London, 28 April 20087 Hi ghl and Gol d Mining Limited AHighland

GOLD MINING Ltd,

HIGHLAND GOLD MINING LIMITED ANNOUNCES FINAL RESULTS
FOR THE YEAR TO 31 DECEMBER 2007

announces its final results for the full year ended 31 December 2007.

FINANCIAL HIGHLIGHTS

IFRS, US$000 (unless stated) 2007 2006
Production (0z) 156,474 151,146
Total cash costs 480 402
Turnover 112,100 91,980
Profit before tax 17,417 25,141
Profit from continuing operations 12,216 13,629
Profit/(loss) from a discontinued operation 5,883 (108,518)
Profit/(loss) for the year 18,099 (94,889)
Earnings/(loss) per share (basic) 0.091 (0.587)
Net cash outflow from operations (30,198) (2,321)
Capital expenditure 68,603 38,911
Net cash flow (outflow) 179,699 (1,994)

2007 Key Events

Mnogovershinnoye (MNV) produced 156,474 ounces of gold in 2007, an 3.5% increase from 2006
Millhouse LLC becomes a new major shareholder owning 40%

Taseevskoye pre-feasibility study completed

Successful debt refinancing i US$120.0 million new low cost credit facilities

Operational and advanced engineering audits completed at MNV and Novoshirokinskoye (Novo)

Novo and Mayskoye licences successfully extended
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e Darasun divestment completed

e Encouraging exploration results at Belaya Gora

Post Year End

e Mayskoye feasibility study completed and awaiting Board review and approval

2008 Goals

e Commissioning of Novoshirokinskoye in Q4 2008

e Continued investment in the optimisation of production at MNV
e Taseevskoye feasibility study to commence in H1 2008

e Advanced drilling programme at Belaya Gora, Lyubov and Unkurtash

Commenting on todaydkXmes CrossyChairmmare of tHighland Gold Mining said,
fiHighland Gold has the financial resources, the technical, operational and managerial expertise to
maximise production from its producing mine and to realise the potential of its development and
exploration assets. Through its strong partnerships with Millhouse LLC, Barrick Gold and Kazzinc, the
company is now able to achieve its long held ambition to become a significant gold mining company
focusing on Russia and Central Asia - and to achieve this safely whilst respecting the environment and
the communities in which it operates.o

The Company will hold a conference call on Monday, 28 April 2008 hosted by Olga Pokrovskaya,
Director, Henry Horne, Managing Director, John McDonough, COO, and Nina Leonova, Head of
Corporate Finance, to discuss the final results. The conference call will take place at 10:00 UK time
(13:00 Moscow). To participate in the conference call please dial one of the following humbers:

UK Local Call 0845 144 0014
UK Standard International +44 (0) 1452 567 626
Conference ID 44307715

A recording of the presentation will be accessible on the company website www.highlandgold.com
shortly after, as well as by dialing one of the following humbers:

International Dial in: +44 (0) 1452 55 00 00
UK Free Call Dial In: 0800 953 1533
UK Local Dial In: 0845 245 5205

USA Free Call Dial In: 1866 247 4222

Encore Replay Access Number: 44307715#

For further information please contact:

Dmitry Yakushkin, Director of Communications Moscow: + 7 (495) 777 31 55

WMC Communications,
Alex Glover: +44 20 7930 9030
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http://www.highlandgold.com/

JPMorgan Cazenove (Nominated Adviser)
Michael Wentworth-Stanley, Managing Director
Sam Critchlow - +44 (0) 207 588 2828

The Annual General Meeting will be held on 12 June 2008.
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CHAl RMANOS REPORT

At the outset of 2007 the Board set the management team a number of objectives, which, amongst
others, included:

e Restructuring and expanding the Company®6s bankin
e Optimising operations at our producing property Mnogovershinnoye

e Further developing Novoshirokinskoye, Mayskoye and Taseevskoye

e Accelerating our exploration activities utilising the highly experienced staff acquired by Highland

following the increased participation of Barrick

We achieved these goals through hard work and outstanding contributions from the Highland Gold staff
and Barrick Gold secondees.

Strong Partners

In December 2007 we concluded a deal whereby Millhouse LLC subscribed in cash for a total of
130,100,000 Ordinary Shares amounting to 40% of the increased capital of the Company and with
proceeds amounting to approximately US$400 million.

Millhouse LLC is a Moscow-based asset management company overseeing investments in a variety of
industries including mining and metallurgy, real estate, consumer products and media.Assets under
management include a significant stake in the steel and mining major, Evraz Group, and a majority
interest in the Dvoinoe gold project. Millhouse LLC is a management company with a proven track record
of developing large industrial companies. This transaction gives the Company sufficient capital in the
medium term for the development of Mayskoye and Taseevskoye and to meet its 50% contribution
towards its joint venture with Kazzinc at Novoshirokinskoye.

Through our strategic alliances with Millhouse LLC and Barrick Gold, Highland Gold is now well
positioned to achieve its long term objectives. Barrick Gold has been a significant partner in Highland
Gold since 2004. In December 2006 we extended our collaboration with them to take advantage of their
strengths as a world-leader in building and operating mines. Combining their technical expertise with our
own world-class assets and experience in the Russian gold-mining sector has allowed us to increase the
efficiency of our current operations and accelerate our development projects. Furthermore, our alliance
with Kazzinc at Novoshirokinskoye, who have extensive experience with polymetalic plant operations,
enables Highland Gold to maximise the potential of this mine.

Mining Environment in Russia

During 2007 Russia experienced yet another year of sustained economic growth. Although inflation
increased, the macro-economic environment in Russia continued to improve. Russia continues to benefit
from high oil and gas prices and initial indications are that the new political leadership favours a more
open and efficient economy.

Highland Gold was successful in extending two of its mining licences during 2007 - those of
Novoshirokinskoye and Mayskoye. On behalf of the Board and Management | wish to extend our thanks
to the Federal and Regional Government officials for supporting and processing our applications in a
timely and efficient manner. Highland Gold continues to strive to develop projects in remote locations in
Russia thereby creating new job opportunities and improving the social infrastructure. The Russian
Government requires strict compliance with extensive regulations covering such areas as legal,
technological, environmental, labour and safety aspects of mining. Our Company is making every effort to
ensure full compliance with both the spirit and the letter of these regulations.

