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10. I have read NI43-101 and Form 43-101F1. This Technical Report is in compliance with NI43-101 and

Form 43-101F1.
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October 21, 2009

File No. 4349

To: The Directors
SouthGobi Energy Resources Ltd.
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Citigroup Global Markets Asia Limited
50th Floor,
Citibank Tower,
3 Garden Road,
Central, Hong Kong

Macquarie Capital Securities Limited
Level 18,
One International Finance Centre,
1 Harbour View Street,
Central, Hong Kong

Subject: Cover Letter to Tsagaan Tolgoi Technical Report Stating Resources

Dear Sirs:

This report summarizes the Norwest Corporation’s (Norwest) findings of a study to determine coal resources
at SouthGobi Energy Resource’s (SGER) Tsagaan Tolgoi deposit, located in the Omnogovi Aimag (South
Gobi province) of Mongolia. Norwest notes that this report has been used as the basis of disclosure to the
Toronto Stock Exchange (TSX) and the Securities Commissions of various Canadian provinces. In addition,
Norwest understands this report will be used as part of SGER’s efforts to place an Initial Public Offering
(IPO) with the Hong Kong Exchange (HKEx).

The Technical Report “Coal Geology and Resources, Tsagaan Tolgoi Property, Omnogobi Aimag, Mongolia”
dated March 25, 2008, is a summary of Norwest’s estimates of coal resources at the Tsagaan Tolgoi deposit.
Except for the receipt of a mining licence, it represents the current status of the Tsagaan Tolgoi Deposit given
that there have been no material advancements to the project since the date of this report. In conducting this
work, Norwest has relied upon information gathered through various exploration programs in 2006 and 2008, in
which Norwest was directly involved. Norwest has also relied upon its prior experience with similar studies on
coal resources within Mongolia. In addition, a Norwest Qualified Person (QP) has made a personal, current,
inspection of the project site and has gathered relevant data. Finally, SGER has provided data used in the
estimate of resources.

This Technical Report was prepared in accordance with Canada’s National Instrument 43-101 Standards of
Disclosure for Mineral Projects, and meeting the criteria set forth in Form 43-101(F1).

Yours sincerely,

NORWEST CORPORATION

Alister Horn
Project Manager

Enclosures: None
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3 SUMMARY

Ivanhoe Mines Ltd. (Ivanhoe) and its wholly owned subsidiary, Ivanhoe Mines Mongolia, Inc. (IMMI) began

exploration activities at Tsagaan Tolgoi in 2004. Norwest Corporation (Norwest) was commissioned to plan,

manage and provide technical supervision to the project commencing in December, 2003. Field exploration

activities commenced in May, 2004, and completed 46 exploration boreholes during that summer.

Ownership of the Tsagaan Tolgoi property was transferred to Southgobi sands LLC (Southgobi sands), a

wholly owned subsidiary of Ivanhoe, during 2007. Subsequent to the transfer, Ivanhoe had sold its coal division to

SouthGobi Energy Resources Ltd. (SGER, formerly Asia Gold Corp), including the Southgobi sands subsidiary.

Norwest designed and managed the continuation of exploration activities in 2006 under the direction of

Ivanhoe. This program saw the completion of an additional 65 exploration boreholes, a hydrologic characterization

program, and a geotechnical characterization program. The level of knowledge available for SGER-controlled

Tsagaan Tolgoi resource area is now sufficient for the estimation of the resource values presented in this report.

The current report is inclusive of exploration activities through the end of 2006. Norwest has previously

provided a Technical Report on this property in accordance with National Instrument 43-101. The July 28, 2006,

Technical Report described the 2004 exploration efforts and the geology of the Tsagaan Tolgoi deposit. As there

was insufficient geologic data at that time, no resource estimate was made or reported.

The Tsagaan Tolgoi coal deposit is located in the Omnogobi Aimag (South Gobi Province) of Mongolia. The

deposit is within the administrative unit of Nomgon Soum, 113 km southeast of the provincial capital of

Dalanzadgad and 570 km south of the nation’s capital Ulaanbaatar (Figure 4.1). It is anticipated that coal

production from the Tsagaan Tolgoi deposit could provide fuel for power requirements of the nearby proposed Oyu

Tolgoi copper/gold project currently being developed.

The coals at Tsagaan Tolgoi are thought to be Permo-Carboniferous in age and are in a similar setting to the

Upper Permian coals found at Tavan Tolgoi. Eight coal seams and series have been identified at Tsagaan Tolgoi

(Figure 9.1). The coals encountered through exploration have been found to be of sufficient thickness and continuity

to be modeled and considered as part of a potential resource.

The coal seams at Tsagaan Tolgoi display rapid fluctuations in seam thickness and in the number and size of

in-seam rock partings. This is likely due to the tectonic nature of the basin, which likely resulted in periods of rapid

fluctuations in sediment supply and water depth within the basin.

The purpose of both the 2004 and 2006 exploration programs were to identify sufficient resources

(approximately 25Mt) to support power generation for the Oyu Tolgoi copper/gold project. Estimated

resources for this area are as shown in Table 3.1. The resources identified through the current exploration

program have been determined to be suitable for surface mining to a maximum depth of 150m.

Resource Area
ASTM Coal

Rank

Measured
(million
tonnes)

Indicated
(million
tonnes)

Inferred
(million
tonnes)

Resources at Tsagaan Tolgoi (150m Depth)

Table 3.1
In-Place Coal Resources Summary, as of December 31, 2007

Tsagaan Tolgoi hvBb and hvCb 23.4 13.0 9.0

Total 36.4 9.0
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Norwest has estimated resources using a geologic model developed with MineSight» software from Mintec

Inc. Volumes were converted to tonnages by the application of representative density values. This coal is of high

volatile bituminous B to C in rank based on ASTM D 388, and is suitable for use as a thermal coal.

In accordance with National Instrument 43-101, Norwest has used the referenced document, the Canadian

Institute of Mining, Metallurgy and Petroleum’s CIM “Definition Standards on Mineral Resources and Reserves”

adopted by CIM Council and last modified on December 11, 2005 and referenced the Geological Survey of Canada

Paper 88-21 “A Standardized Coal Resource/Reserve Reporting System for Canada” (GSC Paper 88-21) during the

classification, estimation and reporting of coal resources for the Tsagaan Tolgoi Property.

The accuracy of resource estimates is, in part, a function of the quality and quantity of available data and of

engineering and geological interpretation and judgment. Given the data available at the time this report was

prepared, the estimates presented herein are considered reasonable. However, they should be accepted with the

understanding that additional data and analysis available subsequent to the date of the estimates may necessitate

revision. These revisions may be material. There is no guarantee that all or any part of the estimated coal resources

will be recoverable.
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4 INTRODUCTION AND TERMS OF REFERENCE

Norwest has prepared this Technical Report at the request of SouthGobi Energy Resources Ltd. Previous

work by Norwest at Tsagaan Tolgoi was done at the request of Ivanhoe Mines Ltd. The coal division of Ivanhoe and

the exploration licenses at Tsagaan Tolgoi were sold to SouthGobi Energy Resources Ltd (formerly Asia Gold

Corp) in May, 2007. Southgobi sands LLC (Southgobi sands), an indirect wholly owned subsidiary of SouthGobi

Energy Resources Ltd. (SGER), is a Mongolian-registered company created to be the operating company which

holds the licenses and permits. Unless otherwise specified and except in cases where relevant, the term ‘SGER’ will

be used in this report to denote any company owned by SouthGobi Energy Resources Ltd, that controls exploration

and mining leases concerning the Tsagaan Tolgoi project.

This Technical Report has been prepared in accordance with National Instrument 43-101. This Technical

Report utilizes data collected at Tsagaan Tolgoi by Norwest as well as SGER and Ivanhoe Mines Mongolia, Inc.

(IMMI). Minor additional data has been gathered from previous Soviet-Mongolian government studies at Tsagaan

Tolgoi.

The Tsagaan Tolgoi coal deposit is located in Omnogobi Aimag (South Gobi Province) of Mongolia and

covers an area of about 10 km2. The property is located 114.5 km west of Oyu Tolgoi, 90 km south of the Tavan

Tolgoi mines, 113 km southeast of the provincial capital of Dalanzadgad, and 570 km south of the nation’s capital

Ulaanbaatar (Figure 4.1).

The Tsagaan Tolgoi coal deposit is contained within two SGER-controlled Exploration Licenses that cover

approximately 88 km2 (Figure 4.2).

The 2006 exploration program at Tsagaan Tolgoi was designed to bring the level of knowledge for the

identified resource areas on SGER holdings to that required for mine planning. In addition to resource definition

drilling, the program included investigation of hydrologic conditions, geotechnical engineering rock properties, and

coal quality analyses.

Norwest has provided on-site management during the 2004 exploration and technical assistance throughout
the 2004 and 2006 exploration programs. The Qualified Person (QP) responsible for this report has personally

inspected the Tsagaan Tolgoi property several times between December 2003 and July 2004 and was on-site for

over 60 days during the 2004 exploration program between April and July 2004. The QP has been involved in the

design and implementation of all described exploration activities, the processing and interpretation of data and in

the preparation of this report. The QP also served as the Norwest project manager during the 2006 exploration

efforts.

The accuracy of resource estimates is, in part, a function of the quality and quantity of available data and of

engineering and geological interpretation and judgment. Given the data available at the time this report was

prepared, the estimates presented herein are considered reasonable. However, they should be accepted with the

understanding that additional data and analysis available subsequent to the date of the estimates may necessitate

revision. These revisions may be material. There is no guarantee that all or any part of the estimated coal resources

will be recoverable.
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5 RELIANCE ON OTHER EXPERTS

Norwest has prepared this report specifically for SGER. The findings and conclusions are based on

information developed by IMMI, SGER and Norwest from data collected through exploration programs

conducted in 2004 and 2006.

Guidance, on-site management and data validation was provided by Norwest. The author of this report has not

relied on other experts in the preparation of this report. The author has relied on SGER for verification that the

exploration leases are in fact held by SGER and are current in all respects. In addition, the author has relied on other

professionals, such as certified laboratories for coal analyses, geophysical logging companies for providing down

hole geophysics and experts providing borehole and topographic surveys.
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6 PROPERTY DESCRIPTION AND LOCATION

The Tsagaan Tolgoi coal deposit is located in the south-central area of Omnogobi Aimag

(South Gobi Province) of Mongolia at latitude 42™53’ N and longitude 105™27’ E. The property is located

114.5 km west of Oyu Tolgoi, 113 km southeast of the provincial capital of Dalanzadgad and 570 km south of

Ulaanbaatar.

Coal is found in a sedimentary basin of approximately 4 by 20 km in size. Coal showings have been found

along the margins of the greater basin. The most promising seams have been found on the southwest flank of the

basin. The resource area of interest covers an area of approximately 2.5 km2 on the southwest flank of the basin.

No mining activities are known to occur at Tsagaan Tolgoi. The property is undeveloped and as such does not

have any liabilities related to previous mining activities. Reclamation of exploration activities is complete and has

been performed in accordance with the requirements set forth in the exploration licenses.

The SGER property is controlled through two contiguous exploration licenses that cover an area of 8,820 ha.

The exploration tenements are listed in Table 6.1 and shown in Figure 4.2. License 5029X was originally granted to

L. Ariuntsetseg by the Mongolian government in 2002. The license was transferred to IMMI on 20 January, 2005,

and is now controlled by SGER. The location of the Tsagaan Tolgoi coalfield relative to the exploration leases is

shown on Figure 4.2. Norwest is not aware of the location of property boundaries in the field or if a legal survey has

been conducted on the property.

Exploration licenses are granted by the Mongolian government for a period of three years with the right to

extend the period twice for three additional years each. Following a successful exploration program, an exploration

license holder can apply for a mining lease to any portion of the exploration license. A mining lease is granted for a

period of 30 years, with the right to extend the period twice for 20 additional years with each extension. Under the

Mineral Laws of Mongolia (Article 21) an exploration license holder has various rights to access the license area

through public or private property (with approvals), to conduct exploration and construct temporary structures, to

extend the license term twice for a period of three years each, and to obtain a mining lease for any part of the

exploration license area. The terms of the two licenses shown on Table 6.1 have both been extended and are

currently valid until October, 2010 and September, 2009 for licenses 5029X and 6360X, respectively.

Exploration licenses were initially granted in October, 2002 and September, 2003, for licenses 5029X and

6360X respectively. Pursuant to the revised Mineral Laws of Mongolia current at the time of this report, (official

translation 30/10/2006), in years 4 through 6 exploration license fees of $1/ha shall be payable on exploration

license 6360X. In addition, the license holder is obliged to incur reconnaissance and exploration expenses of no less

than $1/ha on each exploration license. The renewal fees and minimum exploration requirements increase from

$1/ha/yr to $1.50/ha/year beginning in year seven of the license as with license 5029X. Exploration license holders

are also subject to various environmental protection obligations. Within 30 days of receipt of a license, the holder

must prepare an environmental protection plan. Once approved, the holder of an exploration license shall deposit

funds equal to 50% of its environmental protection budget for that particular year in a bank account established by

the governing authority of that district. Norwest is not aware of any license fees or expenses to which any company

(other than the current license holder, Southgobi sands) might be subject. In addition, Norwest is not aware of any

environmental liabilities to which the Tsagaan Tolgoi project would be subject, arising from the exploration

licenses.
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Any coal extracted and sold during exploration is subject to a royalty rate of 2.5% and 5% of the sales value

for domestic and international sales, respectively.

License
Number Licensee

Inception
Date

Expiry
Date Corner Easting Northing

Area
(ha)

Mineral
Interest

License Coordinates

Table 6.1
SouthGobi Energy Resources Exploration License Rights at Tsagaan Tolgoi

5029X Southgobi
sands, LLC

23-Oct-02 23-Oct-10

1 105o27’00” 42o53’40”

3760 100%

2 105o33’00” 42o53’40”

3 105o33’00” 42o53’25”

4 105o34’00” 42o53’25”

5 105o34’00” 42o51’30”

6 105o27’00” 42o51’30”

6360X
Southgobi

sands, LLC 30-Sep-03 30-Sep-09

1 105o15’00” 42o53’40”

5042 100%
2 105o27’00” 42o53’40”

3 105o27’00” 42o52’00”

4 105o15’00” 42o52’00”
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7 ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE AND PHYSIOGRAPHY

The Tsagaan Tolgoi coal field is located in south-central Mongolia, within Omnogobi Aimag (South Gobi)

province. The property is approximately 570 km south of Ulaanbaatar and 113 km southeast of the provincial

capital of Dalanzadgad (Figure 7.1).

Access to the property is by unimproved roads or cross-country trails. Routes exist from Oyu Tolgoi and

Dalanzadgad that can be travelled in four-wheel drive vehicles and are suitable for some larger trucks and

equipment. The low-lying terrain is suitable for helicopter landing. The nearest in-country rail line is the

Trans-Mongolia Railway that runs northwest to southeast and connects Ulaanbaatar to Beijing. The nearest

point on this line is approximately 400 km to the east at the Chinese border. A border crossing exists at Gants Mod

130 km to the southeast, which is being used to move coal from Tavan Tolgoi into China as well as move materials

from China to Oyu Tolgoi. The location of the Tsagaan Tolgoi coal field in relation to regional infrastructure (road,

rail, etc) is illustrated on Figure 7.1.

Tsagaan Tolgoi lies 90 km south of the mines at Tavan Tolgoi and approximately 100 km north of the Chinese

border. The Omnogobi Aimag is one of the least populated areas of Mongolia and the population level is negligible

in the Tsagaan Tolgoi area, primarily concentrated in the small village and administrative center of Nomgon Soum,

27 km to the west-southwest. The property is approximately 200km south of the nearest extent of the Mongolian

power grid and 100km from the local power station supplying Dalanzadgad city. The regional soums are typically

powered by small diesel generators. Power supply for full-scale mining operations will likely come from power

generation projects proposed for the Tavan Tolgoi coalfield or from the Oyu Tolgoi project.

The terrain of the project area consists of a gently south-sloping pediment surface with elevations of 1,460 m

to 1,530 m above sea level. The desert vegetation is sparse throughout the area, where low scrub and grass patches

are predominant. The mean daily high temperature is near 5™C. Temperatures range from lows of -38™C in winter to

highs of 36™C in summer. Average annual precipitation is approximately 150 mm, occurring primarily during the

period of June to September. Though the property is accessible throughout the year, exploration and fieldwork are

usually accomplished between the months of March and November due to cold weather and lack of permanent

infrastructure. Mining activities could theoretically be conducted year-round.

The physiography of the resource area does not impose any significant impediments to the development of

mining activities at the site. Adequate groundwater resources to support mine development have been located in the
alluvial basin immediately south of the resource area. There is sufficient area for the storage of mine waste and the

location of mine infrastructure without neutralizing any of the coal resource.

Very limited infrastructure exists at Tsagaan Tolgoi and will need to be developed prior to mining operations.

Personnel trained in mining operations are currently limited in Mongolia. Creation of infrastructure in the South

Gobi Province will likely be in conjunction with the development of other mining projects at Oyu Tolgoi and Tavan

Tolgoi.
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8 HISTORY

The first geological reconnaissance work was conducted in 1982 by P. Khosbayar, who mapped the area and

compiled the first 1:50,000 scale geological map of the Tsagaan Tolgoi coal deposit. During 1986, the first four

boreholes were drilled by the State Central Expedition Crew to define coal quality of the deposit.

On October 23, 2002, the Mongolian government issued coal exploration license 5029X to Mongolian citizen

L. Ariuntsteg. On January 20, 2005, the license was transferred to Ivanhoe Mines Mongolia, Inc (IMMI). Southgobi

sands now controls 100% of the 5029X exploration license.

On September 30, 2003, exploration license 6360X was granted initially to Ivanhoe Mines Mongolia, Inc.

Ownership of the exploration license was transferred to Southgobi sands on February 22, 2007, who currently

controls 100%.

Norwest completed a geological exploration program during the summer of 2004 on behalf of IMMI,

including trenching and the completion of 46 drill holes. The program confirmed the quantity and suitability of

Tsagaan Tolgoi coal resources for power generation related to development at Oyu Tolgoi. Norwest presented the

results of this program in 2006 (Technical Report, Tsagaan Tolgoi Property, Omnogobi Aimag, Nomgon Soum,

Mongolia, July 28, 2006) and used the data to create a detailed exploration plan.

Norwest completed a second exploration program during the summer of 2006 at the direction of Ivanhoe with

an additional 68 drill holes. The resource estimates developed from the 2006 exploration are presented in this report.

The closest active coal mines are Tavan Tolgoi 90 km to the north and MAK-Nariin Sukhait 415km to the

west. A small local mine is located at Huree Del 110 km to the west, but is reported to have stopped operations in

2003.

No production has yet occurred on SGER holdings at Tsagaan Tolgoi.
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9 GEOLOGICAL SETTING

Coal-bearing rocks at Tsagaan Tolgoi are found in a synclinal basin and are Upper Permian in age. Coal was

locally deposited along the margins of tectonically active continental basins. The region has subsequently

undergone Basin and Range style extensional tectonics followed by a period of compressional folding and faulting.

9.1 Regional Stratigraphy and Geologic Setting

The South Gobi region of Mongolia reflects a complex geologic history of continental accretion followed by

Basin and Range style crustal extension. Elongate, east-west trending fault-block mountain ranges and intervening

basins characterize the region. The mountain ranges are dominated by crystalline and metamorphic basement rock.

The intervening basins are filled mostly with sediments of Jurassic to Late Cretaceous age, but locally contain

bituminous, coal-bearing sequences of Permian age. The boundaries of the mountain blocks are usually

intermediate to high-angle faults that often show evidence for both compressional and extensional movement.

The flanks of the mountain ranges typically exhibit extensive pediment surfaces of eroded bedrock overlain

by thin Quaternary gravel and aeolian deposits. Permian sediments are most commonly exposed beneath these

pediments, but are more deeply buried beneath the younger sediments toward the centre of most of the basins.

The Upper Permian coal bearing sequences are believed to have been deposited in continental basins related

to folding and thrust faulting following the closure of a paleo-asian ocean and docking of a Carboniferous island arc

complex. Coal deposits formed in favourable locations along the margins of some of these basins. The presence of

high-energy sediments such as conglomerate indicates that the basins were tectonically active. The coal deposits

appear to be localized, and characteristics can change rapidly. Though similar in age, Upper Permian coal deposits

cannot be directly correlated between basins within Mongolia.

