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1.0 EXECUTIVE SUMMARY
1.1 INTRODUCTION

Micon International Co. Limited (Micon) was conttad by Krasny LLC (Krasny) to
complete an evaluation of the mineral resourceth@fKrasnoe gold deposit located in the
Irkutsk region, Russian Federation. Krasny LLC wned by OJSC GV Gold (51% shares)
and a Swedish company Kopy Goldfields AB (49% s$jard his Report contains the results
of this evaluation and was prepared in accordanth the internationally recognised
guidelines of the JORC Code 2012 (the Australasiade for Reporting of Exploration
Results, Mineral Resources and Ore Reserves preparehe Joint Ore Reserve Committee
of the Australasian Institute of Mining and Metafly, the Australian Institute of
Geoscientists and the Minerals Council of Austjalia

In addition Micon conducted a review of the exptama results and metallurgical testwork
results. The evaluation of the mineral resourcas based on the constructed deposit block
model. The mineral resources were evaluated withm outline of the designed pit
constructed on the basis of the optimal ultimatesipell.

The principal consultants responsible for the nevié the project and the preparation of this
Report are listed in Section 2.2.

Evgeny Kondratiev MAusIMM(CP), Micon’s Senior Expédion Geologist, visited Bodaybo
at the end of November 2015. During the site st sampling area and laboratory were
inspected. Core from two drill holes were reviewaddng with the associated logs and
additional information about the deposit was caddc Meetings were also conducted with
the geological personnel from Krasny LLC and OJSCGald.

It is emphasised that the results of this studyparecipally derived from the examination and
interpretation of exploration works. No independ@&onfirmatory sampling has been
performed by Micon as a part of the current stuoyconfirm or otherwise qualify the
conclusions presented in this report.

1.2 PROPERTY DESCRIPTION AND LOCATION

The Krasnoe deposit is located on the upper reaahie right bank of the Bodaybo River.
The area is economic well developed and is locd@@dkm to 80 km from the hardrock
deposits of Sukhoi Log, Verninskoye and Golets \é&ysashy. Gold mining from different
types of placers occurs in the vicinity of the d&po The property is located within the
jurisdiction of the Artemovsky in the Bodaybo Arefathe Irkutsk Region.

The deposit location is presented in Figure 1.1.
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Figure 1.1: Geographical Map lllustrating the Krasnoe Deposit Location

Located within the Patomsk highland the deposit dse mountainous with elevations of
between 800 m to 1,200 m, locally the elevatiomgyeabetween 500 m and 600 m. The
majority of the river valleys are covered by teopewic sediments as a result of placer
mining. These deposits significantly complicatgleration in the area. Permafrost occurs
everywhere on the watersheds and slopes, pariicofanorthern exposure.

The climate in the area is extreme continental viathg cold winters and temperatures
reaching down to -54€° and short hot summers up to +84° The average annual
temperature is -&. The average annual amount of precipitation is 880, the majority
falling within the summer. Snowfall begins in timéddle or the end of September and thaws
out completely by the end of June. The thicknesthefsnow cover in the valleys reaches
between 2 m to 4 m.

1.3 LICENCES AND PERMITS

Micon has not undertaken any legal due diligencéhefasset portfolio associated with the
Krasnoe deposit and does not present any legalioopiregarding the corresponding
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ownership or title. Micon has reviewed the docutagon relating to the title of assets and
licences for exploration and mining. Currently énce IRK 02804 BR for geological

surveying and mining of gold at the Krasnoe depbslongs to Krasny LLC. The licence
was registered on f8uly 2011 and is valid until #5December 2035.

1.4 INFRASTRUCTURE

Artemovsky, the nearest settlement, is locatedrifdkthe southwest and the regional centre
of Bodaybo 75 km to the southeast. The Bodayb@#&ilkan-Perevoz road runs through the
site. The site is covered with a network of graaredl dirt roads, currently used by the placer
gold miners. In winter, the roads within the s#guire snow clearing. Cargo is delivered to
the Krasny site from the Kopylovskoye LLC base (Bgab) by all-terrain trucks. The bulk
of the cargo is delivered to the base from the estarailway station of Taksimo (Baikal
Amur Mainline) along the road for a distance of Z20. During the navigation period it is
possible to deliver cargo by water along the Lend ¥itim Rivers from the Osetrovo
(Ust Kut) river port to Bodaybo (750 km). Bodaybas an airport capable of handling
medium capacity cargo and passenger airplanestfiemities of Irkutsk (1,200 km) Bratsk,
Mirnyi, Kirensk and Ust Kut.

The power supply in the area is provided by the Msleem Hydroelectric Power Station via
the LEP-110 kV and the LEP-220 kV Taksimo-Bodaybwer lines. Near the area there are
also 110 kV and 36 kV power lines.

1.5 GEOLOGY AND MINERALISATION

The Krasny deposit is located in the northern lwhlbhe Bodaybo syncline, one of the main
structures in the central part of the Bodaybo sgndum. The Bodaybo syncline is
composed of sedimentary and metamorphic rocks fileenBodaybo Series of the Upper
Riphean and is capped with loose Quaternary depo3ibe area is characterised by intense
multi-scale folding complicated with numerous fauliicro-folding zones, boudinage and
tectonic melange.

The deposit is located in the Vachskaya Suite @fUpper Riphean in the form of two saddle
zones of vein-veinlet-disseminated quartz sulphmdeeralisation, a Lower and an Upper
zone. Mineralised zones are confined to the gxdat of the main deposit’'s structure, the
Rudnaya anticline. The anticline represents antoneed fold striking ESE, both limbs of
which are dipping to the NNE, 8%or the northern limb and 7@o 75 for the southern. The
limbs are composed of interstratified sandstonelspdayllites with thicknesses of up to 60 m.
The fold is complicated by large scale faults. Thaeralised zone typically contains
lens-like and complex folded quartz-sulphide vedmlequartz veins and development of
sparsely disseminated pyritic mineralisation.

An oxidation zone occurs at the deposit; the lolmeundary of the oxide ores are located
around 20 m to 100 m from the surface.

Two types of the gold mineralisation are identifiedthin the Krasnoe ore field:
veinlet-disseminated quartz-sulphides, litholodidatructurally controlled; and quartz veins
with limited development. As a rule, these twoeypf gold mineralisation are spatially
concurrent.

Quartz-sulphide mineralisation forms veinlet-disseminated zones within metamogginac
zones of sulphide mineralisation in the structyrabmplicated areas. The internal structure
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of the zones is complex and consists of a densgonletof hetero-oriented veinlets, lenses
and nests of quartz occurring together with scadtelissemination of sulphides occurring as
more than 1% to 3% in schistose and fractured toagis. Sulphide mineralisation is typical

over the entire ore field with a wide distributianainly represented by pyrite. Pyrrhotite,

chalcopyrite, sphalerite, galena occur to a ledegree.

The quartz mineralisation is localised in veins and veinlets which usualgvé lens-like
shapes, thicknesses ranging from 0.2 cm to 0.5dreargths ranging from a few centimetres
to several metres. Quartz vein fields and zonescanfined to the southern limb of the
Rudnaya anticline. They are located within the-latitudinal zones (strips) of the scattered
guartz and quartz-sulphide mineralisation. Théritistion of quartz vein material in these
strips is uneven and the intervals with elevatatteatrations alternate with barren areas.

Gold is predominantly found in joints with pyrite im the form of inclusions in pyrite. The
size of the gold grains ranges from 1 pm to 150 witlh, an average size of 30 pm to 70 um.
The surfaces of gold grains forming joints with igrare smooth, the edges may slightly
"branch"; skeletal gold crystals are rare.

In addition, free gold is also registered, whicltharacterised by smooth surfaces and sizes
of up to 200 pm.

1.6 EXPLORATION

The Krasnoe veinlet-disseminated morphological maihdeposit was identified within the
cognominal ore field during the course of idengfion of the potentially ore-bearing areas
within the complex syncline in the Bodaybo terytérom 1978 to 1979.

During 1981 to 1983, exploration was completed wnitthe Artemovsky ore cluster. As a
result, three quartz-sulphide zones were identified traced within the mineralisation area.
Two ore bodies were identified in the No. 1 quadiphide zone. The first ore body was
classified as g€category gold reserves, estimated at 1 t. Thenskore body as;Rcategory
prognostic resources, estimated at 1.4 t. WitlimezNo. 3, at depths of between 150 m to
300 m, two "blind" ore bodies with the strike lelngof up to 900 m, thicknesses from 6 m to
12 m and average grades of between 2.0 g/t AugGog2.Au were identified. The total
P: category prognostic resource of the mineral oerwoe was 19.3 t of gold at an average
grade of 2.57 g/t Au. The estimate was completadguthe following parameters: cut-off
grade 1 g/t Au; minimum commercial block grade ¢/6Au and minimum thickness of ore
bodies set at 3 m. A negative assessment wasteddor the remaining area.

From 2004 to 2005 exploration continued within snoe ore field. As a result, the
Verkhne-Bodaibinskaya anticline structure, espgcialithin its periclinal closure, was
detailed and the control factors of the gold mifisasion were described. Eight gold-bearing
zones were identified within the outlined zonesimEnsive sulphide mineralisation and
silicification in the project area within the Verké+Bodaibinskaya anticline.

From 2010 to 2012, the Krasnoe mineral occurrenas imvestigated by prospecting and
estimation operations. The work included driftin§ surface mine workings and core
drilling. Based on these results, the option-btiayp reserve calculations and prognostic
resource estimates for three cut-off grades (0t7Ag/ 1.0 g/t Au and 1.3 g/t Au) was
produced. The Lcategory reserves were declared at 34,032.58 kpldfwith an average
grade of 2.28 g/t Au, and the prognostic resoufaethe R category totalled 31,062.68 kg of
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gold at an average grade of 2.55 g/t Au apdd@egory resources were 26,299.59 kg of gold
at an average grade of 3.04 g/t Au.

In 2013 exploration recommenced and is ongoingncé&i2011 up to the end of 2015,
31,500 m were drilled and about 10,000 m of treachere excavated.

1.7 MINERAL RESOURCES

In April 2016, NPF Geoprognoz drafted the cut-afhde estimation report with the reserve
calculations for Krasny LLC. In accordance witlistestimate the £category reserves for
the central part of the Upper ore body as %tJanuary 2015 totalled 6.317 Mt of ore
containing 9,767 kg of gold at an average grade%8 g/t Au.

Micon proceeded with the assumption that the Krasheposit will be developed using the
open pit mining method. In order to create a fiopén pit design, an optimisation analysis
was performed using Whittle software. Optimisatathe final open pit mining contour
was performed using the block model with the indof the Indicated and Inferred mineral
resources. For the deposit mineral resources tcedtenated in accordance with the
guidelines of the JORC Code (2012) the pit shealtesponding to the base price value was
selected (US$1,200/0z). Micon completed constuaatif the final open pit design matching
the selected pit shell.

Whilst completing the mineral resource estimatea@ordance with the guidelines of the
JORC Code (2012), Micon followed the requiremeat thhere are reasonable prospects for
eventual economic extraction” and limited the voduaf the estimated mineral resources by
the contour of the final design for the open pit.

Mineral resources of the Krasnoe deposit, estimatet classified by Micon in accordance
with the guidelines of the JORC Code (2012), aes@nted in Table 1.1.

Table 1.1: Mineral Resources for the Krasnoe Depdsas at ' January 2016

Indicated Mineral Resources Inferred Mineral Resources
Material Type
P T"?k‘:)age Au(@t) | Au(kg) T"?k‘:)age Au@t) | Au(kg)
Oxide 5,402 1.157 6,247 1,150 1.002 1,153
Primary 2,447 1.108 2,710 11,174 1.752 19,58p
Total 7,848 1.141 8,958 12,324 1.682 20,737

1.8 CONCLUSIONS AND RECOMMENDATIONS

Micon’s audit review of the Krasnoe Gold Deposis hed to the following conclusions and
recommendations:

1. The Indicated and Inferred mineral resources fer dieposit have been estimated
according to the amount of available geologicabinfation and the complexity of the
mineralised zones;

2. Continued exploration is required to upgrade theeru Inferred resources to a higher
category;
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3. To upgrade the Indicated mineral resources to aserves more detailed

investigations on the geology, processing, hydrlmggo and geomechanics are
required,;

Exploration of the flanks of the deposit shouldcbetinued,;

For adequate internal and external quality corprocedures the number of control
samples should be increased to 5% of the total sumiregular samples;
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2.0 INTRODUCTION
2.1 PURPOSE AND SCOPE OF THE REPORT

This technical report was prepared by Micon Inteamal Co. Limited (Micon) for Krasny
LLC (Krasny) whose office is located in Bodayboeg(tlikutsk region, Russian Federation).
Krasny LLC is owned by OJSC GV Gold (51% shares) anSwedish company Kopy
Goldfields AB (49% shares). In accordance with shepe of work, the report preparation
included a review of the geological setting ancesource evaluation for the deposit. The
contract between Micon and Krasny was concluddédawember 2015.

The Krasnoe gold deposit is a hardrock deposit kias never been developed; a few

exploration stages have been conducted. In 204 6egerves are planned to be put on to the
State balance, the TEO of temporary exploratiorditmmms and the reserve calculation are in

progress.

The Krasnoe gold deposit is located on the uppsches of the right bank of the Bodaybo
River. The area is economically well developed endituated 70 km to 80 km from the
hardrock deposits of Sukhoi Log, Verninskoye ande@oVysochaishy. Gold mining from

different types of placers occurs in the vicinifytloe deposit. The property is located within
the jurisdiction of Artemovsky, in the Bodaybo Arefthe Irkutsk Region.

