HIGHLAND GOLD MINING LIMITED
IMPORTANT NOTICE

This document, comprising a draft admission document, is being distributed by W.H. Ireland Limited ("W.H.
Ireland"], which is regulated by the Financial Services Authority, as nominated adviser to Highland Gold
Mining Limited (the "Company”) in connection with the proposed placing of Existing Ordinary Shares and
New Ordinary Shares of the Company that are to be traded on the Alternative Investment Market of London
Stock Exchange plc ("AIM”) and admission of the issued and to be issued Ordinary Shares of the Company
to trading on AIM ["Admission”).

The information in this document, which is in draft form and is incomplete, is subject to updating,
completion, revision, further verification and amendment. In particular, this document refers to certain
events as having occurred which have not yet occurred but are expected to occur prior to publication of the
final admission document or any supplemental prospectus relating to the Company. Furthermore, no
assurance is given by the Company or W.H. Ireland that any New Ordinary Shares in the Company will be
issued, Existing Ordinary Shares sold or that Admission will take place.

No representation is made by W.H. Ireland or the Company or any of their advisers, representatives, agents,
officers, directors or employees as to, and no responsibility, warranty or liability is accepted for, the
accuracy, reliability, reasonableness or completeness of the contents of this document. No responsibility is
accepted by any of them for any errors, mis-statements in, or omissions from, this document, nor for any
direct or consequential loss howsoever arising from any use of, or reliance on, this document or otherwise
in connection with it.

This document does not constitute or form part of, and should not be construed as, an offer or invitation to
sell or issue, or any solicitation of any offer to purchase or subscribe for, any Existing Ordinary Shares or
New Ordinary Shares nor shall it, or any part of it, or the fact of its distribution, form the basis of or be relied
on in connection with, any contract therefor.

Recipients of this document who intend to subscribe for New Ordinary Shares or purchase Existing Ordinary
Shares in the Company following the issue of the prospectus in its final form are reminded that any such
subscription or purchase may be made solely on the basis of the information contained in the admission
document in its final form, which may be different from the information contained in this document. No
reliance may be made for any purpose whatsoever on the completeness, accuracy or fairness of the
information or opinions contained in this document.

In distributing this draft document in the United Kingdom W.H. Ireland is relying on the fact that all
recipients of it are authorised persons or exempt persons (within the meaning of the Financial Services and
Markets Act 2000) or are persons who have professional experience in matters relating to investments
falling within Article 19(1) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001
(the “Financial Promotion Order”) or are high net worth entities, and other persons to whom this document
may otherwise lawfully be communicated, falling within Article 49(1) of the Financial Promotion Order (all
such persons together being referred to as “relevant persons”). The investments to which this document
relates are available only to, and any invitation, offer or agreement to subscribe, purchase or otherwise
acquire such investments will be engaged in only with, relevant persons. Any person who is not a relevant
person should not act or rely on this document or any of its contents. The distribution restrictions set out in
Part | - Selling Restrictions of this document also apply to this draft document.

This document does not constitute an offer to sell, or the solicitation of an offer to buy, any Ordinary Shares
to any person in any jurisdiction to whom or in which such offer or solicitation is unlawful and, in particular,
should not be distributed to persons with addresses in the United States of America, Canada, Australia,
Republic of South Africa, Republic of Ireland or Japan or in any other country outside the United Kingdom
where such distribution may lead to a breach of any law or regulatory requirement.

The information in this document is confidential and must not be copied, reproduced or distributed to others
at any time except for the purposes of analysis by certain employees and advisers of the recipient who have
agreed to be bound by the restrictions contained herein. W.H. Ireland is acting as nominated adviser and
broker to the Company and will not regard any person (whether or not a recipient of this document or other
information in connection with the matters referred to herein] other than the Company as its customer in
relation to the proposals contemplated by this document. Any persons interested in investing in the
Company are recommended to seek their own independent financial advice.
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. IF YOU ARE IN ANY DOUBT ABOUT
THE CONTENTS OF THIS DOCUMENT OR WHAT ACTION YOU SHOULD TAKE, YOU SHOULD IMMEDIATELY CONSULT
YOUR STOCKBROKER, SOLICITOR, ACCOUNTANT OR OTHER INDEPENDENT FINANCIAL ADVISER WHO SPECIALISES
IN ADVISING ON THE ACQUISITION OF SHARES AND OTHER SECURITIES AND IS AUTHORISED UNDER THE
FINANCIAL SERVICES AND MARKETS ACT 2000 IN THE UNITED KINGDOM OR THE FINANCIAL SERVICES (JERSEY)
LAW 1998, AS AMENDED, IN JERSEY. THE WHOLE OF THE TEXT OF THIS DOCUMENT SHOULD BE READ.

YOU SHOULD ALSO BE AWARE THAT AN INVESTMENT IN THE COMPANY INVOLVES A HIGH DEGREE OF RISK. YOUR
ATTENTION IS DRAWN TO THE SECTION ENTITLED "RISK FACTORS" IN PART Il OF THIS DOCUMENT.

The Directors of the Company, whose names appear on page 9 of this document, accept responsibility individually
and collectively for the information contained in this document. To the best of the knowledge and belief of the
Directors (who have taken all reasonable care to ensure that such is the case), the information contained in this
document is in accordance with the facts and does not omit anything likely to affect the import of such information.

Application will be made for the whole of the issued and to be issued ordinary share capital of the Company to be
admitted to trading on the Alternative Investment Market of the London Stock Exchange. It is expected that Admission
will take place and that trading will commence on 17 December 2002. It is emphasised that no application is being made
for the Ordinary Shares to be admitted to the Official List or to any other recognised investment exchange.

AIM is a market designed primarily for emerging or smaller companies to which a higher investment risk tends to
be attached than to larger or more established companies. AIM securities are not admitted to the Official List. A
prospective investor should be aware of the risks of investing in such companies and should make the decision to
invest only after careful consideration and, if appropriate, consultation with an independent financial adviser. The
AIM Rules are less demanding than those of the Official List. London Stock Exchange plc has not itself examined or
approved the contents of this document.

HIGHLAND GOLD MINING LIMITED

(Incorporated in Jersey under the Companies (Jersey) Law 1991, as amended, with registered number 83208)

Placing of 10,525,821 New Ordinary Shares and 1,052,627 Existing Ordinary Shares
(assuming the Manager's Option is not exercised) at 190p per share

Admission to trading on the Alternative Investment Market

Nominated Adviser and Broker
W.H. Ireland Limited

ORDINARY SHARE CAPITAL IMMEDIATELY FOLLOWING THE PLACING

Authorised Issued and fully paid
Amount Number Ordinary Shares of £0.001 each Amount Number
£300,000 300,000,000 £110,526 110,525,821

In connection with the Placing, certain existing Shareholders have granted W.H. Ireland the Manager’s Option which is
exercisable in whole or in part, once or more than once, upon notice by W.H. Ireland during the period commencing with
the date of this document and ending 30 days after Admission. Pursuant to the Manager's Option, W.H. Ireland has an
option to sell on behalf of certain existing Shareholders up to 1,578,947 Existing Ordinary Shares at the Placing Price,
inter alia, to cover over-allotments or further allotments, if any, in connection with the Placing and to cover short
positions resulting from stabilisation transactions.

The New Ordinary Shares will, on Admission, rank pari passu in all respects with the Existing Ordinary Shares and will
rank in full for all dividends and other distributions declared, made or paid on the Ordinary Shares after the date of this
document.

This document, which comprises an admission document drawn up in accordance with the AIM Rules, has been issued
in connection with the application for Admission. A copy of this document [which comprises a prospectus drawn up in
accordance with The Public Offers of Securities Regulations 1995 (as amended) ("the POS Regulations”)) has been
delivered to the Registrar of Companies in England and Wales in accordance with Requlation 4(2) of the POS Regulations.

A copy of this document has been delivered to the Registrar of Companies in Jersey in accordance with Article 5 of the
Companies (General Provisions) (Jersey) Order 2002, and he has given, and has not withdrawn, his consent to its
circulation. The Jersey Financial Services Commission has given, and has not withdrawn, its consent under Article 4 of
the Control of Borrowing (Jersey) Order 1958 to the issue of the Existing Ordinary Shares and New Ordinary Shares in
the Company. It must be distinctly understood that, in giving these consents, neither the Registrar of Companies in
Jersey nor the Jersey Financial Services Commission takes any responsibility for the financial soundness of the
Company or for the correctness of any statements made, or opinions expressed, with regard to it.



In connection with the Placing, W.H. Ireland may over-allot or effect other transactions with a view to supporting the
market price of the Ordinary Shares at a higher level than that which might otherwise prevail for a limited period after
the Placing Price is announced. However, there is no obligation on W.H. Ireland to do this. Such stabilising, if
commenced, may be discontinued at any time and must be brought to an end after a limited period. Save as required
by law, WH Ireland does not intend to disclose the extent of any over-allotments and/or stabilisation transactions under
the Placing.

Private investors attention is drawn to the fact sheet of The Financial Services Authority (“the FSA") which explains to
investors the significance of the fact that stabilisation may take place. The fact sheet can be obtained from the FSA
website http://www.fsa.gov.uk and free of charge from the FSA whose address is 25 The North Colonnade, Canary
Wharf, London E14 5HS.

W.H. Ireland is acting as the Company’s nominated adviser and broker in connection with the Placing and Admission.
W.H. Ireland will not be responsible to any other person for providing the protections afforded to customers of W.H.
Ireland, or for providing advice in relation to the proposals contemplated by this document.

W.H. Ireland has not authorised the contents of any part of this document for the purposes of Regulation 13(1)(g) of the
POS Regulations or otherwise and no liability whatsoever is accepted by W.H. Ireland for the accuracy of any information
or opinions contained in this document, for which the Directors are solely responsible, or for the omission of any
information.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, Existing Ordinary Shares or New
Ordinary Shares in any jurisdiction in which such offer or solicitation is unlawful. In particular, this document is not for
distribution in or into the United States of America, Canada, Australia, the Republic of South Africa, the Republic of
Ireland or Japan. Neither the Existing Ordinary Shares nor the New Ordinary Shares have been nor will be registered
under the United States Securities Act of 1933 (as amended)] nor under the securities legislation of any state of the
United States or any province or territory of Canada, Australia, the Republic of South Africa, the Republic of Ireland or
Japan or in any country, territory or possession where to do so may contravene local securities law or regulations.
Accordingly, the Ordinary Shares may not, subject to certain exceptions, be offered or sold directly or indirectly in or into
the United States of America, Canada, Australia, the Republic of South Africa, the Republic of Ireland or Japan or to any
national, citizen or resident of the United States of America, Canada, Australia, the Republic of South Africa, the
Republic of Ireland or Japan.

The distribution of this document and the Placing of the Ordinary Shares in certain jurisdictions may be restricted by
law. No action has been taken by the Company, the Existing Shareholders or W.H. Ireland that would permit a public
offer of Ordinary Shares or possession or distribution of this document where action for that purpose is required.
Persons into whose possession this document comes should inform themselves about and observe any such
restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of any such
jurisdiction. This document does not constitute an offer of, or an invitation to purchase, any Ordinary Shares in any
jurisdiction in which such offer or invitation would be unlawful. Further information with regard to restrictions on offers
and sales of the Ordinary Shares and the distribution of this document is set out in Part | - Details of the Placing.

Copies of this document will be available free of charge during normal business hours on weekdays (excluding
Saturdays, Sundays and public holidays) from the date hereof until one month after Admission from the offices of W.H.
Ireland Limited, Cannongate House, 62-64 Cannon Street, London EC4N 6AE and from the registered office of the
Company.
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Expected timetable of principal events

Admission and commencement of dealings in the Ordinary Shares 17 December 2002
Ordinary Shares credited to CREST accounts 17 December 2002
Despatch of definitive share certificates by 23 December 2002

Placing statistics

Placing Price per Ordinary Share 190p
Number of New Ordinary Shares to be issued pursuant to the Placing 10,525,821
Number of Existing Ordinary Shares to be sold pursuant to the Placing' 1,052,627
Number of Existing Ordinary Shares subject to the Manager's Option® 1,578,947
Number of Ordinary Shares in issue following the Placing 110,525,821
Percentage of enlarged issued share capital comprised by the New Ordinary Shares 9.5 per cent.
Market capitalisation of the Company following the Placing at the Placing Price £210.0 million
Estimated net proceeds of the Placing receivable by the Company’ £16.2 million

The exchange rate from pounds sterling to United States dollars, based on the reference rate published by
the Financial Times on e December 2002, the latest practicable date prior to publication of this document,
was £e=US%$1.00.