9.2 Coal Occurrences

The coal-bearing rocks at Tsagaan Tolgoi are found within an elongate, east-west trending synclinal basin that

measures over 20 km long, and 2 to 4 km wide. Exploration has revealed coal occurrences on both limbs of the

syncline around the margins of the basin. To date, only the southwest margin of the basin has been found to contain

coal of exploitable thickness and extent.

Coal seams of importance at Tsagaan Tolgoi are found within a sedimentary sequence of intercalated

claystones, shales, siltstones, sandstones, and conglomerates. A layer of felsic volcanic ash is found locally beneath

the coal, is prominent on aerial photographs, and appears to form the base of the Upper Permian sedimentary

sequence. This unit gives the property its name of Tsagaan Tolgoi or “white hill” where it is prominently exposed on

a hill immediately east of the resource area. Overlying the coal sequence are brown conglomeratic sandstones

thought to be Jurassic in age.

Eight coal zones have been identified at Tsagaan Tolgoi, as summarized in Figure 9.1. As a result of the recent

exploration program, the previously-named Seams 1 through 4 are now observed to have multiple splits. In order to

simplify data organization and geologic modeling, the seam nomenclature has been revised to a numeric series.

Figure 9.1 shows the previously used nomenclature, with the revised numeric series number in parentheses.
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The bulk of the resources are within the thick seams of the 100 Zone. This was previously described as the

Seam 1 Upper split and the Seam 1 Lower split (1L and 1U)1. These two splits are observed to coalesce in some parts

of the property, and in particular near the western limit of the currently defined resource area. An additional lower

seam, Zone 90, is observed locally but is not continuous.

What was previously recognized as Seam 3 and Seam 3 Rider are now recognized as having up to 6 splits

within the 300 Zone. Likewise, Zone 400 has been found to have up to 4 splits, as opposed to the previously

recognized Seam 4L and Seam 4U. Zones 500, 600, and 700 are typically single seams

9.3 Structural Geology

The structural geology in and around the Tsagaan Tolgoi coalfield has been previously described by Norwest.

An exploration geology map showing drilling activity to date and coal outcrop lines projected from the current

geologic model are shown in Figure 9.2.

The recent exploration at Tsagaan Tolgoi has shown that the deposit is a broad, regional eastward plunging

syncline feature modified by several levels of smaller-scale folding. The synclinal axis is slightly sinuous and trends

east-west, mirroring the regional structural trend. The flanks of the syncline are steep, and the limbs are overturned

on both the north and south margins of the property. The resource area discussed in this report has been modeled as a

northeast dipping homocline. A representative cross-section of the resource area is presented in Figure 9.3.
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10 DEPOSIT TYPES

The definition of “Deposit Type” for coal properties is different from that applied to other types of geologic

deposits. Criteria applied to coal deposits for the purposes of determination of coal resources and reserves include

both “Geology Type” as well as “Deposit Type”. For coal deposits this is an important concept because the

classification of a coal deposit as a particular type determines the range limiting criteria that may be applied during

estimation of Reserves and Resources.

“Geology Type” for coal deposits is a parameter that is specified in Geological Survey of Canada (GSC) Paper

88-21, which is a reference for coal deposits as specified in NI 43-101. Geology Type is a definition of the amount of

geological complexity, usually imposed by the structural complexity of the area, and the classification of a coal

deposit by Geology Type determines the approach to be used for the resource/reserve estimation procedures and the

limits to be applied to certain key estimation criteria. The identification of a particular Geology Type for a coal

property defines the confidence that can be placed in the extrapolation of data values away from a particular point of

reference such as a drill hole.

The classification scheme of GSC Paper 88-21 is similar to many other international coal reserve

classification systems but it has one significant difference. This system is designed to accommodate

differences in the degree of tectonic deformation of different coal deposits in Canada. Four classes are

provided for that range.

Norwest has applied the classification scheme of GSC Paper 88-21 to the Tsagaan Tolgoi coal deposit. As in

many Canadian coal deposits, the Tsagaan Tolgoi deposit has been subjected to a relatively high degree of tectonic

deformation. The deposit is situated in what appears to be a broad east-west trending syncline plunging to the east.

Both limbs to the syncline are steeply dipping and overturned on the outer flanks. Coal seams show thickness

variation, but do maintain spatial continuity. While there is field evidence of some faulting and secondary folding

within the syncline, exploration to date does not indicate significant structural deformation.

The Geology Type for the Tsagaan Tolgoi deposit is considered to be “Complex” based on current

information.

“Deposit Type” as defined in GSC Paper 88-21 refers to the extraction method most suited to the coal deposit.

There are four categories, which are:

1. Surface

2. Underground

3. Non-conventional

4. Sterilized.

The Tsagaan Tolgoi deposit is considered to be a “Surface” mineable deposit.

APPENDIX V-C TSAGAAN TOLGOI TECHNICAL EXPERT REPORT

– V-C-16 –



11 MINERALIZATION

The coals at Tsagaan Tolgoi are thought to be Upper Permian in age and are found in a similar geologic setting

as the Upper Permian coals found at Tavan Tolgoi. Eight coal zones are now recognized at Tsagaan Tolgoi. Rock

types surrounding the identified coal seams include claystones, shales, siltstones, sandstones, and conglomerates.

During correlation and modeling, coal seams were named and organized into distinct zones as shown in Table

11.1. Thicknesses values represent apparent thickness as recorded from borehole intercepts.

Zone Seam

Thickness1

Range
(m)

Mean
Thickness1

(m)

Tsagaan Tolgoi Property Coal Zones
Table 11.1

700 S7 2.12 to 13.32 7.87

600 S6 2.08 to 13.59 7.69

500 S5 1.34 to 10.24 5.61

400

S4R 0.91 to 10.44 6.40

S4U 2.54 to 9.46 5.20

S4L 4.37 to 20.18 7.46

S4A 0.88 to 12.24 3.41

300

S3M 0.11 to 2.95 1.24

S3RU 1.56 to 4.60 2.62

S3RL 0.71 to 4.46 2.39

S3U 0.78 to 4.22 2.15

S3 2.17 to 6.09 3.75

S3L 0.53 to 6.42 1.56

200

S2D 2.72 to 4.21 3.44

S2C 1.51 to 7.32 2.67

S2B 0.56 to 2.16 1.41

100
S1U 0.67 to 39.79 24.51

S1L 18.58 to 36.44 24.66

90 S0 9.06 to 22.2 13.95
1Apparent thickness from borehole data
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12 EXPLORATION

Initial exploration work included the drilling of 4 exploration holes by a Mongolian Government exploration

program in 1986. Norwest has subsequently planned and managed exploration programs at Tsagaan Tolgoi in 2004

and 2006.

The 2004 exploration program was executed by Norwest at the request of IMMI. Activities included the

identification of the most promising areas at Tsagaan Tolgoi, and the identification of coal outcrops. Coal outcrops

were mapped with the aid of hand held GPS units. Characterization work on the coal was then done with trenching

and drilling. Drilling consisted of both dual-wall reverse-circulation drilling and core drilling on approximately

400 m centres. Activities included 2,365 m of trenching, and 5,113 m of drilling. The drilling included 30 reverse-

circulation holes totaling 3,853 m of drilling, and 16 core holes with 1,260 m of coring. Two water supply wells

were drilled, one of which was used for drilling water.

A second exploration program was designed and implemented by Norwest in 2006 at the request of Ivanhoe.

The objective of this program was to bring the drill hole density to NI 43-101 compliant levels for the estimation of

coal resources, and to collect adequate geotechnical and hydrological data to allow for mine planning. An additional

3,158 m of trenching and 9,295 m of delineation drilling was completed. The drilling included an additional

56 reverse-circulation holes totaling 7,747 m, and 12 core holes with 1,548 m of coring. An additional program for

hydrologic testing was completed and saw the completion of eight wells. Four of the wells were used to test

dewatering potential of the resource area, and four wells were completed in a search for additional water supplies.

Drill holes from both exploration programs were logged for gamma and neutron density. Field geologic

activities were performed primarily by Sapphire Geo Ltd. Drilling was performed by Major’s Drilling Mongolia

Inc. Norwest provided direct on-site supervision of both programs. All exploration activities have been reclaimed in

accordance with the conditions set forth in the exploration license.
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13 DRILLING

Norwest-supervised drilling to date on SGER Tsagaan Tolgoi holdings includes a total of 114 exploration

holes completed for a total of 14,408m drilled. Drilling methods include dual-wall reverse-circulation and modern

triple-tube coring equipment. Several holes were advanced with PCD-rotary bits, and are included with the reverse-

circulation drilling totals. A drilling summary is presented in Table 13.1.

Year No. Holes Meters Drilled No. Holes Meters Cored No. Holes Meters

Reverse Circulation and
Rotary Core Total

Tsagaan Tolgoi Coal Exploration Drilling Activity
Table 13.1

2004
30 3,853 16 1,260 46 5,113

IMMI

2006
56 7,747 12 1,548 68 9,295

Ivanhoe

Totals 86 11,600 28 2,808 114 14,408

All holes have been geophysically logged except in a small number of cases where holes had caved.

Depending on the data available, logs were either interpreted manually or with the aid of software developed by

Norwest. Coal seam intercepts were incorporated into the geologic database and ultimately into the digital model.

As the coal seams at Tsagaan Tolgoi are observed to have steep dips, the majority of drill holes were drilled at an

angle to maximize efficiency of the drill program. In the 2004 program the majority of the holes were drilled at a minus

65™ angle from horizontal, one hole at minus 60™ angle from horizontal and two holes were drilled vertically. For the

2006 program, a uniform orientation of a minus 65™ angle from horizontal and a 220™ azimuth was used. Coal seam

thickness values in this report are presented as apparent thickness derived from the borehole intercepts.
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14 SAMPLING METHOD AND APPROACH

All core holes drilled on the Norwest supervised exploration programs were sampled and the coal submitted

for analyses. Reverse circulation and rotary samples were commonly analyzed but have not been used for

characterization of coal quality.

The core drilling at Tsagaan Tolgoi has been done with wireline drilling systems and modern, triple-tube core

barrels. This equipment was used to maximize core recovery and ensure core integrity. Core logging and sample

handling was performed by Sapphire Geo Ltd. under Norwest supervision.

Core was retrieved, logged and sealed according to Norwest conventions. Each core run was measured for

core cut and recovered. Photographs were taken at 0.5m intervals. Coal showing distinct lithologic variation was

sampled separately, as were partings over 0.05m. Otherwise, coal intervals with a uniform appearance were bagged

in 0.6m sample increments as per the capacity of the core box length. When zones of core loss greater than 0.1m
were encountered, separate samples were collected both above and below the zone.

Representative rock samples were collected from the core holes during the 2006 program and submitted for

geotechnical laboratory analyses.

Intervals of core loss were observed during the drill program. Core loss was within acceptable limits. Reverse

circulation and rotary drill cuttings samples are subject to mixing and are not reliable for accurate quality data or

locating contact depths.

Geophysical logs have been used to confirm the thickness of coal bearing zones. All zones of core loss have

been recorded and sample intervals have been compared to the geophysical logs and adjusted if necessary. Drill

cuttings, where analyzed, have not been used to define the coal quality at Tsagaan Tolgoi due to mixing and

contamination.

All zones of coal cored during the program were sampled 100% excepting zones of core loss. Samples of the

immediate roof and floor rock, as well as rock partings, were collected to allow assessment of dilution factors.

Examination of geophysical logs and comparisons to the coal sample results indicate the results to be representative

of the coal seams as a whole.

Documentation of all samples collected is included in the Tsagaan Tolgoi database, and a summary of the

quality analyses is included in Section 18. All sample data has been recorded in borehole depths. The geologic

model developed accounts for true thicknesses and volumes. No drilling, sampling or recovery factors have been

applied that could materially impact the accuracy and reliability of the results.
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15 SAMPLE PREPARATION, ANALYSES AND SECURITY

Samples have been collected from drill core. These samples were collected and recorded by field geologists

employed by Sapphire Geo Ltd. under the supervision and direction of Norwest. The collected samples were then

submitted for analysis using methods that are standard for the coal industry. The specific process directed by

Norwest for the Tsagaan Tolgoi drilling program is described below:

1. Recovered core is measured to determine an overall recovery (reported in percent) by comparing the

recovered core length with the coring run length recorded by the driller. Recovered core is measured and

compared to the coal interval thickness determined from the geophysical log suite.

2. Recovered coal intervals are sampled using the following criteria:

i. Coal samples are broken out based on lithologic changes. In zones of uniform coal appearance,

samples are bagged about every 0.60m as per the capacity of the core boxes.

ii. In-seam partings, to a maximum cumulative thickness of 0.10m, are included in a coal sample,
where the thickness of the adjacent coal beds above and below the parting are both a minimum of

twice the parting thickness.

iii. A parting is sampled separately if it is

k H0.05m thick,

k Carbonaceous shale, bone or interbedded coal/mudstone

k Deemed to be H50% coal.

3. Collected samples are cleaned of any mud contamination and placed in individual, core-sleeve style,

plastic bags. The bags are labelled on the outside with both the core hole and sample number and sealed

with plastic tape to prevent excessive moisture loss. Samples are then placed in sequence into waxed-

cardboard core boxes. Boxes were sealed with tape and shipped to Ulaanbaatar, and then shipped to

various SGS Group analytical laboratories. It is noted that the analytical laboratories are owned by the

SGS Group, who are completely separate from Southgobi sands, LLC, who may also be referred to as

SGS.

4. At the time of shipment, scanned geologic and geophysical logs, laboratory instructions and shipment

manifest were forwarded to Norwest’s Salt Lake City office. Laboratory instructions and the shipment

manifest were forwarded to IMMI or Southgobi sands in Ulaanbaatar, and to the various SGS Group

laboratories. All records were compared with contents upon arrival at the analytical laboratory. To date,

there has been no loss or compromise of samples during shipment. Core samples undergo a full suite of

coal quality testing including short proximate, full proximate, thermal tests, ash analysis, washability

testing, and metallurgical testing.

Sample preparation and handling were supervised by Norwest. Analytical work was performed to ASTM

standards by SGS Laboratories Inc. in Denver, CO USA in 2004, and by SGS Laboratories Inc. in Tianjin China in

2006. The Tianjin laboratory currently holds ISO-17025 certification, accredited by the CNAS (China National

Accreditation Service for Conformity Assessment). Both laboratories are certified to ASTM and ISO standards.

Sample handling and quality control measures used practices that are considered to be standard to the international
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coal industry. Coal sampling and analyses were performed to a level adequate for the conclusions reached in this

technical report.

As with other coal work, no special security arrangements were made for the shipping and storage of samples.

Additional security methods are not commonly employed, as coal is a relatively low-value bulk commodity.

In summary, it is of the author’s opinion that the sample spacing, methodology, preparation, security and

analytical procedures employed during both the 2004 and 2006 programs are of sufficient quality to confidently

support the conclusions of this report.
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16 DATA VERIFICATION

Norwest has directly managed the exploration program from conceptual planning of exploration targets,

through data collection, to interpretation and analysis. Norwest has provided on-site management throughout the

entirety of the exploration project and data verification for each step.

Upon completion of a drill hole, the geologic and geophysical logs were compiled and reviewed by a Norwest

geologist. Following review of the logs, the hardcopy originals were scanned into an electronic format. All

geologic, geophysical, and sampling data is entered and maintained in an electronic database. All mapping is

entered and maintained in electronic format on a CAD-based system. Data entry of all geologic data is managed by

Norwest at the project site. All electronic data is forwarded on a routine basis to Norwest’s office in Salt Lake City.

Results from the coal quality testing were added into the database in the Salt Lake office.

All data collection was performed according to guidelines established by Norwest. Norwest geologists under
the direction of the Qualified Person were responsible for administration of data collection procedures and were

responsible for reviewing and verification of all data. As practically possible, Norwest has maintained control of all

data collection throughout the exploration program.
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17 ADJACENT PROPERTIES

There is no other coal exploration, development, or mining properties adjacent to or in close proximity to the

Tsagaan Tolgoi deposit.
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18 MINERAL PROCESSING AND METALLURGICAL TESTING

The equivalent terminology, which will be used in this report on coal at Tsagaan Tolgoi, is “Coal Quality and

Processing”.

Core samples were subjected to the analyses described below:

k Proximate Analysis: Determination of moisture, ash, volatile matter and fixed carbon in a sample. The

fixed carbon is determined by difference and the four components total 100%.

k Sulphur: Determination of the percent sulphur in a sample. Coal seams at Tsagaan Tolgoi have relatively
low sulphur contents averaging approximately 1.0%.

k Thermal Value: A measure of the heat producing capability of coal measured in Kcal/kg or BTU/lb.

k Hardgrove Grindability index (HGI) determination has been conducted in order to describe the relative

coal strength and ease with which the coal can be pulverized.

k Trace element analyses in coal expressed as parts per million (ppm) to ascertain the potential for release

of deleterious elements following combustion of the coal.

18.1 Regional Quality Characteristics

Composite quality analyses performed to date on the coal measures at SGER Tsagaan Tolgoi holdings

indicate the coal rank to be high volatile B and C bituminous, based on the ASTM D388 standard.

Quality analyses undertaken by Norwest indicate the coal at Tsagaan Tolgoi to be suitable for use as a thermal

coal.

18.2 Coal Quality

Drilling activities at Tsagaan Tolgoi are summarized in Section 14. A total of 114 exploration holes have been

completed in the resource areas at Tsagaan Tolgoi. This total includes 28 core holes that contained samples suitable

for quality analyses, as shown in Table 18.1.

Resource Area
Total Number of

Exploration Holes

Number of Core
Holes used for

Quality Analysis
Percentage of
Quality Holes

Core Quality Holes

Table 18.1
Drill Holes on the Property

Tsagaan Tolgoi 114 28 25%
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Exploration and modeling activities to date have defined multiple seams at the Tsagaan Tolgoi resource area.

These seams have been organized into a coal series basis as discussed in Section 11. A summary of general coal quality

values organized by coal series and seam is presented in Table 18.2, Summary of Drill Hole Quality Data.

Series Seam Count

Thickness1

Range
(m)

Mean
Thickness1

(m)

As Received
Moisture2

%
Ash2

%
Sulphur2

%

Specific
Energy2

(kCal/kg)
ASG

(g/cc)

Table 18.2
Summary of Drill Hole Quality Data

700 S7 2 2.12 to 13.32 7.87 13.56 16.94 0.92 6,284 1.41

600 S6 4 2.08 to 13.59 7.69 10.68 41.49 0.63 4,263 1.69

500 S5 3 1.34 to 10.24 5.61 11.54 30.43 0.83 5,202 1.56

400

S4R 4 0.91 to 10.44 6.40 12.42 20.22 0.47 6,033 1.46

S4U 4 2.54 to 9.46 5.20 10.85 24.88 0.65 5,701 1.50

S4L 4 4.37 to 20.18 7.46 12.73 10.15 0.60 6,903 1.34

300

S4A 1 0.88 to 12.24 3.41 13.01 11.60 0.35 6,921 1.35

S3M 1 0.11 to 2.95 1.24 21.64 41.68 0.23 3,823 1.69

S3RU 1 1.56 to 4.60 2.62 8.07 41.92 0.27 4,484 1.67

S3RL 1 0.71 to 4.46 2.39 17.18 18.33 0.28 5,943 1.43

S3U 2 0.78 to 4.22 2.15 16.42 27.73 0.27 5,406 1.54

S3 2 2.17 to 6.09 3.75 11.53 15.58 0.62 6,572 1.40

S3L No data 0.53 to 6.42 1.56 No data

S2D 3 2.72 to 4.21 3.44 9.35 29.87 0.31 5,370 1.56

200 S2C 2 1.51 to 7.32 2.67 5.76 52.79 0.48 3,426 1.82

S2B 2 0.56 to 2.16 1.41 6.76 37.45 0.44 4,850 1.64

100
S1U 9 0.67 to 39.79 24.51 9.86 34.88 0.82 4,933 1.61

S1L 3 18.58 to 36.44 24.66 10.58 38.27 0.54 4,696 1.65

S0 No data 9.06 to 22.2 13.95 No data

1 Based on apparent thickness from drill intercepts
2 mean raw coal qualities for incremental samples
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19 MINERAL RESOURCE AND MINERAL RESERVE ESTIMATES

19.1 Approach

In accordance with National Instrument 43-101, Norwest has used the referenced document, the Canadian

Institute of Mining, Metallurgy and Petroleum’s “CIM Definition Standards on Mineral Resources and Reserves”

adopted by the CIM Council and last modified on December 11, 2005 and referenced the Geological Survey of

Canada Paper 88-21 “A Standardized Coal Resource/Reserve Reporting System for Canada” (GSC Paper 88-21)

during the classification, estimation and reporting of coal resources for the Tsagaan Tolgoi Property.

