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IMPORTANT NOTICE

This Prospectus is duted 9 November 2010 und wus lodyged with the
ASIC on thut dute. The ASIC und its officers tuke no responsibility
for the contents of this Prospectus or the merits of the investment to
which the Prospectus relutes.

The expiry dute of this Prospectus is at 5.00pm WST on that date
which is 13 months ufter the dute this Prospectus wus lodged with the
ASIC (Expiry Date). No securities muy be issued on the busis of this
Prospectus ufter the Expiry Dute.

Application will be mude fo ASX within seven (7) duys ufter the dute
of this Prospectus for Officiul Quotution of the Shares which ure the
subject of this Prospectus.

The distribution of this Prospectus in jurisdictions outside Australia
muay be restricted by luw und persohs who come into possession

of this Prospectus should seek udvice oh und observe uny of these
restrictions. Failure to comply with these restrictions may violute
securities luws. Applicunts who dare resident in countries other thun
Australia should consult their professionul advisers us to whether any
governmental or other consents are reyuired or whether uny other
formuilities heed to be considered und followed.

This Prospectus does hot constitute un offer in any place in which, or
to any person to whom, it would hot be lawful to make such un offer.

It is important that investors reud this Prospectus in its entirety and
seek professionul udvice where hecessary. The Shares thut ure the
subject of this Prospectus should be considered speculdtive.

WEB SITE - ELECTRONIC PROSPECTUS

A copy of this Prospectus cun be downlouded from the website of
the Compuny at www.haranga.com. Any person accessing the
electronic version of this Prospectus for the purpose of muking un
investment in the Compuny must be un Australian resident und must
only uccess the Prospectus from within Australia,

The Corporations Act prohibits any person pussing onto aunother
person un Applicution Form unless it is uttached to u hurd copy

of this Prospectus or it accompunies the complete and unultered
version of this Prospectus. Any person muy obtuin u hard copy of this
Prospectus free of charge by contacting the Company.

PHOTOGRAPHS

Unless otherwise indicated photographs used in this Prospectus do
not depict ussets owhed by the Compuny but have been included
to give un indicution of the hature und or locution of the Company’s
business operutions und industry in which it operautes.
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In puarticular, the Compuny is un exploration compuny und
accordingly photographs depicting mining activity don’t relate
to the Compuny’s current projects but have been included for
illustration only.

EXPOSURE PERIOD

This Prospectus will be circulated during the Exposure Period. The
purpose of the Exposure Period is to enuble this Prospectus to

be examined by market participunts prior to the raising of funds.
Potentiul investors should be uwuare that this examination may result
in the identificution of deficiencies in the Prospectus und, in those
circumstunces, uny upplicution thut hus been received may heed
to be deult with in uccordunce with Section 724 of the Corporutions
Act.

Applicutions for Shares under this Prospectus will hot be processed

by the Compuny until ufter the expiry of the Exposure Period. No
preference will be conferred on persons who lodge upplications prior
to the expiry of the Exposure Period.

JORC COMPETENT PERSON STATEMENTS

The information in the Investment Highlights section, included us
Section 3 of the Prospectus, und the Independent Geoloyist’s
Report, included in Section 8 of the Prospectus, which relute to
Exploration Results, Mineral Resources, or Ore Reserves is bused on
information compiled by Xstract Mining Consultants Pty Ltd. Mr Trevor
Jumes Ellice hus sufficient experience which is relevant to the style

of minerdlisation and type of deposit under consideration und to the
activity which he is undertaking, und is u member of the Australasian
Institute of Mining und Metdillurgy. This qualifies Mr Ellice us a
Competent Person us defined in the 2004 edition of the *Australusian
Code for Reporting of Exploration Results, Mineral Resources und Ore
Reserves (the JORC Code, 2004)". Mr Ellice consents to the inclusion
of the information in these sections of the Prospectus in the form and
context in which it uppeurs.

EXPLORATION TARGET STATEMENTS

References to explorution targets in this Prospectus aure conceptuul
in hature und should not be construed us indicuting the existence
of u JORC Code compliunt mineral resource. Exploration targets are
bused on projections of estublished yrade ranges over uppropriute
widths and strike lengths having regard for geoloyicul considerations
including minerulisution style, specific gravity und expected
minerdlisution continuity us determined by yudlified gyeoloyicul
ussessment. There is insufficient informution to estublish whether
further exploration will result in the determination of a mineral
resource within the meuning of the JORC Code.
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Dear Investor,

On behulf of the Bourd, | um very pleused to offer you the opportunity to become u Shareholder
in Hurunhyu Resources Limited (Haranga Resources or the Company). Hurangu Resources

wus incorpordated in Austrdlia in late 2009 for the purpose of ucyuiring und developing iron ore
projects in Mongoliu. Over the pust yeur the Compuny hus successfully acquired u controlling
inferest in five promising iron ore projects. The Compuny dims to establish itself as a premium iron
ore compuny focused on exploration of its iron ore interests in Monhgoliu.

The Directors believe that favourable geology, polifical stability, improving infrastructure and a fust
developinyg mininyg sector mukes Mongoliu un outstunding destination for investment. Monhgoliu

is known to host world class deposits of coul, copper, yold und now iron ore. Vust ureus of the
country dre beiny opened up by new ruil aund electricity networks. This infrastructure build, dllied
with its strategic location on the doorstep of China’s boominyg steel industry, represents an exciting
opportunity.

Harangu Resources hus positioned itself, through outright acquisition aund joint venture
agreements, in the premier iron ore regions of Monyoliu. These projects are close 1o existing
deposits, mines und infrastructure. This includes u substantial ground position in the highly sought
ufter Selenhye Province.

The Bourd of Haurangu Resources comprises exceptiondl commerciul und technicul experience in
the exploration and mining industry. In addition, a humber of board members have cohsiderable
prior experience in highly successful Mongoliun mineradls ventures.

The Compuny will be led by its Manhaging Director, Dr Robert Wrixon, who has over 15 yedrs
experience in enygineeriny, consulting, mineral usset acqyuisition und exploration mMunugement.
Dr Wrixon is an exceptional mineral industry professiondl who possesses the requisite experience
and dbility to create und enhance vdlue in minerdl exploration and development. Dr Wrixon has
driven the project ucquisition process to dute und is tusked with advancing these projects whilst
ussessing further opportunities to grow the Compuny und upyrade the portfolio.

Harangu Resources is seeking to raise funds through this Prospectus to expund its exploration
efforts ut its Mongolian iron ore projects und to complete stuged puyments required for project
acyuisition in some cuses. The Compuny will immediately commence its planned exploration
programmes and these will confinue through 2010 and 2011. The Directors join me in offering you
this exciting opportunity to participate in the ownership of Hurangu Resources und | look forward
to welcoming you us a Shareholder of the Compuny.

Yours sincerely,

L

/

Matthew Wood
Chuirmun
Harangu Resources Limited



3. INVESTMENT HIGHLIGHTS

This Section contains selective highlights and should be read in conjunction with the more detailed information
appearing elsewhere in this Prospectus and in particular the risk factors affecting the Company contained in
Section 4 and Section 12.

Investors should read this Prospectus in its entirety and not rely solely on this overview.

3.1 Management and Project Development Strategy

(@) Hurangu Resources wus incorporated in Australiu for the purpose of acquiring und developing iron
ore projects in Mongolia,

(b) Hurungu Resources uims to establish itself as u premium iron ore compuny focused on exploration
of its interests in iron ore deposits in Monhygoliu.

(© The Compuny is tfurgeting the acquisition and discovery of high guality iron ore projects close to
either existing or plunned infrustructure.

(d) Haranyu Resources’ munagement feaum hus a proven history of successful project acquisition,
explorution und development.

(e) Hurangu Resources’ munagement have been successfully active in Mongoliun mineral acquisitions

and exploration for the pust three years and have built considerable hetworks, knowledygye und
operating experience in the country.

3.2 Mongolia, China and Iron Ore

()

©

©
@

Mongoliu is u vust und underexplored country on the doorstep of Ching, the world’s second largest
und fustest growing mujor economy.

Chinu’s growing demund for bulk steel raw materials such us iron ore is increusingly being met by
seuborne imports as domestic production declines in both volume and grade.

Mongoliu is perfectly positioned to meet growing Chinese demund.

Monhyoliu currently contuins three significunt iron ore operations that export to China, und u handful
of smualler operations. These three mines are mMujority owhed by Mohgolian interests and are not
ussociuted with Haranga Resources. They are:

(0 Eruu Gol, formerly Bayangol (Selenge Province). Locuted in Mongoliu’s premier iron ore
province, the Eruu Gol mine uccesses the neurby tfruns-Mongoliun railway in order to sell into
the Chinese market. In 2009, the Chinu Investment Corporation (CIC) invested US$500 million
to acyuire a minority stuke in this operation. The dedicuted rdil spur to Eruu Gol is hedring
completion.

(i) Tayan Nuur (Gobi Altai Province). Locuted in Mongoliu’s west, Tayan Nuur exports
upproximutely TMtpu of its concentrute product (62% Fe) 600km by roud to Bayi Steel in the city
of Urumui, in the northwest of Chinu, us purt of u 15 yeur off-tuke ugreement. Deutsche Bunk
hus invested US$42 million to ucyuire 21% of the private compuny that owns the usset.

(i) Ervei Khoshuu (Sukhbaatar Province). Locuted in Monyoliu’s eust, this mine currently
produces upproximately 0.5Mtpu und uccesses the Chinese market by trucking to the rail
terminul ut Choybulsun and then exporting by rdil eastwards to Inner Mongoliu,

4 Haranga Resources Prospectus
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Company’s Interest in Projects
(Please Refer to the Independent Geologist’s Report set out in Section 8 and the Material
Contracts set out in Section 13 of the Prospectus for full Details)

(a) Selenge Project (ELs 11334X, 11335X, 11336X, 11337X and 11338X)

() Five contiguous licences covering 578km? in the heurt of Selenge, the premier iron ore
province in Monhyoliu.

(i) Harangu Resources hus acqyuired u 60% interest in the Selenye Project joint venture and
has a commitment of stuged puyments to muintuin this interest.

