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_Sjr\_/ey of present Survey of information
situation of economy infrastructure

Make framework of
database

Madneuli
mine survey

Grasp present
condition

Make sample

Basement| Production Information
area area infrastructure
1.1
1.1
1 2 3 4 5
/ 6 4 8 5 |12 2 129 |6 2 619 |8 2 917 |12 U 12
1 2
6 U 6 19 |1 20 2 3 6 9 6 17 9 16 9 2
3 7 23
5 g8 5 |12 2 1209 6 2 6 9 9 1 9 2% |12 16 12 X
1 2 10

6 5 8 5 |1 17 3 6 6 2 6 16 8 22 9 2 |12 16 12 XA
6 19 g8 19 |1 17 3 6 6 2 6 9 8 2 10 2 |12 16 12 A8
7 6 8 19 [12 2 12 29 6 2 6 9 0 1 u
1 2 1 8 26 9 7 |12 16 12 A
NGO
JCA 2002 1 31
1 (
)
JCA 2002 12 20
Web 2002
12 19 GlOC( )



GDP

10%

¢ 2D

([ J

[ J

[ ]

[ J

([ J

21
Item Present Condition Subject
Finance Short-term finance with high interest rate Financial market formation, trust of bank
Tax System Large amount, many kinds, declaration procedure Simplify tax system
Trust of Bank Low trust worthiness and savings amount Political stability, decrease of underground
economy

Mining Law Prohibit transfer of license, no area limitation, Improvement by European (EU) and American

acquisition procedure troublesome

standards

Mine Safety Laws

Inflexible, unsuitable for some technology

Improvement by EU & American standards

Resource Information

Difficult access, insufficient arrangement & public
disclosure

Make database. Establish Web site.

Investment

Complex registration procedure, vague guarantees

Simplify procedure, concreted guarantees

Mining Industry policy

Nothing concrete, making underground resources
development plan

Draft policy that defines role of mining
industry in the economy, draft budget

Unreasonable conditions, joint stock company (state

Privatization company), tender failed. Solve problems concretely for privatization
Mining Organizations Scattered Unified
Mining Budget Almost nothing Need to give priority to mining industry

Environmental | ssues

Actual situation of metal pollution at each mine
is unclear

Grasp pollution based on environmental survey

Mine Debt

Excessive accumulated debt

Production recovery

Operation, Management

Difficult financing, productivity decline, large costs

Financing, rationalizing

Exploration, Development

Almost nothing

Financing, information arrangement & service

Exploration Technology USSR type, USSR evauation technique Introduce evauation technique
Mining Technology Functions and systematization insufficiency Introduce systemization & automation
Mine Training Consistent training, aged facilities Repair facility

Production Declining situation, aged facilities & damaged Renew facility, improve qudlity
Infrastructure Stopped the repair and maintenance of the road, Road network maintenance,

repair of electric power facilities

stable supply of electricity




2.1
GDP (1991 34.9% ) 1995
( )
1996 1997 11%
2000 2% 2001 2001 GDP
19.2% 12.5% 14.3% 12.8% 1999
( 22
2.2. GDP
tem 1994 | 1995 | 1996 1997 1998 1999 2000 | 2001*
GDP (mIn GEL) 1373 | 3.694 | 3847 | 4679 | 5741 | 5665| 5955 | 6,525
Exchange rate*** 11 13 13 13 17 19 20 21
GDP (min US$) 1248 | 2842 | 2959 | 3599 | 3377 | 2982 | 2978 | 3,107
GDP per capita (US$) 232 535 563 657 771 524 556 581
GDP growth rate (%) -114 2.4 10.5 10.8 2.9 3.0 2.0 45
*Estimate Reference: Transition Report Update 2002, EBRD, London, May 2002
***Annual a erage, GEL/USD
****GDP (mIn GEL)/Exchange rate
2000 3 3,000
( ) 7 5,100
95%
IT
2000 10%
2.2
2001
(]
[
[ ]
2001 1,121 (560 ) 82%
18% ( )38% 17% 40%
5% 5% 95%
17.4% 23.8%
7.8% ( 0.1%) 6.0%



( 21 85% ( )
277.1 (140 )
680.5 IMF
% 3 239

7000 350

6000 300

5000 250
m 5
O 4000 2002 |77 " GDP
S 3000 150 A |—&—Budget
= kS Deficit

2000 100

1000 50

0 0
1996 1997 1998 1999 2000
year
2.1 GDP

( 23)

15%

WTO



2.3

Area 1995 1996 1997 1998 1999 2000
Voucher Voucher Securities Law on Privatization Stock
Privatization Privatization Regulator Securities Law Exchange
Privatization & Law Begins Ends Established Market Amended Starts
and Regulations Large-scale Land Rights New Law Adopt Free Registration Bank Min.
Privatization Trade on Currency of Farmland Capital Req.
Started Starts Privatization Exchange Titles Increased
Market GEL First Bank Start Market Major Utility Join Council WTO
Introduced Privatized for T-bills Privatized of Europe Membership
Based on hearing of government agency

2.4
1999
25%
2.5
(2000 1095 t)
(Mn ) 2
t ( 1994
63 t (1990 2,591
(Zn/Pb )

2001: IAS account introduced for all banks, External debt rescheduling

1,300

( 24)
93 t

B

(2000

(Cu Au

57 1)
(As

7,300t

2001

80%

)

1,432.90
2001



2.4

Madneuli Chiatura Uravi
(Under operation) (Under operation) (Suspended)
Formation of structure | JSC (Joint Stock Company) JSC JSC
98.2% Ministry of Management | 85.037% Ministry of Management 75.3% TARO(UK)
Property Property 24.7% Georgian
1.8% Employees 7.36% Industrial capital(USA) V government
4.213% VISTA (USA) V
3% Employees
0.39% Natural Person
Revenue 2000 22,058.3 thousand GEL 5,237 thousand GEL 7,560 Rub in 1989
Product Copper concentrate M anganese concentrate Arsenic metal
Production  (2000) 45.6 thousand tons 25.0 thousand tons 3,553 Kgin 1989
Market Export (Swiss Glencore hassales | JSC
rights apart exported to Japan | “Zestafoni Ferroalloy Smelting
(/5000 tons in 2000) Plant” Russia, Ukraina
Employees 877 444 at 2002 year 2,631 _
Facilities condition Aged, operating rate about 20 Aged, operating rate about 15 90% broken
2.6
1999
(Appendix 1)
GDP 1985 8% 1991 6.5% 2000 3%
1985 274 t
2000 5 t 50 ( 22 6 t
2000 2/3 430t
4.86t (1997 2000 )
8000
7000
«»n 6000
S —e—China
S 5000 o
° —8— Gabon
& 4000 .
@ ---A--- South Africa
3000 :
2 — — Georgia
F 2000
1000
0
1985 1990 1995 2000
Year
2.2
JV
GDP 1