1 Assuming the Manager’s Option is not exercised

2 The Manager's Option has been granted by certain existing Shareholders over a number of Existing Ordinary Shares equal to approximately 15%
of the aggregate number of Ordinary Shares comprised in the Placing

3 The estimated net proceeds receivable by the Company are stated after deduction of the estimated commissions and expenses payable by the
Company in connection with the Placing
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Definitions

The following words or expressions have the following meanings in this document, unless the context requires otherwise:

“the Act”

"Admission”

"AIM"
"AIM Rules”

"Articles of Association” or "Articles”

"Board” or "Directors”

"CBR"

o

"City Code”
"Combined Code”

“the Company” or
"Highland Gold Mining”

"Competent Person” or "SRK"

"CREST"

"Darasun”

"Executive Directors”

"Existing Ordinary Shares”
"Gokhran”

"Group”

"Harmony" or
"Harmony Gold Mining Company”

“Irgiridmet”
"Jersey Regulations”
"London Stock Exchange”

"Manager's Option”

"MAP of Russia”
"MNV*

"NAZ"

"New Ordinary Shares”

"Non-Executive Directors”

"Novoshirokinskoye”

"0OAO NS”

the Companies (Jersey) Law 1991, as amended

the admission of the Existing Ordinary Shares and the New Ordinary Shares of the Company
to trading on AIM becoming effective in accordance with Rule 6 of the AIM Rules

the Alternative Investment Market of the London Stock Exchange

the rules published by the London Stock Exchange from time to time governing the admission
to and operation of AIM

the Articles of Association of the Company as amended from time to time

the directors of the Company and their alternates, whose names and addresses are set out on
page 9 of this document

Central Bank of the Russian Federation
City Capital Corporation Limited, the capital markets adviser to the Company
The City Code on Takeovers and Mergers

the Principles Of Corporate Governance And Code Of Best Practice published by the
Committee on Corporate Governance chaired by Sir Ronald Hampel in June 1998

Highland Gold Mining Limited, registered number 83208, a company incorporated in Jersey

Steffen, Robertson and Kirsten (UK) Ltd

the computerised settlement system to facilitate the transfer of title of shares in
uncertificated form, operated by CRESTCo Limited

the Darasun gold mining complex and associated operations including the Darasun, Teremky
and Talatui deposits located in the Chita region of eastern Russia as further described in this
document

those Directors of the Company who are executive directors and whose names and addresses
are set out on page 9 of this document

the 100,000,000 Ordinary Shares in issue at the date of this document

State Institution for the Formation of the State Depository of the Precious Metals and Gems of
the Russian Federation, Storage, Disposal and Use of the Precious Metals and Gems within
the Ministry of Finance of the Russian Federation

the Company and its subsidiaries and subsidiary undertakings

Harmony Gold Mining Company Limited, a company registered in the Republic of South Africa
and described more fully in this document, listed on the Johannesburg Stock Exchange

Irkutsk Scientific Research Institute of Precious and Noble Metals and Diamonds
the Companies (Uncertificated Securities) (Jersey) Order 1999
London Stock Exchange plc

the option granted to W.H. Ireland to sell on behalf of certain existing Shareholders up to
1,578,947 Existing Ordinary Shares at the Placing Price

Ministry for Anti-Monopoly Policy and Support of Entrepreneurship of the Russian Federation

the Mnogovershinnoe gold mining complex and associated operations located in the
Khabarovsk region of far eastern Russia as further described in this document

Russian open joint stock company “AP Nizhneamurzoloto” with registered office in the village
of Mnogovershinnoe, Nikolaevsky district, Khabavsk, Russia

new Ordinary Shares in the Company to be issued in the Placing

those Directors of the Company who are non-executive directors and whose names and
addresses are set out on page 9 of this document

the Novoshirokinskoye gold and polymetallic mine and associated operations located in the
Chita region of eastern Russia as further described in this document

OAO Novoshirokinskoye Rudnik, an 81.29% owned subsidiary of ZAO MNV incorporated in
Russia



Definitions

“Official List”
"000 Darasun”
"000 RDM"
"Ordinary Shares”
"Placing”

"Placing Agreement”

"Placing Price”

"Placing Shares”

"POS Regulations”
"Regulations”
"Shareholder”
"SRK”

"SRK Report” or

"Competent Person’s Report”

"Stanmix "

"Stanmix Investments”

“THM"

UK
"UK GAAP"
"UK Listing Authority”

"UK Regulations”

"W.H. Ireland”

"ZAO Integra”

"ZAO MNV"
“ZAO Talatui”

the Official List of the UK Listing Authority

000 Darasunsky Rudnik, a wholly owned subsidiary of Stanmix, incorporated in Russia
000 Russdragmet, a wholly owned subsidiary of Stanmix, incorporated in Russia
ordinary shares of £0.001 each in the Company

the conditional placing of Existing Ordinary Shares and New Ordinary Shares by W.H. Ireland
pursuant to the Placing Agreement

the conditional agreement dated » December 2002 between (1) the Company, (2) the Directors,
(3) certain existing Shareholders and (4] W.H. Ireland, the principal terms of which are set out
in paragraph 9(t) of Part V of this document

190p per Ordinary Share

the Existing Ordinary Shares and New Ordinary Shares to be placed by W.H. Ireland pursuant
to the Placing including, to the extent the Manager’s Option is exercised, any Existing Ordinary
Shares to be placed pursuant thereto

The Public Offers of Securities Regulations 1995 (as amended)
together the UK Regulations and the Jersey Regulations

a holder of Ordinary Shares

Steffen, Robertson and Kirsten (UK) Ltd

the report by SRK set out in Part Ill of this document

Stanmix Holding Limited, registered number HE130354, a company incorporated in Cyprus,
and a wholly owned subsidiary of the Company

Stanmix Investments Limited, registered number HE128933, a company incorporated in
Cyprus, and a wholly owned subsidiary of the Company

Russian closed stock company "Trade House Mnogovershinnoe”, a 100% subsidiary of ZAO
MNV

the United Kingdom of Great Britain and Northern Ireland
UK Generally Accepted Accounting Principles

the Financial Services Authority, acting in its capacity as a competent authority for the
purposes of Part VI of the Financial Services and Markets Act 2000 of the United Kingdom,
including where the context so permits any committee, employee or servant of such authority
to whom any function of the UK Listing Authority may from time to time be delegated

the Uncertificated Securities Regulations 2001 (512001 No. 3755) including any modification
thereof or any regulations in substitution thereof made under Section 207 of the United
Kingdom Companies Act 1989 and for the time being in force

W.H. Ireland Limited

Russian closed joint stock company “Information Technologies in Mining and Geological
Works" with registered address 35 Staromonetny pereulok, Moscow

ZAO Mnogovershinnoe, a wholly owned subsidiary of the Company

ZAO Talatui, a wholly owned subsidiary of 000 Darasun, incorporated in Russia



Directors, company secretary and registered office

Directors

Company secretary

Head office and
registered office

The Lord Daresbury (Executive Chairman)

lvan Eugene Koulakov (Managing Director)

Duncan Antony Hilder Baxter (Executive Director responsible for finance]
James Havelock Cross (Non-Executive)

Thaddeus Steven Anthony Grobicki (Non-Executive)

Christopher David Palmer-Tomkinson [Non-Executive]

Peter McKenna (alternate Director to Mr. Grobicki]

All of:

Le Gallais Chambers
54 Bath Street

St Helier

Jersey JE4 8YD

Paternoster Secretaries Limited
Le Gallais Chambers

54 Bath Street

St Helier

Jersey JE4 8YD

Le Gallais Chambers
54 Bath Street

St Helier

Jersey JE4 8YD



THIS PAGE HAS INTENTIONALLY BEEN LEFT BLANK



Advisers

Nominated Adviser and Broker

Capital Markets Adviser to the
Company

Auditors to the Company and
Reporting Accountants

Solicitors to the Company

Solicitors to W.H. Ireland Ltd

Competent Person

Registrars

W.H. Ireland Limited
11 St James's Square
Manchester M2 6WH

City Capital Corporation Limited
Sion Hall

56 Victoria Embankment
London EC4Y 0DZ

Ernst & Young LLP
Becket House

1 Lambeth Palace Road
London SET 7EU

As to English Law

Fox Brooks Marshall
Century House

St Peter's Square
Manchester M2 3DN

As to Russian Law

PricewaterhouseCoopers CIS Law Offices, B.V.
Kasmodamianskaya Nab. 52 Bld. 5

115054 Moscow

Russia

As to Jersey Law

Bedell Cristin
PO Box 75

26 New Street
St Helier
Jersey JE4 8PP

Shepherd + Wedderburn Linklaters
Bucklersbury House One Silk Street
83 Cannon Street London EC2Y 8HQ

London EC4N 85SW

Steffen, Robertson and Kirsten (UK]) Ltd
Windsor Court

1-3 Windsor Place

Cardiff CF10 3BX

Capita IRG Offshore Limited
Victoria Chambers
Liberation Square

1-3 The Esplanade

St Helier

Jersey JE? 3QA
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Key information

The following information is derived from, and should be read in conjunction with, the full text of this
document, and in particular with Part Il - Risk Factors of this document.

Investors should read the whole of this document and not rely on key or summarised information.

Overview

Highland Gold Mining Limited was incorporated in Jersey on 23 May 2002 for the purpose of acquiring,
consolidating and developing a portfolio of quality gold mining projects in the Russian Federation with good
growth potential. It is the holding company of a group comprising Mnogovershinnoe ["MNV"), Russia's
fourth largest gold producer in 2001, and two development projects — Darasun and Novoshirokinskoye.

Annual production at MNV for 2002 is targeted at 175,000 oz of gold. Proven and probable reserves at MNV
amount to 2.3 million oz while measured, indicated and inferred resources amount to 3.0 million oz. The
Darasun and Novoshirokinskoye projects are currently being advanced by the Group and, upon final
resolution of the outstanding issues relating to those projects, further details of which are provided in Part |
of this document, the Group would have a potential aggregate resource base of 8.0 million 0oz, comprising
7.2 million oz of gold and approximately 0.8 million oz of gold equivalents, including silver, lead and zinc by-
products.

The Group has a successful Russian executive management team which, together with the Directors, is
committed to the expansion of the Group's production base. Based on the successful completion of the
Darasun and Novoshirokinskaye projects, the Group has the potential to add a further 160,0000z of gold
production per year to the Group.

Group strategy

The abundance of natural resources and the recent positive developments in the Russian gold industry
provide an opportunity for the Group, based on its existing assets, to pursue a strategy aimed at establishing
a portfolio of Russian gold projects fulfilling the Group's technical and economic development criteria. In
pursuing this strategy, the Group is able to apply its considerable experience accumulated during its
development of the MNV mine. The Directors currently envisage that, in the near term, emphasis will be
placed on the optimisation of the existing operations at MNV, the acquisition of the Darasun licences and
the development of the Darasun project, and the completion of the development of Novoshirokinskoye.
Further mining acquisition opportunities will also be pursued where such opportunities add value to
shareholders and fulfil the Group's technical and economic criteria.

The Directors believe that its strategy of investing in a portfolio of operational and development assets in
Russia, supported by access to international capital following Admission, should allow the Group to become
a diversified mid-tier gold producer. The Directors believe the existing asset platform in the Group, together
with its financial, technical and operational expertise, will provide a firm foundation for the achievement of
the Group's strategic goals.

Selected financial information

The table below summarises the trading results of the Group's main trading subsidiary, ZAO MNV, for the
three and a half years ended 30 June 2002, which includes the period prior to its acquisition by the Company.
The information set out below has been extracted from the accountants’ reports on the Company and ZAO
MNV set out in Part IV of this document, which has been prepared on the basis of audited financial statements
prepared in accordance with UK GAAP, and this information should be read in conjunction with that report.

12 months ended 31 December 6 months ended

30 June

1999 2000 2001 2002

Us$'000 Us$'000 Us$'000 Us$'000

Turnover 9,986 25,498 40,108 28,264
Profit before taxation 3,556 4,922 11,794 14,676
Net cash inflow from operating activities 5,542 4,098 11,374 14,478

Net assets 2,204 6,110 13,286 23,535




Key information

The net assets of the Group as at 30 June 2002, taking account of adjustments arising on the acquisition of
ZAO MNV and 000 Darasun, were US$31.5 million.

The auditors’ opinion on those financial statements was qualified as set out in Part IV of this document. The
auditors’ opinion also refers to fundamental uncertainties relating to ownership and legal title of certain
fixed assets of ZAO MNV, although their opinion is not qualified in this respect.

Investment considerations

Prior to investing in the Ordinary Shares investors should consider, together with the other information
contained in this document, the investment considerations set out in Part || - Risk Factors of this document.
This section covers a variety of risks including, but not limited to, those associated with the gold mining
industry, property rights, environmental issues and investment issues.

Current trading and prospects

For the six months to 30 June 2002, which includes the period prior to its acquisition by the Company, the
Group's main trading subsidiary, ZAO MNV, reported revenue of US$28.3 million and profit before tax of
US$14.7 million. For the ten months to 31 October 2002 the Group milled a total of 659,458 tonnes of ore
and produced a total of 149,190 oz of gold with an average recovery grade of 7.1 g/t.

For the remainder of the financial year the Directors expect that MNV will continue to achieve satisfactory
results from its existing operations. The Directors currently believe, subject to the satisfactory completion
of feasibility studies and the award of the long term mining licences for the deposits at the Darasun
complex, that the pre-production development of Darasun can be completed within 18 months. The
Directors also expect the Group to be able to complete further aspects of the development of
Novoshirokinskoye in due course although this outcome is not certain.