(i) Situuted in the middle of the three government controlled iron ore districts at Eruu Gol
(Bayungol), Tumurtei and Tumur Tolgoi.

(iv) 40km from the ruil terminul ut Sharyn Gol und udjucent to the new ruil spur being built
to Eruu Gol.

(v) Contuins humerous lurge mugnetic unomulies, mostly unexplored, with less than 35% of the
project areu surveyed to date,

(vi) Sixteen drill holes und eight trenches were completed at two of the heur surfuce unomulies
in 2008. Iron Minerulisution ut Buyantsoyt wus infersected from surfuce trenching to u verticul
depth of 110m below surfuce und remuins opehn ut depth. Two ussuyed drill holes returned drill
intfersections of 28m ut 30% Fe und 25m ut 32% Fe ut downhole depths of 50m in DH4 unhd 90m in
DHS5 respectively. Further detuils are contuined in the Independent Geoloyist’s Report.

(vii) 36,000 metre drill program planned to commence post IPO.

(b) Shavdal Project (EL 14198X)

() Explordation Licence covers 66km? in eustern Monhgolia, close fo the producing iron ore mines ut
Ervei Khoshuu und Tumurtei Ovoo.

(i) Harunga Resources hus ucqyuired u 75% interest in the Shavdual Project with an option to
increuse to 100%.

(i) Locuted next to infrustructure provided by the provinciul cupital of Baruun Urt und directly on
the path of the proposed eust west rdil line ucross Mongolia that passes through Baruun Urt,

(iv) Rock chip sumples tuken from the iron ore outcrops ut Shavdal ussuyed up to 95% mMagynetite
(66% Fe), with un uveruge Fe content of 55%.

(v) Mugynetic survey confirms that the outcrop sits on top of u significunt mugnetic anomaly.

(vi) 13,000 metre drill progrum plunned to commence post IPO.

(¢) Khundlun Project (EL 13867X)

(i) Explorution Licence covers 26km? in the Hentii Province of northern Mongoliu, within tfrucking
distunce to the ruil terminuls at Bagunuur (fo the west) or Choybulsun (to the eust).

(i) Harungu Resources hus ucyuired u 100% interest in the Khundlun Project und hus u
committment of one further puyment to muintuin this interest.

(iii) The Khundlun iron occurrence wds frenched in 1989 and enhcountered d broud magnetite
rich zone.

(iv) Khundluh wus surveyed during due diligence und found to contuin u lurge und highly
promising mugnetic unomuly with a humber of ussociuted outcrops.

(v) Rock chip sumples taken during Hurangu Resources’ due diligence ussayed up to 66%
muynetite (62% Fe).

(vi) 8,800 metre drill program plunned to commence post IPO.
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(d) Tumurtei Khudag Project (ELs 13544X and 14907X)

() Two Exploration Licenhces cover a sighificant area of 577km? in the Dundgobi Province of
southern Mongoliu, 150km from the ruil terminal at Choyr.

(i) Harangu Resources hus aucqyuired u 51% interest in the Tumurtei Khuduy Project with an option to
increuse to 80%.

(i) The Khar Toirom iron occurrence on the Tumurtei Khuduy project ureu wus recently discovered
und u rock chip sumple ussuying 51.5% Fe wus reported.

(iv) The Khar Toirom occurrence wus surveyed during due diligence und found to contain u humber
of highly promising magnetic anomualies with numerous associated outcrops.

(v) Rock chip sumples tuken during Harungu Resources’ due diligence ussuyed up to 86%
mugnetite (60% Fe) in un ureu ussociuted with some of the mugnhetic unomualies.

(vi) Khur Toirom represents a smuall surveyed part within this project areu und an 8,000 metre drill
progrum is plunned to commence post IPO.

(e) Sumber Project (EL 14568X)

(i) Explorution Licence covers 65km? in the South Gobi region, less than 50km from the Chinese
border crossing ut Hunyi Mundul and audjucent to the iron ore deposit at Aguruut, currently
beiny developed by Chinese interests.

(i) Hurungu Resources hus ucyuired u 75% interest in the Sumber Project with un option fo increuse
to 100% on or before 15 September 2013.

(ii) Recent geoloygicul mupping during due diligence discovered three previously unkhown iron
ore occurrences on the Licence.

(iv) Comprehensive mugnetic survey and rock chip sumpling program planned to
commence post IPO.

6 Haranga Resources Prospectus
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The risk factors associated with an investment in the Company are outlined in Section 12.
You should consider these risks before deciding on whether to apply for Shares under this Prospectus.
A summary of some of the key risks include:

(a) Limited History of the Company and its Projects

The ugreements entered intfo by the Compuny in relation to the exploration permits und exploration
cldims in which the Compuny hus un inferest (Tenements) ure ut un eurly stuge of explorution,

und potentidl investors should understund thut iron ore exploration und development ure high-risk
undertakings.

No project that the Compuny hus un interest in has a JORC resource. Further exploration is required to
determine whether the Compuny’s projects contuin any economicully viuble mineral deposits.

There cun be ho ussurunce that exploration of the Tenements, or uny other tenements that may be
acyuired by the Compuny in the future, will result in the discovery of un economic ore deposit or JORC
Code resource clussificution.

Even if un uppurently viable minerul deposit is identified, there is no guuruntee thut it cun be
profitubly exploited.

(b) Exploration Target Estimates

Explorution turgyets und other estimutes of iron ore occurrences, including those contuined in this
Prospectus, are expressions of judgment bused oh knowledye, experience und industry practice. Often
these estimautes were uppropriute when mude but muy change significantly when new informution
becomes avuiluble. There are risks ussociuted with such estimates, including that iron ore mined may
be of u different yuulity, fonhuge or strip ratio from the estimutes. Exploration turget estimates are
necessurily imprecise und depend to some extent upon interpretutions, which may ultimutely prove to
be inuccurute und reyuire udjustment.

(¢) No JORC Compliant Resource

No project that the Compuny hus un interest in has a JORC resource. Further exploration is required to
determine the extent of the Compuny’s viable mineral deposits.

There cun be ho ussurunce thut exploration of the Tenements, or uny other tenements that may be
acquired by the Compuny in the future, will result in the discovery of u JORC Code compliunt resource.

(d) Operating Risks

The current und future operutions of the Compuny, including exploration, appraisal und possible
production uctivities may be uffected by d rahge of operationul factors including thinygs such us
extreme climatic conditions which restrict the period within which explordation, appraisul and possibly
production uctivities may tuke pluce.

(e) The Company is experiencing a period of rapid growth and may not be able fo manage
its growth effectively

The Compuny is experiencing u period of rapid yrowth und expunsion thut will place significunt
demunds on munugement personnel, systems und resources. To uccommodaute this growth, the
Compuny muy heed to implement u variety of hew und upyraded operutionul und finuncial systems,
procedures und controls, including the improvement of accounting und other internal management
systems, all of which would require substuntial munagement effort and significant additional
expenditures. There cun be no ussurunce that the Compuny will be uble to manugye its growth
effectively, und fuilure to do so muy huve u muteriul udverse effect on the business, prospects, finunciadl
condition and results of operdtions.

(f) Sovereign and Political Risks Associated with Operating in Mongolia
The Compuny’s interests in projects ure locuted in Mongoliu.

Holdiny projects in u younhy democrutic country which is experiencing u frunsition to a murket economy
presents a certdin level of uncertainty and risk.
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The Mongoliun Parliument has previously pussed laws that may restrict or limit the Compuny’s operations
or muke them uneconomic. These include lauws that impose the right of the Mongoliun Stute to
purticipute in ‘minerul deposits of struteyic importance’. Should the Compuny’s exploration uctivities
leud to economicully viuble minerul deposits, there is u risk that the Mongyoliun State muy seek to
acyuire un interest in those deposits. Furthermore, there is u risk that the Mongoliun Parliument may
attempt to puss further laws that may prejudiciully uffect the Compuny’s operations.

(g) Legal Risks Associated with Operating in Mongolia

The Compuny’s Monhgoliun operations are subject to the jurisdiction of Mohyoliu’s courts. The legul
system operating in Mohyoliu is developing which may result in risks such as:

() politicul difficulties in obtuining effective legal redress in the courts whether in respect of u breuch
of luw or regulution, or in un ownership dispute;

(i) ahigher degree of discretion on the puart of governmental agencies;

(iii)y the lack of political or administrative guidaunce on implementing applicuble rules and regulations
including, in particular, us regurds locul tuxation und property rights; or

(iv) inconsistencies or conflicts between and within various laws, regulations, decrees, orders and
resolutions.

The commitment to locul business people, yovernment officiuls und ugencies und the judiciul system to
abide by legul requirements and hegotiated ugreements may be more uncertdin, creuting pJarticular
concerhs with respect to licences und agreements for business.

In the cuse where the Compuny disputes the actions of the Stute with regaurd to its Tenements, it is
unlikely that the Compuny would be successful in raising d claim in Australian courts for reasons of
comity or the doctrine of sovereign immunity.

(h) Title Risks Associated with the Mongolian Projects

There ure u humber of conditions thut the Compuny must sutisfy with respect to the Mongoliun licences
it hus un inferest in, including minimum expenditure und unhudl reporting reguirements to keep the
Compuny’s licences in yood stunding. There is u risk thut the Compuny muy hot be uble to sutisfy these
requirements, in which cuse the Company muay forfeit title to those licences.