3.1
°
°
°
°
3.2
@

1996

5

2.5)

17

(Appendix 2)

1991



)

©)

2.5

Georgia W. Australia Chile Japan
Exploration License 5 years + extension 5years Courts decide 2years +.
2 year extension
20 years
- . - ) . 5 year +
Mining License Mining & Exploration- 21 years Courts decide .
5 years extension
25 years
Contract Mining No No Yes
. . Application - -
License Procedure Auction/Tender Tender by Governor Application Application
License Area Limit No 100 hectares 1,000 hecf(ares 350 hectares
(exploration)
License Transfer No Yes Yes Yes
Ore Reserve Management | Government control Government control Lease owner

Ore Production Royalty

3-6% of revenue

Cu: 7.5% on ore, 5%
on concentrate 2.5%
on metal Au: 2.5% on

Unknown

Minerd resource

net smelter return but tax
exempt first 2,500 oz.
1996 11 12
( )
( )
10
USAID WB IMF 1997 6
(
6 (Appendix 3)
3 6% 1%
VAT 20%( ) 31%( ) (
20%

10



( 26)

2.6
Item Georgia Kyrgyz Canada Peru Philippines

Profit tax (on profit) 20% 30% 31.97% 30% 35%
VAT 20% 20% 7% 18% 0 10%
Social tax (on salary) 27+4% 33 15% none none none
Mineral resource tax sdes3 6% prod. Cost 5 15% none none sdes Cu 2% Au 4%
Environment tax none none
Enterprise activity tax (sales-supply cost)x1% none none none none
Fund for mineral development none sdes2 15% none none none

@)
3.3
3.4

(JSO)
JSC
3.5
2000 1 1 2001 1 1

10

F/S



(IAS)
3.6
D
EC TACIS
21 TRACECA
(Appendix 4)
250 300
/ (600 700km / )
1995
WB 2001
1,586km
TRACECA
TACIS EBRD
55 45 79
(1,000 kwh) 30
@)
18 600 1 120

11



148

(1986
1,000 16 30m) ( )
(
)
4.
4.1
20 ( 1,100 )
( )
GEL, 1US$=2.1GEL
1995 1996 1997 1998 1999 2000 2001
883 1,380 1,885 2,176 367 141 100
(]
)
([ J
(]
4.2
1 (20 U5 )
2 (
) « ) «¢ ) 3 (
FIS) (1981 )

12



Metallogenic Province Geology Main Mineralization
Eurasian Plate Pre-Cambrian
Metamorphic | Hydrothermal Cu, Zn, Co, Au
Paleozoic
Intrusive Vein Mo, W
Great Caucasus Zone Volcanic Vein As, Sb, Au
Vein Zn, Pb

Sedimentary | Bedded sulfide Cu, Zn, Pb, Au

Mesozoic Sedimentary | Bedded Fe, Mn

Transcaucasus Zone Volcanic Stockwork Cu, Au
Vein Pb, Zn
Skarn Fe, Co
Intrusive Porphyry Cu, Au
Vein Cu, Au
Volcanic Vein Au, Ag
Ultrabasic Vein Cr, Au
Lesser Caucasus Zone Sedimentary
Volcanic Vein Au, Ag, Cu, Pb, Zn
Cenozoic Intrusive Porphyry Cu, Mo
Vein Au, Ag
Vein Pb, Zn, Hg
ﬁ Arabian Plate [ ] Position of Georgia
2.3
@
20t

(Appendix 5 Appendix 6)
30 (Sakdrisi 21t Dambludi 1.9t)

@

709.7  t(A+B+C+Cy) 1,729.8

13



607.8t (A+B+C,+Cy)

12831 t
(Chiatura)
240
180 t
5.2
480t
19
16 35% 170t
(Appendix 7)
( 24
( 28t Au 0.6g/t)
( 21t Au 1.99/t) ( 24t Au
4.8g/t)
90
go [ M
4.‘;0: ukhumi amarisi
70 . ; #’szza ;é .El;nelikhevi
60 3 Zopkhito 26| Samgredi
4 Kirtisho‘ 28 Mamuli )
50 ey 5 e’
16| Davit-Gareji 31 Gujareti
17 Tsitelisopeli 32| Garta
18] Kemo-Bolnisi 33| Dzama
19 Dambludi 34| Arjevani
20 Balichi 36| Zima
Bektakari |40| Merisi ore field
Darbazi 41| Guria ore field
Katarkaia
Gold Content
2.4
6.
6.1 ( )
2001
1.25 (5.5
)
19

2.5) 90%

14



6.2

Comparision of Mine Costs

Madneulifl 0O Supplies & Materials
Western* [ O Depreciation
| | B Tax
0 2 4 6 8 B Other
$/ton

Western*  Madneuli

$/tonore  $/ton ore
Supplies & Materids 1.55 2.34 Includes gas, eectricity, water and materias
Wages 172 134
Depreciation 0.38 0.46 Western depreciation: assume 20 year straight line
Tax 0.15 1.45 Western tax: property tax
Other 0.85 1.85 Madneuli other = company service + insurance + other

Tota 4.65 7.44 Western other includes private royadlties + administration
*5000 ton per day mine in Western Mine Engineering , Inc.
2.5 Madneuli
1,400 t (B+C; Cu 1.05%)
(2001
3
0.35m/t)
Cu Au
20 t (Au0.6 0.8g/t Cu017 020 ) Au 14t Cu 7

(Cu03%) 10 't

(80 )

15




FIS

(Appendix 8)
( 27
. Privatization, State Management,

Item Foreign Investor and Private Company
Finance Financial market undeveloped No long-term loan
Development ; . . . .
Procedure Complex, requires long time, unclear Expensive, difficulty for preparation
Tax System Customs, costs increasing Cost increasing
Development L . . - .
Regulations Uncompetitive, inflexible Poor technical ability out of regulations
Ore Reserve Re-evaluate ore reserve, gpproval procedure Inadequate evaluation method
Investment No guarantee, record procedure complex No financia power
Policy & Support [None None
Mining Law License transfer and contract mining prohibited

6.3

0z Ag 76,414 oz

Cu

/
(Cu Au) (Mn)
JV Au

2001 150 t/ ( )

JV Au Ag 1997 2001 Au 177,355
6
( )
20 ( 26

Mn Mn

16



Mn

Cu %, Au g/t
25

20

Cu conc.
—----Au grade in conc.