19.2 Coal Resource Estimation

The term “resource” is utilized to quantify coal contained in seams occurring within specified limits of

thickness and depth from surface. The resource estimations contained within are on a raw, in-place basis, i.e. as an

in-situ tonnage and not adjusted for mining losses or recovery. However, minimum mineable seam thickness and

maximum removable parting thickness are considered; coal intervals not meeting these criteria are not included in

the resources.

The category to which a resource is assigned depends on the level of confidence in the geological information

available. GSC Paper 88-21 provides guidance for categorizing various types of coal deposits by levels of assurance.

These were considered by the Qualified Person during the classification of the resources.

Coal resources at Tsagaan Tolgoi are considered to be in the “Complex” category.

Resources are further classified as to the assurance of their existence into one of three categories, Measured,

Indicated or Inferred. To be assigned to one of these categories, coal intercepts must meet the criteria for coals found

in Geology Type “Complex” conditions, as shown in Table 19.1.

Criteria Measured Indicated Inferred
Assurance of Existence Category

Table 19.1
Criteria Used to Define Assurance of Existence for Coals in Complex Geology Type

Cross-section spacing (m) 150 300 600

Minimum # data points per section 3 3 3

Mean data point spacing (m) 100 200 400

Maximum data point spacing (m) 200 400 800
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Coal Resources at Tsagaan Tolgoi, as of December 31, 2007, are defined for the categories of Measured,

Indicated and Inferred, as summarized in Table 19.2.

Resource Area
ASTM Coal

Rank

Measured
(million
tonnes)

Indicated
(million
tonnes)

Inferred
(million
tonnes)

Resources at Tsagaan Tolgoi
(150m Depth)

Table 19.2
Classification of Resources Geology Type: Complex

Tsagaan Tolgoi hvBb and hvCb 23.4 13.0 9.0

Total 36.4 9.0

The Aerial extent of the Tsagaan Tolgoi resource area is shown in Figure 19.1.

Resource estimates were obtained from a geologic model developed using MineSight» software developed by

Mintec Inc. Volumes of coal present were estimated from modeled surfaces derived from the borehole intercepts

and trench data. A bulk density of 1.6 g/cm3 was applied for tonnage estimations for all seams. This was based on

applying a weight-averaged ash value for the deposit to a matrix of comparable density values, as specified in GSC

Paper 88-21.

There is no known environmental, permitting, legal, title, taxation, socio-economic, marketing, political or

other relevant issues that would materially affect the estimated resources.

The resources presented represent those areas suitable for surface extraction down to a maximum vertical

depth limit of 150 m from surface.
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20 OTHER RELEVANT DATA AND INFORMATION

There are no other relevant data and information applicable to this report.
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21 INTERPRETATION AND CONCLUSIONS

Exploration to date at the SGER Tsagaan Tolgoi resource area has delineated 30.4 million tonnes of coal

classified as Measured and Indicated resources. The geology type at the Tsagaan Tolgoi Property has been

determined to be “complex” based on criteria set forth in the Geological Survey of Canada Paper 88-21.

The coal is of high volatile bituminous B and C in rank, and is suitable as a thermal coal.

Norwest has provided direct supervision of the 2004 and 2006 exploration programs and has verified the

geologic data as practically possible. Norwest has maintained control on the data collection, construction of the

geologic model and resource estimation. Norwest has relied on SGER for verification that the exploration leases are

in fact held by SGER and are current in all respects. In addition, the author has relied on other professionals, such as

certified laboratories for coal analyses, geophysical logging companies for providing down hole geophysics and

experts providing borehole and topographic surveys.

Exploration activities have met the objectives of delineating viable, surface mineable coal resources at

Tsagaan Tolgoi.

Resource estimations and classification have been done in accordance with National Instrument 43-101.
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22 RECOMMENDATIONS

Activities to date at Tsagaan Tolgoi are now considered to be sufficient for a pre-feasibility level study of

mine planning. It is recommended that such a study be undertaken in order to define the coal reserve and economic

viability of the Tsagaan Tolgoi project. Table 22.1 summarizes Norwest’s recommendations for the major

components of such a study, along with estimated costs.

Item Estimated Cost (USD)

Table 22.1
Pre-Feasibility Study Budget Estimate

Lease/Ownership Verification 5,000

Hydrology 16,000

Geotechnical Criteria 24,000

Mine Planning 73,000

Infrastructure 29,000

Environmental 5,000

Project Development Schedule 5,000

Economic Evaluation 37,000

Risk Evaluation 9,000

Report 64,000

Total Budget Estimate 267,000

The intent of the 2006 exploration program was to identify a target area of 25Mt of coal resource. Previous

exploration activates have indicated the presence of coal outside of the current resource area, but within the

Southgobi sands-controlled licenses. It is recommended that further drilling of the area be completed in order to

better identify potential additional resources. Table 22.2 summarizes the cost estimates for an additional drilling

program.

Item Estimated Cost (USD)

Table 22.2
Drilling Program Budget Estimate

Drilling 894,500

Drilling Support 262,900

Analytical 107,500

Environmental 10,000

Resource Reporting 60,000

Camp, Catering, Communications 25,000

Professional and Site Management 232,600

Total 1,592,500
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24 SIGNATURE AND DATE

The effective date of this Technical Report is March 25, 2008.

Dated this 25th day of March, 2008

ORIGINAL SIGNED AND SEALED BY AUTHOR

Signature of Qualified Person

Richard D. Tifft III, PG

Print Name of Qualified Person

Following are signed and dated Certificates of Qualifications of the person involved in preparing this report

APPENDIX V-C TSAGAAN TOLGOI TECHNICAL EXPERT REPORT

– V-C-33 –



CERTIFICATE OF QUALIFICATIONS

I, Richard D. Tifft, III, of Grand Junction, Colorado, do hereby certify that:

1. I am Vice President; Geologic Services with Norwest Corporation, 743 Horizon Court, Suite 372, Grand

Junction, CO 81506 USA.

2. This certificate applies to the Technical Report entitled “Technical Report Coal Geology and Resources,

Tsagaan Tolgoi Property, Omnogobi Aimag, Mongolia” dated March 25, 2008.

3. I am a licensed Professional Geologist in the state of Utah – License Number 5190241-2250.

4. I am a graduate of Utah State University (Bachelor of Science, 1978, Geology).

5. I have practiced my profession as a geologist for 26 years. I have worked on coal properties in the

United States of America, Canada, India, China (PRC), and Mongolia. I have completed investigations

on coal properties on behalf of private and public companies. I am a “qualified person” for the purposes of

National Instrument 43-101.

6. I personally have reviewed or supervised the review of the data collected and provided by Norwest

Corporation and IMMI for the Tsagaan Tolgoi property. I participated in the preparation of the Technical

Report dated March 25, 2008 concerning the coal geology and coal resource tonnage for the area. I have

conducted several site visits, most recently in July of 2004, and have spent a total of 60 days on site. I have

personally witnessed the exploration activities at Tsagaan Tolgoi. I am responsible for all sections of this

report.

7. I have no direct or indirect interest in SouthGobi Energy Resources Ltd. or any affiliates of it, nor do I

expect to acquire any such interest. I am independent of the Company in accordance with the

requirements of NI 43-101.

8. I have had no prior involvement with the Tsagaan Tolgoi property.

9. I have not been restricted in any way in my access to information, data or documents that I consider

relevant to this report.

10. As of the date of this certificate, to the best of my knowledge, information and belief, the Technical

Report contains all scientific and technical information that is required to be disclosed to make the

Technical Report not misleading.

11. I have read NI43-101 and Form 43-101F1. The Technical Report has been prepared in compliance with

NI43-101 and Form 43-101F1.

Dated at Grand Junction,, Colorado this 25th day of March, 2008.

ORIGINAL SIGNED AND SEALED BY AUTHOR

Richard D. Tifft III, PG

Vice President Geologic Services
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Richard D. Tifft III, PG

Print name of Qualified Person
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25 ADDITIONAL REQUIREMENTS FOR TECHNICAL REPORTS ON DEVELOPMENT
PROPERTIES AND PRODUCTION PROPERTIES

The Tsagaan Tolgoi Property is currently an undeveloped property with no production.
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APPENDIX VI SUMMARY OF THE ARTICLES OF OUR COMPANY,
CERTAIN TSX LISTING POLICIES,

CERTAIN BRITISH COLUMBIA LAWS AND
CANADIAN FEDERAL LAWS, AND SHAREHOLDER PROTECTION MATTERS

Set out below is a summary of certain provisions of the Articles of the Company, a description of the Listing

Rules Articles Requirements from which the Company has applied for, and the Stock Exchange has granted, a

waiver, and the BCBCA, the governing corporate law of the Company a description of certain TSX Listing Policies

and a brief summary of other laws and policies that may be relevant to investors. This appendix also contains a

description of shareholder protection matters that are not at least equivalent to or broadly commensurate with those

afforded to shareholders of companies incorporated in Hong Kong in effect as of the date hereof.

GENERAL

The Company was incorporated on February 14, 2002 under the British Columbia Company Act

(the predecessor statute to the BCBCA) as 5119 Investments Ltd. The Company changed its name to MX

Capital Corp. on March 28, 2002, and was then continued under the Canada Business Corporations Act on

November 4, 2002. On October 2, 2003, the Company changed its name to Asia Gold Corp. On May 29, 2007, the

Company was continued under the BCBCA, changed its name to SouthGobi Energy Resources Ltd. and reorganised

its authorised capital to create a class of shares separate from the Shares consisting of an unlimited number of

Preferred Shares without par value. The Company was listed on the TSX-V on December 15, 2003 and graduated

from the TSX-V and began trading on the TSX on December 3, 2009. In accordance with the public float

requirement in Canada, the Company has at least 1,000,000 freely tradable shares held by at least 300 public

holders, each holding one board lot (100 Shares) or more.

The rights and restrictions attaching to the Shares and Preferred Shares are detailed in the Company’s

Articles, the BCBCA and its regulations, the TSX Listing Policies and applicable Canadian Securities Laws. There

are no restrictions on the transfer of Shares, the number of members of the Company or on invitations by the

Company to the public to subscribe for its Shares which would classify the Company as a private company under

section 29 of the Companies Ordinance. Set out below is a summary of some material attributes of the Company’s

share capital. A copy of the Company’s Articles is available on request.

SHARE CAPITAL

The authorised share capital of the Company consists of an unlimited number of Shares without par value and

an unlimited number of Preferred Shares without par value. The issued share capital of the Company as at the Latest

Practicable Date is 134,523,562 Shares. As of the Latest Practicable Date, there were no Preferred Shares issued and

outstanding. All issued Shares are recorded in the accounts of the Company at their issue price.

In addition, the Company has issued a number of incentive stock Options to Directors, officers, employees

and service providers of the Company and its subsidiaries exercisable to purchase unissued Shares. Details of the

number and material terms of these incentive stock Options are set out in the section headed “Share Capital” in this

prospectus.

All of the Shares have been and will be issued in accordance with the laws of British Columbia as well as with

the provisions of the Articles. There is generally no limit in the BCBCA on the power of the Directors to issue

Shares provided that no Share may be issued unless and until it is fully paid. However, the TSX Listing Policies

require that prior TSX approval be obtained by the Company for any proposed issuance of its Shares, or any

securities convertible into or exchangeable for, the Shares. Furthermore, Part 6 of the TSX Company Manual
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requires the approval of Shareholders for any issuance of Shares, or any securities convertible into or exchangeable

for, Shares if such issuance:

k materially affects control of the listed issuer; or

k provides consideration to insiders in aggregate of 10% or greater of the market capitalisation of the listed

issuer and has not been negotiated at arm’s length.

Additionally, the TSX will require that security holder approval be obtained for private placements:

k for an aggregate number of listed securities issuable greater than 25% of the number of securities of the

listed issuer which are outstanding, on a non-diluted basis, prior to the date of closing of the transaction if

the price per security is less than the market price; or

k that during any six month period are to insiders for listed securities or options, rights or other

entitlements to listed securities greater than 10% of the number of securities of the listed issuer

which are outstanding, on a non-diluted basis, prior to the date of closing of the first private placement to

an insider during the six month period.

There is no similar statutory requirement under the BCBCA or the TSX Listing Policies, as is found under

Hong Kong law, providing that Shareholders have a right to be offered any Shares in the Company which are being

newly issued for cash before the same can be offered to new Shareholders. Consequently, there is no requirement for

Shareholders in general meetings to provide a waiver to this obligation.

Subject to the TSX Listing Policies, the Company, in accordance with the BCBCA and its Articles, may by

special resolution of its Shareholders:

k consolidate and combine all or any of its outstanding Shares into Shares of a lesser number; and

k sub-divide all or any of its outstanding Shares into Shares of a greater number.

Subject to the BCBCA, the Company may give financial assistance to any person for any purpose, including

the purchase by such person of the Shares on such terms and at such times as may be determined by the Directors

from time to time. The Company must provide disclosure where the financial assistance is material to the Company

and is given to any of (a) a person known to be a shareholder, beneficial owner of a Share, Director, officer or

employee of the Company or an affiliate of the Company, (b) a person known to the Company to be an associate of

the persons referred to in paragraph (a), or (c) any person for the purpose of a purchase by that person of a Share

issued or to be issued by the Company or an affiliate of the Company. There are exemptions to the disclosure

requirement, many of which deal with related companies. In circumstances where disclosure is required, the

disclosure must contain a brief description of the financial assistance, including the nature and extent thereof, the

terms of the financial assistance and the amount given.

The Directors are not required to hold any Shares in the Company.

SUMMARY OF KEY BRITISH COLUMBIA CORPORATE LAWS AND THE ARTICLES

The Articles of the Company were adopted by a special resolution dated August 8, 2006. The following is a

summary of some key provisions of the BCBCA, the TSX Listing Policies and the Articles of the Company.
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Objects

The Company does not have an objects clause in its Articles because a British Columbia company, unlike

companies incorporated under the laws of Hong Kong, is not required to have an objects clause. Pursuant to

section 30 of the BCBCA, the Company has the legal capacity and rights, powers and privileges of an individual of

full capacity.

Voting rights

Each Shareholder entitled to vote may vote in person or by proxy, attorney or representative of a body

corporate. On a show of hands every person present who is a Shareholder or a proxy, attorney or representative of a

Shareholder holding a Share carrying the right to vote has one vote and on a poll every person present who is a

Shareholder or proxy, attorney or representative of a Shareholder shall in respect of each Share carrying the right to

vote held by him have one vote per Share.

Dividends

Subject to the BCBCA, the Directors may from time to time declare and authorise payment of such dividends

as they may deem advisable, including the amount thereof and time and method of payment provided that the record
date for the purpose of determining Shareholders entitled to receive payment of the dividend must not precede the

date on which the dividend is to be paid by more than two months.

A dividend may be paid wholly or partly by the distribution of cash or cash equivalents, specific assets or of

fully paid Shares or of bonds, debentures or other securities of the Company or any other corporation, or in any one

or more of those ways. No dividend may be declared or paid in money or assets if there are reasonable grounds for

believing that the Company is insolvent or the payment of the dividend would render the Company insolvent.

No dividend bears interest against the Company and any dividend or other distribution payable in cash in

respect of Shares may be paid by cheque, made payable to the order of the person to whom it is sent. The mailing of

such cheque will, to the extent of the sum represented by the cheque (plus the amount of the tax required by law to be

deducted), discharge all liability for the dividend unless such cheque is not paid on presentation or the amount of tax

so deducted is not paid to the appropriate taxing authority.

The Company’s dividends do not lapse.

Liquidation

Liquidation is the process under the BCBCA by which the Company may be wound up, as its debts and

liabilities are satisfied and any remaining assets are distributed to Shareholders. The liquidation process can be

voluntary or under a court order. A voluntary liquidation is initiated by the Shareholders. A court of competent

jurisdiction may order liquidation on application of any one of a number of “appropriate persons” as determined in

accordance with the BCBCA.

A voluntary liquidation begins when the Shareholders pass a special resolution resolving to liquidate the

Company and appoint, by ordinary resolution, a liquidator. The appointment of a liquidator suspends the powers of

the Directors. The liquidator has a duty, subject to the BCBCA, to use his or her own discretion in realising the assets

of the Company or distributing those assets among the creditors and Shareholders of the Company.
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The liquidator must:

k dispose of the assets of the Company other than assets to be distributed in kind to the Shareholders;

k pay or make provision for all of the Company’s liabilities;

k invest money in investments approved for trustees pending distribution to creditors and

Shareholders; and

k after paying or providing for all liabilities, distribute the remaining assets in money or in kind among the

Shareholders according to their rights and interests in the Company.

Transfer of Shares

The Company’s Articles provide that, in order for a transfer of a Share to be registered, the Company or the

transfer agent or registrar for the share to be transferred, must receive:

k a duly signed instrument of transfer in respect of the Share;

k if a Share certificate has been issued by the Company in respect of the Share to be transferred, that Share
certificate;

k if a non-transferable written acknowledgment of the Shareholder’s right to obtain a Share certificate has

been issued by the Company in respect of the Share to be transferred, that acknowledgment; and

k such other evidence, if any, as the Company or the transfer agent or registrar for the Share to be

transferred may require to prove the title of the transferor or the transferor’s right to transfer the Share,

the due signing of the instrument of transfer and the right of the transferee to have the transfer registered.

The instrument of transfer in respect of any Shares must be either in the form, if any, on the back of the Share

certificates or in any other form that may be approved by the Directors from time to time.

Neither the Company nor any Director, officer or agent of the Company is bound to inquire into the title of the

person named in the instrument of transfer as transferee or, if no person is named as transferee in the instrument of

transfer, of the person on whose behalf the instrument is deposited for the purpose of having the transfer registered

or is liable for any claim related to registering the transfer by the Shareholder or by any intermediate owner or holder

of the Shares, of any interest in the Shares, of any share certificate representing such Shares or of any written

acknowledgment of a right to obtain a share certificate for such Shares.

There must be paid to the Company, in relation to the registration of any transfer, the amount, if any,

determined by the Directors.

Except where required or permitted by law, the Listing Rules or the TSX Listing Policies, there is no

restriction on the transfer of Shares.

Variation of rights

If at any time the share capital of the Company is divided into different classes of Shares, the rights attached to

any class may be varied or abrogated in any way with the sanction of a special resolution passed at a separate

meeting of the holders of the Shares of that class and a special resolution passed at the Company’s general meeting.

– VI-4 –

APPENDIX VI SUMMARY OF THE ARTICLES OF OUR COMPANY,
CERTAIN TSX LISTING POLICIES,

CERTAIN BRITISH COLUMBIA LAWS AND
CANADIAN FEDERAL LAWS, AND SHAREHOLDER PROTECTION MATTERS



The rights conferred on the holders of the Shares of any class are deemed not to be varied by the creation or

issue of further Shares ranking equally with the first-mentioned Shares unless otherwise:

k expressly provided by the terms of issue of the first-mentioned Shares; or

k required or permitted by the BCBCA.

Borrowing powers

The Company, if authorised by the Directors, may:

k borrow money in the manner and amount, on the security, from the sources and on the terms and

conditions that they consider appropriate;

k issue bonds, debentures and other debt obligations either outright or as security for any liability or

obligation of the Company or any other person and at such discounts or premiums and on such other

terms as they consider appropriate;

k guarantee the repayment of money by any person or the performance of any obligation of any other

person; and

k mortgage, charge, whether by way of specific or floating charge, grant a security interest in, or give other

security on, the whole or any part of the present and future assets and undertaking of the Company.

Issue of Shares

Without prejudice to any special rights previously conferred on the holders of any existing Shares or class of

Shares but subject to the BCBCA and the TSX Listing Policies, the Company’s unissued share capital is under the

control of the Directors who may issue all or any of the same to such persons at such times and on such terms and

conditions and for the issue prices (including any premium at which shares with par value may be issued) that the

Directors may determine. A Share must not be issued until it is fully paid. A Share is fully paid when consideration

is provided to the Company for the issue of the Share in past services performed for the Company, property or

money. Shareholder approval is required for an issuance of new shares for cash on a private placement basis in an

amount greater than 25% of the number of shares that are outstanding prior to such issuance and such shares are

issued below market price.