Based on performance to date in the second half of the current financial year, the Directors expect to report
continued progress in the Group's operations and financial results. Based on information currently available
to the Group, the Directors are optimistic about the Group's prospects.

Dividend policy

The Directors intend to pursue a progressive dividend policy whilst taking a prudent view of the Group's cash
flows and capital requirements and maintaining an appropriate level of dividend cover.

On the basis of information currently known to the Company, the Directors currently intend to pay a final
dividend in respect of the year ending 31 December 2002 in April 2003. The Directors currently intend that
interim and final dividends will be paid in the September and April of each year respectively thereafter.

As a company incorporated in Jersey, the Company can only pay dividends if distributable profits are
available for the purpose; as a holding company, the Company will be dependent upon dividends and
interest distributed to it by its subsidiaries. As the Company is incorporated in Jersey with exempt company
status, under existing legislation, dividends paid by the Company to UK resident Shareholders will not be
subject to any Jersey withholding tax.

Details of the Placing

The total value of the Ordinary Shares comprised in the Placing (assuming the Manager’'s Option is not
exercised) is £22.0 million, of which £20.0 million comprises New Ordinary Shares to be issued by the
Company. The New Ordinary Shares represent 9.5% of the enlarged issued share capital of the Company
following the Placing. The proceeds of the Placing, net of expenses, will be approximately £16.2 million.

W.H. Ireland has agreed to use all reasonable endeavours to procure subscribers and purchasers for the
Placing Shares. The Placing is not being underwritten and it is conditional, inter alia, on the Existing
Ordinary Shares and the New Ordinary Shares being admitted to trading on AIM. Further details are set out
in paragraph 9(t) of Part V of this document.



Key information

In connection with the Placing, certain existing Shareholders have granted W.H. Ireland a Manager’s Option
which is exercisable, in whole or in part, once or more than once, upon notice by W.H. Ireland during the
period commencing with the date of this document and ending 30 days after Admission. Pursuant to the
Manager’'s Option, W.H. Ireland has an option to sell on behalf of certain existing Shareholders up to
1,978,947 Existing Ordinary Shares at the Placing Price, inter alia, to cover over-allotments or further
allotments, if any, in connection with the Placing and to cover short positions resulting from stabilisation
transactions. Any Existing Ordinary Shares sold by these existing Shareholders following the exercise of the
Manager’s Option will be sold on the same terms and conditions as those applicable to the New Ordinary
Shares being issued in the Placing.

In connection with the Placing, W.H. Ireland may over-allot or effect other transactions with a view to
supporting the market price of the Ordinary Shares at a higher level than that which might otherwise prevail
for a limited period after the Placing Price is announced. However, there is no obligation on W.H. Ireland to
do this. Such stabilising, if commenced, may be discontinued at any time and must be brought to an end
after a limited period. Save as required by law, W.H. Ireland does not intend to disclose the extent of any over
allotments and/or stabilisation transactions under the Placing.

Use of proceeds

The net proceeds of the Placing will be used by the Group to provide additional working capital across the
Group's activities, for the development of the Group's existing assets and the repayment of certain Group
borrowings. In particular, the funds will be applied towards completion of the programme being
implemented to deliver efficiency gains at MNV, and to advance the progress on the development projects.
The Directors currently estimate that the projected total capital expenditure for the Group during 2003 will
be approximately US$35 million applied across the Group's operations described above.

The net proceeds of the Placing may also be applied towards possible acquisitions of, or investments in,
additional gold mining or exploration assets that meet the Group's technical and economic criteria. The
Company is not currently in any negotiations with any third party regarding any material acquisition or
investment.

This key information is derived from, and should be read in conjunction with, the full text of this document,
and in particular with Part Il - Risk Factors of this document.

Investors should read the whole of this document and not rely on key or summarised information.
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Introduction

Highland Gold Mining Limited was incorporated in Jersey on 23 May 2002 for the purpose of acquiring,
consolidating and developing a portfolio of quality gold mining projects in the Russian Federation with good
growth potential. It is the holding company of a group comprising MNV, Russia’s fourth largest gold producer in
2001, and two development projects - Darasun and Novoshirokinskoye.

Annual production at MNV for 2002 is targeted at 175,000 oz of gold. Proven and probable reserves at MNV amount
to 2.3 million oz while measured, indicated and inferred reserves amount to 3.0 million oz of gold. Further details
are provided on page 22 of this document. The Darasun and Novoshirokinskoye projects are currently being
advanced by the Group and, upon final resolution of the outstanding issues relating to those projects, further
details of which are provided in Part | of this document, the Group would have a potential aggregate resource base
of 8.0 million oz, comprising 7.2 million oz of gold and approximately 0.8 million oz of gold equivalents including
silver, lead and zinc by-products.

The Group has a successful Russian executive management team which, together with the Directors, is
committed to the expansion of the Group’s production base. Based on the successful completion of the Darasun
and Novoshirokinskoye developments, the Group has the potential to add a further 160,000 oz of gold production
per year to the Group.

Brief history of the business

The foundation of the Group's business has centred on the rehabilitation of the former gold mining operations at
MNV following its closure in 1997. Following a change of ownership and under the leadership of Ilvan Koulakov,
now Managing Director of the Company, attention was focused on the restoration of workforce morale, the
recommissioning of the fixed assets, reconstruction of the mining infrastructure, and the completion of new
feasibility studies.

Production recommenced at MNV in 1999 and since that time the team has successfully modernised the plant,
reduced operating costs and increased recoveries and productivity.

In May 2002, ZAO MNV was acquired by the Company, whose initial shareholders included Jersey-based
investment interests, the board and management of the Group and Harmony. At that time, the Company placed
new shares representing some 42% of its enlarged share capital principally with new investors including gold
funds, other institutional investors, asset management clients of Fleming Family & Partners Limited and with
Harmony. Since then the Group has further developed the acquisitions of Darasun and Novoshirokinskoye and
continued to progress its commercial goals while addressing the operational and technical requirements for
Admission.

The Group is now positioned to apply the experience and skills of the management team, combined with the
Group’s international capabilities, to the continued development of MNV and the development projects and to the
exploitation of other under performing gold assets in Russia.

Group structure

The Company holds its interests in its operations through its wholly-owned direct subsidiary Stanmix,
incorporated in Cyprus. The majority of the senior management of the Group is based in Moscow where a number
of the Group's centralised functions are based.
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The Group structure may be illustrated as follows:

¢

Highland Gold Mining Limited
(holding company for the Group)

|100% 100%
Stanmix Investments Stanmix
(intermediate financing [intermediate
company) holding company]
|100% 100% | 100%
000 RDM ZAO MNV 000 Darasun
[management {owner of the MNV mining [owner of the Darasun
company) operation) development project)
| 100% 81% 100%
THM [OAOtNSt ZAO Talatui
, assets a .
[services company] Novoshirokinskoye) (assets at Talatuil

Further details of certain of the Group's key assets are set out in this Part | - The Group's business. In particular,
further details of the Darasun project can be found on page 23 of this document and further details of the
development of Novoshirokinskoye are set out on page 24 of this document.

Stanmix Investments is a wholly owned subsidiary of the Company incorporated in the Republic of Cyprus and
established for the purpose of implementing the Group's financing strategy. ZAO MNV, 000 Darasun, ZAO Talatui
and OAO NS, which are companies incorporated in Russia and subsidiaries of the Group, each own assets at the
Mnogovershinnoe, Darasun and Teremky, Talatui and Novoshirokinskoye deposits respectively; THM provides
catering services at Mnogovershinnoe. 000 RDM is a wholly owned subsidiary of the Group, incorporated in
Russia and established solely for the purposes of providing management services to the Group's operating
companies in Russia.

Further details of the structure of the Group are set out in paragraph 2 of Part V of this document.

Overview of mining environment in Russia

Natural resources in Russia have supported the development of some of the world's largest natural resources
groups producing inter alia oil, natural gas, aluminium, nickel and platinum group metals. However, despite
ranking fifth in the world's production of gold in 2001 and despite having numerous large-scale underdeveloped
and undercapitalised gold assets, there is currently no single gold producer of in excess of 1 million 0z per annum
in Russia. The Directors believe that this reflects the slow evolution of the regulatory environment governing the
gold industry in Russia in comparison with other minerals and resource sectors, and the significant political
uncertainties which persisted during Russia’s transition to a market economy.

The Directors believe that, since 1998, the Russian gold industry has undergone a period of fundamental change
which has created more favourable conditions for groups contemplating the development and operation of gold
mines in Russia. The Directors are of the view that certain of the key factors contributing to this include:

. the devaluation of the rouble in 1998 which has made the Russian mining industry more competitive
. the licensing in 1998 of Russian commercial banks to export gold

. the significant changes in the taxation environment, including the reduction of corporate tax rates from 35%
to 24% and income tax rates from 35% to 13%
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. the legislative and regulatory initiatives introduced by the Putin administration
L the abolition of the 5% export duty on gold export sales in 2002

. the increased availability of domestic and international bank finance on reasonable terms reflecting
Russia‘s lower credit risk ratings

Whilst the Directors cannot guarantee that such favourable conditions will be maintained in future, they believe
that the new mining environment in Russia creates an opportunity for a company such as Highland Gold Mining
Limited, with an established gold producing operation and two development projects, to exploit opportunities in
the Russian gold sector.

Group strategy

The abundance of natural resources and the recent positive developments in the Russian gold industry, as
described above, provide an opportunity for the Group, based on its existing assets, to pursue a strategy aimed at
establishing a portfolio of Russian gold projects fulfilling the Group's technical and economic development
criteria. In pursuing this strategy, the Group is able to apply the considerable experience accumulated by MNV's
management during the development of the MNV mine. The Directors currently envisage that, in the near term,
emphasis will be placed on the optimisation of the existing operations at MNV, the acquisition of the Darasun
licences [further details of which are provided on page 23) and the development of the Darasun project, and the
completion of the development of Novoshirokinskoye. Further mining acquisition opportunities will also be
pursued where the Directors believe such opportunities add value to shareholders and fulfil the Group's technical
and economic criteria.

The Directors believe that the Group’s strategy of investing in a portfolio of operational and development assets
in Russia, supported by access to international capital following Admission, should allow the Group to become a
diversified mid-tier gold producer. The Directors believe the existing asset base in the Group, together with its
financial, technical and operational expertise, will provide a firm foundation for the achievement of the Group's
strategic goals.

The Group's business

The principal activities of the Group are the operation of MNV, the fourth largest gold producer in Russia in 2001,
and the acquisition and development of additional gold mining projects in Russia, one of which, Darasun, is
already at an advanced stage of development. Proven and probable reserves at MNV amount to 2.3 million oz while
measured, indicated and inferred resources amount to 3.0 million oz, and the Directors believe there is scope for
further expansion of MNV's resource base through additional exploration.

The potential aggregate resource base of the Group, including the development projects where further progress
is still required to bring the assets to full account (details of which are given below], is 8.0 million oz comprising
7.2 million oz of gold and approximately 0.8 million oz of gold equivalents, including silver, lead and zinc by-
products.

Potential aggregate mineral resources
Tonnage Au Eq. Grade Au Eq. Content

(kt) (g/t) (koz)
B (Measured) 2,026 9.0 586
C1 (Indicated) 18,583 8.9 5,292
Sub-Total 20,609 8.9 5,878
C2 (Inferred) 8,125 8.3 2,170
Total 28,733 8.7 8,048

Source: SRK Report [table 1.1)

Potential aggregate ore reserves
Tonnage Au Eq. Grade Au Eq. Content

(kt) (g/t) (koz)
B (Proved) 2,130 7.1 480
C1 (Probable) 14,610 8.3 3,920
Total 16,740 8.2 4,400

Source: SRK Report [table 1.2)
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The Directors believe that the Group's experienced Russian management team is ane of its key assets which, over
the last four years, has been responsible for the recommissioning of the MNV mine, which they have converted
into one of Russia’'s major gold producers, as well as making substantial progress on the development projects.

The principal interests of the Group, and their location, are summarised below. Further details of the Group's
mining assets are provided in the SRK Report in Part Ill of this document.

Mnogovershinnoe ("MNV")

Introduction

The Company has a 100% interest in its subsidiary ZAO MNV which owns and operates the Mnogovershinnoe gold
mine which is situated in the Nikolaevsk area of the Khabarovsk Region in the far-east of the Russian Federation,
approximately 650km north of the city of Khabarovsk. ZAO MNV has a licence for the extraction of gold ore which
is valid until December 2018. Operations at MNV consist of both underground and open-pit mining of several high
grade gold deposits. In addition, MNV has its own gold processing plant.

MNV was initially brought into production by its previous owners in 1991 and operated until 1997 when the mine
was closed due to poor technical and financial performance and a lack of funds for reconstruction and
development. Following a change of ownership, gold mining and gold extraction recommenced in 1999 under the
direction of the new management team. Following capital investment in mining and metallurgical equipment, the
technical performance of the mine has significantly improved over the last four years. In 1999 MNV milled a total
of 168,255 tonnes of ore producing 48,625 oz of gold. In 2007 MNV milled a total of 630,535 tonnes of ore and
produced 153,288 oz of gold, making it Russia’s fourth largest gold producer in that year.