Results

Profit from continuing operations was US$12.2 million. Profit from the discontinued operation at Darasun
in 2007 was US$5.9 million. During 2007 we disposed of OOO Darasunsky Rudnik, the owner of the
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Darasun, Teremky and Talatui mines in the Chita Region of Russia, which was sold for total cash
proceeds of US$15 million. US$10 million was received in 2007, while the second tranche of US$5 million
was received by the Group in the first quarter of 2008.

In 2007 we are reporting a higher turnover of US$112.1 million as compared with US$92.0 million in 2006
ia reflection of our O6no hedged policy whichriees.l owe
In 2007, the Group sold 150,427 ounces of gold at an average price of US$708 per ounce.

Highland Gold continued to advance its development project pipeline, investing US$68.6 million in capital
expenditures (US$38.9 million in 2006) comprising US$15.5 million at Mayskoye, US$18.3 million at
Novoshirokinskoye (representing our 50% share) and US$7.0 million at Taseevskoye. In addition to our
development project pipeline, the Group invested expenditures of US$19.2 million at MNV and US$8.6
million in advancing the CompanigsGnsthe&roypl or ati on asseHf

As at 31 December 2007 cash and short term deposits were US$211.3 million while the net debt position
of the Group was positive at US$34.9 million. During the year Highland Gold completed significant debt
restructuring whereby US$120 million in new financing facilities were raised through two large Russian
banks comprising a US$60 million facility with MDM Bank and two facilities with GazpromBank of US$30
million each. In the first quarter of 2007 the Group utilised US$30.7 million of these new funds to
complete the early repayment of the Commerzbank Syndicated Loan Facility.

After the year end, the Group made an early repayment of the US$15 million short term loan received

from Gazprombank in 2006, and fully repaid the Rouble corporate bond in the amount of US$31 million.

This restructuring has extended the effective matur
facilities to late 2010 and 2011.

Production

We have had a successful year at our main production site, Mnogovershinnoye (MNV), where total gold
production for 2007 was 156,4740z Au. This was within the forecast range for the year and includes a
strong fourth-quarter performance with 67,1430z of gold recovered.

In 2007 we spent US$19.2 million on capital expenditure at MNV in addition to transferring much of the
mobile production equipment from Darasun to the mine. We look forward to this investment continuing to
bear fruit through the coming years.

Darasun

In August 2007 we completed the sale of the Darasun mine to the Uzhuralzoloto Group of Companies for
a total consideration amounting to US$15 million.

The fire at Darasun was the most tragic event i n |
created which will benefit the children of the deceased employees of the Company. We have received
substantial contributions to the charity and | wish to thank all the donors concerned.

Project Development
We made good progress during the year at our three key development sites:

e Novoshirokinskoye i we are on track to commission the mine during the fourth quarter of 2008.
With our joint venture partner, Kazzinc, detailed engineering for the process plant and the rest of
the project has been completed. Once Novoshirokinskoye is in operation, we estimate that
production will be in the order of two tonnes per annum of gold equivalent. With by-product
credits we expect production costs to be competitive.

e Mayskoye - the feasibility study has been completed and will be submitted for review by the
Board. The study is centred on an underground operation that will feed an 850,000 tonne per
year flotation plant and a Biomin Biox leach plant. During 2007 the mining licence for Mayskoye
was successfully extended and now stipulates operational start-up by 31 December, 2010.
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e Taseevskoye - A pre-feasibility study was completed and work on the feasibility study will start in
2008. Work is continuing with the Chita Regional Government and the local community on
resettlement plans which are required to enable the development of the mine.

In total some US$41 million was invested in these three projects during 2007.
Exploration

As part of the alliance with Barrick Gold, Highland Gold acquired an experienced exploration team that

had been operating in Russia for many years. Our exploration efforts were appreciably increased as a

result and, at our most advanced exploration projects, we completed some 22,000 metres of drilling. The

overall result corroborated the strong development potential of these projects. In July 2007 we were able

topubl i sh promising results from the diamond drilling
prospect is close in proximity to MNV which greatly enhances its development potential.

Full details of the exploration programmes at our various sites are contained further on in this report and
we intend to significantly increase the budgeted capital expenditure on exploration during 2008.

Health and Safety Environment

Safety in our operations, and protecting the environment and the well-being of the communities in which
the Group operates, continue to be a priority. The Group is committed to conducting business in an
accountable and transparent way, reflecting the interests of all stakeholders who may be affected by our
activities. In so doing, it demands honesty, integrity and responsibility from those who carry out its affairs.
It seeks to ensure that the human rights, customs and values of its employees and those affected by its
activities are respected, that information about Group activities is properly communicated and that
environmental matters are properly considered. | can confirm that we have made real progress in
achieving our goals in these areas during 2007 and later in this report we comment more fully on our
activities in this regard.

Changes to the Board

Following the conclusion of the successful transaction with Millhouse LLC, who now has an interest of
40% in the Company, and in accordance with the terms of the agreements with them and with Barrick
Gold Corporation who, following the transaction, still has a 20% interest, it was decided that the Board
should comprise nine directors, all of whom are non-executive. At present it is agreed by the Board that
we have ten members, three Millhouse LLC appointed directors, two from Barrick and five independent
directors. Any further changes to the Board will be advised to the market as they occur.

Millhouse LLC nominated Eugene Shvidler, Eugene Tenenbaum and Olga Pokrovskaya as directors and
we were pleased to welcome them to the Board as non-executive directors with effect from 28 January,
2008. With the tragic death of David Fish in December 2007, it was important to consider the
replacement for Chairman of the Audit Committee. | am pleased to advise that Terry Robinson, who has
extensive experience in resource businesses, has agreed to become a non-executive director and
Chairman of the Audit Committee with effect from 25 April, 2008. Ivan Koulakov has stepped down from
his role as Executive Deputy Chairman, but continues as a non-executive director.

We have set ourselves a priority to utilise the management expertise of Millhouse LLC in examining and
restructuring the head office and regional office functions of the Company. This exercise will form part of
a critical examination of our general and administrative expenses in order to ensure that the overall level
of these expenditures is competitive within the industry.