Small Shareholder Purchase and Sale Arrangements

Part VI of the TSX Company Manual provides for a procedure whereby the Company can assist Shareholders

who hold a quantity of Shares that is less than a prescribed board lot (“odd lot holders”) and who wish to either sell

their Shares or buy enough additional Shares to increase their holding to a board lot. Participation by an odd lot

holder in any odd lot sale or purchase arrangement established pursuant to Part VI of the TSX Company Manual is

purely voluntary and under no circumstances can the Company compel an odd lot holder to sell or purchase any

Shares thereunder. The Company has not, to date, established an odd lot sale or purchase arrangement.

Remuneration of Directors

The Company pays each non-executive Director C$25,000 per annum. Mr. Pierre Bruno Lebel receives an

additional payment of C$60,000 per annum for acting as the lead Director of the Board. Mr. Andre Henry Deepwell

receives an additional payment of C$25,000 for acting as the chairman of the Audit Committee. Each chairman of

the Compensation and Benefits Committee and the Corporate Governance and Nominating Committee receives an
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additional payment of C$15,000 per annum for their respective duties. Each non-executive Director receives a fee of

C$1,500 for each Board meeting and committee meeting attended in person and C$600 for each Board or

committee conference call in which he or she participates. Each non-executive Director also receives an annual

grant of incentive stock options exercisable to purchase up to 25,000 Shares of the Company, such options having a

five year term and fully-vesting on the first anniversary of the date of the grant. Each Director is entitled to

reimbursement for actual expenses reasonably incurred in the performance of his/her duties as a Director.

The directors are entitled to the remuneration for acting as directors, if any, as the directors may from time to

time determine. If the directors so decide, the remuneration of the directors, if any, will be determined by the

shareholders. That remuneration may be in addition to any salary or other remuneration paid to any officer or

employee of the Company as such, who is also a director.

If any director who is not an employee or officer performs any professional or other services for the Company

that in the opinion of the directors are outside the ordinary duties of a director who is not an employee or officer, or if

any director who is not an employee or officer is otherwise specially occupied in or about the Company’s business,

he or she may be paid remuneration fixed by the directors, of, at the option of that director who is not an employee or

officer, fixed by ordinary resolution, and such remuneration may be either in addition to, or in substitution for, any

other remuneration that he or she may be entitled to receive.

Indemnification

Subject to the BCBCA, the Company must indemnify a Director or former Director and his or her heirs and

legal personal representatives against all eligible penalties to which such person is or may be liable, and the

Company must, after the final disposition of an eligible proceeding, pay the expenses actually and reasonably

incurred by such person in respect of that proceeding. An “eligible penalty” is a judgment, penalty or fine awarded

or imposed in, or an amount paid in settlement of, an eligible proceeding. An “eligible proceeding” is a legal

proceeding or investigative action, whether current, threatened, pending or completed, in which a Director or a
former Director of the Company (an “eligible party”) or any of the heirs and legal personal representatives of the

eligible party, by reason of the eligible party being or having been a Director:

k is or may be joined as a party; or

k is or may be liable for or in respect of a judgment, penalty or fine in, or expenses related to, the

proceeding.

The Company may not indemnify an eligible party or pay such eligible party’s expenses in certain

circumstances prescribed by the BCBCA including circumstances in which:

k in relation to the subject matter of the eligible proceeding, the eligible party did not act honestly and in

good faith with a view to the best interests of the Company or any associated corporation, as the case may
be; or

k in the case of an eligible proceeding other than a civil proceeding, the eligible party did not have

reasonable grounds for believing that the eligible party’s conduct in respect of which the proceeding was

brought was lawful.

Subject to any restrictions in the BCBCA, the Company may indemnify any person. In addition to what is set

out above, the Company must, subject to the exceptions noted above, after the final disposition of an eligible

proceeding, pay the expenses actually and reasonably incurred by an (i) officer or former officer of the company or
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(ii) an officer or former officer of another corporation (a) at a time when the corporation is or was an affiliate of the

Company, or (b) at the request of the Company, in respect of that proceeding if such person (i) has not been

reimbursed for those expenses, and (ii) is wholly successful, on the merits or otherwise, in the outcome of the

proceeding or is substantially successful on the merits in the outcome of the proceeding.

The Company may purchase and maintain insurance for the benefit of any person (or his or her heirs or legal

personal representatives) who:

k is or was a Director, officer, employee or agent of the Company;

k is or was a Director, officer, employee or agent of a corporation at a time when the corporation is or was

an affiliate of the Company;

k at the request of the Company, is or was a director, officer, employee or agent of a corporation or of a

partnership, trust, joint venture or other unincorporated entity; or

k at the request of the Company, holds or held a position equivalent to that of a director or officer of a

partnership, trust, joint venture or other unincorporated entity

against any liability incurred by him or her as such director, officer, employee or agent or person who holds or held

such equivalent position.

Pensions and gratuities for Directors

Although not prohibited from doing so, the Company does not currently pay any gratuity or pension or

allowance on retirement to any Director who has held any salaried office with the Company or to his or her spouse or
dependants nor make contribution to any fund or pay premiums for the purchase or provision of any such gratuity,

pension or allowance.

Disclosure of Directors’ interests

A Director or senior officer of the Company holds a disclosable interest in a contract or transaction if (a) the

contract or transaction is material to the Company, (b) the Company has entered, or proposes to enter, into the

contract or transaction, and (c) either of the following applies to the Director or senior officer: (i) the Director or

senior officer has a material interest in the contract or transaction; or (ii) the Director or senior officer is a director or

senior officer of, or has a material interest in, a person who has a material interest in the contract or transaction. A

Director or senior officer who holds a disclosable interest must disclose the nature and extent of the conflict as

required by the BCBCA. There are certain exceptions from the disclosable interest requirements related which

apply specifically to wholly-owned subsidiaries and related companies.

A Director or senior officer who holds a disclosable interest in a contract or transaction into which the

Company has entered or proposes to enter is liable to account to the Company for any profit that accrues to the

Director or senior officer under or as a result of the contract or transaction, unless the procedures for disclosure and

approval as provided in the BCBCA are complied with.

No Director or senior officer is disqualified by his or her office from contracting with the Company either with

regard to the holding of any office or place of profit the Director or senior officer holds with the Company or as

vendor, purchaser or otherwise, and no contract or transaction entered into by or on behalf of the Company in which

a director or senior officer is in any way interested is liable to be voided for that reason.
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Subject to the BCBCA, a Director, senior officer, or any person in which a Director or senior officer has an

interest, may act in a professional capacity for the Company, except as auditor of the Company, and the Director,

senior officer, or such person is entitled to remuneration for professional services as if that Director or senior officer

were not a Director or senior officer, as applicable.

A Director or senior officer who holds any office or possesses any property, right or interest that could result,

directly or indirectly, in the creation of a duty or interest that materially conflicts with that individual’s duty or
interest as a Director or senior officer, must disclose the nature and extent of the conflict as required by the BCBCA.

A Director may be or become a director, officer or employee of, or otherwise interested in, any person in

which the Company may be interested as a shareholder or otherwise, and, subject to the BCBCA, the Director is not

accountable to the Company for any remuneration or other benefits received by him or her as director, officer or

employee of, or from his or her interest in, such other person.

Restrictions on Directors’ voting

A Director who holds a disclosable interest in a contract or transaction into which the Company has entered or

proposes to enter is not entitled to vote on any Directors’ resolution to approve that contract or transaction, unless all

the Directors have a disclosable interest in that contract or transaction, in which case any or all of those Directors

may vote on such resolution. A situation where all directors have a disclosable interest is extremely rare but could

arise for example, if the Company ever issues shares to all directors outside the scope of their remuneration. In this

circumstance, all the directors would declare their interest in the transaction (with such declaration being noted in

the minutes or consent resolution) and would then vote on the matter. Additionally, the Directors are subject to their

overriding duties to act in the best interests of the Company.

A Director who holds a disclosable interest in a contract or transaction into which the Company has entered or

proposes to enter and who is present at the meeting of Directors at which the contract or transaction is considered for

approval may be counted in the quorum at the meeting whether or not the Director votes on any or all of the

resolutions considered at the meeting.

Number of Directors

The Company’s Articles provide that the number of Directors of the Company will be the greater of three and

the number of Directors is fixed by ordinary resolution. In the absence of any such ordinary resolution, the number

of Directors of the Company will be the greater of three and the number of Directors actually elected at the last

meeting of Shareholders at which an election of Directors took place. The incumbent Directors may, between

annual meetings of Shareholders, appoint one or more additional Directors up to a maximum of one-third of the

Directors elected by the Shareholders at the last meeting of Shareholders at which an election of Directors took

place. All Directors must be individuals. There are no residency requirements for Directors under the BCBCA. A

Director is not required to hold Shares issued by the Company.

Directors’ term of office

Unless a Director dies, resigns or is removed from office in accordance with the BCBCA, the term of office of

each of the incumbent Directors ends at the conclusion of the next annual meeting of the Shareholders following his

or her most recent election or appointment.
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General meetings

Unless an annual general meeting is deferred or waived in accordance with the BCBCA, the Company must

hold an annual general meeting at least once in each calendar year and not more than 15 months after the date of the

last annual general meeting at such time and place as may be determined by the Directors.

The Directors may, whenever and wherever they think fit, call a meeting of Shareholders. The Company can

hold its general meetings at a specified location outside of British Columbia if so authorised by the Directors. At

least 21 days’ notice must be given to the Shareholders of a general meeting.

Shareholders who hold in the aggregate at least 5% of the issued Shares of the Company that carry the right to

vote at general meetings may requisition a meeting of Shareholders. If the Directors do not, within 21 days after the

date on which the requisition is received by the Company, send notice of a general meeting, the requisitioning

Shareholders, or any one or more of them holding, in the aggregate, more than 2.5% of the issued Shares of the

Company that carry the right to vote at general meetings, may send notice of a general meeting to be held to transact

the business stated in the requisition.

Unless the Shareholders resolve otherwise by an ordinary resolution at the general meeting called by the

requisitioning shareholders, the Company must reimburse the requisitioning Shareholders for the expenses actually

and reasonably incurred by them in requisitioning, calling and holding that meeting.

Election of Directors

At every annual general meeting the Shareholders entitled to vote at the annual general meeting for the

election of Directors are entitled to elect a Board consisting of the number of Directors for the time being set under

the Articles and all the Directors cease to hold office immediately before such election but are eligible for re-

election.

If the Company fails to hold an annual general meeting on or before the date by which the annual general

meeting is required to be held under the BCBCA or the shareholders fail, at the annual general meeting, to elect or

appoint any Directors then each Director then in office continues to hold office until the earlier of:

k the date on which his or her successor is elected or appointed; and

k the date on which he or she otherwise ceases to hold office under the BCBCA or the Articles.

Disclosure of Shareholdings

Early Warning Reporting Requirements

Canadian Securities Laws contain early warning requirements pursuant to which every person, except

pursuant to a formal bid, acquires beneficial ownership of, or the power to exercise control or direction over, or

securities convertible into, voting or equity securities of any class of the Company that, together with such person’s

securities of that class, would constitute 10% or more of the outstanding securities of that class must immediately

issue a press release disclosing the acquisition and containing the information prescribed in Section 3.1 of National

Instrument 62-103 — The Early Warning System and Related Take-Over Bid and Insider Reporting Issues

(“NI 62-103”) and within two business days file a report disclosing the acquisition and the information

prescribed in Section 3.1 of NI 62-103. A copy of NI 62-103 is available at the British Columbia Securities

Commission website at www.bcsc.bc.ca/instruments.aspx. The press release may omit certain information as long

as it is provided in the report. A person is deemed to beneficially own such securities if the person is the beneficial
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owner of securities convertible within 60 days into such securities of that class, or has the right or obligation, on

conditions or not, to acquire that security within 60 days.

A further press release (immediate) and report (within two business days) is required for each further
additional 2% acquired or where there has been a change in a material fact in an earlier report. Dispositions are not

expressly mandated to be reported under the early warning requirements (although they are to be reported if such

disposition constitutes a change in a material fact from an earlier report). Such dispositions are reported by insiders

above the 10% threshold on insider reports.

Insider Reporting Requirements

An insider of the Company includes: (a) a director or an officer of the Company, (b) a director or an officer of a

person that is itself an insider or a subsidiary of the Company, (c) a person that has (i) beneficial ownership of, or

control or direction over, directly or indirectly, or (ii) a combination of beneficial ownership of, and control or

direction over, directly or indirectly, securities of the Company carrying more than 10% of the voting rights attached

to all the Company’s outstanding voting securities.

If, while a person is an insider of the Company, (a) the person enters into a transaction involving a security of

the Company or, for any other reason, the person’s direct or indirect beneficial ownership of, or control or direction
over, securities of the Company changes from that shown or required to be shown in the latest insider report filed by

the person, or (b) the person enters into a transaction involving a related financial instrument, the person must,

within the prescribed period, file an insider report in the required form on the SEDI website at www.sedi.ca. A

detailed guide on how to make insider filings in Canada can be found at https://www.sedi.ca/sedi/new_help/

english/public/help_front_page.htm.

A “related financial instrument” is defined as: (a) an instrument, agreement, security or exchange contract the

value, market price or payment obligations of which are derived from, referenced to or based on the value, market

price or payment obligations of a security, or (b) any other instrument, agreement or understanding that affects,

directly or indirectly, a person’s economic interest in respect of a security or an exchange contract.

Classes of Shares

The Company has two classes of Shares: Shares without par value and Preferred Shares without par value.

The holders of the Shares are entitled to one vote per Share at all meetings of Shareholders except meetings at

which only holders of another specified class or series of Shares of the Company are entitled to vote separately as a

class or series. Subject to the prior rights of the holders of Preferred Shares and any other Shares ranking senior to

the Shares, the holders of Shares are entitled to receive dividends as and when declared by the Directors, and to

receive a pro rata share of the remaining property and assets of the Company in the event of liquidation, dissolution

or winding up of the Company. The Shares have no pre-emptive, redemption, purchase or conversion rights. Neither

the BCBCA nor the Articles impose restrictions on the transfer of Shares on any securities register of the Company,

provided that the Company receives the certificate representing the Shares to be transferred together with a duly

endorsed instrument of transfer and payment of any fees and taxes which may be prescribed by the Board from time

to time. There are no sinking fund provisions in relation to the Shares and they are not liable to further calls or to

assessment by the Company. The BCBCA provides that the rights and provisions attached to any class of Shares

may not be modified, amended or varied unless consented to by special resolution passed by a majority of not less
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than two-thirds of the votes cast in person or by proxy by holders of Shares of that class and the Shareholders as a

whole.

The Preferred Shares rank senior to the Shares as to the payment of dividends and the distribution of property

and assets on the liquidation, dissolution or winding up of the Company. Holders of Preferred Shares will not be

entitled to any voting rights as a class except as may be provided under the BCBCA other than those voting rights

which attach to any series of Preferred Shares as determined by the Directors from time to time. The Preferred

Shares are issuable in one or more series, each consisting of such number of Preferred Shares as may be fixed by the

Directors. The Directors may from time to time by resolution passed before the issue of any Preferred Shares of any

particular series, alter the Articles to determine the designation of the Preferred Shares of that series, to fix the

number of Preferred Shares of that series and to create, define and attach special rights and restrictions to the

Preferred Shares of that series.

Reduction of capital

The Company may reduce its share capital if it is authorised to do so by court order or by special resolution of

its Shareholders. The Company may reduce its share capital without a court order or a special resolution, subject to

its Articles and the BCBCA, in order to redeem, purchase or otherwise acquire any Shares, accept a surrender of

Shares by way of gift or for cancellation or convert fractional Shares into whole Shares. The Company may not

reduce its share capital by special resolution if there are reasonable grounds for believing that the realisable value of

the Company’s assets would, after the reduction, be less than the aggregate of its liabilities.

Share repurchases

Subject to the BCBCA and the Company’s Articles, the Company may purchase its own Shares on such terms

and at such times as may be determined by the Directors from time to time. The Company may not make a payment

or provide any other consideration to purchase or otherwise acquire any of its Shares if there are reasonable grounds

for believing that the Company is insolvent or making the payment or providing the consideration would render the

Company insolvent. TSX Listing Policies and applicable Canadian Securities Laws regulate the purchase or other

acquisition by the Company of its own Shares. Subject to a limited number of exemptions, the Company must

comply with a detailed body of rules with the intended purpose that all of the Company’s shareholders are treated

equally. For further details, and a summary of applicable Hong Kong requirements in relation to share repurchase,

see section “— Purchase by the Company of its Own Securities”.

Statutory derivative actions

A Shareholder or Director of the Company (the “complainant”) may, with leave of a court of competent

jurisdiction, prosecute a legal proceeding in the name and on behalf of the Company:

k to enforce a right, duty or obligation owed to the Company that could be enforced by the Company
itself; or

k to obtain damages for any breach of such a right, duty or obligation.

With leave of a court of competent jurisdiction, a complainant may, in the name and on behalf of the

Company, defend a legal proceeding brought against the Company.
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A court of competent jurisdiction may grant leave on terms it considers appropriate if:

k the complainant has made reasonable efforts to cause the Directors to prosecute or defend the legal
proceeding;

k notice of the application for leave has been given to the Company and any other person that the court may

order;

k the complainant is acting in good faith; and

k it appears to the court that it is in the best interests of the Company for the legal proceeding to be

prosecuted or defended.

Protection of minorities

A Shareholder may apply to a court of competent jurisdiction for an order on the ground:

k that the affairs of the Company are being or have been conducted, or that the powers of the Directors are

being or have been exercised, in a manner oppressive to one or more of the Shareholders, including the

applicant; or

k that some act of the Company has been done or is threatened, or that some resolution of the Shareholders

or of the Shareholders holding Shares of a class or series of Shares has been passed or is proposed, that is

unfairly prejudicial to one or more of the Shareholders, including the applicant.

On application, the court may, with a view to remedying or bringing to an end the matters complained of,

make any interim or final order it considers appropriate, including an order:

k directing or prohibiting any act;

k regulating the conduct of the Company’s affairs;

k appointing a receiver or receiver manager;

k directing an issue or conversion or exchange of Shares;

k appointing Directors in place of or in addition to all or any of the Directors then in office;

k removing any Director;

k directing the Company to purchase some or all of the Shares of a Shareholder and, if required, to reduce

its capital in the manner specified by the court, unless the Company is insolvent or the purchase would

render it insolvent;

k directing a Shareholder to purchase some or all of the Shares of any other Shareholder;

k directing the Company, unless the Company is insolvent or the payment would render it insolvent, or any

other person, to pay to a Shareholder all or any part of the money paid by that Shareholder for Shares of

the Company;

k varying or setting aside a transaction to which the Company is a party and directing any party to the

transaction to compensate any other party to the transaction;

k varying or setting aside a resolution;

k requiring the Company, within a time specified by the court, to produce to the court or to an interested

person financial statements or an accounting in any form the court may determine;
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k directing the Company, subject to the BCBCA, to compensate an aggrieved person, unless the Company

is insolvent or the payment of such compensation would render it insolvent;

k directing correction of the registers or other records of the Company;

k directing that the Company be liquidated and dissolved, and appointing one or more liquidators, with or

without security;

k directing that an investigation be made under the BCBCA;

k requiring the trial of any issue; or

k authorising or directing that legal proceedings be commenced in the name of the Company against any

person on the terms the court directs.

Disposal of assets

Under the BCBCA, the Company may not sell, lease or otherwise dispose of all or substantially all of the

Company’s assets and undertaking unless it does so in the ordinary course of the Company’s business or it has been

authorised to do so by special resolution. Otherwise, there are no specific restrictions under the BCBCA on the

power of the Directors to dispose of the Company’s assets. Under the BCBCA, in the exercise of those powers, the

Directors must discharge their duties of care to act in good faith, for a proper purpose and in the best interests of the

company.

The Company is subject to the provisions of Multilateral Instrument 61-101 of the Canadian Securities

Administrators (“MI 61-101”). The intended purpose of MI 61-101 is to regulate business combinations, insider

bids, issuers bids, and related party transactions in order to treat all security holders in a manner that is fair and that is

perceived to be fair, by setting out Formal Valuation and minority approval requirements for these kinds of

transactions in certain prescribed circumstances.