During the 6 months ended 30 June 2002 MNV milled a total of 388,571 tonnes of ore and produced 90,670 oz of
gold at an average recovered grade of 7.3 g/t. During this period the average recovery was approximately 92%. In
the six months to 30 June 2002 MNV reported cash operating costs of US$155/0z, down from US$190/0z for the
previous year. During the 10 months ended 31 October 2002 MNV milled a total of 659,458 tonnes of ore and
produced a total of 149,190 oz of gold at an average recovery grade of 7.1 g/t with the same average recovery of
approximately 92%. In the 10 months to 31 October 2002 MNV reported cash operating costs of US$145/0z.

The Directors and management of MNV are targeting total production at MNV in the 12 month period to 31
December 2002 of in excess of 175,000 oz.

During the period from 1999 to 30 June 2002, MNV has been consistently profitable. Further financial information
on the Group and on MNV is presented in Part IV of this document.

Reserves and Resources
SRK has examined the Russian classified reserve and resource statements for MNV and has considered them as
falling within the categories as defined by the JORC Code as sub-divided below:

MNV mineral resources

Tonnage Au Grade Au Content
(kt) (g/t) (koz)
B (Measured) 1,180 7.6 286
C' (Indicated) 7,000 9.9 2,216
Sub-Total 8,180 9.5 2,502
C: (Inferred) 1,740 10.8 536
Total 9,920 9.7 3,038
Source: SRK Report (Table 2.1)
MNV ore reserves
Tonnage Au Grade Au Content
(kt) (g/t) (koz)
B (Proved) 1,310 6.6 276
C' (Probable) 6,690 9.4 2,015
Total 8,000 8.9 2,292

Source: SRK Report (Table 2.2)

SRK consider that there is potential to increase the mineral resource and ore reserve base presented in Tables
2.1 and 2.2 above. This potential occurs both as depth extensions to the existing ore bodies and in the form of
other targets which have only undergone limited exploration to date.
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Future Operations

The operations at MNV are broadly in accordance with a 10 year business plan which was prepared by ZAO Integra
and the Russian State Institute of Production Technology in 2000 and adopted by ZAO MNV. This plan projected a
total tonnage mined target of 750,000 tonnes in 2003 and then stabilising production at 800,000 tonnes per year
from 2004 (comprising approximately 300,000 tonnes per year from the open-pit mining operation and
approximately 500,000 tonnes per year from the underground operations). SRK considers this plan to be well
within the capacity of the existing mining operations and production capabilities, as referred to in the SRK Report.
The Directors estimate that MNV is already on track to mine in excess of 780,000 tonnes in 2002.

Target annual gold production is projected to increase to an average of approximately 200,000 oz from 2004
onwards. At the planned production levels, reserves are sufficient to sustain the MNV mining operations for at
least 12 years.

The Directors currently estimate that capital expenditure at MNV during the 30 month period from 30 June 2002
to 31 December 2004, after various adjustments to the 10 year business plan referred to above, will be
approximately US$18.9 million which includes approximately US$8.1 million for underground development,
US$3.3 million for mill improvements and US$4.2 million for a diesel power station.

SRK has concluded that MNV is a modern, well equipped and well run mine with potential to increase volume by
increasing production rates at lower operating costs.

Darasun

Introduction

The Darasun project is situated in the Chita Region of Eastern Russia and consists of an existing, but currently
non-operational, gold mining complex having open-pit and underground mining development and mineral
processing facilities. It consists of three deposits, Darasun, Teremky and Talatui. The Company holds a 100%
interest in 000 Darasun which holds certain assets of the Darasun project including the current short term gold
mining licences at Darasun and Teremky which expire in February 2003, and the long term gold mining licence
for the Talatui deposit, which expires in 2012,

The Company recently acquired certain of the fixed assets required to redevelop the Darasun project, including
all underground mining equipment and the majority of surface equipment, including lifting machinery,
maintenance facilities, infrastructure and buildings. The process of registration of certain of these assets by
000 Darasun is in progress. Further details of these acquisitions can be found in paragraph 9 of Part V of this
document. The Company will continue to seek to acquire the relevant assets and further develop the project in
order to bring the mine into full production. Your attention is drawn to the risk factors set out in Part Il of this
document and, in particular, to the section headed “Property Rights”.

The Darasun project has been the site of gold mining activity for over 100 years. Shafts were first sunk in 1905 to
exploit near surface oxidised ore zones. Later, the shafts were deepened to exploit deeper un-oxidised ore zones.
Approximately 3.9 million oz of gold has been extracted from Darasun up until the cessation of mining activities
in 2000 since which time the underground infrastructure has been kept on a care and maintenance basis.

Gold Mining Licences

The Group has already secured a long term licence, valid until 2012, in respect of the Talatui deposit, although
additional work is required for the Company to be fully compliant with the requirements of that licence, further
details of which are set out in paragraph 12 of Part V of this document.

The Group is also seeking the award of new long-term mining licences for the Darasun and Teremky deposits
after the expiry of the existing licences in February 2003. This is to be achieved through a tender process which is
already underway. The Group submitted an application in August 2002. The period for application has now closed
and the Company has not received any notification that there have been any submissions other than that lodged
by the Group. While there can be no guarantee of a successful outcome, the Company believes it is the only bidder,
already owns the majority of the mining infrastructure and has undertaken advanced feasibility studies. The
Directors therefore believe that the Company is in a good position to be awarded the long term mining licences.
The Directors expect the tender process to be completed by the end of December 2002. Your attention is drawn
to the risk factors set out in Part Il of this document and, in particular, to the section headed “Property Rights”.
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Reserves and Resources

The current status of the mining licences in relation to the Darasun project is described above. Reflecting the
status of the licences, the reserves and resources shown in the tables below are included on an illustrative basis
as if the Company owned the long term licences for all three deposits. The Darasun project has been examined
by SRK and is included in the SRK Report in Part Il of this document.

SRK has examined the Russian classified reserves and resource statements for the Darasun project and has
considered them as falling within the categories defined by the JORC Code as sub-divided below:

Mineral resources of the Darasun deposits

Tonnage Au Grade Au Content
(kt) (g/t) (koz)
B (Measured) 170 13.0 71
Ci (Indicated) 6,380 9.7 1,984
Sub-Total 6,550 9.8 2,055
C: (Inferred) 2,910 1.4 1,065
Total 9,450 10.3 3,120
Source: SRK Report (Table 3.1)
Ore reserves of the Darasun deposits
Tonnage Au Grade Au Content
(kt) (g9/t) (koz)
B (Proved) _ _ _
Ci (Probable) 3,220 10.3 1,070
Total 3,220 10.3 1,070

Source: SRK Report (Table 3.2

SRK also notes that, in addition to the above, some 4.5 million 0z of gold are documented to exist in the Russian
P category. While SRK does not consider this sufficiently explored to be considered as a mineral resource under
the JORC Code it does consider this as an indication of the remaining exploration potential for the Darasun
project, mostly as depth extensions to the known ore-bodies.

Future Operations

Future operations at the Darasun project are dependent on the successful award to the Company of the long term
mining licences for the Darasun and Teremky deposits with acceptable licence conditions, and on full compliance
with the mining licence for the Talatui deposit.

However, the Company has already engaged the Russian technical institute, Irgiridmet, to conduct a feasibility
study for the redevelopment of the Darasun project. This feasibility study is expected to be completed in the early
part of 2003. Existing feasibility studies by Irgiridmet indicate that an annual production rate of approximately
375,000 tonnes of ore could be achieved from the existing infrastructure - mostly from underground sources -
with the exception of the upper portion of the Talatui deposit which would be mined by open pit methods. Detailed
metallurgical testwork has been undertaken by Irgiridmet and results to date indicate that recoveries of
approximately 89.5% should be achievable using a gravity and floatation process.

The Directors currently estimate that, subject to satisfactory completion of the feasibility studies outlined above,
capital expenditure for the redevelopment of the Darasun project will be in the order of US$35 million over a
period of 18 months from the decision being made to proceed with the project.

Novoshirokinskoye

The Company is in the process of completing the development of the Novoshirokinskoye gold and polymetallic
mining project which is located in the Chita Region of Eastern Russia. To this end, the Company has already
acquired an 81.29% interest in OAO NS which holds certain key assets which are essential to the future
development of this project. The Company understands that the remaining minority interests in the share capital
of OAO NS are held by a number of private individuals and the regional authorities and, at present, the Company
has no plans to acquire these interests.

An extensive amount of mining infrastructure already exists on this project including equipped haulages and
shafts (with winders) and a partially completed mill and processing facility. Further technical studies on the
redevelopment of Novoshirokinskoye are currently being undertaken by Irgiridmet which are expected to be
completed during the course of 2003. A previous estimate of resources undertaken by the Russian State
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Commission on Mineral Resources in 1967 indicated total resources in the Russian B, C1 and C2 categories
amounting to 9.4 million tonnes at a grade of 4.8 g/t gold, 83.9 g/t silver, 4.0% lead and 1.5% zinc. The total
contained gold in this resource estimate amounts to approximately 1.0 million oz.

This development project is currently in progress and there can be no guarantee that it will be successfully
completed, that the operation will be brought into production, or that the agreement relating to the acquisition of
the Group’s interest in OAO NS will not be open to challenges in the future. Amongst the issues to be addressed
are the renewal of the current long term mining licence on acceptable terms to the Company and the completion
of certain approvals and regulatory requirements. The Directors are not ascribing material value to this project at
this time. The Company is not aware of any material contingent liability of OAO NS which may affect the Company.
Your attention is drawn to the risk factors set out in Part Il of this document.

Resources and Reserves

The SRK Report set out in Part Ill of this document has included an assessment of Novoshirokinskoye. Having
regard to the matters set out above, the resources and reserves of Novoshirokinskoye are set out below on an
illustrative basis.

Novoshirokinskoye mineral resources

Tonnage Au Grade Ag Grade Pb Grade Zn Grade Au Eq. Grade C::t::é

(kt) (g/t) (g/t) (%) (%) (g/t)’ (koz)'

B (Measured) 680 7.5 90.0 4.7 1.5 10.5 230
C1 (Indicated) 5,200 3.5 96.9 3.9 1.9 6.5 1,092
Sub-Total 5,880 4.0 95.9 4.0 1.9 7.0 1,322
C2 (Inferred) 3,480 2.1 70.4 3.2 1.6 4.5 504
Total 9,360 3.3 86.6 3.7 1.8 6.1 1,826

'Note: Gold equivalents were calculated by Irgiridmet using 0.013g per gram of Silver and 0.3g per percentage point of both Lead and Zinc. Metal prices
used to derive these equivalents are as of 11 July 2002: Au - US$317.20/0z; Ag - US$5.07/0z; Lead - US$454/t; and Zinc - US$808/t.

Source: SRK Report (Table 4.1)

Novoshirokinskoye ore reserves

Tonnage Au Grade Ag Grade Pb Grade Zn Grade Au Eq. Grade C::t::é

(kt) (g/t) (g/t) (%) (%) (g/t)’ (koz)'

B (Proved) 820 5.6 67.5 3.52 1.14 7.9 208
Cy (Probable) 4,700 3.0 87.5 3.00 1.41 5.5 831
Total 5,520 3.4 84.6 3.08 1.37 5.8 1,039

'Note: Gold equivalents were calculated by Irgiridmet using 0.013g per gram of Silver and 0.3g per percentage point of both Lead and Zinc. Metal prices
used to derive these equivalents are as of 11 July 2002: Au - US$317.20/0z; Ag - US$5.07/0z; Lead - US$454/t; and Zinc - US$808/t.

Source: SRK Report (Table 4.2)

Future Operations

Subject to a successful completion of the development, which includes the renewal of the long term licence,
completion of certain approvals and regulatory requirements, as well as a positive outcome to the feasibility
studies, the Directors believe that the Novoshirokinskoye project could become a significant asset of the Group
which could be brought into production as a polymetallic mining operation by 2005. In the event that the Company
decides to progress the development of the Novoshirokinskoye project, it is likely that capital expenditure would
amount to approximately US$14 million prior to bringing the mine into production.

Other opportunities

The Group is currently investigating the possible acquisition of a number of other gold opportunities which include
exploration projects, development projects and existing gold producers. With its existing Russian management
team and with a strong track record of successful mine development at MNV, the Directors are of the opinion that
the Group is well placed to grow its business through further acquisitions, as well as through organic growth and
productivity and efficiency improvements at its existing operations.

Further details of the Group's assets are detailed in the SRK report in Part lll of this document.
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Regulatory and Environmental

Businesses are required to rehabilitate site operations on closure in Russia. Environmental legislation in Russia
is complex and requires businesses to, inter alia, provide measures for environmental protection and the
restoration of the environment after use, and for obtaining the relevant and appropriate regulatory approvals,
licences, permits and consents. The Group may, as a result, have to make provision for such closure and
rehabilitation costs in the future which may exceed provisions already made and which may involve additional
costs to the Group.