Evgeny Kondratiev MAusIMM(CP), Micon’s Senior Expédion Geologist, visited Bodaybo

from 25" to 27" November 2015. During the site visit the samptinga and laboratory were

inspected. Core from two drill holes were reviewaddng with the associated logs and
additional information about the deposit was caddc Meetings were also conducted with
the geological personnel from Krasny LLC and OJSC@&ld. The deposit was not visited
because the field work ceased at the end of October

It is emphasised that the results of this studyparecipally derived from the examination and
interpretation of exploration studies and data. ihdependent confirmatory sampling has
been performed by Micon as a part of the curramdysto confirm or otherwise qualify the

conclusions presented in this report.

2.2 CAPABILITY AND INDEPENDENCE

Micon is an independent consulting firm of geolégjisnining engineers, metallurgists and
environmental consultants, all of whom have extengxperience in the mining industry.
The firm has offices in Norwich and Cornwall (Urdt&ingdom), Toronto and Vancouver
(Canada). Micon offers a broad range of consubenyices to clients involved in the mining
industry. The firm maintains a substantial praetin the geological assessment of
prospective properties, the independent estimatiorsources and reserves, the compilation
and review of feasibility studies, the economicleafion of mineral properties, due diligence
reviews and the monitoring of mineral projects ehddf of financing agencies.

Micon’s practice is worldwide and covers all of theecious and base metals, the energy
minerals (coal and uranium) and a wide varietyrmfustrial minerals. The firm’s clients
include major mining companies, most of the majmitéd Kingdom and Canadian banks
and investment houses, and a large number of fialamstitutions in other parts of the
world. Micon’s technical, due diligence and valaatreports are typically accepted by
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regulatory agencies such as the London Stock Exghahe US Securities and Exchange
Commission, the Ontario Securities Commission, Tleeonto Stock Exchange, and the
Australian Stock Exchange.

Micon is internally owned and is entirely independef Krasny LLC and their affiliated
companies. The personnel responsible for thisevevand the opinions expressed in this
Report are Micon’s full-time employees. For itsveees in preparing this Report, Micon is
receiving payment based upon time and expensewinbt receive any capital stock from
Krasny LLC or any of their affiliated companies.

The principal consultants responsible for the mevief Krasnoe Gold Deposit and the
preparation of this report have extensive expegemt the mining industry and have
appropriate professional qualifications:

» Stanley Bartlett, P.Geo, Micon Vice President, Serteologist and Managing
Director of Micon’s UK office; Krasnoe Report ProjgManager and Team Leader;

* Evgeny Kondratiev, MAusIMM(CP), Micon Senior MinéResource Geologist;
* Michael Khoudine, Micon Senior Mining Engineer, and

* Sandra Mahé, B.Sc., Micon Geologist.

Mr. Stanley Bartlett is responsible for the prepiaraor supervision of preparation of all
sections of this Report. Mr Bartlett by reasonediucation, experience and professional
gualifications fulfils the requirements of a CongrgtPerson as defined by the JORC Code
(2012) and as such is qualified to the review deiposit and mineralisation type.

The mineral resources stated in the report werkiatesd by Michael Khoudine, M.Sc., based
on the block model created by Evgeny Kondratiev, UWAWM(CP), the mineral resource
geologist. Mr Kondratiev by reason of educatiatpexience and professional qualifications
fulfils the requirements of a Competent Personedsed by the JORC Code (2012) and as
such is qualified to the review this deposit andenalisation type.

2.3 DISCLAIMER

Whilst Micon has reviewed the exploration and mgniicences, permits and entitlements of
the property in so far as these may influence tkestigation and development of the mining
assets, Micon has not undertaken legal due dilg@fidhe asset portfolio described in this
Report. The reader is therefore cautioned thatinickision of exploration and mining
properties within this Report does not in any fonmply legal ownership.

During the preparation of this Report, Micon ha$ietk upon information provided by
Krasny LLC and OJSC GV Gold, which describes tlgallditle, infrastructure, exploration
history, geology and mineralisation, resourcesgmeass, mining and metallurgical design and
capital and operating budgets for the project. dlihas not independently verified the
statements and data contained in the informatigoplead and has assumed that the
information provided is representative and matriedmplete.
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2.4

2.5

SOURCES OF INFORMATION

Licence on Subsoil Use IRK 02804 BR;

A Report about Prospecting Assessment Works wighRbserve Calculation on the
Hardrock Gold Deposit Krasnoe Located in IrkutslgiRae of Russian Federation as
at 28" April 2014. Krasnoyarsk, 2014;

A Brief Informational Report about the OperationAssessment of Reserves
(Resources) of the Hardrock Gold of the KrasnoeaA®es at 17 November 2014),
Krasnoyarsk, 2014;

An Informational Report with Operational Assessma&iiReserves (Resources) of the
Hardrock Gold d of the Krasnoe Area (as df D&cember 2014), Krasnoyarsk, 2014;

Preliminary Geological Economic Assessment of theaskoe Deposit with
Micromine Software (as at Y9 ebruary 2015);

Database of Geological Sampling of Trenches anlll Boies of the Krasnoe Deposit
as at a First Half of 2016 in mdb Format. ProvibgdKrasny LLC;

Triangulation Surface Model of the Krasnoe Depasidxf Format. Provided by
Krasny LLC;

Drill Hole and Trench Documentation Logs in jpg Fat; and,

Open Source Information.

UNITS OF MEASUREMENT

Quantities are generally stated in Sl units, aBsat by international mining companies.
These include metric tonnes (t), million metricries (Mt), kilograms (kg) and grammes (Q)
for weight; kilometres (km), metres (m), centimst(em) and millimetres (mm) for distance;
cubic metres (), litres (1), millilitres (ml) and cubic centimes (cnf) for volume, square
kilometres (kM) and hectares (ha) for area, weight percent (%)bfise metal grades,
grammes per metric tonne (g/t) for gold and silyexdes and tonnes per cubic metresjt/m
for density. Precious metal grades may also beesgpd in parts per billion (ppb) or parts
per million (ppm) and their quantities may alsorbported in troy ounces (ounces, 0z), a
common practice in the mining industry. All curcgramounts are stated either in US dollars
(US$) or Russian roubles (RUB).

List of used abbreviations is presented in Secti®n
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3.0 GENERAL BACKGROUND INFORMATION
3.1 RUSSIAN GOLD INDUSTRY REGULATORY SYSTEM

The State is the beneficial owner of all mineradowgces in Russia and licenses their
exploration and exploitation to qualifying orgartisas in accordance with the regulatory
system. The industry is governed principally tlylothe following laws:

* The Constitution of the Russian Federation;
» The Civil Code of the Russian Federation;

* The Land Code of the Russian Federation;
* The Tax Code of the Russian Federation;

* Federal Law No. 41-FZ “On Precious Metals and Gedadéd 26th March, 1998 (as
amended) (the “Precious Metals Law”);

e The Law of the Russian Federation No. 2395-1 “Obs®il’ dated 21st February,
1992 (as amended) (the “Subsoil Law”); and,

* Federal Law No. 173-FZ “On Currency Regulation éudrency Control” dated 10th
December, 2003 (as amended) (the “Currency Cobawl’).

3.1.1 Subsoil Licences

The use of the subsoil for geological researchlogapon and mineral production purposes is
primarily established under the Subsoil and Prexibletals Laws. These permit subsoil
allotments to be licensed to interested and quatifyparties for geological exploration and
assessment or production of natural resourceshmugh a combined licence for the
exploration, assessment and production stages pfogect. Since the introduction of
amendments to the Subsoil Law in January, 2000,ntagimum term of an exploration
licence is 5 years, but a production (mining) licemay be issued for 25 years, or the useful
life of the mineral reserves. It is also usualtfoe licence recipient to be granted the use of
the land covered by the respective exploration ioimg permit.

Under amendments of the Subsoil Law in August, 206dnces are no longer issued by the
federal or regional authorities, but are awardesuth a tendering or auction system
conducted by the Federal Agency for Subsoil Usennlig bids are expected to be the most
technically competent, financially attractive ant/ieonmentally sound proposals that meet
the published tender terms and conditions. Licgrioe geological exploration may also be
issued without the holding of an auction througbisiens made by the federal authorities.

Licences are transferable only under certain cistantes in Russia, which include corporate
reorganisations or mergers involving the licenciiag transfer from a parent company to a
subsidiary or vice-versa, or between subsidiarfdb@® same parent company, or the transfer
of title to a newly-established legal entity in whithe licence-holder has at least a 50%
ownership interest, providing that the new entisy dquipped and authorised for such
activities.
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A licence holder has the right to develop and usgyding selling) resources extracted from
a licence area, though the Russian Federatiomeetavnership of all subsoil resources at all
times. The licences generally require the holdenake certain commitments, including:

» Extracting agreed annual target amounts of resgrves

» Complying with specified requirements including tree of technologies;

» Conducting agreed mining and other exploratorydewklopment activities;

* Protecting the environment in the licence/s frormdge;

» Providing geological information and data to thievant authorities;

« Submitting on a regular basis formal progress itsgorregional authorities; and,

* Making all obligatory payments when due.
Government authorities may undertake periodic mesiérom time to time, to ensure the

compliance of the licence-holder with the termsth# licence, the Subsoil Law and other
applicable legislation. The penalties for contramg the regulations can be severe.

3.1.2 System of Payments

From £'January 2002, the earlier system of payments ®uge of the subsoil was modified
by merging royalties, excise taxes and mineralorabn payments into a single tax called
the mineral production tax. In addition, the fallag types of payment obligations were
established:

* One-time payments as specified in a licence;

* Regular payments for subsoil use, such as rent gatgrfor the right to conduct
prospecting/appraising and exploration work;

« Payments to the State for geological subsoil in&drom;

* Fees to participate in tenders and auctions;

» Fees for the issuance of licences; and,

» Other payments and fees set forth by the legislatibthe Russian Federation on
taxes and duties.

3.1.3 Precious Metals Regulation

The extraction, production and refining processkeprecious metals are governed by the
specific regulations of the Precious Metals Law.

3.14 Other Regulations

The exploration and production of mineral depoaits also subject to additional appropriate
industrial and technological usage, environmental Bealth and safety regulations. Such
legislation typically covers the handling and u$éazardous substances, explosives, waste
materials, water use, construction of buildings amtallations, and medical and training
facilities.
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3.2 RUSSIAN SYSTEM OF RESOURCE/RESERVE CLASSIFICATION

All mineral resources and reserves in Russia arendlly classified according to an
established system developed and administeredebRRuilssian State Commission for Mineral
Reserves (Gosudarstvennaya Komissia po Zapasan¥). Gkhe GKZ applies strict control
over the estimation and reporting of mineral reserand utilises a prescribed protocol for
their calculation that is usually based upon steshdactional methods.

Preliminary mineral reserve estimates, as complbtethe licence holder, are submitted to
the GKZ for approval in the form of a TEO, whichsjiies the cut-off grade criteria

(temporary or permanent ones, depending on theedeafrexploration). The approved cut-
off criteria are used to generate the mineral kesethat are submitted to the GKZ for
approval.

In many respects the system is similar to westdassdication systems, essentially
measuring the level of confidence in quantity andligy information that is used to define
the mineral resources or reserves. One of theemgsicommonly adhered to in Western
countries is the JORC Code (the Australasian CodeReporting of Exploration Results,
Mineral Resources and Ore Reserves prepared byoiné Ore Reserve Committee of the
Australasian Institute of Mining and MetallurgyetAustralian Institute of Geoscientists and
the Minerals Council of Australia), which was reded in 1989 and last updated in 2012.

In Micon’s experience, the level of detail requireal support a submission of mineral
reserves to the GKZ is more systematic and compsae than is required under the JORC
Code in almost all respects. The data submittedapproval to the GKZ are subject to
rigorous review, including consideration of the lggocal complexity of the deposit, the
distribution and complexity of the ore mineraloglye degree of knowledge obtained from
exploration activities such as the density of ohg the extent of any underground
development, the computation of resource estimataispff grades, as well as numerous
other economic, technological, mining and metaltabcharacteristics.

The JORC Code and GKZ reserve reporting systems shaery important fundamental
principle, which is that the economic viability afreserve base must be demonstrated. For
this reason, both systems utilise a similar segesflogical, economical and technical factors
within a sequential classification scheme whichex$ the increasing degree of knowledge
and confidence in the integrity of the reservegguie 3.1 illustrates Micon’s understanding
of the correlation between the two systems.

Using the GKZ system, mineral resources and reseragee recognised as either
prognosticated resources, which include those ressuhat are of an inferred, potential or
speculative nature, or mineral reserves, which lwameffectively subdivided into those that
demonstrate economic significance (balance minesdrves) and those with only potential
economic significance (off-balance mineral resexves

Balance mineral reserves comprise that part ohtimeralisation that has been demonstrated
to a sufficient level of confidence to contain atah@r commodity whose economic viability
has been approved by the GKZ. They may not howaweude adjustment for technical and
economic matters such as mining dilution and lasses
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The JORC (2012) classification term "mineral resesaf approximately corresponds to the
term "geological reserves” from the Russian GKZays The GKZ categories for balance
mineral reserves (A, B, Gand G) can be correlated by definition with mineral neses as
defined under the JORC Code. Categories A andeBganerally reported as Measured
resources, whilst category; @enerally constitutes Indicated mineral resoureeth C,
category as Inferred mineral resources. UndefalK& system, @ category mineral reserves
can be included in mine-planning studies, but audt be noted that under the terms and
conditions of reporting public documents to Weststandards, Inferred mineral resources
cannot be included as ‘ore reserves’ or used fondbvaluation purposes.

