in a company which owned the management
and operating rights of a toll road in the PRC, for HK$60 million..

. On 1 September 2008, Wah Nam International raised approximately '
HK$119 million for general working capital and as part of the consideration
for the acquisition of Smart Year and other mineral related investments.

» On 17 June 2009, Wah Nam International raised approximately HK$99.18

million for potential acquisitions or investment opportunities in mineral
related businesses.
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On 24 June and 29 June 2009, Wah Nam International announced on-
market acquisitions of 18,159,256 Brockman Resources Shares for
approximately HK$121.79 million.

On 9 February 2010, Wah Nam International raised approximately HK$297
million for potential acquisitions or mvestment opportunities in mineral
related businesses.

On 18 February and 1 March 2010, Wah Nam International announced the
acquisition of 9,509,486 Brockman Resources Shares for approximately
HK$196.41 million.

On 19 June 2010, Wah Nam [nternational raised approximately HK$199
million for potential acquisitions or investment opportunlties in mineral
related businesses.

On 22 June 2010, Wah Nam International subscribed for 25,047,939
FerrAus Shares for approximately HK$147 million.

On 17 September 2010, Wah Nam International raised approximately
HK$200 million, after costs, for potential acquisitions or investment
opportunities in mineral related businesses and to cover fransactional costs.

Financial Information regarding Wah Nam International

The table below is an abridged consolidated balance sheet of Wah Nam lntemationai

as at 31 December 2008 and 2009 and 30 June 2010.

Current assets 180,505 59,836 91,008
Non-current assets 1,659,669 1,405,684 1,146,554
Total assets 1,840,174 1,465,620 1,237,562
Current liabilities 101,296 96,853 82,850
Non-current liabilities 100,256 150,186 296,657
Total liabilities 201,552 247,039 379,507
Capital and reserves

Share capital 372,944 278,226 151,534
Reserves 1,184,842 844,930 610,018
Equity attributable to equity 1,557,786 1,123,156 761,552
holders of the Company _

Minority interest 80,836 95,425 96,503
Total equity _ 1,638,662 1,218,581 858,055

The table below sets out a summary of the consolidated results of Wah Nam
international for the FY2008, FY2009 and FP2010.
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Revenue from continuing 55,189 95,374 \

operations

Loss for the period/year {173,002) (80,004) (282,462)
Other comprehensive income/{loss): ,

Exchange differences arising on 11,403 (285} 4,165
translation of foreign operations

Change in fair value on available- (35} 133,644 -
for-sale investments, net of tax :

Reserve released upon disposal of - (32,214)
subsidiaries _

Total comprehensive income/({loss) (161,634) 53,355 {310,511)

for the period/year
Loss for the pericdfyear attributable

to:
Equity holders of the Company "(167,363) (78,935) (296,660}
Minority Interests (15,839) (1,089) 14,198

Total comprehensive income/(loss)
attributable to:

Equity holders of the Company (147,045) 54,433 (323,807)
Minority interests (14,589) (1,078) | 13,286

Since 2008, Wah Nam International has been re-engineering its busmess structure
and development strategy. In 2008, Wah Nam International disposed of its previous
toll road and highway business. Under the re-engineering exercise, Wah Nam
International Group's business has gradually changed from a toll road and highway
business to a mining business. The business re-engineering has caused significant
fluctuations in the financial performance of the Wah Nam international Group for the
~ past two and a half years.

Apart from the acquisition of Luchun Xingtai, Wah Nam International also acquired
Brockman Resources Shares and FerrAus Shares as a strategic investment. As at 30
June 2010, Wah Nam International had total consolidated segment assets of
HK$884.9 million in respect of its mining operation.

Six month period ended 30 June 2010

Wah Nam Australia acquired a further 9,093,874 Brockman Resources Shares and
30,201,575 FerrAus Shares for a total consideration of approximately A$28.0 million
and A$26.2 million respectively.

An impairment loss on the valuation of the mining right was recorded during the period
which amounted to approximately HK$153 million. An impairment was made fo the
fair value of the mine as a result of the adjustment of the long-term copper price
projection. Such impairment loss, however, did not have any impact on the operating
cash flow of the Wah Nam International Group.

In addition, Wah Nam International issued 334 million and 185 million new Wah Nam
International Shares at HK$0.90 and HK$1.11 per Wah Nam International Share,
respectively. The net proceeds after deduction of related expenses from the
placement amounted to approximately HK$297 million and HK$199 million
respectively, and were used for investments in mineral-related business and general
working capital during the period.
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Year ended 31 December 2009

The Wah Nam International Group recorded a turnover of HK$14.8 million from its
mining operation but recorded a segment loss of approximately HK$10.8 million. The
directors of Wah Nam International believe that the segment loss was mainly due to
the relatively low production volume of the mine as the production plan of the mine
was delayed due to further exploration work being undertaken. Wah Nam
international believes that the production efficiency of the mine will be improved as
production volume increases subject to the exploration results and further production
planning work.

Wah Nam International also recorded a significant fair value gain of HK$133.6 million

"in other comprehensive income, which was mainly attributable to the investments in,

and an increase in the trading prices of, Brockman Resources Shares, and the
appreciation of Australian dollars against Hong Kong dollars during the year.

Year ended 31 December 2008

Wah Nam International disposed of its toll road and highway business dunng the year.
Among the total revenue of HK$142.2 million, approximately 37.54% of the revenue
was derived from the discontinued toll road and highway business. This segment
recorded a profit before income tax of HK$44.95 million for the year. After the
disposal, Wah Nam International discontinued the entire foll road and highway
business.

The acquisition of the mining business also led to the recognition of a one-off loss of
HK$167.5 million representing the amount of the total consideration for the acquisition

* in excess of the fair value of the assets and liabilities acquired.

Strategies

Wah Nam International plans to be a developer of strategic mining assets in politically
stable, mineral resource-rich countries. The Offer and the Brockman Resources Offer

~ represent a significant step for Wah Nam International in achieving this plan. if

successful, to Wah Nam International's knowledge it will become the only HKEX listed
company developing a significant Australian hematite iron ore deposit.

Over the past two years, Wah Nam International has restructured its business to focus
on strategic acquisitions of iron ore projects and, to augment this objective, the
development of its copper operation.

As a result of a recovery in the global economy and the PRC's continued economic
growth, world production of steel has significantly recovered from low production
levels in 2009 and is now on par with the pre global financial crisis peak reached
during 2008 (Figure 6). '
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Figure 6: World Steel Production
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PRC steel production has contributed a significant portion of this growth. Iron ore is a
key ingredient in the steelmaking process. Seaborne iron imports are expected to
reach one billion tonnes this year, driven by the PRC's market leading share (Figure
7).

Figure 7: Seaborne iron ore trade
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As a result of the increased seaborne trade, iron ore prices performed strongly over
the past year. Copper prices follow suit as the demand for copper is tied to the same
drivers of the demand for steel (Figure 8).
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Figure 8: 1 Year Spot Price of iron ore and copper
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Wah Nam International owns the Damajianshan Mine, a producing copper mine in the
PRC, the world's largest consumer of copper. Wah Nam International will continue to
develop the Damajianshan Mine through further exploration in order to delineate and
upgrade Mineral Resources and subsequently increase copper metal production of

the mine.

Through this Offer and the Brockman Resources Offer, Wah Nam International is
seeking to maximise benefits to its current and future shareholders. The new and
enlarged Wah Nam International expects to progress its Australian iron ore projects to
production and aims to be a significant iron ore producer by global standards. Being
listed on one of the world's largest capital markets, the HKEX, should provide Wah
Nam International with advantages in securing project finance on favourable terms, to
the benefit of Wah Nam International Shareholders.

Foliowing this Offer and the Brockman Resources Offer, Wah Nam International's
directors will pursue additional strategic acquisitions in order to realise their plan. itis
expected these future assets will continue to enhance shareholder value, above the
anticipated benefit provided by the assets of FerrAus and Brockman Resources.

Directors

Wah Nam International

Details of the directors of Wah Nam International are set out below.

Mr L.uk Kin Peter Joseph

Mr Luk Kin Peter Joseph, aged 39, has been the Chairman of Wah Nam International
since February 2009. Mr Luk holds a Masters Degree in Business Administration and
the professional qualification of Chartered Financial Analyst. Mr Luk worked in

several international financial institutions and he is well experienced in international
financial and investment management. Mr Luk also has extensive experience in the
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mining industry. He was the CEO and deputy chairman of China Mining Resources
Group Limited, a HKEXx listed company with mining activities in the PRC, from
November 2005 to July 2007.

Mr Chan Kam Kwan Jason

Mr Chan Kam Kwan Jason, aged 37, joined the Wah Nam International Group in
January 2008. He is an executive director and the company secretary. Mr Chan
graduated from the University of British Columbia in Canada with a Bachelor of
Commerce Degree and is a member of the American Institute of Certified Public
Accountants. Mr Chan has experience in accounting and corporate finance.

Mr Lau Kwok Kueﬁ Eddie

Mr Lau Kwok Kuen Eddie, aged 54, joined the Wah Nam International Group in

December 2007. He is an independent non-executive director of Wah Nam
international. He graduated from the Hong Kong Polytechnic (now known as The
Hong Kong Polytechnic University) and is a fellow member of The Hong Kong Institute
of Certified Public Accountants and a fellow member of The Association of Chartered
Certified Accountants of the United Kingdom. He has been practicing as a Certified
Public Accountant in Hong Kong since 1982.

Mr Uwe Henke Von Parpart

Mr Uwe Henke Von Parpart, aged 69, joined the Wah Nam [nternational Group in
January 2008. He is an independent non-executive director of Wah Nam International.
He received a Fulbright scholarship and did his graduate work in mathematics and
philosophy (Ph.D.) at Princeton University and the University of Pennsylvania.

Mr Parpart is the managing director at Cantor Fitzgerald in Hong Kong where he is
responsible for macro-economic, fixed-income and equity-markets research and
strategy in Asia. He joined Cantor Fitzgerald in May 2006. His analyses are
published on a weekly and daily basis and frequently featured on CNBC Asia and
Bloomberg TV. Prior to joining Cantor Fitzgerald, Mr Parpart worked for four years as
a senior currency strategist at Bank of America, Hong Kong, covering both currencies
and notes. Mr Parpart has also contributed to numerous magazines and newspapers
and until recently was a columpnist for Forbes Global and Shinchosha Foresight
Magazine (Tokyo). ‘ '

Mr Yip Kwok Cheung Danny

Mr Yip Kwok Cheung Danny, aged 46, joined the Wah Nam International Group in
August 2009. He is an independent non-executive director of Wah Nam international.
He is an Australian citizen and he joined Wah Nam International in August 2009. Mr
Yip graduated from the Australian National University majoring in Economics and
Accountancy. Mr Yip has extensive experience as an internet strategist, entrepreneur
and specialist in international trade. He was also the founder of several service-
oriented businesses in Hong Kong and Australia; and was the founder of Tradeeasy
Holdings Limited in 1996. He had been the executive director and chief executive
officer of CCT Resources Holdings Limited (formerly known as Tradeeasy Holdings
Limited) (a company listed on the growth enterprise market of the HKEx) until June
2007,

Wah Nam Australia
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3.9

The directors of Wah Nam Australia are Mr Chan Kam Kwan Jason, Mr Luk Kin Peter
Joseph and Mr Au-Yeung Sai Kit Alex.

Mr Au-Yeung Sai Kit Alex

Mr Au-Yeung Sai Kit Alex, aged 31, joined the Wah Nam International Group in
December 2008. He is the Financial Controller of Wah Nam International and a
director of Wah Nam Australia. Mr Au-Yeung is a member of the Hong Kong Institute
of Certified Public Accountants and a member of CPA Australia. Mr Au-Yeung
obtained a Bachelor Degree of Business Administration (Honours) - Accounting from
the Hong Kong Baptist University. Mr Au-Yeung has over 9 years experience in
auditing, accounting and banking.

Details about the qualifications and experience of Mr Chan and Mr Luk are set out in
paragraph 3.7(a) above.

Key Management
Mr Leung Chi Yan Danny

Mr Leung Chi Yan Danny, aged 62, is the managing director of Parklane Limousine
Service Limited which is principaily engaged in the provision of limousine and airport
shuttie transportation services in Hong Kong. Mr Leung graduated from Newport
University of Southern California with a Masters of Business Administration degree.
Mr Leung has over 30 years experience in limousine and airport shuttle transportation
services and is the Chairman of Hong Kong Limousine Hire Association.

Mr Hendrianto Tee

Mr Hendrianto Tee, aged 43, joined the Wah Nam international Group in January
2009. He is the Chief Investment Officer of Wah Nam International. Mr Tee
graduated from Walsh University, USA, with a Bachelor of Arts Degree. Mr Tee spent
a large part of his career with several international financial institutions with a focus on
debt capital markets. Prior to joining Wah Nam International, Mr Tee held a senior
executive position at a large Asian agri-business conglomerate.

Wah Nam International and Wah Nam Australia directors' interests in
Securities

As at 9 November 2010, the Relevant Interests of Wah Nam International's and Wah
Nam Australia’s directors in Wah Nam International Shares and their interest in Wah
Nam International Scheme Options are set out in the table below.

Mr Luk Kin Peter Joseph 199,456,276 -
Mr Chan Kam Kwan Jason - 1,500,000
Mr Lau Kwok Kuen, Eddie - _1,000,000
Mr Uwe Henke Von Parpart - 1,000,000
Mr Yip Kwok Cheung, Danny - -1 1,000,000
Mr Au-Yeung Sai Kit, Alex - . 1,000,000
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Remuneration of Directors

Wah Nam International's Bye-laws provide that the directors' remuneration must not
exceed the maximum aggregate sum determined by Wah Nam International in
general meeting. Wah Nam International intends to fix a maximum sum of A$2 million
in aggregate for executive directors and A$1 million in aggregate for non-executive
directors, per annum. This sum will be put to Wah Nam International Shareholders at
the special general meeting to be held during the Offer Period. Once approved, this
maximum sum cannot be increased without members' approval by ordinary resolution
at a general meeting. ‘

Remuneration of Non-Executive Directors

In accordance with Wah Nam International's Bye-laws, the non-executive directors
are appointed for a term of 2 years subject to retirement by rotation and re-election at
the Annual General Meeting. ‘

Each non-executive director is entitled to an annual emolument of HK$144,000,
subject to review by the remuneration committee and the board of directors of Wah -
Nam International from time to time. In consideration for serving on the board during
the 2010 financial year, each non-executive director will be compensated as indicated
below: :

Mr Lau Kwok Kuen Eddie - Emolument 144,000
Mr Uwe Henke Von Parpart Emolument 144,000
Mr Yip Kwok Cheung Danny Emolument 144,000

Remuneration of Executive Directors

On 13 February 2009, Wah Nam International entered into a service contract with Mr
Luk Kin Peter Joseph to govern the appointment of Mr Luk Kin Peter Joseph as a
director of Wah Nam International. Mr Luk Kin Peter Joseph is also the Chairman of
the board of directors of Wah Nam International.

The appointment of Mr Luk Kin Peter Joseph is not for a specific term and will be
subject to retirement by rotation and re-election at the Annual General Meeting of
Wah Nam International in accordance with Wah Nam International's Bye-laws. Mr
Luk Kin Peter Joseph is appointed at a fixed salary of HK$1, 300,000 annually and his
remuneration will be determined by the remuneration committee and the board of
directors of Wah Nam International from time to time.

For the year ended 31 December 2009, the total remuneration paid to Mr Luk Kin
Peter Joseph amounted to approximately HK$872,000.

On 1 March 2008, Wah Nam International entered into a service contract with Mr
Chan Kam Kwan Jason to govern the appointment of Mr Chan Kam Kwan Jason as a
director of Wah Nam International. The appointment of Mr Chan Kam Kwan Jason is
not for a specific term and is subject to retirement by rotation and re-glection at the
Annual General Meeting of Wah Nam [nternational in accordance with Wah Nam
International's Bye-laws. ‘
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Mr Chan Kam Kwan Jason is appointed at a fixed salary of HK$50,000 per month and
his remuneration is determined by the remuneration committee and the board of
directors of Wah Nam International from time to time.

For the year ended 31 December 2009, the total remuneration paid to Mr Chan Kam
Kwan Jason amounted to approximately HK$600,000.

Prospectus

On or about the date of this Bidder's Statement, Wah Nam International lodged the
Prospectus with ASIC. The Prospectus includes an IPO of 10 million Wah Nam
international Shares, each with 1 free attaching option, at A$0.20 per Wah Nam
International Share to raise A$2 million with provision to accept oversubscriptions of
up to a further 5 million Wah Nam International Shares, each with 1 free attaching
option, at A$0.20 each to raise up to an additional A$1 million. The minimum
subscription for the IPO is 5 million Shares.

The purpose of the PO is to:
. list Wah Nam International on the ASX, which will provide Wah Nam

International with additional financial flexibility to pursue growth
opportunities and improve access to capital markets;

. finance the transaction costs incurred by the Wah Nam International Group
in connection with the Offer and the Brockman Resources Offer and the
1PO;

. provide Australian shareholder spread for Wah Nam International's ASX

application; and

. provide a liquid market for Wah Nam International Shares.

The IPO is conditional on: _

. the ASX granting conditional approval for the listing of Wah Nam -

' . International and the quotation of all Wah Nan international Shares and
Wah Nam Internationat Options on the ASX;

. the HKEX granting approval for the quotation of the Wah Nam International

Shares to be issued pursuant to the IPO; and the Shares issued upon
exercise of the Wah Nam International Options; and

‘. Wah Nam International Shareholders approving the 1PO at the special

general meeting of Wah Nam International to be held before the close of the
Offer or the Brockman Resources Offer, whichever is the earlier.

If the conditions of the IPO are not satisfied all application moneys will be returned to
investors without interest.

Placement Mandate

During the Offer Period, Wah Nam International proposes to seek a mandate from
Wah Nam International Shareholders for the placement of up to 600 million Placement
Shares (Placement Mandate).

Placement Mandate Price
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The price at which the Placement Shares are to be issued will be equal to or higher
than the higher of.

e  HK$1.30 or

. a discount of not more than 30% to the avérage closing price for the 20
trading days immediately prior to the date of the agreement in respect of the
placing of the Placement Shares.

The placement price of HK$1.30 would represent:

. a discount of approximately 20.2% to the closing price of HK$1.63 per Wah
Nam International Share as quoted on the HKEx on 9 November 2010,
being the last full day of trading in Wah Nam International Shares prior to
the date of this Bidder's Statement; and

. a discount of approximately 22.2% to the average of the closing prices per
Wah Nam International Share of HK$1.67 as guoted on the HKEX for the
five consecutive trading days up to and including © November 2010, being
the last full day of trading in Wah Nam International Shares prior to the date
of this Bidder's Statement.

The minimum placement price of HK$1.30 was determined with reference to the
prevailing market price and the recent trading volume of Wah Nam Internationai
Shares. The actual placement price will be determined based on the above
conditions and negotiations between Wah Nam International and the investors under
the placement. '

Taking into account, among other things, the placement parameters of determining
the price, the reasons for the Placement Mandate and the use of proceeds set out
below, the Wah Nam International directors (including the independent non-executive
directors) consider that the terms of the Placement Mandate are fair and reasonable
based on current market conditions and that the Placement Mandate is in the interests
of Wah Nam International and Wah Nam International Shareholders as a whole.

Maximum number of Placement Shares

The 600 million Placement Shares represent:

. . approximately 15.4% of the existing issued share capttal of Wah Nam
[ntemat:onai
. approximately 13.3% of the issued share capital of Wah Nam international

as enlarged by the allotment and issue of the Placement Shares; and

. approximately 6.8% of the issued share capital of Wah Nam International as
enlarged by:
. the Placement Shares,
. Wah Nam International Shares to be issued pursuant to the
Prospectus and upon exercise of the Wah Nam International
Ogti_ons;
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. the Consideration Shares {assuming full acceptance of the Offer
but no FerrAus optionholder exercising their options and
accepting the Offer); and ,

. the Brockman Resources Consideration Shares (assuming full
acceptance of the Brockman Resources Offer but no Brockman
Resources optionholders exercising their optlons and accepting
the Brockman Resources Offer).

Conditions of the Placement Mandate
The Placement Mandate is subject to:
. the Offer and/or the Brockman Resources Offer becoming unconditional;

. the HKEx granting or agreeing to grant listing of and permlsszon to deal in all
of the Placement Shares; and

. the passing of necessary resolution(s) by the Wah Nam International
Shareholders to approve the Placement Mandate and the transactions
contemplated thereunder, including but not limited to the issue and
aliotment of the Placement Shares.

The Placement Mandate will be valid for a period of six months from the date of either
the Offer or the Brockman Resources Offer being declared unconditional.

Rights of the Placement Shares

The Placement Shares will be sold free from all liens, charges and encumbrances and
together with the rights attaching to them. The Placement Shares will rank, upon
issue, pari passu in all respects with Wah Nam International Shares on issue on the
date of aliotment and issue of the Placement Shares.

Use of Proceeds

If the Placement Mandate is utilised in full, based on the minimum placement price of
HK$1.30 and if 600 million Placement Shares are issued, the maximum gross
proceeds would be apprommateiy HK$780 million; and the estimated net proceeds,
after the deduction of commission and other related expenses, is estimated to be
approximately HK$741 million.

It is intended that the net proceeds raised from the placement will be used to support
the financing of capital expenditure required by the Projects. The Combined Group
will need to raise funds for the development of the Projects or for other capital
expenditure, further exploration or feasibility studies.

Wah Nam International considers that the Placement Mandate will allow Wah Nam
International additional flexibility in supporting the development of the Pro;ects after
the completion of the Offer and the Brockman Resources Offer.

Hong Kong Exchange Listing Rule Requirements

The transactions under the Offer, the Brockman Resources Offer and the IPO are
conditional on, among other things, shareholder approval at a general meeting of Wah
Nam International, voting by poll.
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HKEXx Listing Rule 13.36(1) provides that, as the Consideration Shares and the
Brockman Resources Consideration Shares will not be issued under a general
mandate preapproved by Wah Nam International Shareholders, the issue of the
Consideration Shares and the Brockman Resources Consideration Shares is subject
to the consent of shareholders in a general meeting.

Under Chapters 14 and 14A of the HKEx Listing Rules, acquisitions of equity interests
in companies by a listed company are subject to different reporting, announcement
and shareholders' approval requirements depending on the size and nature of the
transactions and the counter parties of the transactions.

In the present case, the possible acquisitions of all of the FerrAus Shares under the
'Offer and all of the Brockman Resources Shares under the Brockman Resources
Offer constitute a very substantial acquisition for Wah Nam International for the
purposes of the HKEX Listing Rules. Under HKEX Listing Rule 14.40, a very
substantial acquisition must be conditional on approval by Wah Nam International
Shareholders.

Pursuant to a letter issued by the HKEx and HKEXx Listing Rule 14.67A, if Wah Nam
International gains a controlling interest in FerrAus and/or Brockman Resources, Wah
Nam International will issue supplementary circulars to Wah Nam International
Shareholders as soon as practicable after the closing of the Offer and the Brockman
Resources Offer.

Pursuant to HKEXx Listing Rule 14.67A(3) and a waiver granted by the HKEx, Wah

Nam International is required to despatch the supplementary circular to Wah Nam
International Shareholders within 45 days of the earlier of:

. Wah Nam Australia being able to gain access to the necessary books and |
records of FerrAus and/or Brockman Resources; and

. - Wah Nam Australia being able to exercise control over FerrAus and/or
Brockman Resources. ‘
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Information about Wah Nam !nternational Securities

Dual Listing

Wah Nam International Shares are listed with the HKEx. Wah Nam International will
lodge an application to the HKEXx for admission to quotation of the Consideration
Shares no later than 7 days after the start of the Bid Period. Quotation will not be
automatic and will depend on the HKEX exercising its discretion.

Wah Nam International will lodge with the ASX an application for admission to the
ASX's Official List and quotation of all Wah Nam International Shares no later than 7
days after the start of the Bid Period. :

Wah Nam interﬁlational's appiicétion for admission to quotation on the ASX is subject
to:

. Wah Nam International satisfying the ASX Listing Rules or obtaining
waivers from them; and

. the ASX's discretion.

Wah Nam International does not guarantee that its application will be successful and
is not implying that it will be listed. If the application is not successful, then all
contracts resulting from the acceptance of the Offer will be automatically void.

If the application is successful, Wah Nam International will be listed on the ASX as
well as maintaining its listing on HKEx. It will be subject to the ASX Listing Rules and
the HKEX Listing Rules.

Trading on the ASX and the HKEx

When accepting the Offer, you can choose to have Wah Nam International Shares
registered on the Australian Share Register or the Hong Kong Share Register.

Subject to the completion of the Offer, the listing of Wah Nam International Shares on
the ASX and the quotation of the Consideration Shares on the HKEX, holders of Wah
Nam International Shares may shunt (or remove) their Wah Nam International Shares
between Wah Nam International's Australian Share Register and Hong Kong Share
Register according to the following procedure:

. when a Wah Nam International Shareholder wishes to shunt shares from
one of the two registers (the Home Register) o the other register (the
Destination Register), the Wah Nam [nternational Shareholder must
provide the Home Register with a written direction to that effect. The Home
Register will then remove the Wah Nam International Shares from their
holding, and place those shares into the control of the Destination Register.
A confirmation will then be sent to the Destination Register, which will place
the shares into a holding in exactly the same name of the delivering Wah
Nam International Shareholder; and

. periodically (usually at the time of each shunt (or removal)) the two registers

will compare their respective control accounts to confirm that they are
synchronised. ‘
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ltis éustomary for the Hong Kong Registrar to charge shareholders (and prospective
shareholders coming from the Australian Share Register) administrative fees for
processing shunts (or removals).

The following table identifies the costs (correct at the time of go;ng to print) for each of
those administrative fees.

AUMK | Nil HK$350.00 HK$2.50 (Cancellation)

HK/AU | Nil HK$350.00 HK$2.50 (Creation)

The ASX requires trades to be settled on a 'T+3' basis while the HKEx requires trades
to be settled on a "T+2' basis. The period of time required to shunt Wah Nam
International Shares between the Australian Share Register and the Hong Kong
Share Register may vary and there is no certainty of when shunted shares will be
available for frading or settlement.

Wah Nam International Shares shunted from the Australian Share Register to the
Hong Kong Share Register may not be allocated to CCASS as the HKEx requires a
physical share certificate to be issued and then delivered to the appropriate CCASS
participant for transfer to CCASS. Wah Nam International Shares shunted from the
Hong Kong Sharé Register can be sponsored by either Wah Nam International or
CHESS, as per the request of the Wah Nam International Shareholder initiating the
shunt. For further information, contact your nominated market (6r CCASS) participant.

Settlement and Dealing
Dealings

The brokerage commission in respect of trades of shares on the ASX is freely
negotiable.

The transaction costs of dealings in shares on the HKEXx include a stock exchange
trading fee of 0.005%, an SFC transaction levy of 0.003%, a frading tariff of HK$0.50
on each transaction, a transfer deed stamp duty of HK$5.00 per transfer deed and ad
valorem stamp duty on both the buyer and the seller charged at the rate of 0.1% each
of the consideration or, if higher, the fair value of the shares transferred. The
brokerage commission in respect of trades of shares on the HKEXx s freely negotiable.