Specificdlly the Compuny hotes the following with respect to the Mongolian licences it has un interest in
(for more informution refer to Sections 10 und 11 of the Prospectus):

( if the Compuny fdils fo mauke the puyment of the ongoiny consideration detuiled in the cooperation
uyreement between the Compuny und Geotruss LLC (this agreement is detuiled in Section 13.1 of
the Prospectus), there is u risk that the Compuny may be in breuch of this ugreement and may have
to return its 60% inferest in the five (6) exploration licences 11334X, 11335X, 11336X, 11337X und 11338X
to Geotruss LLC und the Compuny will no longer huve an interest in these licences;

(i) if the Compuny fuils to muke the puyment of the onygoing considerution detuiled in the
cooperdtion ugreement between the Compuny and Orchlon Ord LLC (this ugreement is detuiled in
Section 13.2 of the Prospectus), there is u risk that the Compauny may be in breach of this ugreement
und may have to return its 75% interest in exploration licence 14198X to Orchlon Ord LLC und the
Compuny will no longer have un interest in this licence;

(i) if the Comjpuny fuils fo muke the puyment of the ongoiny considerution detuiled in the cooperution
ugreement between the Compuny und Khukh Kharkhiraa LLC (this agreement is detuiled in Section
13.3 of the Prospectus), there is u risk thut the Compauny may be in breauch of this ugreement und
may have to return its 100% interest in exploration licence 13867X to Khukh Khurkhiraa LLC and the
Compuny will no longer have an interest in this licence;

(iv) if the Compuny fuils to muke the puyment of the onygoinyg considerution detuiled in the
cooperdtion ugreement between the Compuny und Sumber Erdene Oryil LLC (this ugreement is
detuiled in Section 13.5 of the Prospectus), there is d risk thut the Compuny may be in breuch of this
uyreement und may have to return its 75% interest in explorution licence 14568X to Sumber Erdene
Oryil LLC und the Compuny will no longer have an inferest in this licence;

8 Haranga Resources Prospectus
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(v) deluys in obtuining ull necessury upprovuls und permits muy jeopurdise the economic viubility of u
project. As highlighted in Section 11 of the Prospectus, there have been no deluys in obtuining uny
approval or permits of uny licence in which the Company hus an interest in;

(vi) EL 14198X will need to be renewed prior to 24 September 2011 (dute of grunt wus 24 September
2008), EL 13867X will need to be renewed prior to 9 July 2011 (dute of grant wus 9 July 2008), EL
13544X will heed to be renewed prior to 15 April 2011 (dute of grant was 15 April 2008), EL 14907X will
need to be renewed prior to 15 April 2011 (dute of yrunt was 15 April 2008) und EL 14568X will heed
to be renewed prior to 12 December 2011 (dute of grunt wus 12 December 2008). According to
the provisions of Articles 19.8 und 24.1.4 of the Law on Mineruls of Mohyoliu, un explorution licence
holder hus the right to renew the licence two times for un udditional three (3) yeur period, i.e. the
holder of the relevunt licence cun possess the licence for up to hine (9) yeurs from the first dute of
issuunce of the licence;

(vii) dlllicence fees huve been puid for the yeur 2010-2011 us required by the Revised Mineruls Law
(MLM). The MLM reyuires that licence fees for subseyuent yeurs shull be puyuble unnually in
udvunce, on or before the unniversury dute of the issuunce dute of the licence (MLM, Arficle 34.2).

The fuilure to puy the licence fees within the specified period cun be leyul grounds for possible
revocution (MLM, Article 56.1.2);

(viii) ull necessury environmental reclumution funds for 2010 have been puid. If the holder of the licence
fdils to fund the necessary environmental reclamuation funds, this failure cun be the legal ground for
the suspension of exploration activities for up to two (2) months und the possibility of revocution of
its licence;

(ix) ullthe exploration plans for 2010 ure complete und the exploration reports for 2010 huve dll been
filed. The MLM reqyuires that exploration plans be submitted to MRA within thirty (30) duys ufter the
issue dute of the licence und be submitted within the second guarter of thut yeur starting from
the second yeur (MLM, Article 48.1.1; Regulation of MRA on Receiving Exploration Work Plans, 9
September 2009). As u conseyuence of the fdilure to submit the hecessary exploration plans, an
administrative penalty can be imposed on the licence holder (MLM, Article 66.1.2);

) the environmental protection pluns have been filed. The fuilure to develop und submit the
environmental plun und report cun be leyul grounds for the suspension of exploration uctivities for
up to two (2) months and the possibility of revocution of those licences;

(xi) there ure no reyistered pledyes with MRA on the licehces us of 25 October 2010; und

(xii) according to the cudustral registry, none of the licences overlup with speciul purposes desighation
dreus und stute special protection ureus.

Uncertainties Regarding VAT Reimbursement and Possible Revisions to the Mongolian Royalty Fee
System Could Adversely Affect the Company’s Financial Position

A vulue-udded tux ut u rute of 10% is puyuble in respect of ull goods sold, work performed und services
provided within Mohyoliu. Vulue-added tux is ulso puyuble in respect of yoods imported into Mongoliu
and in respect of certdin service fee pauyments made by Monygoliun tuxpayers to hon-resident service
providers. If u legul entity is registered us u value-added tuxpayer, it can obtuin credits for such tax puid
to its suppliers of goods und services und cun use such credits to offset value-added, or other tuxes
owed in Mohgolia. However, the Value-Added Tux Luw provides certuin conditions which cun limit the
ability of a legul entity to register us a value-udded taxpuyer.

Additionadlly, the Value-Added Tax Law wus recently amended to exempt dll sales of mineral products
with the exception of exported “finished mineral products”. Under the uforementioned umendments to
the Vdlue-Added Tax Law, the Government of Mohgoliu is fo determine the types of “finished minerdl
products,” however ho such clussificution is availuble us of this dute. Effective us of 21 July 2009, uny VAT
puid by the producer of minerul products cunnot be cluimed buck -i.e., the producer is deemed to be
the end-user und must bear the burden of VAT puid to produce such products. Finished products that
are exported are, however, zero-rated und VAT puid to produce such products may be cluimed back.
There cun be ho ussurunce that iron ore will be deemed u “finished minerdl product” that would allow
the Compuny to obtdin a VAT reimbursement.



4. KEY RISKS

(i) The PRC Government may Impose Restrictions on Mongolian Iron Ore

While the PRC government has hot imposed uny restrictions on imports of Monhyoliun iron ore, there
cunh be no ussurance thut restrictions will hot be directly or indirectly implemented in the future. The
PRC government muy do so for u humber of reusons, including but not limited to, a policy to support
domestic PRC iron ore producers.

(k) Co Existence Rights

Some of the Tenements that the Compuny holds un interest in, or hus u right to acyuire un interest in,
are limited to the right o explore and mine iron ore. This meuns thut other entities may huve the right
to explore und mine other mineruls on the Tenements und such uctivities mMay udversely impuct on the
Compuny’s exploration on those Tenements.

(I) Joint Venture Parties, Contractors and Contractual Disputes

The Compuny is u party to a joint venture in respect of some of its interests in projects in Monhyoliu. The
Compuny is thereby reliant upon its joint venture participunts complying with their obligutions.

With respect to this issue, the Directors are unable to predict the risk of:

() financiul fuilure or defuult by u purticipant in any joint venture to which the Compuny may become
a puarty; or

(i) insolvency or other munugyeriul failure by uny of the operators and contractors used by the
Compuny in its exploration activities; or

(i) insolvency or other maunugerial failure by uny of the other service providers used by the Compuny
or its operutors for uny uctivity.

(m) Infrastructure

Several of the Monhgolian licences the Compuany has an interest in (or right to acqyuire an interest in) are
locuted in areus thut luck access to busic infrastructure including rouds, electricity, running water and
hedlth und emergency services.

The luck of infrustructure muy impuct neygutively on the economic viubility of uny deposits discovered
by the Compuny in other regions und may require the Compuny to heygotiute uccess to existing
infrastructure and/or invest substuntial aumounts on the upgrade of existing infrastructure of development
of hew infrastructure.

(n) The Company has Limited Insurance Coverage which may Not Be Sufficient fo Cover
All Potential Losses

Exploration (und possible development operutions) on minerdl properties involve numerous risks und
hazards und the current Mohgolian insurance industry offers limited insurance coveruge. As d result,
the Compuny muy have to pay out for finuncial and other losses, dumages und liubilities, including
those caused by fire, weuther, diseuse, civil strife, industriul strikes, breakdowns of equipment, difficulties
or deluys in obtuining raw muteriuls und eyuipment, natural disusters, terrorist incidents, industriul
accidents or other causes. The Compuny ulso does hot have any business interruption insurance or third
purty liubility insurance other than motor vehicle insurance. Any business disruption or hatural disuster
may result in substantial costs and diversion of resources. Losses incurred or puyments which may be
reyuired to be mude muy have u muterial adverse effect on the Company’s business, prospects,
financial condition und results of operations to the extent such losses or payments are not insured or the
insured umount is hot adeqyuate.
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Environmental Risk

The Compuny’s interests in projects ure subject to Monhyoliun luws und regulutions regurding
environmentul matters and the discharge of huzardous wastes and muaterials. As with dll mining projects,
these projects would be expected to have u variety of environmental impacts should development
proceed.

As hoted ih Section 10, the Mongoliun Purliument has pussed the Water Busin Luw which attempts to
prohibit mineral exploration and/or Mining in river basins und forested areus. The Compuany infends to
conduct its uctivities in un environmentully respohnsible mMunner und in uccordunce with upplicuble laws
and industry stundards. Areas disturbed by the Company’s activities will be rehabilitated us reqyuired by
applicuble laws and regulutions.

Currency

Any revenue yenheruted by the Compuny is expected to be in USS while its cost buse would be expected
to be in A$, Mongoliun National Tugrik (MNT) und USS. Consequently the cross exchunyge rutes for these
currencies will huve un impuct on the Compuny’s expected eurnings in AS.

The cross exchunge rutes ure uffected by humerous fuctors beyond the control of the Compuny.

These fuctors include Australia’s, Mongolia’s and the USA’s economic conditions und the outlook for
interest rates, inflution und other economic factors. These factors may have u positive or negdutive effect
oh the Compuny’s exploration, project development and production plans und uctivities, together with
the ubility to fund those pluns und uctivities.
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5. INVESTMENT OVERVIEW

5.1 Important Notice

This Section is hot infended to provide full informution for investors intending to upply for Shares offered
pursuunt to this Prospectus. This Prospectus should be read und considered in its entirety.

5.2 Summary of the Offer

By this Prospectus, the Compuny invites investors to upply for 125,000,000 Shures ut un issue price of 20
cents euch to raise $25,000,000.