Henry Horne, Managing Director, and Scott Perry, Finance Director, stepped down from the Board on 28

January, 2008, on which date Scott Perry also left the Company. In addition Duncan Baxter, Corporate

Affairs Director, stepped down on 29 April, 2008 following agreement that the Board should comprise only
non-executive directors. Ren® Mar i on whwaryw2087 reSignede f O
from the Company on 25 October, 2007. Both Henry Horne and Duncan Baxter remain part of the
executive.
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I would like to take this opportunity to thank the past and present Board members for their contribution to
the success of the Company in 2007 and | look forward to working with the new Board in developing our
strategy going forward.

Lastly, we wish to record the sad passing of our director David Fish, in December last year. David made
an outstanding contribution to the Board of the Company by ensuring that our Audit Committee
conformed to the highest possible professional standards. He will be sorely missed by us all.

Summary

Highland Gold has the financial resources as well as the technical, operational and managerial expertise
to maximise production from its MNV mine and to take significant steps towards realising the potential of
its development and exploration assets.

Through its strong partnerships with Millhouse LLC, Barrick Gold and Kazzinc, the Company is now able
to achieve its long held ambition to become a significant gold mining company focusing on Russia and
Central Asia - and to achieve this safely whilst respecting the environment and the communities in which
it operates.

Lastly, | would like to thank our Managing Director and all of our employees for their continued dedication

and contribution as well as take this opportunity to thank all of our shareholders for the loyalty shown to
us during this very important year for our Company.
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MANAGI NG DI RECTOR6S REPORT

Our operational priorities during 2007 were to ensure that our producing mine was working to its
maximum capacity, to harness the potential of our development projects and to ensure that we have a
strong pipeline of potential sites for development going forward. All of these objectives require technical
skills and strong management to achieve, so | would like to start by talking about our people.

Our people

The benefits of our closer collaboration with Barrick Gold in Russia were realised in full in 2007. Since
Barrick Gold first began to work with us in 2004, adding their valuable technical expertise and experience
to our own established team, we have worked together jointly to achieve the goals set by the Board of
Directors. Of particular importance were the contributions made by our joint operational and financial
managerial teams.

Subsequently new key appointments have taken place:

John McDonough joined the Company as Chief Operating Officer on 3 December, 2007. He graduated
from the Colorado School of Mines with a PE in Geological Engineering. John started his professional life
in 1973 as a tunnel geologist at the Henderson Mine in Colorado. Since 1985 John has been with Barrick
Gold working as General Manager of the Goldstrike Mine in Nevada for 8 years. In 1994 he was
promoted to the position of Corporate Vice President, Environment, which he held for 10 years until in
2004 when he was appointed Regional Vice President for the Chile/Argentina Business Unit of Barrick
Gold based in Santiago. His most recent position was Corporate Vice President, Engineering/EIT
(Engineer-in-Tr ai ning) in Barrickoés Corporate Office in Tor

Bella Panina was appointed Director of Internal Audit and Risk Management of the Company on 29
January, 2008. She graduated from the Moscow Management Institute and has been working in
accounting and internal and external audits since 1993. Her career has been associated with such
companies as Deloitte & Touche, Yunikon, Sibneft and Millhouse. In 2003 Bella was elected Member of
the State Duma of the Russian Federation where she dealt with tax and financial legislation issues.

Eugene Kolos was appointed Managing Director of RDM Logistics on 1 February, 2008. He graduated
from the Kazan High Military School and has been working in warehousing, logistics and supply chain
management since 1999. Prior to joining the Highland Group, Eugene headed the Russian-American
supply chain management company Wilson Eurasia. Before that he held a number of senior positions in
logistics in Russian oil companies Slavneft and Sibneft.

Tatyana Breeva joined the Company as Chief Financial Officer on 1 April, 2008. She obtained her degree
in accounting from the Plekhanov Academy in Moscow. During 1990-1996, she worked in the Moscow
office of Deloitte & Touche and after that as Deputy Chief Accountant for the Sovmortrans shipping
company. In 1997 Tatyana joined the Russian oil major Sibneft as Director of Internal Audit, then in 1999
she was appointed Chief Accountant. From 2001 to 2007 Tatyana held the position of Vice President
Finance and member of the Board of Directors of Sibneft/Gazpromneft.

We are grateful to Nina Leonova, Head of Corporate
appointment.

As at 31 December, 2007 the Highland Gold Group employed a total of 2,890 employees compared to
3,019 at the end of 2006.

Corporate & Social Responsibility

Our main contribution to the regions where we operate comes in the form of taxes which we pay to local,

regional and federal authorities. Since we conduct our business in remote and predominantly
underdevel oped areas of Russiab6s Far East and Easte
influx of capital for the local governments and, in the long run, affect positively the quality of local life. This
involvement lays the foundation for good and constructive relations with the authorities on all levels and
provides stability in our business planning.
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Beyond this contribution, we also undertake additional social development programmes to maximise the
net benefit to local residents.

Although we divested our Darasun mine in October 2007, we continued to implement the Darasun
community development programme which includes such initiatives as local heating infrastructure repairs,
purchase of modern equipment for the local hospital, playground construction and others. A competition
for grants organised by the Company allowed for more than twenty local initiative groups to secure
financing for projects aimed at addressing the most pressing community issues such as road safety,
juvenile delinquency, and lack of recreation opportunities.

At our Taseevskoye project site in the Chita region, we continued to expand our community development
programme ai med at mobilising the |ooxsadial andoetomamici t y 6 !
issues. We implemented this programme in cooperation with the United States Agency for International
Development.

At the Novoshirokinskoye site, we repaired the local kindergarten which allowed it to double its capacity
and assist families where both parents work. Significant contributions were also made to the improvement
of local health services.

Our activity in the Chita region brought the Company recognition from the Chita Regional Social Forum,
where all significant local non-governmental organisations, charities and civic groups were represented.
In October 2007 the Forum gave an award to Highland Gold for work in the social sphere.

Strong financial and operating performance enables us to increase our participation in the development of
the communities where we conduct our operations. In the Nikolaevsk district of the Khabarovsk region,
where our producing mine Mnogovershinnoye is located, we contributed to road repairs, purchase of road
equipment and a number of other initiatives. We were also able to support initiatives at the regional level
in addition to pursuing local activities.