Accounting and auditing requirements

A Canadian public company that is listed on the TSX, such as the Company, must prepare annual financial

statements which must be audited, and unaudited quarterly financial statements. The annual financial statements

and the auditors report must also be presented to the annual general meeting of Shareholders and delivered to

Shareholders.

Securities registers

The Company must maintain, at a location designated by the Directors, a central securities register in which it

registers the Shares issued by the Company, all transfers of Shares so issued and details of such issuances and

transfers. The Company may also maintain one or more branch registers at locations designated by the Directors.

Particulars of each issue or transfer of a Share registered in a branch securities register must also be promptly

registered in the central securities register.

Inspection of books and records

A Shareholder may, during statutory business hours and without charge, inspect the records of the Company,

other than certain records prescribed under the BCBCA as records that a Shareholder is not entitled to inspect.
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Special resolutions

The BCBCA provides that a resolution of the Company is a special resolution when it has been passed by a

majority of at least 2⁄3 of the votes cast on the resolution.

Subsidiary owning Shares in parent

The Company may purchase or otherwise acquire shares of a corporation of which it is a subsidiary. The

Company must not purchase any of the shares of its parent corporation if there are reasonable grounds for believing

that the Company is insolvent, or the purchase would render the Company insolvent. Likewise, a subsidiary of the

Company may purchase or otherwise acquire Shares provided that there are no reasonable grounds for believing

that the subsidiary is insolvent or that the purchase would render it insolvent.

Arrangements and other fundamental corporate transactions

The BCBCA provides for arrangements and other fundamental corporate transactions involving the

Company, the Shareholders, creditors and other persons. The relevant provisions of the BCBCA permit

fundamental changes to take place with respect to the Company affecting Shareholders, creditors and other

persons if certain approvals are obtained from the affected Shareholders, creditors and other persons. In the case of

arrangements, the prior approval of a court of competent jurisdiction is also required.

Arrangements are typically used for numerous forms of acquisitions, going-private transactions, substitutions

of new Shares for arrears of dividends on existing Shares, exchanges of Shares for Shares or other securities of the

Company or of another body corporate, exchanges of Shares or other securities for money and, in the case of

creditors, debt reorganisations.

Dissent and Appraisal Rights

The BCBCA provides that Shareholders of the Company are entitled to exercise dissent rights in respect of

certain matters and to be paid the fair value of their Shares in connection therewith. The right of dissent is applicable

in respect of:

k a resolution to alter the articles to alter restrictions on the powers of the Company or on the business it is

permitted to carry on;

k a resolution to adopt an amalgamation agreement or otherwise approve an amalgamation;

k a resolution to approve an arrangement, the terms of which arrangement permit dissent;

k a resolution to authorise or ratify the sale, lease or other disposition of all or substantially all of the

Company’s undertaking;

k a resolution to authorise the continuation of the Company into a jurisdiction other than British Columbia;

k any other resolution, if dissent is authorised by the resolution; or

k any court order that permits dissent.

The BCBCA sets out the process and procedures that must be followed for a Shareholder to exercise dissent

rights.
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Stamp duty on transfers

No Canadian or British Columbia stamp duty is payable on transfers of shares in a company that is

incorporated or continued in British Columbia.

PURCHASE BY THE COMPANY OF ITS OWN SECURITIES

This section includes information required by the Stock Exchange to be included in this prospectus

concerning the repurchase by the Company of its own securities.

Canadian Provisions

The BCBCA and the Articles permit the Company to purchase its own Shares on such terms and at such times

as may be determined by the Directors from time to time. The Company may not make a payment or provide any

other consideration to purchase or otherwise acquire any of its Shares if there are reasonable grounds for believing

that the Company is insolvent or that making the payment or providing the consideration would render the Company
insolvent. The Articles provide that, if the Company retains a Share redeemed, purchased or otherwise acquired by

it, the Company may sell, gift or otherwise dispose of the Share, but, while such Share is held by the Company, it:

k is not entitled to vote the Share at a meeting of its Shareholders;

k must not pay a dividend in respect of the Share; and

k must not make any other distribution in respect of the Share.

Rules Governing Issuer Bids

Under applicable Canadian Securities Laws, any offer to acquire or redeem any securities (other than

nonconvertible debt securities) made by the Company in respect of securities of its own issue made to any person

resident in a province of Canada is an “issuer bid”. The legal definition of an issuer bid specifically excludes

acquisitions or redemptions by a company of its own securities where:

k no valuable consideration is offered or paid for the securities; or

k the acquisition, redemption or offer is a step in an amalgamation, merger, reorganisation or arrangement
that requires approval in a vote of securityholders.

If the Company were to make an offer to acquire securities of its own issue, the Company would be required to

make a formal issuer bid in compliance with the requirements of applicable Canadian securities laws, unless an

exemption from these requirements is available. The requirements for making a formal issuer bid include preparing,

filing and sending an issuer bid circular in the prescribed form to all holders of the class of securities that are the

subject of the issuer bid. Unless exempt, the Company is required to obtain an independent formal valuation of the

securities that are the subject of the bid and summarise the formal valuation in the issuer bid circular.

A formal issuer bid must remain open for acceptance for a minimum of 35 days and the Company must not

take up any securities deposited under the bid until at least 35 days have elapsed. Depositing securityholders are

entitled to withdraw their securities at any time before the securities are taken up by the Company. Adequate

arrangements must be in place before the commencement of a bid to ensure that the required funds are available to

make full payment of all cash consideration offered in respect of the securities subject to the bid.

Acquisitions of securities by the Company are restricted during the issuer bid and for the 20 business days

after the expiry of the issuer bid. In addition, there is a prohibition against selling or agreeing to sell any securities
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subject to the bid from the date of announcement of the intention to make the bid until its expiry, except for sales in

respect of dividend plans, dividend reinvestment plans, employee purchase plans and other similar plans.

In the case of a partial issuer bid, the Company is required to take up and pay for the securities proportionately

according to the number of securities deposited by each securityholder. However, the Company is not required to

take up securities on a pro rata basis from those securityholders who are entitled to elect a minimum price per

security and elect a minimum price that is higher than the price that the Company pays for securities under the bid.

Certain issuer bids are exempt from the formal issuer bid requirements. The following is a summary of some

of the principal exemptions available under applicable Canadian Securities Laws for issuer bids.

Foreign Bid Exemption

There is an exemption for issuers with minimal share ownership presence in Canada. This exemption is

available where less than 10% of the securities subject to the bid are held by securityholders in Canada (including

beneficial ownership) and the published market with the greatest dollar value of trading in the securities subject to

the bid during the 12 months preceding the commencement of the bid is not in Canada. In order for an offeror to rely

on this exemption, securityholders in Canada must be able to participate in the bid on terms at least as favourable as

the terms that apply to the general body of securityholders of the same class and the information and issuer bid

materials must be filed in Canada and sent to Canadian security holders.

Minimal Connection Exemption

An exemption is also available for issuer bids where the number of registered holders of securities of the class

subject to the bid in each province of Canada is fewer than 50 and securityholders in each province beneficially own

less than 2% of the outstanding securities of the class. Canadian security holders must be entitled to participate in

the bid on terms at least as favourable as the terms that apply to the general body of security holders of the same class

and the information and issuer bid materials must be filed in Canada and sent to Canadian security holders.

Redemption or Retraction Exemption

A company is permitted to acquire its own securities in accordance with redemption or retraction provisions

in the terms and conditions attaching to the class of securities, or as required by law.

Employee, Executive Officer, Director and Consultant Exemption

A company is permitted to repurchase its own securities from its current and former employees, consultants,

executive officers and directors and current and former employees, consultants, executive officers and directors of
its affiliates. The exemption requires that if there is a published market for the securities, the value of the

consideration paid must not be greater than the market price and that purchases not exceed 5% of the outstanding

securities of the class in any 12-month period.

Normal Course Issuer Bid Exemption

An issuer bid is exempt if it is made in the normal course over the TSX, the TSX-V or another designated

exchange in accordance with the rules and regulations of that exchange.

An issuer bid made in a published market that is not a designated exchange will also be exempt if:

k the bid is for not more than 5% of the outstanding securities of the class;
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k the aggregate number of securities acquired under this exemption within any 12-month period under the

exemption does not exceed 5% of the outstanding securities at the beginning of the period; and

k the value of the consideration paid for any of the securities does not exceed the market price plus

reasonable brokerage fees and commissions actually paid.

A company relying on this exemption is required to issue and file a news release describing the class and

number of securities, the dates of the issuer bid, the consideration offered, the manner in which the securities will be

acquired and the reasons for the bid.

TSX Rules for Normal Course Issuer Bids

Pursuant to the TSX Listing Policies a normal course issuer bid carried out over the facilities of the TSX is

subject to the following requirements:

1. Volume Limitations

The rules of the TSX limit the volume of purchases by the Company of its Shares in two ways.

First, the rules of the TSX limit the number of listed securities that may be purchased by an issuer under an

issuer bid on any trading day, when aggregated with all other purchases by the issuer during the same trading day

over the TSX, to not more than the greater of: (i) 25% of the average daily trading volume (“ADTV”) of the listed

securities of that class; and (ii) 1,000 securities. An issuer may make one “block purchase” per calendar week that

exceeds this daily repurchase limit. A “block” means a quantity of securities, not owned, directly or indirectly, by an

insider of the issuer, that either (i) has a purchase price of C$200,000 or more; (ii) is at least 5,000 securities and has

a purchase price of at least C$50,000; or (iii) is at least 20 board lots of the security and total 150% or more of the

ADTV for that security. However, once the block purchase exception has been relied on, the issuer may not make

any further purchases under the issuer bid for the remainder of that calendar day.

The “average daily trading volume” or “ADTV” means the trading volume on the TSX for the most recently

completed six calendar months preceding the date of acceptance of the notice of the issuer bid by the TSX,

excluding any purchases made by the issuer through the facilities of TSX under its issuer bid during such six

months, divided by the number of trading days for the relevant six months.

Second, the rules of the TSX limit the number of listed securities that may be purchased in a 12-month period

commencing on the date specified in the notice of the issuer bid to a number that does not exceed the greater of

(i) 10% of the public float; and (ii) 5% of such class of securities issued and outstanding, in each case calculated on

the first day of the 12 month period. This limitation is based on total purchases on the TSX, other stock exchanges or

otherwise.

The “public float” means the number of securities which are issued and outstanding less the number of

securities that are pooled, escrowed or non-transferable, and less the number of securities, known by the issuer after

reasonable inquiry, beneficially owned or over which control or direction is exercised by the issuer, every senior

officer or director of the issuer and every person who beneficially owns or exercises control or direction over more

than 10% of the issued and outstanding securities of any class of voting securities or equity securities of the issuer.

2. Price Limitations

Purchases made pursuant to an issuer bid must be made at a price which is not higher than the last independent

trade of a board lot of the securities to which the issuer bid relates. Trades that are not “independent trades” under
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the TSX rules include both trades, directly or indirectly, for the account on an insider of the issuer, and certain trades

made by, or for the account of the broker that is engaged by the issuer in respect of the issuer bid.

3. Timing Limitations

An issuer may not make any purchases pursuant to an issuer bid at the opening of a trading session, or during

the 30 minutes before the scheduled close of a trading session. However, purchases of securities under an issuer bid

may be effected through the market on close facility.

4. Prohibited Trades

It is a principle of issuer bids that all transactions should be made in the open market without abnormally

influencing the market price of the securities, treating all holders of identical securities in a fair and even-handed
manner. Accordingly, the TSX prohibits private agreement purchases other than by means of open market

transactions.

An intentional cross or pre-arranged trade is not permitted under an issuer bid, unless such trade is made in

connection with the block purchase exception.

Purchases under an issuer bid may not be made from a person or company effecting a sale from a control block

(from a holder of securities carrying more than 20% of the votes or in a position to affect the control of an issuer).

This prohibition is intended to ensure that a large security holder is not, in effect, selling down its position in an

issuer to the issuer itself. The TSX rules provide that it is the responsibility of the broker acting as agent for the

issuer in respect of an issuer bid to ensure that it is not bidding in the market at the same time as a broker is offering

the same class of securities under a sale from control.

An issuer may not purchase securities pursuant to an issuer bid when the issuer possesses any material

information which has not been generally disclosed. However, it is open to the issuer to enter into arrangements with

its broker to implement an automatic securities purchase plan that would permit that broker to make trades on the

issuer’s behalf on the issuer bid during blackout periods when trades in the issuer’s securities by insiders would be

otherwise prohibited. These arrangements must be pre-cleared by the TSX.

In addition, an issuer may not make any purchases under an issuer bid during a circular bid for those

securities. This restriction applies during the period from the first public announcement of the circular bid to

termination of the period during which securities may be deposited under such issuer bid.

5. Procedure

The TSX procedure for the Company to make an issuer bid is as follows:

Notice of Intention (the “Notice”)

The Notice must be filed with the TSX. The Notice is first filed in draft for TSX review and comment,

together with a draft press release (as described below) and public float schedule (if applicable). When the Notice is

in a form acceptable to the TSX, it is filed in final form duly executed by an officer or Director of the Company,

together with the final form of the press release and public float schedule (if applicable).

Duration

An issuer bid may run for a period of one year from the date on which purchases are permitted to begin

(the “Commencement Date” as defined below), and may be renewed on an annual basis thereafter.
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Press Release

A press release must be issued indicating the intention of the issuer to make an issuer bid, and summarising

the material contents of the Notice. The press release is first filed with the TSX for its review, together with the draft

Notice and public float schedule (if applicable). A final version of the press release is filed with the TSX at the time

of filing the final form of Notice. This press release must be issued as soon as the Notice is finally accepted by the

TSX. The issuer may also issue a press release prior to final acceptance of the executed Notice by the TSX if the

press release states that the issuer bid is subject to regulatory approval.

Disclosure to Shareholders

A summary of the material information contained in an accepted Notice must be included in the next annual

report, quarterly report, information circular or other document mailed to shareholders. Security holders are entitled

to obtain a copy of the Notice without charge from the issuer.

Commencement of Purchases

Purchases under the issuer bid may commence two trading days after the later of the date of acceptance by the

TSX of the final Notice and the date of issuance of the press release described above (the “Commencement Date”).

Broker

The issuer must appoint only one broker at any one time as its broker to make purchases (the “Broker”). If the

issuer decides to change the Broker, it must obtain the written consent of the TSX.

Amendment of issuer bids

During an issuer bid, an issuer may determine to amend its notice by increasing the number of securities

sought while not exceeding: (i) the maximum volume limitations permitted by the TSX or (ii) provided that the

issuer has increased its number of issued securities that are subject to the issuer bid by at least 25% from the number

of issued securities as at the date of acceptance of the Notice by the TSX, the maximum volume limitations as

calculated as at the date of the amended notice. When the amended notice is in a form acceptable to the TSX, the

listed issuer files the amended notice in final form, duly executed by a senior officer or director of the listed issuer,

for acceptance by the TSX. The final form of the amended notice must be filed at least three clear trading days prior

to the commencement of any purchases under the amended issuer bid. In addition, a draft press release must be

provided to the TSX and the listed issuer must issue a press release as soon as the amended notice is accepted by the

TSX. A copy of the final press release shall be filed with the TSX.

Hong Kong Provisions

The Listing Rules permit companies with a secondary listing on the Stock Exchange to repurchase their own

securities on the Stock Exchange subject to certain restrictions, the more important of which are summarised below:

(a) Dealing Restrictions.

A listed company may not purchase its shares on the Stock Exchange if the purchase price is higher by 5% or

more than the average closing market price for the 5 preceding trading days on which its shares were traded on the

Stock Exchange. A listed company is required to procure that the broker appointed by it to effect a repurchase of

securities discloses to the Stock Exchange such information with respect to the repurchase as the Stock Exchange

may require.
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(b) Form of Consideration

A listed company may not purchase it shares on the Stock Exchange for a consideration other than cash or for

settlement otherwise than in accordance with the trading rules of the Stock Exchange from time to time.

(c) Suspension of Repurchase

A listed company may not purchase its shares on the Stock Exchange at any time after a price sensitive

development has occurred or has been the subject of a decision until such time as the price sensitive information is

made publicly available. In particular, during the period of one month immediately preceding the earlier of: (1) the

date of the board meeting for the approval of the listed company’s results for any year, half-year, quarter or any other

interim period; and (2) the deadline for the issuer to publish the announcement of its results for any year or half-year

under Listing Rules or any other interim period, and ending on the date of the results announcement, the listed

company may not purchase its shares on the Stock Exchange other than in exceptional circumstances.

(d) Connected Persons

A listed company is prohibited from knowingly repurchasing securities on the Stock Exchange from a

“connected person”, that is, a director, chief executive or substantial shareholder of the company or any of its

subsidiaries or their associates (as defined in the Listing Rules). A connected person is prohibited from knowingly

selling his securities to the company.

(e) Reporting requirements

Certain information relating to repurchases of securities on the Stock Exchange or otherwise must be reported

to the Stock Exchange not later than 30 minutes before the earlier of the commencement of the morning trading

session or any pre-opening session on the following business day. In addition, a listed company’s annual report is

required to disclose details regarding repurchases of securities made during the year, including a monthly analysis

of the number of securities repurchased, the purchase price per share or the highest and lowest price paid for all such

purchases, where relevant, and the aggregate prices paid.

(f) Status of Repurchased Securities

All repurchased securities (whether effected on the Stock Exchange or otherwise) will be automatically

delisted and the certificates for those securities must be cancelled and destroyed.

(g) Prohibition of Repurchase

The Stock Exchange may prohibit a repurchase of securities on the Stock Exchange if it considers that the

listed company has breached the Listing Rules.

VOTING FOR DIRECTORS AND AUDITORS

Canadian Securities Laws preclude two-way voting in the case of an appointment of an auditor or the election

of directors. Under National instrument 51-102, a form of proxy sent to securityholders of a reporting issuer must

provide an option for the securityholder to specify that the securities registered in the securityholder’s name will be

voted for or against each matter or group of related matters identified in the form of proxy, in the notice of meeting

or in an information circular, other than the appointment of an auditor and the election of directors. A single

resolution for the appointment of two or more directors may be put to shareholders in circumstances where the

number of nominees for director is equal to or less than the number of available director positions. However, in the

event that there are more nominees for director than there are available positions, or a shareholder otherwise
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requests, the vote would be put to a poll and each nominee would be voted on. The nominees receiving the greatest

number of votes are elected.

TAKEOVER REGULATION

The Company is continued under the laws of British Columbia, where it has its head office and place of

central management. Accordingly, although the Shares will trade on the Stock Exchange and the TSX, transactions

involving Shares will not be subject to the provisions of the Takeovers Code, for such time as the Company is

considered not to be a “public company” in Hong Kong.

Takeover bids in Canada are governed by the Canadian Securities Laws. In British Columbia, which is the

principal jurisdiction in Canada in which the Company is a “reporting issuer” (as defined under applicable Canadian

Securities Laws), when any person (an “offeror”), except pursuant to a formal bid, acquires beneficial ownership of,

or the power to exercise control or direction over, or securities convertible into, voting or equity securities or any

class of a reporting issuer that, together with such offeror’s securities and the securities of any person acting jointly

and in concert with the offeror, would constitute 10% or more of the outstanding securities of that class, the offeror
must immediately issue and file a press release announcing the acquisition, and file a report of such acquisition with

the applicable securities regulatory authorities within two business days thereafter. Certain eligible institutions may

elect an alternate reporting system. Once an offeror has filed such report, the offeror is required to issue further press

releases and file further reports each time the offeror, or any person acting jointly or in concert with the offeror,

acquires beneficial ownership of, or the power to exercise control over, or securities convertible into, an additional

two percent or more of the outstanding securities of the applicable class or there is a change in a material fact

contained in such report.

A takeover bid is generally defined as an offer to acquire a class of outstanding voting or equity securities of

an issuer made to any holder of such securities and resident in such province where the securities subject to the offer,

together with securities held by the offeror and any person acting in concert with the offeror, constitute in aggregate

20% or more of the outstanding securities of that class at the date of the offer. Subject to limited exemptions, a

takeover bid must be made to all holders of such class of securities who are in such province, and must allow such

holders 35 days to deposit securities pursuant to the bid. The offeror must deliver to the holders of the securities a

takeover bid circular which describes the terms of the takeover bid and the directors of the target company must

deliver to the holders of that target company a directors’ circular within 15 days of the date of the bid, making a

recommendation to holders of the securities to accept or reject the bid.