5.3 Indicative Timetable
Lodyement of Prospectus with the ASIC 9 November 2010
Openiny Dute 17 November 2010
Closing Dute 5.00pm WST on 3 December 2010
Desputch of Holding Stutements 6 December 2010
Expected dute for listing on ASX 10 December 2010

5.4 Purpose of the Offer and Use of Proceeds
The purpose of this Offer is to:

(@) fund exploration of the Compuny’s interests in the Tenements aund satisfy funding obligations
pursuunt to ucquisition und joint venture ugreements to eurn into projects;

(b) provide for yenerul workiny cupital; und
(©) provide funds for the ussessment und possible ucquisition of hew projects.

On completion of the Offer, the Bourd believes the Compuny will have sufficient cupitul to achieve
these objectives.

It is intended to upply funds ruised from the Offer in the two yeurs ufter listing on ASX us follows
(all figures below in AS):

ltem Year 1 Year 2 Total

Acquisition costs

(o eurn interests in projects)! 3,888,889 3,333,333 7,222,222
Exploration und project evaluation? 4,330,777 6,275,556 10,606,333
Expenses of issue® 1,708,000 — 1,708,000
Administration costs, working capital

und hew projects 2,572,334 2,891,111 5,463,445
Total 12,500,000 12,500,000 25,000,000
Notes:

'These figures ure ussumed oh un exchunge rute of AUS1=US$0.90. Refer to Section 13 for u summary of the muteriul
agreements that give rise to these puyments.

2Funds ullocuted to explorution will ensure minimum reyuirements ure met under ugreements. Pleuse refer fo Sections 7 und 13
of the Prospectus und the INDEPENDENT GEOLOGIST’S REPORT for further detuils und summaries of materiul agreements.

3Refer to Section 14.10 for further detuils.

The ubove tuble is u stutement of current intentions us of the dute of lodgement of this Prospectus with the ASIC.
As with uny budyet, intervening events (including explorution success or fuilure) und hew circumstunces huve the potentiul to
uffect the ultimate way funds will be upplied. The Bourd reserves the right to dlter the way funds ure upplied on this busis.
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5.5

5.6

Capital Structure

The cupitdl structure of the Compuny following completion of the Offer is summarised below:

Shares Number
Shares on issue ut dute of Prospectus 61,750,002
Shures now offered 125,000,000
Total Shares on issue at completion of the Offer! 186,750,002
Options Number
Options issued to Directors? 12,750,000
Options issued to CPS Securities, Azure Cupitul, Employees und

Consultants of the Compuny and/or their Nominees? 15,750,000
Options now offered Nil
Total Options on issue at completion of the Offer? 28,500,000
Notes:

'Refer to Investiguting Accountunt’s Report for further information.
2Refer to Section 14.2 und 14.3 for u summury of the terms und conditions of these options.
3Refer to Section 14.3 for u summury of the terms und conditions of the options.

Restricted securities

Haranga

RESOURCES

Subject to the Compuny beiny udmitted to the Officiul List, certuin of the securities on issue muy
be clussified by ASX us restricted securities und will be required to be held in escrow for such time us

prescribed by ASX.
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6. DETAILS OF THE OFFER

6.1

6.2

6.3

6.4

6.5

6.6

RESOURCES

The Offer

By this Prospectus, the Compuny offers for subscription 125,000,000 Shures ut un issue price of 20 cents
euch to ruise $25,000,000.

The Shares offered under this Prospectus will rank equally with the existing Shares on issue.

Applications
Applications for Shares offered under this Prospectus must be mude using the Application Form.

Payment for the Shares must be made in full at the issue price of 20 cents per Share. Applications for
Shures must be for a minimum of 10,000 Shares und thereufter in multiples of 1,000 Shares. Completed
Applicution Forms und uccompunying cheques must be muiled tfo:

Harangu Resources Limited
PO Box 826 WEST PERTH WA 6872

Or delivered to:

Harangu Resources Limited
Level 1, 33 Richurdson Street WEST PERTH WA 6005

Cheques should be made puyuble to "Haranygyu Resources Limited — Shure Offer Account” und crossed
“Not Negotiable”, Completed Application Forms must reach one of the ubove addresses by no later
than the Closing Dute.

The Compuny reserves the right to close the Offer eurly.

Oversubscriptions

The Compuny will hot accept oversubscriptions.

Allotment

Subject to ASX grunting conditionul upproval for the Compuny to be udmitted to the Official List und
the Compuny ruising the minimum subscription under the Offer (beiny the full subscription), ullotment of
Shures offered by this Prospectus will tuke place us soon us pructicuble ufter the Closing Dute. Prior to
dllotment, ull upplicution Monies shull be held by the Compauny on trust. The Compuny, irrespective of
whether the ullotment of Shares tukes place, will retain uny interest eurhed on the applicution monies.

The Directors, in consultation with the Joint Lead Managers, reserve the right to allot Shares in full for any
application or to dllot any lesser number or to decline any application. Where the humber of Shares
dllotted is less than the humber upplied for, or where no ullotment is made, the surplus applicution
monies will be returned by cheque to the upplicunt us soon us practicuble ufter the ullotment dute.

Joint Lead Managers to the Offer

Cunninghum Peterson Shurbunee Securities Pty Ltd frading as CPS Securities (Australiun Finunciadl
Services Licence Number 294848) and Azure Capital Limited are the Joint Lead Managers to the

Offer. The terms of the uppointment of CPS Securities us Joint Lead Munuger and Broker to the offer is
summuarised in Section 13.8 of this Prospectus. No additionul fees ure puyuble by the Compuny to Azure
Cupitdl Limited for acting us Joint Lead Manhager to the Offer.

Dividend Policy

The Compuny unticiputes that significunt exjpenditure will be incurred in the evaluution und
development of the Compuny’s projects. These uctivities ure expected to dominate the two yeur
period followiny the issue of this Prospectus. Accordingly, the Compuny does hot expect to declare any
dividends during thut period.

Haranga



6. DETAILS OF THE OFFER

6.7 ASX Listing

The Compuny will upply to ASX within seven (7) duys ufter the dute of this Prospectus for admission to the
Officiul List und for Officiul Quotution of the Shares offered under this Prospectus. If ASX does hot grant
permission for Officiul Quotution of the Shares within three (3) months ufter the dute of this Prospectus,

or such longer period us is permitted by the Corporations Act, ull applicutions will be deult with in
accordunce with the Corporutions Act.

6.8 Applicants outside Australia

This Prospectus does hot, und is not intended to, constitute un offer in uny pluce or jurisdiction, or fo uny
person to whom, it would hot be lawful to make such un offer or to issue this Prospectus. The distribution
of this Prospectus in jurisdictions outside Australia may be restricted by lauw und persons who come into
possession of this Prospectus should seek advice on und observe uny such restrictions. Any fdilure to
comply with such restrictions may constitute a violation of applicuble securities Iaws. No action has
been tuken to reyister or quulify these Shures or otherwise permit u public offering of the Shares the
subject of this Prospectus in uny jurisdiction outside Australia.

It is the responsibility of applicants outside Australia to obtain all hecessary approvals for the allotment
and issue of the Shares pursuant to this Prospectus. The return of u completed Application Form will be
taken by the Compuny to constitute d representution and warranty by the applicant that dll relevant
approvals have been obtuined.

6.9 Minimum Subscription
The minimum subscription in respect of the Offer is $25,000,000, beiny the full subscription.

If the minimum subscription has hot been rdised within 4 months after the dute of this Prospectus,

the Compuny will either repuy the applicution monies to Applicants or issue u supplementury or
replucement prospectus to dllow Applicants one month to withdraw their Application and be repuid
their application money. No interest will be paid on this money.

6.10 Underwriter

The Offer is hot underwritten.

6.11 Commissions on Application Forms

The Compuny reserves the right to puay u commission of 5% (inclusive of goods und services tax) of
amounts subscribed to auny licehsed securities dedlers or Australian Financial Services licensee in respect
of vdlid upplicutions lodged und uccepted by the Compuny und bedring the stump of the licensed
securities deuler or Australiun Finunciul Services licensee. Puyments will be subject fo the receipt of u
proper tux invoice from the licensed securities dedler or Australian Financiul Services licensee.

6.12 CHESS

The Compuny will apply to puarticipute in the Cleuring House Electronic Subreyister System (CHESS).
CHESS is operuted by ASX Settlement und Transfer Corporation Pty Ltd (ASTC), u wholly owned subsidiary
of ASX, in uccordunce with the Listing Rules und the ASTC Settlement Rules.

Under CHESS, the Compuny will hot issue certificutes to investors. Instead, Share und Option holders will
receive u stutement of their holdings in the Compuny. If un investor is broker sponsored, ASTC will send u
CHESS stutement.
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6.13

6.14

6.15
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Risk Factors

Prospective investors in the Compuny should be awure that subscribing for Shures the subject of this
Prospectus involves u humber of risks. These risks ure set out in Section 12 of this Prospectus und investors
dre urged to consider those risks carefully (and if necessary, consult their professionul adviser) before
decidiny whether to invest in the Compuny.

The risk fuctors set out in Section 12, und other yenerul risks upplicuble to dll investments in listed
securities not specificully referred to, muy in the future uffect the value of the Shares. Accordingly, un
investment in the Compuny should be considered speculdtive,

Forecast Financial Information

Given the speculutive nuture of minerul exploration und development und the fuct the Compuny is

in an eurly stuge of explorution, there ure significant uncertuinties ussociuted with forecusting future
revenues und expenses of the Company. On this busis und ufter considering Regulutory Guide 170, the
Directors believe thut reliuble finunciul forecusts for the Compuny cunnot be prepured und uccordingly
have not included finuncial forecusts in this Prospectus.

Privacy Statement

If you complete un upplicution for Shures, you will be providing personul informaution to the Compuny.
The Compuny collects, holds und will use that information to ussess your upplicution, service your heeds
as u Shareholder und to facilitate distribution payments and corporate communications to you as a
Shureholder.

The information muy dlso be used from time to time and disclosed to persons inspecting the reyister,
including bidders for your securities in the context of tukeovers; regulutory bodies, including the
Australian Tuxution Office; uuthorised securities brokers; print service providers; muil houses und the
Shure Reyjistry.