15

10

5

0
1985 1990 1992 1994 1996 1998 2000
Year
2.6
6.4
Pb
( ) As
7.
7.1
2001 17 ( 8 ) 0.15%

17



WB

7.2

(2000

8. Web
Web

)

WwB
UNDP
EU

TACIS

2.8)

1988

wB
wWB

18

14
(Appendix 9)

64.5 t

4.8t
1,825t
200,000t
72.6t

UN



28 Web

Items Current Situation Cause
Some sites are mixture of English and Georgian L ack of funds
Language |[language.
Some sites are only in Georgian language. Lack of translator
Link Links are mostly short. Lack of personnel for data collection
Renewal  [English version is not updated frequently. Lack of computer operator.
Information |Information isold.
Contents  |Most information is general not in details. Providers are not well developed

19




FIS

1.
2.
70km
27
2001 27 23
20t( Au 0.98g/t)
1.8%
340 )
19,662 t(Cul.02% Cu
2001
12.24g/t)
18 19 250m
2001 91% 1500 t/
70%
3.
3.1
90%
Quartzite JSC
(Appendix 10 Appendix 11)
1998

1500 t/

20

UNIDO COMFAR

1974
1974
t 220 t( Cu 1.01%)
1995 98.2%
2002 9 444 ( 104
200.07 t Aul3.501t)
57 t( 18.61% 10 t
1500mx 1250m
1650 t/
1974
( 100% )
2000
2001
1999



2001 ( )

GEL
28,492 * 21,240
28,124 25,852
368
202
3,126
1,766
i IV
( 70%) ( 30%)
(2003 3 )
3.1)
nsmission stat
||-..-.|
Bl il B.rasH T 1 i I
F 1
3 |:l|" =¥ K
3.1
5
444 402
3.2
0.4% (B+C1+C2) 19.7
1.02% 200 t 0.69g/t 13.5t
B . 9 C, 17 27 ( 3D
B+C, 131  t( 1.05% 1380 1) G, 13 t(
0.89% 14 1) (B+C1+Cy) 144 t( 1.04%
1494 1) C C
20m

21



3.1 Madneuli
Ore reserves Minable reserves
Category On State Balance(A) Within the Open Pit Design(B)
Ore Cu Au Ore Cu Au
thou t % thou t g/t kg thou t % thou t g/t kg
B 3,362 1.23 41.49 1.00 3,361.90 3,362 1.23 41.35 1.00 3,361.90
C1 10,881 1.00 108.33 0.60 6,506.89 9,731 0.99 96.64 0.57 5,554.58
B+Cq 14,243 1.05 149.82 0.69 9,868.79 13.093 1.05 138.00 0.68 8,916.48
Co 5,419 093 50.25 0.67 3,632.65 1,274 0.89 11.39 0.69 1,701.02
B+C1+C> 19,662 1.02 200.07 0.69 13,501.44 14.367 1.04 149.39 0.69 10,617.50
B C 135  t( 0.96% 129 t) G, 13 t(
0.81% 107 1) (B+C+Cy) 14.9 t( 0.94% 140.3
t) ( 32
3.2 Madneuli (as of 01.01.2001)
Minable crude ore Selectivity of mineral processing*
Category | Ore Cu Au A B C
Thou t %| thout g/t Kg T t t
B 3478 1.12] 38.83] 0.91] 3156.82 3478
C1 10066] 0.90] 90.75] 0.52] 5215.75 3046 2774 4248
B+Cq 13544] 0.96/129.58| 0.62| 8372.58 6524 2774 4248
Co 1318 0.81] 10.70] 1.21] 1597.26 1318
B+C1+C» 14862 0.94]140.27) 0.67] 9969.83 6524 4092 4248
* Selectivity in mineral processing A:easilydressed  B: mediumly dressed  C: hardly dressed
1980
(6,000 7,000 / ) 1995 97 3
2,000 3,000 2002
10,000 15,000
3.3
Cu 0.4% 21471 t ( 36) 9
10% ( -B -C)
20 40m 3900t/ ( 32
(1983 1990 )
1 2 (12 ) 365 1999
2001 ( )
1.93m’/t 1/5 0.37m’t

22



j I?rese‘ntPit bottom. |

Necessary part
of additional exploration

Site Road

o 100 n
[ s |

Cu—Au Ore

Necessary part of additional exploration

— mmm w Faylt

Elevation

Section @ —

mmm— Present pit slope
Fi

T Necessary par

LCogend

c

v part
of additional exploration

20%

U N, g” 1-C_block
B e . ";_’-’_’H{"—’Bbmck
80 D N N\
NGO 1
850 s A
,7 [
L) \
810 || Rock Strength 120MPa | : .
™ [ 1
3.2 Openpit
2 3 )
360
( 33)
3.3 (2001 )
Ore Cu Grade Au Grade
Year Feed Ore Concentration Feed Concentrate Recovery Feed Concentrate Recovery
Xt/Year Xt/Year % % % g/t g/t %
2001 1,500,459 57,189 0.82 18.61 86.58 1.05 12.24 44.25

23

90%




9 10% 3t 400km
30t
(110kV/10kV/6kV)
110kV (Dmanisi  Bolnishi )
10 12MWwW/
90%
6000m°
72 mi
(pH2.4) ( )
3.4
( 34
TIC R/IC 50% 35%
3.4
Standard of .
copper price Electric copper (LME)
Grade of Cu Au Ag Pb Zn As Sb Hg
copper Max 22.52 22.47 22.32
in 2001 Min 17.05 7.47 9.96
Ave 18.61 12.24 16.71
Condition of |Formula of culcuration of price Based on Contract Terms
custum Condition of bonus and penalty No
concentrate |T/C : $130 per one tonne of Cu conc. R/C $0.12 per pound of Cu conc.,
R/C : $ 0,16 per one aramme of Au
Evaluation of Au and Ag: Au -9.00 - 12.00 g/mt, Ag - 20.00 g/mt
Evaluation of moisture actual : 9 - 10%, checked at the loading port
(Poti/Batumi)
Condition of quotation of Au and Ag three month quatation according to
the average quatation period of London Metal Bulletin
Transportation route From Madneuli to Batumi by railway FOB at Batumi port
Railway - $8.45 Batumi Service Charges - $9/t
Client GLENCORE
Others
3.5
2001 2.07 It ore 1.01 It ore
1t 3.07 t 2.98
6.05 It ore 2.74
It ore 2001 8.79 It ore ( 35
0.02 /kWh 0.04 /m? 0.35 (N CD)

24



25

3.5 (2001 )
Actual in Cost .
Unit Cost
Items 2001 Variable Fixed Remarks
Thou. GEL Thou. GEL | Thou. GEL | US$/t of crude ore
Cost of crude ore 9,685.8 7,198.9 2,486.9 3.07 | Mining & Stripping Cost
Dressing cost 9,383.5 5,269.7 4113.8 2.98
Production direct cost 19,069.3 | 12,468.6 6,600.7 6.05
Production indirect cost etc. 8,621.1 3,371.3 5,249.8 2.74
Total operating cost 27,6904 | 15,839.9 | 11,850.5 8.79
Production of crudeore 1,500.459 (thous. T)
Amount of Concentrate 57,189 (®
3.6
1,800
30%
100%
1974 1991
( )
2001
2,968 11% (4,016
) 17%
(Appendix 12)
4.
4.1
o G C C.
[ ) 10
4.2
() 0.4% 1979
° 2001 0.37 m’it (1.93m’It) 1/5
[ J