However there are several exemptions from the requirement to make a formal offer to all shareholders. A

significant exemption is the private agreement exemption. Pursuant to this exemption, an offeror could acquire

shares from up to five persons where the value of the consideration paid does not exceed 115% of the market price of

the securities, without having to make a formal bid to all securityholders. This means that all the shares of a

controlling shareholder, such as Ivanhoe, could be acquired by an offeror without securityholder approval or a

formal bid being made to all securityholders.

Under Section 300 of the BCBCA, where an offer to acquire all of the shares of an issued class of a subject

company has, within four months after the offer, been accepted by holders of not less than 90% of the shares subject

to that offer, other than shares held at the date of the offer by or on behalf of the acquiring person, the acquiring

person may give notice in the prescribed manner and within a prescribed period to any dissenting shareholder that it

intends to acquire the remaining shares pursuant to Section 300 of the BCBCA. If a notice is sent to a dissenting
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shareholder, the acquiring person is entitled and bound to acquire all of the shares of that dissenting shareholder that

were involved in the offer for the same price and on the same terms contained in the acquisition offer unless the

court orders otherwise on an application made by that dissenting shareholder within 2 months after the date of the

notice. On the application of a dissenting shareholder, the court may set the price and terms of payment and make

consequential orders and give directions the court considers appropriate. If a notice has been sent by an acquiring

person and the court has not ordered otherwise, the acquiring person must, no earlier than 2 months after the date of

the notice, or, if an application to the court by the dissenting shareholder to whom the notice was sent is then

pending, at any time after that application has been disposed of, send a copy of the notice to the subject company,

and pay or transfer to the subject company the amount or other consideration representing the price payable by the

acquiring person for the shares that are referred to in the notice. On receiving the copy of the notice and the amount

or other consideration to be paid for the relevant shares, the subject company must register the acquiring person as a

shareholder with respect to those shares. If the acquiring person has not, within one month after becoming entitled to

do so, sent the acquisition notice, the acquiring person must send a written notice to each dissenting shareholder

stating that the dissenting shareholder, within 3 months after receiving the notice, may require the acquiring person

to acquire the shares of that dissenting shareholder that were involved in the acquisition offer. If a dissenting

shareholder requires the acquiring person to acquire the dissenting shareholder’s shares, the acquiring person must

acquire those shares for the same price and on the same terms contained in the acquisition offer.

There are no provisions in the Articles that would have the effect of delaying, deferring or preventing a change

in control of the Company beyond the applicable provisions of the BCBCA. The Company is not aware of any

existing arrangements the operation of which may at a subsequent date result in a change in control of the Company.

There is no limitation imposed by the laws of British Columbia and the federal laws of Canada applicable

therein, or the Articles, on the right of a non-Canadian to hold or vote the Shares, other than as provided in the

Investment Canada Act (the “Investment Act”), which generally prohibits a reviewable investment by an entity that

is not a “Canadian”, as defined, unless after review, the minister responsible for the Investment Act is satisfied that

the investment is likely to be of net benefit to Canada. An investment in the Shares by a non-Canadian who is not a

“WTO investor” (which includes governments of, or individuals who are nationals of, member states of the World

Trade Organisation and corporations and other entities which are controlled by them), at a time when the Company

was not already controlled by a WTO investor, would be reviewable under the Investment Act under three

circumstances. First, if it was an investment to acquire control (within the meaning of the Investment Act) and the

value of the Company’s assets, as determined under Investment Act regulations, was C$5 million or more. Second,

the investment would also be reviewable if an order for review was made by the federal cabinet of the Canadian

government on the grounds that the investment related to Canada’s cultural heritage or national identity (as

prescribed under the Investment Act), regardless of asset value. Third, the investment would also be reviewable if an

order for review is made by the federal cabinet of the Canadian government on the grounds that an investment by a

non-Canadian could be injurious to national security. An investment in the Shares by a WTO investor, or by a non-

Canadian at a time when the Company was already controlled by a WTO investor, would be reviewable under the

Investment Act if it was an investment to acquire control and the value of the Company’s assets, as determined under

Investment Act regulations, was not less than a specified amount, which for 2009 is C$312 million. The usual

thresholds for review for direct acquisitions of Canadian businesses (other than acquisitions of cultural businesses)

by foreign investors will change as of a date to be determined by the federal cabinet of the Canadian Government. At

that time transactions will be reviewable only if the “enterprise value” of the assets of the Canadian business is equal
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to or greater than (a) C$600 million, in the case of investments made during the first two years after the amendments

come into force; (b) C$800 million, in the case of investments made during the third and fourth years after the

amendments come into force; and (c) C$1 billion, in the case of investments made between the fifth year after the

amendments come into force and December 31 of the sixth year after the amendments come into force. This

threshold will thereafter be adjusted on an annual basis. The Investment Act provides detailed rules to determine if

there has been an acquisition of control. For example, a non-Canadian would acquire control of the Company for the

purposes of the Investment Act if the non-Canadian acquired a majority of the Shares. The acquisition of less than a

majority, but one-third or more, of the Shares would be presumed to be an acquisition of control of the Company

unless it could be established that, on the acquisition, the Company not controlled in fact by the acquirer. An

acquisition of control for the purposes of the Investment Act could also occur as a result of the acquisition by a non-

Canadian of all or substantially all of the Company’s assets.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following discussion applies to a Shareholder who, at all relevant times, for purposes of the Income Tax

Act (Canada) (the “ITA”), is neither resident nor deemed to be resident in Canada, deals at arm’s length and is not

affiliated with the Company, holds the Shares as capital property, does not and is not deemed to use or hold the

Shares in, or in the course of, carrying on a business in Canada, does not hold Shares as part of the business property

of a permanent establishment in Canada and is not a foreign affiliate of a taxpayer resident in Canada for the purpose

of the ITA (a “Non-Resident Shareholder”). In addition, this discussion does not apply to an insurer who carries on

business in Canada and elsewhere, an “authorised foreign bank”, a “financial institution”, a “specified financial

institution”, or an entity or interest of which is a “tax shelter investment” (all as defined in the ITA).

This discussion is based on the facts set out in this prospectus, the provisions of the ITA in force on the date

hereof and the Company’s understanding of the current administrative policies of and assessing practices of the

Canada Revenue Agency (the “CRA”) made publicly available prior to the date hereof. It also takes into account all

specific proposals to amend the ITA publicly announced by or on behalf of the Minister of Finance (Canada) prior to

the date hereof. This discussion does not otherwise take into account or anticipate any changes in law or in the

administrative policies or assessing practices of the CRA, whether by legislative, governmental or judicial action or

decision, nor does it take into account any other federal, provincial or foreign income tax considerations, which may

differ significantly from those discussed herein.

For the purposes of the ITA, each amount relating to the acquisition, holding or disposition of the Shares must

be converted to Canadian dollars, in a method acceptable to the CRA, on the effective date that the amount first

arose.

This discussion is of a general nature only and is not exhaustive of all possible Canadian federal income

tax considerations applicable to an investment in the Shares. Moreover, the income or other tax consequences

of acquiring, holding or disposing of Shares will vary depending on the holder’s particular circumstances,

including the jurisdiction or jurisdictions in which the holder resides or carries on business. Accordingly, this

summary is of a general nature only and is not intended to be legal or tax advice to any prospective purchaser

of Shares. Investors should consult their own tax advisors for advice with respect to the tax consequences of

an investment in Shares based on their particular circumstances.
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Dividends on Shares

Dividends paid or credited or deemed to be paid or credited on the Shares to a Non-Resident Shareholder will
be subject to a Canadian non-resident withholding tax at a rate of 25%. Such non-resident withholding tax may be

reduced by virtue of the provisions of an income tax treaty or convention between Canada and the country of which

the Non-Resident Shareholder is a resident.

Disposition of Shares

A Non-Resident Shareholder will not be subject to tax under the ITA in respect of any capital gain realised by

such shareholder on a disposition of Shares unless the Shares constitute “taxable Canadian property” (as defined in

the ITA) of the Non-Resident Shareholder at the time of disposition and the Non-Resident Shareholder is not

entitled to relief under an applicable income tax treaty or convention. As long as the Shares are listed on a

designated stock exchange for the purposes of the ITA (which currently includes the TSX and the Stock Exchange)

at the time of disposition, the Shares generally will not constitute taxable Canadian property of a Non-Resident
Shareholder, unless at any time during the 60 month period immediately preceding the disposition, the Non-

Resident Shareholder, persons with whom the Non-Resident Shareholder did not deal at arm’s length, or the Non-

Resident Shareholder together with all such persons, owned 25% or more of the issued Shares or any other class of

Shares of the Company. A Non-Resident Shareholder will not be subject to the requirements (including the

notification to and the obtaining of a clearance certificate from the Canadian tax authorities) of Section 116 of the

ITA in connection with a disposition of Shares if the Shares are listed on a recognised stock exchange for the

purposes of the ITA at the time of their disposition.

SHAREHOLDER PROTECTION MATTERS

Under Rule 19.05(1)(b) of the Listing Rules, the Stock Exchange may refuse a listing of securities by an issuer

if the Stock Exchange is not satisfied that the overseas issuer is incorporated or otherwise established in a

jurisdiction where the standards of shareholder protection are at least equivalent to those provided in Hong Kong.
The Joint Policy Statement states that for the purpose of determining whether an overseas company demonstrates

acceptable shareholder protection standards, the Stock Exchange ordinarily expects an overseas applicant to

demonstrate appropriate shareholder protection standards in the various shareholder protection items set out in the

attachment to the Joint Policy Statement.

The Stock Exchange accepted the Company’s application for listing on the Stock Exchange on the basis that,

with respect to most of the shareholder protection items set out in the attachment to the Joint Policy Statement, the

standards of shareholder protection afforded to shareholders of companies incorporated in British Columbia, taken

as a whole, are, in all material respects, at least equivalent to, or broadly commensurate with, standards of

shareholder protection afforded to shareholders of companies incorporated in Hong Kong.

Not all the shareholder protections afforded to shareholders of companies incorporated in British Columbia

are at least equivalent to those afforded to shareholders of companies incorporated in Hong Kong.

Material shareholder protection matters

With respect to some of the matters set out in the Attachment to the Joint Policy Statement, shareholder

protections afforded to shareholders of companies incorporated in British Columbia are not at least equivalent to,

those afforded to shareholders of companies incorporated in Hong Kong. In respect of those matters, the Company

is satisfied that such items are broadly commensurate with those protections afforded to shareholders of companies
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incorporated in Hong Kong on the grounds that there are nevertheless material shareholder protections in place in

respect of such items.

Variation of class rights

The Joint Policy Statement requirement is that the rights attached to any class of shares of an overseas

company may only be varied with the approval of members on terms comparable to those required of a Hong Kong

incorporated public company (i.e. a three-quarter majority vote in general meeting subject to rights of members

holding not less than 10% of the nominal value of the issued shares of that class to make a petition to the court to

have the variation cancelled). Under the BCBCA, alteration of class rights requires a special separate resolution by

shareholders of that class as well as by special resolution of all shareholders pursuant to section 58(2)(b) of the

BCBCA. The threshold for a special resolution in Canada is two-thirds and therefore is not equivalent to the three-

quarter majority required for a Hong Kong incorporated public company. However, the structure which is set out in
the BCBCA and is reinforced by the Articles requires a supportive vote in excess of a base majority. See section “—

Classes of Shares” for more details. There is no specific legislative right in British Columbia to petition the court in

relation to a variation of class rights by special resolution. However, minority shareholders do have the ability to

challenge an improper variation that is oppressive through the British Columbia courts through oppression remedies

available both at statute and at common law.

Voluntary winding up

The Joint Policy Statement requirement is that voluntary winding up of an overseas company must be

approved by members on terms comparable to those required of a Hong Kong incorporated public company (e.g.

currently a three-quarter majority vote in general meeting is required). The BCBCA has different resolution

requirements for voluntary dissolution and liquidation. A company may voluntarily dissolve by passing an ordinary

resolution. However, before a company can voluntarily dissolve it must have no assets and either no liabilities or

adequate provision for payment of its liabilities. These provisions provide protection for shareholders in that all the

company’s assets will have to be distributed out before dissolution. Liquidation of a company in British Columbia

requires a special resolution.

Notice of a special resolution

The Joint Policy Statement requirement is that overseas companies must ensure that any annual general

meeting or any extraordinary general meeting at which a resolution that requires the approval of members by three-

quarter majority vote will be proposed shall be convened in at least 21 days’ written notice; and that any other

general meeting shall be convened on at least 14 days’ notice. The Company’s articles specify only a two-thirds

majority. However, the notice period requirement for such two-third majority, special resolutions of the Company is

at least equivalent, or broadly commensurate, under British Columbia law to that afforded to shareholders of

companies incorporated in Hong Kong for resolutions requiring a three-quarters majority.

Change to constitutional document

The Joint Policy Statement requirement is that for any change to an overseas company’s constitutional

document, however framed, there should be a general requirement for the company to obtain the approval of

members on terms comparable to those required of a Hong Kong incorporated public company (e.g. currently a

three-quarter majority vote in general meeting is required). Changes to the Company’s authorised share structure,
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name, special rights and restrictions attaching to shares and corporate powers all require approval by a special

resolution. The Company’s Articles specify a two-thirds majority for special resolutions.

Reduction of share capital

The Joint Policy Statement requirement is that any reduction of share capital in an overseas company must be

subject to confirmation by the court and be approved by members on terms comparable to those required of a Hong

Kong incorporated public company (e.g. currently a three-quarter majority vote in general meeting is required).

Under the BCBCA, a company can reduce its share capital by court order or by special resolution (currently a two-

thirds majority vote), unlike Hong Kong, which requires both. Except where authorised by a court order, under the

BCBCA, a company may not reduce its share capital if to do so would render the company insolvent.

Redemption of shares

The Joint Policy Statement requirement is that an overseas company may only redeem its shares out of

distributable profits or fresh proceeds from a new issue of shares or under other circumstances comparable to those

under which a Hong Kong incorporated public company may be allowed to make such redemption. The primary

restriction on redemption of shares for a British Columbia company is that redemption is not permitted if the

company is insolvent or would be rendered insolvent as a result of the redemption.

Distribution of assets

The Joint Policy Statement requirement is that an overseas company may only distribute its assets to its

members in circumstances comparable to those under which a Hong Kong incorporated public company may be

allowed to make such distribution, that is, out of realised profits and if out of assets, the remaining net assets must

not be less than the share capital plus undistributable reserves. The primary restriction on a British Columbia
company’s ability to pay dividends is that the payment of the dividend cannot result in the company being insolvent.

There is no requirement that dividends have to be paid out of profits, as is the case in Hong Kong, although a British

Columbia company does have protections where such distributions would reduce the share capital of the company,

in which case a court order or special resolution is required.

Other matters

In respect of the following matters, the Company notes that there are three areas in the Joint Policy Statement

which are addressed in significantly divergent manners as between Canada and Hong Kong, and as such it is not

possible for the Company or the Joint Sponsors to state or conclude on objective grounds that such three areas are

truly comparable. The three areas are as follows:

Loans to directors

The Joint Policy Statement requirement is that the circumstances under which an overseas company may

make loans, including quasi loans and credit transactions, to a director must be confined to circumstances no less

stringent than those permitted for a Hong Kong incorporated public company. Under the BCBCA, there is no

prohibition on giving financial assistance to directors, although disclosure is mandated under the BCBCA except in

limited circumstances. Under the BCBCA, full details of any loans to directors must be disclosed on an annual basis

and, if such loans are sufficiently large, approval of the minority shareholders must be obtained.
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Financial assistance

The Joint Policy Statement requirement is that the circumstances under which an overseas company may give

financial assistance for the acquisition of its own shares must be clearly stated. Financial assistance is not expressly

defined under the BCBCA but would be interpreted broadly enough to cover each of the areas set out in the

Companies Ordinance definition of that term. Under the BCBCA there is no prohibition on giving financial

assistance to a person who is acquiring or proposing to acquire shares of the Company. Instead, the BCBCA requires

disclosure of material financial assistance for this purpose. Under section 195 of the BCBCA, subject to certain

carve-outs for financial assistance by ordinary course lenders, to certain related entities and persons, to employees

for housing and to employees to purchase shares or to court waiver, a company must disclose any financial

assistance that is material to the company and that the company gives to (a) a person known to the company to be a

shareholder of, a beneficial owner of a share of, a director of, an officer of or an employee of (i) the company, or

(ii) an affiliate of the company, (b) a person known to the company to be an associate of any of the persons referred

to in paragraph (a), or (c) any person for the purpose of a purchase by that person of a share issued or to be issued by

the company or an affiliate of the company.

Payment to Directors for compensation for loss of office or retirement from office

The Joint Policy Statement requirement is that any payment to a director or past director of an overseas

company as compensation for loss of office or retirement from office is required to be approved by members of the

company on terms comparable to those required of a Hong Kong incorporated public company (e.g. currently a

majority vote in general meeting is required). Under the BCBCA, the directors of the Company have the power to

approve agreements with directors and officers that provide for payments upon termination of employment, a

change of control of the corporation, or change of responsibilities following a change of control. All such contracts

with named executive officers must be described in the Company’s proxy circular and, if they are material and not in

the ordinary course of business, filed on the SEDAR website where they are available for public inspection.

Canadian takeover bid rules prohibit the payment of a collateral benefit to any person in connection with a bid for

control of a corporation. Any payment by a bidder to a director or officer upon a change of control as compensation

for loss of office where that payment was not previously approved by the board and the compensation committee

could constitute a collateral benefit and would be prohibited.

Notifiable and Connected Transactions

The Canadian and Hong Kong regulatory regimes governing notifiable and connected transactions have

differences in approach, but both provide material shareholder protections.

In terms of notifiable transactions, the Hong Kong system uses asset, consideration, profit, revenue and equity
capital ratios to determine whether a transaction is subject to the notifiable transaction requirements. The Canadian

system does not prescribe ratios in determining whether a transaction is notifiable, but instead focuses on whether

the details of a transaction constitute “material information”. Material information is any information relating to the

business and affairs of a company that results in or would reasonably be expected to result in a significant change in

the market price or value of any of the company’s listed securities.

In terms of connected party transactions, both the Hong Kong and Canadian regulatory regimes have the same

policy basis in terms of providing shareholder approval, independent valuation and disclosure requirements for

transactions that are conducted with “connected persons” of an issuer. The definition of “related-party transaction”
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in MI 61-101, the instrument governing related party transactions, is broad enough to include the transactions

contemplated in the definition of “transaction” in Chapter 14A. The definition of “related party” in MI 61-101 is

similar to the definition of “connected person” in Chapter 14A, but it does not include past directors, associates,

promoters or supervisors.

Further details of the Canadian regulatory regime for notifiable and connected transactions are set-out below.

Notifiable Transactions

In British Columbia three sources of regulation govern notifiable transactions, the TSX Manual, the British

Columbia Securities Act and the British Columbia Business Corporations Act. The following is a summary of the

regulations under each source.

TSX Manual

The Company is required to immediately notify the TSX in writing of any transaction involving the issuance

or potential issuance of any of its securities including exchangeable and convertible securities other than unlisted,

non-voting, non-participating securities. A TSX listed issuer may not proceed with a specified transaction unless

accepted by the TSX. In addition to any specific requirement for shareholders’ approval, the TSX will generally

require shareholders’ approval as a condition of acceptance of a transaction if, in the opinion of the TSX, the

transaction materially affects control of the TSX listed issuer; provides consideration to insiders in aggregate of

10% or greater of the market capitalisation of the TSX listed issuer and has not been negotiated at arm’s length. In

addition to the general notification and shareholders’ approval requirements, the TSX imposes certain additional

requirements for prospectus offerings, private placements, acquisitions which involve the issuance of securities and

other corporate actions related to share issuances.

British Columbia Securities Act

There is a general requirement on all reporting issuers in Canada to make immediate disclosure of any
material change in its affairs by immediately issuing and filing a news release disclosing the nature and substance of

the change and no later than 10 days after the date on which the change occurred, file a material change report.

There are two types of transactions that require pre-review by Canadian securities regulators, rights offerings and

prospectus offerings.