Figure 3.1: Comparison of GKZ and JORC Code Resour/Reserve Classification
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By contrast, the classification of prognosticatedources (B P,, and B) refers to mineral
resources that range from Inferred mineral res@ rcepotential and speculative resources.
These are not generally recognised as quantifiabléestern terms and can only be regarded
as indicators of the mineral potential of an arearegion. Such resources may be
subsequently upgraded to recognised categoriees®rves and resources by successful
exploration work, or excluded if the work is unsessful.

3.3 RESOURCE/RESERVE CLASSIFICATION AS DEFINED BY JORC CODE

The classification of the mineral resources andreserves contained within this Report has
been completed in accordance with the guidelinegb®fJORC Code (2012). Similar to the
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system followed by the GKZ, the JORC Code reliesrupn increased level of geological
knowledge and the application of mining and othesdifying factors to elevate those
categories of resources to reserves as summanigadure 3.2.

The JORC Code is similar in most respects to tkgseems adopted in North America and in
Europe, in particular the system of resource difimiestablished by the Canadian Institute
of Mining, Metallurgy and Petroleum (CIM) and recoged under the guidelines of Canadian
National Instrument (NI) 43-101.

Figure 3.2: Exploration Results, Mineral Resourcesind Ore Reserves as Defined by the JORC Code
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3.3.1

Mineral Resources

The relevant sections of the JORC Code (2012) ranéged for reference as follows:

A ‘Mineral Resource’ is a concentration or occuoemf solid material of economic
interest in or on the Earth’s crust in such formgdg (or quality), and quantity that
there are reasonable prospects for eventual ecenemtraction. The location,

quantity, grade (or quality), continuity and othgeological characteristics of a
Mineral Resource are known, estimated or intergrefftem specific geological

evidence and knowledge including sampling. Min&takources are sub-divided, in
order of increasing geological confidence, intoetnéd, Indicated and Measured
categories.

An ‘Inferred Mineral Resource’ is that part of arMral Resource for which quantity
and grade (or quality) are estimated on the bdsisnited geological evidence and
sampling. Geological evidence is sufficient to iynput not verify, geological and

grade (or quality) continuity. It is based on etption, sampling and testing
information gathered through appropriate technidum® locations such as outcrops,
trenches, pits, workings and drill holes.

An Inferred Mineral Resource has a lower levelaifadence than that applying to an
Indicated Mineral Resource and must not be condette Ore Reserves. It is
reasonably expected that the majority of Inferredndvll Resources could be
upgraded to Indicated Mineral Resources with cartihexploration.
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3.3.2

An ‘Indicated Mineral Resource’ is that part of ainkral Resource for which
guantity, grade (or quality), densities, shape pimgsical characteristics are estimated
with sufficient confidence to allow the applicatioh Modifying Factors in sufficient
detail to support mine planning and evaluation leé conomic viability of the
deposit.

Geological evidence is derived from adequately itetaand reliable exploration,
sampling and testing gathered through appropretkeniques from locations such as
outcrops, trenches, pits, workings and drill holesd is sufficient to assume
geological and grade (or quality) continuity betwemints of observation where data
and samples are gathered.

An Indicated Mineral Resource has a lower levataifidence than that applying to a
Measured Mineral Resource and may only be convéstadProbable Ore Reserve.

A ‘Measured Mineral Resource’ is that part of a bt Resource for which quantity,
grade (or quality), densities, shape and physibakacteristics, are estimated with
confidence sufficient to allow the application obtifying Factors to support detailed
mine planning and final evaluation the economidwity of the deposit.

Geological evidence is derived from detailed arlchibée exploration, sampling and
testing gathered through appropriate techniquem flocations such as outcrops,
trenches, pits, workings and drill holes, and ifficient to confirm geological and
grade (or quality) continuity between points of elvstion where data and samples
are gathered.

A Measured Mineral Resource has a higher levebafidence than that applying to
an Indicated or an Inferred Mineral Resource. dtyrbe converted to a Proved Ore
Reserve or under certain circumstances to a Preliata Reserve.

Ore Reserves

The relevant sections of the JORC Code are:

An ‘Ore Reserve’ is the economically mineable pra Measured and/or Indicated
Mineral Resource. It includes diluting materiahglallowances for losses which may
occur when the material is mined or extracted andlefined by studies at Pre-
Feasibility or Feasibility level (as appropriate)dainclude application of Modifying
Factors. Such studies demonstrate that, at the @fnreporting extraction could
reasonably be justified.

The reference point at which Reserves are defingailly the point where the ore is
delivered to the processing plant, must be statets important that, in all situations
where the reference point is different, such asaf®aleable product, a clarifying
statement is included to ensure that the readtilisinformed as to what is being
reported.

A ‘Probable Ore Reserve’ is the economically minegiart of an Indicated, and in
some circumstances, a Measured Mineral Resoure.cdnfidence in the Modifying
Factors applying to a Probable Ore Reserve is ldhem that applying to a Proved
Ore Reserve.

A ‘Proved Ore Reserve’ is the economically mineghdet of a Measured Mineral
Resource. A Proved Ore Reserve implies a high degfe confidence in the
Modifying Factors.
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4.0 PROPERTY DESCRIPTION, INFRASTRUCTURE, PHYSIOGRAPHY,
CLIMATE AND LOCAL RESOURCES

4.1 PROPERTY DESCRIPTION AND LOCATION

The Krasnoe deposit is located on the upper reaahie right bank of the Bodaybo River.
The area is economically well developed and istet&0 km to 80 km from the hardrock
deposits of Sukhoi Log, Verninskoye and Golets \é&ysashy. Gold mining from different
types of placers occurs in the vicinity of the dg&po The property is located within the
jurisdiction of Artemovsky, in the Bodaybo Areatbg Irkutsk Region.

The deposit location is presented in Figure 4.1.

Figure 4.1: Geographical Map lllustrating the Krasnoe Deposit Location

The deposit has never been developed, howeves itildergone several stages of geological
exploration and its reserves will be registeredtloa state balance this year. The reserve
estimation cut-off grade report is currently beghgfted.
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4.2 LICENCES AND PERMITS

Krasny LLC is the licence holder of IRK 02804 BRialh encompasses the right to use the
sub-surface for geological exploration and productof hardrock gold within the Krasny
site. Krasny LLC was registered in February 20Krasny LLC is owned by OJSC GV
Gold (51% shares) and a Swedish company Kopy Gidt#fiAB (49% shares).

Licence IRK 02804 BR was registered by the statbaities on 18 July 2011 and is valid
until 25" April 2035. For the geological surveying peritiae licence site was given a status
of geological lease with no depth restriction. Ewe exploration period a status of mining
lease within the preliminary boundaries was gramted for the production period the status
of mining lease was granted with the depth resttlidiy the bottom boundary of the reserve
estimate. The licence site area is 31.05 &m the geographic apices of the site are given in
Table 4.1.

Table 4.1: Apices of the Licence Area

Apex Northern Latitude Eastern Longitude
Degrees | Minutes | Seconds | Degrees | Minutes | Seconds
1 58 19 17 114 42 47
2 58 19 26 114 49 31
3 58 18 25 114 49 33
4 58 18 13 114 51 45
5 58 17 13 114 50 33
6 58 16 55 114 50 33
7 58 17 16 114 42 54

4.3 INFRASTRUCTURE

Artemovsky, the nearest settlement, is locatedrifdkthe southwest and the regional centre
of Bodaybo 75 km to the southeast. The Bodayb@#&ilkan-Perevoz road runs through the
site. The site is covered with a network of graaredl dirt roads, currently used by the placer
gold miners. In winter, the roads within the sgguire snow clearing. Cargo is delivered to
the Krasny site from the Kopylovskoye LLC base (Bgab) by all-terrain trucks. The bulk
of the cargo is delivered to the base from the estarailway station of Taksimo (Baikal
Amur Mainline) along the road for a distance of Z20. During the navigation period it is
possible to deliver cargo by water along the Lend ¥itim Rivers from the Osetrovo
(Ust Kut) river port to Bodaybo (750 km). Bodaybas an airport capable of handling
medium capacity cargo and passenger airplanestfierities of Irkutsk (1,200 km) Bratsk,
Mirnyi, Kirensk and Ust Kut.

The power supply in the area is provided by the lblieem Hydroelectric Power Station along
the LEP-110 kV and the LEP-220 kV Taksimo-Bodaybwer lines. The LEP-110 kV and
LEP-36 kV power lines run next to the site area.

44 PHYSIOGRAPHY AND CLIMATE

Located within the Patomsk highland the depositdsemountainous with elevations of
between 800 m to 1,200 m, heavily dissected byrsivweithin a generally rounded
topography. Locally the elevations range betwe@d m and 600 m. The slopes average
between 10° to 15°, up to a maximum of 30°, andcaneered with scree. The bed rock
exposure in the territory is poor, outcrops arallgcdistributed. Watershed areas and slope
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bases are capped with glacial deposits severakmd#tick. The river valleys are wide, often
boggy, alluvium thicknesses can reach up to 50 ihe majority of the valleys are
complicated with technogenic deposits from previplecer mining. Technogenic dumps
have thicknesses of tens of metres, especiallygaliie Teply Stream, which makes
exploration difficult.

The project area is crossed by a network of riegrs streams, which almost entirely freeze
over in winter. The Bodaybo River and its tribigar the Krasny, Teply and Mokry Streams,
are the main waterways in the area. The smallbeysmoften host seasonal short creeks.
The majority of the rainfall and water dischargenir snow melt occurs in May, June and
August. Permafrost is widespread along the sl@meswatersheds, especially on northern
slopes. Thawed zones are found under the rives.bdsly the end of the summer, the
seasonal thawing depth is up to 2 m on the sousiepes and 1 m on northern slopes.

Fauna and flora are typically Siberian, taiga typgeorest is practically absent within the
project area, due to the removal of trees assaciatth placer mining operations. In the
valleys the vegetation consists of dense willowubbr young aspen, birch, spruce and larch
trees. The higher slope and watershed areas aeeecbwith thickets of cedar elfin wood.

The climate in the area is extreme continental iranbetween 54° in January to +34° in
July; the average annual temperature S.6The average annual amount of precipitation is
350 mm, the majority falling within the summer. d8rfall begins in the middle or the end of
September and thaws out completely by the endré.JThe thickness of the snow cover in
the valleys reaches between 2 m to 4 m.

45 LOCAL RESOURCES

The Krasnoe deposit area is economically well dged near to the hardrock and placer
deposits, however the surrounding area is spapgglylated. The nearest settlements located
within the area are Artemovsky (population 1,30R)ppotkin (population 1,450) and
Marakan (population 400). The bulk of the locapplation is employed by the Golets
Vysochaishy GOK and other enterprises (VerninskoMeyskoye, placer deposits) at
different stages of exploration and developmentaddition to the local population Bodaybo
may also be a source of manpower.
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5.0 GEOLOGY AND MINERALISATION
5.1 GEOLOGY

The Krasnoe deposit is located within the nortHent of the Bodaybo syncline, one of the
main structures in the central part of the Bodagpoclinorium. The Bodaybo syncline is
composed of sedimentary and metamorphic rocks fileenBodaybo Series of the Upper
Riphean and is capped with loose Quaternary deposit

Lithologically the Bodaybo Series can be dividetbitwo sections, the lower section is
composed of the Aunakitskaya and Vachskaya Suites)sisting of carbonaceous
monomictic quartz and sandy-shale deposits. Theemupection includes the Anangrskaya,
Dogaldynskaya and lligirskaya Suites and is charasgd by sandy and terrigenous-
carbonate deposits. Within the Krasnoe depositaies from the Aunakitskaya, Vachskaya
and Anangrskaya Suites outcropping under the Quertgdeposits.

Within the deposit area the Quaternary depositsisbnf moraine and glacial deposits with
thicknesses ranging from 4 m to 20 m.

Intrusive magmatic rocks have not been found witthie deposit area, though they are
widespread on the periphery of the Bodaybo zone aedpredominantly represented by
granitoids.

The deposits within the Bodaybo structural-facieaezhave been extensively subjected to
progressive zonal regional metamorphism with s@nontact metamorphism and regressive
metamorphism in the vicinity of the granitoids viiitlthe Konkudero-Mamakansky Complex.
Metamorphic faulting is also well developed withive deposit area.

Hydrothermal and metasomatic alteration, resultmghe recrystallisation of rock cement,
redistribution of carbonaceous substances, interisim-magnesium-calcium carbonatisation
and sulphidisation are typical for Riphean formasio These transformations are mainly seen
in anticlinal structures and sites of increasedttnang.

Folds strike sub-latitudinally, which is generaliypical for the Bodaybo River basin where
the Krasnoe deposit is located. Anticlinal folde aften asymmetric with steeper southern
limbs. Synclines are usually smoother, with widleghs. Cleavage and schistosity, small
folds, boudinage, mineral linearity, co-folded l@ndinal faults, low-amplitude joints and
fracturing all occur. The network of abyssal fayllays a significant role in the structural
formation of the area, multiple activation of théwes resulted in the complication of earlier
formed structures and the formation of new stresur

The Krasnoe deposit is located within the influermmmne of the Verkhne-Bodaibinsky

interblock abyssal fault, expressed on the surfadée linear folding of the regional shear
zone. Intense, multi-scale folding complicatedhwitumerous disjunctive faults, zones of
micro-folding, boudinage and tectonic melange @dgl for the area. The deposit site hosts
the Verkhne-Bodaibinskaya anticline (in the nodhyl the Rudnaya anticline (in the south)
with the Lozhkovaya syncline located between them.