You cun access, correct und updute the personal information that we hold about you. If you wish to do
S0, pleuse contuct the Share Registry at the relevant contact number set out in this Prospectus.

Collection, muintenunce und disclosure of certuin personal informution is governed by leyislution
includiny the Privacy Act 1988 (us umended), the Corporutions Act und certuin rules such us the ASTC
Settlement Rules. You should hote that if you do hot provide the information reyuired on the upplicution
for Shures, the Compuny muy hot be uble to uccept or process your upplicution.






7. COMPANY OVERVIEW, DIRECTORS Haranga

7.1

RESOURCES

AND CORPORATE GOVERNANCE

Company Overview

The Compuny wus incorporuted on 15 December 2009 und wus formed with the uim of ucyuiring und
exploring iron ore projects in Monhyoliu,

The Compuny operutes in Monyolia through its subsidiary compuny Harangu Iron LLC, u Mongoliun
incorporuted compuny. Hurangu lron LLC holds the Compuny’s shures in the jointly-owned or wholly-
ownhed Mongolian subsidiaries that both operate the projects and hold title o the project licences for
euch of the Compuny’s five projects.

Haranga Resources
Limited (Australia)

100%
Haranga lron LLC
(Mongolia)
0% 5% 0% 5% 51%
[opton o 100%) {ption 1o 100%) {oation to 80%)
Legendary Hero LLC | | Haranga Shavdal LLC Haranga Sumber LLC Haranga Gobi LLC
[ [40% Geotrass LLC) (25% Orchion lron LLC) Haranga Erdenes LLC (25% Ganbat Badameseret) {454% Gobi Khurakh LLC)
Salange Propect Shewdal Project Khundiun Progsct Sumber Project Tumurtei Khudag Progact
11334%, 113350, 113368, 14198% 138575 14568 {iron Ora Rights)
11337011338 135440 1450 1K

Figure: Haranga Resources Company Structure

Mohyoliu hosts numerous known iroh ore deposits located throughout the country and large parts of
the country remain significantly underexplored. The most common type of iron ore deposit in Mongolid
is magnetite skarn, although some predominuntly haematite deposits have been reported in the far
west of the country. Some Mongoliun muynetite skarn deposits ure of high enouygh grade to be ‘direct
shipped’ to end users (60-60% Fe content) but the existing Monygoliun mines that produce u lower grade
ore upyrude to u suleuble product by crushing und screeniny, followed by magnetic sepuration if
required.

The two best knownh ironh ore regions in the country ure Selenye province, in the north of the country
(directly north of the cupitul Uluunbuutar) und Sukhbaatar province in the southeust. Both provinces
contuin ohe khown operauting iron ore mine und u haundful of promising developments. Selenge contuins
the lurger known deposits und benefits from eusy uccess to Uluunbuutar and the nearby trans-
Monhgyoliun Ruilway. Sukhbuutar is well situuted close to northern Chinese steel mill demund but currently
lacks direct ruil uccess.

Other iron ore deposits ure scuttered throughout the country, includinyg the large Tayan Nuur mine in
Gobi Altdi in the west, but for the most purt, isoluted locution und lack of infrustructure hus deluyed mine
development up to this point. To date, ho mujor iron ore deposits have been discovered in the south
Gobi reygion, ulthough some private Chinese compunies dure producing iron ore from smaller deposits in
that region und trucking the output over the border for sule in China,

Harangu Resources infends to commence iron ore exploration on selected Monhgyoliun iron ore projects
in lute 2010, others will commence in 2011. Through d series of aucyuisitions and joint ventures (for

further detuils refer to the muteriul contracts summaries contuined in Section 13 of the Prospectus), the
Compuny hus established muajority interests in a diverse portfolio of highly prospective projects within the
eustern hulf of Mongyolid, including the premier iron ore provinces of Selenge und Sukhbudutar,
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The Compuny’s projects cun presently dll be churucterised us eurly stuge. The projects ure:

() Selenye Project (ELs 11334X, 11335X, 11336X, 11337X und 11338X) in Selenye Province, northern
Mongoliu, The Compuny hus, through Haranga Iron LLC, ucyuired u 60% interest in the compuny
that holds these licences. The Compuny hus u commitment of further stuged puyments and will
sole fund exploration on this project until completion of u feusibility study on the licences.

(b) Shavddal Project (EL 14198X) in Sukhbudutar Province, southeustern Mongoliu. This licence hus been
transferred to a 75% owned subsidiary of Haranga Iron LLC und the Compuny has an option to take
its owhership to 100%.

(© Khundlun Project (EL 13867X) in Hentii Province, hortheustern Mongoliu. This licence hus been
entirely ucyuired by the Compuny us it hus been trunsferred into u 100% owned subsidiary of
Haranga lron LLC. The Company hus a commitment of one further payment to complete this
purchase.

(d) Tumurtei Khuduy Project (ELs 13544X und 14907X) in Duhdyobi Provihce, in the mid-Gobi region
of southern Mongoliu. The Compuny hus ucquired u 51% interest in the iron ore rights on these
licences. The Compuny has un option to tuke its interest to 80%.

(e) Sumber Project (EL 14568X) in Dornoyobi Province, southern Mongolia, This licence hus been
transferred to a 75% owned subsidiary of Haranga Iron LLC und the Company has an option to take
its owhership to 100%.

The Compuny’s proposed expenditure und ucqyuisition costs in respect of these projects ure summurised
below und further referred to in the Independent Geologyist’s Report included in Section 8.

Year 1 Year 2 Total Year 1 Year 2 Total
AUD AUD AUD usb usb usb
1. Acquisition Costs
Selenye 2,222,222 3,333,333 5,655,555 2,000,000 3,000,000 5,000,000
Shavdul 555,656 - 555,656 500,000 - 500,000
Khundlun 222,222 - 222,222 200,000 - 200,000
Tumurtei Khuduy 333,333 - 333,333 300,000 - 300,000
Sumber 555,656 - 555,556 500,000 - 500,000
Total Acquisition Costs 3,888,889 3,333,333 7,222,222 3,500,000 3,000,000 6,500,000
2. Exploration Expenditure
Selenye 1,993,889 2,658,222 4,652,111 1,794,500 2,392,400 4,186,900
Shavdul 690,333 1,149,556 1,839,889 621,300 1,034,600 1,655,900
Khundlun 545,889 790,000 1,335,889 491,300 711,000 1,202,300
Tumurtei Khuduy 573,666 721, 1,294,777 516,300 649,000 1,165,300
Sumber 527,000 956,667 1,483,667 474,300 861,000 1,335,300
Total Exploration Expenditure 4,330,777 6,275,556 10,606,333 3,897,700 5,648,000 9,545,700

Table: Acquisition and Exploration Expenditure by Project

The Compuny'’s strutegy is to explore und develop high quulity iron ore deposits locuted, where possible,
in proximity to established mMining operations aund to current or planned infrastructure to allow uccess to
potential markets.

The Compuny’s munuygement teum hus hearly 100 yeurs of combined experience in the commercial
and nhutural resource industries. The bouard includes u Chairman and Compuny Secretury who have both
been instrumental in the success of other ASX listed Monyoliun resource compunies und u Monhgoliun
national, Mr Achit-erdene Durambuzar who resides permanently in Mongolia and is also the founding
director of u highly successful Mongoliun investment bank. The Compuny intends to exploit these
networks in the pursuit of complementury opportunities within Mongoliu.

Investors ure encouruged to reud the Independent Geoloyist’s Report in Section 8 of this Prospectus, the
Solicitor’s Report in Section 11 und the Materiul Contracts summary in Section 13 for further informution
pertuining to the Tehements in which the Compuny has acyuired an interest. Investors should ulso
curefully consider the risk fuctors set out in Section 4 und Section 12.
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Directors and Management

Mr Matthew Wood
Chairman

Mr Wood has more than 18 yedurs experience in the resource sector with both major and junior resource
compunies und hus extensive experience in the technicul und economic evuluaution of resource
projects throughout the world, most recently in Mongolia, Mr Wood's expertise is in project identification,
neyotiution, ucquisition und corporute development. He hus u BSc Honours deyree in geoloyy from
the University of New South Wuales, and u graduate certificute in mineral economics from the Western
Australiun School of Mines.

Mr Wood is currently a director of ASX-listed Hunnu Coul Limited, Avanco Resources Limited, Sighuture
Metuls Limited, Copper Runyge Limited, Lagunu Resources NL und Voyuyer Resources Limited. Mr Wood
is u member of the AusIMM.

Mr Wood wus previously u director of Iberian Resources Limited, Bluck Ruhge Minerdls Limited, Elk
Petroleum Limited, Kusbuh Resources Limited, Overlund Resources Limited and Bellumel Mining Limited.

Dr Robert Wrixon
Managing Director

Dr Wrixon hus 15 yeurs commerciul experience in engineering, consulting, mineral usset ucquisition und
exploration munugement. Dr Wrixon holds a Ph.D in minerul engineering from the University of Culiforniu,
Berkeley und un honours deygree in chemicul enygineering from Princeton University in the USA.

Dr Wrixon wus previously u project munuger with Mars & Co, u globdal strategy consulting firm working ut
client sites in the USA und Asiu und helped to estublish the Tokyo office of Mars & Co in 2001.

Dr Wrixon dlso spent five years with Xstrata in marketing, corporate strategy uand business development
(M&A) for both Xstrata Coul in Sydnhey und Xstrata plc, bused in London. He served us Xstratu'’s
representutive on the bourd of directors of the Cerrejon Coul joint venture in Colombiu which produces
32 million fonnes of seuborne export thermal codl per annum.

Prior to joining Hurangu Resources, Dr Wrixon wus Munaging Director of the ASX listed uranium
exploration compuny Uranio Limited (how Manhattun Corporation Limited).

Originully from Ireland, Dr Wrixon how holds dudl Australian und Irish citizenship.