: Settlement

Settiement of dealings on the ASX will take place on the third Business Day following
the date of transaction. '

iﬂvestors in Hong Kong must settle their trades executed on the HKEx through their
brokers directly or through custodians.

For an investor in Hong Kong who has deposited Wah Nam International Shares in
their stock account or in their designated CCASS Participant's stock account
maintained with CCASS, settiement will be effected in CCASS in accordance with the
CCASS Rules in effect from time to time.
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For an investor who holds the physical certificates, settlement certificates and the duly
executed transfer forms must be delivered to their broker by the settlement date. An
investor may arrange with their broker on a settiement date in respect of their trades
executed on the HKEx.

Under the HKEXx Listing Rules and the CCASS Rules, the date of settiement must not
be later than the second Business Day foliowing the trade date on which the
settlement services of CCASS are open for use by CCASS Participants (T+2).

For trades settled under CCASS, the CCASS Rules provide that the defaulting broker
may be compelied to compulsorily buy-in by HKSCC the day after the date of
settlement (T+3), or if it is not practicable to do so on T+3, at any time thereafter.
HKSCC may also impose fines from T+2 onwards.

The CCASS stock settlement fee payable by each counterparty to a HKEXx trade is
currently 0.002% of the gross transaction value subject to a minimum fee of HK$2 and
a maximum fee of HK$'§00 per trade.

. Issued Securities

Wah Nam International currently has 3,907,435,485 Wah Nam International Shares
and 36,000,000 Wah Nam International Options on issue. If the Wah Nam
International Options are exercised, Wah Nam International's total share capital would
be 3,943,435,485 shares. Set out below is a table of all Wah Nam International
securities on issue.

Shares
Scheme
Options ~
HKS1.164 4,500,000 18 January 2011 17 January 2014
HK$1.164 2,250,000 18 January 2012 17 January 2014
HK$1.164 2,250,000 18 January 2013 17 January 2014
HK$1.24 |. 27,000,000 11 February 2011 10 February 2014

As at the date of this Bidder's Statement, Wah Nam International has a market
capitalisation of approximately A$814.6 million.

Béneﬁc_ial Substantial Shareholders of Wah Nam International

The following information is based on information filed with the HKEx by substantial
shareholders who own a disclosable interest (a beneficial interest of 5% or more) in
Wah Nam International under Hong Kong law. The information has been updated to
take into account recent Wah Nam International Share issues:

Leadmg Highway Cheng Yung Pun 440 500 000 11.27
Limited _

. Shimmer Expert Zhang Li 279,548,000 7.15
Investments Limited
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Villas Green

investments Limited Chong Yee Kwan 257,760,000 6.60
Smartpath Tan Lini 204,752,000 524
Investments Limited -

Prideful Future Luk Kin Peter Joseph 199,456,276 510

Investments Limited and Associates
and Equity Valley
investments Limited

Recent performance of Wah Nam International Shares

The closing price of Wah Nam International Shares on the HKEx on 9 November 2010
{being the last full trading day before the date of this Bidder's Statement) was
HK$1.63 per Wah Nam International Share.

The highest recorded closing‘ price of Wah Nam International Shares o.n the HKEx in
the 4 months before the last trading day before the date of this Bidder's Statement
was HK$1.80 per Wah Nam International Share on 12 and 13 October 2010,

The lowest recorded closing price of Wah Nam International Shares on the HKEX in
the 4 months before the last trading day before the date of this Bidder's Statement
was HK$1 .31 per Wah Nam [nternational Share on 16 July 2010.

The following graph sets out the closing prices of Wah Nam International Shares on
the HKEXx over the 12 months to @ November 2010

Figure 9 : Wah Nam International 12 Month Share Price Performance
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Rights and Liabilities of Wah Nam International Shares

The Wah Nam International Shares offered to FerrAus Shareholders under the Offer
will be issued fully paid and, from the date of their issue, will rank equally with existing
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Wah Nam International Shares and will have the same rights and liabilities attaching
to them.

The rights and liabilities attaching to Wah Nam International Shares are set out in the
Bye-laws. The following paragraphs contain a summary of the principal rights and
liabilities attaching to the Wah Nam International Shares FerrAus Shareholders will
receive. This summary does not purport to be exhaustive or to constitute a definitive
statement of the rights and liabilities of holders of Wah Nam International Shares,
which can involve complex questions of law arising from the interaction of the Bye-
laws and statutes, common law, the ASX Listing Rules and the HKEX Listing Rules
requirements. FerrAus Shareholders who wish to obtain a definitive assessment of
the rights and liabilities which attach to the Wah Nam International Shares they will
receive in any specific circumstances should seek their own advice.

Voting

At a general meeting of Wah Nam International, subject to any special rights,
privileges or restrictions as to voting for the time being attached to any class or
classes of Wah Nam International shares, each Wah Nam International Shareholder
present in person or by proxy, attorney or representative has ohe vote on a show of
hands and on a poll, has one vote for each Wah Nam international Share held.
Resolutions put o the vote at general meeting shall be decided on a show of hands
unless a poll is required under the ASX Listing Rules or the HKEX Listing Rules or
demanded by the Chairman or eligible members in accordance with the Bye-laws.

Dividends and reserves

Wah Nam International, in general meeting, may from time to time determine that a
dividend is payable and the method of payment (a dividend may be paid to Wah Nam
International Shareholders or declared on the share capital of Wah Nam
International). Dividends may only be paid out of the profits or reserves of Wah Nam
international, subject to the Companies Act, and no dividend shall be declared in
excess of the amount recommended by the board. Interest is not payable by Wah
Nam International on any dividend.

lssue of further securities

Subject to the ASX Listing Rules, the HKEX Listing Rules and the Companies Act, the
directors may at any time allot or otherwise issue or grant options over Wah Nam
International Shares on such terms and subject to such conditions as they think fit, but
so that no Wah Nam International Shares shall be issued at a discount to its par
value. Subject to the ASX Listing Rules, the HKEX Listing Rules and the Companies
Act, Wah Nam International directors may also at any time issue warrants conferring
the right upon holders to subscribe to any class of shares or securities in the capital of
Wah Nam International on such terms as they think fit.

Transfer of shares

A Wah Nam International Shareholder may freely transfer any or all of their Wah Nam
International Shares, subject o the registration of the transfer not resulting in a
contravention of or failure to observe the provisions of the applicable Bermudan law.
Wah Nam International has obtained a broad consent from the BMA which gives
permission for the transfer of Wah Nam International Shares between non-residents
of Bermuda without specific approval of the BMA so long as the Wah Nam
International Shares are listed on an "Appointed Stock Exchange" (which includes the
ASX and the HKEx).
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Transfers of Wah Nam International Shares may be, by a proper transfer, effected in
accordance with the ASX Settlement Operating Rules, by an instrument of transfer in
any usual form or in any other form approved by the Board, the ASX or the HKEX that
is otherwise permitted by law. Wah Nam International must not refuse, hinder or
obstruct the registration of a transfer of Wah Nam International Shares, unless
otherwise permitted or required under the ASX Listing Rules or the HKEX Listing
Rules.

Alteration of capital

Subject to the ASX Listing Rules and the HKEXx Listing Rules, except where a special
resolution is specifically required, Wah Nam International may from time to time and in
accordance with section 45 of the Companies Act alter the capital of Wah Nam
international by ordinary resolution by Wah Nam Enternatsonal Shareholders in general
meeting.

Wah Nam International may, by special resolution, reduce its share capital, any
capital redemption reserve fund or any share premium account or other distributable
reserve in any manner authorised and subject to any conditions prescribed by law.

Variation of class rights

Subject to the ASX Listing Rules and the HKEXx Listing Rules, if at any time the share
capital of Wah Nam International is divided into different classes of shares, the rights
attached to any class (unless otherwise provided by the terms of issue of the shares
of that class) may not be varied without the written consent of the hoider of 75 per
cent of all Wah Nam International Shares of that class or a special resolution being
issued by the holders of all Wah Nam international Shares of that class at a separate
general meeting.

The quorum for a separate general meeting to vary class rights is constituted by two
persons who together hold or represent by proxy not less than one-third in nominal
value of the issued shares in that class.

Generai meeting and notices

An Annual General Meeting shall be held each year. Wah Nam International
Shareholders must be given at least 21 days' notice. :

Special general meetings may be convened by Wah Nam International Shareholders
holding not less than one tenth of the paid up capital of Wah Nam International, by
written requisition to the directors or the company secretary. The directors may call a

special general meeting whenever they think fit. Wah Nam International Shareholders -

must be given at least 21 days' notice in writing before a general meeting, at which it
is proposed to pass a special resolution, may be held. Any other special general
meeting shall be called by at least 14 days' notice in writing. Notice must specify the
place, the day and the hour of meeting and, in the case of special business, the
general nature of that business. Notices or any other document to be given to Wah
Nam International Shareholders may be delivered either:

. personally or by post, or alternatively
. by advertisement in a newspaper or publication on Wah Nam International's

website together with a notice to Wah Nam International Shareholders
stating that such information is available.
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Each Wah Nam International Shareholder entitied to vote at a general meeting may
vote in person or by proxy appointed in accordance with the Bye-laws. A Wah Nam
International Shareholder holding two or more shares may appoint more than one
proxy to attend on the same occasion. A proxy need not be a member of Wah Nam
International. No business may be transacted at any genéeral meeting unless a
guorum is present within 30 minutes after the time appointed for the general meeting.
Two Wah Nam International Shareholders present in person, by proxy constitute a
guorum at a general meeting.

Winding up

Wah Nam International may only be wound up by the court or be wound up voluntarily
by special resolution. If Wah Nam International is wound up, the surplus assets
remaining after payment to all creditors are to be divided among Wah Nam
International Shareholders in proportion to the capital paid up on the shares held by
themn. The liquidator may however, with the sanction of a special resolution, divide
among the Wah Nam International Shareholders in specie or kind, all money and
property of Wah Nam International which is to be distributed among Wah Nam
international Sharehoiders on a winding up, and may determine how such division
shall be carried out as between the Wah Nam International Shareholders or different
classes of Wah Nam International Shareholders, but so that no Wah Nam

. International Shareholder shall be compelled o accept any shares or other assets

upon which there is a liability.

Under the Companies Act, the liquidator may also, with the sanction of a special
resolution, vest any part of the asseis in trustees upon such trusts for the benefit of
Wah Nam International Shareholders.

Rights and Liabilities of Wah Nam International Scheme Options

As at the date of this Bidder Statement, there are a total of 36,000,000 Wah Nam
International Scheme Options on issue. All Wah Nam International Scheme Options
have been issued pursuant to the Share Option Scheme. A summary of the terms of
the Share Option Scheme is set out in Section 12.2.

On 18 January 2010, Wah Nam international issued 9,000,000 Wah Nam
International Scheme Options. The exercise price of each of these Wah Nam
International Scheme Options is HK$1.164. Subject to the provisions of the Share
Option Scheme not more than:

. 4,500,000 of these options can be exercised in the period'from 18 January
2011 until 17 January 2014, ‘

. 2,250,000 of these options can be exercised in the period from 18 January
2012 until 17 January 2014; and

. 2,250,000 of these options can be exercised in the period from 18 January
2013 until 17 January 2014.

On 11 February 2010, Wah Nam International issued 27,000,000 Wah Nam
International Scheme Options. The exercise price of each of these Wah Nam
International Scheme Options is HK$1.24. Subject to the provisions of the Share
Option Scheme these options can be exercised in the period from 11 February 2011
until 10 February 2014.
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All the Wah Nam international Scheme Options will lapse if they have not been
exercised by the end of their respective exercise periods.

Dividend Policy

Wah Nam International is yet to declare a dividend payment..

in future, the board of directors of Wah Nam International may declare dividends after
taking into account, among other factors, Wah Nam International's results, cash fiow,

financial condition, operating and capital requirements, amount of distributable
reserves, the Bye-laws and other rules and regulations.
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Information on FerrAus

Disclaimer

The information in this Section 5 concerning FerrAus has been prepared based on a
review of publicly available information (which has not been independently verified).
Neither Wah Nam Australia, Wah Nam International, nor any of their respective
directors, officers or advisers, subject to the Corporations Act, make any
representation or warranty, express or implied, as to the accuracy or completeness of
such information. ‘

The information on FerrAus in this Bidder's Statement should not be considered

- comprehensive.

In addition, the Corporations Act requires the FerrAus directors to provide a target's
statement to FerrAus Shareholders in response to this Bidder's Statement setting out
material information concerning FerrAus.

History and Overview of FerrAus

FerrAus is an ASX-listed Australian iron ore development company with a market

- capitalisation of approximately A$174.8 million as at 9 November 2010.

FerrAus was incorporated on 6 July 2001 as Metals Quest Australia Limited for the
purpose of compiling a portfolio of gold and base metals projects for exploration. On
10 November 2003, the company changed its name to NiQuest Limited. On 21
December 2005, following the acquisition of its current iron ore projects the company
changed its name to FerrAus Limited. FerrAus' main focus is the development of the
FerrAus Pilbara Project.

Overview of FerrAus' Projects

FerrAus Pilbara Project

Background

The FerrAus Pilbara Project is located northwest of Robertson Range and 35
kilometres east of BHP's mining operations and rail infrastructure at Jimblebar. The

FerrAus Pilbara Project is a combination of the Davidson Creek Iron Ore Project, the
Robertson Range Iron Ore Project and the Murramunda Iron Ore Project.

Highlights

» Completion of a scobing study.

. Commencement of a pre-feasibility study.

. Pre-feasibility study and definitive feasibility study due for completion by

November 2010 and early 2011, respectively.
Resources |
The JORC Code compliant Mineral Resource at the FerrAus Pilbara Project totals

316.3 million tonnes, with 210.7 million tonnes of higher grade resource and 105.6
million tonnes of medium grade resource.
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. Table 3: High Grade Mineral Resources {+55% Fe)

Robertson Measured 23.4 58.83 2.7 4.54 0.109 7.69
Range

Indicated 20.7 58.88 2.99 5.40 0.104 6.48

Inferred 10.6 58.11 3.37 6.58 0.087 6.15

TOTAL 54.6 58.79 2.94 5.26 0.108 6.93

Davidson Measured 9.5 58.10 2.83 4.31 0.078 9.12
Creek : ‘

' Indicated 91.6 58.70 2.43 4.44 0.082 8.63

Inferred 55.0 57.96 2.67 4.92 0.100 8.72

TOTAL 156.1 58.40 2.54 4.60 0.088 8.69

TOTAL (+55% Fe) 210.7 §8.50 2.64 4.77 0.092 . 8.23

Table 4: Medium Grade Inferred Mineral Resources (50-55% Fe)

nnes (Mt) | 203 (%) Si02
Robertson Range 16.2 53.00 5.40 8.51 0.123 8.85
Davidson Creek 89.4 53.21 512 8.38 0.080 9.32
TOTAL 105.6 53.18 5.17 8.40 0.086 9.25

Project Development

On 24 February 2010, FerrAus completed a positive scoping study on the FerrAus
Pilbara Project and as a result, commenced the pre-feasibility study.

FerrAus aims to complete the pre-feasibility study in November 2010 and definitive
feasibility study by early 2011. In addition to the pre-feasibility study, FerrAus' core
activities are the completion of infill drilling activities, metallurgical test work, hydrology
studies, environmental studies, process flow design, regulatory approvals and
technical marketing of the product. '

Port and rail infrastructure

The development and success of the FerrAus Pilbara Project is heavily dependent on
access to rail and port infrastructure to economically transport the ore to future
customers. For port infrastructure, FerrAus has partnered with Brockman Resources
and Atlas Iron Limited to form the NWIOA, a group that has secured the rights to
construct a 50 million tonnes per annum berth at Port Hedland. The NWIOA has also
been successful with regard to progressing rail infrastructure access, with the ACCC
granting NWIOA interim authorisation to engage in collective negotiations with the
providers of rail infrastructure in the Pilbara region.

The two rail infrastructure options available to FerrAus are:

. the construction of a spur line to, and negotiation of haulage on, BHP's rail
infrastructure; and

. the construction of a spur line to, and negotiation of access to or haulage on,
FMG's rail infrastructure
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5.4

5.5
(a)

Enachedong

Enachedong is located approximately 200 kilometres north east of Newman and 60
kilometres south of the manganese mining operation at Woodie Woodie, Western
Australia. The project is prospective for manganese mineralisation.

Directors and senior managers

As at the date of this Bidder's Statement, the FerrAus directors are as follows:

. Mr Robert James Sydney Greenslade (Non-Executive Director);

Mr John Anthony Nyvit (Chairman),

Mr James Arthur Wall (Non-Executive Director),

Mr Joe Singer (Non-Executive Director),

Mr Bryan Oliver (Execﬁtive Director); and

. Mr Guoping Liu (Non-Executive Director).

As at the date of this Bidder‘s Statement, FerrAus' senior executive team is as follows:
» | Mr Christopher Hunt (Chief Financial Officer and Company Secretary); and
. Mr Peter Brookes (Exploration Manager).

FerrAus securities on issue

Issued Capital

According to documents provided by FerrAus to the ASX, as at the date of this
Bidder's Statement, FerrAus' issued securities consisted of:

Ordinary Shares 205,700,890

Options
A$0.25 3,000,000 17 March 2011
A%$0.40 200,000 07 June 2011

. A$0.75 300,000 13 October 2013
A$1.35 _ 400,000 08 November 2012
A$1.15 . 1,200,000 31 December 2011
A$0.75 500,000 - 1 17 January 2013
A$1.00 500,000 17 January 2013
A$1.25 500,000 17 January 20113
A$1.25 : 75,000 2 November 2013
A$1.00 50,000 2 November 2013
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A$1.00 500,000 27 April 2012
A$1.00 300,000 28 April 2011

Performance 7,500,000
Shares Class B ‘

(b) Substantial shareholders

Based on substantial holder notices lodged with the ASX up to and including 9
November 2010, the substantial shareholders in FerrAus are as follows:

Wah Nam Australia 40,319,648 _ 19.90
Joe Singer / John Anthony Nyvit/ 11.72
Penfold Limited 23,756470
China Ra}i!way Materials Commercial 265 946 417 12.61
Corporation
Western Mining Co Litd ‘ 15,145,892 7.47
5.6 Dealings in FerrAus Shares
{(a) Wah Nam Australia's 19.90% Relevant Interest in FerrAus Shares and voting
power

As at the date immediately before the first Offer was sent, Wah Nam Australia had a
Relevant Interest in 40,934,400 FerrAus Shares, giving it 19.90% of the fotal voting
power in FerrAus.

() Prices paid for FerrAus Shares by Wah Nam Australia
Except as set out below, during the 4 months before the date of the Offer, neither

Wah Nam Australia nor any Associate of Wah Nam Australia provided, or agreed to
provide, consideration for a FerrAus Share under a purchase or agreement.

12 July 2010 570,803 0.849
19 July 2010 369,095 0.852
29 July 2010 293,104 | - 0.859
30 July 2010 1,560,534 0.820

2 August 2010 25,000 0.820

4 August 2010 30,067 , 0.820

5 August 2010 16,000 0.820
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57

6 August 2010 100,890 0.835

9 August 2010 93,060 0.855

10 August 2010 741,911 0.840

11 August 2010 97,752 0.820

12 August 2010 119,210 0.800

13 August 2010 457,435 0.800

23 August 2010 617,110 0.757

24 August 2010 91,854 0.760

268 August 2010 100,000 0.750

30 August 2010 72,675 0.743

13 September 2010 340,437 0.799
14 September 2010 994,350 0.800
15 September 2010 846,510 0.797
16 September 2010 754,458 0.849
17 September 2010 470,476 0.847
20 S_eptember 2010 165,100 0.849
21 September 2010 12,000 0.840
22 September 2010 672,188 0.850
21 October 2010 227,752 0.770

25 October 2010 387,000 0.790

No Escalation Agreements

Neither Wah Nam Australia nor any Associate of Wah Nam Australia has entered into -

any escalation agreement that is prohibited by section 622 of the Corporations Act.

No Collateral Benefits

During the 4 months before the date of the Offer, neither Wah Nam Australia nor any
Associate of Wah Nam Australia gave, or agreed to give, a benefit to another person

which was likely to induce the other person, or an Associate of the other person to:

. accept the Offer; or

.« dispose of FerrAus Shares,

and which is not offered to all FerrAus Shareholders under the Offer.

FerrAus Balance Sheet

The table below is a consolidated statement of financial position of FerrAus as at 30

June 2008 and 30 June 2010.
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ASSETS

Current assels

Cash and cash equivalents 28,612,000 14,568,574
Trade and other receivables 1,411,256 193,741
Other current assels 16,854 13,389
Totai Current Assets 31,040,300 14,775,704
Non-current assets

Property, plant and equipment 1,867,775 2,087 457
Exploration and evaluation assefs 55,239,513 41,544 076
Total Non-Current Assets 57,207,288 43,631,833
TOTAL ASSETS 88,247,588 . 58,407,237
LIABILITIES

Current Liabilities

Trade and other payables 3,217,025 698,439
Short-term provisions 132,699 126,361
Total Current Liabilities 3,350,624 824,800
Non-current liabilities

L.ong-term provisions 11,173 4,732
Total Non-Current Liabilities 11,173 4,732
TOTAL LIABILITIES 3,361,797 829,532
NET ASSETS 84,885,791 57,577,705
EQUITY

issyed capital 98,595,731 63,271,371
Reserves . 2,976,392 2,702,745
Retained earnings {16,686,332) (8,396,411)
TOTAL EQUITY 84,885,791 57,577,705
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6.2

The Combined Group
Approach

This Section 6 provides an overview of the profile of the Combined Group and the
effect of the Offer on Wah Nam International.

The Brockman Resources Offer

On 10 November 2010, Wah Nam Ausfralia announced its intention to make an off-
market takeover offer for all the ordinary shares in Brockman Resources.

Brockman Resources is a company which also has interests in-iron ore exploration
projects in the Pilbara region of Western Australia. Wah Nam Australia believes, if the
Brockman Resources Offer is successful, that the Brockman Resources business will
further Wah Nam Australia's strategy to become a developer of strategic mining
assets in politically stable, mineral résource-rich countries and will strengthen the
Combined Group's interest in iron ore exploration projects in the Pilbara region of
Western Australia.

The takeover bid for Brockman Resources is the subject of a bidder's statement which
was lodged by Wah Nam Australia with ASIC on or about the date of this Bidder's
Statement.

The Brockman Resources Offer implies a value of approximately A$6.47 per
Brockman Resources Share and represents a premium of 42.8% to the closing price
of Brockman Resources Shares on the day before the Announcement Date.

The Brockman Resources Offer and the Offer are not interconditional. This means
that the Offer will not be affected by the success or otherwise of the Brockman
Resources Offer.

The Brockman Resources Offer is subject to similar conditions to the Offer, including,
amoeng others:

) approval of the requisite majority of Wah Nam International Shareholders to
acquire all of the Brockman Resources Shares not already owned by Wah
Nam Australia and fo allot and issue the Brockman Resources '
Consideration Shares;

. - approval of the HKEX for the quotation of the Brockman Resources
Consideration Shares;

e approval of the ASX for Wah Nam International to be admitted to the ASX

and the quotation of Wah Nam International Shares on the ASX; and

] “at the end of the Offer Period, Wah Nam Australia having a Relevant
Interest in more than 50% of the Brockman Resources Shares.

VWah Nam Australia may declare the Brockman Resources Offer free from the
minimum acceptance condition in accordance with the Corporations Act.
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6.3

6.4

6.5
(a)

Disclaimer

The information in Sections 6.4 and 6.5 concerning Brockman Resources has been
prepared based on a review of publicly available information (which has not been
independently verified). Neither Wah Nam Australia, Wah Nam International, nor any
of their respective directors, officers or advisers, subject to the Corporations Act,
make any representation or warranty, express or implied, as to the accuracy or
completeness of such information.

The information on Brockman Resources in this Bidder's Statement éhould not be
considered comprehensive.

Profile of Brockman Resources

Brockman Resources is an ASX-listed Australian iron ore development company with
a market capitalisation of approximately A$647.4 million as at 9 November 2010.

Brockman Resources was originally listed on the ASX on 17 August 2004 as Yilgarn
Mining Lid and was renamed to Brockman Resources Limited to reflect the company's
strategic decision to position itself as an iron ore developer. Brockman Resources’
main focus is the development of the Marillana Project.

Overview of Brockman Resources' Projects
Marillana Project
Background

The Marillana Project is Brockman Resources' principal project and is located in the
Hamersley Iron Province 100 kilometres north west of Newman. The Marillana
Project covers an area of 96 square kilometres and is held by a wholly owned
Subsidiary of Brockman Resources. Brockman Resources has reported that the
Marillana Project contains a JORC Code compliant Ore Resource of 1,001.2 million
tonnes of detrital ore grading 42.36% Fe, and 48.5 million tonnes of channel iron
deposit ore grading 55.5% Fe.

Highlights

. Completion of a definitive feasibility study.

. Environmental scoping document ¢ompieted and public review period
closed. ‘

» After the execution of Native Title mining agreements in December 2009,

the mining lease was granted for the Marillana Project in January 2010.
. "~ Successful metallurgical test work confirmed the technical viability of

beneficiating the Marillana Project's detrital hematite resource to final
product iron grade range of 60.5%-61.5%.
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Reserves

The JORC Code compliant Ore Reserve at the Marillana Project totals 1,049.7 million
tonnes, with 1,001.2 million tonnes of detrial ore (Table 5) and 48.5 million tonnes of
direct shipping ore (Table 6).

Table 5: Marillana Dgt_ﬁtaf

Proven ‘ 1332 41.55
Probable ‘ 868.0 ‘ 42.48
TOTAL 1,001.2 . 42.36

Table 6: Marillana CID Ore _R_

Probable 37 | 53 0.09
TOTAL 3.7 53 0.09
Project Development

‘The Brockman Resources board decided to progress the Marillana Project as a long-
life operation to achieve economies of scale. In December 2008, Brockman
Resources contracted Ausenco Lid for the purposes of completing a pre-feasibility
study on the development of the Marillana Project. The pre-feasibility study was
completed and announced to the market on 10 August 2009 and confirmed the
technical and financial robustness of a conventional mining and processing operation
at the Marillana Project.

As a result of the positive pre-feasibility study, a definitive feasibility study for the
Marillana Project commenced in September 2009 and was completed and announced
to the market on 29 September 2010.

Port and rail infrastructure required to progress development of the Marillana Project
The development _and success of the Marillana Project is heavily dependent on
access to rail and port infrastructure to economically transport the ore to future
customers. o

For port infrastructure, Brockman Resources has partnered with FerrAus and Atlas
Iron Limited to form the NWIOA, a group that has secured the rights to construct a 50
million tonnes per annum berth at Port Hedland. The NWIOA has also been
successful with regard to progressing rail infrastructure access, with the ACCC
granting NWIOA interim authorisation to engage in collective negotiations with the
providers of rail infrastructure. in the Pilbara region.

_ Rail infrastructure options available to Brockman Resources are:

. the negotiation of haulage on BHP's rail infrastructure;

. the construction of a spur line to, and negotiation of access to or haulage on,
FMG's rail infrastructure; and

. construction of an independent, 'end-to-end’ rail line.
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Other iron ore projects

Brockman Resources also owns the Duck Creek, West Hamersley, Mt Stuart and
Ophthalmia iron ore projects in the West Pilbara region of Western Australia.
Brockman Resources has planned exploration programs for a number of these
projects but to date has not delineated any JORC Mineral Resources or JORC Ore
Reserves at these projects. o

Other projects
Irwin-Coglia Nickel-Cobalt Laterite Project.