Faulting is represented by sub-latitudinal upthroasd downthrows, submeridional
downthrow-shifts and zones of increased fracturamgl shearing. Sub-latitudinal faults
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concentrating in the flat limb of the Rudnaya dmte and the central parts of the
Verkhne-Bodaibinskaya anticline are the most widesg and these areas represent a part of
the shearing zone. The fault lengths range frotwdxen 10 m to 100 m to 4 km to 5 km,
occasionally more, with an en echelon arrangeme&attonic wedges are usually represented
with ground-in fractures or fracture zones filledthwquartz, quartz-sulphide veinlets and
guartz veins. The orientation of the sub-latitadlifaults conforms with orientation of the
main structures; they are usually steeply dippaigangles of 60to 80. The amplitude of
displacement along the tectonic wedges is smalpreegmately ranging from a few
centimetres to a few metres. Submeridional dovemtkrshifts occur as series of contiguous
steeply dipping fractures with the planes and sickdes. The displacement amplitude is
insignificant, from 0.5 m to 1.0 m, occasionallytogb m. The length of these faults does not
exceed a few hundred metres.

The geological map of deposit area is present&iguare 5.1.

Figure 5.1: Geological Map of the Deposit Area

The Krasnoe gold deposit is located in the soutlheea of the cognominal ore field, in the
upper areas of the Teply and Krasny Streams, trghitaries of the Bodaybo River. The
development is composed of Upper Riphean carbonacguales, sericite-quartz shales with
rare interlayers of sericite-quartz sandstones fthenVachskaya Suite ¢iR). These are
underlain by interstratified quartz sandstones@rtionaceous shales from the Aunakitskaya
Suite (Rau) and are capped by interstratified polymictitddpar-quartz sandstones and
carbonaceous phyllites from the Anangrskaya Stan).

The deposit occurs in the Vachskaya Suite of thpedRiphean in the form of two saddle

zones of vein-veinlet-disseminated quartz sulphmdeeralisation, a Lower and an Upper
zone.
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Mineralised zones are confined to the axial pathefmain deposit’s structure, the Rudnaya
anticline. The anticline represents an overturiodd striking ESE, both limbs of which are
dipping to the NNE, 85for the northern limb and 70° to 75° for the sauth The limbs are
composed of interstratified sandstones and phylitgh thicknesses of up to 60 m. The fold
is complicated by large scale faults.

The mineralised zone typically contains lens-liked acomplex folded quartz-sulphide
veinlets (from 2 to 3 to 5 to 7 veinlets per metmg)artz veins, development of sparsely
disseminated pyritic mineralisation, as well asemsive tectonic and hydrothermal-
metasomatic alteration as described earlier.

The tectonic alteration of the rocks in the aregemesented with multi-scale, predominantly
small scale folding, zones of shearing and catact#socks, and hydrothermal-metasomatic
alteration, specifically silicification, carbonaiiton and sulphidisation, generally leading to
the formation of metasomatites close to the becdyipe.

An oxidation zone occurs at the deposit; the lobmeundary of the oxide ores are located
around 20 m to 100 m from the surface.

5.2 MINERALISATION

Two types of the gold mineralisation are identifietthin the Krasnoe ore fieldzeinlet-
disseminated quartz-sulphides, lithologically/staually controlled, and quartz veins with
limited development. As a rule, these two typesgofd mineralisation are spatially
concurrent.

Quartz-sulphide mineralisation forms veinlet-disseminated zones within metamogginac
zones of sulphide mineralisation in the structyrabmplicated areas. The internal structure
of the zones is complex and consists of a densgonletof hetero-oriented veinlets, lenses
and nests of quartz occurring together with scadtelissemination of sulphides occurring as
more than 1% to 3% in schistose and fractured foa&s.

Sulphide mineralisation is typical over the entre field with a wide distribution, mainly
represented by pyrite. Pyrrhotite, chalcopyrijghaserite, galena occur to a lesser degree.
Pyrite occurs in the following morphological vargst

* Powdered pyrite (pre-ore);

* Inclusions (poorly expressed);
e Porphyroblastic cubic pyrite;

e Lens-like pyrite; and,

» Pyrite in quartz veinlets.

The gold grades in the different pyrite varietiesyw The lens-like, aggregate cubic and
cubic porphyroblastic pyrite varieties are consédieio contain the most gold.

The pyrite contained within quartz veinlets is thest widespread within the deposit, but is
considered to be low grade, from 0.02 g/t Au to @/8 Au. The thickness of the
quartz-pyritic veinlets ranges from fractions ahadlimetre to 2 cm and they occur in the host
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rocks with densities ranging from 1 veinlet per 4tm5 to 6 veinlets per 17 The quartz in
the veinlets is white, semi-transparent and amarpho

The quartz mineralisation is localised in veins and veinlets which usualgvé lens-like
shapes, thicknesses ranging from 0.2 cm to 0.5dreargths ranging from a few centimetres
to several metres. Quartz vein fields and zonescanfined to the southern limb of the
Rudnaya anticline. They are located within the-latiitudinal zones (strips) of scattered
guartz and quartz-sulphide mineralisation. Théritigtion of quartz vein material in these
strips is uneven and intervals with elevated cotraéions alternate with barren areas. Only
the areas which have undergone additional hydrothlealteration are considered to be of
interest. The veinlets are divided into two typéshular sub-latitudinal veinlets with
consistent dimensions and strike, and sub-horizoatal sub-meridional veinlets with
inconsistent sizes.

Gold is predominantly found in joints with pyrite m the form of inclusions in pyrite. At
the same time the highest gold-bearing variety yoite is the "porous” variety which also
hosts inclusions of chalcopyrite, galena, sphaeffdhl ore and pyrrhotite. Inclusions of
native gold in pyrite can occur with joints withlgaa, chalcopyrite or sphalerite inclusions.
The size of the gold grains ranges from 1 um to| 130 with an average size of 30 um to 70
um. The surfaces of gold grains forming jointshwityrite are smooth, the edges may
slightly "branch"; skeletal gold crystals are rare.

In addition, free gold is also registered, whiclclgracterised by smooth surfaces and sizes
of up to 200 pm.
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6.0 DEPOSIT TYPE
The geochemical signature of the ore field and Kinasnoe deposit is reflected in the
secondary dispersion haloes of gold and low-contrakes of silver, arsenic, copper, lead
and zinc.

In mineralogical terms, the Krasnoe deposit is dieed as a gold-quartz low-sulphide type
of formation.
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7.0 EXPLORATION

A systematic geological survey of the territory degn 1937. From 1937 to 1958, the
1:200000 and 1:100000 scale geological surveys wamgleted, and specialised geological
and geomorphological studies were performed. TR6QDOO and 1:100000 scale geological
maps were produced based on these results. Funtlitbe late 1950’s to early 1960’s a
region of the Bodaybo synclinorium was geologicalsyed on 1:50000 and 1:25000 scales.
Geological surveying was accompanied by generasgacting. In 1968, the work on
drawing up the 1:50000 scale geological maps waspteied. Considering the structural
setting analysis and the criteria and signs of goideralisation, the area was sectioned into
prospective and priority areas for more detailedlists.

From 1971 to 1974, the East Siberian Research amklBpment Institute of Geology,
Geophysics and Mineral Stock (VostSibNIIGGIMS) asald localised patterns of hard-rock
gold in the central part of the Lena gold field déhson previous studies and drafted a
1:100000 scale map of gold mineralisation for tloel®/bo Area supported by forecasts and
outlook assessments for hard-rock gold sites.

The Krasnoe veinlet-disseminated morphological maihdeposit was identified within the
cognominal ore field during the course of idengfion of the potentially ore-bearing areas
within the complex syncline in the Bodaybo ternytérom 1978 to 1979.

During 1981 to 1983, exploration was completed wvitthe Artemovsky ore cluster.
Prospecting traverses, lithogeochemical and qusutzeys, trenches and core drill holes
were completed within the Krasnoe ore field. Asesult, three quartz-sulphide zones were
identified and traced within the mineralisationareTwo ore bodies were identified in the
No. 1 quartz-sulphide zone. The first ore body wlassified as €category gold reserves,
estimated at 1 t. The second ore bodyasaRegory prognostic resources, estimated at 1.4 t.
Within zone No. 3, at depths of between 150 m t0 80 two "blind" ore bodies with the
strike lengths of up to 900 m, thicknesses from @2 m and average grades of between
2.0 g/t Au to 2.6 g/t Au were identified. The toRy category prognostic resource of the
mineral occurrence was 19.3 t of gold at an avegagde of 2.57 g/t Au. The estimate was
completed using the following parameters: cut-afidg 1 g/t Au; minimum commercial
block grade 1.5 g/t Au and minimum thickness of baies set at 3 m. A negative
assessment was reported for the remaining area.

From 2004 to 2005 exploration continued within snoe ore field. As a result, the
Verkhne-Bodaibinskaya anticline structure, espgcialithin its periclinal closure, was
detailed and the control factors of the gold mifisasion were described. Eight gold-bearing
zones were identified within the outlined zonesimEnsive sulphide mineralisation and
silicification in the project area within the Verké+Bodaibinskaya anticline.

From 2010 to 2012, the Krasnoe mineral occurrenae imvestigated by prospecting and
estimation operations. The work included driftinfy surface mine workings and core
drilling. Based on these results, the option-bjieop reserve calculations and prognostic
resource estimates for three cut-off grades (0t7Ag/ 1.0 g/t Au and 1.3 g/t Au) was
produced. The £category reserves were declared at 34,032.58 kmldfwith an average
grade of 2.28 g/t Au, and the prognostic resoufaethe R category totalled 31,062.68 kg of
gold at an average grade of 2.55 g/t Au apdd@egory resources were 26,299.59 kg of gold
at an average grade of 3.04 g/t Au.
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Currently Krasny LLC is still completing exploraticat the mineral occurrence, which will
result in the preparation of a cut-off grade estiomareport, calculation of reserves and
registration of these reserves on the state balarfémce 2011 up to the end of 2015,
31,500 m were drilled and about 10,000 m of treachere excavated.
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8.0 SAMPLE PREPARATION, ANALYSES AND SECURITY

All surface workings and drill hole cores were séadp Sampling was carried out according
to established Russian standards.

8.1 CHANNEL SAMPLING

Channel samples were collected using machine/mamedhods taking into account the
lithology. Channel sections of 10 cm by 5 cm amthBby 5 cm were excavated. The entire
length of a trench was sampled. After the chasariple material was collected, the channel
was cleaned with a brush or a broom and the swgepuere added to the sample material.
The following equipment was used for channel samgplangle grinder, electric hammer,
diamond discs and rock chisels. The samples wackaged into double bags with a dense
polyethylene inside layer.

The determination of the optimum channel sectiors warried out via test studies. In
addition to the sample collected from the main dehmwith a section of 3 cm by 5 cm, a
sample from the adjacent twin channel with theisacdf 5 cm by 10 cm from the same
interval was collected. This provided a total of &adjacent twin samples collected.
Comparative analysis of the results showed a goodargence, and the researchers came to
the conclusion that the 3 cm by 5 cm sections wepeesentative and could be used as the
primary size section.

For sample processing quality control each batckanfiples was supplemented with blank
samples; previously samples of Chamotte were uséldeablank sample material. Currently
barren material from the prospecting and estimatoh holes analysed in the analytical

laboratory of “Stewart Geochemical and Assay”, L{{@oscow) is used. These samples
have been analysed using the fire assay methodanittitomic absorption finish and have a
gold grade of <0.01 g/t Au. Operational internahitol was undertaken using standard
samples which were included into each sample senhfor analysis to the main laboratory.

8.2 CORE SAMPLING

Core drill holes were sampled after photographicudeentation and detailed geological
logging. Samples were collected from the bed rotirvals of the drill core, the capping
loose alluvial-deluvial deposits were not sampléithe sampling intervals were determined
taking into account the geological boundaries dedrécovery of the core during the drilling
runs. Intervals with a core recovery differencenwbre than 5% to 10% were sampled
separately.

Within the mineralised zone, the average lengtlsasfiple intervals was 1 m, in the host
rocks it was 2 m. In order to improve the représtreness of the sampling in 2011, the
whole core, with the exception of specimens caflédor mineralogical and petrographical

study, were collected into the sample. Later theeace of coarse gold in the ores of the site
was proved, and starting from 2012 half of the eeas sampled.

Core splitting was carried out on site using a ceme with diamond discs, diameter of
350 mm. Samples were crushed to the size of 7och®tcm, and were packed into double
bags with a polyethylene internal layer and extdiamger of jute. The average sample weight
collected from the ore zone intervals was 4.0 kgnfthe host rocks intervals it was 8.0 kg.
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Blank samples for sample processing quality contrete added to each batch of samples.
Operational internal control was also undertakengustandard samples which were included
into each sample batch sent for analysis to thenrfeboratory. On average every™5
sample was a standard sample.

8.3 SAMPLE PROCESSING AND ANALYSIS

The sample preparation was carried out accordinegsample processing flowsheet shown
in Figure 8.1.

Figure 8.1: Processing Flowsheet for Channel Samgle

Blank, Every 50th Sample Source Sample: Core d=63 mm, Q=8kg

Core Sawing

Crushing Geological duplicate 1/2 of core
-2 mm
Grinding, -0.3 mm, Q=4 kg
+0.3
Screening -0.3 mm
Analitical Duplicate
0.5 kg Geological Duplicate for Storage
Laboratory i (3 kg)
Sample, 0.5 kg )

N Grinding, -0.074 mm
+0.074 -

Screening -0.074 mm

Fire Assay Sample, 0.5 kg

After registration, the initial sample was placedbi an electric furnace. After drying, the
sample was weighed, sent to the crushing departar@htsubjected to two-stage crushing
(jaw crusher, roll crusher).