British Columbia Business Corporations Act (“BCBCA”)

Under the BCBCA, there are certain transactions that require the notification to, and approval of, shareholders

of the Company. These transactions include article amendments, amalgamations, plans of arrangement;

compulsory acquisitions; disposals of significant assets, continuances, and dissolutions and liquidations.

Connected Party Transactions

British Columbia corporate law requires directors to disclose interests and abstain from voting on matters in

which they are interested while the TSX Manual requires shareholder approval where insiders are parties to

significant transactions. However, securities laws impose the most comprehensive regime including heightened

disclosure, independent valuation and shareholder approval obligations subject to certain exemptions. The

following provides a summary of the Canadian securities law rules relating to related party transactions.
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Application

Related party transactions are widely defined as transactions between the issuer and a person or company that

is a related party of the issuer at the time the transaction is agreed to, as a consequence of which either through the

transaction itself or together with connected transactions, the issuer conducts any type of business with a related

party. Related party is broadly defined to include persons with direct and indirect relationships with the issuer

including control persons, persons holding greater than 10% of the voting securities of the issuer, directors or senior

officers and affiliates of these persons.

Disclosure Obligations

Where minority approval is required (as discussed below), the issuer must call a shareholders’ meeting and

send an information circular to those shareholders. The circular must contain detailed disclosure relating to the

transaction including: the background to the transaction, general details relating to every prior valuation in respect

of the issuer and any bona fide offer relating to the subject, a discussion of the review and approval process adopted

by the board of directors and the special committee, a summary of the formal valuation or an explanation on why a

formal valuation is not required, and the holdings and identity of the shareholders excluded from voting.

Formal Valuation

Subject to certain exemptions, securities law requires an issuer to obtain an independent formal valuation for a

related party transaction. If a formal valuation is required, the valuation must contain prescribed disclosure such as

the valuator’s opinion as to the fair market value of the subject matter and how the valuator arrived at the conclusion.

The valuation must be publicly filed concurrently with the disclosure document.

Minority Approval

Subject to certain exemptions, minority approval of a related party transaction is required. In determining

minority approval, an issuer shall exclude the votes attached to affected securities that are beneficially owned or

over which control or direction is exercised by the issuer; an interested party; a related party of an interested party

(unless the related party meets that description solely in its capacity as a director or senior officer of one or more

entities that are neither interested parties nor issuer insiders of the issuer) or a joint actor with a person or company

referred to above.

Continuous Disclosure Obligations

Canadian securities laws and the TSX Manual (which at the time of listing will apply to the Company) contain

extensive continuing disclosure obligations which provide sufficient shareholder protection. To summarise,

Canadian continuous disclosure obligations may be divided in two categories, routine filings and special event

filings.

Routine Filings

Routine filings are prescribed filings that the Company must make on a regular basis. The principle behind

routine filings is to provide shareholders with consistent, predictable disclosure relating to reporting issuers.

Routine filings include annual and quarterly financial statements and related MD&A, CEO and CFO certification,

shareholders’ meeting material such as information circular and related party materials, annual information form

and codes of business conducts and ethics.
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Special Event Filings

The Company and certain persons in a special relationship with the Company must make public disclosure

and filings upon the occurrence of specified events or changes. For example, any event that constitutes material

information requires the Company to immediately issue a press release and, if such an event constitutes a material

change, the Company must, within 10 days of the material change, file a material change report. Other examples of

special events requiring specific filings include: the institution of an incentive option scheme, a significant business

acquisition and distributions to shareholders.

Filing

Most filings are required to be made electronically through either the System for Electronic Document

Analysis and Retrieval (“SEDAR”) or the System for Electronic Disclosure by Insiders (“SEDI”). Filings on

SEDAR and SEDI will satisfy the relevant filing obligations in all provincial and territorial jurisdictions. In general,

once a document is filed on SEDAR or SEDI, the document becomes publicly available through the SEDAR
website (www.sedar.com) or the SEDI website (www.sedi.ca), as the case may be.

GENERAL

Goodmans, the Company’s legal counsel on British Columbia law, has sent to the Company a letter of advice

summarising certain aspects of British Columbia company law. This letter is available for inspection as referred to

in “Appendix VIII — Documents Delivered to the Registrar of Companies and Available for Inspection” of this

prospectus. Any person wishing to have a detailed summary of British Columbia company law or advice on the

differences between it and the laws of any other jurisdiction is recommended to seek independent legal advice.
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APPENDIX VII STATUTORY AND GENERAL INFORMATION

I. FURTHER INFORMATION ABOUT THE COMPANY

1. Incorporation of the Company

The Company was incorporated on February 14, 2002 as 5119 Investments Ltd under the British Columbia

Company Act (the predecessor statute to the BCBCA) under incorporation number 642164. The Company changed
its name to MX Capital Corp. effective March 28, 2002, and was then continued under the Canada Business

Corporations Act on November 4, 2002. The Company was registered as an extra-provincial company under the

Company Act on November 8, 2002 under certificate number A-58061. On October 2, 2003, the Company changed

its name to Asia Gold Corp. The Company was listed on the TSX-Von December 15, 2003 and began trading on the

TSX-V under the symbol ASG. The Company continued into British Columbia from the jurisdiction of Canada

under the Business Corporations Act and changed its name to SouthGobi Energy Resources Ltd. on May 29, 2007

under certificate number C0792451 and changed its trading symbol on the TSX-V to SGQ. On December 3, 2009

the Company graduated from the TSX-V and began trading on the TSX.

The Company has established a place of business in Hong Kong at Suite 3311, The Center, 99 Queen’s Road,

Central, Hong Kong. The Company has been registered as an overseas company under Part XI of the Companies

Ordinance. Erik Cheng, whose office is located at 22/F, China Hong Kong Tower, 8-12 Hennessy Road, Wan Chai,

has been appointed as its agent for the acceptance of service of process in Hong Kong. As the Company is

incorporated in British Columbia, Canada, its corporate structure and Articles are subject to the relevant laws of

British Columbia, Canada. Please refer to “Appendix VI — Summary of the Articles of Our Company, Certain TSX
Listing Policies, Certain British Columbia Laws and Canadian Federal Laws, and Shareholders Protection Matters”

of this prospectus.

The Company’s head office and registered office in Canada are located at Suite 654, 999 Canada Place,

Vancouver, British Columbia, Canada, V6C 3E1, and the Company’s stock code on the TSX is SGQ.

2. Subsidiaries

Below are brief particulars of the subsidiaries of the Company:

(i) Asia Gold International Holding Company Ltd.

Date of Incorporation: November 30, 2004
Place of Incorporation: British Virgin Islands
Nature: International business company
Authorised number of shares: 50,000 shares of no par value
Paid-up capital: US$NTC, 2 issued shares

(ii) Dayarbulag LLC

Date of Incorporation:

Place of Incorporation:
Nature:
Authorised number of shares:

Paid-up capital:

December 21, 2004, registered as a foreign
incorporated company January, 20, 2005
Mongolia
Foreign incorporated limited liability company
100,000 common shares each with par value MNT
1,000
MNT 12,120,000 representing 12,120 common shares

(iii) SGQ Coal Investment Pte. Ltd.

Date of Incorporation: July 9, 2007
Place of Incorporation: Singapore
Nature: Private company limited by shares
Authorised number of shares: Not applicable
Issued and paid-up capital: US$1, 1 issued share
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(iv) SGQ Dayarcoal Mongolia Pte. Ltd.

Date of Incorporation: July 6, 2007
Place of Incorporation: Singapore
Nature: Private company limited by shares
Authorised number of shares: Not applicable
Issued and paid-up capital: US$1, 1 issued share

(v) SGS

Date of Incorporation:

Place of Incorporation:

August 24, 2006, registered as a foreign incorporated
company September 19, 2006
Mongolia

Nature: Limited liability company
Authorised number of shares: 100,000 common shares with par value of MNT1,000
Paid-up capital: MNT11,655,000 representing 11,655 common shares

(vi) SouthGobi Energy Resources (Hong Kong) Ltd.

Date of Incorporation: February 14, 2008
Place of Incorporation: Hong Kong
Nature: Private company limited by shares
Authorised number of shares: 10,000 ordinary shares with par value of HK$1.00
Paid-up capital: HK$1.00 representing one ordinary share

(vii) Transbaikal Gold LLC

Date of Incorporation: April 25, 2005, state registration May 18, 2005
Place of Incorporation: Russian Federation
Nature: Limited liability company
Authorised number of shares: 10,000 Russian Roubles
Paid-up capital: 10,000 Russian Roubles

II. CHANGE IN SHARE CAPITAL OF THE COMPANY

On February 14, 2002, the Company was incorporated with an authorised share capital of 1,000,000 Shares

without par value and, on the same day, the authorised share capital of the Company was increased to

100,000,000 Shares without par value. On May 29, 2007, the Company changed its authorised capital to

increase the number of Shares authorised for issuance to an unlimited number and to create an unlimited

number of Preferred Shares without par value.

III. CHANGE IN SHARE CAPITAL OF SUBSIDIARIES

Other than as set out in this prospectus, there has been no change in the share capital of any of the subsidiaries

of the Company since their respective dates of incorporation or within the two years immediately preceding the date

of this prospectus, whichever is the later.

IV. FURTHER INFORMATION ABOUT THE BUSINESS

Summary of material contracts

The following contracts (not being contracts entered into in the ordinary course of business) have been

entered into by the Company within the two years preceding the date of this prospectus and are or may be material:

1. An acknowledgement agreement between Ivanhoe, BHPAsia and SGS dated June 12, 2008 under which,

inter alia, (i) SGS warranted it was the legal owner of certain licences and beneficially owned a 100%

interest in certain carbon products extracted from the geographical areas that were the subject of certain

licences, and SGS declared that it held and would continue to hold certain interests of BHP Asia and
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Ivanhoe in certain minerals other than certain carbon products in respect of certain licences in trust for the

sole benefit of Ivanhoe and BHP Asia; (ii) Ivanhoe and BHP Asia warranted that they collectively owned

100% interest in and entitlement to certain minerals other than certain carbon products extracted from the

geographical areas that were the subject of certain licences; and (iii) SGS covenanted it would, subject to

Ivanhoe and BHP Asia performing certain obligations, maintain certain licences in good standing.

2. A subscription agreement dated October 26, 2009 between the Company and Fullbloom Investment

Corporation, a wholly-owned subsidiary of CIC under which Fullbloom Investment Corporation, or its

permitted assignee, would subscribe for a convertible debenture in the principal amount of

US$500 million inter alia (i) which is convertible into common shares of the Company; (ii) under

which the Company would pay interest on the principal amount, as such amount may be reduced, at an

interest rate as therein defined; and (iii) under which the outstanding principal amount, as therein defined,

would mature on the maturity date, as therein defined.

3. A convertible debenture dated November 19, 2009 issued by the Company to or to the order of the holder

or holders thereof, which as of the date of issue of the debenture was CIC Subco, in the principal amount

of US$500 million pursuant to the subscription agreement referred to in 2 above.

4. A cornerstone investor agreement dated January 8, 2010 between the Company, the Joint Global

Coordinators and Baytree Investments (Mauritius) Pte. Ltd. pursuant to which Baytree Investments

(Mauritius) Pte. Ltd. agreed to subscribe for such number of Offer Shares (rounded down to the nearest

board lot) as may be purchased with an amount up to US$50 million at the Offer Price which shall not

exceed the lesser of (i) an amount equal to the Hong Kong dollar equivalent of C$17.00 as calculated

using the last published Bank of Canada noon buying rate before the signing of the Price Determination

Agreement, and (ii) the maximum Offer Price of HK$133.50.

5. A cornerstone investor agreement dated January 8, 2010 between the Company, the Joint Global

Coordinators and CIC Subco pursuant to which CIC Subco agreed to subscribe for such number of Offer

Shares (rounded down to the nearest board lot) as may be purchased with an amount up to US$50 million

at the Offer Price which shall not exceed the lesser of (i) an amount equal to the Hong Kong dollar

equivalent of C$17.00 as calculated using the last published Bank of Canada noon buying rate before the

signing of the Price Determination Agreement, and (ii) the maximum Offer Price of HK$133.50.

6. The Hong Kong Underwriting Agreement.
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Exploration licences

The following table sets forth details of the Company’s exploration and mining licences as at the Latest

Practicable Date:

Number Date granted Area/Licence Type Area(ha)
Current term
expiry date

Ultimate
expiry date

5267X . . . . . . . . . December 28, 2002 Tovon Uul/MEL 33328 December 27, 2010 December 27, 2010
5275X . . . . . . . . . December 28, 2002 Goyt Uul/MEL 38103 December 27, 2010 December 27, 2010
5277X . . . . . . . . . December 28, 2002 Tsetsii Uul/MEL 61472 December 27, 2010 December 27, 2010
5278X . . . . . . . . . December 28, 2002 Burkhant Uul/MEL 10633 December 27, 2010 December 27, 2010
6359X . . . . . . . . . September 30, 2003 Nariin Uvuljuu/MEL 8589 September 29, 2011 September 29, 2012
7262X . . . . . . . . . April 14, 2004 Ajlyn Talbai/MEL 30717 April 13, 2010 April 13, 2013
9442X . . . . . . . . . December 28, 2002 Khuvguun-1/MEL 27338 December 27, 2010 December 27, 2010
9443X . . . . . . . . . December 28, 2002 Uvuljuu Uul-1/MEL 34882 December 27, 2010 December 27, 2010
9446X . . . . . . . . . December 28, 2002 Ikh Uul-1/MEL 13759 December 27, 2010 December 27, 2010
9449X . . . . . . . . . December 28, 2002 Galyn Ovoo-1/MEL 169183 December 27, 2010 December 27, 2010
11181X. . . . . . . . . June 11, 2002 Nomgon/MEL 10317 June 10, 2010 June 10, 2010
11187X. . . . . . . . . May 22, 2003 Gashuu Tolgoi-1/MEL 66193 May 21, 2012 May 21, 2012
11192X. . . . . . . . . June 11, 2002 Ulziit/MEL 6247 June 10, 2010 June 10, 2010
12388X. . . . . . . . . January 2, 2002 Gun Gashuun-1/MEL 84699 January 1, 2010 January 1, 2010
12389X. . . . . . . . . January 2, 2002 Goyot-1/MEL 56190 January 1, 2010 January 1, 2010
12421X. . . . . . . . . March 15, 2002 Luusyn Khudag/MEL 38254 March 14, 2010 March 14, 2010
12726A. . . . . . . . . September 20, 2007 Ovoot Tolgoi/Mining

Licence
9308 September 19, 2037 September 19, 2077

13779X. . . . . . . . . December 28, 2002 Khongil Uul-1/MEL 67915 December 27, 2010 December 27, 2010
13916X. . . . . . . . . July 23, 2008 Ulziit/MEL 26538 July 22, 2011 July 22, 2017
15041A. . . . . . . . . August 3, 2009 Tsagaan Tolgoi/Mining

Licence
10552 August 2, 2039 August 27, 2079
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V. DISCLOSURE OF INTERESTS

1. Interest of Directors in the Share Capital of the Company and its Associated Corporations

So far as the Directors are aware, immediately following the completion of the International Offering

(assuming the Over-allotment Option is not exercised and taking no account of any Shares which may be allotted

and issued pursuant to the EIP), the interests or short positions of the Directors in the Shares or underlying Shares

and debentures of the Company and its associated corporations (within the meaning of Part XVof the SFO) which

will, in the absence of any waivers to the contrary, have to be notified to the Company and the Stock Exchange

pursuant to Divisions 7 and 8 of Part XVof the SFO (including interests and short positions which they are taken or

deemed to have under such provisions of the SFO) or which will be required, pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies contained in the Listing Rules to be notified to the

Company and the Stock Exchange, or which will be required, pursuant to Section 352 of the SFO to be entered in the

register referred to therein, once the Shares are listed, will be as follows:

Name of Director Name of Company
Nature of
Interest Shares Options

Total Number
of Shares

and Options

Approximate
Percentage

Interest
in the

Company

Peter Graham Meredith. . . . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal nil 665,000 665,000 0.47%
Ivanhoe Mines Ltd. Personal 22,000 2,170,000 2,192,000

Alexander Alan Molyneux. . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal nil 625,000 625,000 0.44%
Ivanhoe Mines Ltd. Personal nil 100,000 100,000

John Anthony Macken . . . . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal nil 376,000 376,000 0.26%
Ivanhoe Mines Ltd. Personal 97,177 4,900,000 4,997,177

Raymond Edward Jr. Flood . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal nil 130,001 130,001 0.09%
Ivanhoe Mines Ltd. Personal 102,534 329,500 432,034

Robert William Hanson . . . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal 17,500 230,000 247,500 0.17%
Ivanhoe Mines Ltd. Personal 150,000 147,500 297,500

Pierre Bruno Lebel . . . . . . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal 5,100 190,000 195,100 0.14%
Ivanhoe Mines Ltd. N/A nil nil nil

Andre Henry Deepwell . . . . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal 2,000 165,000 167,000 0.12%
Ivanhoe Mines Ltd. N/A nil nil nil

Robert Stuart Angus. . . . . . . . . . . . . . . SouthGobi Energy Resources Ltd. Personal nil 200,000 200,000 0.14%
Ivanhoe Mines Ltd. N/A nil nil nil

These figures assume that the Directors will not participate in the International Offering or in the trading of

any Shares between the Latest Practicable Date and the Listing Date. See the section in this prospectus headed

“Directors and Parties involved in the International Offering” for the residential address of each of the Directors.
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2. Interest of Senior Management in the Share Capital of the Company and its Associated
Corporations

So far as the Directors and the chief executive officer of the Company are aware, immediately following the

completion of the International Offering (assuming the Over-allotment Option is not exercised and taking no

account of any Shares which may be allotted and issued pursuant to the EIP), the interests or short positions of the

senior management in the Shares or underlying Shares of the Company which may fall to be disclosed to the

Company under provisions of Division 7 and 8 of Part XV of the SFO will be as follows:

Name of Senior
Management Residential Address Name of Corporation

Nature of
interest Shares Options

Total number
of Shares

and Options

Approximate
percentage
interest in

the Company

Terry John Krepiakevich . . .
4064 W32 Avenue
Vancouver, B.C. Canada

SouthGobi Energy Resources Ltd.
Ivanhoe Mines Ltd.

Personal
N/A

—
nil

400,000
25,000

400,000
25,000

0.28%

Gavin Peter May . . . . . . . .

27 Warragal Road
Turramurra, N.S.W
Australia

SouthGobi Energy Resources Ltd.
Ivanhoe Mines Ltd.

Personal
N/A

nil
nil

400,000
nil

400,000
nil 0.28%

These figures assume that senior management will not participate in the International Offering or in the
trading of any Shares between the Latest Practicable Date and the Listing Date.

3. Substantial Shareholders

Please refer to section headed “Substantial Shareholders” in this prospectus.

4. Directors’ remuneration

Remuneration and benefits in kind of a total of approximately US$2.2 million were paid and granted by the

Company to the Directors in respect of the financial year ended December 31, 2008.

Under the arrangements presently in force, it is estimated that for the year ending December 31, 2009, the

Directors will be entitled to receive aggregate remuneration of approximately US$460,000, excluding the

discretionary bonuses and share-based compensation payable to the executive Directors. See also the section

headed “Directors and Senior Management — Remuneration of Executives and Directors” in this document.

Except as disclosed in this prospectus, no Director in the promotion of the Company has been paid in cash or

shares or otherwise by any person either to induce him to become, or to qualify him as a Director, or otherwise for

services rendered by him in connection with the promotion or formation of the Company.

5. Personal Guarantees

The Directors have not provided personal guarantees in favour of lenders in connection with banking facilities

granted to the Company.

6. Commissions and brokerages received

Save as disclosed in this prospectus, no commissions, discounts, brokerages or other special terms have been

granted in connection with the issue or sale of any capital of any member of the Group within the two years

immediately preceding the issue of the listing document.