Brockman Resources has a 40% interest in the Irwin—Coglia nickel-cobalt laterite Joint
Venture located 150 kilometres south east of Laverton in Western Australia. The
remaining 60% interest in the Joint Venture is held by Murrin Murrin Holdings Pty Lid
and Glenmurrin Pty Ltd. Since establishing the Joint Venture, the co-venturers have
completed extensive drilling programs and reported an Indicated Mineral Resource at
Irwin-Coglia of 16.8 million tonnes grading 1.07% Ni and 0.14% Co.

Profile of Combined Group

If the Offer is successful, FerrAus Shareholders will receive Wah Nam International
Shares in exchange for their FerrAus Shares. Similarly, if the Brockman Resources
Offer is successful, Brockman Resources Shareholders will receive Wah Nam
International Shares in exchange for their Brockman Resources Shares. On
completion of the Offer and the Brockman Resources Offer all Wah Nam International
Shareholders (including FerrAus Shareholders who have accepted the Offer and
Brockman Resources Shareholders who have accepted the Brockman Resources
Offer) will be shareholders in the Combined Group.

The proposed merger of FerrAus, Brockman Resources and Wah Nam International
will, if successful, combine three highly complementary asset portfolios, market
positions, management teams and technical skili sets. FerrAus, Brockman Resources
and Wah Nam International will continue their current business strategies and
operations from within the Combined Group.

Operations of the Combined Group

The Combined Group will consist of a combination of Wah Nam International's
existing operations, FerrAus' existing operations and Brockman Resources ' existing
operations.

Effect of the acquistions on Wah Nam International
General effect of acquisitions

Wah Nam International plans to be a developer of strategic mining assets in politically
stable, mineral resource-rich countries. The Offer and the Brockman Resources Offer
represents a significant step for Wah Nam International in achieving this plan. If the
Offer and the Brockman Resources Offer are successful, to Wah Nam International's
knowledge, it will be the only HKEX listed company developing a significant Australian
hematite iron ore deposit.

Effect of acquisitions' on Wah Nam International's capital structure
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If the IPO is oversubscribed and the Offer and the Brockman Resources Offer are
accepted by all FerrAus Shareholders and Brockman Resources Shareholders, based
on the number of Wah Nam International Shares, FerrAus Shares and Brockman )
Resources Shares on issue as at 9 November 2010, Wah Nam International will have
8,228,006,805 fully paid shares on issue, of which:

L J

088,508,040 (representing approximately 12.0% of the total fully paid
ordinary shares on issue following the IPO being oversubscribed, 100%
acceptance of the Offer and the Brockman Resources Offer) will represent
shares issued to accepting FerrAus Shareholders; and

3,316,972,380 (representmg approximately 40.3% of the total fully paid
ordinary shares on issue following the IPO being oversubscribed, 100%
acceptance of the Offer and the Brockman Resources Offer) will represent
shares issued to accepting Brockman Resources Shareholders.

Further, if all holders of:

FerrAus options were to exercise their options and subsequently accept the
Offer for their FerrAus Shares; and

Brockman Resources options were {0 exercise their options and
subsequently accept the Brockman Resources Offer for their Brockman
Resources Shares, ‘

Wah Nam International will have 8,464, 856,805 fully paid ordinary shares on issue, of

which;

»

1,033,748,940 (representing approximéteiy 12.2% of the total fully paid
ordinary shares on issue following the PO being oversubscribed, 100%
acceptance of the Offer and the Brockman Resources Offer) will represent

shares issued to accepting FerrAus Shareholders; and

3,508,672,380 (representing approximately 41.5% of the total fully paid
ordinary shares on issue following the IPO being oversubscribed, 100%
acceptance of the Offer and the Brockman Resources Offer} will represent
shares issued to accepting Brockman Resources Shareholders.
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Corporate Structure of the Combined Group

Wah Nam Inlernational Holdings
Limited
(Bermuda}

100% 100% [ 100% 100%

Wah Nam: international Wah Nam lron Ore Perryvile Group L

(FK) Limited Company Limited Limited Goiden ((SB'“’G}‘)* Limited
{HK) (Bvi} (BVI)
$00% | 160%
100% 160%
Wah Nam Internalionat Airport Shuttle Service Parkiane Limousine Smart Year
Austratia Pty Ltd Limited Service Limited Investments Limited
(Australia) (HK) {(HKW™ {BvH

E oot

Ferchus Limited
(Australia)

Brockman Resources
Limiled
(Ausiralia}

Luchyn Xingtai Mining
Co, Lid
(PRCY™

100% 100% 100% | 100% 100%

Austrafian Manganese Pty
itd
{Austraiia}

Brockman £xploration
Py Ltd
(Australia)

Brockman fron Ply 1.4d
(Australia)

Brockman Fast Pty Ltd

Yilgarn Mining {WA} Pty
L (Australia)

{Austratia)

* Parklane Limousine Service Limited (HK) has a number of wholly owned subsidiaries nof shown i this diagram.
** English name is for ientification purpose only

6.10

6.11

Pro-forma historical financial information for the Combined Group

This Section 6 contains pro-forma financial information for the Combined Group,
reflecting the aggregated businesses of Wah Nam International, FerrAus and
Brockman Resources. This.information is presented on a pro-forma basis only, and
as a result it is likely that this information will differ from the actual financial information
for the Combined Group.

The Combined Group financial information has been prepared for the following
scenarios:

. the 1PO is oversubscribed and FerrAus becomes a wholly-owned Subsidiary
of Wah Nam International following completion of the Offer and completion
of the Brockman Resources Offer; and

. the IPO is oversubscribed and FerrAus and Brockman Resources become
wholly-owned Subsidiaries of Wah Nam International following completion
of the Offer and completion of the Brockman Resources Offer.

Basis of preparation of pro-forma financial information

The pro-forma financial information and notes have been prepared by Wah Nam
International and based on the unaudited financial statements of Wah Nam
international and the audited financial statements of FerrAus and Brockman
Resources as at 30 June 2010 after adjustment for the actual and assumed
transactions set out in Section 6.13.
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6.12
(a)

The unaudited and audited historical financial information has been prepared by each
of Wah Nam International, FerrAus and Brockman Resources in accordance with the
International Financial Reporting Standards.

The pro-forma financial information is presented in abbreviated form and does not
contain all the disclosures that are usually provided in an annual report in accordance
with the Corporations Act and does not take into account any transactions by the
respective companies subsequent to 30 June 2010, other than as described in
Section 8.13. The pro-forma balance sheet has not been audited and may be subject
to changes arising from an audit process if an audit was undertaken.

The pro-forma financial information presented in this Bidder's Statement is for
ilustrative purposes only. it does not in any way suggest the likely financial results or
conditions of the Combined Group in the future should the Offer and the Brockman
Resources Offer complete.

The Investigating Accountant's Report in respect of the pro-forma balance sheets is
set out in Section 11.

Pro-forma unaudited consolidated balance sheet as at 30 June 2010

The IPO is oversubscribéd and FerrAus becomes a wholly-owned Subsidiary of
Wah Nam International following completion of the Offer and completion of the

Brockman Resources Offer

9,148

Wah Nam as at  Subsequent  Acguisition Pro-forma Pro-forma
30 Jun 2010 events of FRS as al  Adjusiments Enlarged
30 Jun 2010 Group as at 30
Jun 2010
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Non-current assets
Mining right 835,571 - - - 835,671
Property, plant and-equipment 83,652 - 15,349 - 98,901
Exploration and evaluation assets - - 430,868 - 430,868
Goodwill 11,405 - - - 11,405
Intangible asset 12,018 - - 1,351,670 1,363,688
Available-for-sale investments 707,688 706,669 - {271,385) 1,142,963
beferred income tax assets 337 - - - 337
Other non-current assets 8,997 - - - 8,997
. 1,659,669 708,669 446,217 1,080,275 3,892,830
Current assets .
Inventories 8,580 - - - 8,590
Trade receivables 26,530 - 233 - 28,763
Other receivables, deposits and 16,781 - 14,907 - 21,688
prepayments
Amount due from a related party 1,783 - - - 1,783
Financial assets af fair value through 3,187 . - - - 3,187
profit or loss
Restricted cash 5,200 - - - 5,200
Cash and cash eguivalents 124,434 9,146 230,974 130 364,684
180,505 242,114 130 431,885
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Current liabilities

Trade payables

Other payables and accrued charges
Amounis due to related companies

Bank borrowings due within one year

Obligations under finance leases

Net current assets

Total assets less current liabifities

Capital and reserves
Share capital

Reserves

Equity attributable to equity holders

of the Company

Minority interest

Total equity

Non-current liabilities
Obligations under finance leases
Amount due to a reiated party
Convertible notes

Deferred income tax liabilities

Provisions

(b)

9,195 - 14,888 . 24,083
39,542 - 11,247 - 50,789
7,107 . - - 7.407
43,241 - - . 43,241
2,211 - - - 2,211
101,296 - 26,135 . 127,431
79,209 9,146 215,979 130 304,464
1,738,878 715,815 662,196 1,080,405 4,197,204
372,044 17,800 769,047 (664,172) 495,619
1,184,842 698,015 (106,938) 1,744,577 3,520,496
1,557,786 715,815 662,109 1,080,405 | 4,016,115
80,836 ) - - 80,836
1,638,622 715,815 662,109 1,080,405 4,096,951
1,612 - - - 1,612
28,745 . . - 28,745
69,422 - - - 189,422
477 - 87 - 564
100,256 - 87 - 100,343
1,738,878 715,815 662,196 1,080,405 4,197,294

The PO is oversubscribed and FerrAus and Brockman Resources become

wholly-owned Subsidiaries of Wah Nam International following completion of
the Offer and completion of the Brockman Resources Offer

Non-current assets

Mining right -

Property, plant and equipment
Exploration and evaluation assets
Goodwill

Intangible asset

- Availablie-for-sale investments
Deferred income ax assels

QOther non-current assets

Current asseis

Wah Namas Subsequent  Acquisition  Acquisition  Pro-forma Pro-forma

at 30 Jun evenis of BRMas of FRS as Adjustments  Enlarged

2010 at 30 Jun at 30 Jun Group as
2010 2010 at 30 Jun 20140

HMK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'00¢

835,671 - - - - 835671

83,552 - 2,528 15,349 - 101,429

- - - 430,868 - 430,868

11,405 - - - - 11,405

12,018 - - 7,771,584 7,783,602

707,689 706,669 - - (1,414,358) -

337 - - - - 337

8,997 - 2,406 - - 11,403

1,659,669 706,669 4,934 446,217 6,357,226 9,174,715
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triveniories 8,580 - - - - 8,580

Trade receivables 26,530 - - 233 . 26,763

Other receivabies, deposits and 16,7681 - 6,111 10,807 - 27,799

prepayments

Amount due from a related pary 1,783 - - - - 1,783

Financial assets at fair value 3,187 - 858 - - 4,045

through profit or loss

Restricted cash ' 5,200 . . - - 5,200

Cash and cash equivalents 124,434 9,146 657,021 230,974 (18,270} 1,003,305
180,505 9,146 663,990 242,114 (18,270) 1,077,485

Current liabilities

Trade payables 9,105 - - 14,888 - 24,083
Other payables and accrued . 39,542 - 31,232 11,247 - 82,021
charges .
Amounts due to related Companies 7,107 - " - - 7,107
Bank borrowings due within one -+ 43,241 - - - - 43,241
year
Obligations under finance leases 2,211 - . - - - 2,211
101,296 - 31,232 26,135 - 158,663
Net current assets 79,209 8,146 632,758 215,979 (18,270) 918,822
Total assets less current 1,738,878 716,815 " 637,602 662,196 6,338,956 10,093,537
liabilities

Capital and resetves :
Share capital 372,944 17,800 1,003,385 766,047 (1,318,700) 846,486

Reserves 1,184,842 698,015 {366,479) (106,938) 7655856 - 9,065,096
Equity aftributable to equity 1,657,786 715,815 636,916 662,109 6,338,956 9,911,582
hotders of the Company ‘

Minority interest 80,6836 - - Lo ) - ' 80,836
Total equity 1,638,622 715,815 636,916 662,109 6,338,956 9,992,418

Non-current liabilities

Obligations under finance leases 1,612 - - - 1,612

Amount due fo a related party 28,745 - - - 28,745

Convertibie notes - B - “ -

Deferred income tax liabilities 69,422 - - - : 69,422

Provisions 477 - 776 87 - 1,340
100,256 : 776 - 87 T 101,119
1,738,878 715,815 637,692 662,196 6,338,956 10,093,537

6.13 Pro-forma assumptions and adjustments

The pro-forma balance sheets post issue under the various scenarios are set outin
Section 6.12. These have been prepared based on FerrAus’ and Brockman
Resources' audited financial statements and Wah Nam International's unaudited
financial statements as at 30 June 2010 and the transaction events relating to the
issue of Wah Nam International Shares pursuant to the Offer, the Brockman
Resources Offer and the Prospectus.

The following assumptions have been made in preparing the pro-forma balance sheet:
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an exchange rate of HK$7.80 to A$1.00;
the value of a Wah Nam International Share being HK$1.69;

the issue of 6 Wah Nam International Shares for each FetrAus Share held
pursuant to the Offer;

the issie of 30 Wah Nam Intemational Shares for eaéh Brockman
Resources Share held pursuant to the Offer;

the issue of 15 million Wah Nam International Shares pursuant to the

- Prospectus at an issue price of A$0.20, raising A$3 million before costs;

costs associated with the issue of Wah Nam International Shares:

. assuming the IPO is oversubscribed and the Offer and the
Brockman Resources Offer are successful, of HK$40.5 million;

. assuming the IPO is oversubscribed - and the Brockman
' Resources Offer is successful, of HK$32.9 million;

. assuming the IPO is oversubscribed and the Offer is successful,
of HK$22.1 million; and

. assuming the 1PO is oversubscribed and neither the Offer nor the
Brockman Resources Offer are successful, of HK$14.5 million;

the accounting policies adopted by each company have been applied.
Following acquisition, Wah Nam International will apply consistent policies -
across the Combined Group; and '

the balance sheets of FerrAus and Brockman Resources are based on the
latest audited financial statements as at 30 June 2010, updated for any
significant subsequent events obtained from publicly available information.

An intangible asset has been recognised for the excess of the purchase consideration
over the net assets of FerrAus and Brockman Resources. Upon control being
achieved, a fair value exercise will be conducted whereby this amount will be
allocated to the fair value of the assets or to goodwill. it is assumed that this amount

is not impaired. Following the fair value assessment once control is gained a deferred

tax liability may be recognised, the quantum of this cannot be determined prior to
control being obtained.

Adjustment has also been made for the following subsequent events:

on 17 September 2010, Wah Nam International raised approximately
HK$204.7 million by the issue of 178 million Wah Nam International Shares;

subsequent to 30 June 2010, Wah Nam International acquired 4,513,900
Brockman Resources Shares for approximately A$17.25 million;

subsequent to 30 June 2010, Wah Nam Intérmnational acquired 10,732,825
FerrAus Shares for approximately A$8.81 million; and
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6.14

. a fair value gain of approximately HK$515 million on financial instruments
classified as available-for-sale, being Wah Nam International's shareholding
in Brockman Resources and FerrAus.

Prospects of the Combined Group

The Combined Group will be a large financially secure and growth focused company
with an expanded multi mine asset base. If both the Offer and the Brockman
Resources Offer are successful, the value of Wah Nam International Shares is likely
to be positively re-rated by the equity capital markets as a consequence of:

. enhanced global capital market and institutional investor awareness through
an anticipated increase in broker research coverage and investment in Wah
Nam International by large offshore investment funds;

. increased market capitalisation, liquidity and market presence; and

. recognition of the Combined Group's balance sheet, significant multi-mine
asset base, cash and access to an expanded range of financing and growth
options.

The combination of Wah Nam International's expertise in international capital markets
and its debt and equity raising capabilities with that of FerrAus' and Brockman
Resources' mining exploration, production and development expertise will enhance
the likelihood of the Projects commencing production as scheduled, if not sooner. if
Wah Nam International is successful in gaining majority or full control of both FerrAus
and Brockman Resources, the benefits to the Combined Group with regards to port
infrastructure, rail infrastructure, project financing and marketing of the Projects will
include the following:

Port infrastructure

FerrAus and Brockman Resources are members of the NWIOA, which is currently
working towards the completion of multi-berth facilities at Port Hedland. In addition to
FerrAus and Brockman Resources, Atlas fron Limited is also a NWIOA member
company. '

The Combined Group intends to rapidly develop the Projects, which may provide the
impetus needed for the NWIOA to proceed with the development of the NWIOA multi-
user facility and may improve the merits of the NWIOA as an attractive investment
opportunity for strategic and financial institutions. This will allow the NWIOA better
access to construction funds to complete the port construction on or before the fourth
quarter of 2013.

Rail infrastructure

As separate entities, both FerrAus and Brockman Resources will be relying on either

* BHP or FMG for access to rail infrastructure, although Brockman Resources has

recently indicated that it is working with the Western Australian Government to
progress an independent, 'end-to-end’ rail option should this be required. As the
Combined Group, sharing an independent direct railway to Port Hedland is also an
option.
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The rail options are outlined below:

. BHP haulage scenario - FerrAusand Brockman Resources will each need
to negotiate haulage on BHP's rail infrastructure with FerrAus also requiring
a spur line to BHP's rail infrastructure. The Combined Group may be in a
better position to negotiate a haulage agreement.

. FMG haulage scenario - FerrAus and Brockman Resources will each need
to build a railway spur to connect to FMG's rail infrastructure as well as
negotiate access to or haulage on the infrastructure. The Combined Group
may be in a better position to negotiate access or haulage agreements and
capital costs for the railway spur could be shared.

> - Independent railway scenario - FerrAus' and Brockman Resources'
forecasted production for the Projects may, under the Combined Group
improve the economic viability of the independent, ‘end-to-end’ railway
being studied by Brockman Resources. The Combined Group will be in a
better position to fund the significant development costs of this option.

Access to funding

The Combined Group will emerge as a larger company with a larger Mineral Resource
and potential annual production capacity than each of the companies individually.

The Combined Group's JORC Code compliant iron ore Mineral Resource currently
totals more than 1.8 billion tonnes. With such a large resource inventory, the
Combined Group may be able to position itself as a meaningful iron ore producer both
in the Pilbara region, and globally. Accordingly, the Combined Group would be in a
favourable position to obtain both equity and debt financing from strategic and
institutional investors, as well as global financial institutions.

Marketing

The Combined Group will have the capacity to mix final iron ore products from each of
the Projects, enhancing its marketing coverage with steel mills. In addition, the higher
production levels may place the Combined Group in a stronger position to negotiate
off-take agreements than Brockman Resources or FerrAus would be in as separate
entities.

Prospects of the Wah Nam International if the Offer is successful

If the Offer is sticcessful but the Brockman Resources Offer is riot, the Enlarged
Group will have similar prospects and realise similar benefits to those of the
Combined Group (as set out in Section 6.14) except as follows:

Rail Infrastructure

The Enlarged Group may still be in a better position than FerrAus alone to negotiate
haulagef/access agreements or fund the development costs of a railway spur.
However, the capital costs of an independent railway scenario may not be able to be
shared across multiple projects and therefore an independent railway may not be as
economically attractive.

Access to funding
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The Enlarged Group will still emerge as a larger company with a larger asset base
than FerrAus as a separate entity, and accordingly, the Enlarged Group may beina-
more favourable position than FerrAus alone to obtain both equity and debt financing
from strategic and institutional investors, as well as global financial institutions.
However, the Enlarged Group will not have the same potential production scale as the
Combined Group and therefore may receive less attractive financing terms than the
Combined Group would. :

Marketing
The Enlarged Group will be in a stronger position to negotiate off-take agreements
than FerrAus would be on its own due to the increased size and enhanced global

presence of the Enlarged Group, however, the Enlarged Group may not be able to
blend final products to achieve the same marketing coverage as the Combined Group.
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Risks

Introduction

The key risks that may have a material adverse impact upon the implementation of
the Offer, the future performance of the Combined Group and the value of Wah Nam
International Shares are described in this Bidder's Statement and include those risks
set out in this Section 7. The risks identified in this Section 7 are not exhaustive.

Wah Nam Australia does not give any assurances or guarantees of future
performance or profitability, or payment of dividends by, the Combined Group.
Additionally, Wah Nam Australia does not give any assurances or guarantees that the
risks set out in this Bidder's Statement will not change. There may be other material
risks which are not disclosed in this Bidder's Statement because they were not known
by Wah Nam Australia or were not considered to be material at the date of this
Bidder's Statement. Many of the risks below arising from the Offer are also inherent
within FerrAus and Wah Nam International as separate entities.

The value of the Offer to FerrAus Shareholders will depend upon the future
performance of the Combined Group and the value of Wah Nam International Shares.

- As a result, FerrAus Shareholders should carefully consider both the risks affecting

the Offer and those risks affecting the future performance of the Combined Group and
the value of Wah Nam International Shares.

FerrAus Shareholders should be aware that an investment in the Combined Group
has risks which are associated with investing in listed securities. The future dividends,
the value of the Combined Group's assets and the market value or price of the Wah
Nam International Shares quoted on the ASX and the HKEx may be influenced by

_ these and other risk factors.

Many of these factors are common to those affecting the current performance of Wah
Nam International and FerrAus. Some of the risks may be mitigated by the use of
safeguards and appropriate systems and controls. However, many risks that may
affect the Combined Group are outside the control of Wah Nam International and the

- Combined Group.

This Section 7 does not take into account the investment objectives, financial
circumstances or particular needs of individual FerrAus Shareholders. It is important
that FerrAus Shareholders carefully read this Bidder's Statement in its entirety
(particularly the risks set out in this Section 7), consider their personal circumstances
(including financial and taxation issues) and seek independent professional advice
before deciding whether to accept the Offer.

Set out below are some of the key risks that have been identified as potentially
affecting the performance of the Combined Group, the ability of the Combined Group
to pay dividends and the value of Wah Nam International Shares.

The past performance of Wah Nam International, FerrAus and Brockman Resources
is not necessarily representative of the future performance of the Combined Group or
the value of Wah Nam International Shares.

Risks relating to the Offer and the Combined Group

FerrAus and Brockman Resources information
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Wah Nam Australia has relied on publicly available information released by FerrAus
and Brockman Resources. Any inaccuracy in this information could adversely affect
the anticipated results of the Combined Group. In addition, it is possible that
additional risks may exist in relation to FerrAus' and/or Brockman Resources
businesses which are not known to Wah Nam Australia.

Minority shareholding in FerrAus

If you do not accept the Offer and the Offer becomes unconditional, you may,
depending on the level of acceptance of the Offer, become part of a minority
shareholding in FerrAus. in such case, the liquidity of the FerrAus Shares may be
materially diminished.

Market fluctuation and Exchange rate risks

FerrAus Shareholders are being offered consideration under the Offer that consists of
a specified number of Wah Nam International Shares, rather than a number of Wah
Nam International Shares with a specified market price and at a specified exchange
rate.

The market price of the consideration will fluctuate depending upon the market price
of Wah Nam International Shares. There is an ongoing risk, as exists for all shares,
that the price of Wah Nam International Shares (and therefore the value of the Offer
Consideration received by accepting FerrAus Shareholders) may fall in the future.

In addition, Wah Nam International Shares are quoted in Hong Kong dollars. As a
result, the Australian dollar value of the Offer may also be affected by exchange rate
fluctuations between the Australian and Hong Kong currencies.

Accordingly, the market value in Australia of Wah Nam International Shares at the
time you receive them may vary significantly from their market value on the date of
your acceptance of the Offer. ' '

CGT rollover relief

If the Offer becomes unconditional and Wah Nam Australia acquires less than 80% of
the FerrAus Shares, the potential for CGT rollover relief as discussed in Section 9 will
not be available. ‘

Uncertainty regarding the levei of integration that may be achievable

Wah Nam International intends, to the extent possible, to seek to integrate FerrAus'
and Brockman Resources' operations within Wah Nam International so as to
maximise operational synergies as well as efiminating a range of duplicated effort and
costs. The extent to which these synergy benefits and cost savings are realisable
depends upon a range of factors including the level of acceptances received under
the Offer. '

There is a risk that the synergies expected to arise from the combination of Wah Nam
International, FerrAus and Brockman Resources fail to materialise or take longer than
expected to materialise. Wah Nam International may incur greater than anticipated
implementation costs during the integration of the businesses of Wah Nam
international, FerrAus and Brockman Resources. This may affect the future earnings
performance of the Combined Group.

Uncertainty in dealing in the Australian Operating Environment
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Wah Nam International has been operating exclusively in the PRC and Hong Kong
since its incorporation. The operating environmerit in Australia is significantly different.
Wah Nam International may incur greater than anticipated problems in adjusting to the
operating environment in Australia and it may take longer than anticipated to become
familiar with the Australian operating environment. This may affect the future earnings
performance of the Combined Group.

Financing

The Combined Group will need fo raise additional debt or equity funds for the
development of the Projects or for other capital expenditure, further exploration or
feasibility studies or otherwise in the Combined Group's operations . There is no
assurance that Wah Nam International's Shareholders will approve the Placement
Mandate or the Combined Group will be able to obtain additional debt or equity
funding when required in the future, or that the terms associated with such funding will .
be acceptable to the Combined Group. This may have an adverse effect on the -
Combined Group's financial results. Further, any equity funding will have a dlEuttonary
effect on Wah Nam International Shareholders' holdings.

Cash position

Whilst the Combined Group is expected to have greater revenue than FerrAus and
Brockman Resources as a standalone entities, it will also have higher overall
expenditure levels due to its increased scale, operations and development and
exploration projects. There is no guarantee that the Combined Group will be able to
maintain a sufficient cash balance following the acquisition by Wah Nam Australia of
FerrAus and/or Brockman Resources.

Accounting

The Combined Group will be required to perform a fair value assessment of FerrAus'
assets and liabilities following the acquisition by Wah Nam Australia of the FerrAus
Shares. This assessment may result in increased depreciation and amortisation
charges. These charges may be substantially greater than those that would exist in
Wah Nam International and FerrAus as separate businesses. This may reduce future
earnings of the Combined Group. :

Liquidity of Wah Nam International -Shareé on the ASX
Pursuant to the Offer, Wah Nam International may issue up to 1,033,748,940 new
Wah Nam International Shares. Some FerrAus Shareholders who accept the Offer

may:

. choose to accept Wah Nam International Shares registered on the Hong
Kong Share Register; or

. not wish to continue to hold Wah Nam International Shares which they

receive and may sell them on the ASX or the HKEX.

Further, a Nominee appointed by Wah Nam Australia and approved by ASIC will be
issued any Wah Nam International Shares attributable under the Offer to Ineligible
Overseas Shareholders and will sell them in accordance with the terms of the Offer.

If a significant number of existing FerrAus Shareholders wish to hold their Wah Nam
International Shares on the HKEX register or sell the Wah Nam International Shares
they acquire under the Offer or if there is a significant number of Ineligible Overseas
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Shareholders (resulting in a significant number of Wah Nam International Shares
being sold by the Nominee), the price at which Wah Nam International Shares are
traded on the ASX may be adversely affected.