Mr Kell Nielsen
Exploration Director

Kell Nielsen is u geoloyist with 19 yedrs experience covering u vuriety of commodities including gold,
bause metdils, iron ore, phosphute und coul throughout Australia as well us Africa and North America. Mr
Nielsen hus performed in diverse roles from gruss roots exploration through to munaging lurge resource
development teams for Placer Dome und consulting to BHP Billiton’s iron ore and coudl divisions us u
Teum Leuding Conhsultunt for Showden Mining Consultants. Mr Nielsen dlso held the position of Technicul
Director ut Peuk Resources Limited ut a time that saw the compuny move its portfolio buse from Western
Austrdliu to Tunzuniyu, including the ucquisition of the Nyuullu rare eurth elements und phosphute
project in Tunzania,

Mr Nielsen is currently Munaging Director of Voyuyger Resources, u Mohyoliun focused gold und buse
metuls exploration compuny. He studied yeoloygy ut Mucquurie University in Sydney und is a member of
the AusiIMM.

Mr Timothy Flavel
Non Executive Director and Joint Company Secretary

Tim Fluvel is u Chartered Accountunt und Compuny Secretary, with more than 20 yeurs experience in
the mininy industry und uccounting profession both in Austraulia and overseus. Mr Flavel currently ussists
a humber of resources compunies operating throughout Australia and overseus with corporate advice,
finunciul uccounting, stock exchunye compliunce und regulatory activities.
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Mr Flavel is currently a Director of Hunnu Codl Limited, Sighature Metdls Limited, Copper Runyge Limited
und Voyuger Resources Limited. Mr Fluvel is ulso compuny secretury of Hunnu Coul Limited, Copper
Runge Limited und Voyuyer Resources Limited.

Mr Achit-Erdene Darambazar
Non Executive Director

Mr Darambuazar is Founder und President of Monhyoliu Internationul Capital Corporation (MICC),
Mongoliu’s first and leuding investment bunk servinyg clients across ull sectors of the Mongoliun
economy. Mr Daraumbuzar hus consistently distinguished himself us a pioheer within the Monyoliun
finunciul sector und hus completed over u dozen public und private plucement fransactions for Metals
and Mining clients in Monhgolid, including finuncing of some of the largest mines in Monhyolidu.,

Mr Darambazar earned his Muster’s Deyree in Intfernational Relations from Columbia University und his
Buchelor’s Deyree from Middlebury College in the USA.

Mr Jason Peterson
Non Executive Director

Mr Peterson has more than 16 yeurs of experience in the finunciul advisory sector, which he obtuined by
working in both locul und international stockbroking companies such us Putersons, Tolhurst, and Merrill
Lynch. Mr Peterson speciulises in corporute structuring, cupital raisings, corporate und struteyic udvice
to smull und medium size compunies und reverse tukeovers.

Mr Peterson holds u Buchelor of Commerce deyree from Curtin University in Australia and u Graduate
Diplomu of Finunce from FINSIA (Finunciul Services Institute of Australia)/SDIA (Securities & Derivutives
Institute of Australia). Mr Peterson is u Senior Client Advisor and a Director of stockbroking firm, CPS
Secuirities.

Mr Angus Caithness
Joint Company Secretary

Mr Cuithness is u Churtered Accountunt, member of the Finunciual Services Institute of Australusia und is
currently the Chief Finunciul Officer of Hunhu Coul Limited.

He wus previously un Executive Director ut Erhst & Youny und hus been providing dussurance und
transuction udvisory services ucross the internationul resources community within established und
emerying murkets for over 10 yeurs.

In particular he hus been u speciulist udvisor to Mining compunies in emeryging murkets looking to list
oh the London Stock Exchunhyge. These have included Kuzukhmys Plc, Gem Diumonds Ltd, Hochschild
Minihg Plc and Ferrous Resources Ltd.

7.3 Directors’ Deeds of Indemnity

The Compuny intends to enter intfo deeds of indemnity and uccess with euch of its Directors (Deeds)
followiny listing of the Compuny on ASX.

Pursuunt to these Deeds, the Compuny will indemnify euch Director to the extent permitted by the
Corporautions Act uguinst auny lidbility arising as a result of the Director ucting us un officer of the
Compuny. The Compuny will be required under the Deeds to maintuin insurance policies for the benefit
of the relevunt Director for the term of the uppointment and for u period of 7 yeurs ufter the relevant
Director’s retirement or resighation.

The Deeds will ulso provide for the Director’s right of uccess to Bourd pupers.
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7.4 Corporate Governance

The Compuny’s muin corporute yovernunce policies und practices ure outlined below:

(@)

(b)

©

(d)

Board of Directors

The Compuny’s Bourd of Directors is responhsible for corporate governance of the Compuany. The
Bourd develops strateyies for the Company, reviews strateygic objectives und monitors performance
aguinst those objectives. The gyouls of the corporute governunce processes are to:

(i) muintuin und increuse shareholder vulue;

(i) ensure u prudentiul and ethicul basis for the Compuny’s conduct und uctivities; and
(i) ensure compliunce with the Compuny’s legul und regulutory objectives.

Consistent with these gouls, the Bourd ussumes the following responsibilities:

(i) developiny initiatives for profit und usset growth;

(i) reviewiny the corporute, commerciul und finuncial performunce of the Compuny on
d regular busis;

(iii) acting on behudlf of, und beinyg uccountable to, the Shareholders; and

(iv) identifying business risks und implementing uctions to munuye those risks und corporute
systems to ussure yuality.

The Compuny is committed to the circulution of relevunt materiuls to Directors in G timely manner to
facilitute Directors’ participution in the Board discussions on u fully-informed busis.

Composition of the Board

Election of Bourd members is substantidlly the province of the Shareholders in genheral meeting.
However, subject thereto, the Company is committed to the followiny principles:

(i) the Bourdis to comprise Directors with a blend of skills, experience and attributes appropriate
for the Compuny und its business; und

(i) the principul criterion for the uppointment of new Directors is their ubility to udd value to the
Compuny und its business.

No formul hominution committee or procedures huve been udopted for the identificution,
gppointment und review of the Bourd membership, but un informal ussessment process, fucilituted
by the Chuirman in consultation with the Compuny’s professional udvisors, has been committed o
by the Board.

Independent professional advice

Subject to the Chuirman’s upprovul (not to be unreusonubly withheld), the Directors, ut the
Compuny’s expense, muy obtuin independent professionul udvice on issues urising in the course of
their duties.

Remuneration arrangements

The remunerution of un executive Director will be decided by the Bourd, without the uffected
executive Director purficiputing in that decision-muking process.

The fotul muximum remuneration of hon-executive Directors is the subject of u Shareholder
resolution in auccordunce with the Compuny’s Constitution, the Corporations Act and the ASX
Listing Rules, us upplicuble. The determinution of honh-executive Directors’ remuneration within that
maximum will be made by the Bourd having regard to the inputs and value to the Compuny of the
respective contributions by each hon-executive Director.

The Bourd muy award udditional remuneration to hon-executive Directors called upon to perform
extra services or muke speciul exertions on behulf of the Compuny.
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(e) External audit

The Compuny in geherul meeting is responsible for the uppointment of the externul uuditors of the
Compuny, und the Bourd from time fo time will review the scope, performunce und fees of those
external auditors.

() Audit committee

The Compuny will hauve un uudit committee churter aund due to the size und nature of uctivities the
function of the uudit committee will be undertuken by the full Bourd.

(9) Identification and management of risk

The Bourd’s collective experience will enuble accurate identification of the principal risks that may
uffect the Compuny’s business. Key operationdl risks und their munagement will be recurring items for
deliberation ut Bourd meetings.

(h) Ethical standards

The Bourd is committed to the establishment und muintenunce of uppropriute ethical standards.

Full detdils of the corporute governunce policies udopted by the Bourd cun be found on the Compuny’s
website, www.haranga.com.

26 Haranga Resources Prospectus



8. INDEPENDENT GEOLOGIST’S REPORT

Office Locutions:

Brisbane

Level 20, 333 Ann Street
Brisoaune QLD 4000
Adeludide St PO Box 10312
Brisoaune QLD 4000

Tel: +61 7 3221 2366
Fax:+61 7 3221 2235
enyuiries@XstractGroup.com

Perth

Level 1, 1110 Huy Street
West Perth WA 6005
PO Box 847

West Perth WA 6872

Tel: +61 8 9327 9501
Fax:+61 8 9481 8700

enyuiries@XstractGroup.com

Website:
www.xstractgroup.com

This report has been prepared by

Xstract Mining Consultants Pty Lid (“Xstract™)
on behalf of Haranga Resources Limited (“Haranga™).

© 2010

Haranga

RESOURCES

XSTRACT

All rights are reserved. No purt of this document may be reproduced, stored in u retrieval system,
or frunsmitted in uny form or by uny meuns, electronic, mechunicul, photocopyiny, recording or otherwise,

without the prior written permission of Xstract.