An overview of the mining regulatory framework in Russia can be found in paragraph 11 of Part V of this document.

Licences

In order to operate its business, the Group requires certain licences and other regulatory consents from various
Russian federal and state authorities. In the past, the Group has breached certain terms and conditions of such
licences and consents. This has not resulted in any material adverse regulatory action to date, and the Company
is making significant efforts to remedy these past breaches.

Further information can be found in paragraph 12 of Part V of this document. Your attention is also drawn to the
section headed “The Group’s Licences” set out in Part Il of this document.

Gold price

The Company has entered into gold sales contracts with a small number of Russian domestic banks. Further
details of these contracts are set out in paragraph 10 of Part V of this document. The Company sells gold to its
customers with reference to the CBR spot gold price at the time of delivery and does not engage in hedging
policies.

Financial information

The table below summarises the trading results of the Group's main trading subsidiary, ZAO MNV, for the three
and a half years ended 30 June 2002, which includes the period prior to its acquisition by the Company. The
information set out below has been extracted from the accountants’ reports on the Company and ZAO MNV set
out in Part IV of this document, which has been prepared on the basis of audited financial statements prepared
in accordance with UK GAAP, and this information should be read in conjunction with that report.

6 months ended

12 months ended 31 December 30 June

1999 2000 2001 2002

US$'000 US$'000 US$'000 US$'000

Turnover 9,986 25,498 40,108 28,264
Profit before taxation 3,056 4,922 11,794 14,676
Net cash inflow from operating activities 5,542 4,098 11,374 14,478
Net assets 2,204 6,110 13,286 23,535

The net assets of the Group as at 30 June 2002, taking account of adjustments arising on the acquisition of ZAO
MNV and 000 Darasun, were US$31.5 million.

The auditors’ opinion on those financial statements was qualified as set out in Part IV of this document. The
auditors’ opinion also refers to fundamental uncertainties relating to ownership and legal title of certain fixed
assets of ZAO MNV, although their opinion is not qualified in this respect.

Board of Directors

The Board comprises an Executive Chairman, two Executive Directors and three Non-Executive Directors, as set
out below.

The Lord Daresbury [Aged 49] - Executive Chairman - appointed director 18 June 2002

Peter Daresbury, MA, DL, was educated at Cambridge and London Business School. He joined Greenalls Group
plc in 1977, becoming a director in 1984, managing director in 1993 and chief executive in 1996. After the sale of
the pubs & restaurants arm in 1999, he was appointed non-executive chairman of the group which was renamed,
De Vere Group plc. He is also non-executive chairman of Aintree Racecourse Company Limited and was formerly
a non-executive director of First Leisure plc. He is chairman of the Company’'s nominations committee.
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Ivan Koulakov [Aged 34) - Managing Director - appointed director 18 June 2002

lvan Koulakov graduated as a mechanical engineer from the Department of Materials and Technology at Moscow
State Technical University, Bauman and as an economist from the Department of Finance and Banking at the
Financial Academy of Government of the Russian Federation. He became chairman of ZAO Oil Finance in 1995,
and then chairman of the board of directors of ZAO MNV in 1998. Since then he has led the management team in
the development of MNV and the expansion into the development projects.

Mr. Koulakov has been instrumental in the development of MNV and is now a substantial shareholder in the
Company, shares in the Company having been issued to him under the terms of an equity participation agreement
dated 15 November 2002, further details of which can be found in paragraph 9(e) of Part V of this document.

Further details relating to the terms of his employment can be found in paragraph 7 of Part V of this document.

Duncan Baxter (Aged 50] - Executive Director responsible for finance - appointed director 8 December 2002
Duncan Baxter commenced his career in banking in 1973 with Barclays International Bank in Harare, Zimbabwe
before moving to the treasury department of RAL Merchant Bank in 1978. He moved to Jersey in 1984 joining
Commercial Bank [Jersey) Limited where he was promoted to director in 1985. After its acquisition by Swiss Bank
Corporation in 1988, he was appointed managing director and was thereafter responsible for developing the
bank's operations in Jersey. In 1998, he left Swiss Bank Corporation to pursue a number of consultancy projects
for various international banks and investment management companies. He is a Fellow of the Institute of
Chartered Secretaries, Institute of Bankers, and Securities Institute, and is responsible for the Group finance
function in Jersey.

James Cross [Aged 54) - Non-Executive Director - appointed director 9 October 2002

James Cross graduated from the University of Witwatersrand in South Africa. He has been involved in banking
since 1968. His first senior position was with Nedbank in 1978. He was appointed in 1985 in London as head of
trading at Union Bank of Switzerland, and then returned to South Africa in 1987 as general manager of the South
African Reserve Bank, responsible for the marketing of all South Africa’s gold production. He was promoted to
deputy governor of the South African Reserve Bank in 1997, and senior deputy governor in 1999. He retired on
expiry of his contract to pursue various consultancy roles. He is a fellow of the Institute of Bankers in South Africa.
He is chairman of the Company's audit committee.

Ted Grobicki (Aged 53) - Non-Executive Director - appointed director 18 June 2002

Ted Grobicki graduated from Rhodes University in South Africa, followed by post graduate studies in mineral
exploration in London. After fulfilling various roles within mining and exploration companies in South Africa,
Namibia and Zimbabwe, Mr. Grobicki was appointed chief executive of Texas Gulf Inc South Africa in 1979. He has
since served at a senior executive level in a wide range of public and private companies in the mining sector, and
was appointed as non-executive director of Harmony in 1994. With Harmony's merger with Kalahari Goldridge
Mining Company Limited and West Rand Consolidated Mining Limited in 1999, he was appointed as executive
director of Harmony focusing on new business. Mr. Grobicki has 30 years’ experience in all aspects of the mining
industry, including exploration, evaluation, development, mine management and financial and corporate
management. He now oversees Harmony's overseas operations.

Christopher Palmer-Tomkinson [Aged 60) - Non-Executive Director - appointed director 17 September 2002
Christopher Palmer-Tomkinson graduated from Oxford University with a law degree and joined Cazenove in 1963,
where he served as a partner from 1972 until May 2001 and a managing director of corporate finance until May
2002. During his career with Cazenove he was involved in the firm's international business and was responsible
at various times for Cazenove's Australasian and African business which enabled him to focus on the resources
sector. He has also served on the board of Henderson Electric and General Trust plc since 1983. He is chairman
of the Company's remuneration committee.

Peter McKenna [Aged 51) - alternate to Ted Grobicki - appointed alternate director 18 June 2002

Peter McKenna graduated from University of London with a geology degree. Mr. McKenna has 29 years’
experience in the gold mining industry, based in South Africa, with Johannesburg Consolidated Investment Co.
Ltd (later JCI Ltd], Western Areas Gold Mine, West Rand Consolidated Mining Limited and Harmony in the fields
of exploration and mine geology, ore reserve evaluation, corporate finance and new business development
(including ventures in Africa, Australia, North America and Russia). Mr. McKenna is a member of the executive
committee of Harmony with responsibility for new business development.
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Senior Management and Executive Committee

Senior Management

Dmitri Korobov [Aged 31) - Deputy General Director, ZAO MNV

Dmitri Korobov graduated as a mechanical engineer from the Department of Materials and Technology at Moscow
State Technical University, Bauman. He became deputy general director of ZAO QOil Finance in 1997, and then a
director of ZAO MNV in 1998. He has been instrumental in the development of ZAO MNV together with Ivan
Koulakov since then and is responsible for the finance department of the Company in Moscow.

Gennady Nevidomi (Aged 31) - Director, ZAO MNV

Gennady Nevidomy graduated as a mechanical engineer from the Department of Materials and Technology at
Moscow State Technical University, Bauman. He was head of the analytical department of ZAO Oil Finance from
1997 until 2000 when he was appointed as a director of ZAO MNV and head of the Moscow office. He is also
responsible for planning and production at the Company’'s mining operations.

Yuri Filtsev [Aged 57) - Technical Director, ZAO MNV

Yuri Filtsev was educated at Tomsk Politechnical Institute graduating in 1969. He has since held senior positions
with @ number of mining and chemical production companies, including Dukat Silver. He was appointed as
technical director at ZAO MNV in 2001.

Alexander Mikhaluk [Aged 54) - Chief Geologist, ZAO MNV

Alexander Mikhaluk was educated at Ordzhonikidze Mining and Metallurgical Institute, specializing in geology and
exploration of precious metals deposits. He has worked for a number of mining companies including as deputy
chief geologist of OAQ NAZ between 1994 and 1998 and as chief geologist at ZAO MNV since 1998.

Yuri Borsh [Aged 49) - General Director, ZAO MNV

Yuri Borsh graduated from the mining department of the Frunzensky Politechnical Institute in 1977, after which
he spent 9 years as underground mine chief engineer at Darasun followed by 12 years as deputy director of
production at the Deputatsky mine. He was appointed general director of the MNV mine in 2001.

Mikhail Cheine (Aged 47] - Chief of Finance, ZAO MNV

Mikhail Cheine graduated in economics and finance from St. Petersburg Academy of State Administration and
Management in 1997 and was awarded a post graduate diploma in business administration from the University of
Surrey in 1998. Prior to this he coordinated the research team and helped to establish Komi Arctic Oil, a joint
venture between Gulf of Canada and Komineft of Russia. In 1996, he was appointed managing director of Quest
Petroleum Exploration, then in 1999 General Director of 000 JV Amkomi, a Russian subsidiary of Aminex PLC,
and then Finance Director of Trubocomplekt Corporation (UK] in 2000 before joining ZAO MNV as Chief of Finance
in February 2002. He is an associate of the Russian Institute of Professional Accountants.

Executive Committee

In addition to the Board, the Company has appointed an Executive Committee of senior managers responsible for
the day to day management of the Group's operations. The Executive Committee currently comprises Lord
Daresbury, Mr. Koulakov, Mr. Korobov, Mr. Nevidomi, Mr. Grobicki and Mr. McKenna.

Employees

The Group has approximately 2,100 employees. Of these, a total of 1,976 are employed in the Group’s mining and
administrative activities at MNV, Darasun and Novoshirokinskoye with a further 91 in the Group's offices in
Khabarovsk, Nikolaevsk and Komsomolsk where certain administration, logistics and security functions are
carried out. In addition, the Group employs a total of 45 people in Moscow. Approximately 700 of the Group's
employees are members of a trade union.

Harmony

Harmony is the fifth largest gold producer in the world and had a market capitalisation of US$e billion as at
e December 2002. Harmony has completed 23 acquisitions in the past 6 years, growing its annual gold production
from approximately 560,000 oz to a projected 3.1 million oz in the period ending 30 June 2003. Over the same
period, Harmony has increased the quality and quantity of its gold reserve base to an estimated 49 million oz at
30 June 2002.
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While the majority of its operations are in South Africa, Harmony has, through a number of acquisitions since
2000, established a production base in Australia amounting to in excess of 500,000 oz of gold annually. Harmony
expects to further expand its operations, both within South Africa and internationally, through organic growth,
exploration and acquisitions. Harmony currently undertakes gold exploration in South Africa, Australia and Peru.

Harmony believes that Russia offers considerable mineral opportunities with high quality multi-million oz gold
deposits and that attractive gold investment opportunities exist for a company having financial strength and
strong operational expertise in both underground and open-pit mining operations.

Harmony believes that MNV, Darasun and Novoshirokinskoye are assets of high quality, and that the Group has
the potential to grow into a significant low-cost gold producer. The acquisition of its shareholding in the Company
represented Harmony's first direct investment in the Russian gold mining industry.

Mr. Grobicki, a Non-Executive Director of the Company, is an executive director of Harmony. Harmony has
received South African Reserve Bank approval for its investment in the Company.

Harmony held an interest in 32.5% of the issued share capital of the Company immediately prior to the Placing
and has indicated to the Board that it intends to apply for 2,511,947 New Ordinary Shares in the Placing, which
would result in its shareholding at the date of Admission representing 31.7 per cent. of the enlarged issued share
capital of the Company.

Corporate governance

The Company intends, where practicable for a company of its size and nature, to comply with the main provisions
of the Principles Of Good Governance And Code of Best Practice ("the Combined Code") which applies to listed
companies. The Company has appointed three Non-Executive Directors to bring an independent view to the
Board, and to provide a balance to the executive directors.

An Audit Committee consisting of the Non-Executive Directors has been established to operate with effect from
Admission. The Audit Committee is chaired by Mr. Cross. It will meet at least twice a year and will be responsible
for ensuring that the appropriate financial reporting procedures are properly maintained and reported on and for
meeting the auditors and reviewing their reports relating to the accounts and internal control systems.

In addition, a Remuneration Committee consisting of the Non-Executive Directors has been established prior to
Admission. The Remuneration Committee is chaired by Mr. Palmer-Tomkinson and will meet at least twice a year
and will be responsible for reviewing the performance of the Executive Directors and other senior executives and
for determining appropriate levels of remuneration.