( 1.05% 0.82%)

4.3

[ 17%
[ T/IC RIC 50%

® ( )
(Appendix 13 Appendix 14)

(TDIP )

( ) (Demursu)

(300m-500m )

( 10km
14km ) ( 36)
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5.2

3.6 /
Ore Cu (thousand t) Au (kg)

(thousand t) Grade (%) Grade (g/t)
Category (Cy) 10,573 120.9 (1.14) 9,982 (0.94)
Category (Cy) 20,243 167.5(0.83) | 14,444 (0.71)
Category (C,+Cy) 30,816 288.4(0.94) | 24,426 (0.79)
Prognostic resources (P + Py) 42,192 56,829 (1.35)
[
[
[ ) GIS

( 33

I
I
GIS
3.3 GIS
[
[
® ( )
® )
[
. (
[
[
10 12m
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5.3

(2.89

5.4

/md 87

11% (

30

215

3.4)

10

Cu Au

3.4

(Appendix 15)
GPS
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o (Cu0.4% - 0.2%) (78% - 90%)

(Cu0.85% — 0.78%)
o
° ( )
t 30%
( 37
[ )
[ ]
o
P ( 35
[ ]
3.7
US$3.07 | US$1.00 | US$2.07
US$2.98 | US$1.00 | US$1.98
US$2.74 | US$L.64 | US$L.10
US$1.89 (
cu) US$7.13 (30%) US$5.24 )
(AU US$0.07 US$0.07
US$15.99 | US$H5.53 | US$10.46

HENNNENRNEEEEN

3.5

29




5.6

5.7

5.8

11%

IAS

(

17%)

30

IAS

20%



5.9

( 38)
3.8

5.10
IT
} _
} | ! | |
1< >C o>
} [ ]
} _
3.6
6.
(1200 t/ )
(1800 t/ )
() 2 / 3
o
) F/S

31
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CIF
F/S
EBRD
F/S
39 3.10 3.11)

3.9
N G )
>y
( ) ( )
3.10
1,200 t/ 1,800 t/
1.
USY$/t-ore 1.49 0.90
US$/m°-ore 0.79 0.50
USY$/t-ore 1.67 1.35
USS$/t-ore 2.74 2.00
2.
USS$/t-ore 0.58 0.278
US$/m>-ore 0.473 0.222
USS$/t-ore 1.31 2.00
8.30 6.97

32




A)

3.11

10
Uss 1$=2.1GEL
C ) Cu 1,650 $/Mt 2000 1 2002
Au 290 $/T07Z
( 1%)
(Cu) 5t 2%
(Au) 4% 2%
20% 10% VAT
33% 6%
1%
0.5% 0.5%
IAS
F/S
10 %/ 20w/
15%/ %/
30% ( )IRR
5% EBRD JBIC IFC
5 EBRD
10
365
700 800 GEL/ 2002
400  GEL/
1%
F/S
( 312
10%
( 313
3.12 ( )
Type Quantity 2003
Electric Excavator 992G 1 1280 US$
Drilling Rig D50KS 1 550 US$
Tota 1830 US$

33



B)

3.13

1200 t/ 1200 t/
Cu 18 20% Cu: 18 %
Au 12.24q/t
Cu 0.8%
85 %
1830 $ (1)
T/C 130 $/t-conc
T/C 85 $/t-conc
T/C 80 $/t-conc
R/C 4497 50.2'$/t-conc
444
( 314,
3.15)
3.14 ( )
2003 Type Quantity | 2003year
Uss
4,160 USe
! Electric Excavator 992G 2 2,560
1,000 Drilling Rig D50KS 2 1,100
Bulldozer 2 300
100 L oader 1 200
100 Total 4,160
6,324
11,684

34




3.15

1800 t/ 1200 t/
Cu 23% Cu: 18 %
Au_ 12249/t
Cu 0.8%
85 %
2)
5360 $ (
(1) ( )
6324 $ 9300 m®
T/C 130 $/t-conc
T/C 85 $/t-conc
T/C 80 $/t-conc
R/C 58.2 $/t-conc
1.92 2.15
317 444
A) )
( 329
( )
.16
t/
1-1
1 1-2
2 2-1
2-2
5 31 120
3-2
4 4-1
4-2
5-1
° 52
6-1
1
6 6.2 80
7 7-1
7-2

20%



10 NPV (Net
Present Value) IRR (Internal Rate of Return)
( 317 ( 1 2 3 1)
NPV
1,618 IRR 43%
( 5 6 7
NPV 6,989 IRR 36%
NPV 1,489 IRR 24%
3.17
Item Case 1-1 Case 1-2 | Case 2-1 Case 2-2 | Case 3-1 | Case 3-2 | Case 4-1 | Case 4-2
t/ 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200
% 0 Cu 08 0.8 0.8 0.8 0.8 0.8 08 0.8
% o Cu 85 85 85 85 85 85 85 85
% 0 Cu 18 18 20 20 20 20 20 20
$/Mt (Cu) 1,650 1,650 1,650 1,650 1,650 1,650 1,650 1,650
$/Toz (Au) 290 290 290 290 290 290 290 290
$/conc-t (T/C) 130 130 130 130 85 85 80 80
m/t 2.15 2.15 1.92 1.92 1.92 1.92 1.92 1.92
(%) 20 20 20 20 20 20
(%) 30 30 30 30 30 30
(%)
(%) 30 30 30 30 30 30
(%) 30 30 30 30 30 30
VAT (%)
[Cu 5 2 5 2 5 2 5 2
® A 4 2 4 2 4 2 4 2
(%)
(%) 20 10 20 10 20 10 20 10
(%) 33 6 33 6 33 6 33 6
(%) 1 1 1 1
us$/ A 3579] A 3579] a4 1082] a 1,082 A 34 A 34 1514 1514
us$/ A4912] a 4212] 42433 a 1721] A 1523 A 737 10 804
us$/ A4912] A 4212 A 2433 a 1721] A 1523 A 737 A 292 652
NPV(20%) US$ A 20681| a 17748] a4 11317 a 8333 a 7466 a 4192] a 2300 1,618
IRR % 55 43%
Item Case 5-1 Case 5-2 | Case 6-1 | Case 6-2 | Case 7-1 [ Case 7-2
t/ 1,800 1,800 1,800 1,800 1,800 1,800
% 0 Cu 0.8 0.8 0.8 0.8 0.8 0.8
% 0 Cu 85 85 85 85 85 85
% o Cu 23 23 23 23 23 23
$/Mt (Cu) 1,650 1,650 1,650 1,650 1,650 1,650
$/Toz (Au) 290 290 290 290 290 290
$/conc-t (T/C) 130 130 85 85 80 80
m3/t 1.92 1.92 1.92 1.92 1.92 1.92
(%) 40 40 40 40 40 40
(%) 30 30 30 30 30 30
(%) 20 20 20 20 20 20
(%) 30 30 30 30 30 30
(%) 30 30 30 30 30 30
VAT (%)
Cu 5 2 5 2 5 2
) [Au 4 2 4 2 4 2
(%)
(%) 20 10 20 10 20 10
(%) 33 6 33 6 33 6
(%) 1 1 1
uss$/ 644 644 1,989 1,989 4,009 4,009
uss$/ A 950] A 151 216 1,110 2215 3,120
USs$/ A 1078] A 216 A 182 911 1414 2719
NPV(20%) US$ A 8959 A 5319] A 5188 A 602 1,489 6,989
IRR % -9% 5% 6% 18% 24% 36%
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[ J
° « )
4 2
6.3%(Cu 1650 - 1550 AU290 270 ) IRR
7 2 20% (Cu 1650 1320
AU290 230 ) IRR
]
Cu0.4% 1500 t/
1800 t/
1200 v/
Cu0.2%
1200 ¥/
(
3.7)
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(150
180 t/ )