Issued by: Xstract Brisbune Office
Doc Ref: 20101103_P1343_Hurungu_Finul_Report
Date: 3 November 2010

Prepared by:

Trevor Ellice — Senior Consultant Geology

Michuel Tyndull — Senior Consultunt Corporute Services

Peer Reviewed by:

Jeumes McKibben — GM und Principul Consultant Corporate Services

27



8. INDEPENDENT GEOLOGIST’S REPORT

TABLE OF CONTENTS
1 Executive Summary
2 Introduction

3 Overview of Mongolia

3.1 Introduction

3.2 Politicul und Economic Climute
3.2.1 Politicul Overview
3.22 Economy

3.3 Geoloyy und Minerdl Resources
3.3.1 Metul Provinces
3.3.2 Iron Ore in Mohgoliu
3.3.3 Muarket

3.4 Mining Industry

3.5 Mongoliun Legislation
3.5.1 Risk Profile Overview

4 Selenge Project

4.1 Property Description

4.2 Geoloyicul Settiny
4.2.1 Reyionul

4.3 History
4.3.1 Tenement Ownership
4.3.2 Previous Exploration / Mining
4.3.3 Recent Explorution
4.3.4  Buyuntsoyt Prospect
4.3.5 Huiten Gol Iron Occurrence
4.3.6  Otherlron Occurrences

in the Selenye Project Areu

4.3.7  Verificution Sumpling

4.4 Proposed Exploration und
Recommendution

4.5 Conclusion

5 Shavdal Project
5.1 Geoloyicul Settiny
5.1.1 Regiondl
51.2 Locul
5.2 History
5.2.1 Previous Exploration / Mining
5.3 Potentiul Tonnuye Estimutes
5.4 Proposed Exploration
5.5 Conclusion

6 Khundlun Project

6.1 Geoloyicul Settiny

6.2 History
6.2.1 Tenement Owhership
6.2.2  Previous Exploration / Mininy
6.2.3  Anulytical Results

6.3 Potentidl Tonnuye Estimutes

6.4 Adjucent Properties

6.5 Proposed Explorution

6.6 Conclusion und summary

28 Haranga Resources Prospectus

35
37

39
39
39
40
4]
42
43
44
47
48
50
52

53
53
55
55
56
56
56
57
60
64

66
66

67
68

68
69
69
69
70
70
71
71
72

72
73
74
74
74
75
75
75
76
76

10

1
12

13

Tumurtei Khudag Project
7.1 Property Description
7.1.1Tenement Owhership
7.2 Geoloyicul Settiny
7.2.1 Reygiondl
7.2.2 Locul
7.3 History
7.3.1 Previous Exploration / Mining
7.3.2 Recent Explorution
7.4 Potentiul Tonnuye Estimautes
7.5 Proposed Exploration

Sumber Project
8.1 Geoloyicul Settiny
8.1.1 Regiondl
8.1.2 Locul
8.2 History
8.2.1 Previous Exploration / Mining
8.2.2 Recent Explorution
8.3 Adjucent Properties
8.4 Proposed Exploration

Technical Capabilities

Work Programme and Exploration Budget

10.1 Expenditure
Conclusions

Declarations

12.1 Independence

12.2 Quullificutions

12.3 Terms of Reference

12.4 Reporting Standard

12.5 Competent Person Statement
12.6 Data Sources

Bibliography

76
76
77
78
78
78
78
78
79
80
80

81
82
82
82
83
83
83
83
84

84

85
85

86
86
86
87
87
88
88

89



APPENDICES

Appendix A:
Assay Results for Sumples Tuken ut the Bayuntsoyt
Occurrence, Selenye Project

Appendix B:
Assay Results for Sumples Tuken ut the Huiten Gol
Occurrence, Selenye Project

Appendix C:
Assay Results for Sumples Tuken ut the Undur Ukhau
Occurrence, Selenye Project

Appendix D:
Assay Results for Sumples tuken at the Dund Buluy
Occurrence, Selenye Project

Appendix E:
Assuy Results for Samples Tuken ut the Ulunt
Occurrence, Selenye Project

Appendix F:
Assay Results for Sumples Tuken ut the Ust Ahgul
Occurrence, Selenhye Project

Appendix G:
Assay Results for Sumples Tuken ut the Yeroo
Occurrence, Selenhye Project

Appendix H:
Assuy Results for Sumples tuken at the Muul Mountain
Occurrence, Selenyge Project

Appendix I:
Assuy Results for Sumples Tuken ut the Khustui
Occurrence, Selenhye Project

Appendix J:
Assay Results for Sumples Tuken ut the Yarguit
Occurrence, Selenye Project

Appendix K:
Assuy Results for Saumples Tuken at the Mukhar
Occurrence, Selenye Project

Appendix L:
Assuy Results for Sumples Tuken ut the Dartsagt
Hillock Occurrence, Selenye Project

Appendix M:
Cross Sections over the Huiten Gol Occurrence,
Selenye Project

Haran

RESOURCES

LIST OF TABLES

Tuble 1-1: Summary of Huranyu's Exploration
Expenditure aund Work Committments

Table 2-1: Hurungu's Exploration Licences

Tauble 3-1: Resource Estimutes for Mongolid’s
Top Four Mineral Commodities

Tuble 3-2: Globul Iron Inventory us ut 2009
Tauble 3-3: Mining Production by Commodity
Table 3-4: Mineral Exports by Destination

Table 3-5: Mining Project Accordiny
to Deposit Type

Tuble 3-6: Monyoliu’s Historicul Fruser
Survey Runk

Table 4-1: Selenge Project Tenement List

Tuble 4-2: Sumple Detuils from Previous Work
on the Selenye Project

Table 4-3: Chanhel and Rock Chip Assay
Results from the Selenye Project: Bayuntsoyt
and Huiten Gol Prospects

Tuble 4-4: Budyeted Explorution Expenditure
aund Work Programme for the Selenye Project

Tuble 5-1: Budyeted Explorution Expenditure
und Work Programme for the Shavdual Project

Table 6-1: Rock Chip Assay Results for the
Khundlun Project

Tuble 6-2: Budyeted Explorution Expenditure
and Work Programme for the Khundlun Project

Tauble 7-1: Budygeted Exploration Expenditure
and Work Programme for the Tumurtei Khuday
Project

Tauble 8-1: Budygeted Exploration Expenditure
and Work Programme for the Sumber Project

Table 10-1: Budygeted Exploration Expenditure
und Work Programme for euch Project Areu

a

36
37

45
45
46
49

50

53
54

57

67

67

71

75

81

84

85

29



8. INDEPENDENT GEOLOGIST’S REPORT

LIST OF FIGURES

Figure 2-1: Locution of Hurangu's Projects
in Monyoliu 38

Figure 3-1: Locution of Mohgoliu 38

Figure 3-2: Locution of Current und Proposed Ruilwuy
Infrastructure Relutive to Haranyu’s Projects 40

Figure 3-3: GDP by Industry (Source: Golomt Bunk —

October 2010) 4]
Figure 3-4: Mongoliu’s Nutural Resource Exports

(Jun to Feb 2010) (Source: Frontier Securities) 4]
Figure 3-5: Simplified Geology of Mongolia 43
Figure 3-6: Mongoliun Iron Ore Occurrences 44

Figure 3-7: Cumulative World Iron Inventory

for 2009 46
Figure 3-8: Mongoliun Iron Ore Production

& Exports und Chinese Iron Ore Imports 48
Figure 3-9: Licences by Minerul Type 49

Figure 3-10: Current Mineral Potential
Assuming Current Regulutions/Land
Use Restrictions 52

Figure 4-1: Locution of the Selenye Project 53
Figure 4-2: Geoloyy Mup of Huranyu'’s
Selenge Project 55

Figure 4-3: Locution of Completed Muynetic
Surveys ut the Selenye Project 58

Figure 4-4: Diumond Drill Core from the
Selenye Project 58

Figure 4-5: Diamond Drill Core Laid out for
Inspection at the Selenye Project 59

Figure 4-6: Trenching at the Huiten Gol Prospect 59

Figure 4-7: Total Mugnetic Intensity for the
Daurtsaygt Areu Showing the Locution of Iron
Occurrences 60

Figure 4-8: Buyuntsoyt Iron Occurrence 61

Figure 4-9: Locution of Drillhole Collar

Co-Ordinutes und Drilliny, with Geoloyicul

Map for the Buyuntsogt Prospect within the

Selenye Project 61

30 Haranga Resources Prospectus

Figure 4-10: Skarn Style Magnetite Exposed in
Trenching at the Bauyuntsogt Iron Occurrence

Figure 4-11: Locdution of Drilling and Trenching
at the Buyantsoyt prospect.

Figure 4-12: Cross Section ut the Buyuntsoyt
Prospect (not to scule).

Figure 4-13: Locution of Trenchihg und Drilling
at the Huiten Gol Prospect

Figure 4-14 Locution of Drillhole Collar
Co-Ordinates und Drilling, with Geoloyicul Map
for the Huiten Gol Prospect within the Selenye
Project

Figure 5-1: Infrastructure and Mines in Relation
to the Shavdul Project

Figure 5-2: Typicul Exumple of the Muin Outcrop
Rocktype ut the Shavdul Project

Figure 5-3: Ground Mugnetic Survey Conducted
by Harangu

Figure 6-1: Locution of Haranga's

Khundlun Project

Figure 6-2: Muain Zone of Mugnhetite Outcrop

ut the Khundlun Prospect Showing Outcropping
Ridge

Figure 6-3: Typicul Rock Type Present ut the

Khundlun Project. Note Foldiny, Bunded
Mugnhetite und Quurtzite.

Figure 6-4: Locution of Ground Maughetic Survey
Anomuly and Hurangu'’s Rock Chip Saumples

Figure 7-1: Location of the Tumurtei Khuday
Project Tenement

Figure 7-2: Tumurtei Khuduy Ground Mugnetic
Survey und Rock Chip Sumple Locutions

Figure 7-3: Outcropping Iron-Beuring Rock
within the Tumurtei Khuduy Project Areu

Figure 8-1: Locution of Huranga’s Sumber Project

Figure 8-2: Geoloyy of the Sumber Project
Tenement (14568X)

Figure 8-3: Example of u Typical Ferrous Outcrop
Identified in the Field

62

62

63

64

65

68

69

70

72

73

73

74

77

79

80
81

82

83



GLOSSARY
Abbreviution or Term
%

°C

AlG

Alluvial
Andesite

Aeromagnetic survey

ASIC

ASL

ASX
AusiMM
Aymag
Basalt

B

Bt
Calcareous
Cambrian
Carbonate

Carboniferous
CIs
Coal

Conglomerate

Copper porphyry

Craton
Cretaceous
Dacite

Devonian
Diamond drilling

dmt
Dolostone
DP

EL

Fe

Felsic

Fluorite
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Percent, percentuge

Deyrees Celsius

Austrdliun Institute of Geoscientists

Sediment deposited by flowing wuter, us in u riverbed, flood pluin or delta,

An extrusive igneous, volcunic rock of infermediute composition between busult und
dacite dominated by plugiocluse plus pyroxene und/or hornblende

A common type of geophysicul survey carried out using u mughetometer ubodurd or
towed behind un dircraft

Australiun Securities und Investments Commission

Above seu level

Australiun Securities Exchunge

Australasian Institute of Mining und Metullurgy

Province of Mongoliu

A durk, fine gruined mufic extrusive rock.