Furthermore, a Nominations Committee consisting of Lord Daresbury and the Non-Executive Directors has been
established to decide upon the appointment of senior management and directors to Group companies. The
Nominations Committee is chaired by Lord Daresbury.

The Company has adopted and will operate a share dealing code for Directors and relevant employees on the
same terms as were previously set out in the London Stock Exchange Model Code for companies whose shares
have been admitted to AIM.

The Board has also considered the guidance published by the Institute of Chartered Accountants in England and
Wales [commonly known as the Turnbull Report] concerning the internal control requirements of the Combined
Code. In line with the Turnbull Report, the Board intends regularly to review key business risks in addition to the
financial risks facing the Group in the operation of its business.

Jersey tax

The Company is a Jersey incorporated company with exempt company status. It is the intention of the Directors
to ensure that the Company continues to meet the conditions for exempt company status and to conduct its affairs
in such a manner that it is not regarded as tax resident in any jurisdiction. However, the tax position of the
Company will be reviewed from time to time and it is possible that the Company could in the future become
resident for the purposes of taxation in Jersey or another jurisdiction.

Current trading and prospects

For the six months to 30 June 2002, which includes the period prior to its acquisition by the Company, the Group's
main trading subsidiary, ZAO MNV, reported revenue of US$28.3 million and profit before tax of US$14.7 million.
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For the ten months to 31 October 2002 the Group milled a total of 659,458 tonnes of ore and produced 149,190 oz
of gold with an average recovery grade of 7.1 g/t.

For the remainder of the current financial year the Directors expect that MNV will continue to achieve satisfactory
results from its existing operations. The Directors currently believe, subject to the satisfactory completion of
feasibility studies and the successful resolution of the project's long term mining licences, that the pre-
production development of Darasun can be completed within the next 18 months. The Directors also expect the
Group to be able to complete further aspects of the development of Novoshirokinskoye in due course although
this outcome is not certain.

Based on performance to date in the second half of the current financial year, the Directors expect to report
continued progress in the Group's operations and financial results. Based on information currently available to
the Group, the Directors are optimistic about the Group's prospects.

Dividend policy

The Directors intend to pursue a progressive dividend policy whilst taking a prudent view of the Group's cash flows
and capital requirements and maintaining an appropriate level of dividend cover.

On the basis of information currently known to the Company, the Directors currently intend to pay a final dividend
in respect of the year ending 31 December 2002 in April 2003. The Directors currently intend that interim and final
dividends will be paid in the September and April of each year respectively thereafter.

As a company incorporated in Jersey, the Company can only pay dividends if distributable profits are available for
the purpose. As a holding company, the Company will be dependent upon dividends and interest distributed to it
by its subsidiaries. As the Company is incorporated in Jersey with exempt company status, under current
legislation dividends paid by the Company to UK resident shareholders will not be subject to any Jersey
withholding tax.

Reasons for Admission

The Directors believe that with the re-emergence of the Russian gold sector as a viable and growing industry
there is significant potential for developing gold projects in Russia. The Directors consider that it is important for
the Company to have access to capital to finance the further development of its assets and future acquisitions,
and an international investor base which understands the mining industry. Accordingly, the Company is seeking
to have its Existing Ordinary Shares and the New Ordinary Shares admitted to AIM.

Details of the Placing

Assuming the Manager’s Option is not exercised, the Placing amounts to a total of 11,578,448 Ordinary Shares,
including the issue of 10,525,821 New Ordinary Shares and sales by certain existing Shareholders of 1,052,627
Existing Ordinary Shares. These Existing Ordinary Shares represent 9.1% of the total number of Ordinary Shares
included in the Placing.

The New Ordinary Shares will, on Admission, rank pari passu in all respects with the Existing Ordinary Shares
and will rank in full for all dividends and other distributions declared, made or paid on the Ordinary Shares after
the date of this document.

The total value of the Ordinary Shares comprised in the Placing [assuming the Manager's Option is not exercised)
is £22.0 million, of which £20.0 million represents New Ordinary Shares issued by the Company. The New Ordinary
Shares represent 9.5% of the enlarged issued share capital of the Company following the Placing. The proceeds
of the Placing to the Company, net of expenses, will be approximately £16.2 million.

W.H. Ireland has agreed to use all reasonable endeavours to procure subscribers and purchasers for the Placing
Shares. The Placing is not being underwritten and it is conditional, inter alia, on the Existing Ordinary Shares and
the New Ordinary Shares being admitted to trading on AIM. Further details are set out in paragraph 9(t) of Part V
of this document.

Over-allocation and stabilisation

In connection with the Placing, certain existing Shareholders have granted W.H. Ireland the Manager's Option
which is exercisable, in whole or in part, once or more than once, upon notice by W.H. Ireland during the period
commencing with the date of this document and ending 30 days after Admission. Pursuant to the Manager's
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Option, W.H. Ireland has an option to sell on behalf of certain existing Shareholders up to 1,578,947 Existing
Ordinary Shares at the Placing Price, inter alia, to cover over-allotments or further allotments, if any, in
connection with the Placing and to cover short positions resulting from stabilisation transactions.

Any Existing Ordinary Shares sold by the existing Shareholders following the exercise of the Manager's Option will
be sold on the same terms and conditions as those applicable to the New Ordinary Shares being issued in the
Placing.

In connection with the Placing, W.H. Ireland may over-allocate or effect other transactions with a view to
supporting the market price of the Ordinary Shares at a higher level than that which might otherwise prevail for
a limited period after the Placing Price is announced. However, there is no obligation on W.H. Ireland to do this.
Such stabilising, if commenced, may be discontinued at any time and must be brought to an end after a limited
period. Save as required by law, W.H. Ireland does not intend to disclose the extent of any over-allotments and/or
stabilisation transactions under the Placing.

Allocation and pricing

The rights attached to the New Ordinary Shares and the Existing Ordinary Shares will be uniform in all respects
and all of the Ordinary Shares will form a single class for all purposes. The proportions in which Ordinary Shares
to be issued or sold under the Placing comprise Existing Ordinary Shares and New Ordinary Shares has been
determined at the discretion of W.H. Ireland. Existing Ordinary Shares will be transferred by the selling
Shareholders (and, to the extent the Manager's Option is exercised, the grantors thereof] and New Ordinary
Shares will be issued by the Company pursuant to the Placing free of all encumbrances and will grant the new
owner full title.

Use of proceeds

The Company will receive the net proceeds of the issue of the New Ordinary Shares. The net proceeds are
expected to be approximately £16.2 million after the deduction of commissions and other fees and expenses of
approximately £3.8 million payable by the Company in connection with the Placing.

The net proceeds of the Placing will be used by the Group to provide additional working capital across the Group's
activities, for the development of the Group's existing assets and the repayment of certain Group borrowings. In
particular, the funds will be applied towards completion of the programme being implemented to deliver
efficiency gains at MNV, and to advance the progress on the development projects. The Directors currently
estimate that the projected total capital expenditure for the Group during 2003 will be approximately US$35
million applied across the Group's operations described above.

The net proceeds of the Placing may also be applied towards possible acquisitions of, or investments in, additional
gold mining or exploration assets that meet the Group's technical and economic criteria. The Company is not
currently in any negotiations with any third party regarding any material acquisition or investment.

Lock-in arrangements and Directors’ share sales

Except where outlined in this document, none of the Directors or their related parties are applying for New
Ordinary Shares or are selling any of the Existing Ordinary Shares currently held by them in the Placing. Assuming
the Manager’s Option is not exercised, the Directors’ aggregate interests in the issued ordinary share capital of
the Company following Admission will amount to 25,120,962 Ordinary Shares (representing 22.7% of the enlarged
issued share capital of the Company).

The Directors (other than Mr. Koulakov] have entered into arrangements in respect of their shareholdings
whereby they have each agreed (subject to certain exceptions) not to dispose of (and to use their respective
reasonable endeavours to procure that no person connected to each such person will dispose of] any interest in
the Ordinary Shares for a period of six months following Admission, and that for a further period thereafter of six
months they will not dispose of any Ordinary Shares other than through W.H. Ireland or the Company’s broker
from time to time.

Mr. Koulakov has entered into an agreement in respect of his shareholding whereby he has agreed (subject to
certain exceptions) not to dispose of (and to use his reasonable endeavours to procure that no person connected
to him will dispose of] any interest in Ordinary Shares in the period to 31 December 2004 or the second
anniversary of Admission (whichever is later] and for a further period of six months thereafter they will not
dispose of any Ordinary Shares other than through W.H. Ireland or the Company’s broker from time to time.
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All the major Shareholders in the Company (defined for the purposes of this paragraph as those holding in excess
of 3% of the Company prior to Admission as set out in paragraph 3(d) of Part V of this document] have entered
into arrangements in respect of their shareholdings whereby, following the Placing, they have each agreed that
for a period of six months from Admission they will not dispose of any interest in the Ordinary Shares for a period
of six months following Admission, and that for a further period thereafter of six months they will not dispose of
any Ordinary Shares other than through W.H. Ireland or the Company's broker from time to time. Certain of those
major Shareholders, who are members of the concert party described in Part | - The City Code on Takeovers and
Mergers, may however dispose of Ordinary Shares, subject to the requirements of the Takeover Panel, to other
members of that concert party provided the transferee has entered into the same arrangements as those
described above.

Certain of the other Shareholders in the Company (whose names are set out in the final paragraph of
paragraph 9[y] of Part V of this document), whose aggregate shareholdings in the Company will amount to
approximately 5.9 per cent. of the issued share capital of the Company (assuming the Manager’s Option is not
exercised] following Admission, have entered into arrangements in respect of their shareholdings whereby,
following the Placing, they have each agreed that they will not dispose of any interest in Ordinary Shares for a
period of six months from Admission without obtaining W. H. Ireland’s prior consent, which is not to be withheld
in the case of an orderly disposal, and that for a further period thereafter of six months they will not dispose of
any Ordinary Shares other than through W. H. Ireland or the Company's broker from time to time. Of these
Shareholders, The Wyfold Foundation, FF&P Asset Management Limited and Philip Fleming may, however,
dispose of Ordinary Shares, subject to the requirements of the Takeover Panel, to other members of the concert
party described in Part 1 - The City Code on Takeovers and Mergers provided the transferee has entered into the
same arrangements as those described above.

Duncan Baxter is applying for 10,000 Ordinary Shares in the Placing. Christopher Palmer-Tomkinson is applying
for 52,632 Ordinary Shares in the Placing. Lord Daresbury is intending to dispose of 200,000 Existing Ordinary
Shares in the Placing. Ivan Koulakov is intending to dispose of 382,500 Existing Ordinary Shares in the Placing and
the Manager’s Option to the extent it is exercised.

CREST

The Directors intend to apply for the Existing Ordinary Shares and the New Ordinary Shares to be admitted to
CREST with effect from Admission. Accordingly, settlement of transactions in the Existing Ordinary Shares and
the New Ordinary Shares following Admission may take place within the CREST system if the relevant
shareholders so wish.

CREST is a voluntary system and holders of Existing Ordinary Shares and New Ordinary Shares who wish to
receive and retain share certificates will be able to do so.

The City Code on Takeovers and Mergers

The Panel on Takeovers and Mergers (“Takeover Panel’) is the regulatory body which publishes and administers
the City Code, which applies to all public companies resident in the UK, the Channel Islands or the Isle of Man.
Under Rule 9 of the City Code, any person who acquires shares which (taken together with shares held or acquired
by persons acting in concert with him) carry 30% or more of the voting rights of a company is, except with the
consent of the Takeover Panel, required to make a general offer in cash to all shareholders of that company for
the remaining issued shares not then owned by him (or persons deemed under the City Code to be acting in
concert with him) at not less than the highest price paid by him for ordinary shares within the previous 12 months
("the mandatory bid obligation”).

Harmony is the current holder of 32.5% of the existing ordinary share capital of the Company. Harmony has
indicated to the Board that it intends to apply for 2,511,947 Placing Shares which would result in its shareholding
at the date of Admission representing 31.7 per cent. of the enlarged issued share capital of the Company.

Interests relating to Fleming Family & Partners Limited ("FF&P") amounting to 36.13% of the existing Ordinary
Shares form a concert party for the purposes of the City Code (including the holdings of Lord Daresbury, James
Cross, Christopher Palmer-Tomkinson, The Regent Trust Company Limited, Hightops Gold Limited, London &
Lochside Investments Limited, all the shareholders whose names appear in the first table in paragraph 18(l) of Part
V of this document and other employees of FF&P who applied for Ordinary Shares in the placing effected by the
Company on 31 May 2002 and whose names are not required to be disclosed on account of the small size of their
holdings). The Board has been advised that it is the intention of the interests relating to FF&P to apply for such
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number of Placing Shares as would, subject to the allocation policy, result in maintaining or reducing their
aggregate shareholdings in the enlarged share capital of the Company following the Placing.

If at any time either of Harmony, or the group of interests relating to FF&P (for so long as they remain in concert],
wishes to increase its percentage holding in the Company, that party may be required to make a mandatory offer
for the outstanding Ordinary Shares in the Company not already owned by that party under Rule 9 of the City Code.