Then a weighed sample of 1 kg was collected froen-thmm class crushed sample material
using the quartering method. Before the weighedpéa was collected the sample material
was thoroughly mixed. Subsequently this materias$ @round to the size of -0.074 mm, and
a weighed sample of 200 g was collected from tlempl material for fire assay.

Every 50" sample, sent for analysis was a standard samfilasny LLC uses gold-bearing
ore material acquired from Irgiredme, JSC (Irkutak)the sample standard. Two types of
standard samples were used during the batch pimgessSR AuBL-IATs-09 grade of
<0.005 g/t Au and ZSR IATs-10-11 grade of 0.5 git#0.03 g/t Au.
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Samples were packed into paper envelopes andcordance with the register, placed into
polypropylene bags, tied and sealed. The resshraple material weighing around 750 g to
800 g was packed into paper envelopes, placedlyprapylene bags in accordance with the
register, tied, labelled with the register numbed aent to the warehouse. These duplicate
samples are stored in the warehouse, and, wherssage weighed samples for check
analyses and other types of analyses are colléctedthem.

Before 2014, the chemical analyses were compleje&tbwart Geochemical and Assay,
LLC (Moscow) by the fire assay method with a detectimit of 0.01 g/t Au. Currently the
samples are assayed in the GV Gold (VysochaishysGpJaboratory by " category
accuracy quantitative fire assay, accurate withenringe of 0.1 g/t Au to 100 g/t Au. The
external control is carried out using the fire gsseethod in the SGS Vostok Limited CJSC
laboratory in Chita. In total, the database cargdire assays of 34,302 core samples, and
19,333 channel samples collected from trenchekjdimgy the check channel samples.

8.4 QA/QC ANALYSIS

The internal control samples are collected fromlidages of the regular samples in the on the
basis of around 2% of the total number of sampkegortion of these duplicates, around 1%
of the total, is sent to the external control latory. The fire assay results are systematically
checked using standard samples. Evet)) &mple sent for analysis is a standard sample.
Krasny LLC uses gold-bearing ore material acquifi@sn Irgiredmet OJSC (Irkutsk) as
standard samples. Three types of standard samplesused: ZSR AuBL-l1ATs-09 grade of
<0.005 g/t Au, ZSR IATs-10-11 grade of 0.5 g/t AWDH3g/t Au and ZSR IATs-8-12 the
grade of 0.4 Au gf/t.

In Micon’s opinion, for an adequate internal andeexal control, the number of control
samples should be not less than 5% of the totalbeurof regular samples (not less than 30
samples for each of the 4 classes according te stabhdard and internal regulations of the
laboratory).

Micon carried out its own analysis of quality catior internal assays (626 pairs from 2014
to 2016) and external assays (388 pairs from 202016).

8.4.1 Internal Control

The general results of the internal quality contnadlysis carried out by Micon are displayed
in Table 8.1 and Figure 8.2.
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Table 8.1: Analysis of the Internal Quality Control Results 2014 to 2016

Grade Class | pairsof | O3S | M average | pars | Absoute | Eror
(9/t Au) (9/t Au) (9/t Au) Error (%)

<0.3 141 0.147 0.205 0.176 0.063 37.6%

0.3-0.5 78 0.392 0.370 0.381 0.059 18.8%

0.5-07 67 0.590 0.571 0.580 0.085 16.7%

0.7-1.0 82 0.842 0.829 0.835 0.129 16.9%

1.0-5.0 194 2.524 2.484 2.504 0.261 11.6%

>5.0 65 7.925 7.497 7.711 0.603 8.7%

Figure 8.2: Internal Control - Mean Absolute Error by Grade Classes 2014 to 2016
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The results of the analysis show that the mearr efrthe analysis naturally decreases with
the increase in the gold grade from 37.6% for tde g/t Au class to 8.7% for the >5 Au g/t
class.

Figure 8.3 displays a comparison of the originadl auplicate analyses for each pair of

samples. It is evident from the diagram that aificant number of samples are within the

absolute error range of +20%. In addition a Igvgecentage of samples for the grade interval
of 0.1 g/t Au to 1.1 g/t Au fall outside of the ahgte error range of £20% which is typical.

Figure 8.4 illustrates the accuracy of the labosatmalyses based on the internal control

results. The bulk of the data (90%) has an absdaubr of less than 50%, and the error of a
50% of the analyses does not exceed 9.6%.
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Figure 8.3: Internal Control - Comparison Control Comparison of Original and Duplicate Assays
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Figure 8.4: Internal Control - Correlation of the Original and Duplicate Assays 2014 to 2016
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8.4.2 External Control

The general results of the external quality cordrmlysis carried out by Micon are displayed
in Table 8.2 and Figure 8.5.

Table 8.2: Analysis of the External Quality ControlResults 2015 to 2016

orade Class | pairsof | O3S | M average | pars | Absoute | Eror
(9/t Au) (9/t Au) (9/t Au) Error (%)

<0.3 133 0.103 0.137 0.120 0.032 36.6

0.3-0.5 10 0.405 0.383 0.394 0.062 16.6

0.5-07 65 0.599 0.590 0.595 0.140 25.4

0.7-1.0 54 0.857 0.872 0.865 0.174 20.4

1.0-5.0 107 2.193 2.040 2.117 0.283 14.8

>5.0 20 6.771 6.940 6.855 0.394 5.9

Figure 8.5: External Control - Mean Absolute Error by Grade Classes 2015 to 2016
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A general pattern of the mean error decreasing tiéhincrease in the gold grade from
36.6% for the <0.3 Au g/t class to 5.9% for the 3\g/t class, is registered here as well.
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Comparison of the original and duplicate analysasefach pair of samples presented in
Figure 8.6 shows that a significant number of sasalre within the absolute error range of
+20%. However, for the grade interval of 0.5 git # 1.0 g/t Au, a considerable dispersion
of the points, representing the analyses pairspfaside of the absolute error range of +20%.

Figure 8.6: External Control - Comparison of Original and Duplicate Assays
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Figure 8.7 illustrates the accuracy of the labosatmalyses based on the external control
results. The bulk of the data (85.8%) has an albsdrror of less than 50%, and the error of
50% of the analyses does not exceed 14%.
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Figure 8.7: External Control - Correlation of the Original and Duplicate Assays 2015 to 2016

10.000

1.000

0.100

Absolute Error of the Mean (g/t Au)

0.100 1.000 10.000 100.000
Mean of Paired Assays (g/t Au)

In general, the gold fire assay results show satisfy convergence and can be used for
resource estimation. However, direct comparisorthef original and duplicate samples
reveals a significant dispersion of data beyonddtier margin of £20%. The most likely
reason for this is insufficient attention duringetBample preparation processes. Micon
recommends that the sample preparation processakldbe investigated.

Krasnoe Gold Deposit 33 November 2016



MICOoN |,

INTERNATIONAL CO LIMITED | consultants

9.0 MINERAL RESOURCE ESTIMATES

9.1 NPF GEOPROGNOZ RESERVES

Krasny LLC

In April 2016, NPF Geoprognoz drafted the cut-afhde estimation report with the reserve
calculations for Krasny LLC. In accordance witlistestimate the £category reserves for

the central part of the Upper ore body as %tJanuary 2015 totalled 6.317 Mt of ore
containing 9,767 kg of gold at an average grade%8 g/t Au.

9.2 MIRAMINE RESOURCE ESTIMATE

A mineral resource estimate for the Krasnoe depmsaccordance with the guidelines of the
JORC Code (2004), was first prepared by the Russtempany Miramine in 2013. The
mineral resources were estimated at a cut-off ge@e8 g/t Au within the optimum open pit

designed for a gold price of US$1,670/0z.

25" March 2013.

Table 9.1: Krasnoe Deposit Mineral Resources as 86" March 2013

Tonnage Gold Gold Gold

JORC Category (M) (g/t Au) ® (Moz)
Indicated 4.3 1.53 6.6 0.21
Inferred 225 1.60 36.1 1.16

9.3 MICON RESOURCE ESTIMATE

Table @splays the mineral resources as at

The Krasnoe deposit mineral resources were estilateMicon utilising Surpac software
for the block modelling.

The mineral resources estimated by Micon are basedlata from 163 drill holes and
34 trenches. The basic gold statistical parametere calculated and the sample grades
were composited (adjusted to an identical lengtterual) and subjected to additional
statistical processing. The block model was basethe composites and the block model
tested for errors.

In accordance with the guidelines of the JORC Q@@42) the estimated mineral resources
were classified as Indicated and Inferred.

9.3.1 Database

All new exploration data are promptly input intettatabase by Krasny LLC. The database
contains the drill hole collar coordinates, sanglintervals, assay results, inclinometry,

lithology and secondary alteration rock detailsiececoveries, drilling and trenching dates,
the personnel engaged in the drilling, mining arghing, etc.

The drill hole and trench data contained in theablase and used to calculate the mineral
resources are summarised in Table 9.2.
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Table 9.2: Drill Hole and Mine Workings Data Contained in the Database

Number of Drill Minimum Maximum Average Total
Type Holes/Trenches Depth/Length Depth/Length Depth/Length (m)
(m) (m) (m)
Drill Holes 163 26.7 450.4 194 31,490{9
Trenches 34 78 890 312 10,60p

The minimum sample length is 0.15 m, the maximuni52m, with the average
approximately 1 m. In total 9,325 core and charsshples were used to calculate the
resources. The inclinometry of the drill holes wasiged every 10 m down the shaft. Table
‘Survey’ contains 3,389 records on the drill holglsafts curving.

The database underwent a number of checks forromation of its compliance with certain
rules and for elimination of the overlapping int&s: No errors were detected.

9.3.2 Wireframes of Mineralised Zones

The ore zones were contoured using the cut-offey@d0.4 g/t Au. In addition for low
grades in marginal samples preference was givgroiagps of two to three samples and single
samples were only included within the contour grdhnwere a relatively high grade (not less
than 1 g/t Au). The contours were referencedeattid of the samples in the drill holes.

Figure 9.1 displays the contours of the Upper avdybdivided into two ore zones: the
Southern and the Northern.

Figure 9.1: Contours of the Upper Ore Body
(Blue — Northern Ore Zone, Black — Southern Ore Zoa)
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In total

nine

wireframes were constructed, this includes fivenglied ore zones and four for smaller
lense-like bodies. Figure 9.2 displays the retapwsition of the ore zones in plan view.

Figure 9.2: Krasnoe Deposit Ore Zones (Plan View)

N

Upper Sou

9.3.3

Geostatistics

Intersections of the drill holes with the wireframe&re recorded into the database using
Surpac software. Coordinates of the central pahthe samples were calculated and used
for the estimation of the statistical parametesad #re displayed in Table 9.3.

Table 9.3: Main Statistics for Gold

Area Sampling Nug}ber Minimum | Maximum Mean Median Star_1d_ard Coefélfment
Type Samples (g/t Au) (g/t Au) (g/t Au) (g/t Au) | Deviation. Variation
Channel 1,016 0.000 17.156 1.1349 0.613 1.53b 1.349
Upper Core 7,429 0.000 107.895 0.912 0.37( 2.25% 2.471
Total 8,445 0.000 107.895 0.939 0.410 2.182 2.32p
Lower Core 760 0.000 22.643 1.422 0.726 2.219 1.5641
Lower Western Core 119 0.001 4.070 0.519 0.190 0.827 1.591
Channel 1,016 0.000 17.156 1.1349 0.613 1.53b 1.349
Total Deposit Core 8,308 0.000 107.895 0.953 0.39( 2.243 2.353
Total 9,324 0.000 107.895 0.973 0.420 2.178 2.23f

9.34

Top-Cutting of Outlier Assays

In order to determine the outlier threshold, th&rihution of grades in the sample population
falling within the wireframe models was examindeigure 9.3 shows a log-probability plot

for gold grades and Table 9.4 displays the stasisparameters used for the determination of
the outlier grades.
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Table 9.4: Statistical Parameters for the Determinton of Outliers

Parameter Value
Number of Samples 9324
Mean 0.973
Standard Deviation 2.178
Mean+2 SD 5.329
Mean+3 SD 7.506
95 Percentile 3.575
99.5 Percentile 10.516

Figure 9.3: Cumulative Frequency Distribution of Gdd Assays
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The threshold limit value was selected visuallydeyermination the break of the smooth line
in Figure 9.3 considering the statistical parangetein Micon’s opinion, the gold grades
exceeding 19.23 g/t Au represent outlier gradedHerKrasnoe deposit. In the absence of
additional information on these high grades it wiggided to restrict all outliers to this
specified value. There were nine outliers repriasgr0.1% of the total number of assays.
The main statistical parameters calculated forgblel grades after restriction of the outlier

assays are displayed in Table 9.5.