U

F/S

~

3.7

U
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@
GDP 10%
(]
(]
o
(]
@
(]
([ J
(]
o
€))
e 15 GDP 10%
° 10t/ ( )50 t
2.
) 15
3
4.1)
05 10 10 15
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4.1 )
Year 0 10 15
Stage Term of Reconstruction and Term of Independence
Arrangement and Growth
Aid Technical Cooperation, Overseas Development Assistance loan | Repayment of loans
Drafting, establishment, Establishment of Stabilization of
Policy, System | execution deliberative council, system | execution
perfection
Improvement of law on foreign | Promotion of foreign capital | Acceleration of
Circumstance | investments and procedures investment, creation of domestic capital
domestic capital
Financial Stock, t-hills, national bond, Stability of market, Expansion of finance
market money market trust construction of base of trust | from market
Review of tax rate, kind of tax, | Simplify procedure of tax, Stahility of tax
method of tax collection increase tax revenues revenue
Tax system Relaxation to mining industry Improve tax system
(special privileges)
Mining code Revision Resolution of problems by implementation
Government Restrt_lctu_re of mining _ _ _ _
organizations organizations, comprehensive | Resolution of problems by implementation
arrangement of research sector
Arrangement of framework by | Arrangement of local Arrangement of
Infrastructure | aid organizations, WB, EBRD | infrastructure infrastructure of mining
and Japan, etc. industry
Arrangement for adaptationto | Install facilities of mining | Balance with condition
Education free market economy industry (training center) | of development in
(universities) mining industry
ODA exploration, exploration Promoation of exploration | Promotion of
lead by foreign capital by domestic investment exploration by perfect
q (with subsidy) privatization
Exploration Subsidy system JV with foreign capital Survey and prospecting
subsidy by government
organization
Mining Implementation of disclosure, | Break language barrier, | Promotion of exchange
industry construction of basement exchange with theworld | with theworld
information
Reconstruction of existing Secure profit, develop by | Promotion of
Mine mines, construct model mine finance from mining fund, | development,
operation of model mine | privatization of model
mine
Mining Survey of pollution, monitoring | Strengthen  management
industry system system, network system
environment
Reconstruct manganese plant Study of smelting plants:. | Refining plant F/S, raise
Smelter Au, Cu, Zn vdar;t%lésti ndu_st_ri%
L r 0 mining
(IS AT industry (transportation,
gunpowder)
Finance Prepare and establish mining | Operation management of | Abolish fund

fund,

fund
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3-1

F/S

FIS

05 )

(5—10 )

(10 15 )
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(Web

Web
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® |IT
( 42
42 ( )
Ministry Level Department/Division Level Role
Miing Departmen Pramote mvesiman, morior roaucton.
Mining Cadaster Office Cadaster license & management, issue license
o;%ragirzniign lgrh?]%l:gg;n;ety Development permit, national security & protection
Mining information service Database of minerd resources, information service
Environmental management Environment permit, monitor
ot sy | e oo, S g, 0
3-3
a.
([
[ )
®
[ )
° 5 ( )
5
([
b.
° 5 (
50 )
VAT
29%( )
27%( )
10%
[ ) 5
VAT 5%
2%
17%( )
[ ) 5
0.5% ( )
[ )
1 ( )
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60%

VAT
3-4

[ ]
([ ( )
[ ]

b.
° (

)
o
( )
° Web
( 41
Environment management l—
Monitoring data— _ N
Geochemical survey Database Envwonment mining
water quality—— web site web site
Environmental survey || | rformation
Disclosure
Environmental law |—
4.1 Web
3-5
IV
a. IAS
IAS IAS
( Y 42)

o



IAS

Web

Chancellor

IAS

Georgia Federation of Accountants
Representatives of related

Promotion
Committee

Management

reports

submit financial

to

IAS instruction

. council

organizations
International organizations
- - Western accountants (consultants)

1

|

1

pisciosure : Government
by <—>| Company| ' o
web site i organizations
|
!
Model project - Strategic accounting
for - Strategic management
mining industry - Draft budget
company - Accounting treatment
of mining industry
4.2
b.
® |AS IAS (
)
* ( Web )
a.
[ ] ( )
[ ]
[ ]
( )

[ ] ( )
[ ]
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IAS

IAS

(VAT

NGO

NjY

46

(2003 )

(

IAS IT



4.3)

1,000m)

[ J
[ ]
[ ]
[ J

N Government

University Orgarization

Support Target

« Caucasus countries

« International organizations
« Each country's government

« Study overseas

« Company

« Each country's engineers

Environmental Technical C

enter for Mineral Resources "

Exploration

Mining

Processing

Environment

« Automated drilling
e Ontline information system
« New exploration technique

o Fill

« Transportation system
o Automated mining

« Automated system

* Management system
» Efficient system

« Wastewater & ventilation system
« Waste stockpile
(next generation resource)
« Earthquake underground water
monitoring

4.3

15
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« )
°
o
12

o

b.

C.