Mining industry risks

‘Metal prices

The continuing success of the Damajianshan Mine and, accordingly, the Combined

‘Group's profitability will depend primarily on the future sales volumes and prices that

the Combined Group obtains for sales of copper. Similarly, the future profitability of
the Combined Group will also be dependent on the price of iron ore.

Prices for copper and iron ore are subject to fluctuation and are affected by a number
of factors which are beyond the control of Wah Nam International. Such factors
include, but are not limited to, interest rates, exchange rates, inflation or deflation,
global and regional supply and demand, increased supply from new projects,
expansion of existing operations, or substitution with alternative products in
downstream markets, technological advancements, competitors that supply copper
and iron ore reducing their prices, and the political and economic conditions of major
copper and iron ore-producing and consuming countries throughout the world.

Actual Ore Reserves and Mineral Resources may be lower than current
estimates

Wah Nam International, FerrAus and Brockman Resources report Mineral Resources
and Ore Reserves in accordance with the JORC Code. Mineral Resource and Ore
Reserve estimates are subject to independent third party review on at least a one year
cycle. The methodology for estimating Ore Reserves may be updated over time and
is reliant on certain assumptions being made. Declared Mineral Resources and Ore
Reserves are best estimates that may change as new information becomes available.
Consequently, Wah Narh International's FerrAus' and Brockman Resources' Mineral
Resources and Ore Reserves may be revised up or down. Actual Ore Reserves may
not conform fo geological, metallurgical or other expectations and the volume and

grade of ore recovered may be below the estimated levels. Ore Reserve data is not

indicative of the future results of operations. If the Combined Group's actual Mineral
Resources and Ore Reserves are less than current estimates, the Combined Group's
business, results of operations and financial condition may be materially and

- adversely affected.

Environment and other regulatory requirements

The activities of operators in the copper and iron ore industries are subject to

environmental regulations promulgated by government agencies from time to time.

Environmental legislation generally provides for restrictions and prohibition on spills,
releases or emissions of various substances produced in association with certain
mining industry operations which would result in environmental pollution. Exploration
and mining activities generally require permits from various governmental authorities
and such operations are and will be governed by laws and regulations regarding
prospecting, labour standards, occupational health, waste disposal, toxic substances, -
land use, environmental protection, safety and other matters.

There can be no assurance that compliance with these laws and regulations or

changes thereto or the cost of rehabilitation of site operations or the failure to obtain
necessary permits, approvals or prospecting or mining rights or successful challenges
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to the grant of such permits, approvals and rights will not adversely affect the results
of operations or the financial condition of the Combined Group.

Health and safety

The businesses of Wah Nam International, FerrAus and Brockman Resources are
subject to strict health and safety laws and regulations. The Combined Group may
become liable for past and current conduct of Wah Nam International, FerrAus and
Brockman Resources which violates such laws and regulations. Penalties for
breaching health and safety laws can be significant and include criminal penalties. -
Victims of workplace accidents may also commence civil proceedings against the
Combined Group. These evenis might not be insured by the Combined Group or may
be uninsurable.

In addition, any changes in health and safety laws and regulations may increase
compliance costs for the Combined Group. Such an event would negatively impact
the financial results of the Combined Group.

Personnel

Wah Nam International relies on certain key employees. There is a risk that Wah
Nam International may not be able to retain key technical and managerial personnel
from within the Wah Nam International Group and FerrAus following the Offer. This
may have an adverse impact on both the integration of the acquisition and the longer
term performance of the Combined Group.

Litigation

The Combined Group may be subject to litigation and other claims based on the
conduct of Wah Nam International, FerrAus and Brockman Resources that occutred
prior to the Offer or the Brockman Resources Offer.

Wah Nam Australia is not aware of any current material litigation.

Insurance

The Combined Group will have various insurances covering its business. MHowever,

* certain risks are not covered by insurance due to limitations or exclusions in insurance

policies or because the Combined Group will have decided not to insure against
certain risks because of high premiums or for other reasons. Mining accidents, cave-
ins, business interruption, compensation claims, environmental effects, fires, floods,
earthquakes and various other events may not be adequately covered by insurance.
Such events, to the extent not covered by insurance, could significantly increase the

~ costs of the Combined Group.

Competition

The Combined Group may be subject to competition from other miners. Competitors
include current miners and future enirants into the market. Other companies may
have competitive advantages such as new fechnology and new production processes.
The Combined Group may be unable to successfully compete and may suffer material
adverse consequences such as loss of market share and customers and reduction in
revenue.

Counterparty risk
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There is a risk that contracts and other arrangements to which Wah Nam International
or FerrAus are party and obtain a benefit (such as concentrate sales, currency and

~ metal price hedging agreements) will not be performed by the relevant counterparties

if those counterparties become insolvent or are otherwise unable to perform their
obligations.

Regulatory approval

The Combined Group's exploration and mining activities are dependent upon the
timely granting of appropriate licenses, permits and regulatory consents which may be
granted for a defined period of time, or may not be granted or may be withdrawn
subject to a regulatory process, or may be subject to statutory restrictions. The
Combined Group will require numerous further licenses, permits and regulatory
consent for the conduct of any new mining operations. There can be no assurance
that such authorisations will be granted or renewed (as the case may be) orasfo the
terms of such grants or renewals.

The Department of Land and Resources of Yunnan Province issued the mining right
certificate for the Damajianshan Mine to Luchun Xingtai in January 2005 which was
renewed in 2007 for a period of 5 years. It will expire in September 2012. The
directors of Wah Nam International have no reason to believe that Luchun Xingtai will
not be able to renew the mining right with the relevant government authority at the
appropriate time, however, renewal cannot be not guaranteed. Regulatory bodies in
the PRC do not set down guidelines or offer guidance on their criteria for renewal and
therefore, there can be no certainty that the right will be renewed.

Operational risk

The Combined Group will face many operational risks, which include risk related to
the geological structure of the mines and geological disasters that may occur during
the mining process. Additionally, the Combined Group may have to face catastrophic
events such as fires, earthquakes, floods or other natural disasters.

Risks specific to the PRC

In addition to exposure to the risks that are common to mining operators, Wah Nam .
International is also subject to the political and economic uncertainties associated with
operating in the PRC. Whilst the mining regulatory environment is developing, it lacks
clarity in a number of areas and is subject to interpretation, review and amendment.

General risk factors

In addition to the specific business risks above, there are a number of general risks
associated with holding Wah Nam International Shares including, but not limited to,
the following risks which may impact on the world economy, the operations or
financial performance of the Combined Group, the market for its products or the price
of Wah Nam International Shares:

. changes to government, legislation, regulations and policy; including
taxation laws and policies (and, in particular, the mineral resources rent tax
which the Australian government announced on 2 July 2010 and the
introduction of a price on carbon), accounting laws, policies, standards and
practices and fiscal, monetary and regulatory policies;

. ‘the condition of the Australian and overseas economies (including the
aggregate investment being undertaken and economic output occurring in
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those economies, inflation and interest rates and the prices of products
which are inputs used in the operations of the Combined Group);

invésto’r sentiment, Jocal and international stock market conditions, adverse
industry publicity and recommendations by brokers and analysts; and

global geo-political events, hostilities and acts of terrorism. -

60



8.2

8.3

(a)

Wah Nam Australia's Intentions
Approach

This Section 8 sets out the intentions of Wah Nam Australia on the basis of the facts
and information concerning FerrAus and the existing circumstances affecting the
business of FerrAus which are known to Wah Nam Australia at the time of preparation
of this Bidder's Statement in relation to the following:

» the continuation of the business of FerrAus;

. any major changes to be made to the business of FerrAus, including any
redeployment of fixed assets of FerrAus; and :

. the future employment of the present employees of FerrAus.
Review

Wah Nam Australia and its advisers have reviewed information publicly released by
FerrAus regarding its current activities and its plans for the future. However, Wah
Nam Australia does not currently have knowledge of all material information, facts and
circumstances that are necessary to assess the operational, commercial, taxation and
financial implications of its current intentions. Consequent!y, final decisions on these
matters have not been made.

Following the close of the Offer, Wah Nam Australia intends to conduct a review of the
operations, assets, structure and employees of FerrAus in light of that information to
identify:

. business opportunities and areas of revenue generation which may provide
overall strategic operational benefit;

. areas of costs saving which may provide overall strategic and operational

benefit; and
e any business or businesses which do not fit into the strategic plan for

FerrAus and to evaluate the best and most appropriate way of organising
such business or businesses.

Final decisions will only be reached after that review and in fight of all material facts
and circumstances.

As such, statements set out in this Section 8 are statements of current intention only
which may change as new information becomes available or circumstances change.
The statements in this Section 8 should be read in this context.

Intentions upon acquisition of 90% or more of FerrAus

If Wah Nam Australia is successful in gaining 90% or more interest in FerrAus through
acceptances of the Offer, and if entitled to do so, Wah Nam Australia intends to
proceed with the compulsory acquisition of any FerrAus Shares not acquired under
the Offer and any other FerrAus securities on issue which it is entitled to compulsorily
acquire in accordance with the Corporations Act.

Compuisory acquisition
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If it becomes entitled to do so under the Corporations Act, Wah Nam Australia will:

. give notices to compulsorily acquire any outstanding FerrAus Shares in
accordance with section 6618 of the Corporations Act; or

. if necessary, give notices to compulsorily acquire any outstanding FerrAus
Shares in accordance with section 664C of the Corporations Act.

If it is required to do under section 662A and section 663A of the Corporations Act,
Wah Nam Australia infends to give notices to FerrAus Shareholders and option .
holders offering to acquire all outstanding FerrAus Shares and options in accordance

 with sections 662B and 663B (respectively) of the Corporations Act.

Directors and corporate structure

Wah Nam Australia may appoint its own nominee to join the FerrAus board but has
the intention to keep some, or possibly all, of the members of the FerrAus board and
the board of directors of any company in respect of which FerrAus has nominee
directors.

ASX Listing

As part of the compulsory acquisition process, Wah Nam Australia will arrange for
FerrAus fo be removed from the Official List of the ASX in accordance with the
regquirements of the ASX.

FerrAus' operations and assets

Wah Nam Australia's current intention is to continue the operation of FerrAus' existing
business and in particular to focus on the rapid development of the FerrAus Pilbara
Project. Although not finalised at this time, Wah Nam Australia’s focus is likely to
include:

. cbmp!_'eting the pre-feasibility study and subsequently commencing a
definitive feasibility study on the FerrAus Pilbara Project;

. progressing the NWIOA Port definitive feasibility study; .

. negotiating rail agréemenfs necessary to support the FerrAus Pilbara
Project;

. on completion of the definitive feasibility studies, proceeding to secure the

development capital and/or project finance required to develop the FerrAus
Pilbara Project and related infrastructure;

¢ targeting the development of the FerrAus Pilbara Project to achieve first
* production (with a production rate of 15 million tonnes per annum) as soon
as practicable; and

. assessing FerrAus’ assets to determine the prospectivity of exploration
potential and determining how best to assign resources to undertake such
exploration.

Employees
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Wah Nam Australia does not intend to make significant changes to FerrAus
management or operational activities. Employment decisions will be made in the
context of the expected growth of the Combined Group, particularly to support the
development of the FerrAus Pilbara Project.

Ongoing Management

Wah Nam Australia will, after the end of the Offer Period and in the ordinary course of
managing FerrAus' existing business, conduct a genéral review of the operations,
assets appropriate capital structure (inciuding surplus cash) and employees.

Intentions upon ownershlp of less than 90% of FerrAus but gaining
effective control of FerrAus

Set out below are Wah Nam Australia's intentions if it were to close the Offer without
becoming entitled to compulsorily acquire the outstanding FerrAus Shares but, by
virtue of acceptance of the Offer, Wah Nam Australia was to gain effective control (but
not 100%}) of FerrAus.

In this situation FerrAus Shareholders should be aware that, if they do not accept the
Offer, they may become a “locked-in" minority at the expiration of the Offer Period.

- ASX Listing

Subject to maintaining a sufficient spread of FerrAus Shareholders, Wah Nam
Australia intends to retain the listing of FerrAus on the ASX.

FerrAus Board

Wah Nam Australia may appoint its own nominee(s) to join the FerrAus boérd but has
the intention to keep some, or possibly all, of the members of the FerrAus board and
of the board of directors of any company in respect of which FerrAus has nominees.

If Wah Nam Australia's nominees are appointed to the FerrAus board, it is Wah Nam
Australia's intention that these nominees will seek to implement the intentions set out
in Section 8.3. It should be noted that Wah Nam Australia expects that each of its
nominees to the FerrAus board will exercise their own independent judgement and
skill when it comes to the operational, financial and business decisions refating fo
FerrAus. Wah Nam Australia’s only influence will be through its position as a
shareholder in FerrAus.

Review and general intentions

Wah Nam Australia, through its nominees on the FerrAus board, is likely to propose
that FerrAus implement a general review of operations, assets, appropriate capital
structure (including surplus cash) and employees referred fo in Section 8.2, with the
aim of implementing, to the maximum extent possible and appropriate, the intentions
detailed in Section 8.3 (subject to an assessment of the relevant benefits to each of
Wah Nam Australia and FerrAus).

Financing

Wah Nam Australia, through its nominees on the FerrAus board, will participate in the
board deliberations and decision making on the funding requirements for the FerrAus
Pilbara Project and for FerrAus generally. The funding alternatives may include debt,
equity or a combination of both. '
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In the event of any debt fundraising by FerrAus, Wah Nam Australia will use its -
reasonable endeavours to assist FerrAus in procuring funds required for the short and
fong term development of its projects.

In the event of any equity fundraising by FerrAus, it is Wah Nam Australia's current
intention to participate in the fundraising, if the fundraising is by way of placement, by
subscribing for shares or, if the fundraising is by way of a rights issue, by taking up its .
rights and offering to act as underwriter or sub-underwriter to the issue.

Limitation on intentions

The implementation of Wah Nam Australia's intentions in the event of less than 100%
ownership of FerrAus including the general review in Section 8.2, will be subject to the
Corporations Act, the ASX Listing Rules, the FerrAus constitution and the obligations
of FerrAus' directors to act in the best interests of FerrAus and all FerrAus
Shareholders.

in particular, if Wah Nam Australia obtains controf (but not 100%) of FerrAus, the
related party provisions of Chapter 2E of the Corporations Act (and the ASX Listing
Rules) will apply.

Wah Nam Australia will only make a decision.on its courses of action in these
circumstances after it receives appropriate legal and financial advice on such matters,
where required, including in relation to any requirements for FerrAus Shareholder
approval. ‘

intentions upon ownership of less than 90% of FerrAus but not gaining
effective control of FerrAus

This Section sets out Wah Nam Australia's current infentions if Wah Nam Australia
does hot gain effective control of FerrAus and it is not entitled to compulsorily acquire
the outstanding FerrAus Shares,

* If Wah Nam Australia does not acquire effective contro! of FerrAus as a result of the

Offer, it is Wah Nam Australia's current intention to maximise value from its
investment in FerrAus by any means available. Such means may include (but would
not be limited to) further acquisitions of FerrAus Shares including acquisitions of
FerrAus Shares by way of creep under ltem 9 of section 811 of the Corporations Act,
or divestment of ali or part of its investment in FerrAus.

While Wah Nam Australia has a Relevant Interest in 19.90% of FerrAus, it does not
currently have any nominees on the FerrAus board. Depending on the result of the
Offer, Wah Nam Australia may seek to obtain representation on the FerrAus board of
directors.

It is important to note that if Wah Nam Australia does not acquire effective control of
FerrAus, it will have little input on the financing decisions of FerrAus. Therefore, itis

- likely that current FerrAus Shareholders will be diluted as and when equity capital is

raised to fund the development of FerrAus' assets. VWah Nam Australia may not
assist FerrAus in securing the significant debt funiding that will be required to develop
the FerrAus Pilbara Project.
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8.6

(@)

(b)

(c)

(d)

Intentions upon acquisition of 90% or more of FerrAus and acquisition of
90% or more of Brockman Resources

If Wah Nam Australia is successful in gaining 90% or more interest in FerrAus through
acceptances of the Offer and in gaining 90% or more interest in Brockman Resources
through acceptances of the Brockman Resources Offer, it intends to carry out its
intentions as set out in Section 8.3 of this Bidder's Statement with respect to FerrAus
and the equivalent section of the Brockman Resources Bidder's Statament with
respect to Brockman Resources, including:

Compulsory acquisition

If entitled to do so, Wah Nam Australia intends to proceed with the compulsory
acquisition as set out in paragraph 8.3(a) in this Bidder's Statement with respect to
FerrAus and as set out in paragraph 8.3(a) in the Brockman Resources Bidder's
Statement with respect to Brockman Resources.

Directors and corporate structure

Wah Nam Australia may appoint its own nominee(s) to join FerrAus' board and/or

- Brockman Resources’ board but has the intention to keep some, or possibly all, of the

members of FerrAus' and Brockman Resources' boards, and the board of directors of
any company in respect of which FerrAus and/or Brockman Resources has nominee
directors, - ‘

ASX Listing

As part of the compulsory acquss:tlon process, Wah Nam Australia will arrange for
FerrAus and Brockman Resources to be removed from the Official List of the ASX in
accordance with the requirements of the ASX.

FerrAus' and Brockman Resources' Operations and Assets

Wah Nam Australia's current intention is to continue the operation of both FerrAus'
and Brockman Resources' existing businesses and in particular to focus on the rapid
and concurrent development of the FerrAus Pilbara Project and the Brockman
Resources’ Marillana Project. Although not finalised at this time, Wah Nam Australia's
focus is likely to include:

0] completing the pre-feasibility and subsequently commencing a definitive
feasibility study on the FerrAus Pilbara Project,

(i)  commencing and completing the bankable feasibility study on the Marillana
Project; '
(i) negotiating rail agreements necessary to support the FerrAus Pilbara and

Marrilana Projects as well as studying the viability of an independent, "end-
to-end' rail line shared by the two projects;

(iv) on completion of the feasibility studies, proceeding to secure the
development capital andfor project finance required to develop the FerrAus
Pilbara and Marillana Projects and related infrastructure;

v) targeting the concurrent development of the Mariltana Project and the
FerrAus Pilbara Project to achieve first production as soon as practicable
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(e)

(f)

8.7

8.8

with a combined forecast production rate of 32 million tonnes per annum;
and

{vi} assessing the Combined Group's assets to determine the prospectivity of
exploration potential and determining how best to assign resources {o
undertake such exploration.

Employees

Wah Nam Australia does not intend to make significant changes to FerrAus' or
Brockman Resources' management or operational activities. Employment decisions
will be made in the context of the expected growth of the Combined Group,
particularly to support the development of the FerrAus Pilbara Project and the
Brockman Resources Marillana Project.

Ongoing Management

Wah Nam Australia will, after the end of the Offer Period and the Brockman
Resources Offer Period, in the ordinary course of managing the Combined Group's
existing businesses, conduct a general review of the operations, assets, appropriate
capital structure (including surplus cash) and employees of the Combined Group.

Other intentions

Other than as set out in this Section 8, it is the present intention of Wah Nam Australia
to procure that FerrAus will:

. generally continue the business of FerrAus;

. not make any major changes to the business of FerrAus nor redeploy any of
the fixed assets of FerrAus; ‘

. | not redeploy any of the fixed assets of FerrAus; and
e continue the employment of FerrAus' present employees.

Limitations on intentions

The intentions and statements of future conduct sef out in this Section 8 must be read
as being subject to: -

. FerrAus' Constitution, the law (including the Corporations Act) and the ASX
Listing Rules, including the requirements of the Corporations Act and the
ASX Listing Rules in relation to conflicts of interest and Related Party
transactions given that, if Wah Nam Australia obtains control of FerrAus but
does not acquire all of the FerrAus Shares, it will be treated as a Related
Party of FerrAus for these purposes;

. the legal obligation of the FerrAus directors at the time, including any
nominees of Wah Nam Australia, to act in good faith in the best interest of
FerrAus and for the proper purposes and to have regard to the interests of
FerrAus Shareholders; and

. the outcome of reviews referred to in Section 8.2 and paragraphs 8.3(f) and
8.4(c) and 8.6(f). ‘
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9.

9.2

Australian Taxation Considerations
Introduction

This section provides a general summary of the Australian income tax consequences
for Australian tax resident individuals that become Wah Nam International
Shareholders as a result of accepting the Offer.- Non-resident investors and investors
holding their FerrAus Shares through a company, superannuation fund, partnership or
trust should seek independent professional advice regarding the implications of
accepting the Offer.

The summary set out below is based on existing law at the time of writing and does
not take irto account or anticipate changes in law (by legislation or judicial decision).
In addition, the outline is not exhaustive of all income tax considerations that could
apply in all circumstances of any given FerrAus Shareholder.

The comments are intended as a general guide to the Australian tax implications only.
They should not be a substitute for advice from an appropriate professional adviser.
All FerrAus Shareholders are strongly advised to obtain their own professional advice’
on the tax implications based on their own specific circumstances.

 The comments do not apply to FerrAus Shareholders who are not resident of Australia

for tax purposes.. Any FerrAus Shareholders who are not residents of Australia for
income tax purposes should seek their own independent taxation advice. Non-
residents may be subject to tax in Australia on the disposal of their FerrAus Shares in
certain circumstances.

The comments do not apply to shareholders who hold their shares on revenue
account. Broadly, FerrAus Shareholders who trade their FerrAus Shares in the
ordinary course of their business or who purchased their FerrAus Shares for
speculative purposes with the intention of selling them at a profit rather than holding
them longer term to earn future dividends may hold their FerrAus Shares on revenue
account.

Further, special tax rules may apply to FerrAus Shareholders who have acquired or
acquire their FerrAus Shares under employee share schemes, including rules
imposing a charge to Australian income fax. Any FerrAus Shareholders who have
acquired their shares in this way should seek their own independent taxation advice.

Australian resident individual shareholders

FerrAus Shareholders should consider the impact of the Australian CGT rules on the
disposal of their Shares.

The time of recognition of the disposal for CGT purposes is relevant to the calculation
of any capital gain or loss and to the income year in which such a gain or loss must be
recorded in an income tax return. The time of recognition of the disposal is based on
when the contract for disposal is entered into. The time at which a contract is entered
into depends upon when a FerrAus Shareholder accepts the Offer and when the Offer
becomes unconditional. If a FerrAus Shareholder accepts the Offer before the Offer
becomes unconditional, the time of recognition of the disposal will be the date the
Offer becomes uhconditional. If a FerrAus Sharehoider accepts the Offer on or after
the Offer becomes unconditional, the time of recognition of the disposal will be the
date the FerrAus Shareholder accepts the Offer.
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Subject to the potential availability of CGT roliover relief discussed below, FerrAus
Shareholders will derive a capital gain if the value of the Offer Consideration is greater
than the CGT cost base of their respective FerrAus Shares. Very broadly, the amount
of any capital gain liable to Australian tax will be the amount by which the market
value of the Wah Nam International Shares at the time of recognition of the disposal
exceeds the CGT cost base of the FerrAus Shares.

FerrAus Shareholders will incur a capital loss if the value of the Wah Nam

International Shares received is less than the CGT reduced cost base of their FerrAus -
Shares. Such a capital loss may be used to offset a capital gain made in the same
income year or in a future income year. A capital loss may not be used to offset
ordinary assessable income. |

If a FerrAus Shareholder will otherwise derive a capital gain on the disposal of their
FerrAus Shares and their FerrAus Shares were acquired on or after 20 September
1985, they may in some circumstances choose to apply the scrip-for scrip-CGT
rollover rules with regard to the Offer Consideration. There are several conditions for
scrip-for-scrip CGT rollover relief which need to be satisfied and it is not possible to
state at the time of writing and before the outcome of the Offer is known whether all of
these conditions will be satisfied. If all the required conditions are met, FerrAus
Shareholders may choose for the CGT rollover to apply thereby deferring any capital -
gain arising as a result of FerrAus Shareholders disposing of their FerrAus Shares.

Very broadly, in order for a FerrAus Shareholder to be able to choose to apply the
rollover rules, this transaction must resulf in Wah Nam Australia becoming the owner
of at least 80% of the ordinary shares in FerrAus. This 80% threshold may include
FerrAus Shares already held by Wah Nam Australia. :

As a consequence of choosing to apply the scrip-for-scrip rollover rules, Wah Nam
International Shares received by FerrAus Shareholders should have a cost base
equal to the cost base of the original FerrAus Shares. It is important to note that
FerrAus Shareholders' cost base of the Wah Nam international Shares will be
relevant in working out any future Austrafian CGT liability on the subsequent disposal
of the Wah Nam International Shares.

The choice to apply the rollover rules must be made before the FerrAus Shareholder
lodges the income tax return for the income tax year in which the Shares are disposed
of. '

If the FerrAus Shareholder chooses not to apply CGT scrip-for-scrip rollover or if CGT
scrip-for-scrip rollover is unavailable, then a CGT discount may be available. Very
broadly, a CGT discount is available if the FerrAus Shareholder is an Australian
resident individual and has held his or her FerrAus Shares for more than 12 months.

If available, in respect of individuals the CGT discount will reduce the net capital gain
by 50%.

If the FerrAus Shareholder chooses not to apply CGT scrip-for-scrip rollover or if CGT
scrip-for-scrip rollover is unavailable then the cost base of the acquired Wah Nam
International Shares will be equal to the Wah Nam International Shares' market value
at the time of recognition of the disposal of the relevant FerrAus Shares.

For the purposes of determining any entitlement to a discount on an otherwise
assessable capital gain arising on a subsequent dealing in Wah Nam International
Shares, FerrAus Shareholders that choose to apply the rollover rules will be taken to
have acquired their Wah Nam International Shares at the time they acquired their
original FerrAus Shares.
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9.3

9.4

Dividends received from Wah Nam International

Any dividends paid by Wah Nam International will not be franked. Broadly this means
that any dividends paid.on Wah Nam International Shares will be fully taxable to
FerrAus Shareholders with no franking tax offset available.

Stamp duty and GST

FerrAus Shareholders who dispose of their shares are not anticipated to incur
Australian stamp duty in respect of the acquisition of Wah Nam International Shares.