Krasnoe Gold Deposit 37

November 2016



mMicon

mineral
industry

INTERNATIONAL CO LIMITED | consultants Krasny LLC
Table 9.5: Main Statistics for Gold Grades after Reoval of Outliers
Area Sampling Nurgfber Minimum | Maximum Mean Median Standard Coefélfment
Type Samples (g/t Au) (g/t Au) (g/t Au) (g/t Au) | Deviation. Variation
Channel 1,016 0.000 17.156 1.139 0.618 1.53b 1.349
Upper Core 7,429 0.000 19.230 0.888 0.370Q 1.599 1.8Q0
Total 8,445 0.000 19.230 0.918 0.410 1.593 1.73%
Lower Core 760 0.000 19.230 1.414 0.724 2.149 1.520
Lower Western Core 119 0.001 4.070 0.519 0.190 0.827 1.591
Channel 1,016 0.000 17.156 1.139 0.618 1.53b 1.349
Total Deposit Core 8,308 0.000 19.230 0.931 0.39Q 1.65¢6 1.779
Total 9,324 0.000 19.230 0.954 0.420 1.645 1.72%
9.3.5 Compositing

The length of 1.0 m was selected for compositirg gbld grades as this is closest to the
average length of the sampling interval. Compesitere generated from the database for
each of the nine wireframes using the Surpac liggsnent algorithm permitting a variation
of the sample’s length within the first percentem the set value. In this case the data loss
was minimised and the length of the bulk of the posites varied from 0.97 to 1.04 m. The
main statistical parameters for the compositesisayed in Table 9.6.

Table 9.6: Main Statistics for Composite Gold Grade

Jaenn Sampling Nurgfber Minimum | Maximum Mean Median Standgrd Coefélfment
Type Samples (g/t Au) (g/t Au) (g/t Au) (g/t Au) | Deviation. Variation
Channel 1,000 0.000 13.500 1.139 0.643 1.463 1.284
Upper Core 7,219 0.000 19.230 0.889 0.411 1.50( 1.687
Total 8,219 0.000 19.230 0.920 0.440 1.498 1.629
Lower Core 750 0.000 19.230 1.406 0.761 2.019 1.436
Lower Western Core 121 0.001 4.070 0.511 0.190 0.817 1.60]
Channel 1,000 0.000 13.500 1.139 0.643 1.463 1.284
Total Deposit Core 8,089 0.000 19.230 0.932 0.430 1.55¢ 1.670
Total 9,089 0.000 19.230 0.954 0.459 1.547 1.621
9.3.6 Variography

To determinate the nugget effect value a downhaleogram was calculated using the
sample composites falling within the wireframesg(ife 9.4).
nugget effect value is small - 0.19.
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Figure 9.4: Downhole Variogram to Determine the Nuget Effect Value
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Additional experimental variograms were createdtf@ Upper ore body and their models
taking into account the earlier determined nugdfeice An example in Figure 9.5 displays
the variogram created along the strike of the Ugpethern mineralised zone.

No reliable variograms were created for the Lowees body due to insufficient data.
Therefore the interpolation was carried out usiadding elements.

Figure 9.5: Experimental Variogram along the Strikeof the Upper Southern Mineralised Zone and
Model
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9.3.7 Search Ellipsoids

The parameters from the semi-variogram models wesed to determine the size and
orientation of the search ellipsoids for each waefe. This information is presented in
Table 9.7.

Table 9.7: Parameters of the Search Ellipsoids

Area Bearing Plunge Dip Search Rgdius along Me_\jor /_ Me_\jor/

©) ©) ) the Major Axis Semi-Major Minor
Upper Southern 293 19 -79 52 3 5
Upper Northern 295 29 -65 35 2 3
Lower 1 298 0 -62 45 2,5 4
Lower 2 296 0 -55 45 2,5 5
Lower Western 296 0 0 45 1 2

9.3.8 Block Model

The unit cell dimensions of the Krasndeposit block model are 20 by 10 by 5 m. These
dimensions correspond to the best fit for the nahsation morphology and the sample data
distribution. For each block model cell, the Surpartial Percentage function calculated the
percentage for entry into the wireframe modelsis Talue was used later for the mineralised
zone volume calculations. The block model parametee presented in Table 9.8.

Table 9.8: Block Model Parameters

Parameter X Y Z
Minimum Coordinates 367,700 6,463,700 550
Maximum Coordinates 369,500 6,464,600 1,05(
Block Size (m) 20 10 5
Rotation 0 0 0

9.3.9 Block Model Estimation

The inverse distance weighted method with poweiD8W®) was used for the block model
estimation. A minimum of three and and a maximuintem samples falling within the
corresponding wireframes were used for the intatpmh of each cell in the block model.
The influence of one drill hole was restricted hoee samples. In the majority of cases the
interpolation was conducted in two runs; the seaomdwas applied if the number of samples
falling within the ellipsoid was less than two. tims case the search radius was increased
twofold. If there were blank cells after the sedoan, then a third run was performed with
the initial radius increased four-fold.

Figure 9.6 displays a 3D view of the Krasmposit block model.
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Figure 9.6: 3D View of the Block Model
View from the Northeast

9.3.10 Block Model Verification
The block model verification included the following

» Visual comparison of the grades in the drill holeth the grades in the block model
cells; and,
e Comparison of the composites declustered within ¢dbs with the interpolated
grades.
9.3.10.1 Visual Comparison of Drill Hole and Block Model Grades

Visual comparison of the grades in the drill hokesd in the block model cells was
completed. The comparison did not detect any nahtdrias. An example of such
comparison is demonstrated in Figure 9.7.
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Figure 9.7: Comparison of Drill Hole and Block Modé Cell Grades
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9.3.10.2 Comparison of Declustered Composites and Block Moti&rades

All composites falling within the block model cellgere declustered, i.e. the average value
was calculated for these composites and assignéet tooordinates of the centre of that cell.
The average grades for the points were importexdthrg block model for comparison of the
grades of the composites and the interpolatedveglles. This analysis provides insight into
the accuracy of the grade interpolation. The tesyubiagram is presented in Figure 9.8.

The diagram demonstrates that the dispersion afiegali.e. their deviation from the
regression line 1:1, is not significant. The clatien coefficient between the pairs of values
is 0.73, which is indicative of a good convergeatthe data.
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Figure 9.8: Comparison of Declustered Composite and Block Modébrades
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In addition m@ired diagrams of the interpolated and declustataa distribution were
constructed. Figure.9 shows that the distribution curves are very elc The good
correlation of interpolated and declustered datdicates that in the course of t
interpolation, the goldrades were not excessively “dispersed” or smoottigdn the block
model.

Figure 9.9: Comparison of the Grades of Gold in the Declustere@omposites and the Block Model Cel
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9.3.11 Mineral Resource Classification

The mineral resources estimated within the wireganvere classified in accordance with the
guidelines of the JORC Code (2012). The minersbueces were assigned to the categories
of Indicated and Inferred. The categorisation ased on the following principles:

* Those cells of the block model that fall within teploration grid of 40 m to 50 m by
40 m to 50 m were assigned to the Indicated cayegod,

e Other cells which did not satisfy these conditiomere assigned to the Inferred
category.

Figure 9.10 illustrates the Krasnoe deposit bloatdet, the cells of which are coloured
according to the assigned categories (Indicategeng Inferred — blue).

Figure 9.10: Krasnoe Deposit Classified Mineral Resirces
(Plan View from the Northeast)

9.3.12 Krasnoe Deposit Resources at Different Cut-Off Grads

This section is presented solely for the informadiopurposes as it describes mineral
resources not defined using the guidelines of @RQ Code (2012), but resources in general
for the block model (Table 9.9). According to Ak 20 of the JORC Code (2012) “a
mineral resource is not an inventory of all minisation drilled or sampled, regardless of
cut-off grade, likely mining dimensions, location @ntinuity. It is a realistic inventory of
mineralisation which, under assumed and justifigdblghnical, economic and development
conditions, might, in whole or in part, become emoically extractable.”
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Table 9.9:Krasnoe Deposit Mineral Resources as at*lJanuary 201¢
(for a Range of Cut-Off Grades)

Cut-off Indicated Mineral Resources Inferred Mineral Resources
(gh) Tonnage| Gold Gold Gold Tonnage| Gold Gold Gold
(kt) (g/t Au) (koz) (t) (kt) (g/t Au) (koz) (t)

0.0 11,113 0.8¢ 307 9.54 20,722 1.18 786 24.44
0.1 10,028 0.9t 305 9.49 18,937 1.29 783 24.35
0.2 9,240 1.01 301 9.37 17,604 1.37 777 24.16
0.3 8,421 1.0¢ 295 9.17 16,078 1.48 765 23.79
0.4 7,592 1.17 285 8.88 15,009 1.56 753 23.41
0.5 6,710 1.2¢ 273 8.49 13,282 1.71 728 22.65
0.6 5,919 1.3¢ 259 8.05 11,902 1.84 704 21.90
0.7 5,232 1.4¢ 245 7.61 10,725 1.97 680 21.15
0.8 4,588 1.5¢ 229 7.12 9,851 2.08 659 20.49
0.9 3,927 1.67 211 6.56 9,354 2.145 645 20.07
1.0 3,414 1.7¢ 195 6.08 8,747 2.229 627 19.49
1.1 2,941 1.9C 179 5.58 8,179 2.31 608 18.90
1.2 2,559 2.01 165 5.14 7,385 2.435 578 17.99
1.3 2,231 2.12 152 473 6,673 2.562 550 17.10
1.4 1,965 2.2 141 4.37 5,836 2.738 514 15.98
15 1,738 2.3:2 130 4.04 5,533 2.809 500 15.54

Figures 9.11 and 9.12hew the tonnagegrade curves for Indicateand Inferredmineral
resources, respectively.

Figure 9.11: TonnageGrade Curve for Indicated Mineral Resources at Diferent Cut-Off Grades
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Figure 9.12: TonnageGrade Curve for Inferred Mineral Resources at Different Cu-Off Grades
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The mineral resource estimates for the Krasnoesigpaking into account the final mini
contour and developed in accordance with the gumeelof the JORC Code (2012),
presented in Section 10 thfis repori
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10.0 MINING AND MINERAL RESOURCE ESTIMATES
10.1 MAIN TECHNICAL SOLUTIONS AND MINING PARAMETERS

At the time of preparation of the present repdrg technical solutions associated with the
development of the Krasnoe deposit have not besimostted to the extent which would
allow deposit ore reserves to be estimated in derme with the guidelines of the JORC
Code (2012), i.e. with the detalisation at the lesea Preliminary Feasibility Study or
Russian Cut-Off Grade Estimation Report for theeress. Therefore Micon has not
completed an assessment of the deposit’s reserves.

The preliminary analysis, associated with the ngroperations, was performed to construct
a final outline of mining operations that is reguirfor the deposit’s resource evaluation. the
final mining outline was prepared on the basishef deposit block model, which is reviewed
in the previous sections of the present reporgufés 10.1, 10.2, 10.3 display the plan view
and sections of the model illustrating the geomefrihe mineralised zones. The cells in the
model containing no gold are hidden in the diagranifie elevations of the mineralised
zones range from 590 to 1,000 m. The elevationghef topography within the site
immediately over the deposits range between 900 lp20 m (see the ground surface land
contour presented in Figure 10.1). The identifieel bodies outcrop under the scree in the
southeastern part of the site and are traced éptnaf up to 400 m.

Micon proceeded with the assumption, that the Kyasteposit will be developed using the
open pit mining method. Micon did not complete atstailed designs for the mining
operations, but proceeded from the assumptionthieatonventional truck and shovel mining
method with external dumping of waste will be ugse@ccordance with the deposit setting.
The rock will be prepared for excavation usingdhié# and blast method.

In the absence of any geotechnical studies asedciatth the substantiation of pit wall

designs having been completed for the deposit, Mibased its assumptions on the
information available. In particular, the safe @leangles of the pit walls in their final

positions were not determined. Micon took intoaot the available information on the
physical and mechanical properties of the depossthrocks and the expected
hydrogeological conditions, and for the purposethefpreliminary estimation used a pit wall
slope angle of 45 This value is considered to be conservative.
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Figure 10.2: Krasnoe Deposit Block Model — Sectioalong the Strike of the Mineralisation Zones
(Section along the A-A Line)
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Source: Micon 2016
Notes: 1. Section lines for Figure 10.2 are presgimt Figure 10.1.

2. The legend for Figure 10.2 is presented in feid0.4
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Figure 10.3: Krasnoe Deposit Block Model - Sectioracross the Strike of the Mineralisation Zones
(B-B and C-C Lines)
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Notes: 1. Section lines for Figure 10.3 are presgimt Figure 10.1.
2. The legend for Figure 10.3 is presented in feid0.4
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Figure 10.4: Legend for Figures 10.1, 10.2 and 10.3
(Krasnoe Deposit Block Model in Plan View and on S#ions)
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Micon adopted the values of 6.4% for mining lossesl 9.2% for dilution which were
provided by Krasny LLC. These values corresponthé&actual parameters of operation of
similar mining enterprises, they are deemed todpservative.

10.2 FINAL PIT CONTOUR OPTIMISATION

In order to create a final open pit outline on Hasis of the block model, an optimisation
analysis was performed using Whittle software. ®pemisation employed the deposit site
topographic surface provided by Krasny LLC. Opsation was completed using the block
model cells containing both Indicated and Infem@&deral resources.

The parameters used by Micon for the pit optimessatare shown in Table 10.1. Micon
considers it possible to use these values to cdenplee analysis, associated with the
assessment of the deposit’s resources.