15
(Appendix 16)
o
°
°
4-2
a.
a)

° F/S

12
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4-3

b)

e e 06 06 0 0™

GPS

oJr

10

- - FIS-

(Appendix 17 Appendix 18)

F/S

IFC EBRD

1992

49
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)

(20%

® JSC

4-4
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d. GIS
GIS

GIS

GIS

Web

Web

GIS

Web GIS

Web GIS

Web

GIS

Web
( .44)

Web (www.mineralresources.ge)
«

GIS
GIS (TNTmips)

( 4.4

(Web-GIS)
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° (s

1/20 1100 ) (
GIS

* Investment plan
* Mineral resources development plan

Database
Geology
Structure
Deposit * Evaluation of mineral resources National
Topography - * Potential area of mineral resources D II -
Remote §erﬂng - * Management of water resources ev;e)l
Geophysul:al exploratlgn * Management of protection against disasters an
Geochemical exploration + Environmental Management
Underground water
Infrastructure
* Environmental protection plan
* Protection plan against disasters
Environment
Web Site
a.
([
[ ]
[ ]
([
[ ]
1 ( )
° (F/s )
1 ( )
i ( )
1 ( )
1 ( )
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Government Private Sector
e Regiond geologica mapping e Generd exploration e Feasibility study e Mine
e Regiona exploration survey e Engineering development
e Minera resource assessment e Detailed exploration e Environmental impact e Operation
e Environment basedline survey survey assessment

Government Budget

Subsidy

Maintenance Cost

Loan l Repaymy/' Loan

International
Organizations, Others

4.5
( 46)
T Tehicd ) Regond 1 | TBivas
| Cooperdtion i  Suvey i i Sestor
Introduce - \ :
technology Environmental ration | Develop technology,
improve quality Survey introduce system
Restore & renew Acquire technology

fecilities & u
equipment

Cost reduction

Monitor
environment

Reform tax system

Introduce
internationa
accounting

standards

Reconstruct
Mine

Mine

Development

(F/S, engineering)

Operétions
management

Model miy

Privatization

—| Management mahod|

—| Qudlity control |

Countermeasure of

Promotion of
Mining Industry

— environment
and management

4.6
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GDP  10%
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5.1

( 52

5.2
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°

2.
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5.4)

5.4
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5.2

IAS

VAT

4-2
[ ]
[ J
[

4-3

4-4
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Cu Au

(Cu

5.5

5.6)

IAS

IAS

5.6
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Council for Sustainable Development(WBCSD)

World Business
International Institute for Environment and

Development (I1ED) Mining, Mineral and Sustinable Development (MM SD)

2 2002
([ ]

=)

5

=)

5.7

7-2

61
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Ministry of Economics, Industry & Trade

| | Min. of Env. Protect. & Nat. Res.*

Economic Policy (revising)

Mineral Resource Development
Program (forming)

|

|

___ State Department
of Geology

[— State I nspection of
Technica Control

| Insititute of Geology

| Ministry of Finance

| State Chancellery

| Office of President

| Make Budget

| President

Legend
| Approva

T
Presidential Decree

*Ministry of Environm
Natura Resources

L— Institute of
Mining Mechanics

ent Protection and

Appendix. 1

President
Foreign Investment | [ President Office |
| Advisory Council [ [ State Chancdllery |
[ I [ |
| Min. Finance | | Min. Foreign Affairs | | Min. State of Property | Min. Economics, Industry | | Min. Environmental Protection
Management and Trade and Natural Resources
Dept. Enterprises Dept. Land Resource
Dept. Budget . Privatization and —| Protection Waste & Chemical
Restructuring Substance Management
Investment Center ‘ ﬂ{ Dept. Management of the State <| Dept. International Economic ‘ %‘ Dept. Water Resource ‘
Stake Shares in Enterprises Relations and | nvestments Protection
<| Min. Fuel and ‘ | Committee of [ _JSC Geology. ] Dept. Atmospheric Air
Energy Privatization * Protection Resources
Protection
Communication Dept. State Regulation Dept. Protection of
7 and Coordination of — Minera Resources
State Dept. Investment Agency F Industrial Enterprises and Mining
AutomobileRoads |
Committee of ‘ l__C_hiEgrgMn__]
State Inspection of Reserves | | _____
Technic Control | | __ Nongovernmental " UaviAs__]
Madneuli Exploration : Associgtion | | ___ . Legend
StateDept. Geology | [ 1_______ 3 N _ ______1 Georgian Mining 1_Madneuli Cu, Au |
Socity | o ___. I:I Supervision/
Small Mining Enterprise |_QuatzAuJV_1 Inspection
Tnternational Chamber of B rolicy
k {Georgian Technical University | Commerce in Georgia
Association of Georgian =1 Work Site
Exporters L =1 Operation
L
Sciences Development
Min.  Ministry
Dept. Department

Appendix 2




Appendix 3

Income tax Based on income 12 20
Profit tax Corporate tax 20%, profit tax 10%
VAT 20
Excise tax Changes according to item
Property tax 1 2% on value of property
Land tax Change depends on type of land, Non-agricultural land is 0.24 GEL/ sg. m.
National tax Car ownership tax 30 150
Property tax 2% of market vaue
Social tax Wage 27 4 hedth3  Unemploymentl
Natural resource use Price of production X amount, 0 10%, Non-ferrous metal 3 5%. Precious metas4 6%
Environment effective tax Judgement of Ministry of Environment Protection & Natural Resources. Depends on type of metal
Capita gains tax 10%
Car entry tax 60 880
Others Road tax 1% Enterprise owner tax 1%
Loca tax Enterprise activity tax, gambling tax, resorts tax, hotels tax, advertisement tax, and stamp tax
GEL Lari Uss$ Lari
9000
8000
7000
6000 — —@— — Export
Thou. 5000 —— Import
tons 4000 Transit
3000 --- - - Domestic
2000 RN = o SEFEEELELE =
1000 - ———— p—
Pl —e-———&-————
0
1995 1996 1997 1998 1999 2000
Year
Reference: Statistical Yearbook of Georgia
Appendix 4  1995-2000




Appendix 5

Samegrelo-Zemo Svaneti

No. Area Deposit Type Deposit Name
Adjaria Au Cu polymeta Meritsu, Vaio
Cu Au porphyry Zimi
Abkhazia Metamorphic Au quartzite Kliche
Hg Au telethermal Akhei-Avakhari
Cu Au porphyry Tekhuri

Hydrotherma Au, Sb Cu

Khokrili, Arshiri, Lasili

Kveda Svaneti-Racha
Lechkumi

Hydrothermal Au As Sh quartz

Tsana, Zopkhito

Cu Au porphyry

Garti,

Guria, Shida Kartli Epithermal Au quartz Zekari, Vekijvari, Zoti
Carlin type Au
Au quartz Saketsi

Mtskheta, Kakheti

Metamorphosegenetic Au quartz

Bolnisi

Volcanogenetic Au-bearing

polymetd

Madneuli, Kvemo
Bolnisi, David Gargji

For numbers, pleaserefer to Figure5.2.1

Appendix 6
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Appendix 7  Bolinisi
" Investor ||
- State Department of Geology
| Decllare | | Explloratlon report | IMin. of Env. Protect. & Nat. Resources*
| Tender | | Approvd of ore reserves |<— Ore Reserve Committee

I

_ | Acquire development li

cense |(_

|

FIS| Evaluate environment impact | Evauate investor

Action plan Engineering

Examination

*- Ministry of Environment
Protection and Natural
Resources

Committee between
Ministries & States

| Exploitation permit |

Min. of Env. Protect. & Nat. Resources.*

License Committee

——Min. Env. Protect. & Nat. Resources*
—Min. of Economics, Industry & Trade
[— State Department of Geology

[ State Inspection of Technica Control

—Ministry of Finance

L— Other Ministries

Appendix 8




MAP OF THE HEAYY METALS
COMTANINATHON IN GEDBRLTEA

L, &, Ll M

., F.