FerrAus Shareholders are not anticipated to be subject to GST in respect of their
disposal.
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independent Technical Report

70



BEHRE DOLBEAR

Jounded 1911 MINERALS INDUSTRY ADVISORS
BEIING DENVER GUADALAJARA HONG KONG LONDON NEW YORK 5AN TIAGO SYDNEY TORONTO VANCOUVER
www.dolbear.com

BEHRE DOLBEAR ASIA, INC
999 Highteenth Stzeet - Suite 1500, Denver, CO 80202 USA
Telephone +§.303._62€}.002(} Fax -+1.303.620.0024

May 27, 2010

The Board of Directors

Wan Nam International Holdings Limited
Suite 3906 Far Finance Center

16 Harcourt Road

Admiralty, Hong Kong

Re: Behre Dolbear Project 16-054, Status Update Letter for Wah Nam International’s
Damajianshan Copper-Polymetallic Mine in Luchun County, Yunnan Province of China

Gentlemen,

Behre Dolbear Asia, Inc. (“BDASIA”) conducted an independent technical review and completed an independcnt
technical report (“FIR™) for the Damajianshan copper-polymetallic mine (the “Damajianshan Mine”) in Luchun
County, Yunnan Province of the People’s Republic of China (“PRC” or “China”) on June 3@, 2008 to support the
acquisition of a 90% interest of the Damajianshan Mine by Wah Nam International Holdings Limited (the
“Company™), a company listed on the Stock Exchange of Hong Kong Limited (“SEHK”). The acquisition was
successfully completed in 2008. Now, the Company is planning to make takeover bids for two Australian
companies and fo apply to be listed on the Australian Securities Exchange (“ASX”). The ASX has reviewed the
June 30, 2008 BDASIA ITR for the Damajianshan Mine and has informed the Company that the June 30, 2008
BDASIA ITR can be used 1o support the Company's ASX listing application, provided that a status update letter
from BDASIA for the activities on the Damaiianshan Mine since the BDASIA ITR is supplied. This BDASIA
status update letter is provided to the Company for this stated purpose. BDASIA’s Project. Manager, Project
Geologist and Competent Person for the June 30, 2008 ITR, Dr. Qingping Deng, Ph.D., CPG, conducted a site visit
to the Damajianshan Mine from March 26 to 27, 2010 and discussed the activities that have been conducted by the
Company since 2008 with the Company’s management and technical staff.

The Damajianshan Mine is a copper-polymetallic underground mining operation with significant copper, arsenic,
lead, and silver mineral resources and ore reserves. The mine was expanding from a production capacity of
approximately 300 tonnes per day (“tpd™) to 1,300 tpd, or 429,000 tonnes per annum (“tpa”) based on a 330 working
days per annum when BDASIA was conducting: the independent technical review in early 2008. The operation
would use underground mining and flotation processing methods to produce copper, lead and arsenic concentrates.
Significant amounts of silver would be recovered in both the copper and lead concentrates; however, the mineralized
system was not well defined when BDASIA reviewed the property in 2008 as it consists of higher-grade, structure-
controlled, massive sulfide-quartz veins which are generally a few meters wide and the much-wider, but lower-
grade, pervasively silicified and mineralized slates adjacent to the sulfide-quartz veins. The mineral resources and
ore reserves defined in the 2008 BDASIA ITR were generally from the higher-grade zones as only limited samples
were taken from the surrounding lower-grade zones. The lower-grade zones were also of economic interest at the
conditions at that time and could be mined together with the higher-grade zones. If that is proved by systematic
exploration work, the mining method to be utilized and production scale of the mine could be significantly different.
Therefore, BDASIA recommended that the Company conduct additional exploration for the Damajianshan deposit
before resuming expanded mining activities.



The Company took BDASIA’s recommendations and concentrated its effort on exploration since the 2008 BDASIA
review. However, due to the 2008-2009 financial crises, funding was reduced and only limited exploration work
was completed in 2008 and 2009. The Company has recently re-focused on the exploration activities at the
property, but it is expected that it will take at least another two years to complete the exploration work. It should be
noted that the Company’s resampling in the higher-grade zones in the deposit have identified the local presence of
scheelite and molybdenite in the mineralized system. The significance of these newly-identified minerals will also
be determined by the exploration work in the next two years.

In general, no formal mining was conducted at the Damajianshan Mine in 2008 and 2009. Only limited
development ore produced from exploration adits was processed by the mill. The Company’s records show that a
total of 86,468 tonnes (“¢”) of ore with an average copper grade of 0.545% were processed and 1,816 t of copper
concentrates with an average copper grade of 23.13% were produced in 2008, resulting in a copper processing
recovery of approximately 89.1%; in 2009, a total of 50,707 t of ore with an average copper grade of 0.77% were
processed and 1,242 t of copper concentrates with an average copper grade of 25.86% were produced, resuliing in a
copper processing recovery of approximately 82.3%.

At the 2008 BDASIA review of the Damajianshan Mine, the Company was planning to construct a new failings
storage facility (“TSF™) in a river va]ley approximately 1.2 kilometers west of the mill site, This plan was changed
for various reasons, and the company is now actively discussing the selection of a new site at which to construct the
TSF with the local government. The limited tailings produced since 2008 were stored in a small TSF next to the
current mill site. A locai businessman has a contract with the Company to purchase all the tailings in the small TSF
for making bricks and other construction materials. As the Company wiil focus its effort on exploration, the new
TSF construction is not urgently needed at this stage.

Based on BDASIA’s site visit and information review of the Damajjanshan Mine, BDASIA believes that no material
changes or upgrades occurred in the mineral resources and ore reserves for the Damajnanshan Mine as they were
stated in the June 30, 2008 BDASIA ITR. It is BDASIA’s opinion that the 0n~gomg exploration work is likely to
significantly increase the mineral resources and ore reserves on the property.

BDASIA is independent of Wah Nam International and the Damajianshan Mine. Neither BDASIA nor any of its
employees or associates involved in this project holds any share or has any direct or indjrect pecuniary or contingent
interests of any kind in Wah Nam International or the Damajianshan Mine. BDASIA is to receive a fee for its
services at its normal commercial rate and customary payment schedules. The payment of our professional fee is
not contingent on the outcome of this status update letter.

Yours faithfully,

BEHRE DOLBEAR ASIA, INC.

Legrry Loy

Qingping Deng, Ph.D. CPG
President

Status Update Letter for the Damajianshan Copper-Polymetallic Mine ii
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BEHRE DOLBEAR

fhamded 1911 MINERALS INDUSTIRY ADVISORS
REPING IJE INVER GUADAL ‘\Je\Ra\ FHONG KONE LANDEMN NEW YORK SANTIAGO SYIINEY FORONTO. VANCOUVER
wwer dolbearcom

BEHRE DOLBEAR ASIA, INC.
999 Highteenth Street - Suiie 1560, Deiaver, €O 80202 USA
Teleplione +1.303,620. 0020 Fax #1.303.620.0024:

Juie 30, 2008

The Board of Directors :
Wan Nam Infernational Holdings Limited
Suife 3906 Far Finance Center

16 Harcourt Road.

Admirdlty, Hong Kong

(Gentlemen,

Behre Dolbgar Asia, Tl (“BDASM”) a, subsidjaty of Beéhre Dolbear & Company, Inc. (“Buhm Do]bmr)
Herewith submiits & report'on the Independent Techaical Review of ihe Damajidnshan Copper Polymé
‘Damajianshan Mine™):of Luehun Xingtai Mining Company Limited (“Luchun Xingtai”), Taschitin -ounty Yunnan
Province; The People’s Republic of China. The: adciress for BIDASIA f5:noted abovc Thisletter of tranariteal is
part-ofthe report.

The review covers thé Damajmnshan Mine in detgil, which 15 100%.owned by Luchun Xingtal. The Damajianshan
Mine. constituités' the primary minifig assets .of Lughuh Xingtdl, BDASIA visited ﬂm Damayansimn Mine in
February 2008 Luchun Xingtai is a Smo~f‘orelgn Joint venture 90%-ciwned by Smart Year Tnvestent Limited
(“Stnart Year™), a company. incorporated in the Bntish: Virgin Islands, and 10% owed by a private. Chinese
company:.

The purpose-of this yeport is- 1o provide an independent techivical dssessmient of Luchuy Xinglai’s. Damajmnshan
Mine in relation w the 1cc;msmon (the “Acqnisition™) of a | 00% intérest i Smdrt Yéar by Wah Narir Infgriational
Holdings Limited (“Wah Naim International” or the “Company™), & company whose shares are lisied 'on The Stock
Exchange of Hong Kong Limited (*SEHK™). This.technical report Thas been prepared in ‘accordance with the Rules
Governing the Listing of Securities on The Stock Exchange of Hoag Kong Limited ¢ ‘Listing: Rules™Y, in p'n'txcularq
Chapter 18, The feporting standard adopted by this report is the VALMIN Code and Guidelines for Technical
Asigssiment and Valuation of Mineral Assefs and Mineral Secutities for Indnpendcnt Expért Reports ag adopled by
the Australasian Institate of Mining and Metalluigy n 1995 and updated ih 2005 -Mineral resources and ore
resérves ‘defined at each property have been reviewed for conformity with the Ausnaiaman Codc foi Reporting
Exploration Kesults, Mineral Resourses and Ore Reserves (the“JORC Code”) prepared by the Joint Ore Resérve
Commitiee of the Australasian Institute of Mining and Metallmoy, Australian lnstitute of Geoscientists and Minerals
Council of Australia in 1999 and revised-in 2004,

The evidence. i whichi the estimated minersl resouices and ore reserves are based ineludes the: daposst geolopy,
drilling and sampling information and project econaimics; The basis upon which BIDASIA formy its view on the
wiineral resource and ore resérve estimates includes the site visit of BDASIAT grefessionals to the subject 1 mining
property, interviews with Luchun Xingtai’s site personnel and consultants, and analysis of e dfilingand sampling
database, procedures and parameters used for the estimates.

The BDASIA projéct teamn consisted of semﬁr—level g pmfessxonals from Behre Dolbzar™s Denver office In the

United States; London office in the United Kingdorn, S}'dnev office in Australia and Toronte: office in Canadd. ‘The
scope of work conducted by BDASIA in¢luded site visit to the Damajianshan Mine; technical aralysis of the. project
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geology, mineral resource and ore feserve estimates, and review of project mining, protessing, arcducticn,
environment, eccupatiorial Kealth and Sdﬂ,ty operating-costs, and capita] costs:

BOASIA has not undertaken an audit of Luchun Xingtai’s data, re-estimated the mineral resources, or reviewed the
teriement sfatus with respect to any legal or statutory Essun_s_.

BE}AS]A 5 reporl comprises a0 Introduction, ?olloweci by reviews: of the techmical aspects of Geelogy, Mineral
Resources apd Ore Reserves, Mining, Procesiing, Production, C)puainw and Capital’ Costs, Envirgnmental,
Occupationat Heaith and Sa’fely jssues, and a Risk Aualws -of the mining property, We trust than 1he repoit,
adeéguately and appropriately describés the- tcchmca] dspects of the projects.and addiessss issues of significance and
risk,

BDASIA is independent of Wah Nam international, Smart Year, Luchun Xingtai and the Damajianshan Mire.

Neither BDASIA nor any of its-employ ees or associates involved §n this project holds any share or Tas any direct or
indirect pecuniary or contingent interests of any Kind in Wah Nam Inter national,. Smart Year, Luchun Xmgm orthe.
Damaiianshan Mine, BDASIA is to veceive a fee for its services {the work produgt of which includes this repox?} ar
its normal commercial rate and customary payment séhedules. The; payment of our professional fee. is' not
contingent on the sutcome-of this tepost.

This reporl: docuinients the {'ndmu‘; of 8DAS§A’ s review of this D'l.majlanshe.a Ming conipleted o the date’of this’
transmittal fetter; Tlig sole purpose of this: feport is. for the use of the Directors of Wah Nam. Ememauonai and their
Financial advisors for inclusion in circular of Wah Nam Interational to its shar¢holders in relation o the Aeduisition
and should not be used or relied upon for any other purpose. Neither the whole nor-any part. of this report nor: 2y
reference. thereto may be included in or with or attached to. any document or used Tor-any other purpose, without
BDASIAS written consent to the form and confext in which iitappears. BDASIA consents 1o the inchusion of tim
report in the cireularof Wah Nam International o its shareholiders in relation to the-Acquisifion,

Yours fafthiully

BEHRE POLBEAR ASIAINC.

L Ly

Qingping Deng
Presigent

Behie Dolbear Project 08-003
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L INTRODUCTION

Wah Nam International Holdings Limired (*Wal Nam international” or the “Company™) is.a comipany lisied oh. The.
Stock Exchange of Hong Kong Limited (“SEHK™. Wah Nam International is proposing . acquire. {the
“Acquisition™) a 100% interest in Smart Year Investment Limited (*Smiart Year”), a compiny fricorporatéd i the.
British Virgi lslands (*BVI™), which owiis a 90% iaterest of Luchun Xingtai Mishig Company Limited.(“Luchun.
Xingfai”), a Sino-foreign joint venture company. registered in Yunnan Province ofithe Peaple’s Republic-of China
(PRC™0r “China™). The remaining 109 interest of Luchuin Xingtaj is owned by 4 pEivate Chinése comipany.

Luchun Xingtai hias a 100% interest in the Damajianshan copper polymetaliic mine (the “Damajianshar Mine™}-
logated in Luchyn County, Yunnan Province, near the border between China and Vietnam (Figure: 1.1). The
Damajianshan Mine is currently under expansion-from a production capacity of 300 tonnes per day (“tpd”) 0 1300
tpd; or 429,000 tonnes: per annum (“ipa™) based on a 330 ,workiqg.days per annam. The operation. wilk use
underground mining and. flotation. processing methods to produce ¢Oppier, léad and aisenic concentrates, Significant
amounts of sitver will be recovered in both the copper and lead concentrates: BDASIA beligves that further
expansion of the production cdpdcity can be snpported by the profect mineral resource basis and significant
" exploration potential, '

The Bodrd ¢f Ditecfors of Wah Naov Intemational engaged Behre Dolbear Asiz, Inc: (FBDASIA"Y, 2 subsidiary of
Behre Dolbesi & Company, Ine. (“Behre Dolbear™), as their independent technical advisor to undertake an
independent technical review of the Damajianshan Mine and to prepare an independent technical feport i
connection with the Wah. Mam International acquisition.  This BDASIA ieport is intended to be included in the
circularof Wabk Nam Tnternational’to Tis shareholders i relation to the' Acqguisition.

BDASIA"s project teani for this technical réview consists of senior-level professionals from Behre Dolbears
" Denver 6ffice in the United States, London office in the United Kingdont, Sydney office in Australia and Toronte
affice in Canada. Behre Dolbear personnel ‘contributing to the study and 1o thistechnicalreportinclude:

¢ Di.-Qingping Deng, President of BDASIA. and Global Direstor:of Ore Reserves:and Mine Planning, for
Belire Dolbear, was BDASIA’s Project Manager and Project Geologist for this techiical réview, Dr.
‘Deng is a geologist with more than 24 years.of professional expetience in the areas of explotation, deposit
modeling and mine. planriing, estimation of mineral resoureés and ore: regerves, geostatistics, cashsflaw
analysis, project evaluationvaluation, and feasibility stidies in North, Central arid S.o'utﬁ Amierica, Asla,
Europe and Afilea. D Desig is'a Ceitified Piofessional Geologist of the Arerican Institue of Picrfesstonal
Geolagists and eets all the requirements for “Compétent Person” as defined in the 2004 Australasian
code for, Reporting of Exploration Results, Mingral Resources and Ore Reserves (“the JORCE Code”f and
fife reguirements for “Qualificd Person” as defined in Canadian National Instrument 43101, Dr: Deng is.
flizént 1y Both English and Chinese. :

& Mr. David Libby, a Senjor.Consultant of Behre Dolbear’s Toronto office, was BDASIA's Project Mining
Engineer for this study. M Libby has over 30 years of experience i the mining industry i operations.
aed managerent of open pit and underground mines. He has participated in new projéct deveélopment as
well as upgrading existing operations. At.the executive:level, Mr. Libby conducted due diligence feviews
foricorporate development purposes. The experignce provideda broad exposure (o all aspects of operations
management. Mr. Libby has:operating mining experienice on thiee continents, oyerseciiig mines i ireland,
Canada, and Chile. He i a licensell professtonal mining enginger i Canada.

4 Mr. Vuko Lepetic, & Sénior Associate of Béhre Dalbzal’s l.ondon office, was BDASIA'S Project
Metallurgist, Mr. Lepetic has over 30 years of worldywide experience In mineral proeessing and
mietatlurzy. He has worked with and has extensive knowledge of processes employed and producis
produced by Luchuiv Xingtai, Mi. Legetic holds patents for stibnite and cassiterite flotation (both
industrially employed) as well as: records ofinvention for. ihe processing of irow, lead and zinc oxide
minérals, rare earths and phosphates. :

independent Techsical Review of the Damajianshan Copper Polymecallic Mine 1
Behre Polbear Prioject D8-003 . .

BeEarE DOLBEAR



LEGEND.

Provincial Caplial  =e=iwer Expressway

& MajorClly s Primary Highway
¢ Cy T Highway
& Small Town i RGlFOBA

Dottt Map frea-

3

“= River and Lake: '

Figure 1.1 Location Map of the Damajianshan Mine

¢ Mz Janet Epps, a Senior Associate of Behre Dolbedr’s Sydncy office, was BDASIA’S Project
Environment; Oecupational Health and Safety Specialist. She hag over 30 years expetiente ih
énvirghimental and chinmminity jssuss managemendt, sustamabtlity, policy deveiopmt,nt and régulatory
consulanecy services. Ms. Epps has worked extensively with the private sector, with goveinment and the-
UiN, World Bank, the IFC and the Multifateral Investment Guarantee:Agency (MIGAY, and with the mining:
industey, pm_v'?dh'}g. policy advice o gevemments of developing couniries. on designated projects and
cc‘m’i"stibﬁtiﬁg ‘towards sustainable developiignt did envitonmental management sirategies. She hag
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completed assignments in Australasia, the Pacific, Asia, Middle East, 18, Africa, Eastern Europe: SGuth -
America and the Caribbean.

& Mr. Bernard J. Guarnera, President and Chief Exccutive Officer of Behre Dolbear & Company, Inc. was
subcontracted to et as BDASIA's Project Adviser. He s a Cenified Mineral Appraiser with extensive:
experieiice: in the valuation of mineral preperfies and mining companies. He is 4 tegisiered Professional.
Engineer, a Rejistered Professional Geologist and a Charteréd Professional (Gieolggy) of the Austealasian
Institute of Mining and Metatlurgy: Mr. Guamera hiag over 30 years of profcsmcnal experience and his
cavéer fngludes senipr-fevel positions in explaration and development &t 4 nuritber of magm U, 8. igtival
vesource. cothpanies, Mr., Guarnerd meets all the requirements for “Compdtent Person™ in Austialia and
“Quajified Person™ in’ Canada.. .

BDASIAS project feam, with-the eﬁccpnon of Mr: Girarnera, traveled to China:and visited the Damajianshan Mine:
in Luchun, Yusman that is reviewed in this report from February 15 to February 21, 2008. During BUASIAS visit,

discussions- were held with technical and managerial sfalf al the mire. sites and. with techsmd inanagement
pecsennel dnd consultanis of Luchun Xirgiai in Kunming; tapital city of Yunhan Province. Prod;:ctmrs scheduks,
budgets-and forecasts for2008-201 1 weie reviewed, together with lomzes terifi developmient p]mts

Thig BDASIA report contaiis forecasts and projections prepared by BDASIA, baged on information provided by
LuchwiXingtai, BDASIA’s assessment of the: prolected production schedule, capml and operating costs-are based
ontechnical reviews of project data and a project site visit,

The metric system is used throughout: this: report. The currency used is the Chinese Yuan {or RMB] and/or the
United §:a§es dollar (US$), The exchangé fate used in the report is RMB7. 11 for USS1.00. the rate of the Peeple's
Bank of China prevailisig on February 29; 2008.

e
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2.0 QUALIFICATIONS OF BENRE DOLBEAR

Behre Dolbear & Company, Ine: is an international minerals industry consulfing group which has operated
cantinuously in North America and worldwide since 1911, currently with offices in Beljing, Denver, Guadalajara,
London, New York, Santiago. Sydney. Toraito, Vaneouver, and Hong Kong,

The firm specializes in perfosming mineral Indistiy studies for mining domipanies, financial institutions, énd natural
resoureé firms, Including mineral reésourcefore reserve compilatipis and audits, mineral’ propeity evaluations. and
valuations; due diligence srudies and independent expert reviews for actuisition and financing purposes, project
feasibility. stiidies, assistance in nicgdtiating mineral agreements, and méarket analyses. The fiem has worked with &
broad spéctrum of comtiodities including base and precious metals, coal, ferrous metals, and industrial minerals on

a worldwide basis. Behre Dolbear has acted on Behalf of numerous international banks, financial institutions and
mining clients and is well regarded worldwide as an independent expert engineering consultant in the minerats
industry., Behre Dalbear has prepared. numerous independent techmical reports for mining projects worldwide. to
support securities exchange filings of mining.companies in Hong Kung, the Upited States, Canada, Australia, the
United Kingdom, and other countries. i

Mosi of Belire Dolbear’s associates and consultants have occupied seribr corporate management and operational
roles and-arg thus well-experienced from an operational view point as well s being indepefident experl tonsultants.

BIASIA is a wholly-owned subsidiasy of Béhre Dolbear established in 2004 to manage Bebre Dalbear™s projects:in
China and: other Asian countries. Project teams of BDASIA commonly consist of senior-leve] professionals from
Belwe Doibear’s Denver office. i the United. $tates, Svdney office v Australia, London offite in. the: United
Kingdom and other worldwide offices. Since ifs establishment, BDASIA lias conducted approximately 20 techiical
studies for mining projécts in China or-overiea mining projects © be acquived by SEHK-listed Chines companies;
incliding indepéndent techpical. repoits for SEHK TPO prospectus of Hunan Nonfervous Metals Corporation
Limited, Zhaojin Mining Industiy Company Liniited, and Hidili Industry Tnternational Developimert Limited and for
the Shanghai Stock Exchange (“SSE”) PO listing of Western Mining Coripany Limited: These four feports werd
prepared it accordance with the SEHK Listing: Rules, the JORC Code and the VALMIN Code, arid these four
compariies werk suceessfully listed on the SEMK/SSE in 2006 and 2007. '
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38 DISCLAIMER

BIASIA has:conducted an independent technical review of Luchun Xingtai's Damajfanshan mining property and
holdings. A site visit-was made to thie project site by BDASIA professionals involved in this project. BDASIA has
exercised afl due care in reviewing thé supplied information ahd believes that the basic.assumplions are factual dnd
correct and the inferprefations dre reasonable. BDASIA has lidependeritly atalyzed Luchun Xingtai's data; but the
accuracy of the conclusions of the review Iarm:i} relics on the accuracy of the supplicd data, BIMSIA does not,
AceEpt i‘cSpO!’IS!blhl}’ for any errors of bmissions in the Supplied information and does riotaccept any consequéntial
liability afising from investment or other financizl decisions-or actions.

w
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4.8 PROPERTY DESCRIPTION

4.1 Location, Infrastructure and Access

The Damatianshan Mine s lotated in Qimaba Township, Luchur County-of Yunnan Provinee, and near the border
between Chila and Vietham (Figute 1.1} The projeci location is femote and the.dccesy i5 ratherdifficult becauseof
the steep terraint in the area. Road distance is approximately 13 kilometers ¢ ki ") froin the mine to the 1owit of
Qiriaba Iocatéd o the fdithwest and appmt:matelv 14 ki from theé town of Qimaba to the Luchun County §éat
Jocated to the north, Roads from Qiinaba to Luchiun are cenient-paved or stone-paved, mountainous winding roads,

The road from the mine fo Qimaba is a winding <rave1 it foad and is rather difficult to ravel. Dnvmn time iz
approximately 45 minuies from the mine to szaba and’ appm\amawly 4 howrs: fromi Qimaba o Luchu.

Significant delavs could oeour during: the rainy season when the road & damaged by heavy raing and storms. The
road distance from the mineto Kunming,.fhe- capital cify 'of Yunnan Province located to the north. is approximately
530 km. Supplies for the mine generally come from Qimaba and Luchun, Concentrates produced from the ming
will be tiucked by cdnlractors to the smeliers located in Kunming and other placed iti Yunnan Prévinee.

Electricity for t%)e maine i§ supplied by the focal power grid. A 10-kilovolt (%V™) pover 1rfmcsm;s'smn Liing has begn
constructed from the miné to.the. 35-k V. Dashuf substation located 6 ken 10 the northiwest. BDASIA was aidvised by
Lughun Xingtai that this 10-kV power line will be sufficient to supply electric power for the 1 300 tpd-mine and mill
production and tiat pewer supply. in the area s generally sufficient. The power transmission line will need 1o be
apgraded i production is firther expanded. '

The mine is located:in a humid sub-trepical region with- abundant surface and ground water, Water supply for
production will. be from draiped widergromnd mine waterind nearby qpmi"s Witer from the. tailings. ponds - will
alss bie recycled fof production.

432 Climats and Physiography

The Damajianshan Mine is: locased i & motntainous region i southerd China with a Tocdl elevation ranging from
480 meters {“m™) at the Zhamairiver valley. located 1o the riorth of the siine to-approxiniately 1,276 m at the summit
of the Damajianshan Mountain located to the south of the mine: The ground is generally high in the south and low
1o the north. Surface ih the area is quite steep and the surface slope generally ranges:from 20940 60° Hills in the
area are generaily covered by heavy vegetation, and tand in the valleys and gentle slopes- is generally used for
agricultural purposes. Primary ciops iz}t’lié'ai'&:a mehude rice, comi and teg,

The mme s located on the nartiern slope of the Damajianshian, Mountain, and the main transportation adit (YD2) is
alan ekwatxon of 650 i, Thedistance fravihe main adit o the concentrating plant is poly approXimately 200 m;

The elimate ts hinid sub-tropical inthe area: Suramers are hiot anid lorvg with 4 teniperaturp h‘iﬂh of approximately
35 to 40°C, and winters are warm with: the daily average temperature ranging from 9 1o 23°C. Average annval
precipitation is approximately 2. HID millimeters (“mm™), and May 1o October s the rainy season, accounting for
about 80% of the annual precipitation. November to April of the next year is the dry season.

Luchiin is a minority-dominarit autoniomous county, Approxiniately 85% of the population is Hani, With many cther
smaller minoitics,  The local géonomy s curently underdgéveloped bccausn of the remote location, Thé
develojpmeént of ihe Damafianshan Mine will contribute. gighificantly 1o the Jocal économy, and therefore is
supported by the fosal governient and: residiits,

4.3 Property Ownership

Linder the “Mineral Resource Law of the PRCY, all'mineral resources in China areowned by the stale. A miningor
e:xpiora{lon enterprise may obfain a permit Tor the miining o explovation right: for condusting mining or exploration
activitiesin a s;:ecn‘;c arga during a specified license period. The permits are generally extendable: af the end of the
license perind. A mining Heense hag both liorizontal imits and elevation limits. but an exploiatiof license has.only
Horizontal limits:
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Details of the effective date and geographic area of the permit for the mining right relating to the Damajianshan
Mine reviewed in this technical report have been provided to BDASIA by Luchun Xingtai and is presented in Table
4.1. BDASIA has not undertaken a legal due diligence review of this pefmit ag such s outside the scope of
BDASIA" techiiical review. BDASIA has relied upon Luchun Xingiai's advice ag to the validity of this mining
vight, BDASIA undersiands that the legal due diligence review of the ining right has been undertaken by the
Company”™s legat consultans; '

. Permit for thé Mining

Area Elevation

Property License. Number 2 R Term
: Yvpe - (k) Range (nm)

Dwnaianehan Copper Mine | Mining | 5300000720259 | 3.6656 | 680~ 1230 | Sep 2007 —Sep2012

As shown in Table 4.1, Lichon Xingtal holds g pehmit for & mising right of 3.6636 square Kilomelers (“kmz”y qn
area; the elevation raigs for the mining licénse is from 680 m fo the turient topographic surface. The curient
riining license is valid witil September 2012 dnd is extendable, BOASEA notes that g significant. parg of e
currently defined minéral resources in the Damajianshian Mine i bielow the lower limit of the currént mining license.
Luchun Xingtai hes advised tharan application 10-adjust ihe fower [imit of the mining license.to an elevation of B
has been submitted 1o the relevant guthority, BDASIA’s review of the mineral resources and ore reserves for the
Damajianshan Mine in this report is conditioned on the premise that the revised mmining license with alower limit of
0. m will be: granted fo- Luchun Xingtal. All cwrently defined mineral resources and ore reserves are within the
horizental bpundary of the mining Ticense.