Another important dimension is the personal involvement of our employees in the delivery of community
programmes. In 2007 Highland Gold employees privately contributed to a number of community and
charitable initiatives in Darasun, Baley, Novoshirokinskoye, Mnogovershinnoye and Moscow.

Health, Safety & Environment

We were able to further improve on our safety awareness campaign which had a very positive impact

throughout the Group during 2007. The lost time incident (LTI) frequency rate (the LTI frequency rate is

calculated as a number of LTI6 dor every 200,000 man hours worked) was 0.46 representing a 29%

improvement over the annual target of 0.65. The achieved rate was also significantly better than our

performance in 2006. For three consecutive months during 2007, all sites of the Group had zero LTI6.s
Two sites of the Group i Mayskoye and Taseevskoye achieved zero LTI6 sluring the entire course of

2007.

Despite these positive achievements, it is with deep regret that we announce three fatalities which
occurred in 2007 and 2008. On 8 August, 2007 there was a fatal underground accident at
Mnogovershinnoye involving a load-haul-dump machine operator. On 9 January, 2008 at the
Novoshirokinskoye mine a raise miner was fatally injured while carrying out his working duties. On 5 April,
2008, also at Novoshirokinskoye, a repairman suffered a fatal wound when struck by equipment.
Investigations into the root causes behind these three accidents were carried out with the participation of
the state regulatory authorities. Actions are being implemented to prevent such accidents in the future at
all mine sites of the Group.

As planned, we bolstered the strength of our site personnel in the Health & Safety Departments by adding
two specialists at Novoshirokinskoye, one at Mnogovershinnoye and one at Mayskoye.

The Companyés Safety Award Programme has been put
performance by sites and individuals.
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Our approach to safety is an ongoing commitment to excellence. We will continue to place an emphasis
on the safety training of site personnel in the form of our Field Level Risk Assessment Programme, fire
training and drills, safe driver training and basic first aid training courses.

Another priority for the Company is to protect the environment and minimise our impact on it.

At Mnogovershinnoye an environment management system is in place to protect the quality of air,
surface and ground water and soil. There were no environmental related reportable incidents at the mine
in 2007. Waste water recirculation reached 90.4%. Data obtained by the certified MNV Analytical
Laboratory shows no negative impact on the environment of cyanide-containing reagents used at the
plant. This is confirmed by systematic inspections of the regulating authorities. Various other
environmental protection initiatives were developed and implemented. Among them was the
strengthening of the tailings dam; start of the construction of the Central ore body shaft water treatment
facilites as well as treatment facilities for mine flood waters at adit = 11 and i n the
transport shops are located. During the year, the surface area disturbed by the Southern ore body open
pit was successfully reclaimed.

At Novoshirokinskoye, permits covering the period of mine construction were obtained for emissions of
polluting agents and disposal of production wastes. Work on the commissioning and certification of the
environmental control laboratory is underway.

At Mayskoye, an environmental monitoring programme was developed and approved by the federal
authorities. An Environmental Impact Assessment which is being conducted to international standards is
in progress and is due to be completed in the second quarter of 2008.

At Taseevskoye, the first public hearings took place to discuss the terms of the Environmental Impact
Assessment for the mining project and the village resettlement plan. A baseline survey to determine the
potential impact of the Taseevskoye development project on the environment is underway.

In 2007 we accomplished 130 internal environmental inspections compared to 115 in 2006. 120
managers and specialists of the Company attended various Environmental Protection and Safety Training
courses.

MNOGOVERSHINNOYE (MNV), Khabarovsk region

At our MNV mine, 2007 was a year when we successfully implemented a whole series of short and long
term initiatives to improve efficiency and reduce costs.

MNV Mine Development

These initiatives were identified early in the year as part of a detailed operational review and optimisation
audit (ORT). Their successful implementation contributed to a significant increase in production quarter-
on-quarter throughout the year. These initiatives included:

¢ the recapitalisation and optimal mining sequencing of the mines;

e an upgrade of the processing facility in order to increase the grinding circuit capacity by splitting it
into two trains and increasitbg25%.he mineds pr

e modifications to the resin regeneration facility which reduced the time for resin regeneration from
200 hours to less than 50 hours.

e installation and commissioning of a gravity circuit (Knelson concentrators and flotation cells)
which allowed the coarse gold to be recovered prior to the RIL circuit. Results thus far have
shown the circuit to be effective in capturing as much as 30% of the total contained gold, which in
turn allows greater residence time of the remaining fine gold in the RIL circuit leading to higher
overall recoveries.

e an upgrade of the open-pit and underground mobile production fleets
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e commissioning of a centralised warehouse and mobile equipment maintenance shop.

MNV total gold production for 2007 was 156,474 oz, which was within the forecast range, and which
constitutes an improvement on the 2006 production figure of 151,146 oz.

MNV OPERATIONS SUMMARY

Unit 2007 2006
Mine development
Open pit/waste stripping 000 |\/|3 1,986 1,468
Underground Metres 9,799 8,338
Ore mined

Tonnes 485,147 389,036
Open pit

g/tonne 6.81 6.24

Tonnes 600,439 407,836
Underground

g/tonne 4.16 5.57

Tonnes 1,085,586 796,872
Total ore mined

g/tonne 5.35 5.90

Tonnes 977,139 933,569
Ore processed

g/tonne 5.54 5.52

Tonnes 144,328 136,697
Incl. from stockpile

g/tonne 3.09 3.30
Recovery rate % 89.84 91.18
Gold produced Ounces 156,474 151,146
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Production Costs

Operating costs at the MNV operation were US$432 per ounce, which is a 19,6% increase compared to
2006 of US$361 per ounce. This increase was attributable to higher maintenance expenses, as well as
increased unit costs, which were predominantly associated with higher energy, material and manpower
costs. These cost pressures, along with higher royalties due to the stronger gold price, raised our total
cash costs to US$480 per ounce, as compared to US$402 per ounce in 2006. Total production costs
were US$533 per ounce, as compared to US$458 per ounce in 2006.