7. Disclaimers

Save as disclosed in this prospectus:

(i) none of the Directors or chief executive of the Company has any interest or short position in the Shares,

underlying Shares or debentures of the Company or any of its associated corporation (within the

meaning of the SFO) which will have to be notified to the Company and the Stock Exchange pursuant to

Divisions 2, 3, 7 and 8 of Part XVof the SFO or which will be required, pursuant to section 352 of the
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SFO, to be entered in the register referred to therein, or which will, in the absence of any waiver to the

contrary, be required to be notified to the Company and the Stock Exchange pursuant to Model Code for

Securities Transactions by Directors of Listed Companies once the Shares are listed;

(ii) none of the Directors has any existing or proposed service contracts with any member of the Group
(excluding contracts expiring or determinable by the employer within one year without payment of

compensation (other than statutory compensation));

(iii) taking no account of Shares which may be taken up under the International Offering, none of the

Directors knows of any person (not being a Director or chief executive of the Company) who will,

immediately following completion of the International Offering, have an interest or short position in the

shares or underlying shares of the Company which would fail to be disclosed to the Company under the

provisions of Divisions 2 and 3 of Part XVof SFO or be interested, directly or indirectly, in 10% or more
of the nominal value of any class of share capital carrying rights to vote in all circumstances at general

meetings of any member of the Group;

(iv) so far as is known to the Directors, none of the Directors, their respective associates (as defined under

the Listing Rules) or Shareholders of the Company who are interested in more than 5% of the issued

share capital of the Company has any interests in the customers and the five largest suppliers of the

Group.

VI. OTHER INFORMATION

1. Equity Incentive Plan

Purpose

The purpose of the EIP is to provide a means through which the Company and its subsidiaries may provide

incentives to their directors, employees and service providers, who will be largely responsible for the Company’s

future growth and success, by permitting them to participate in the equity ownership of the Company through the

issuance of options to purchase Shares, the grant of bonus Shares and the opportunity to purchase Shares on a

periodic basis through participant and matching corporate contributions. The EIP has three components, referred to

as the share option plan, the share bonus plan and the share purchase plan.

Eligibility

Any officer or other employee or Director of the Company or any of its subsidiaries or any consultant

providing ongoing services to the Company or any of its subsidiaries will be eligible to participate in the EIP;

provided, that only key employees or consultants who have been continuously employed by or providing services to

the Company or any of its subsidiaries for twelve (12) months may be designated to participate in the Share

Purchase Plan, unless otherwise determined by the Board.

The Board has the authority to determine the participants to whom awards shall be granted under the EIP.

Number of Shares Authorised

The aggregate maximum number of Shares which may at any time be subject to issuance under the EIP will

not exceed 10% of the total number of Shares, on a non-diluted basis, that are issued and outstanding as of the date

that any Shares are issued or reserved for issuance pursuant to an award under the EIP to an insider or such insider’s

associates, excluding any Shares issued under the EIP during the immediately preceding 12 month period. If the

Company were to issue the maximum number of Options permitted under the EIP at any time and all such Options

were exercised, the maximum dilution effect at any time would be equal to 9.09% of all Shares. As at November 30,

2009, the Company could have issued up to 13,401,570 Options, of which 7,893,215 were issued and 5,508,355
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were available for issue. If an award expires or terminates for any reason prior to the holder of such award exercising

the award or receiving any other economic benefit therefrom, as the case may be, the number of Shares previously

subject to but not delivered under such award shall be available to be awarded thereafter.

Transferability

Each benefit, right or option accruing under the EIP may be exercised during the participant’s lifetime only by

the participant and may not be transferred by a participant other than, in the case of options, by will or by the laws of

descent and distribution.

Amendment

The Board may amend, modify or terminate the EIP at any time in its absolute discretion; provided, that any

material changes to the EIP are subject to approval by any exchanges on which the Shares are listed if such approval

is necessary to comply with any regulatory requirement; provided further that certain specified material changes to

the terms of the EIP including those involving material increases in the number of Shares available under the plan or

material modification to the eligibility requirement for participation in the plan is effective only upon approval of

the disinterested Shareholders of the Company. No action that would change any previous award to a participant

will be effective without the consent of the participant to whom such award was made.

Administration

The EIP will be administered by the Compensation and Benefits Committee, who will make

recommendations to the Board with respect to the recipients and terms of all awards under the EIP. The Board

is ultimately responsible for approving all such awards.

Share Option Plan

An Option granted under the Share Option Plan provides a participant with the right to purchase, within a

specified period of time, a stated number of Shares at a specified exercise price. Options granted under the Share

Option Plan will be subject to terms and conditions, including exercise price and conditions and timing of exercise,

not inconsistent with the EIP, as may be determined by the Board and specified in the applicable option agreement.

The maximum term of an option granted under the Share Option Plan is five years from the date of grant, or such

greater or lesser term as permitted by any exchanges on which the Shares are then listed. No participant may be

granted more than 5% of the Shares of the Company. There are no performance targets which must be met before an

option may be exercised.

The exercise price for each Option granted under the Share Option Plan will be determined by the Board at the

time of grant and will not be less than 100% of the fair market value of one common share on the date the option is

granted. Pursuant to TSX Listing Policies, the exercise price must also not be less than the market price (as defined

in such policies). If there is any change in the Shares through the declaration of stock dividends of Shares or

consolidations, subdivisions or reclassification of Shares, or otherwise, the number of Shares available under the

Share Option Plan, the Shares subject to any Option, and the option price thereof shall be adjusted appropriately by

the Board and such adjustment shall be effective and binding for all purposes on the Share Option Plan. Unless

otherwise determined by the Board, an option becomes vested and exercisable in equal annual increments over the

life of the option, subject to the earlier termination or forfeiture of the options due to the termination of the

participant’s employment or engagement by the Company as described below.

The exercise price must be fully paid by the participant in cash at the time of exercise.
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The EIP contains a provision that allows the Board to authorise the Company to loan money to a participant

employee or consultant to pay the exercise price of an option on terms and conditions that include:

k interest at a prevailing market rate,

k a maximum one-year repayment term, and

k the Shares underlying the option that are equal in value to the loan amount, or its equivalent, must be held

as security, or collateral, for the loan, which security may be held on a non-recourse basis.

In addition, the EIP allows the Board to permit a participant to exercise his or her option on a “cashless” basis

without paying the exercise price. Instead of receiving all of the Shares underlying the option, the participant would

receive the number of Shares equal to:

k the aggregate fair market value of the Shares underlying the portion of the option being exercised on the

day immediately preceding the date of exercise, minus the aggregate exercise price of the portion of the

option being exercised, divided by

k the fair market value of a common share on the day immediately preceding the date of exercise.

If, prior to the end of the option term, the participant dies while still employed by or providing services to the

Company or its subsidiaries, the participant’s options that were vested at the time of his or her death will remain

exercisable until twelve months following the date of the participant’s death or, if earlier, until the end of the option

term. If, prior to the end of the option term, the participant’s employment or engagement by the Company or its

subsidiaries terminates for any reason other than cause or death, the participant may exercise any vested portion of

the participant’s option within ninety days of the date of such termination of employment or services. If a

participant’s employment or service with the Company or its subsidiaries is terminated for cause, the option shall

expire immediately upon termination of employment or service. If options are surrendered, terminated or expire

without being exercised in whole or in part, new options may be granted covering the Shares not purchased under

such lapsed options, subject in the case of the cancellation of an Option in connection with the grant of a new option

to the same person on different terms, subject to the consent of the stock exchange on which the Shares are listed at
the relevant time.

Share Bonus Plan

The Board, on the recommendation of the Compensation and Benefits Committee, and subject to approval of

any stock exchange on which the Shares are listed at the relevant time, may, in its discretion, grant awards of Shares
as discretionary bonuses up to a maximum in any calendar year of 1,000,000 Shares. Any such awards may be

subject to any restrictions or provisions as the Board may determine.

Share Purchase Plan

Once a key employee or consultant has been designated by the Board, on the recommendation of the
Committee, as an eligible participant in the Share Purchase Plan, he or she may elect to contribute a certain amount

of money to the Share Purchase Plan; provided, that the participant’s contribution may not exceed 10% of his or her

annual base salary from the Company or any of its affiliates in effect at the time of the election. The participant’s

election will remain effective, from year to year, until revoked in writing by the participant or, if earlier, until the

Board terminates or suspends the Share Purchase Plan.

The Company will, at the same time as each participant contribution to the Share Purchase Plan is made,

credit and hold in trust an amount equal to the participant’s contribution until immediately prior to the date Shares

are issued to the participant pursuant to the Share Purchase Plan.
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On a quarterly basis, the Company will issue to the participant the number of whole Shares equal to the sum of

the participant’s contribution plus the Company’s contribution, divided by the weighted average price per share of

the Shares on the exchange or exchanges on which the Shares may be traded at the time of issuance for the 90-day

period immediately preceding the date of issuance.

Following a participant’s termination of employment or service with the Company or any of its subsidiaries
(including the participant’s death), the participant will cease participation in the Share Purchase Plan and any participant

contributions then held by the Company will be distributed to the participant, or his or her estate, as the case may be.

In the event that the Company combines or merges with or into another company, on the first date Shares

would be issued pursuant to the Share Purchase Plan that follows the combination or merger, the participant will

receive the securities, property or cash to which the participant would have been entitled in the combination or

merger had the Shares been issued immediately prior to the combination or merger.

Shareholder Approval

The EIP must be approved annually by the Shareholders annually in order to remain in effect by way of

“disinterested shareholder approval”, which means the affirmative vote of not less than a majority of the votes cast at

the meeting, excluding votes cast by Shareholders who are insiders of the Company and who are eligible to receive

awards under the EIP and the associates of such insiders.

Additionally, pursuant to the TSX Listing Policies, every three years after institution, all unallocated options,

rights or other entitlements under a security based compensation arrangement which does not have a fixed
maximum number of securities issuable, must be approved by:

(i) a majority of the Company’s directors; and

(ii) the Company’s security holders.

Insiders of the listed issuer entitled to receive a benefit under the arrangement are not eligible to vote their

securities in respect of the approvals required unless the aggregate of the Company’s securities;

(i) issued to insiders of the Company, within any one year period, and

(ii) issuable to insiders of the Company, at any time,

under the arrangement, or when combined with all of the Company’s other security based compensation

arrangements, could not exceed 10% of the Company’s total issued and outstanding securities.

Proposed TSX Plan

As disclosed in the section headed “Share Capital — Equity Based Plans” in this prospectus, the Company’s

existing EIP was put in place in compliance with TSX-V requirements. As a condition to the Company’s recent

graduation from the TSX-V to the TSX, the Company has agreed to adopt an equity incentive plan that conforms to

the TSX requirements (the “TSX Plan”) at its next annual general meeting. Although the TSX and TSX-V

requirements are in most respects similar, there are some differences between TSX compliant plans and TSX-V

compliant plans. Set out below are the material differences between the existing EIP and the proposed TSX Plan.

The proposed TSX Plan may be amended by the Company before its Shareholders are asked to consider it, and
implementation of the TSX Plan is subject to approval by Shareholders and by the TSX.

k In the TSX Plan the exercise price must not be less than 100% of the fair market value of Shares on the

date of the grant, while the EIP permitted discounts.

k The TSX Plan requires certain amendments to the plan to be approved by Shareholders including any

amendment: to the aggregate number of Shares reserved for issuance under the Share bonus plan; to the
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number of Shares reserved for issuance under the plan; to the limitation on the issuance of Shares to

insiders; that would reduce the exercise price of an insider’s outstanding Options; that would extend the

expiry date of an Option issued to an insider (except pursuant to the blackout period extension); and any

amendment to the plans amendment procedure.

k Under the TSX Plan, if the expiry date of an Option occurs during a blackout period then such expiry date

shall be deemed to be the date that is the tenth business date following the expiry of the blackout period.

k The TSX Plan does not have prescriptive restrictions on Options issued to service providers or

individuals conducting investor relation activities.

k The TSX Plan allows loans to employees to exercise Options. The TSX Plan provides that such a loan

must be fully secured over the issued Shares with interest payable at the prevailing market rate and with a

term not exceeding one year.

k The TSX Plan allows the Company to grant Options to employees of affiliates (which includes parent

companies), while the EIP permitted grants to employees of subsidiaries only.

Other relevant TSX requirements include (i) the obligation to disclose, on an annual basis, the terms of the

Company’s Share option schemes, (ii) the requirement for shareholders to approve unallocated rights if a scheme

does not have a fixed maximum number of securities issuable and (iii) the obligation to provide monthly reporting

requirements to the TSX disclosing all options that have been granted, exercised or cancelled.

Waivers

The Company has applied for and the Stock Exchange and SFC have granted a waiver from Chapter 17 of the

Listing Rules relating to Share Option Schemes, in its entirety and a partial exemption from Paragraph 10(d) of

Part I of the Third Schedule to the Companies Ordinance which require disclosure of the names and addresses of

each person who has been granted options. Please refer to the sections headed “Inclusion of names and addresses of

Option holders in this prospectus” and “Share Option Schemes” in the “Waivers” section of this prospectus for more

details.

2. Estate duty

The Directors have been advised that no material liability for estate duty is likely to fall on the Company or

any of its subsidiaries in Hong Kong or any other relevant jurisdiction in which one or more of the companies
comprising the Group are incorporated.

3. Litigation

Save as disclosed in this prospectus, no member of the Group is engaged in any litigation or arbitration or

material importance and no litigation or claim of material importance in known to the Directors to be pending or

threatened against any member of the Group.
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4. Name and Contact Information for Service of Process and Notices

Erik Cheng

22/F China Hong Kong Tower

8-12 Hennessy Road

Wan Chai, Hong Kong

Telephone: 2802 0633

Facsimile: 2802 0323

5. Sponsor

The Joint Sponsors have made an application on behalf of the Company to the Listing Committee for listing

of and permission to deal in the Shares in issue and to be issued pursuant to the International Offering as mentioned

herein and any Shares to be issued pursuant to the exercise of options granted under the EIP and any other

agreements or plans.

6. Preliminary expenses

Our preliminary expenses are estimated to be approximately US$11.2 million and are payable by the

Company.

7. Promoter

There is no promoter for the Company.

8. Qualifications of experts

The following are the qualifications of the experts who have given an opinion or advice which is contained in

this document.
Name Qualification

Citigroup Global Markets Asia Limited . . . . . . . . . . . . . . . . . . . . . . . . . Licensed by the SFC for type 1
(dealing in securities), type 4
(advising on securities), type 6
(advising on corporate finance),
type 7 (providing automated trading
services) and type 9 (asset
management)

Macquarie Capital Securities Limited . . . . . . . . . . . . . . . . . . . . . . . . . . Licensed by the SFC for type 1
(dealing in securities), type 4
(advising on securities) and type 6
(advising in corporate finance)

American Appraisal China Limited . . . . . . . . . . . . . . . . . . . . . . . . . . . . Property Valuers

Deloitte Touche Tohmatsu . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Certified Public Accountants
Goodmans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Canadian Lawyers

Lynch & Mahoney . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Mongolian Lawyers

Norwest Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Technical Expert

Shanxi Fenwei Energy Consulting Co., Ltd. . . . . . . . . . . . . . . . . . . . . . Industry Expert

9. Consents of experts

Each of the experts set out above has given and has not withdrawn their respective consent to the issue of this

prospectus with the inclusion of its report and/or letter and/or summary of valuations and/or legal opinion and/or

references to its name (as the case may be) included in the form and context in which it respectively appears.
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10. Bilingual Prospectus

The English language and the Chinese language versions of this prospectus are being published separately, in

reliance upon the exemption provided by section 4 of the Companies Ordinance (Exemption of Companies and

Prospectuses from Compliance with Provisions) Notice (Chapter 32L of the Laws of Hong Kong).

11. Binding Effect

This prospectus shall have the effect, if an application is made pursuant hereto, of rendering the persons

concerned bound by all the provisions (other than the penal provisions) of sections 44A and 44B of the Companies

Ordinance (Chapter 32 of the laws of Hong Kong) so far as applicable.

12. Miscellaneous

Save as disclosed in this prospectus:

(i) within the two years preceding the date of this prospectus;

(a) no share or loan capital of the Company or any of its subsidiaries has been issued or agreed to be

issued fully or partly paid either for cash or for a consideration otherwise than in cash;

(b) no commissions, discounts, brokerages or other special terms have been granted in connection

with the issue or sale of any share or loan capital of the company or any of its subsidiaries;

(ii) since September 30, 2009, there has been no material adverse change in the financial or trading position

or prospects of the Group;

(iii) there has not been any interruption in the business of the Group which may have or has had a significant

effect on the financial position of the Group in the 12 months immediately preceding the date of this

prospectus;

(iv) no Share is subject to an option granted or created by the Group or is agreed conditionally or

unconditionally to be put under an option granted or created by the Company;

(v) no founder, management or deferred Shares have been issued by the Group;

(vi) no promoter or technical advisor has an interest in the Shares;

(vii) none of the Directors or experts referred to under the heading “Consents of experts” in this Appendix is

materially interested in any contract or arrangement subsisting at the date of this prospectus which is

significant in relation to the business of the Group; and

(viii) none of the experts referred to under the heading “Consents of experts” in this Appendix has any

shareholding in any member of the Group or the right (whether legally enforceable or not) to subscribe

for or to nominate persons to subscribe for securities in any member of the Group.
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APPENDIX VIII DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES
AND AVAILABLE FOR INSPECTION

DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES

The documents attached to the copy of this prospectus delivered to the Registrar of Companies in Hong Kong

for registration were:

1. copies of the white, yellow and White Form eIPO application forms;

2. the written consents referred to in “Appendix VII — Statutory and General Information — Other

Information — Consents of Experts” of this prospectus;

3. copies of the material contracts referred to in “Appendix VII — Statutory and General Information —

Further Information About the Business — Summary of Material Contracts” of this prospectus; and

4. a written statement signed by the Auditors setting out adjustments made by them in arriving at the figures

shown in their report and giving the reasons therefor.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the offices of Dorsey & Whitney at

Suite 3008 One Pacific Place, 88 Queensway, Admiralty, Hong Kong during normal business hours up to and

including the date which is 14 days from the date of this prospectus:

1. the Articles of the Company;

2. the material contracts referred to in “Appendix VII — Statutory and General Information — Further

Information About the Business — Summary of Material Contracts” of this prospectus:

3. the letter prepared by Goodmans, the Company’s legal counsel on Canadian law, summarising certain

aspects of Canadian company law referred to in “Appendix VI — Summary of the Articles of Our

Company, Certain TSX Listing Policies, Certain British Columbia Laws and Canadian Federal Laws,

and Shareholder Protection Matters” of this prospectus.

4. the letter prepared by Lynch & Mahoney, the Company’s legal counsel on Mongolian law, confirming

and opining certain aspects of Mongolian laws and regulations referred to in “Laws and Regulations

Relating to the Industry — Mongolian Legal Matters” of this prospectus;

5. the audited consolidated financial statements of the Company for the years ended December 31, 2006,

2007 and 2008 and the nine months ended September 30, 2009;

6. a written statement signed by the Auditors setting out the adjustments made by them in arriving at the

figures shown in their report and giving the reasons therefor;

7. the letter, summary of valuations and valuation certificates relating to the property interests of the Group

prepared by American Appraisal, set out in “Appendix IV — Property Valuation” of this prospectus;

8. the report of the Independent Technical Expert, referred to in “Appendix V — Independent Technical

Expert Reports” of this prospectus;

9. the rules of the EIP as described in “Appendix VII — Statutory and General Information — Other

Information — Equity Incentive Plan” in this prospectus;

10. a list of the holders of options on the Shares of the Company, including grantees under the EIP;

11. the TSX Company Manual; and

12. the CDS Participant Rules.
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In addition:

(1) the Canadian Securities Laws referenced in this prospectus (with the exception of MI 61-101) can be

accessed via the internet at http://www.bcsc.bc.ca/securitieslaw.aspx;

(2) MI 61-101 can be accessed via the internet at http://www.osc.gov.on.ca/en/
SecuritiesLaw_rule_20080201_61-101_protect-minority.jsp;

(3) the BCBCA can be accessed via the internet at http://www.bclaws.ca/Recon/document/ID/freeside/
02057_00;

(4) the Investment Canada Act (Canada) and the Income Tax Act (Canada) can be accessed via the internet

at http://laws.justice.gc.ca/en/BrowseTitle;

(5) the TSX Listing Policies can be accessed via the internet at http://tsx.complinet.com/
en/tsx_manual.html; and

(6) other laws of British Columbia can be accessed via the internet at http://www.bclaws.ca and federal

laws of Canada can be accessed via the internet at http://laws.justice.gc.ca/en/BrowseTitle.

Any information contained in, or that can be accessed via the above web sites does not constitute a part of this

prospectus.
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APPENDIX VIII DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES
AND AVAILABLE FOR INSPECTION
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