4.4 Project History and Citérent Status

Copper and arsenic mineralization at Damajiasshian was discovered in the 1960s. Fowiver, very limited exploration
work was: done until the 1990s. The-mine was first explored for arseriic from October 1992 to February 1994 by the
No.1 Geological Team of the Yunnan Provineial Geological Bureau,-and a report titled “Exploration Report for the
Damajianshan Arsenic Mine in. Luchun County, Yunnan Province” was produced. from the study. Swmall seale
mining for-arsenic from the:deposit by local miners. started in. 1989,.and the mining scale was significantly increased
in: 1994 affer-the No.l Geological Teawn’s study: Arsenic mining-was from both the surface and the underground,
N detailed production retords ave available for BRASIAs review.: 1t is reposted that the-tolal mined-out arsenic
ore 102004 was estimiated 1o be approximately 500,000 tonng ().

The pioject wis frther cxplored as a copper-dsenic project and a report titled “Explaration Repart for the
Damajiaiishan Copper-Arsenic Mine in Luchuir County, Yunnan Provintg” was completed by the No2 Minetal
Reseurce Reseprch bistitute of Yuiinan Geological Survey in April 2005, Gejiu City Chuantian Mining Limited
Liability Company (“Gejiu: Chuantian®) acquired' the Damajianshan property in Febraary 2004 and .a flotation
cotcentrator with a production capacity of 100 tpd was constructed. in the same year.. The concentrator has heen
expanded fo a processing ‘capacity of 300 tpd To the end of 2006. Mining for copper and arseric ore from -
underground workings by-Luchun Xingtai staried i 2005 and it is reported (hat a total of approximately 25,000 1 of”
ore with an average grade of 1:59% coppérand 6.02%arsénic was produced from the property from 2005 1o thé end
of the first quarter 6f 2007, Mining at the property wag then suspended for the acquisition of 4 90% inferest of Gejia
Chuantian by Smat Year and for the project expansion, Aftet the dcquisition, Gejiu Chuantian ‘was renanied
Luichun Xingtai and became d Sinc-foreign joint ventare in Degember 2007

Luchun Xingtai engaged Kunming University of Science and Technology ("KUST"), a licensed exploration entity in
Cthina, in early 2007 to conduct a systematic defaiied sampling: program. from existing surface srenches and
underground warkings and to conduct. an updated: mineral resource estimation based on the sempling results. A
report with an updated niineral resource estimate was submitied 1o Luchun Kingtal in-Judy 2007, The new sampling
progras shows that copper polyietallic mineralization is ot only limited o the strdctural Zonés, which was the
primary- target of previous mining aetivities, but also widely distribited in (e strong, pervasive alteraton zonics
adiacent to.the structiral zones. Therefore, the deéposit size has increhsed significantly. Based on the new mineral
resource estitnate, Xian Nonferpous Metallurgizal Exgineering and Research institute (the “Xian Institute™}; located
in-Xiari, Shanxi Province: completed a feasibility study for 2 1,300 tpd undergrowid mining-and flotation processing
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project for Damajianshan in Janvary 2008. BDASIA’s technical review of (he Damajianshan Mine is serierally
tased on the updated mitieral resource estimate by K KUST and thie project feasibility study by the Xian lnstivute,

The project is currently under expansion from 2 300 tpd-aperation fo a. 1,304 ipd operation. A new flotation will
with a production capacity of 1,000 tpd-was basically completed during BDASIA s site visit fo the property in-mid-
Pebroary 2008, Mine developiment was underway and construption of a new iailings dam was expected tar
commence soon. Production of the 1300 tpd project is cxpected o commenge lafé in 2008 and fill production is to.
be reached ai the.end of 2008,

However, BDASTAg ohservation during the sit€ visit shows that the Damajiahshai éepms:t bag not been: wall
defined by the fatest samplifig program as ynost of the existing underground workings do not penetrate: the
mmemilzed bodies. Therefore, the location of the hangingwall and footwall ag well as the actual dimension of the
ofebodies in the deposit-is hasically unknown and thé actual mineral resoiirees could be significantly larger than
those defined by the current mineral resource estimate. BDASIA. believes that it is ver y important for- Luchun
Kingtai t conduct a rew phase of exploration work 1o define the dimensions of the mineralized svstem using
systematieal undergronnd- development and/or drilling. The mining system and mining methods need bie redesigned
based on the findings of the new e\plcnahcm work, hkely in & lawer priduction capasity: Recause, of the needed
additional exploration wark, initial mine production will likely be peﬂpcsntd from the current plan, but will beon o’
mbre solid bagis and pethaps on a ldrger scale.
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5.0 GEOLOGY AND DATABASE

51 Geology.of the Damajianshan Deposit’

Thé Danigjianshan Mine is a strusturally-controlled hydrothermal copper poivmietailic deposit related 1o Mespzoic
[ate: Yajishanian graniiie intrusives. Stratigraphy is the déposit arex includes the Lower Siturian System and, the
Quateriary athuviums and colluviums.  The Lower Silurian System fs divided into two membels The lower
feinber consists of metamorphoséd quariz arkoses at the lower séetion, dind metarvorphosed fi ne-grained quartz
sandstones; quartz siltstones and sericitic slates at the upper section.. The upper member of the S}’bicm issubdivided,
into four sections. The lower section consists of sandy sericite slates and quariz. siltstones; the second. section
consists, of ‘metamorphosed silicic sericiter quartz sandstones with interbedded phyllitic slates; the: third. section
consists of metamorphosed. quartz.silistone with interbedded sandy seiicite slates; the upper section consists of
interbedded sandy sericite slates and phyllitic sericite shates, The Siliirizh stratd in the deposit aréa generally dip 16
the noftheast at angles between 25° and 60°. The uppér section of the lower: member of the Lower Silurian System
is the most-widely distributed strata-and 14 the primaiy. host of copper polvmetalhg wiineralization in the ares;

The Silurian sirate wer intrided by several simiall late-Yanshanian quartz porphiyry stocks. itis expected that these
smali quartz porphyry stocks are connected to a larger granitic- intrusive-at the depth, which.controls the. alieration
and mineralization system in the deposit area. The: m;nesai:zed system was also truded by some post-mineral
mafic intrusive dikes.

A sei of northwest- to porth-hortlwest-striking noymal faults with 2 high- anrr%e dip fo the' northeast, cortiol the
distribution §f coppér polynmaillc mineralizaiion i e deposit and the mmcrahzed syster was offser by a set of

noﬂheast-sm]\mg, nositial faults with a high-angle northwest dip. Thie mineialization-controltng fanlss aererally
exhibit multiple-stage stiuctiral movement.

The copper polymetallic mineralization in the. deposit consists of a series of ‘mineralized bodies controlled by the
noviwest o north-northwesi-siriking Taults. A fotal of eleven orebodies have been identified to date and the No.d
orebody by far is.the best known and the most. important, which accounts for appro\mmtdy 77% of the estimated
rineral resources. The New VHI orebody i§ next and accounts for approximately 17% of the estirnaéd minerdl
résouices.,

The Ng.I orebody i the best defined ore zong ar Damajishshan. 1t Is controlled by 13 suiface trenches af an
approximately 100-m spacing and 13 undcu rground levelsat a ventxcal Interval of dpp:oxm}amiy‘ 5.in. The orebody
cltcrops at the sur face at efevations: from 580 m 1o 1170 myits cotitrolled: stitke length is over 1,200 m and the
cotitrolied extension along the dip direction ranges fiom less than 10 m to over 150 v The mebody consists of
massive sulfide-quartz veins. within the main mlm.ra];mﬂon—cmuroihm structures and strongly and purvasiwly
silicified and mineralized slates: adjacent to the structure. The true horizenfal width of the orebody is. generally
unkndwn al this stage as almost all the sampling crosseuts have: not completely: penctrated the prebody. The
controlled Horizontal width of thé orebody fanges-Tigm lesg than 10 m io over 70 m with an average of 180 m.
BIOASIA believes that the true hofizontal width of the drebody could be significantly larger than the connolled
lyotizontal width, The No.l orebody was offSet by # orthieast-striking post-minetal fault into two sub-otebodies, the
No.I-1 dnd th T\oi % The No.l-i tebody is much larger and well defined; it accounts for approximately $4% of
the defined minera) résources. in the NoJ grebody.- Hs g ade ranges from 0. 34% to 2.49% with an average.of 1.82%
for copper, 0.43% G 4. 519% with an avetage of 7.20% for arsenic, 0.84%to 15. 38% with.an average of 1.73% for
tead, 0.15% 1020, 125 with an-average of .45% for zine, .19% o HL71% with an average of { 24% for bismuth,
and 15610 188 gl weith-an avelage.of 56.3 g/t for silver. The orebody is:opesnin almost.all directions exceptiic the
surface:

The NoVII grebody is Jocated about 200 am vest of the: No.b orebody and is curwmly the second largest in the
deposit. 11 is cirrebtly defined by two sirface trenches and two tndergroupd levels. T ke c;rebody amergps at
elevitions hetween 750 m 10 900 m and kas o controlled: strske tength 0 227 m. ‘%sm:lm to the No vrebody, ihe
true hotizontal width of ihe Na. VI arebody is unkniown &5 the current’ sam;ﬂmg by undnrs“.,r@und warkings did not
penetiate the uunemixzalmn The controlled horizontal width ranges, from fess than 5 m to over 50 m with an
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average of 24.0 m. The mineralization js-also open 1o depth-and along strike. Curient sampling data indicates an
avérage srade of 1.31% Tor coppey, 1.819% 0y leid and 5.44% for afsenic

The pirie other mineralized bodies are generally located fo the east of the No.l orebody and are defined only by
Hmitedd surface-trenches. The controlied length of the m inealized bodies ranges from fess than | 00 m 1o over 300 m.
Tie widths.and down-dip extensions of the mineralized bodies are currently unknown. Limited stsface trench
sampling data shows similar metal grades as the Ne.J'and No.V1ii orehodies,

Primary metailic minerals for the copper-polymetallic: mineralization are- chalcopyrite, arsenopyrite, pyrite,
pyrvhotite and galend; with small amg 'jtS'of “chalcocite, sphaletité, covellite, tennaniite and bisnuahinfie. Sulfide
niirierals ‘otour ag massive-to semi-miassive veins in the sirusetures of ag veinlets and disseminations thiroughout the
pervasively silicified slates: The minerafized slates are extiemely hard and competent because of strong pervasive
silicification. Oxidation of the sulfide mincrals is limited to surface exposures and Hniited fractural surfaces-in the
deposit. Gangue nrinerals are mostly quartz, silicified slates with a small amount.of sericite, chlorite, caloite ang
dolomite.

Figure 5.1 5 a geological plan of the Damajianshan copper deposit and Figure 3.2 is.a typical cross section of No.l
orebody in the.deposit. BDASIA notes that the entire area in Figure 5.1 is within Luchun Xingtai's current mnining
licetise and {hal e orebody widihi in Figdre 5.2 is based:of the currént available data dnd the true width should be
larger than that showii i the séction.
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5.2 Geological Database
5. 2, Daiabase Used for Mineral Resource Estimates

Databases used for mineral réscurce etimation are generated by licensed exploration entities and/or by the mines.in
Chirta. Guidelines specilying the appropriate samplmg, sample preparationand assaying techniques and procedures.
for different types of mineral deposits arer issued by the refevant government anuthorities. The databases used for
mineral resource estimation aré: generaliy produced following these sef guidelings.

The Danaishshan deposit has been explored: by surface trenches and underground workings, These swrface.
trenches drid undergrotind workings were developed by different dperators: of the property at différent times, and
their distributions: are somewhat fireguiiar. Tn genesal, surface frenches af approximately 100-m spacing were
developed. to. define the surface exposies of the mineralized Lodies. Systematic underground workings af an
approximately 50-m vettical spacing have only-been developed for the primary No.1 orebody A total of 13 levels,
fromi 4n.elevation of 586 m fo 1,180 m, were déveloped for the N&.1 orebody.. Each level consists of & drifi-at the
footwall of the massive mineralized stitictiral zone and 4 number of crosscuts with Himited ferigth at an frregular
spacing {geuerally 50 m to 100 m) A systematic sampling program along all accessible surface trenches and
uinderground workings forms the basis for the current mineral resource estimation for the Damajianshan deposit:

As discussed. previously, due fo historical: reasons, almost noné of the undernrouﬂd workings penetrate the
mineralized bodies. Sample assay results show thét the lgst saniples for, almost all Crosgeuts are still ore: grade.
Thereforg, the true Width of the mmerahzatwn systény is unknown. The nineralized system is alse opew to the depth
and. ajong; strike, mdxcamw surmf' cant -additional ups:de potential. The eurreit: minerdl Fesource estitnate was
conduc’fed using the controlled wxdrh of thie miineralized bodies, which BDASIA believes is conservaiive..
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Table 5.1 sumitiarizes the database used for the mineral rescurce estiniation for the Damajianshan deposit reviewed
in thig repdit.

: ’f‘&ble o
Mmem} Resource ’{) tabzse Stat:shcs for the E’)ama ;:anshan ‘\fhne
S:mx nle Type I Number
LVG Develupment '
Meters ' ' ] ' 3,071
Surface Trenching
Meters ' i 800
Ansens '
Individual Samples 1,203
Composites 23
Internal Check Assays 134
Externgl Check Assays 76
Densify Méasuremenis,
Rock o | 30

522  Sampling, Sample Preparation and Analysis’

Sampling forthe current resource estimation was undertaken by staff fiom KUST. Undergroting channel samples
were taken atarpund waist hefght in crosscuts and sometimes in drifts. Surface trench channel sarhples were-taken
frora one trench wall below the overburden. The channel samples-were generally: cut 10 centimeters. (“tm™) wide:
and 3 cm deep. The sample length was typically 2 m, but variable lengths may be used bused on. geological
characteristics.. Location of the underground workings and surface trenches. has been surveyed using survey
instruments,

Samiple preparation and analysis was’ undgrtaken by Géjin No, 308 Minera) Analytic Laboratory, & leénsed
coirnigréial analytic {aboratery localcd in chzu Yunnan. BDASIA visited ThlS analytic: laboraory duting the
February 2008 site visil 1o the Ddl?ﬂd}ldl]bi‘lﬁn Miiie.and found the facilities in' good order and the sample preparatmn
procedures generally consistent with mining {ndustry practice:

Copper; arsenic,. lead, zine, bismuth and éilver prade analysis of the samples was conducted by ICP-AES
{Inductively Coupled. Plasma-Afomic. Emjssion Spectroscopy) and AAS [Atomic Absorpnon Speciroseopy)
methods. High-grade samples above the detection Jimits of ICP-AES:and AAS were defermined using wet chemical
analysis. These analytical methods are widely used in the niining industry in Ching, and genetally produce relisble.
reguits, if conclucted coitectly.

A tofal of [,203 samiples were faked from the depiosit and fligir assay results wieré used for the clrrent fesource
gstimation, BLASIA ]i;ViLV\Ld thet oswma! assay certificates froim Geji No. 308 ‘vlmm al f\nalvnc Laboratory, and
has compared the assays certificates with sample gi ades.iused for resource estimation for some randomly selected
intervals. Nodata entty errors were found.

523 Quality Control and Quality Assurance

Assay quality -centrol and quality assurance: programs include internal check assays, exiernal check assays, and
arialysis of ubsay slandards, For 1,203 saniples used for mingral-resource estimation, 138:(11:5%) wee subject fo an
Interiial cliéck assay-and 76 (6.3%) werg sent for éxternal chitck assavs. Thé'exteriial check: assays-wete conducted,
by an impaired commcruai ‘assay hboratory in order 1o dctctmme the assay Guality, check assay results were:
compared with the onnmat assay resulis and the vdrfance compared with permitted raidom error linsits specsf’ ied by
government- reﬂu]ai;om for various gladr: ranges. Check assay vesults indicate that the dssay resulty from Gejiu Now

308 Mineral Analyac Laboratory' are generally reliableand cam be used for minetal respurce “estimation of the
Damajianshan deposit.
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524  Bulk Density Measurements
Bulk density data were collected using rock samples from undesground workings. “Thie bulk density of rock samples
was measured using a wax-coated water Immersion method..

A total of 30 hulk density méasuréments were undeitaken for the current mineral résource e_sj"ifim'afi.(m and the
average bulki deasity from the meaSurements is 3.035 grams pér ‘cubic céntimeter (“gfem™ ) BDASIA considers that
the average bulk density adopted-is reasonable and appropriate based o the minerd] composition 6f the deposit.
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a0 MINERAL RESOURCES AND ORE RESERVES

6.4 Mineral Resource/Ore Reserve Classification Systém

The Ausialasian Code for Reporting of Exploration Resuits, Mineral Resources and Ore Resérves, prepared. by thc
Joint Ore Resgives Commitice of the Australasian Institute of Mining and "viuallmuy Augtratian Insutute of
Geoscienlists and Minerals Council of Auslm]m i Seprember 1999 and revised i Decembet. 2604 {“the JORC
Codé”) 1s a minelal resinige/pre feserve elassification systent which has been widely vsed and % internationally
recognized. Tt has also been used previously in independent technical. reports for mineral resource and ore reserve
statensents for-other Chinese. publu compariies. reperting to. SEHK. The JORC Code s used by BIDASIA 1o report
the nrineral resources and ore reserves of the Damajianshan Mine in this report.

A Mineral Resource is defined in the JORC Code 25 an identified in-sity minéral oceurresice from which vakushle of
useful minerdls may be fécovered, Mineral Resources arg classified as Measured, Indicated or lnferred according to
the dégree of conifidence i the estitate: ‘

¢ 4 Measured Resointe js otie which has been interseoted and tested by drill holes of ofhier satipling
procedures: at locations whith are close erioligh 1o confirth continuity ami whiere nenscxen‘ﬁf’ ic data are
reliably known;

¢ an Indicated ‘Resotiree Js one which has, bech sampled by drili holes or other samplmg procedures. at
locations tou widely spaced to ensure continuity, but elose enough o give & redsonable indication of
continnity and where geoscientific data are known with a reasonable level of reliabil ity find

¢ an Inferred Resource is-one-where geoscientific: evidence from drill holes or other sampling procedures is
such that continuity cannot be predicfed with confidence and where geoscientific data may nat be known
with a reasonable level of reliability.

Af Ore Reserve is defined in the JORC Code as that pait ofa, Measured or Indicated Reésoiiee viliieh-could be
mined and foin which valuable or usefial minerdls could be recovered ggonopically under conditions’ reasonably
assumed al the time of reporting. Oie regerve figures incorporate mining ditution and allow for mining: losses, and
dre based oan gppropriate level of mine. p]dnmn mijtie dcs:gn and schéduling. Proved and- ?robdble Ore Reservis
are based on Measured and Indicated Mineral Resources respectively, Under the JORC Code, Inferred Mineral
Resources are deemed to be'toa poorly delineated fo be transferred iato an ore reserve categoty, and therefore rio
equivalent Possible Ore Reserve category Is recognized or used.

The general relationships between exploration results, minerai resources and ore reserves under the JORC Code are-
summiarized ia Figure 6.1,

Explaration Results
Mineral Resources Ore Reserves.
]nferred
increasinglevel 17T 7 T Tommmmmmm—— Ty
of geologicat i Endlcated o = s%‘ Probable i
knowledge and ! ;
confidence | Measured . s Proved
L i e e e o 2
g Cansideration of mintng, metallurgical, economic,
e marketing, e
legal, env;ronmental soclat and governmental factors.

Figure 6.1 Schematic Mineral Resources and Thelr Conversion to Ore Reserves
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Generally ore. réserves aré quoted as comprising pait of thie total mineral resource body rather than theé minheral
respurces beipg additional fp the oré reserves quoted. The JORC Code atlows for eitlier pracedure, provided the
system adopted i clisarly specified. in this BDASIA sepor, all the. ore reserves dre ineluded within the mineral
resource statements,

6.2 Ceneral Procedure and Parameters for Mineral Resource Estimation.

The methods used to estimate. mineral resources and the parameters used to categorize the mineral resources for 4
particilar type of mireral depositare generally. prescribed by the relevant Chinese government authorities. The
minerdal résource esiithates are based on stiictly dm‘mcd paramctus which' include miniminm grades, minfmum
thicknesses, and cutting procedures for-high g grades. The minéral respurces for a deposit ¢an be estimated. by the
mine géclogists and engineers or by i indepéndent engingering entity,

In order to provide a reliable mineral resource base for the Acquisition, Luchun Xinitai Iras Tetained Kunmmg.
University of Sciende and Teclinolog @y an mdcpendem govermment- ~owned entity witha vaiid exp[oraﬂon license in:
Ching, fo cenduct arindependent mineral respurce estimation in 2067 for the Damajianshan: deppsit reviewed in this
BOASIA report. KUST's address is 68 Wenchang, Road, The 121 Avenue, Kunming City, Yunnan Province.

KUST™s mineral resource estimales for the Damaiianshan deposit were dated July 31, 2007, As there was no.
produiction for the project sitice thien 1o the end of 2007, the mineral resoiirces for: the projeci as.of December 31,
2007 will not chanige from thal estimiafed by KUST in July 2007,

Thé i} hole-or channal samplmg, y dénsity required to defing 4 certain class of mingral résource depends on tligtype

of deposit: Based on the orebody size and complexity, a deposzi fs classified into certain L\p](}l dtion types before
niikieral resource estimation. The pramary Mo osebedy for. the. dea;lanshdn deposit comprises. large. tabnelar’
mineralized zones hundreds of meters in dimension with good conlinuity in both grate and ﬂz!okness it1s
categorized as exploration type 1. Other smaller mineralized bodies. in the: deposit have been categorized as
exploration type f11 ' '

For the, purpose-of minerdl yespurce estimaticn, all siy i‘ace {refich and Lmderumund ghaniiel sampling data, aiong
with ethér relevant geological information, werg c%:gm?ed into- the \Mi’G!S Systéi. by KLST. MAPGIS is a
computer soffwire systen widely uged i China for preparalion of plans and sections for mtmral igsource
estimation. Sections:and plans used for the 2007 mineral resource estimatian were produced by the software.

" The geological block methed, & polygonal method on. projected longitudinal sections,. was used by KUST for the
mineral resource estimation of the qu'\_uanshan Mine.. Based on mfolmatson provzdcd by KUST and discussions
with the KUST s fechnical personnel, the general procedures and parameters used in the mineral resource estimation
are described as follows.

621  Defermination of “Deposit Industrial Parameters”

The economtc faiaieters for mingial résoarce estimdtion afe refer réd 1o ag Deposll Industiial Paranteters™ ("R}
in Chitesé literature of u&chmm] reports;-and are ngrmally appmved by governmieit atthorities for cach deposit.
These parameters:generally include the cutoff grades {sq:amtcd info boundary cutoff ¢ grade; block. cutoff grade and
sometimes dcpossi cutoff "1&66}, mirimum mining width, and minimm waste exclusion widtin The DIP used for
the mineral vesource estiimates of the: Damapanshan dr:poqn reviewed in this report are summarized in Table 6.1

Debgsit Metal Cutoff Grade _ - Minimum Minimim Waste
posit 7 | Boundary | Block Depasit Width Exthusion Width
Phimvdjignshan Ciz 03% | 05%. 7% 1m 297

BOASIA has feviewed thess paramieters under ihé édonomic conditions: assumed By Lucun Xinglai for- the
Damalianshan Miné-and found thiern are iy geneval redsonably: defined. '
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6.2.2  Grade Capping ‘

A4 copper and other metal grades in the Damaiianshan deposits are quite consistent; and no significant sampies_ with
extreniely high metal grades (Gugliers) arg preseht; KUST believes that grade capping is unnecessary in resousce
estimation for the Damajianshan deposit. BDASIA concurs with KUST s cohelusion.

623  Determination of Block Boundaries and Confidence Level

in. the. block resource estimation, thie.orebody is separated into & humber of blocks, with. each block assigned a
resourée confidence class hased on thetype and qcnsi:ty’o_f auailable geological déta, Forthe Damajianshan Tesource,
estimnation, Measured blocks were based on underground channel satipling and surface trench sampling data at a
spacing of S0-m by 50-m to 100-m. Indicated category blocks were also based on underground channel sanipling
and surface trench sampling data, but the sample spacing was up to 100-m by 100-m. Generally, the Measured. and
Indicated, blocks were limited to the boundary formed by the economic sampling crosscut/trenches with no
extrapolation. Inferred category blocks were defined by wider-spaced surface trench samples or-exirapolating 100-
m to 120-m from the defined Measured and Indicated blocks for the No.l orébiody and 30-m to 40-ni for other:
minerslizéd bodies. Black minéral resource clagsification for the No.i-1 otebody on the longitudinal seetion i
itlustrated in Figuie 6,2,

800
Unaérgtound Drifts and Crosscuts
4 Surface: Trench 800
el =10
700
- GoD
00,
2548000 2518850 2518800 2518700 25 TREGH ZEAB500, 2518400 2518304 2648200

Figure:6.2 Block Mineral Resource Classification forthe No.I+1 Orebody

6.2.4  Mineral Resource Estimation

In the resource estimation process: the average channef sample metal grades were caloulated using the length-
weighted average of all the-channel samples within-the orebody intersection. The block average metal: grade was.
catoulated. psing ‘the: hofizontal Width weighted average of all drill channel intersections mside the block., The:
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orebody metal grade was calcilated using the onnage weighied average of all blocks inside the orebody. The
deposit metal grade was Caluilazc,d using the tonnage weighted average of all the orebodies in the deposit.

The block. horizonital width was the arithmetic average of all. channgls within the block. Block fonnages were
caleylated based on the block areas and thickness and fhe-average bulk density, Owbed} and deposit fonnages Were
based on fhiesum of the block tonnages,

625 Disciissions and Recogmmendations

Based on ourfeview; BRDASIA coamdcxs the rineral resource estimation prﬁLLdilTEb and paraniéters appiied by. the
KUST wythe Ddxmpmnh'm deposit 16 be generally reasanable: and appropefate; The Measured and lndmwted Blocks
were defined by uriderground channet sampling: ane surﬁue wrench sampling data, with a sample spacing of 56-m to
100-m, and have & high level of geological control. There is no extrapolation from data poiits-for the Measured and
indicated category mmerai resource blocks. The [nferred catewory blocks were defined by wider-spaced surface
sampling uenches or extrapolated from existing data points,

As discussed previously; the orebody horizontal width for, the current resource gstimatishy was conservalively
defined fof existing imderdronnd crosscuss’as these crosscuts aénerally have ol penetrated the drebodies. Whena
ncw:squmam, undergroufid development and/or dulimg pl{)gram is-completed; the average orébody horizontal
width s, expeécted o increase significainly, whighi wil result in a significant increase for the currently-estimated
mineral vesources for the éepm;t.