- I :
| i - e ¥
A, _..__L.-._'_ e
b i . gty !

|-_ i t
X .

Appendix 9
Appendix 10  Madneuli (2001 ) (Thou. GEL)
Assets 01.01.01 | 31.12.01 01.01.01 | 311201
|Liabilities
Current assets 15,104 16,227|Current liabilities 9,313 11,766
|Long-term assets 13,845 14,575|Long-term liabilities 2,294 3,126
|Liabilities Total 11,607 14,892
Equity 17,343 15,911
Assets Total 28,949 30,802|Total liabilities & equity 28,949 30,802
1US$=2.1GEL
Appendix 11  Madneuli (2001 )
Item Result (GEL)
Sales 21,240,257.42
Cost of goods sold: -17,570,939.11
Operating expenses: -8,281,324.47
Income from operations -4,612,006.16
Other revenues and gains: 7,251,826.91
2,639,820.75
Other expenses and losses; -2,271,620.57
Income before income taxes 368,200.18
Income taxes -165,847.00
Net income 202,353.18




Appendix 12 2001
Rate Basis Remarks
Natulrjirt?;(ource 4% gold 5% copper | Concentrate Paid monthly
Pollution tax on Cal cglated on ton of hazardous waste discha_lrged to
: the air or water. Tax rate differs for each region.
environment by Maxi L :
hazar dous aximum concentrate limits determined by the
materials 0.5% Revenue Mlnlst(y of Er_1V| ronmental and Natural Resources
Protection. Paid quarterly.
Based on previous year property value. Amount
Property tax Property charged at end of the year.
Land tax Unused land of State Department of Land Management sets the tax.
company
Businesstax Profit  [Paid semi-annually
Road tax Concentrate [Paid quarterly
Profit tax 20 Balance |Paid threetimesayear
VAT 20 No VAT on copper concentrate exports
. Export 0.15 Imports 35% including VAT 20%
Tariff
Import 15
Social tax 27%, health care 3%, employment tax 1%.
: Before tax - . .
Social tax 23 on salary In addition, receiver of salary pays social tax 1% and
health tax of 1%. Costs are summed.
Individual [Tax charged on income received. Costs are summed.
Income tax 12 20 .
income
The amounts of taxes and the final remainders per taxes
Tax Accrued sumin [ Paid sumin
2001 (GRL) 2001 (GRL)
VAT
Highway users’ fund -215,447 265,439
Entrepreneurship -133,192 187,655
Social insurance -1,291,158 167,224
Healthcare fund -180,680 0
Employment fund -45,225 0
Profit tax -138,176 293,675
Income tax -828,927 855,000
Property alienation -3,343 3343
Water supply -2,581 0
Land use -139,365| 411,018
Property -151,026 111,155
Natural resources use tax -805,689 590,919
Ecology tax -81,457 83,000
Total -4,016,266 2,968,428

(“-* means liability and “+” means surplus)



Appendix 13  Madneuli

( )

Item Issues Improvement Points
Change management of Ministry of Economy, Industry and Trade Privatization (hold tender)
Lack medium- and long-term operation plan Operation plan with importance on cash flow
Lack analysis operations and cost consciousness Analyze operations
Operation Lack management view under market economy Operation strategy with importance to profit

Depend on trader for sale of production

Survey and secure market

Insufficient understanding of IAS

Use |AS, transparent management

Operation plan includes repaying loan

Finance

Insufficient use of IAS

Financial management based on IAS

Many superannuated assets

Dispose of superannuated assets

Difficulty raising funds

Lower city bank interest rate,

provide medium- and long-term loans

Principle to keep financial data secret

Transparency, disclose information

Little profit, huge debt, difficulty investing

Management links operations and finance

Law & Regulation

Lack flexibility on exploration and development passport
(regulation)

Abolish former USSR rules, establish guidelines
under a free market economy

Exploration costs increase for reserve approval, regulation and
procedure, takes a long time and delays production

Ore reserve management is the responsibility
of the business

Many items, heavy cost burden

Reduce tax for limited period

Tax System Agreement of tax and accounting methods on depreciation Link accounting and tax methods
VAT procedure for barter method Transparency, smplification
Inventory Control No deliberate management, own too much stock Management plan based on actual data
Procurement Much procurement from CIS, insufficient examination of Examine efficiency, price, maintenance and
information to procure suitable goods other considerations
Work Process No deliberate management, own too much stock Promote I T, company intranet (share information)

Human Resources

Arrangement of human resource redundancy

Proper personnel and arrangement

Lack management of contractor

Train manager

Lack knowledge and information for transition to market economy

Increase English ahility, absorb and spread
information and knowledge by the Internet

Environment

Actual state of heavy metal pollution from production activity
in the former USSR is not clear

Implement pollution survey

Superannuated and damaged wastewater facilities

Renew facilities

Insufficient monitoring system

Complete monitoring system, watch environment




Appendix 14 Madneuli

( )

Item | ssues Improvement Points
Cut-off grade is fixed at 0.4% Cu Examination of cut-off grade reflects market conditions
Lack ore reserves, only 10 years life New deposit exploration and development
Ore Amount, |C2 ore reserve is 28% of ore reserve Promotion of confirmation exploration
Grade and |Accounting of minable coarse ore quantity by (9.2%) Allow minable coarse ore quatity to reflect the
Exploration |by uniform waste rock mixing percentage measurement value of waste rock mixing
Calculation of minable ore reserve by uniform coefficient Review minable rate of every block
Undeveloped data management by digitalization Make database and ore reserve and grade map using GIS
Big grade difference in minable ore and produced ore Increase ore reserve by lower cut-off grade (improve assessment rate)
Mining Improve mining efficiency, processing results by stable production
Delayed stripping, lack stripping expense Re-evaluate low grade gold ore and reduce stripping costs
Mining Superannuated, low efficiency Renew sequentially
Equipment
M anagement has low precision on produced ore grade Systemization of ore grade management linked to processing
Production |lInsufficient contractor management (safety, operations) Train managers
Management | Lack of planned production Planned production based on market conditions
L ack of management on gold grade Production plan that includes gold grade management
Lack use of actual production value to production activity Make database of actual production value
Cannot maintain 20% Cu concentrate grade Investigate simple separation of flotation product,
Processing analyze mineral and factors
Regrind middlings, increase capacity of cleaning flotation,
change type of flotation machine
Big change in processing and ore grade Balance and stabilize mine ore prodution (blending)
Processing Superannuated, motor efficiency low Scale up the flotation tank, Examine tank reduction by deeper tanks
Equipment Insufficient instruments Examine purchase of necessary measuring machine receptacle
and automated process control
Supply Procurement from CIS, overstocked due to long delivery Proper ordering by unifying the procurement management
of Goods |period Implement planned maintenance