Capital Costs

During 2007, the Company invested US$19.2 million at Mnogovershinnoye. This included US$14.7
million for the purchase of additional production equipment, in particular equipment for the open pit
(US$5.1 million for loaders, dozers, trucks), underground (US$3.3 million for loaders, drill rigs,
multipurpose vehicles) and processing (US$1.1 million for Knelson concentrators and crushing and
grinding equipment). US$4.5 million was spent on construction works at the site.

Outlook

In 2008, we will continue work to maximise the production potential at MNV by implementing additional
upgrades to the processing facility. This will include the installation of a third thickener to increase gold
recovery and reduce reagent consumption, and further improvements to the absorption and regeneration
circuits.

Our production target for the mine in 2008 is in the range of 155,000-165,000 oz.
DEVELOPMENT PROJECTS

NOVOSHIROKINSKOYE, Chita region

The Company is on track to commission Novoshirokinskoye by the end of 2008.

We continue to work with our joint venture partner Kazzinc to optimise production and sales opportunities
at the site. Detailed engineering for the process plant and all other parts of the project has been
completed. All equipment for the plant has been ordered and installation is proceeding as equipment
arrives at the site.

The main contractor has a full work force on site and has completed work on a number of infrastructure
facilities, including buried services, power distribution, explosives magazine, phase one permanent
accommodation, temporary construction camp, mine rescue complex, standby power generation, potable
water supply, and heating plant.

A total of 22,594 metres of surface diamond drilling and 8,265 metres of underground core drilling were
completed in 2007. An updated block model will be completed in the second quarter of 2008 after all
assays have been received and the geologic model has been made.

The site began underground re-development work in July 2007 on three production levels. As planned,
3,630 metres of level development and 250 metres of raise development were completed in 2007.
Development work began in January 2008 on the production adit.

Capital Costs
We invested US$18.3 million at Novoshirokinskoe in 2007 (representing our 50% share). This comprises
US$4.6 million of development operating costs (salaries, electricity, fuel, safety and overheads), US$4.3

million for exploration and survey, design and engineering, as well as US$9.4 million spent on
construction and on the purchase of production equipment.
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Outlook

Besides the work currently underway and mentioned above, earth work on the tailings and water storage
dams is also underway, and the tailings pipe line, collector lines, and water return lines are currently
being installed. Ore processing is scheduled to commence during the fourth quarter of 2008.

The focus underground in the first half of 2008 will be upon the refurbishment of the skip shaft and the ore
handling systems. In the meantime the cage shaft is being used to hoist development waste. The mine
currently has 300 employees working underground and stoping is expected to begin in the second quarter
of 2008. Underground definition drilling will continue during 2008 with three drills in operation.

MAYSKOYE, Chukotka region
Feasibility study for Mayskoye was completed in late March.

The study is centred on an underground operation that will feed an 850,000 tonnes per year flotation plant
and a Biomin Biox leach plant. Basic engineering has been completed and contractor Aker Kvaerner has
commenced detailed engineering on the process plant. GOT (Magadan) has commenced detailed
engineering on the infrastructure.

Subject to Board approval of the study, construction is scheduled to commence after the opening of the
ice-free navigation season in the second half of 2008.

During 2007 the mining licence for Mayskoye was successfully extended and now allows for operational
start-up to be scheduled for December 2010.

Infill drilling continued throughout the year with a total of 21,855 metres of diamond drilling completed with
three rigs active. Assays are currently being carried out at Alex Stewart Laboratories in Moscow, and an
update to the resource model will be completed during the first half of 2008. Rehabilitation of the existing
underground facilities commenced in the second half of 2007, with approximately 180 metres of adit re-
commissioned during the year.

Capital Costs

We invested US$15.5 million in 2007 at Mayskoye. The major items included US$10.5 million of
development costs (salaries, electricity, fuel, mine infrastructure and overheads), US$0.6 million spent on
design and engineering, and US$4.4 million related to the drilling programme and samples preparation,
construction work at the site and the purchase of equipment.

Outlook

Final surface capping of the all-season access road is expected to be completed in May 2008, after which
the earthmoving equipment will be mobilised for the site preparation works. Plant and infrastructure
foundation work is expected to begin in the second half of 2008.

The first set of mining equipment (LHD and twin-boom jumbo) has been ordered and underground
development will commence in July 2008 upon their delivery. Additional mining equipment has been
ordered for delivery late in the year. Orders have also been placed for other long lead- time items (SAG
mill, diesel power generators).

TASEEVSKOYE, Chita region
The pre-feasibility study was completed and work on the feasibility study will start in 2008.

The 9,053 metre drilling programme for 2007 at the Taseevskoye deposit, including 1,568 metres drilled
from the frozen pit lake, was completed.

The resource block model was updated during the fourth quarter of 2007 and was used as the basis for
an internal pre-feasibility study that was completed by the end of the year. Findings from this study will
be used as the basis for a feasibility study to commence in the third quarter of 2008. Additional
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metallurgical testwork focusing on Leach Oxidation is being undertaken at SGS Lakefield Laboratories in
Chita.

The baseline environmental study programme has started and the first public hearings regarding the
Resettlement Action Plan (RAP) were held.

Capital Costs

We invested US$7.0 million at Taseevskoye in 2007. The bulk of these expenses were the US$2.4 million
which covered development operating costs (salaries, electricity, fuel and overheads). In addition, US$3.3
million was spent on the drilling programme, assaying, geotechnical and hydrological studies and
environmental monitoring. The remainder of US$1.3 million includes design and engineering, construction
works at the site and purchase of equipment.

Outlook

A cutoff study will be submitted to GKZ in the first quarter of 2008, followed by the technical design by the
end of the year. The focus will also be on completing the Environmental Impact Assessment and
Resettlement Action Plan, as well as metallurgical and hydrological studies. The project work on the
feasibility study will commence in the third quarter of 2008 and is expected to be completed in the second
quarter of 2009.