Historical production for arsenic mining from Damajianshan was not-well recordw{ and & total 300,000 t of ore
production was estimated to the end of 2004, ‘Mine preduction for copper and arsenic from 2005 1d 2007 by Luchun
Xingtai totals appioximately 25,000 t with an-average grade of § 56%: copper 6.28% arsenit; [.35% Jead; and 43.9
g/silver, Cossidering the mining dilistion factors pecurred during miifing, these mietal erades are i Hne with the
clitrent segolirce metal griides; The exage location of the histarical inine pmdmcrmn gould riot be determinéd, ot least
d part of the prodirction was from underground stopes along the primary ore- control | fault for the No i mcbcudv To
be conservative for the clirrent rasbarce estimation, a total of 325, 000 vof Fesources were ¢ deducted from: the curtent
Measured miteral resources. BOASIA believes: tiat this, deduction eliminated the resource uncertainty assaciated
with the historical mine production: for the Damajianshan dcposr:

Based-on;reviewing the drilling and sampling data, procedures and parameters used for the éstimation of mirerat
resources, BDASIA is of the opinion that the Measured, Indicaled and Inferred mingral resolircas estimated under
ihe 1999 Chinese mineral resource Systei for the Damajianshan ‘deposit by KUST also conform wv the equxvaiem
JORU miietal tesolres citegorfiss. The ccondmit portios of the Megsired and hidicated regpuiees can be iged to
estimate: Provéd and Probable ofe reserved, fespedtively,

BDASIA rccom;nﬁncis tlidt Luchun Xingtai andertake a new systematic-expleration programy: for the No,Vorebody as
$o0n as possﬂ}ic to. define the hangingwall and footwall, the nature of ore-waste contacts and the grade. distribution
together with structaral and gc:otet:hn;m} information of the mineralized zones. The exploration can be condusted
by uaderground development and/or underground drilling at an initial spaciig of approximately 100 m by 160 m.
Results of this new exploration werk will allow detailed: miine design and planiting..

6:3 Mineral Resource Stateraent

The mineral Tesolrce estimates undéer the JORC Todé -as of Décember 31, 2007 for the Damajitinghian depesit in
Lighwi, Yonban, as réviewed By BDASIA, are summarized in Table 6.2, The minefdl resources ¢stimated by
KLIST were dated July 31; 2007, As there was rio mint production from July t6 Decenther in 2007, the, mineral
FESOUILRS: §5 of Devember 31, 2007 do not chcmne from that of July 31, 2007, The inineral resource eslhnaus are
inclusive of mineralizativn comprising the ore reserves.
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ORI L - Table 6.2 - :
R : Dnmajia;i;sh:a_n _\flme Mmem! Resoume Summary ~December 31, 2{}0?

.K)R('?':.\ﬁper‘:a‘l Tonhage Grades _ Contained \lctah _
Resourpe ! ‘(k"t}‘ Cu As Ph Ln BI | ag | Cu A Ph i) Bi | Az
Crlegory e Yo B Y1 % Wy &/t Kt it kt ki ki t
Meagured 4652 | 179 | 685 L L34 4 037 | 0.24 | 511 1 831 SI81 7164 173 19| 237
Jndicated 3053 1 L70 | 782 ] L7901 052 | 628 | 574 533 2371 5641 165 801 18!}
Subiofal 7805 1 175 | 70t U oted | 043 | 024 | 836 | 1365 A5 1 12800 336 1841 418
Inferred ) TH78 1 L6 | 64% + 208 | 048 | 024 | 630 | 1239 498 | 167.21 389 1831 484
Total 15483 1 168 | 680 L 191 | 046 | 024 | 383 | 2604 | LO53 | 2952 TS ‘3721 903

G4 Procedure and Parameters for Ore Reserve Estimation

Ore reserves comprise that portion of ‘the Measured and Indicated mineral resource-that i3 pianned o be zmm.d
economicaliy and deliveréd fo the mill for procesting. In line with ot Chinese mining companies, Luchiin Xingtal
does not imdmenail} product an emerml org requrve qmemgm rather thisig alt exerusu winch xs carfied out in the
miring teams in prder fo producEs Hewever, given
the requirements for the Acqutss%mm BDASIA fas. 1ormalued L uclum Xmmal S mm{: moducnon planning
processes: and estimated an ore reserve Tor the Damdjlansham Mine. These ore reserve estimates have been produced
fromt the dn-situ imineral resource estimates. based on the economic Measured and Indicated resource-categories fram
which a mine plan has been. generared.

Forthe purpose. of conveding the economjc Measured and Indicaiéd mineral resources. 10 ore: reserves, the pverall
rining dilition factor and mining regdvery Tuctor bétween the in-sifi rhinéral reséurced and thé ore deliveied 0 the
mill for processing have 1o be detc:rmmcd s converting factors. Ah ovérail niining dilytion factor of 16,50% undet
the Chinese definition and a mining Tetovery factdr of §3.42% were dctexmmed by the Xian [mmme for the
Damandnshan Mine based on-the: mebody characteristics: and selactéd mining methods. No historical production
data-are available to validate these factors. i was assumed that the dilution waste has.a zero-metal grade* when
applying the mining dilutior factor and mining recovery factor to the ore reserve estimation.

It should be noted ilnt the definition of the mining dilution factor in China is different from that in most Western ‘
couritrics. The mining dilution factor in China:is defined a$ the ratio 6f the waste fonnage in the mill Teed 1o the
total il feed tonuage, butthe. mining dilufion Tactor in the Westis definedas the ratio of the waste tonnage in the
mill feed 16 ihe ore tonnage in the wiill feed. Therefore, when. using the: saile data for calcilation, the Western
mining dilution. factor is aiways higher than the Chinese mining dilution factor, with the dlifezencu gcttmﬂ farger
when the' dilutian facwr is higher; For exarple, the Chinese mining d[]unon f’da,tm of 3:00% it equivalent ta
Westeri mmmg_, dilutien factor of 3, 26%, and the Chinese fhining dilution facter of 16. 50% is- equivalent 1o 4
Western mining difution fiictorof 19.76%. As the JORC Code is used for mineral resource/ore reserve reporting for
this BDAS1A reporr, the Western definition of the mining dilution factor is used throughout this report.

BDASIA considers that the 'mining dilution factor and mining. recovery facior selected. by the Xjan Institule
generally reasonable @t this planning stage and will us¢ them fo eonvert the économic Measiied and Indieated
mineral sesotrees into Proved dnd Probable ore résérvies, The Chifese dilution frotorof 15.50% has been cuhverted
8 JORE dllutlon factor of 19. 76% in Ore résbrve bstimation

The mine design loss has been reflected in tlié overall niining: vecovery factors, The Proved ofe resérves are
estimated from the econontic Measured nrineral resources, and the Probable ore reserves are estimated from the
geonomic Indicated mmeral TESOUTCES.

BDASIA recommends that Lachun Xingfai monitor the actual mining dilution factor and mining recovery factors

carefully when the wine is i full préduction, and tse the aciually achseved minifg dilution factors and minisg
recovery factorsidn fufire ore reserve updates,
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6.5 (ir'e Reserve Statement:

The ore reserve statement as of December 31, 2007 generated by BDASIA for the Danmjianshan Mine s
summarized in Table 63, The ore reserve estimates. include both Proved and Probuable ore reserves. and the
Probable ore reserves are estimated for the Tong-term future of the Damajlanshan Minew The Proved and Probable
ore reserves have been estimaied from tlie Measured and Indicated minéral resources respectively.

Tonnage _ Contained Mefals

JOR( Or¢ _
Reserve Category (it} Agoit | Culkt As ke Phi ke Aot
Proved 4.548 2.6 G9.3 263 9% 198¢
Jrohable 3,130 4714 44.0 198 471 151
“Fatal CORINE 44.8 1139 463 1{6.8 349

66  Mine Life Analysis
BDASIA- has conducted 4. mine life analysis for the Dama_]mnshan Ming reviewed in this studv based on the
December 31,2007 ore reserve estimates and the anticipated 2009 production rate (Table 6.4). 1t can be seen that

the existing ore reservesaresuificient fo suppart pmdnctmn at the anticipated 2009 production level for 18.2 years
This.ore teserve mine Hfe may change q15,m§mam vinthe futvre due to the fe[lowmg, TEASONS:

¢ Additional exploration and development of the ming could convertsome of the Inferred mineral resourees
to, Measured and Indicated mineral resources, which in turn might bé converted to Proved and Probable
oie teséryds, These new ore reserves will ficrease the ming life]

s  Addilional expleration niay also find additional minetal resources within the mining license areas. Some
of these additional mineral tesources might be converted to ore réserves, which will extend the mine 1ife;
and,

¢ Chunges inn the producticn: tate wil 1 aiso ulzant*e the inine life: The wiine Eifé will be shorened if the
production raté is inoreased 1o a lével bmher Than the anticipated 2009 producmn level.

o . Ore Reserve Mine Life Additional Resource Mijie Life
. 2009 Prod . :
Mine - erg;,;:}f;‘;m- OreReserve | Mine Life Additional Mine Life
~ ' MG (2) Resource (MEy {a)
Damajianshan | .. 0429 | 7,798 18,2 780 918

Nofe: Addittonid resowrce migg e i estpnated bused o extracting. 30-100% of the mieable pordon of the additional wineral
HESOUICES.

6.7 Exploration Potential

BIDASIA believes that significant additional exploration potesttial exists for the Damajianshan deposit because of the
foHowing reasens:

& The ore zone horizontal width for the NoJd and No.Vill orebodies in the cusrent resource estimation. was
conservatively measured as most of the sampling undetgﬁmund crosscuts do not pengirate the ore zones.
Additional drifting and/or drilling are expected 10, increase the urebody horizoatal width significantly, and
therefore, thorgase the mineral resource significantly:
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¢ The ore zenes for ihe No.d and Ne VUl orebodies are defined by both underground development and
surface trénches. The orebodies abe still-open to the depth and along stiike;

& The nhié other mineralized bodies in the deposit were ohly defined by limited surface tienches. Furiher
exploration @ deépthand along stiike should ingredse mineral resources; and

¢ Add’iiigﬁ'ﬂal mirieralization could also be found outside the 11 identified mineralized bidies in the deposit.
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7.0 MINING

The Damajianshan. Ming is-an underground operation currently undergeing a preduction cap'scat} expansion from:
300 tpd to 1.300 tpd or 429,000 1pa. Mine production was suspended at the end of the first quarter 2007 for the
planued expansion. L uchun Xingtal retained: \wm Nonferrous- Meia[iurgzcal Engineering and Research Instituig 10
carry oubs; féasibility. study forthe expamxon The miné design in the feasibility study is based on current Chinese
practice and current inderstanding of the mineralization system. n BDASIA's opiaion, it cail only be considered
coneepiual due 1o uncertainties: wiith the gebnietry of theorebadies to be iired and lack'6f gemechmcai information.
While this is copsidered a limitation, examination of the existing ceological datd together with an underground
inspection of te'expoised ore occurenives mcﬂcales that thé assumptions. contained in the feasibility stiidy reportare
generallyreagonable,

7.1 Orebodies to be Mined

The current mine plan produced by the Kian Tostitute will only mine the Measured and Indicated mineral resources
in the largest No.J and No.Vill orebodies i the Dama;unshan deposit. The No.l orebody is a large tabular zone
coaaszstm\g of mineralization.cotitrolled by a norti-northwest-sttiking fault. The fault zone: is sieept;y dipping to the
northedst at dn angle of 48° 10 87° and is filled by 1 to 6 m of massive quartz-sulfide veins and surrounded by

strongly silicified and inineralized slates, The mebody extends fromi an elevation of 580 m 3 1,170 m at the surface
aind 15 8ifset bya post-niineral faull into. two sub-oiebodies.

The Nol-1 crebody is: thie largest ore xone identified to date i dhe Damajianshien deposit and contains.
approximately §3% of the cue rcml} defined Measared and Indicated mineral resources to be mined.. The orebody s
appwxnmtcly 700 m long st the: surfdce: extending at the surface frem the elevatdon of 380 m fo 960 m. As
discussed previously, its controiled horizontal width ﬁem undergromd erasseats and surfiace trenches ranges froni.
less than [0 m 16-¢ver 70 m with 2 stated average of 21 5, The irug width of the orebody, however, is. un!\nown 48
the sampling-crosseits penerally failéd to'infersect the h;m_g,mg wali or fostwall,

The No.J-2 otebody is ot currently welt defingd. Itcontdins only abiout 1% of the Measured and [ndicated mineral
Fésoliices to-be mined. It is approumately 500 m lang mth an avetage controlled width of 4.6 m, exteiding from an
elevation of 966 m to 1,170 m at:the surface. As in thecase of the No.l-1 on ebody thetrug width of the mehod\ is
unksown but could be much targer:as the crosseuts generally did not penetrate the ore zone.

"Fhe No,VIH ozehcdy containg zbout 14% of the defined Measured and Indicated mineral resousces and is Jocated
about: 200 m west of the Na.l oretiody. The orebody is 227 m long alohg strike and 'wemszely 240 m wide, Ttis
onily defined by twa surface trenches and two undergrovind levéls eurrently and is open in- alingpst all directigns..

7.2 Minidg Systém

Mine accuss togcther with, ére aad waste tansportation is by adits connéctid witl ore pusies, wiiste passes,
ventilation iaises and suh level access: maitips. Eachvadit will pmwée ACCess 1.8 haulage drift driven in the footwall
and conmected to the raises on each fevel. Theore and waste passes will be equipped with vibrating feeders o load
the haulage cars for wansfer of the:ore and waste 1o suxface, Currently the adits are not: connected.  Production
above the ( 50-m level {YDZ, which is at-the mill elevation), will be transferred through ore passes to: that level for
haulage to the mill’s coarse:ore bin, a distance-of approximately 200 m beyond the. adtr entrance, Production from
mining areas at Jevels below YD2 will be transported to the respective adit entiance and hoisted, vid an. éxterior
inclinegd i rope hattage way, 1o the mill’s coarse ore siorage. Track haulage is employed on the YD2 adit uil]mng, 50-
pownd, rail ‘on concreie:ties. ‘Qre and waste passes will be ‘equipped with vibrating fesders for foading. 1.2-cubje
nieter m”’) side t:ppmﬂ wine cars hauléd by 7-t electric locomotives. A total of seven locomozwcs will be
reguired. Waste front tine develapmem Wwill be dumped into the’ existing tailingsares. Ventilation raises connested
1o each level and sub-levelwill provide adequate ventifation for all working levels.

“The host rock for the; orebodies is generally sericitic slates exhibiting some phyllic alteration, {round conditions

were reported 1o be generally good throughout the mining area except.in the immediate vicinity of the main fault
which appeared o be iti the nriddie of the defined ore zone. No geotechdical dafa was;available, therefore this
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statement is purely based on.limited observation underground as o vistble ground :suppert was seen jn areas that
had been. open for a number-of years from the previous arsenic and copper-arsenic mining activities.or in crosscuts
diven in receiit. yéars 1o delineate the ore zones. Thére was no indication of high inhérent stress levels in. the
nndergrolind dnfzq visited. The midin hauages will be sipported with shoterete and alditiona! mechanical support
as diciated by thie lodal conditions.

Ground water is not expected to be significant, hoswever, during the wet season considerable-amounts of water
would ingress drouglh. any stopes: wlhich weie open to surface together with seepage through faults. No large
quantities.of ground: water liave been jntersected. to date and.there is no increase in water with depth. Therefore, it
would appear that the water flow is:seasonal and czn be adcquatcly drained through.the.adits without puraping and
colfected inthe mill proeess water system or tailings pond for treatment and wc:ytlmn

7.3 Mining Methods

I

Sub-level stoping, with atd without pilfars, has been'eonsidered as the: mining method for the No.I-1 ofebody based
on curreutly agsuinéd dimengions. The Xian Institute considéredthis method to bé giib-level caving; however, whei
reviewed fn detail, ﬁae caviig refers to the waste rock and not to the: ore. Therefore, BDASIA believes ilmt the
correct terminology fs- subilevel retfeat mining, The Xian institite believes that due to the gosd grownd conditions
and - liigh p;oduulon rate, mining wilh piliars was sot wecessary.  However, it has tecognized that a lowsr ore
recovery of onEy $3%;a hlg her difution: factor of 19.8%; and-difficull ventilation conditions. would resuli, BDASIA
is-of the opinion that this approach is-adequate but the difution could be slightly higher than expected by the Xian
Institule.  Sublevel nmiiixing with gillars would be preferable when nining, widths average over 20 m with. &
competent hanging ‘wall, Should the-ofe Wwidth increase to,+30 m the miliing would be changed 1o transverse, which
wouid necessitate rib pitlars. Theretore, until the frus widsh has been detefiined the detailed mining method eannot
56 finalized. th the curfent phrmmﬁ coticept and thé incorporation of pillars, 1he. siblevel interval cauld be
intreased (6 12.5-m or more fora 50-m stope helght compared (o the:current lagout of 10-m sablevels, resulting in
more tonnes per meter of dévelopment. This would maximize ore recovery (+ 0%} and lower dilation (to possibly.
12593 at.a sligltly highet cost due to 2n-estimated 20% incresse in deveiopment Itisunderstaod that: barger than
cutrently planned drilling equipment is available i China, therefore, increasing the sublevel interval and utilizing
tonger/larger: Blasthodes.i§ possible.

Natwithstanding thé foregoing, the cirrent produciion forecast'is based on’ mining withiodt pillars. To: fatilitate
fining i this zone it is ebseﬁlm] thit thie o boundaries be aceurately definexd 1 enable a higher degree of mine
plasmmw Current plat‘snm i 15 15 utilize 65-mm aphol i, retredting, from the h".nfrm;, wall; Mucking on cathj
sublevel is: p[annLd with ’?0~m3 electric load-haul- duinp {"L.HD™) machings o transfcr ore from the sublevel
drawpaints to therore-pass. The planmd devc?opmmt will reate slopes 50-ri in height with access provided from-
each haulage Jevel. Sublevels.areplanned at 10-h intervals with a.ramp access to the adits and connected 10'the ore,
waste and venilation faises. From each sublevel a slot raise is driven to the sublevel or'main fevel wbove. Main
haulage ways are planned at a size f 3.0-m»4.0-m, sublevels and stope drifts at 3.0-mx*2.0-m, ore passes and waste
passes.are ai adiameter of 3:0 m and 2.0.m, respectively.

It is profosed to ém overhand ftai hack shirinkage stoping for the No.l-2 orébody dué to the narfow projected
widthi o provide fexibility as the oré cantdcis are aot clearly defined as noted in the No.J- | erébody. Morgacturate
delinedtion of the contdets i esaemml o improve:thie mine plannidg With the curiént indicated width of 4.6 m, this
zone could alss b mmcd with a sublevel long-hole mining method and definitely 5o if the true width is greater than
cuirently-assumed. The current stope planning invelves 50-m high stopes as per the sublevel open stopes and 50
on strike. The-resulfing crown. pillar is 3-m thick, the sitf pillar § m and the rib pitlars. 6-7 m.. Drifling will vtilize
both jacklegs and stopers. taking a Z-m 1ift. Sufficient ore is drawn after each blast 1o maintain the correct working
elevation within thestope. F[us is an acceptable approach to.mining steeply dipping narrow-ore zones.

7.4 Mine Pradiction and Dé?e.lﬁpﬁient Rites

Baged an the curmzi}v indicated tonnes per verdical meter, & pining rale 19 the order of \600,000 tp% should beé,
sustainable piowded that thie necessary devélopment work s completed, The proposed pzodummn rate of 1,300 tpd
1 ti1en,ﬁ)re considered achicvable. Gwen that the current oii¢ outlines appear to undersiate the reserve as’ the
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exploralioh crosseuts did Aot intersect the hangingwall and footwall contacts, the pofential for a further increase in
production rife’1s not unveasbriablée. :

Prior to flie 'chmm‘e‘zjcement.‘ofpro.dﬂéﬁon‘ at the planned rate of 1,300 ipd at the end of 2008, it is planned that three
stopes will be developed and a further two under development. This will involve the completion of approximately
6000 mr-of development(2°years with-four development crews). The annual development requirement after that is
9,230 m, comprising 1,804 m of access development, 2,706 m of exploration development, 3512 m of stope
prepacation and 1,208 m of ramp development.

The foreedst ming developiiént and p__rc_sdm:jﬁon for 2009 10 2011 15 shown it Table 7.1, The developnient ratés are
cotsideretl repgondble given thie planhed manhpower and the nuinber of working areas available

105, 20092011

: Forecast . .
: ‘ 2009 _ 2010 _ 2011
Developwient (in} 8250 . 4230 9.23()
Production (kf) 4290, 429.0 429:0

Mine-development:is underiaken with hand-held air-operated equipment with mucking carried out with electric track
* mounted rocker-shovels. Ramp development dnd production mucking will be carried out with trackless equipmient.
Developmeit dimensionsare ddequate 1o satisfy the venfildation reghireinents.

7.5 Recommendations

T e previous sectionis, BDASIA has recommeinded, conducting a new ‘phase of exploration work for the Na.}
orebody ‘as souii"as possible 16 better define the geometry of the mineralized zone as well as ils grade distribution,
structural and geotechnical information, ‘When this exploration work is completed, a new mine. design and detailed
‘mine planning should be condacted. Appropriate mining methods and production rate will be selected based on ihe
new date Tor this orebody. BDASIA befieves that Luchun Xingtai shiould postpone the currently planned 1,300-tpd
startup and restart the mine development when the new ore outlining exploration work has been completed and.thé
Taing design updated in.accordanice With the new reserves.. This will delay the initial miine priduction, bat the mine
Will be more profitablé in the long . '
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8.0 METALLURGY AND PROCESSING

The concentrator feed for the Damaiianslmt‘z Mine will mostly come from the No.J-] ovebody under the curient-
feasibility studv The minerats of ¢eoromic importance are copper; leadand arsenic sulfides. This ore wai tigated
previously; on a limited scaje, i a 300-1pd flotation plant i 1 2005, 2066 and: 2007, The processing rate in 2000 is
planned to reach 1,300.-ipd ence the: adiditional concentrating and tax[mcrs disposal facilities are-completed. Flotation
will remain the coneantration process of choice.

8.1 Testwork
Compreheiisive tabaratory 1estwork oft the Gre was condiicied by the Research and Degign Institute.of Yirmnan Tin
Crrotip Comipany Limited and repoited 1 in *Test Repoit oi Mibera) Saparallon of Luchun Copper, Lead, Arienic and

Hismith Polymietallie Sulfide: Deposit™ dated May 2005, This report discussétd the sample tested, the testwork
conducred and tes results, which are al? summarized befow

811 Sample

The sample used in the testwork appears.to have been taken from the developmentore, The sample preparation was
conventional: crushing, sereening, blending and splitting intg required test changes. The latter were used forvarious
abalysts as welE as grinding anid concentration Tests. i

The senn«qnantataﬂve spectnraphic analysts of the sariple revedled the presence of arsenic, aluminum, jron; 'silich,
copper and calciug (all above 1%),. followed, by manganese. {0.8%), magnesiun, 1éad dnd dnium {all 0.5%):
Smali quantities of bismuth, tin' and zine (11 0, 05%%),/a5 wellas beryitium (both 0.00 1%} were diso detected.

The quantitative chemical analysis established the presence of the following values: 1.58% Cu, 0. §5% Pb, 0.083%
Zn.0.139% Bi, $.83% Fe, 5.39% As, 6.24% §,:0.275% Ca0, 0.569% MgO, 61.44% Si0y, §. 57% ALO;, 0.068% Sn,
36.9 ¢/t Ag and less than 0.2 g/t Au.

The iireralogicdl composition: analysis of the .ore established. fhe presence of rwenfy-nine mingrals, of which
ningtedn wete wetal. aidd fen weie gaiigiie mmc;rals €opper mingrals e mainly chalcopyrite and cubanite with
simall aimount of covellite, tenhantite dnd malachite. Leéad minérals dre maiily galena; diglesite, dnd cerussite With
small aioinits of lead avsenates. The arsenic mineral is mainly arsencpivite along w uh syiall smounts of arsénates.
The bismuth-wineral is bismuthiinite: ixor& minerdls dre mainly pyrite pyn hotite: and limanie: Gangag iilnerals are
quartz; feldspar and chlorite,

Close o $3% of the copper eccurs as-chalcopyrile with minor covellite, both readily recoverable by flotation, The
remaining copper océurs as malachite and tennantite, or as sulfide inclusions. {which cannot be ﬂ(}alezij in quartz or
as Thehisfons in arsehopyrite and pynte (wiuch downg:ade copper concentrates), Chalcopyrife grains ave generally
betwgen 001 agd. .15 nav, “Theé minimuiy size 1$:bejow 00001 mm. 1t may be loeked, W'a, smaller degree, with
arsenopyrite, quastziand chiorite' and with galena and. bismuthiiiite: A covcllne film ‘often covérs the chalcopyrite
syrface: :

Arsenic is mainly present as a]Senap}uIe {over 97%); its arsenic-content ds'close to 40%. Tt Has acopper content of
about U.1%. The arsenopyrite grain size Is between 0.01 and 0.15 mm. [t may be locked, to asmaller degree, with
gther sulfides and quartz-and chlorite.

Lead mineral occurrerce is complicated: from: the processing point of view: The: lead mmera}a incinde &alczm
{flodtable sulfide), anglesite and cerussite- (lead suifate and lead carbonate which xcquu € a cohiplex flotation. iegime
hardly applicable and geongmical i this case) and arseiiate {lmdemrabie due 1 arsenic impurity). Galena ushally
conitains small inclusions of silver; bismush and antimony. “THe: galem grain size ts'wenercﬂly 0009 & 6.13 i,
The lead present 25 galena accounts. for 39% of thertotal lead and it sHotild be rioted thats omy 1liis lead mineral could
be ceonoinicaliy pmceﬁ%ed and recavered fn thié plant under construction;
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Bismuth secars as bismuthinite: [ts common grain size is-from 0,005 to 0.074-mm, and its shape is acicular and/or
columnar. I may befound free or with quartz, ehlorite, pyrite, arsenopyrite and chalcopyrite:

812  Testwork and Resuls

Sevetal approaches for coiceniration of copper, lead, silver and arsénic were evaluated, inciuding various biaik
flotation procedures: followed by separation, of the bulk concentrate comporients into individial cohcentrates,
combined gravity concentration and flotztion, and selective flotation. Evalustign of the above dapproachics. along
with changes-in fineness of grinding and reagent regimes showed that the most advantageous concentration method
was the bulk flotation of copper, lead ‘and. silver followed by arsenopysite flotation.  This approach. yields
coppey/lead/sitver rougher bulk concentrate; arseriic rougher concentrate and final tail. Affer several cleanings, the
copperileadisilver roagher bulk concentrate is subjected 1 copper and lead:separation. The arsenfc concentrate: is
cleaned several imes witil thie required purily is obtained. The tail from the arsenic flotation is disposed in a tailings
pond. The optimum grinding was determined to be 80% léss than 0.074 mim. The-reagents were conventional and
readily available. ' '

The flotation restlts bitiinied in the closed:circuit laboratory test showed that copper congentrate contained 25.66%
Cu, 2.034% As,3.93% Pb, 1.35% Bi. 463.3 g/t Ag and 0.50 g/vAu, while recoveries (distributions) of the relevant
metals were $2.009% Cu 1.28% As, 37.15% Phand 22345 Bi ‘

Arsenic concentrate contained 0.558% Cu, 26.56%, As, 1.4496% Ph and 0.395% Bi. These same metals were
distributed in the cancentiate:at 11.59%. $2.97%, 36.71% and 45.04%, respectively.