Environment

Abundant ferrous iron produced during copper recovery
process from acid water

Storage place, impact investigation on water circulation
Examine the use of low grade copper ore
Examination of SW-EX

Information

Information resources limited

Collect and use information by Internet




Present (cut-off grade 0.4%)

Improved (cut-off grade 0.2%)

"

B cut-off 0.4% [ cut-off 0.2%

- Present mining area

Bl cut-off 0.4% [ cut-off 0.2%

I ™1 Improved mining area

Orebody broken into small
dispersed orebodies

Complex production management
Unclear ore bouncliary at mining place)

Low ore grade (Cu<0.4%) much dilution
(low performance rating)

Processing difficulties from
low ore selectability

l

Low accuracy of
grade control

High variability in floatation

Unstable processing results

Integrate for a large-scale

orebody

1

Easy production management
Clear ore boundary at mining place)

Low ore grade (Cu<0.2%) little dilution
(high performance rating)

Respond to the processing of
low ore selectability

|

Raise accuracy of
grade control

Low variability in floatation

Stable processing results

Disadvantages

Ore grade management is difficult
Large-scale mining is difficult

Increase the minable ore reserves
(but ore grade control is necessary)
Easy grade control

Possible for large-scale mining

and increase production

(mining efficiency increase, mining
costs decrease)

Appendix 15




Appendix 16

Basic prospecting plan for gold deposit

Au 0 5 years 10 years
Domestic .
investment | Madneuli 5t 8t 8t
Madneuli ’
3 (Quartzite) 6t Mined out
g Sakdrisi F/S exploitation 4t 8t 10t
g' Tsitelisopeli exploration F/S exploitation 5t 10t
2]
S |Merisi ore field exploration F/S exploitation 3t 10t
@
>
=1
Guria ore field exploration F/S exploitation | 1t 7t
. - . F/S
=] Davit-Gareji exploration exploitation 3t
3 . .
& Kemo-Bolnisi ) exploration exp'lz(;tsation 2t
5 valuation, search
5 Katarkaia exploration F/S
% p exploitation
g T isi lorati F/S
g amarisi exploration exploitation
- Garta exploration
Production Amount 15t (3t/y 25t (5t/y 50t (10t/y)
Acquired gold reserves 60t 60t 80t
Basic prospecting plan for copper deposit
Cu 0 5 years 10 years
Domestic .
investment | Madneuli 75,000t 75,000t 75,000t
iy Sakdrisi F/S exploitation 50,000t 60,000t
o)
‘% Tsitelisopeli exploration F/S exploitation 15,000t 40,000t
>
<
% Merisi ore field exploration F/S exploitation 30,000t
@
e Guria ore field exploration F/S exploitation 10,000t 30,000t
. - . F/S
5 o Davit-Gareji exploration exploitation 15,000t
g3 i ; i F/s
% g Tamarisi valuation, search exploration exploitation
- Garta exploration

Production Amount

75,000t (25 thn t/y

150,000t (30 thn t/y

250,000t (50 thn t/y)

Acquired copper reserves

200 then t

400 then t

400 then t

Mining Fund

Trial systematization

Prospect work by Fund

Fixation of Fund

Foreign or domestic investmen

Prospecting led by foreign
investment

Promoting domestic investment

Self-imposed development

15 years

15 years




Appendix 17

Model Mine
(Rough Idea)
1. PURPOSE
. Creation of a strong competitive mine in afree market economy that will play arole as a core, improve
economy and increase the employment level.
. Development of small-medium scale deposits, introduction of effective technologies
. Practical introduction of management and control systems
2. SUBJECTS
. Gold and copper deposits of small-medium scale
. Deposits with proven reserves for 5-10 years (company or agency related to the government has the
mining right)
. High ore potential region
3. FUNDINGAND TECHNOLOGY
. Mining Fund
. Credits on ODA (Overseas Development Assistance), Soft Loan
. Credits on Central Bank with government guarantees
. Introduction of advanced mining technologies from Japan and other advanced countries (by ODA's
assistance)
4. BUSINESSAGENCIES
. Model Mine Agency
. Agency’s members: Ministry of Economy, Industry and Trade, Ministry of Environment Protection and
Natural Resources, State Department on Geology, Mining Mechanics Scientific Institute and State
Inspection on Technical Supervision.
5. BUSINESSMAINTENANCE
. Evaluation of deposits, F/S, examination of environmental impact
. Engineering
. Development works, mine administration and operation (total- 10 years)
6. SPECIAL GOVERNMENTAL MEASURES
. Tax exemption (within 10 year period starting from devel opment)

. Permission of development licensing (mining right)




Refineries

Plant for 1st stage concentrate

A 1st developed mines A 2nd, 3rd...developed mines
A Medium-scae mine AN Small-scale mine
[ | Concentration plant at ——  Road
start-up
(modular method)
O Expand concentration === Slurry pipeline for 1st
plant (modular method) stage concentrate
EEER

Maintenance base
Government or cooperative has process plants and maintenance
base, and buys ore or 1st stage concentrate from mine

GOVERNMENT

SUPPORT

Infrastructure
Technology

Plant & machinery
(lease)

Capital

(loan)

Others

e Sméters or refining plants are
constructed in future or concentrate
transported to neighboring country

e As the center of the core mines, plant
will be made by modular method

Appendix 18

Appendix 19

SIMPLIFIED REPRESENTATION OF THE INVESTMENT SCALE FOR

LONG-TERM PERIOD OF 15

1. Investment Scale

YEARS

Promotion Measure Uss Effect
(min)
Reconstruction Ma_dneuli m_ine 5 [Recover product?v?ty
Chiatura mine 30 |Recover productivity
Investigation and countermeasure 10 |Realize countermeasures
Environment in polluteq areas _ : :
Introduction of monitoring system 10 |Establish environmental
management system
Surveys and geological prospecting 15 |Select promising area
Exploration & |[supported by the government (ODA)
Exploration by private companies 50 |Acquiring ore deposits
for development target
prospecting  |Geological maps systemization, 30 |Establish exploration
exploration equipment basement
Mineral deposit |Gold mine, 5 mines x 1 t/yr 80 |Revenue US$ 50 min/yr
development |Copper mine, 2 mines x US$5,000,000 100 |Revenue US$ 100 min/yr
Model mine  |F/S, construction 40 [Strengthen competitiveness
Metallurgical Reconstruction of Zestafoni 20 |Recover productivity
manganese Smelter
processing FIS fo_r gold refining, copper smelter 10 Consistent‘sysltem, make
and zinc smelter manufacturing industry
Total: US$400 million

2. Financial provision

Mining Fund ODA + tax revenue US$50 million
ODA ODA Loans + technical cooperation US$40 million
Government Tax revenue + T-bill + National bond US$100 million
Foreign Investments Exploration, development US$130 million
Domestic Investment Securities market, banks US$80 million

Total:

US$400 million
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