Exploration

With a substantially increased budget of US$7.5 million allocated to exploration in 2007 we stepped up
our commitment to exploration projects, underscoring our intent for growth through exploration. At our
most advanced exploration projects we completed a total of 22,000 metres of drilling as planned and
received overall positive results corroborating the strong development potentials of these projects.
Through the acquisition of the Iska licence in mid-2007 we added a new high-potential, grass-root
property to our growing exploration portfolio which remains focussed on bulk-mineable gold deposits for
low-cost open-pit operations in the vicinity of our existing operations. For 2008 we will accelerate our
exploration efforts further. This will include a total drilling programme of 30,000 metres including resource-
definition drilling at our three advanced exploration properties and drill testing at our Mnogovershinnoye
mine.

BELAYA GORA, Khabarovsk region

The success of the 2007 exploration programme at Belaya Gora made it our most advanced exploration
project and it is now nearing the development stage. During the year, we completed a 13,000 metres
drilling programme at the two targets Pologaya and Stockwork. Positive assay results confirmed the
geological models of a flat-lying resource at Pologaya and a steeply-dipping vein-veinlet system at
Stockwork and corroborated the propertyéos pot e
reserve category at 22 million tonnes grading 1.68 g/t of gold. These ore deposits are expected to be
mineable as open pit operation. Metallurgical test work on two 300 kg samples was also initiated and
preliminary results point to high recovery rates by gravitation alone. A cut-off grade study with a
preliminary reserve calculation was started in the second half of the year and will be submitted for state
approval by year-end 2008 as set out in the licence agreement. Including sampling, assaying and cut-off
grade study, we spent a total of US$4.5 million on the 2007 exploration programme at Belaya Gora.

Outlook

For 2008 we have scheduled an additional 7,500 metres of resource definition drilling due for completion
by the end of the second quarter. A pre-feasibility report which will include a report on preliminary
reserves and a cut-off grade study will be compiled and submitted for state approval (GKZ) by year-end
2008 as set out in the licence agreement. While this will mark a major milestone towards development of
Belaya Gora, we will continue exploration drilling in order to fully exploit the mineral potential of the
property. Additional metallurgical test work will be carried out during the year.
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LYUBOV, Chita region

The 2007 exploration programme at Lyubov amounted to an expenditure of US$1.2 million and focused
on two targets, the Lyubov gold trend in the south and the Khaverga ore field in the north of the licence
area. Along the Lyubov gold trend, we completed a 3,500 metres drill testing programme at several
prospects which we had pinpointed in 2006 as most promising. At the Evgraf prospect, we successfully
identified a wide zone of stockwork-type gold mineralisation which hosts a potential resource of
(C1+C2)+P2 category of 28 million tonnes grading 1.5 g/t of gold, based on drilling results from previous
explorers and our own results to date.

At the Khaverga ore field, our 2007 geochemical soil-sampling survey revealed a 4 km long and 1.5 km
wide zone of distinct gold anomalies with gold grades of 0.03-8.0 g/t occurring within unconsolidated
sediments. The geochemical anomalies spatially coincide with a favourable geological setting in a
regional fracture zone which is also evident in our geophysical survey work in the area. The promising
results at Khaverga warrant follow-up work and indicate a gold mineralisation potential comparable to that
of the Lyubov trend.

In 2007, we also initiated the return of the Malo-Fedorovsky licence, a small sublicence within the Lyubov
property. As reported previously, our 2006 exploration results did not conform to the officially quoted
resource parameters and did not warrant further exploration on this licence.

Outlook

For 2008, an additional 9,500 metres of diamond drilling is planned on the Evgraf zone and its western

extension in order to del i ne aostiag atntula-milioo ounc sesooreeefr a | |

gold mineralisation. At the Khaverga area, a trenching and sampling programme is planned for 2008 to
delineate targets for follow-up drilling.

UNKURTASH, Kyrgyzstan
In 2007 we completed 3,500 metres of large-diameter reverse circulation drilling which concluded the

preliminary stage of geological exploration at the Unkurtash deposit and the adjoining Sarytube and
Karytube prospects. Based on these results the overall mineral potential has been estimated and the type

and volume of future exploration works formulated

requirements. Accordingly, widespread gold mineralisation occurs in parallel zones of steeply dipping
stockworks which form an elongated belt 4,000 metres long and 250-500 metres wide with a vertical
extent of at least 350 metres which is revealed in drilling and underground data. Extrapolating from the
most explored areas, the results of our own, and previous, works indicate a multi-million ounce potential
grading 1.5 g/t of gold. A total of US$0.74 million was spent in 2007 for the Unkurtash drilling programme.

Outlook

The 2008 exploration programme allocates a total of 12,000 metres of reverse circulation and core drilling
for potentially delineating resources of 60 tonnes of gold of C1+C2 category and 120 tonnes of P1
category.

MNOGOVERSHINNOYE, Khabarovsk region

In 2007 we initiated a programme for near-mine exploration at Mnogovershinnoye with the objective of
both replacing and adding reserves in order to substantially extend the mine life. We re-evaluated local
geology and previous exploration results and identified high potential for discovery of additional zones of
continuous gold mineralisation mostly in between the underexplored areas of already known ore zones.

Outlook

A multidisciplinary exploration programme is planned along three exploration profiles, while in 2008 will
include geophysical surveys and 4,000 metres of drill testing at selected areas.
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ISKA, Khabarovsk region

In the course of an open auction, we acquired for US$75,000 the 920 km Iska licence located only 20 km
to the south of our Belaya Gora property. Iska features strong geological similarities with Belaya Gora and
several occurrences of known gold prospects underline the good potential of this property. In addition, the
presence of an alunite deposit with gold showings and specific alteration style indicates a good potential
for hosting a high-sulfidation type gold deposit. Archive work with digital compilation and analysis of

previous data has been started and per regul atory

formulated.
Outlook

For 2008 we have planned a multidisciplinary exploration programme, including geophysical and
geochemical surveys and selected trenching of promising prospects on the property in order to delineate
drilling targets.

SOVINOYE, Chukotka region

We concluded the Phase-1 2,800 metres drilling programme during the year which tested a 1.2 sq km
gold-mineralised zone with a reported vertical extent of more than 300 metres within the hinge region of a
large fold at central Sovinoye. Samples were prepared at our facilities at Mayskoye and to date 80% of
samples have been analysed. The results indicate stockwork-type gold mineralisation in the 1 g/t range
down to a depth of 250 metres. We expended US$0.7 million in 2007 on the drilling programme at
Sovinoye.