Selling Restrictions

The distribution of this document and the Placing of Ordinary Shares in certain jurisdictions may be restricted by
law and therefore persons into whose possession this document comes should inform themselves about and
observe any such restrictions, including those in the paragraphs that follow. Any failure to comply with these
restrictions may constitute a violation of the securities law of any such jurisdiction.

France

Each of W.H. Ireland and the Company and each of the selling Shareholders has represented, warranted and
agreed that, (i) except as provided for in this document, it has not offered or sold and will not offer or sell, directly
or indirectly, any Ordinary Shares to the public in the Republic of France and (i) offers and sales of Ordinary
Shares under the Placing are being made in the Republic of France only to qualified investors and/or to a limited
number of investors as defined and in accordance with Articles L.411-1 and L.411-2 of the French Code monétaire
et financier and Decree No. 98-880 dated 1 October 1998 relating to offers to qualified investors (investisseurs
qualifiés).

In addition, each of W.H. Ireland and the Company and each of the selling Shareholders has represented,
warranted and agreed that it has not distributed or caused to be distributed and will not distribute or cause to be
distributed in the Republic of France, the admission document or any other offering material relating to the
Ordinary Shares other than to investors to whom offers and sales of Ordinary Shares in the Republic of France
may be made as described above.

Switzerland
The Ordinary Shares of the Company are being placed in Switzerland on the basis of a private placement. This
document does not, therefore, constitute a prospectus under the meaning of Art. 652a of the Swiss Federal Code
of Obligations.

Germany

The Ordinary Shares have not been and will not be publicly offered in the Federal Republic of Germany and,
accordingly, no securities sales prospectus (Verkaufsprospekt) for a public offering of the Shares in the Federal
Republic of Germany in accordance with the Securities Sales Prospectus Act of 13 December 1990, as amended
(Wertpapier-Verkaufsprospektgesetz), has been or will be published or circulated in the Federal Republic of
Germany. Each of W.H. Ireland, the Company and each of the selling Shareholders has represented and agreed
that it has only offered and sold and will only offer and sell the Ordinary Shares in the Federal Republic of
Germany in accordance with the provisions of the Securities Sales Prospectus Act (Wertpapier-
Verkaufsprospektgesetz) and any other laws applicable in the Federal Republic of Germany governing the issue,
sale and offering of securities. Any resale of the Ordinary Shares in the Federal Republic of Germany may only be
made in accordance with the provisions of the Securities Sales Prospectus Act and any other laws applicable in
the Federal Republic of Germany governing the sate and offering of securities.

Russia

The Ordinary Shares have not been registered with the Federal Commission for the Securities Market of the
Russian Federation and accordingly may not be placed, traded or advertised in the securities market of the
Russian Federation.

Each of W.H. Ireland, the Company and each of the selling Shareholders has agreed that the Ordinary Shares will
not be offered, transferred or sold as part of their initial distribution or at any time thereafter to or for the benefit
of any persons (including legal entities) resident, incorporated, established or having their usual residence in the
Russian Federation or to any person located within the territory of the Russian Federation unless to the extent
permitted under Russian law.
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Forward looking statements

Certain statements within this document, including in the parts of the document under the headings "Key
Information” and “Information on the Group”, constitute forward looking statements. Such forward looking
statements involve risks and other factors which may cause the actual results, achievements or performance of
the Group to be materially different from any future results, achievements or performance expressed or implied
by such forward looking statements. Such risks and other factors include, but are not limited to, general
economic and business conditions, changes in government requlation, currency fluctuations [(including the
US$/RUR rate), the Group's ability to recover its reserves or develop new reserves, competition, changes in
development plans and other risks described in Part Il - Risk Factors of this document. There can be no
assurance that the results and events contemplated by the forward looking statements contained in this
document will, in fact, occur. These forward looking statements are correct or represent honestly held views only
as at the date of this document. The Company will not undertake any obligation to release publicly any revisions
to these forward looking statements to reflect events, circumstances or unanticipated events occurring after the
date of this document except as required by law or by any regulatory authority.
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Part Il Risk factors

In addition to the other information set out in this document, the following specific risk factors should be
considered carefully in evaluating whether to make an investment in the Company. If any of the following risks
actually occur, the Group's business, financial condition, results or future operations could be materially
adversely affected. In such a case, the price of its shares could decline and investors may lose part or all of
their investment.

The investment offered in this document may not be suitable for all of its recipients. If you are in any doubt
about the action you should take, you should consult a person authorised under the UK Financial Services and
Markets Act 2000 and/or the Financial Services (Jersey) Law 1998, as amended, who specialises in advising
on the acquisition of shares and other securities.

Those risk factors which should be taken into account in assessing the Group's activities and the suitability of
the investment offered in this document are not necessarily limited to the matters set out below.

General mining and processing risk

There are risks inherent in the development and exploitation of mineral deposits. The business of mining, by its
nature, involves risks and hazards often outside the Group's control including geological, geotechnical and
seismic factors, industrial and mechanical accidents, unscheduled plant shutdowns or other processing
problems, technical failures, labour disputes and environmental hazards. The exploration, development and
production of natural resources is an activity that involves financial risk.

As is common with all mining operations, there is uncertainty and therefore risk associated with the Group's
operating parameters and costs. These can be difficult to predict and are often affected by factors outside the
Group's control.

Further information on the specific risks associated with the Group’s mining operations are set out in section 5
of the SRK Report in Part lll of this document.

General mineral exploration risks

General exploration in the mining industry contains an element of risk and there can be no guarantee that the
estimates of quantities and grades of minerals disclosed will be available to extract. With all mining operations
there is uncertainty, and therefore risk, associated with operating parameters and costs resulting from the
scaling up of extraction methods tested in pilot conditions. Mineral exploration is speculative in nature and there
can be no assurance that any mineralisation discovered will result in an increase in a group’s proven and probable
reserves.

If reserves are developed, it can take a number of years from the initial phases of drilling and identification of
mineralisation until production is possible, during which time the economic feasibility of production may change.
Substantial expenditures may be required to establish ore reserves through drilling, to determine metallurgical
processes to extract metals from ore and, in the cases of new properties, to construct mining and processing
facilities. As a result of these uncertainties, there can be no assurance that exploration programmes will result
in any new commercial mining activities being brought into operation.

Reserve and resource estimates

The Company has derived the ore reserves and resources presented in this document from the calculations and
estimates prepared by the management and reported in the Competent Person’s Report set out in Part lIl of this
document. Reserves figures are estimates and there can be no assurance that they will be recovered or that they
can be brought to profitable production. Reserve and resource estimates may require revision based on actual
production experience. Further, a decline in metal prices may render lower grade material uneconomic to recover
and may in certain circumstances ultimately lead to a restatement of reserves.

Gold price volatility and exchange rate risks

The market price of gold is volatile at times and is affected by numerous factors which are beyond the Group's
control. These include global and regional economic and political events, international economic trends, as well
as a range of other market forces. Additionally, the purchase and sales of gold by central banks or other large
holders or dealers may also have an impact on the market price. Sustained downward movements in gold market
prices could render less economic, or uneconomic, any of the gold extraction and/or exploration activities to be
undertaken by the Group.
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The Group's income is subject to exchange rate fluctuations and may become subject to exchange control or
similar restrictions.

Gold is sold throughout the world principally in US dollars but the Group's operating costs are incurred principally
in Russian roubles. The rouble has suffered significant depreciation relative to the US dollar in recent years,
particularly following the financial crisis of August 1998. The ability of the Russian Government and the Central
Bank to reduce the volatility of the rouble will depend on many political and economic factors, including their
ability to control inflation and the availability of foreign currency. Any significant and sustained appreciation of the
Russian rouble against the US dollar could serve to materially reduce the Group's revenues and profitability.

Operational considerations

The Group's operational targets, including expansion plans, are subject to the completion of planned operational
goals on time and according to budget, and are dependent on the effective support of the Group's personnel,
systems, procedures and controls. Any failure of these may result in delays in the achievement of operational
targets and expansion plans with a consequent adverse effect on the Group's financial performance and outlook.

The locations of all of the Group's current gold operations dictate that climatic conditions have an impact on
operations, and in particular, severe weather could disrupt the delivery of supplies, equipment and fuel. It is
therefore possible that gold production levels might fluctuate and income be deferred. In addition, ore is currently
extracted from a large number of sources, many of which are interdependent. Scheduling of activities is
accordingly complex and there is a risk that ore supply might be adversely affected as a result.

Unscheduled plant shut-downs at the Group's operations due to mechanical or other failures or industrial
relations related issues or problems or issues with the supply of goods or services could have a serious impact
on the financial performance of those operations.

Further information on the specific risks associated with the Group’s mining operations are set out in section 5
of the SRK Report in Part Il of this document.

Project development risks

The Company plans to continue to develop its operations and new projects. At Darasun the Company is in the
process of the renewal of its long term mining licences and the registration of certain of its fixed assets. At
Novoshirokinskoye, successful development of the project requires, inter alia, the renewal of the long term mining
licence on acceptable terms to the Company and the completion of certain approvals and regulatory
requirements. There can be no assurance that these projects will be fully developed in accordance with the
Group's current plans or completed on time or to budget, nor that the agreement relating to the acquisition of the
Group’s interest in OAO NS will not be successfully challenged.

The Group's development projects have no recent operating history upon which to base estimates of future cash
operating costs. Estimates of resources and cash operating costs are to a large extent based upon the
interpretation of geological data obtained from drill holes, large scale underground development and, in the case
of Darasun, a 70 year history of mine production. The feasibility studies derive estimates of cash operating costs
based upon anticipated tonnage and grades of ore to be mined and processed, the configuration of the orebody,
expected recovery rates, comparable facility and equipment operating costs, anticipated climatic conditions and
other factors. As a result, it is possible that actual cash operating costs and economic returns may differ from
those currently estimated.

Additionally, the resources underlying these projects require further evaluation and capital expenditure in order to
bring them into production, as referred to in Part | of this document. Future work on the development of these
projects (and any additional projects pursued by the Group in due course) and the levels of production and financial
returns arising therefrom may be delayed or adversely affected by factors outside the control of the Group.

Future developments

The Group's strategy depends to a certain extent on its ability to make additional acquisitions of gold mining rights
or assets. The Group cannot guarantee that it will be able to identify appropriate properties or negotiate
acquisitions on favourable terms or that it will be able to obtain the financing necessary to complete such future
acquisitions. If the Group is unable to acquire additional mineral rights on properties, it cannot be certain that it
will be able to expand or replace its current production with new reserves in an amount sufficient to sustain the
life of its mining operations beyond the current life of its reserves.
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Russia’s physical infrastructure

Russia’s physical infrastructure largely dates back to Soviet times and has not been adequately funded and
maintained over the past decades. Particularly affected are the rail and road networks; power generation and
transmission; communications systems; and building stock. Road conditions throughout Russia are poor, with
many roads not meeting minimum quality requirements. The federal government is actively considering plans to
reorganise the nation’s rail, electricity and telephone systems. Any such reorganisation may result in increased
charges and tariffs. The deterioration of infrastructure harms the national economy, disrupts the transportation
of goods and supplies, adds cost to doing business in Russia and can interrupt business operations and this could
have a material adverse effect on the Company.

Power supply

The Group's operations at MNV are dependent on the regional power supply, repairs to which are often required
due to local weather conditions, and the control over which is external to the Group. The regional authority have
notified the Company of its intention to carry out substantial improvements to the power lines in August 2003
resulting in the possible restriction of power to MNV at that time. In mitigation of this risk, the Company has an
existing emergency power supply which enables the mine to operate at reduced capacity. Furthermore, the
Company is in the process of constructing its own power supply after which the MNV operation will be self-
sufficient in this respect. The Directors currently anticipate that this will be completed by August 2003. In the
interim, the Directors cannot guarantee that power shortages to the mine will not occur, although to date ZAO
MNV has not experienced any restrictions to the power supply that have materially affected its operations. Similar
risks to power supply may exist at the Darasun and Novoshirokinskoye mines.

The Group's licences

The Group's exploration, mining and processing activities are dependent upon the granting of appropriate
licences, concessions, leases, permits and regulatory consents which may be granted for a defined time period.
These may be subject to limitations and may provide for withdrawal in certain circumstances. There can be no
assurance that when granted they will be renewed or if so, on what terms.

The gold licence held by ZAO MNV is valid until 31 December 2018 and supports the current level of gold
production in the Group. This licence is a production licence entitling ZAO MNV to extract gold, silver and
accompanying metals from the MNV deposit field. The gold licence imposes certain requirements on ZAO MNV
with respect to production targets and quantities of ore to be refined. Other requirements include an obligation
over time to take steps to create an economically feasible gold refinery in the Khabarovsk Region and further
conditions exist with respect to environmental matters, the safety of operational sites and of local residents and
the insurance arrangements for employees.

ZAO MNV has not fully complied with certain licence obligations. These areas of non-compliance are not regarded
by the Directors as those which limit the future operations of the Company. In some cases there could be adverse
consequences of any non-compliance ranging from penalties to, in extreme cases, withdrawal, suspension or
restriction of the licence or related contracts. The Company is in the process of addressing, where possible, the
historic breaches and ensuring that any breaches in the future will be minimal. There have been no material
adverse consequences for the Group to date in respect of the past breaches but there can be no assurance that
this will remain the case in the future.