Table 10.1: Parameters for the Final Optimised Operrit

ltem Value Comment

Maximum slope angle of the open pit wall

in the final position ) 45 Proposed by Micon

Losses (%) 6.4 Proposed by Krasny LLC, accepted by Micon
Dilution (%) 9.2 Proposed by Krasny LLC, accepted by Micof
Cost of overburden stripping (US$/t) 0.92 Propdse&rasny LLC, accepted by Micon
Cost of ore mining (US$/t) 1.10 Proposed by Krash§, asjusted by Micon
Cost of the oxide ore processing (US$/t) 4.92 Pseddy Krasny LLC, accepted by Micon
Cost of the primary ore processing(US$/t) 4.92 Bseg by Krasny LLC, accepted by Micon
Recovery of gold at the oxide ore processing (% .079 Proposed by Krasny LLC, accepted by Micorﬁ

Recovery of gold at the primary ore processing (%6) 90.0 Proposed by Krasny LLC, accepted by Micoih
General running and administrative costs (US$/t 033.| Proposed by Krasny LLC, accepted by Micor
Royalty, refining, gold transportation (%) 7.0 RiassRoyalty + 1%

Gold Price (US$/0z) 1,200 -
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The optimisation exercise did not use the cut-ofdg, the "cash flow" option was used
instead, i.e. the division into ore and waste wasi@d out on the basis of positive
contribution of each separate block model celhtdash flow.

In accordance with the conventional method, a ssxpief final open pit shells was formed
for the revenue factors ranging from 0.25 to 2® \@lues). For each shell in the sequence,
the price of metal was multiplied by this factarhe calculation carried out for the base-case
metal price value corresponds to the revenue factiole equal to one.

Applying each of the revenue factor values, thenaigation was performed for gold prices
ranging from US$300/0z to US$2,400/0z in incremeafs US$60/0z. Shell No. 1

corresponds to the price of US$ 300/0z and Shell 36to US$2,400/0z. Shell No. 16
corresponds to the US$1,200/0z base-case gold pailcee. Table 5.2 displays the main
parameters of each resulting shell: tonnage of -gelting material in situ, tonnage of
excavated ‘ore’ and overburden, tonnage and theageegrade of metal contained in the
‘ore’. The diagram showing the tonnage of ‘oredamaste and contained gold for the

constructed sequence of pit shells is presentétyure 10.5.
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Table 10.2: Optimisation Results — Parameters of #hFinal Pit Shells

Revenue | Gold Price Gold-Bearing Gold in | Mined Ore .GOld in .GOId N | overburden Stripping Ratio .qurent . Open Pit
ShellNe Factor (US$/07) Material in Situ (kt) Situ (kg) (k) Mined Ore | Mined Ore (k) (th) Stripping Ratio Bottom
(kg) (g/t Au) (t/t) Mark (m)
1 0.25 300 62 181 53 169 2.66 68 1.06 930
2 0.30 360 185 411 137 383 2.14 238 1.33 1.48 921
3 0.35 420 2573 3232 910 2902 1.50 6 994 3.61 84 3. 830
4 0.40 480 2934 3627 1146 3259 1.47 7648 3.44 2.29 830
5 0.45 540 7 766 7 865 3002 7 000 1.24 17 67,6 3.12 2.91 825
6 0.50 600 11 252 10 851 4 933 9 631 1.18 26 970 29 3. 3.67 815
7 0.55 660 23 546 28 790 14 526 26 202 1.36 190 770 9.93 14.88 600
8 0.60 720 23819 29175 15 795 26 557 1.37 194871 10.02 17.05 600
9 0.65 780 24 014 29 354 16 629 26 718 1.36 196 549  10.03 10.60 600
10 0.70 840 24 211 29 627 17 353 26 967 1.36 280 40 10.14 24.85 600
11 0.75 900 24 402 29 848 18 197 27 170 1.36 2@3 g0 10.22 19.37 595
12 0.80 960 24 489 29 934 18 686 27 247 1.36 264 98 10.26 22.61 595
13 0.85 1020 25063 30433 19 494 27 698 1.35 5292 10.39 16.03 595
14 0.90 1080 25 205 30 570 19 98¢ 27 81y 1.34 914 10.44 19.70 595
15 0.95 1140 25 337 30 699 20 374 27 934 1.35 3897 10.51 23.27 595
16 1.00 1200 25478 30 851 20 811 28 073 1.35 220 630 10.60 2491 595
17 1.05 1260 25 483 30 855 21 048§ 28 07y 1.35 7220 10.60 15.34 595
18 1.10 1320 25572 30943 21 317 28 156 1.35 8282 10.66 27.88 595
19 1.15 1380 25598 30953 21 584 28 166 1.34 9282 10.66 6.88 595
20 1.20 1440 25 676 31019 21 834 28 22b 1.35 694 10.71 28.03 595
21 1.25 1 500 25678 31 022 22 013 28 227 1.35 7394 10.71 63.61 595
22 1.30 1 560 25 786 31 116 22 26] 28 311 1.34 6P27 10.80 32.63 595
23 1.35 1620 25795 31118 22 446 28 311 1.34 6227 10.80 4.43 595
24 1.40 1680 25 845 31151 22 611 28 34p 1.34 59838 10.83 22.38 595
25 1.45 1740 25 945 31 216 22 827 28 399 1.34 6330 10.88 26.40 595
26 1.50 1800 25 952 31 223 22 955 28 407 1.34 9230 10.89 37.69 595
27 1.55 1860 25955 31 225 23 074 28 408 1.34 0p31 10.90 31.07 595
28 1.60 1920 25990 31251 23211 28 431 1.34 9781 10.93 34.78 595
29 1.65 1980 25991 31 253 23 324 28 438 1.34 0232 10.93 59.93 595
30 1.70 2 040 26 063 31 301 23 501 28 47b 1.34 0834 11.00 40.52 595
31 1.75 2100 26 067 31 303 23 575 28 476 1.34 0384 11.00 23.44 595
32 1.80 2160 26 166 31 366 23 776 28 530 1.34 8PB6 11.09 38.73 595
33 1.85 2220 26 198 31 385 23 897 28 548 1.34 6327 11.12 28.71 595
34 1.90 2280 26 238 31 415 24 064 28 576 1.33 1239 11.17 40.37 595
35 1.95 2 340 26 336 31 465] 24 218 28 618 1.33 3271 11.23 32.28 595
36 2.00 2 400 26 347 31477 24 294 28 630D 1.33 0p22 11.26 59.06 595
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Figure 10.5:; Diagram of Pit Shell Sequence
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The diagram in Figure 5.5 shows that as the pricenetal increases, the tonnage of rock
mass within the pit shell increases significantiytee transition from shell No. 6 to shell No.

7 (from the price of US$600/0z to the price of U®©z), and then increases smoothly over
the remaining range of reviewed prices. The coethigold tonnage diagram repeats this
pattern. It is important to note the minimum imoent (gain) of all parameters at the

transition to each subsequent final pit shell,tstgrfrom shell No. 7. Analysis of the data

demonstrates that the pit corresponding to the pase (US$1,200/0z) provides for the

mining of 96.8% of ore and 98.1% of gold belonginghe pit shell of the highest revenue

factor (2.0) and gold price (US$2,400/0z). Frois this possible to draw two conclusions:

1. Using the base-case pit optimisation parameteis (@ace, unit costs, pit wall slope
angle, recovery) results in almost all the mineeaburces being minable by open pit
method.

2. For values of the revenue factor of greater tha%o,58he optimisation parameters
have only minor influence on the optimisation résul

Figure 10.6 shows a section along the strike of mhi@eralisation zones similar to
Figure 10.2, but shows the optimised pit shelle (A line in Figure 10.1). The same
symbols were used for the block model cells. #vglent that an increment (gain) of tonnage
at the transition from shell No. 6 to shell No.akes place owing to the lower mineralised
zone in the deposit becoming economically viablene geometry of all subsequent shells
changes less significantly.

It is important to note that even at the highestl goices reviewed, the elongated mineralised
zone in the northwest of the site is not includedhie optimised shells. Low average grades
of gold in combination with the bedding depth oD1% to 200 m do not justify the mining of
this material. Approximately 2.5 tonnes of goltiraated within the block model lie outside
the largest pit shell (generated using a gold pofcdS$2,400/0z); this material clearly does
not demonstrate thesasonable prospects for eventual economic extraction that are required
for inclusion in a JORC-compliant resource estimate

The pit shell corresponding to the base-case gite palue of US$1,200/0z was selected for
the evaluation of the Krasnoe mineral resourceaccordance with the guidelines of the
JORC Code (2012) and for the PEA. This shell mas@&withe income gained for the
development of the deposit at this fixed price. Micon’s opinion, this price reflects
reasonable expectations with regard to the maretitons for the next few years. The
character of the results presented in Table 10 Rigure 10.5 indicates the mineable
resource is not particularly sensitive to the d@dacof a base-case price and corresponding
open pit shell.
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Figure 10.6: Block Model of the Krasnoe Deposit anthe Final Pit Shell
(Section along the Strike of the Mineralisation Zoes)
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Figure 10.7 contains an isometric projection shgwime geometry of the chosen final open

pit contour for the base forecast gold price of U380/0z.

The final pit contour shell represents a uniformvbof sufficiently simple shape. Its length
is about 1,100 m and width of up to 710 m. Thevatien at the deepest point is +595 m

which corresponds to a depth of the pit of appratety 380 m to 400 m.

Figure 10.7: Optimal Final Open Pit Contour - 3D Vew
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Considering that extremely low values of mining gmmdbcessing costs were used in the
optimisation, Micon performed one more optimisatioihthe final contour with the cost
values increased by 1.5 times. The geometry optbduced final pit contour differs very
slightly from the base option. This test calcwaticonfirmed the stability of the produced
final pit contour.

10.3 OPEN PIT GEOMETRY
Micon prepared the preliminary final pit design &@son the chosen optimum final pit
contour created in Whittle at a gold price of U2BD/oz. The exercise was performed to

generate a more accurate estimation of the minesalurces of the deposit.

Micon used the open pit design parameters preseintefable 10.3. The parameters
correspond to the maximum overall final wall anglel5’.

Table 10.3: Parameters for the Open Pit Mining Opeations

Item Value

Final Height of the Bench (m) 20
Bench Slope Angle’) 70
Safety Berm Width (m) 9
One Lane Ramp Width (m) 13
Two Lane Ramp Width (m) 20
Minimum_ Width of the Stripping Ling N 23
(accounting for motor transport turning conditio(1s)

Ramp Gradient (%) 8

The resulting pit design is displayed in Figure810The open pit geometry corresponds to
the geometry of the chosen pit shell created abfgtenisation of the final pit contour, but it
incorporates the presence of ramps, the minimunttvatithe open pit bottom and the design
of the pit walls.

Micon emphasises that the design is the basishiodeposit’s resource evaluation and does
not claim to present associated optimum miningtsmis.
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Figure 10.8: Plan of the Final Open Pit
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10.4 CUT-OFF GRADES

The approach used by Micon for determination of tut-off grades is based on the
assumption that the entire volume of rock mass iwithe optimum final pit contour is
subject to excavation and transportation to théasar From this point of view, the cut-off
grade determines the path of the excavated matewsral the point where it leaves the open
pit. If the income gained at the recovery of métain the material and its sale exceeds the
cost of its processing, than the material reprsserd. Otherwise it is waste rock subject to
transportation to the dump. In its calculationcbh proceeded from the approximately equal
distances of ore and waste transportation. Takitg account this approach the costs of
mining operations were not used in the calculation.

9 November 2016
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The cut-off grades are calculated separately ferakide and primary ore according to the
following formula:

_ Cp+Cyg
m*r*(P—-C9 * OzConv

g

where:

» Cp- direct processing costs, US$/t;

» Cg- general running and administrative costs, US$/t;
* m-mining recovery (100 - losses), %;

e r - processing recovery, %;

e P - price of gold, US$/oz;

e Cs - the cost of goods sold, including the royalty (emal extraction tax), costs of
transportation and refining, US$/t;

» OzConv - ounces-to-grams conversion factor.

The values of these parameters are presented abdable 10.1. Considering the essential
difference in the recovery of the processing ofdexand primary ores, the cut-off grades
were determined separately for the two types of oftae calculated cut-off grades were
0.4 g/t Au for oxide ore and 0.3 g/t Au for primame.

Micon emphasizes the fact that the calculated tfugrade values are applicable only to the
material within the open pit contour - for this uole mining operations are justified by the
final open pit contour optimisation.

10.5 MINERAL RESOURCES

While producing the mineral resource estimate inoetance with the guidelines of the
JORC Code (2012), Micon followed the requiremeat thhere are reasonable prospects for
eventual economic extraction” and limited the voduaf the estimated mineral resources by
the final open pit contour (surface of the desigpid

For the mineral resource estimate, Micon used étmutated gold cut-off grades of 0.4 g/t Au
for oxide ore and 0.3 g/t Au for primary ore.

The mineral resource estimate is completed usiegbtbck model taking into account the
referencing of the block model cells to the JOR@g@garies of the mineral resources.