813  Discussion of Tesiwork Reésulfs

The two aspécts of the coppér concédtrate 1e. High arsenic content (2:05%) and iow legd distribution (37.45%) are
noted. Both ate related o the natiire oF the ore it the deposit.

Regarding the arseitic; the mineralogical analysisdiscussed varlier demonstrated that chalcopyrite and. arseriopyrite
are, in some cases; finely dispersed and locked in each otlier, The grinding which would be required 1o liberate
fhese fwo minerals from each other and fhus reduce arscnic in the copper concentrate would have-to beso, fine 50
that it would gravely affect the. efticiency of flotation. and result in low metal recoveries. Therefore; a sharp
separation:of copper and arsenic inindustrial practice canhot be expected.

The high drsenic content ¢f the copper colcentiales praduced fom. the Diwtiajianshan, Mine is of coticern, 19
BDASIA as it conld iinpact. the salability and sale price of the: copper concéntrates. Based on the current
condentyate sale conract, there wilt bie a price deduction if the arseni¢ content is from 0.3 1o, 2.0% in the copper
concentiates and the copper concentrate will be rejected if the arsenicicontent is higher than 2%, Luehon Xingal
Tias presented data for tie arsenie cantents of the copiper concentrates produced by the 300-tpd mill. They generally
range Trom 1.2-(o' 1.6%, which are within the saleable range. BDASIA believes thatit is very important for Luchun
Xingtai 1o closely monitor the arsenic content in-the copper concenirates prodused by the new 1,000 tpd mili and
control themy at the current or a Jower level. '

Regaiding iow tead distriBution it is avléd that enly abiout 39% of the 1otal lead present in the ore is in galéna
(reddily floatable sulfide). while other léad miimerals (sulfate, carbonate, arsenafe) canngt in this cdie, be
economically recovered. Therefore, whin the lead and copper are separated, Jess thiii 40%- of the total lead présent
can be'expected to find its way into the jead concentrate. Themost likely lead recovery te the lead concesitrate in an
fndustrial process will be in {lie'33-36% renge: '

i the future ore:is the same or similar io thatrepresented by the festwork sample, it cannot-be realistically expected
that results better than those obtained. in the laboraiory locked-tyele test: can: Be industrially: obtzined unless an
additional and suiable. process and flofation:secfion are incorporatéd in (he design. It is fecommended. thiat more
testwork, on a fully representative sample shioiild bé performed in arder o settle the issue of topper and lead
recoverios.
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8.2 Processing

The flotation processing 6f this dre typé is well understood and employed worldwide. Generally, it consists of
crushing and grinding to the. necessary. finebess and the flotation of copper sulfides followed by arsenapyrite
flotation. In the tase of the {)ama_jmnshan ore. the lead, i}lsmuth and silver minerals will report in the copper
congentrate. They may: be separated frons the-copper if deqrrcd The-arseropyrite, pyrite, cte. are:depressed during
copper-flotation step. nthe fo Hewma stage, the arseniopyrite is activated and floated into a separate concentrate:

8.2.1  Processand Flowsheet

The.copper, lead, sifver and arsenic concentration proceéss, designed based on the described testwork, comprises:

Crushing {open clreuif) of the run-of-the-mine ore in 2 600-mm»900-mm. jaw crusher;

Screening of the ‘Jaw crusher product-on a vibrating screen at 12 mm;

Crushing (clmsed circuit) the +12 mm screen product in a H3300. hydrocone crusher;

Grinding; i a closed circtit with double serewe classifiers, of the ~1Z mm screen product {in MQG
2,700%4,000) to §0% -0.074 mmy:

(,ond;taomng, s of the ground product piior to copper-lead birtk flotation.

Buik flotation of copper, lead, bisrivath and silver minerals;

Cleaning the bulk flotaticn concentrats and scavenging the bulk flotation tails;:

Flotation, separation of copper and lead viles from the third bulk cléaner concentrate: inlo separate
coneentrates of coppérand ledd. Part ol silver and bisinvth report with the lead;

Rougher fotation of arsenopyrite fron the copper-lead bulk flotation tails;

Cleaning of arsenopyrite rougher flatation concentrate fo praduce the final arsenic.concentrate; and:

& Dewmermg of separate copper;: lead and arsenic concentrates in individual seitiing fanks.

¢ @ % 9

¢ e o @
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The process flowsheet is schematically presented in Figure 8.1, }'is noted that all eqhipment, except the hydrocone
crusher, 18 designed and iade in China. The fotation reagents are conventiohal and readily available. The flotation
FEESEIHE (and their consiimption in'g/t) are as follows: calcinm oxide (6,000}, calcium hypochlotite {2,800), copper
sulfate (56); ammioniun chloride (756); sodiyny carbonate {756), sodium ethyl xanthate (33.6). ammoniuin’ butyl
santhate (44:8), a dxthmphmphate (33.6}, sodium methyl glycotate (252); sodium sulf‘ de (200-400), Zinc sulfate
(4.006) and sodjum silicate (300). )
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Figure 8.1 Ore Processing Flowsheet for the Damajianshan Mine

8.2.2 Di‘%"cus‘s’ions and Recomum m’:{iations

The process is weil chiosen and H 1§ beligved that when ﬁnc—tuncd it could yield the resilts that wonld be optimum
tor this ore typé. The fine-funing (reagent ac{]usnnent flow modifications) can take place in the course of the

production.

E¥ne feature of the fowsheet, in BDASIA gopinion, requires further consideration, namely the settling fanks. for the
three individual concenfrates. BIDASIA s concerned that the settling tanks will not perform satistactarily and that,
perlaps, significant mefal losses could, aceur in fhe setfling tanks” overfiows as well a5 in handling (spillage, elc:)
and transfer of the.Concenirates, Consideration should bé given to drum or dise filters o dewater the, concentzates
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9.0 PRODUCTION

Forecast conccmr’um pi’OdLECU(}f‘% For the. Damajianshan Mine bised on the Xtan: Instituie feasibility study for the
2009-2011 pericd is sumnraized in Tablé 9:1. This fovecast 1s based on the expectation thas full production: ‘capacity
of 1.300-1pd ws]E be reached at the end of 2008, The forecast mill feed 01ade ~aries-between 1,40% and 1.76% for
copper, 0:99% and 1.17% for lead and 5.76% and 6.29% for arsenic in different years reflecting the grade
distribution in the-deposit. The forecast mill recoveries for copper, lead, and arsenic for the period are 82%, 35%
and 75%, respectively, which is in line with the metatlurgical tests discussed in-the previous section. The reports by
Luchun Xingtai showing that fie actual overall mill recovery from 2003 1o 2007 in the 300-tpd plant was §2% for
copper and 70% for arsentc also provide support for the forecast mill recoveries.

‘ Forécast: T
2009 T | 2011
- Milled Ore

Tonnage (k1) ) 430 429 429

. Cu Grade (%) 176 1.40 It ] 140

Ph Grade (%) 049 1.17 117

Asg Grade(9%) ) : 639 ) 5,76 576

Cu Metal {1} 7.560 6.020 6.020

Ph Metal {1) ) 4,250 3,040 5,044

As Non=metal {1) 1. 27,000 24,760 . 24,700

Mill Recovery L

Co (%) . §2% ) . £2% . ) 32%

Ph{%} - . ) L A%% | 38% ) 35%

AS (%) L 5% ' 73%:- 75%

Finzl Products.

Copper Concentrate (1) 24,780 _ 19970 19,730,

“Cut Grade (%) 25% -  25% 25%

Cu Metal {) ‘ - £,200 I 4930 _ 4,930

Lead Concentrate.{t) , 3.310 3,920 3.920

Pb.Grade (%) 45% 439% 45%

Ph Metal {t) 1,450 1,760 . 1,760

Arsenic Concentrate () _ 67,410 . 61,800 61,80

. ASCrade (%), . I N 30%, e 30%
AsNommetal ) | 20,220 18540 RS0

Three concentrales will be produced from. the mine: copper, iead and arsenic. The copper concentrate grade is
forecast at 25% Cu, the lead concenirate Srade:45% Ph, and the arsenic concentraie 30% As. They are all in the
range. mdmted bv the melallmymi test work [”oial coppm pmducuon m the coppe; wncenira&:s will be 6,2(}0 i m
preduclton m ead comentratc i1 49(& tin 20{}9 and l 760 t in 7010 and. 2011, ané'fdl'écastiarscmc pmduc&lon in
arsenic concenirate is 70,22(} vin 2600.and 18,540 1 201G and 2017,

BDASIA. believes that the forecast production is: generally achievable for the current 1,500 tpd plan. Hawever,
BIVASIA has recommended fhat Luchun, Xingtal carry out additional resource definition exploration wark for the
Na.1 orebody as:soon ds possible:dnd.redésign the mine based onthe findings of this exploration work, This will
hkely result in & delay in initial production of the project. but the mife prodiiction rate!will likely be hmwr aid the
mine will be miagé p:oﬁtablc
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0.6 OPERATING COSTS

Based on information: in ‘&lan [nstitte’s feasibillty study, BDASIA has develcpcd foregast lhif :mnme mx{img,,
G&A and ofher costs on a per-tonne basis, for ore milled. from 2009, whed the mine ‘will be i full production, to
2011 for the Damajaanshan Ming. BRASIA has also calewlated a wipit pmduu operdling: cagh cost and total
production cost for the eqiivalent prifisary product {copger in copper concentrale} of the ‘operation by converting afl
‘other ;Jroducts 1o equuaient privgry-pioduct using the projected prcduct sale prices as pmwdcd by Luchon Xingtai.
The pr lmaly product for the opez‘ztmn was selected based o its eeonomic impartance.

The operating cash costs include mining costs, processing costs. GRA costs, selling costs; enwronmuzta] protection
COSLS, produchen taxes, resource: compensauen levy, interests on loans and other cash cost ftems, The total
pzoductsc}n costs mmpx ise the O;Jz,ratmg cqsh costs deprccmtmn amom:ra{lan costs arzd chcr nonncash wst ltems

BIASTA has convcmd these costs info G mted States dollals {u SS)

Table 10:1. summaﬂzes forecast unit costs from 2009 to 2011 for tiie Da:ﬁajians}mn Mine.

. . Foretast .
‘ : . . 2409 ; 2014 2041
Mining Cost{RMB/ of oreniiiled) R ‘ ‘ 39,1 LY ) 39
) (USSA ol ote milled) . 530 550 330
Milling Cost (RMB/ol ore milled): B £33 83.5
) (LSS of re mikicd). ‘ 1153 AL ] 1174
CIRA and Oher Costs (RMBA ol ose milled) 1021 1003 1005
{LISSA of premilledy 14.33 T4.14 1411
Tota Upf:mtm;..( ash Costs (RM B/ of ore millied) 2470 o 2axy e
' {88/ of oremilled): L 31,35 31.35.
Unit Progict Operating Cash Cost*
Eguivalent € opper Yetal in Coneentrate {RMEBN) 12,108 15100 © 18,100
{USSh) 1708 i 240 .
Unit l’mdn‘ci Tutal Production Cost™
Eqeivalent Copper Metalin Concentrate (RMBI} 13500 17,000 17,000
L {Usshy ) 1,396 2,390 2,400
* In coloulation tJf rire witH, product operdiing ¢ash cost mrd 1otel pi et cost all m}'rw produces hizve been.convered o equnm‘cm c'o;;pe.'f
il i conpeniile based dn the pri m!nc! mles p ;wv parovided b fiw I,

The total meramw cash cost 13 fmcr.ast at RMBII7.0/ (US‘SSO 514) of milled ore n 2009 and. RMB222.94
(US831.35/1) in ”010 and 2011, The mining and mﬂ?mg cost esfimates are based on self mining and milling
operations; The mining cost is forecast at RMB39. 1/t (U85 .50/) of ore milled and ihe milling cost at RMB2I7 0t
(U‘x‘SH 53/t In: 2009 and RMBS3.5/0 (USS11.747t)- in 2010, and 2011, The Gi&A and other cost s forecast at
RMB I102:1/4 (US14.354) in 2009 and RMB100.3/ (US$IOO 3/} in 2050 and 2011, BDASIA belidvés that these
costs veflect current Chinese cost structures Tor-gimilar mikihg operations. and therefoie are wns;dered reasvirable
for fhe presented 1,300+pd ming plan.

(’opper is the pa imaty inetal in cmzcenir&lcs produced fram the: Dama‘;unsimn Miig; lead; arsenic, and silver credit
il -concentrates we:rc, converted 10 equiva alent copper metzﬂ i concentrate for cost anﬂtvsm Forecast-unil. U;Jeramw
cash costs-and it totzl srodiction eosts ot equwalem coppermetalin concentrate are shown in Fable 101, These
costs are related to the operating cash-costs, the sales price ratio: of the findl products (metals in concentrales), and
also to (he average mil] feed metal grades. The forecast unit total ‘production costs for eguivalent copper metal in
concentrate are smmf canfly lower than fire current market price’ for copper mefal in concentrate, indicating trat
Damamnshan would be a very plof“ {able pperation if thé, fiituré mmetal prices wollld be consisient with the current
meta) prices,
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The-additional resource definition work recommended and the resulting changes to the mine/mill production plan
will affect the forpeast cdsts and metal production. Tt is the opinion of BIASIA that these changes should have a
positive imipact ¢n the operating cost structure.
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1.6 CAPITAL COSTS

The forecast capital costs for the Damayansﬁan 102011 are shown iit Table 11:1. These costs are based of Xian
Institite’s feasibility shidy for thie 1,300 td mining project and wHL‘ct the cirrent cost strictire of the work bemw_
canied out on the site'and projected future: capital eapenduures BDASIA notes: ‘thiat construction for the new 1,000
tpd ‘mil} was nearly somple;ed during BDASIAs site visit and it was repor ted by Luchun Xingtai that the actual
capital cost for the expansion will be fower: than estimated in the Xian Institwte feasibility study. Based on Luchun
Xingtai's estimate, the capital expendifure for remaining of 2008, as: of Md}’ 31, 2008, will be approximately
RMB18.0 million (US$$2.57 million). Upon.completion; of the above expansion, the mine is-expected to reach the
designed piodiiction capdcity of 1,300 tpd-at(héead of 2008.

Farecast
Pre-2000 ] 2649 ! 2010 ] 2611

Capital Cost in RMBx18"

Mine 27670 LA T - LEN

Mil 15,800 410 200 404

Admin 4,634 - -~ -

Tailings 16,490 IEEG - -

Ancillary Prodisction Faciliny: 10,620 E ] i . .

Mining License - - 14,000 VLU0 00

-Others ' "21:330 T - _ L.

Contingincy . - 12,400 = - -

Tatal ' 108,340 31,020 . 15,900 ‘ 16,000
Capital Costin LSSXIY ' ' ' : '

Yotal ' ' I 185477 | 4,431 ] 2,236 I 2350

Thie additional resburce. dei‘mtlon work récomimended by BDASIA: tgether with the reévised mine ‘and mill
produiction plan will mést hl\ely ineréase the production capacity of the Damajianshan. ‘Mineé, and therefore, the
eapital cost will also likely De increased for the expanded construction,
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120  ENVIRONMENTAL MANAGEMENT

The Damajianshan. Mine is in the process of applying: for the: enivitorimental p:ermir,:f"rbm the Luchun County
Environment Protection Bureau (“EPB™), for mining and processing dctivitics at & prodirction level of 1,300 tpd.
Environmental measures proposed to bé imglamented at the upgraded operations will.comprise:

-3

Dust mitigation: incuding the use of dust collectors, exhaust fans: ﬁttz:c[ with ﬁiiére;, water spravs and
enclosuré of dust gentrating activity, Personal protéction devices(“PPET) 1o provide additional personal
protection from dust will be provided: ‘

Waste water treatiient: Luchun Xingtal intends to recycle ar Teast §0% of its waste water, the remainder
being. discharged from the site in acedrdance with regulatory requirements. Waste water (including.
tailings effluent and seepage) wil be recycled to-the process plant for use in mineral processing of will be.
used for dust suppression. Top up water is 10 ‘be pumped to a-waler storage tank froni the mine water and
nedrdy springs. Sewage effluent will be: treafed. to. meet regulatory réquitements and discharged to the
river;

Solid waste: some: wasze, rock from mine develdpment will be uséd far éonstroction, and civil wérks

prirposes, but it.is expected that most will be stored in the new engineered waste rock dump.. Tailings from

the new processing plant will all be stored in & néw tailings storage facility (*TSF")to be constructed this
year, The new wasie foek dip and TSF have béen designed by the ¥ian ‘Nenferrous Metalurgical
Enigineering and Research Institute;

Noise cantrol: niethods of noise: contral inciude use of silencers, noise and vibration. dampening .and.
absorbing. materizls; and isplation and enclosure of noisy’ equipment. Company policy will require. PPE
tse, sucli ag edr tufls, for noise-affected workers;

Environmental monitoiig: Luchun Xingtai wiil be-undertaking 2 schedule of regular noise, water and air
quality moritoring, -Mduitoring fesults will be regutarly submitied to the EPB; and

Rehabilitation: a tehabilitation and planting program for disturbed areas will be drgoing.

Design Capacity
antt Estimated fife

Comments

“constructed 't meet the
requirements of the mili
over & 17 year mine life,
with a capacity  of
approximately 5.3 million
cubic meters.

The new TSF will be

Jensity of 50% solids {by -weight), and the supeinatant, 'water; together. with

The TSF will be constructed in a river valley 1.2 km from the mill site, with the:
capacity designed to meet |7 years’ tajlings pradiction requitements at.a 1300 1pd
production rate: Taflings will be pumied 10 the TSF froni the proeess plant at o

chllected seepage, will be veturged to the process plant-for recycling.

The initial stagé of the TSP emplacement (4-5 years production] will be designed
with a 1 in 100 vewr flood design factor, rising fo 1 in SP0 years for fater |
gxtensions. Thie inttral emplacemenf dam height will be.40 m high and be followed |
by nine 10-tm.Jifts; each separated by §-m berms, fv.a 10tal height of 130m, A 2.5-
imderdraing connected to four 3.5-mdiametér dowhpipes, will perimariesitly dfain
the emplacement. TheTSF is designed 10 dccomuicdate a focal seisiic risk factor
of 7 {on the Chinese Richter sealé. equivalent). The TSE. will be topsoiled and
grassed upon closure, /
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130 OCCUPATIONAL HEALTH AND-SAFETY

Luchun “Kmvm miends o impleinént & corporate safety policy. which will incorporate’ national sai‘ct\f ‘stindzrds,
regular i‘ieaith checks, and will apply: o eoritractors as well as to company employees. A safety permit will be
applied forat ihe appropriate time.

Luchun: Xingtai intends to conduct its operations in accordance: with the relevant. national laws and- regulations
covering: occupattona[ health and safety (“OH&S”Y in miaing producnon blastingand explogives handimg. mineral
processing, TSF design, environmental fioise,, emergency response, constructien, lire protection dnd fire
extin nmshment sanitary provigion, power provision, labor and supeivision.
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1406 RISK ANALYSIS

When compaced with many industrial and commercial operations, mining is a.relatively high risk business. Each.
orebotly is unigue. The nature of the orebody, the eccurrence and grade of thesore, and its Behavior during mining
and processing can siever be wholly predicted.

Estimations of the tomes, grade and overall meta] content of a deposit are not precise caleulations but are baged on;
interpréfation and on samples from drilling of channe) sampling which, evén af close sample spacing, Temain very:
small samples. of the whole orebody. There is always a potentiaj error in the projection: of sainpling data wheti
estimating the. tonnes and grade of the smwu‘z’sdifzg_rﬁck and rs_ign_i'ﬁcarr__t‘ Viridtions nidy deculy Reconcitiations of
past production and ore reserves ¢an confinm the reasonableness of past estimates, but carinot eategorically confirm
the-accuracy bt future predictions,

Estimations of project capital arid aperaling costs dre rately more accurate than £10% and will be at least:£15% for
projects in the plarning stages. Mining project revenues ar¢ subject to-variations in metal prices and exchasge rates,
though some of this uncertainty can be removed with hedging programs and longsterm- corviracts.

The Damajianshan Mine reviewed in this report Is in the development stage. Development and construction are.still
on-going, which intridiices 4 degiee of uncertainty.

In revigwing the Dandajianshian Mitie, BDASIA has. considered areas where theré i perceived séchnical 1isk 10 the!
operation, particularly where the: risk. cotponent could matetially impact the: projected production and resulting.
cashflows. The assessmient is necessarily subjective and qualitative. Risk has been clissified from low, nigderate to
high based on the following definitions:

¢ High Risk: the factor poses an immntediate danger of a failure, which if uncorrected, will have a-material
effect (>15%) on the project cash flow and performance and could potentiaily lead to. project failure.

s Moderate Risk: the factor; if uncorrected, could have a significant effect (> 10%).on the project cash flow
and performance unless mitigated by some corrective action.-

& Low Risk: ihe factor, if uncorrecied, willhave fittlesor no effect-on project cash Row and performance.

L Commentss

I Risk Compiowent: L

Mirierd) Resoufeds The-primagy Ne.Lorebody {or the Damajianshin dejiosit is u structurally-controlled,
L Risk Jarge tabular mineratized zone hundreds ol meiers. in dimension and has.relativély

stable metal grade and thickness disibation: The oichody i currently-defined by
reasomnbly close-spaced: sndorground. erosscuts and surface wrenches.  The
hangingwill and foviwall of the grebody, however, are currently andelingd &5 mogt
of the sampling. crosgeuts. lave not penetrated tlic orehody.. Furilier exploration o
deling the. triic-dimensisn “off e orebody could Significantdy increase the: mineral
respurees: Other smatficr mineralized bodics have only. explored by limited surfdce.
trenehes and underground workings and. furlhér explovitivh work could also
significantly ingrease their conained mineral resourees:

The: resqureg estimates. follo et progessesand. procedures which-in geacral have
e dilizetly carried st Thé Meigured and. Iriclicated. catdgory esourees me
mastly based-ondesiled channel sampiting dlong underaround crosseuis and surfhce
sienches tvipicufly 30-100.m wpdet; there was gonorilly 5o extrapolation from ahy
dala point.  The _‘Iurc.mzi.‘calegm}-' resourees were. also reasonably estimied. by
limited extrapoliting frow e Measared and Indicated resource blocks ot Based on
surface irench chaunel sowpling spaced 100 w0 200 m apart,

Qg Regerves Luchun Ninglat docs- not formally estimale and’ publish asz reserves.  The Xian
Fosb Risk tngfituie hns imdertake Teasibility miné desigi and planiing work «for 2 1300 tpd
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R

Risk Conponent. 7

Cominenty, G

Minhig
Maderare Risk

Processing
Lovi Risk

Infrastryciure
Law 16 Modériie Risk

Pioduction Targels
Lo 1o dloderare Risk

Operating Cost
Lony Risk

Capitdl Cost

wperation, and husselecled reasonable mining reegvery Tactor and mining Joss firstor
Based on (he piehidy gedmatiy and mining nietiods o be employed.

BDASIA hasestimated Proved are reserves based on tie-Measured mineril resouree.
category and Prebuble are reserves based-on the: Indigated mbnerdl resource. caicparty
for e peribgsol il Measured and Indicated mineral resourees with-a produdtion
phan using selected mining dilavion and mining. resovery factors;

The defived Praved and Prabable ore:reserves support a finc life bf gpproxiinalely
17 years 4t (e prodietion raof L300 {pd. Tn-addition, theve are sigifieant; kss
relinble. Tnfirred class mincral resourccs present dl the deposit atid Sianificant
cxploFation poténtinl alse eRists &t the proprty. :

Limited geoleaicel and gepiechnical information iy available Tor mine plansing. -As
o vesult teliable ming design vannot be. achieved and planning must be ffexibie o
accommedate chiingdy 45 dievdied by ihe-evbiving ming development. A satisfactory
foasibility study has been comploted given: {he Infurmation available, howéver,
detafled e’ plints and sehedules regquire diaited informiton tohcerning, the ore
zones.- A significant amount. of development is required.lo bring the mme © the
planned Jovel of pidduction and o Sustain il

The proposéd niining méthods are’ dppropriate given’ the Yimited expesute 1o the
otebodies, but. the stope dimensions coyld be conservative based on cbservatichs
nderground and previous minfig Activitie Limited allowinge hids beén tinde iy
mailenanée faciitics withia the-ming.. The: aperation of cledific: locomatives. and
scoopiraing eguies advguale mabilenancs fhilies and proventive. miaintenanee;
withciut whicl thereliable movemen viore ffom stops 1o the mill will kel fisk,

}

The pﬂ)c’css..‘an‘d‘ fiowsheot arevclaifvely simple and eonventional. 1015 ex pectedihat
hoth Wil perfari swell within the consirsinty inipased By the altwd of the ore,
Minor: carreetions, will lie. necessary ard, e impact on eash; flow will be minor:
Therelors, the pricessing risk hete i lnws )

Flie baghc i fragtriciie Ty plact af thirming fGv the 1:300 pd gpeenion. Adeguale
cloetric power 1§ tavailable ot fhe sfie, however the relinbility of supply s
questionahle: Some standby capagity will bt instatled barrauy wor b sufficient for
contintious opération., Water is gbundan i {he aren-and suificient formine and mili
progducfion.

The remoie 10cdtion and difficuls access Will résdll in diffienkies i récviiiing abd
maintdining qualilied professional and technical stat¥ {or the preject. Transportation
of conceatiales and supples may ‘also e ieriupied soimbtines doe 0 weather
condiiions.: '

The plarved produstion rate for the: Danvaianshan Mine is generally considered a5
achizvable by BIASIA wndér the current 1500 pd prodiction plan,  However,
BDASIA believes it i§ more, Hipostant now for the Campany 10.carsy ol additional
exploratin work in order 1o fully deline W6 geosicrry of the orcbadive: In Lhig'cass,

1he inital profuction.of the 1300 4 plan will ikely be-postponed again,

The aréenie cohtear of the eopper cancentrates produced Trom the mine should be
closely monitored dad éanitrolled at e current levet of 1210 1.6% or i igwer hovel
a¥ {he high arsenic cimnient in copper conceniiate could impact its salability and sale
price.

“The mine costs have boes déveloped fomi (st printiples and appcds 10 be
seagonble:

Thic mine ‘capitat coslsate considered to be comprekensible and reasonable for the

Low Risk: current Ievelolaring planting: The gonstruction of the tiew 1,000 itk mifl 1% nearly
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Rk Commponert s o i '(Iﬁmmczti& - P C
completsd during BDASIA’$slievisit,

Environment Mitigation medsirés dre ¢ b pilt in phw 16 ensure chvirpnmental wsks are

Low Risk miinmvcd and regulmiony enviranmendal ruqummcnts are:satisfcd. Thenew TSF is
designid. 10 withsfand_poigitiat Nood-and sEsnTiE impdct. Thic Company is i the
process. of applymo for"an cavironmental, permit for the project gxpangion:  Any
delavi in issiing The mwsmnmcnlai permit iy delay comstruciion of the tailings
du aed the prupmcd pr(}dmuon sehedule.

{ecupational Health and Safery Lachun Xinglal iatends fo conduet its operations in aceordance with national safety
LonviRisk regulations.
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