ZAO MNV does not currently hold all the required licences for its activities including licences to mine limestone,
a licence to carry out motor trucking for customers and a licence for the use of chemically hazardous production
facilities. The failure to obtain such licences could render ZAO MNV subject to administrative penalties or
theoretically result in the liquidation of ZAO MNV or the withdrawal, suspension or restriction of the gold licence.
The absence of these licences to date has not materially affected the operations of the Company. The Directors
are in the process of obtaining all of the required licences and, whilst the current absence of such licences has
not, to date, created any material adverse consequences for the Group, the Directors cannot guarantee that this
will remain the case in future.

The Group's licences to operate the mine at the Darasun and Teremky deposits currently expire in February 2003.
New licences to operate the Darasun and Teremky deposits until 2022 are expected to be granted following the
completion of a tender process in which the time limit for participation has now expired. While the Directors
believe the Group is the only bidder for the new licences and the Directors are confident that the licences should
be awarded to the Group, the Directors cannot guarantee such an outcome to the tender process at this time.
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Furthermore, although the Group currently holds the long term licence for mining operations at Talatui, further
work is required by the Company for it to be fully compliant with the terms of the licence.

The Directors intend to make an application for the renewal of the long term licence for the Novoshirokinskoye
mine during the course of completion of the development of Novoshirokinskoye.

Withdrawal of licences or failure to secure requisite licences at any of the Group's operations may have a material
adverse impact on the business, operations and financial performance of the Group.

Property rights

Russian law is uncertain and the risks associated with the legal system include (i) the untested nature of the
independence of the judiciary, (i) the inconsistencies among laws, Presidential decrees and Government and
ministerial orders and resolutions, [iii) the lack of judicial or administrative guidance on interpreting the laws, (iv)
a high degree of discretion on the part of the governmental authorities, [v) conflicting local, regional and federal
laws and regulations, (vi] the relative inexperience of judges and courts in interpreting new legal norms; and (vii)
the unpredictability of enforcement of foreign judgements and arbitral awards.

In particular, during Russia’s transformation from a centrally planned economy to a market economy, legislation
has been enacted to protect private property against expropriation and nationalisation. However, it is possible that
due to the lack of experience in enforcing these provisions and due to potential political changes, these
protections would not be enforced in the event of an attempted expropriation or nationalisation. Expropriation or
nationalisation of the Company’'s assets, potentially without adequate compensation, would have a material
adverse effect on the Company.

MNV does not have registered title to certain of its immovable assets and there can be no assurance that such
title will be conclusively established and registered in the future. In addition, MNV and Darasun have not become
the registered owners or leaseholders in respect of some of the property that was purchased or leased by them.
There is a risk that the Group'’s title to such property may not be established and may be challenged. Although
this risk decreases after the registration of property rights, there can be no assurances that such challenges will
not occur in the future. Such challenges, if successful, may materially affect the ability of the Company to carry
on its operations.

MNV leases some of the property (e.g. gold factory, mining refinery and mining constructions) from the regional
administration. The latter identified some immaterial breaches of the lease terms by MNV that may entitle the
administration to take court action to terminate the lease. The regional administration has not taken any such
action to date, although there can be no assurance that such action will not be taken in the future. Should the
lease be terminated MNV will cease to have the right to operate such property. In addition, it is possible that these
assets might be privatised in the future and that ZAO MNV might not be successful in winning any open tender
and hence another party might become the lessor of the assets. Such an outcome might affect ZAO MNV's ability
to continue to operate these assets in the future and hence its ability to continue to operate as a going concern.

Environmental issues

The Group's operations are subject to environmental regulation (including regular environmental impact
assessments and permitting) in the jurisdiction in which it operates. Russian environmental legislation consists
of numerous federal and regional regulations which quite often conflict with each other and cannot be
consistently interpreted. As a result, full environmental compliance may not always be ensured. ZAO MNV
operates a significant number of production facilities which generate or release hazardous or toxic substances,
chemicals, pollutants or other waste capable of causing damage to human and animal life or to the environment.
ZAO MNV has obligations relating to the storage of explosives and has obligations to insure risks of harm or
damage that may be caused by its production facilities.

ZAO MNV's operations have not at all times been in accordance with the underlying environmental requirements
in respect of the above matters, creating a risk that ZAO MNV's operations might be restricted, suspended or
terminated by an authorised state agency. The Directors are taking steps to ensure that any non-compliance with
environmental requirements will be addressed or otherwise kept to a minimum. ZAO MNV has not experienced
any adverse consequences from these breaches to date but there can be no assurance that the Group will not
suffer any materially adverse consequences from the past breaches in the future.

Environmental regulation in Russia is likely to evolve in a manner which will require stricter standards and
enforcement, increased penalties for non-compliance, more stringent environmental assessment of proposed
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projects and a heightened degree of responsibility for companies and their directors and employees. This may
have the effect of increasing the costs of environmental compliance across the Group.

Uninsured risks

The insurance industry is not yet well developed in Russia and many forms of insurance protection used in
economically developed countries are unavailable on the terms common in such countries. Furthermore, the
Group, as a participant in mining and exploration activities, may become subject to liability for hazards that cannot
be insured against or against which it may elect not to be so insured because of high premium costs. The Group
may incur a liability to third parties (in excess of any insurance cover) arising from pollution or other damage or
injury. The Directors have taken practical steps to ensure that certain aspects of the Group's business are covered
by appropriate insurance arrangements.

Reliance on the Company's operating results as an indication of future results

The Company's operating results may fluctuate significantly in the future due to a variety of factors including, but
not limited to, mining, processing, development and exploration risks, other operational considerations, the gold
price, exchange rates, and regulatory, political and economic factors, many of which are beyond the Group's
control. Accordingly investors should not rely on comparisons of the Company’s results to date as an indication
of future performance.

Group structure and restrictions on dividends

The Company's results and its financial condition are entirely dependent on the trading performance of members
of the Group. The Company's ability to pay dividends will depend on the level of distributions, if any, received from
the Company's operating subsidiaries. Certain of the Company's operating subsidiaries may from time to time be
subject to restrictions on their ability to make distributions to the Company including as a result of restrictive
covenants contained within loan agreements, foreign exchange limitations, regulatory, fiscal and other
restrictions. There can be no assurance that such restrictions will not have a material adverse effect on the
Group's results or financial condition.

The Civil Code and the Federal Law on Joint-Stock Companies provide that the shareholders in a Russian joint-
stock company are not liable for the obligations of the joint-stock company and bear only the risk of loss of their
investment. This may not be the case, however, when one company (the parent] is capable of determining
decisions made by another company (the subsidiary). The parent company may bear joint and several liability for
transactions concluded by the subsidiary in carrying out those decisions. It may also be liable for the debts of the
subsidiary if the subsidiary becomes insolvent or bankrupt owing to the action or inaction of the parent company.

Labour

A significant proportion of the Group's employees are unionised. Whilst the Group has not been materially
adversely affected by any labour related developments or industrial actions in the past there can be no assurance
that such developments or actions may not occur in the future. Such occurrences may affect the financial results
or financial condition of the Group.

Dependence on key personnel

The Company is dependent on the services of certain key members of the executive management team. While the
Company has entered into employment contracts with such employees, the retention of their services cannot be
guaranteed. The Directors are taking practical steps to ensure that key man insurance is taken out in respect of
relevant members of the team. The loss of any key management may have an adverse effect on the Group's business.

Financing

The Group has limited financial resources. Further exploration and the development of one or more of the Group's
properties may be dependent upon the Group's ability to obtain financing through the raising of additional equity
or debt financing or other means. Any additional equity financing may be dilutive to Shareholders and debt
financing, if available, may involve restrictions on financing and operating activities. There can be no assurance
that such funding required by the Group will be made available to it and, if such funding is available, that it will be
offered on reasonable terms. If the Group is unable to obtain additional financing as needed, it may be required
to reduce the scope of its operations or anticipated expansion.
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Litigation

Legal proceedings may arise from time to time in the course of the Group's business. There have been a number
of cases in recent history where the rights and privileges of mining companies have been the subject of litigation
and the Directors cannot preclude that such litigation may not be brought against the Company in future from
time to time. Details of claims filed against ZAO MNV in respect of the acquisition of a 25% interest in ZAO MNV
from NAZ in May 2002 can be found in paragraph 13 of Part V of this document. Although the Russian court of
first instance fully dismissed the claims on 23 August 2002, there remains some opportunity for the claimant to
appeal for a limited period. The Directors have taken legal advice on this matter and, based on that advice, have
no reason to believe that this judgment will be successfully appealed.

Taxation

The Company is a Jersey incorporated company with exempt company status. The Directors currently intend to
ensure that the Company continues to meet the conditions for exempt company status and to conduct its affairs
in such a manner that it is not regarded as tax resident in any jurisdiction.

The Group has been structured in a tax efficient manner taking into account, inter alia, the current Cyprus-Russia
double taxation treaty and the current Jersey tax legislation. If any aspect of this is successfully challenged by the
relevant tax authorities, Group companies may incur additional tax liabilities which could adversely affect the
results of the Group.

It is possible that in the future the Group’s tax position could change as a result of a change of law or practice of
any relevant taxation authority or the renegotiation of the Cyprus-Russia double taxation treaty, or as a result of
any change in the management or conduct of the Company’s affairs.

Investment risk

Although the Ordinary Shares are to be admitted to trading on AIM this should not be taken as implying that there
will be a liquid market in the Ordinary Shares. The Ordinary Shares will not be listed on the Official List.

Investors should be aware that the value of the Ordinary Shares may be volatile and may go down as well as up
and investors may therefore not recover their original investment. In addition, the market price of the Ordinary
Shares may not reflect the underlying value of the Company’'s net assets. The price at which investors may
dispose of their Ordinary Shares may be influenced by a number of factors, some of which may pertain to the
Company and others of which may be outside the Group’s control.

Political and economic risks

Russia has been undergoing a substantial political transformation from a centrally controlled command economy
under communist rule to a pluralist market-orientated democracy. There can be no assurance that the political and
economic reforms necessary to complete such a transformation will continue. In its current relatively nascent
stage, the Russian political system may be vulnerable to the population’s dissatisfaction with reforms, social and
ethnic unrest and changes in government policies. Changes may occur in its political, economic, fiscal and legal
systems which might affect the ownership or operation of the Group’s interests, including, /inter alia, changes in
exchange control regulations, ownership of mining rights, changes of government and changes in legislative or
regulatory regimes. There is no guarantee that future changes in legislation will not affect the Group retrospectively.

In addition, in view of the Group’'s activities in overseas jurisdictions, legal uncertainties, ambiguities,
inconsistencies and anomalies, which would not necessarily exist in the UK or Jersey, may arise. In particular
difficulties may arise in seeking to obtain redress through the legal courts in overseas jurisdictions.

Shares available for future sale

The Group is unable to predict whether substantial amounts of Ordinary Shares will be sold in the open market
following termination of the restrictions as set out in Part | - Lock-in arrangements and Director’s share sales of
this document. Any sales of substantial amounts of Ordinary Shares in the public market, or the perception that
such sales might occur, could materially and adversely affect the market price of the Ordinary Shares.

Possible volatility of the price of the Ordinary Shares

Following Admission the market price of the Ordinary Shares could be subject to significant fluctuations due to
various facts and events, including any regulatory or economic changes affecting the Group's operations,
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variations in the Group's operating results, the gold price, developments in the Group's business or its
competitors, or to changes in market sentiment towards the Ordinary Shares. The Group's operating results and
prospects from time to time may be below the expectations of market analysts and investors. In addition, stock
markets from time to time suffer significant price and volume fluctuations that affect the market prices for
securities and which may be unrelated to the Group's operating performance. Any of these events could result in
a decline in the market price of the Ordinary Shares from time to time.

Forward looking statements

Certain statements within this document, including in the parts of this document under the headings "Key
Information” and “Information on the Group”, constitute forward looking statements. Such forward looking
statements involve risks and other factors which may cause the actual results, achievements or performance of
the Group to be materially different from any future results, achievements or performance expressed or implied
by such forward looking statements. Such risks and other factors include, but are not limited to, general
economic and business conditions, changes in government regulation, currency fluctuations (including the
US$/RUR rate), the Group's ability to recover its reserves or develop new reserves, competition, changes in
development plans and other risks described in this Part || - Risk Factors. There can be no assurance that the
results and events contemplated by the forward looking statements contained in this document will, in fact, occur.
These forward looking statements are correct only as at the date of this document. The Company will not
undertake any obligation to release publicly any revisions to these forward looking statements to reflect events,
circumstance or unanticipated events occurring after the date of this document except as required by law or by
any regulatory authority.

General

The risks noted above do not necessarily comprise all those potentially faced by the Company and are not
intended to be presented in any assumed order of priority. Reference should also be made to the risks noted in
the Competent Person’s Report in Part Il and the Accountants” Reports in Part IV of this document.
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