The mineral resources for the Krasnoe depositmestid and classified by Micon in
accordance with the guidelines of the JORC Cod&ZR@re presented in Table 10.4.
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Table 10.4: Krasnoe Deposit Mineral Resources as at' January 2016
Grade Class Tonnage Gold Gold
JORC Category (g/t Au) (k) (g/t Au) (kg)
Oxide
0.0-1.0 2,912 0.670 1,950
1.0-2.0 1,864 1.363 2,542
indicated 2.0-3.0 450 2.413 1,086
3.0-4.0 129 3.364 434
40-5.0 28 4.446 124
>5.0 19 6.006 111
Total Indicated (Oxide Ores) 5,402 1.157 6,247
0.0-1.0 790 0.624 493
1.0-20 256 1.480 379
Inferred 2.0-3.0 84 2.352 197
3.0-4.0 11 3.369 38
40-5.0 6 4.347 28
>5.0 3 5.851 18
Total Inferred (Oxide Ores) 1,150 1.002 1,153
Total Oxide Ores 6,553 1.129 7,400
Primary
0.0-1.0 1,530 0.617 945
1.0-2.0 617 1.404 867
Indicated 2.0-3.0 218 2.397 524
3.0-4.0 47 3.429 162
40-5.0 5 4.313 22
>5.0 28 6.720 191
Total Indicated (Primary Ores) 2,447 1.108 2,710
0.0-1.0 3733 0.596 2224
1.0-2.0 4074 1.449 5904
Inferred 2.0-3.0 1751 2.414 4226
3.0-4.0 760 3.527 2 683
40-5.0 451 4.447 2 005
>5.0 404 6.278 2 537
Total Inferred (Primary Ores) 11,174 1.752 19,580
Total Primary Ores 13,620 1.637 22,290
Total for the Deposit
0.0-1.0 4,442 0.652 2,895
1.0-2.0 2,482 1.373 3,408
Indicated 2.0-3.0 669 2.407 1,610
3.0-4.0 176 3.382 596
4.0-5.0 33 4.425 146
>5.0 47 6.438 302
Total Indicated 7,848 1.141 8,958
0.0-1.0 4,523 0.601 2,717
1.0-2.0 4,331 1.451 6,283
Inferred 2.0-3.0 1,835 2.411 4,424
3.0-4.0 772 3.525 2,721
40-5.0 457 4.446 2,033
>5.0 407 6.275 2,555
Total Inferred 12,324 1.682 20,732
Total Indicated and Inferred 20,172 1.472 29,690
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11.0 CONCLUSIONS AND RECOMMENDATIONS

Micon’s audit review of the Krasnoe Gold Deposis hed to the following conclusions and
recommendations:

1.

The Indicated and Inferred mineral resources fer dieposit have been estimated
according to the amount of available geologicabinfation and the complexity of the
mineralised zones;

Continued exploration is required to upgrade threeru Inferred resources to a higher
category;

To upgrade the Indicated mineral resources to aserves more detailed
investigations on the geology, processing, hydrlmggo and geomechanics are
required;

Exploration of the flanks of the deposit shouldcbetinued,;

5. For adequate internal and external quality controcedures the number of control

samples should be increased to 5% of the total sumiregular samples;
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12.0 CERTIFICATES
CERTIFICATE OF CO-AUTHOR EVGENY KONDRATIEV

As co-author of this report entitled “Mineral rescel estimate of the Krasnoe Gold Deposit,
Irkutsk Region, Russian Federation”, datetNovember 2016, |, Evgeny Kondratiev, do
hereby certify that:

1) | am employed by, and conducted this assignmentMaron International Co Limited,
Suite 10, Keswick Hall, Norwich, United Kingdom,l.te+t44(1603) 501501, fax
+44(1603) 507 007, e-makondratiev@micon-international.co;uk

2) | hold the following academic qualification:
M.Sc. (Applied Geology) Voronezh University, Rus$81

3) | am a member of the Australasian Institute of Mgiand Metallurgy (Member
# 305355) and a Chartered Professional in theplisei of Geology;

4) | have worked as a geologist in the minerals ingust 34 years;

5) My work experience includes 10 years as an exptorageologist exploring for base
metal deposits, more than 10 years as a mine geblog underground mines and
approximately 10 years as a consulting geologigiresious and base metals;

6) | do, by reason of education, experience and psadral qualifications fulfil the
requirements of a Competent Person as definedeby@RC Code 2012;

7) | visited the Krasnoe gold deposit licence arelawvember 2015;
8) | am responsible for Sections 2.0 to 9.0 and 11.tBis report;

9) I am independent of Krasny LLC, their subsidiari=ir directors, senior management,
and other advisers; | have no economic or beréfinterest (present or contingent) in
the company or in any of the mineral assets benatpated and | will not be remunerated
by way of a fee that is linked to the admissionaue of the issuer; and,

10) As of the date of this certificate, to the bestmyf knowledge, information and belief, the
“Mineral resource estimate of the Krasnoe Gold Dgptkutsk Region, Russian
Federatiohy dated £' November 2016, contains all scientific and techhinformation
that is required to be disclosed to make this Repatrmisleading.

Evgeny Kondratiev, M.Sc., MAusIMM(CP) (#305355)
Senior Geologist

Micon International Co. Limited

Date: 1% November 2016
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CERTIFICATE OF CO-AUTHOR STANLEY CURRIE BARTLETT

As the co-author of this report entitled “Minerasource estimate of the Krasnoe Gold
Deposit, Irkutsk Region, Russian Federation”, daf®dNovember 2016, |, Stanley Currie
Bartlett, hereby certify that:

1) | am employed by, and conducted this assignmentMaron International Co Limited,
Suite 10, Keswick Hall, Norwich, United Kingdom. |.te0044(1603) 501501,
fax 0044(1603) 507 007 e-maibartlett@micon-international.co.yk

2) I hold the following academic qualification:

B.Sc. Geological Sciences University of British @ubia, Vancouver, Canada, 1979;
M.Sc. (Mining Geology) Camborne School of MinesdRgh, England, 1987;

3) | am a registered Professional Geoscientist wighAbsociation of Professional Engineers
and Geoscientists of the Province of British Colianfmembership # 19698); In
addition 1 am a member in good standing of the &gcfor Mining, Metallurgy and
Exploration;

4) | have worked as a geologist in the minerals ingust 36 years;

5) My work experience includes five years as an extion geologist developing tungsten,
gold, silver and base metal deposits, more thagekds as a mining geologist in both
open pit and underground mines and 17 years asnsultimg geologist working in
precious, ferrous and base metals and industriaérais. | have a more than 28 years
experience of mineral resource estimation;

6) | do, by reason of education, experience and psafeal qualifications fulfil the
requirements of a Competent Person as definedeby@RC Code 2012;

7) 1 am responsible for the preparation or supervisibpreparation of all sections of this
Report.

8) | am independent oKrasny LLC, OJSC GV Gold andopy Goldfields AB, their
subsidiaries, their directors, senior management,adher advisers; | have no economic
or beneficial interest (present or contingent) he tompany or in any of the mineral
assets being evaluated and | will not be remungitayeway of a fee that is linked to the
admission or value of the issuer; and,

9) As of the date of this certificate, to the bestrgf knowledge, information and belief, the
“Mineral resource estimate of the Krasnoe Gold Dgptkutsk Region, Russian
Federatiofy dated1®" November 2016contains all scientific and technical information
that is required to be disclosed to make this Repatrmisleading

Stanley C. Bartlett, M.Sc., PGeo. (#19698)
Senior Economic Geologist, Managing Director,
Micon International Co. Limited

Date: 1% November2016
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13.0 GLOSSARY AND ABBREVIATIONS
13.1 GLOSSARY

Activated Carbon: Carbonaceous material with a very high surfaea ased for adsorption
of gold from solution.

Balance ore: Ore that meets the cut-off criteria approved W§Z&nd has been recorded on
the Russian Federation State balance once appbyv&iKZ reserve estimation.

Block Models: Three-dimensional representations of mineralisaticeated using regular-
sized blocks and sub-blocks. The model contaires aefined collection of attributes
associated with every block (sub-block). Valuesitfibutes (first of all - metal grades) are
calculated on the basis of data base represergimgplsng of the deposit. Block model is
reflecting geometry of geological and topographeat@ires and spatial distribution of
guantitative characteristics of the mineral reseurc

Carbon-in-leach (CIL): A gold recovery process in which gold-bearing, asetivated
carbon and cyanide are mixed as slurry. The cyamisolves the gold, which is
subsequently absorbed by and separated from thercar

Carbon-in-pulp (CIP): A method of recovering gold and silver from praghcyanide
solutions by adsorbing the precious metals ontodes of activated carbon, which are
typically ground up coconut shells.

Cataclasis: A deformation process caused by mechanical fractu break-up of rocks
usually associated with metamorphism and faulgomgduces cataclastic rock.

Cut-off grade: The minimum concentration of a valuable componert marginal sample of
the mineral. The cut-off grade is used to deliegxrts of the deposit to be mined.

Cyanide leaching: A method of extracting gold or silver from crudher ground ore by
dissolution with a weak cyanide solution. This nteeyconducted in slurry tanks or in large
external heaps.

Dilution: Waste rock that is, by necessity, removed alonj thié ore in the mining process
subsequently lowering the grade of the ore.

Doré: The final saleable product from a gold mine; oladily smelting the products from
previous processes.

Footwall: Rock located on the underside of a fault, veinrerstructure.

Geological fault: Discontinuity of rock with or without a shift ondhsurface. Faults occur
due to the movement of rock masses.

Gosudarstvennaya Komissia po Zapasam (GKZ) State Commission for Mineral

Reserves. Founded in 1927, GKZ manages mineraives on behalf of the Ministry for
Environmental Protection and Natural Resourceb®Russian Federation.
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Hangingwall: The rock on the upper side of a vein or ore diépos

Hard rock deposit: Primary accumulation of a mineral substance in sililtbat has not
been altered or destroyed near the ground surfeleed rock deposits are opposed to placer
deposits formed by the result of disintegratiomaifd rock deposits and mineralised rock.

Heap leaching: A process whereby valuable metals, usually gold siher, are leached
from a heap, or pad, of crushed ore by leachingtienls percolating down through the heap
and collected from a sloping, impermeable lineobhethe pad.

Host rock: Wall rock that confines the mineral occurrence zone

JORC Code: The Australasian Code for Reporting of Mineral Reses and Ore Reserves
prepared by the Joint Ore Reserve Committee ofAtldralasian Institute of Mining and
Metallurgy, Australian Institute of GeoscientistsdaMinerals Council of Australia. The
current edition is dated 2012.

Mineral Deposit: A body of mineralisation that represents a conegiain of valuable
metals. The limits can be defined by geologicaltaots or assay cut-off grade criteria.

Mineral Reserve: The Russian equivalent of the Western minerawe and ore reserve.
Mineral reserves are subdivided into A, B, &d G categories, depending on the level of
definition and technological study.

Mineral Resource: A concentration or occurrence of solid matemabr on the Earth’s crust

in such form, grade (or quality), and quantity ttiedre are reasonable prospects for eventual
economic extraction. The location, quantity, gra@@ quality), continuity and other
geological characteristics of a Mineral Resource larown, estimated or interpreted from
specific geological evidence and knowledge, inglgdsampling. Mineral Resources are sub-
divided, in order of increasing confidence, intéehned, Indicated and Measured categories.

Off-balance ore: Ore that does not meet the GKZ approved cut-daterza, but is of
potential interest.

Open pit: A complex of mine workings formed in the coursemhing a mineral by open
method; a mining enterprise engaged in open-pitmgiof minerals.

Operational reserves Russian balance mineral reserves that have ddjested for dilution
and losses, and that have been incorporated imio& production schedule.

Ore: Natural mineral formation that contains valuatbdenponents in such compounds and
concentrations that make the mining technically ec@homically feasible.

Ore body: A natural accumulation of ore confined to a certsiructural and geological
element or a combination of such elements thaeelhs been, or demonstrates a reasonable
probability of being mined profitably.

Ore Reserve: The economically mineable part of a Measured @ntfidicated Mineral
Resource. It includes diluting materials and allaees for losses, which may occur when
the material is mined or extracted and is defingastindies at Pre-Feasibility or Feasibility
level as appropriate that include application ofdifiging Factors. Such studies demonstrate
that, at the time of reporting, extraction couldsenably be justified.
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Oxide Ore: Ore which has undergone the process of naturdaban.

Placer: A placer deposit is an accumulation of valuable erats formed by gravity
separation during alluvial sedimentary processes.

Primary Ore: Ore that is in its primary mineralised state ansl hat undergone the process
of natural oxidation.

Pyrite (FeS): Iron sulphide. Sulphide mineral which can camt&fractory gold.

Refractory ore: Ore that resists the action of chemical reagdotsng normal treatment
processes and which may require pressure leachiather means to effect the full recovery
of the valuable minerals.

Stripping ratio: The relation of overburden volume to a minerduwte. A stripping ratio
largely defines the economic feasibility of opet#pining.

Sulphide Ore: Ore which is in its primary mineralised state dras not undergone the
process of natural oxidation.

TEO of cut-off criteria: Russian standard form of reporting. The docuntleat justifies
the cut-off criteria used for reserve estimatidrhese are used to decide upon technical and
economic feasibility of investments into constrantof a mining enterprise.

13.2 ABBREVIATIONS
The metric system has been used throughout thigrtremless otherwise stated. Market

prices are reported in US$ per troy ounce of goldl silver. The following abbreviations are
typical to the mining industry and may be usechis teport.

° degree (angle)

°C degree Centigrade

Ag silver

As arsenic

Au gold

CIM Canadian Institute of Mining, Metallurgy aRetroleum
CIP carbon-in-pulp

CoV coefficient of variation

CRM certified reference material

Cu copper

GKz The State Commission for Mineral Reserves

g/t gramme/tonne

ID3 inverse distance weighting to the power of three
kg kilogramme

km kilometre

km? square kilometre

km thousand cubic metres
koz thousand ounces

kt thousand tonnes

kV kilovolt
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LOM
pm
mm
m

m2
m3
Ma
Moz
Mt
Mt/a
0z
RUB
t

t/a
t/d
t/h
TEO
TKZ
Uss$
VAT
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life-of-mine

micron

millimetre

metre

square metre

cubic metre

Millions of years ago

million ounces

million tonnes

million tonnes per year

ounce

Russian rouble

tonne

tonnes/year

tonnes/day

tonnes/hour
Techniko-Ekonomicheskie Obosnovie
Territorial Reserves Committee
United States dollar

Value Added Tax
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