Outlook

Final assay results and evaluation of results are expected by the end of Q1 2008. If warranted, a 3,000
metres Phase-Il drilling programme aimed at testing grade and continuity of the main mineralised zone to
the north and to the south could commence later in 2008.

MAYA & INIKAN, Khabarovsk region

In 2007 we received 2,200 fire assays from our 2006 grass root exploration programme which included a
stream-sediment geochemical survey over the entire licence area. The programme successfully yielded
new exploration targets with a well defined geochemical gold anomaly covering a 60 sq km area including
one area of 15 sq km. These results highlight the potential for a genuine new discovery on a geologically
highly prospective property.

Outlook

The main anomaly of 15 sgq km is to be explored by 1:25,000 scale geochemical soil-sampling and
geophysical surveys and geological mapping while the wider anomaly covering 60 km sq is to be mapped
and sampled on the 1:50,000 scale.

SARASA, Altay region

As announced previously, the Sarasa licence, a 400 sq km grass root property originally acquired through
Barrick, does not support further exploration and therefore the licence was returned to the state in 2007.

Conclusion

We are proud of the enormous progress made in 2007 and view it as a significant year in proving that the
strategy we put in place a few years back was appropriate and was one that has increased the strength of
the Company. The improved production profile at MNV, the increasing pace of preparatory work for the
commissioning of our development projects and the considerably expanded exploration activities are all
proof of this.

The keytolong-terms ust ai nabl e value creation for Highland

devel opment projects into profitable production
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end, we will have taken a positive step in this direction and we look forward to commissioning Mayskoye,
Taseevskoye and also Belaya Gora within the near future.

The solid base for our future development remains our people. We have strong confidence in our
employees and their ability to develop the Company further. We believe in their talent, professional skills
and devotion to the Company. Our success in 2007 would not have been possible without the unified
efforts of each and every member of our highly motivated team. | would like to thank the Board, my
Management team and all employees for their continued contribution and unified support through a very
challenging but rewarding year in the development of the Company.
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CHI EF FI NANCI AL OFFI CER6S REPORT

The Groupbs financi al st at e me mhes 20070have bdere prepaged rin
accordance with IFRS as adopted by the European Union. As the Group publishes comparative
information in its financial statements, the date for transition to IFRS was 1 January, 2006, this being the
start of the earliest period of comparative information presented. The group previously reported under UK

GAAP and the Groupd financial statements have now b

The most significant elements contributing to the change in financial information for 2006 are:

e the write-off of the negative goodwill on transition to IFRS to the retained earnings;

e recognition of deferred tax liabilities on the fair value adjustments arising in the prior business
combination and recognition of deferred tax liabilities arising on the retranslation of fixed assets
arising in groupsd® Russian subsidiaries whose

e recognition of additional gain arising on the
(Movod) as a result of the decrease in the net

e change in the treatment of derivative financial instruments; and

e change in the treatment of the joint venture.

The financial information for the full year ended 31 December 2006 is based on the statutory accounts for
the year ended 31 December 2006, restated for the effects of adoption of IFRS. Those statutory
accounts, upon which the auditors issued an unqualified opinion, have been delivered to the Registrar of
Companies.

Turnover for the Group in 2007 was US$112.1 million compared with US$92.0 million in 2006. The
increase was due to our O6no hedged policy which
prices resulting in our realized gold price appreciating by 15.7 % which was the key reason for the
increase in turnover by US$20.1 million.

In 2007, the Group sold 150,427 ounces of gold at an average price of US$708 per ounce compared with
161,018 ounces of gold sold in 2006 at an average price of US$612 per ounce.

In 2007 profit for the year was US$18.1 million where profit from continuing operations was US$12.2
million. Profit from the discontinued operation at Darasun was US$5.9 million. Our 100% share in OOO
Darasunsky Rudnik, owner of the Darasun, Teremky and Talatui mines in the Chita Region, Russia, was
sold for total cash proceeds of US$15.0 million, US$10.0 million of which was received in 2007 while the
second tranche of US$5.0 million was received by the Group in the first quarter of 2008.

f unc
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The Groupb s cost of sales increased by 13. 9%, or Uuss$9. .

costs per ounce at MNV rose by 19.6% to US$432 in 2007. The cost increase was attributable to
increased unit cost pressures and higher repair and maintenance expenditures. Increased unit costs were
predominantly associated with higher energy, material and manpower costs while higher repair and
maintenance costs were necessary for commissioning items of mining equipment transferred to MNV
from the Darasun operation prior to its sale.

These cost pressures were also affected by higher royalties due to the stronger gold price, all this
increased our total cash costs to US$480 per ounce compared to US$402 per ounce in the prior period.
Total production costs were US$533 per ounce compared to US$458 in 2006.

Administrative costs decreased by US$5.3 million from US$21.7 million to US$16.4 due to the decreased
provisions for VAT receivables.

In 2007 the Company has acquired a licence for exploration and mining rights for the Iska ore field in the

Khabarovsk Region. The acquisition was made in an open auction on August 24 in Khabarovsk for a bid
price of 1.87 million Roubles (US$75,200).
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Despite the continued strengthening of the Russian Rouble the Company recognized a foreign exchange
translation loss of US$0.78 million. The loss is mainly caused by the exchange rate movement associated
with the corporate bonds denominated in Roubles and deposits in GBP.

The income tax expense of US$5.2 million was lower compared to the prior year of US$11.5 million. The
charge consists of US$6.8 million current tax expenses (US$5.5 million current income tax charge at
MNV and US$1.3 million at other operations), a US$1.8 million credit arising as a result of the successful
resolution of certain tax claims and US$0.2 million of deferred tax charge.

Most of the entities within the Group, with the exception of MNV, are either development projects or
exploration projects and have suffered a tax loss during the period. These tax losses are not able to be
recognised until such time as there is sufficient evidence of future taxable profits in those entities, against
which the losses can be attributed. In total, US$7.1 million of tax losses arose during the period, which
were not recognized. The application of this policy may lead to previously unrecognized deferred tax
assets being recognised in the future, as projects are determined to be economically viable, resulting in a
credit to income taxes.

Profit from the Darasun dilsgeoferaie yearnatk stownras a result @ar a s
di scontinued operations in the Groupbs I ncome St ate

the first half of 2007 following the cessation of mining activities, after which the asset was placed on care
and maintenance, and then sold in October 2007.

The Groupbs cash flow used iOm®R milipneThia tsiU8%27.9anillion moret i e s

than in the previous year due to increases inthe Gr oupés <capital, which are

inventories, trade receivables, other receivables and prepayments.

Highland Gold continues to advance its development project pipeline having invested US$68.6 million in
capital expenditures (US$38.9 million in 2006) comprising US$15.5 million at Mayskoye, US$18.3 million
at Novoshirokinskoye, being our 50% share and US$7.0 million at Taseevskoye. In addition to our
development project pipeline, the Group invested expenditures of US$19.2 million at MNV and US$8.6
million in advanci ndontadsas atotmg entitigséfthe Svoypl or a

In December 2007, Highland Gold signed a subscription agreement with Millhouse LLC whereby
Millhouse LLC subscribed in cash for 65,050,000 new ordinary shares in Highland Gold at a price of 151
pence per new ordinary share (the "First Subscription") and a further 65,050,000 new ordinary shares at
the same price, following the passing of the requisite shareholder resolutions in January 2008 (the
"Second Subscription™).

Completion of the First Subscription, which has been made pursuant shareholder authorities, took place
on 11 December, 2007 and the aggregate proceeds of the First Subscription amounted to US$200
million. Completion of the Second Subscription took place in January 2008 and the aggregate proceeds
of the Second Subscription amounted to US$200 million. Following completion of the First Subscription,
Millhouse LLC's shareholding became 25.0% of the then increased issued share capital and in January
2008 became 40.0% of the enlarged issued share capital following completion of the Second
Subscription. The aggregate proceeds of these subscriptions amounted to approximately US$400 million.

These proceeds have formed an essent i albwingibtmpraceee n t

with its development programme and reduce the Company's reliance on debt financing.

The net cash flows from financing activities of US$278.2 million comprise inter alia of the receipt of
US$200.2 million following completion of the First Subscription with Millhouse LLC, the drawdown of two
US$30 million bank loans with Gazprombank amounting in US$60 million, US$60 million bank loan from
MDM bank and receipts from Kazzinc to finance the Novoshirokinskoye Joint Venture.

Cash and short term deposits at 31 December, 2007 were US$211.3 million versus US$31.6 million at 31
December, 2006 while the net debt position of the Group was positive at US$34.9 million versus a net
debt position of negative $48.5 million at 31 December, 2006. The net debt of the Group includes Cash at
Bank, Bank Borrowings, Outstanding Corporate Bonds and Long-term finance lease payables. The
positive change of US$83.4 million in net debt was caused by the increased change in cash balance of
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US$179.7 million and a US$1.7 million decrease in the capital element of the finance leases opposed to
an increase in loan principals of US$96.0 million and in other net debt items of US$2.1 million due to
exchange rate movements. In 2007 the Group received finance income US$0.9 million as deposit
interest.

In the first quarter of 2007 Highland Gold completed the first of two significant debt restructurings
whereby US$90 million in new financing facilities was raised through two large Russian banks comprising
a US$60 million facility with MDM Bank and a US$30 million facility with GazpromBank. Following the
completion of these transactions, the Group immediately utilised US$30.7 million of these new funds to
complete the early repayment of the Commerzbank Syndicated Loan Facility. Bank loans received in
2007 were utilized to finance our development projects. The Group has significantly reduced interest
expenses by capitalizing that interest.

In October 2007 the Group completed a second debt restructuring with Gazprombank by establishing an
additional new five year term US$45 million corporate debt facility with US$30 million of these funds being
drawn down to fund the future development of the Highland Gold Group.

This debt restructuring was a key el ement of Hi ghl :
c 0 mp a deptdmaturities with its business plan. These new facilities reduce the cost of debt and provide

greater flexibility which is better suited to a growth focused company like Highland Gold. Additionally, this

will allow the Company to reclassify these debt facilities as long term borrowings in future regulatory
accounting filings.

After the year end, the Group has repaid the US$15 million short term loan received from Gazprombank

in 2006 before the maturity date and also fully repaid the Rouble corporate bond in the amount of US$31
million. The early refinancing of the Gazprombank facility and repayment of the corporate bond will see
the effective maturity profile of al |l of Hi ghl and
2011.

20 | Highland Gold Mining Limited Final Results 2007



CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2007

(Restated)
2007 2006
US$000 US$000
Continuing operations
Revenue 112,100 91,980
Cost of sales (75,396) (66,187)
Gross profit 36,704 25,793
Administrative expenses (16,391) (21,705)
Other income 275 473
Other expenses (1,526) (329)
Gain on creation of joint venture - 15,414
Operating profit 19,062 19,646
Foreign exchange (loss)/gain (778) 9,318
Finance revenue 1,350 730
Finance costs (2,217) (4,553)
Profit before income tax 17,417 25,141
Income tax expense (5,201) (11,512)
Profit for the year from continuing operations 12,216 13,629
Discontinued operation
Profit /(loss) after tax for the year from a
discontinued operation 5,883 (108,518)
PROFIT /(LOSS) FOR THE YEAR 18,099 (94,889)
Attributable to:
Equity holders of the parent 18,099 (96,656)
Minority interests - 1,767
18,099 (94,889)
Earnings/(loss) per share (US$ per share)
e Basic, for the profit/(loss) for the year
attributable to ordinary equity holders of the 0.091 (0.587)
parent
o Diluted, for the profit/(loss) for the year
attributable to ordinary equity holders of the 0.089 (0.573)
parent
Earnings per share for continuing operations (US$
per share)
e Basic, for the profit from continuing operations
attributable to ordinary equity holders of the 0.061 0.084
parent
e Diluted, for the profit from continuing
operations attributable to ordinary equity 0.060 0.082

holders of the parent
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Earnings/(loss) per share for discontinued operation
(US$ share)
e Basic, for the profit/(loss) from discontinued 0.030 (0.672)
operation attributable to ordinary equity
holders of the parent

e Diluted, for the profit/(loss) from discontinued
operation attributable to ordinary equity 0.029 (0.656)
holders of the parent
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