Billion

Billion tonne(s)

Mostly or partly composed of culcium carbonute or contuining lime or beinyg chualky
A geoloyicul time period spunniny from 544 million to aubout 500 million yeurs ugo

Minerals and rocks mude chiefly of carbonate mineruls and dominated by the
curbonute ion, CO,

A ygeoloyicul time period spunhing from 345 to 285 million yeurs ugo.
the Commonweulth of Independent Stutes

A solid brittle, stratified, combustible curbonuceous rock, formed by purtial to complete
decomposition of veyetution. Varies in colour from durk brown to black.

A rock consisting of individual clasts within a finer-grained matrix that have become
cemented together

Copper ore bodies which are uassociated with porphyritic intrusive rocks and the fluids
that accompauny them during the transition and cooling from magma to rock

An old und stuble purt of the continentul lithosphere

A yeoloyicdul time period ranyginyg from 65 to 135 million yeurs ago.

An igheous, volcunic rock intfermediute in compositions between undesite und rhyolite
A geoloyicul time period spunniny from 416 to 360 million yeurs ago

A method of exploratory drilling o extract core sumples using u diumond
encrusted drill bit

Dry metric tonne

A sedimentury curbonute rock that contuins u high percentuge of the mineral dolomite
Democrutic Purty

Exploration licence

Iron

Comprising silicute mineruls, magmau, und rocks which are enriched in the lighter
elements such us silicon, oxygen, uluminium, sodium und potussium

A hulide minerul composed of culcium fluoride, CuF2.

Foreign Investment Law The Foreign Investment Law of Mongoliu 1993

31



8. INDEPENDENT GEOLOGIST’S REPORT

Fraser Survey
Gabbro

GDP

Granite
Granitoids
Granodiorite

GPS
Greenschist

ha
Haranga
ILAC

IMF

Intrusive

Iron ore
JORC Code

Jurassic
km

km?
Lenticular
Limestone

Loam

m

m3

mASL

Ma
Magnetite
MCLG
Melanges

Mesozoic
Meta-andesite
Metamorphism

Metasomatic

Mineral Resource

ML
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The Fraser Institute Ahnual Survey of Mining Compuhnies 2008/2009

A lurge group of durk, course-gruined, intrusive mufic igneous rocks chemicully
eyuivulent to busult

Gross domestic product
A common und widely occurring type of intrusive, felsic, igneous rock.
Suite of felsic plutonic rocks

An infrusive igheous rock similur to granite, but contuining more plagiocluse than
potussium feldspur.

Globdl positioning system

Metumorphic und/or ultered mufic volcunic rock with abundunt green chlorite,
actinolite and epidote Mineruls

Hecture(s)

Hurangu Resources Limited

International Luborutory Accreditation Cooperution
International Monetary Fund

Body of rock formed under the surfuce of the eurth us magma und pushes up info the
existing country rock

Rocks and mineruls from which metdllic iron cun be economicully extracted.

2004 Edition of the Australasian Code for Reporting of Exploration Results, Mineral
Resources und Ore Reserves

Geoloyicul time period from 199.6 to 145.5 million years ugo

Kilometre(s)

Squaure kilometre(s)

Relating to lenses or lensoid in shupe

A sedimentury rock consisting mainly of culcium thut wus deposited by the remuins of
maurine animuls

A rich soil consisting of u mixture of sund und cluy und decuying orgunic mauterials
Metre(s)

Cubic metre(s)

Metres ubove seu level

Million years

A ferromagnetic minerul with chemical formula Fe304

Mongoliun Central Laboratory of Geology

A lurge-scule brecciu -type body of rock churucterized by u lack of confinuous
bedding und the inclusion of fragments of rock of dll sizes

Geoloyicul time period from 251 — 65.5 million years ago

Metumorphosed undesite

The solid-state recrystallisution of pre-existing rocks due to chunges in physicul and
chemicual conditions, primuarily heut, pressure, and the introduction of chemicully active
fluids

Chemicul dlterution of u rock by hydrothermul und other fluids

A concentration or occurrence of materidl of intrinsic economic interest in or on the
Earth’s crust in such form, quulity und guuntity thut there are reusonuble prospects for
eventuul economic extraction. The locution, quantity, grade, geoloyicul characteristics
und continuity of u Mineral Resource are knowh, estimuted or interpreted from specific
ygeoloyicul evidence und knowledye. Minerdl Resources are sub-divided, in order of
increusing yeoloyicul confidence, into Inferred, Indicuted and Meusured cutegories
Mining licence



Molybdenum
mm

MNT

MPRP

MRAM

Mt

Mtpa

Neoproterozoic

NSO
OECD
Oligocene

Ophiolites

Ordovician
Orogenic Belt

oz
Palaeogene
Palaeozoic
Permian
Phyllite

Pliocene

Plutonic

Pyritised
Pyrite
Precambrian
Quaternary
Rhyolite
Rhyodacite
RD
Sandstone

Schist

Sedimentary

Serpentinite

Skarn

Haranga

RESOURCES

Silvery white metul that cun withstand extreme heut and is used in steel ulloys
Millimetre(s)

Currency, Mongoliun “Tugrik”

Mongoliun People’s Revolutionary Party

Mineral Resources Authority of Monyoliu

Million fonnhe(s)

Million tonnes per unhum

An Era in geoloyic time from 1,000 to 542 million yeurs ugo

Nationul Stutistics Office of Mongoliu

Orgunisution for Economic Development und Co-operation

A geoloyicul time period within the Tertiary period spunning from 40 million to 25 million
yedrs ugo.

A section of the Earth’s ocedunic crust und the underlying upper muntle that has been
upliffed or empluced to be exposed within confinental crustal rocks

A geoloyicul tfime period from 500 million to 425 million yeurs ugo

Lony tructs of highly deformed rock formed us u result of forces und events leuding to
a severe structural deformation of the earth’s crust due to the engagement of tectonic
plates

Ounce(s)

Spun of time between 65 und 23 million yeurs ugo

Spun of time between 542 and 251 million yeurs ago

A geoloyicul time period from 280 to 225 million yeurs ugo.

A type of foliuted metamorphic rock primuarily composed of quartz, sericite micu, und
chlorite; the rock represents a gradation in the degree of metamorphism between slate
and mica schist

The period in the geoloyic timescule that extends from 5.3 million to 2.6 million yeurs
before present

An intrusive igheous rock (culled u plutonic rock) body thut crystallised from maugma
slowly cooling below the surfuce of the Earth

Contuining pyrite

An iron sulfide with the formula FeS2

Spun of time between 4500 und 542 million yeurs ugo

A geoloyicul time period duting from dbout 2 million years ago to present.

A fine grauined volcunic rock which hus the sume composition us grunite

An extrusive volcunic rock intermediute in composition between ducite und rhyolite
Relutive density. Density relutive to wauter (1,000 kg/m3)

A sedimentury rock consisting of sund consoliduted with some cement (clay or quurtz
etc.)

A group of medium-ygrude metumorphic rocks, chiefly hotuble for the preponderunce of
lamellar minerals such us micus, chlorite, tulc, hornblende, yraphite, and others

Formed by sedimentaution of material ut the Earth’s surface und within bodies of wuter,
The collective hame for processes that cause mineral and/or orgunic purticles (detritus)
to settle und uccumulute or minerdls to precipitate from u solution.

A rock formed by hydration und metumorphic transformation of ultramaufic rock from the
Eurth’s muntle.

A metumorphic rock which forms by chemical metasomuatism of rocks during
metamorphism in the contuct zone of mMagmatic intrusions like granites with carbonute-
rich rocks such us limestone or dolomite
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A rock composed chiefly of silt hardened by heut, pressure, or cementution.

A yeoloyicdl time period dating from about 440 to 416 million years ago

Tonne(s)

Derived on land us opposed to the marine environment.

A ygeoloyicul time period from 225 to 195 million years ugo.

Rock continuing fragments of other rocks und mineruls sourced from eruptive volcunic
uction.

Geoloyicul formutions huve their origins in turbidity current deposits, which ure deposits

from a form of underwduter avalanche that are responsible for distributing vast amounts
of clustic sediment into the deep oceun

Ignheous und metu-igheous rocks with very low silica content (less thun 45%)
Currency, United Stutes Dollurs
United Stutes Geoloyicul Survey

2005 edition of the Code for the Technicul Assessment und Valuation of Mineral und
Petroleum Assets und Securities for Independent Expert Reports

Rocks formed from the solidification of lava extruded on or erupted at the earth’s
surface.

Sedimentury rocks contuining muterial of volcunic origin.
An iron mungunese tungstate mineral
Xstract Mining Consultunts Pty Ltd
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Executive Summary

Xstract Mining Consultants Pty Ltd (“Xstract”) has prepured un Independent Geoloyist’s Report ("IGR”) on
certuin iron ore ussets held by Hurungu Resources Limited ("Hurungau”) locuted in Mongoliu. This report will be
included inh u Prospectus to be lodged with the Australian Securities und Investments Commission ("ASIC”) for
Haranga’s proposed listing on the Australiun Securities Exchange ("ASX”). Xstract understands thut the funds
raised will be directed towurds future exploration and development of Harangu’s Monhygoliun projects.

Xstract hus concluded from its review of Haranga'’s Mongolian iron ore projects that they are of merit and
worthy of further exploration. The principal findings of Xstract’s fechnicul review of Harangd'’s iron ore projects
ure summurised us follows:

Selenge Project

The Selenye Project contuins u humber of exploration prospects ut varying stuges of ussessment, One of

the most udvanced prospects is the iron occurrence at Buyuntsoyt. Here, skurn style dlteration of a granitic
precursor rock hus resulted in a zone of iron Minerulisution that hus been exposed in frenching und tested

by diaumond drilling. While exploration completed to date is insufficient to report g Mineral Resource, Xstract
supports Huranga's estimuted exploration turget of between 5 to 9 million tonnes ("Mt”) gruding between 25
und 30% Fe per 100 verticul metres.

The Huiten Gol prospect hus been explored by detuiled trenching und drilling over u loculised ureu, Xstract
notes that the muin mMagnetic geophysicul unomuly zone in the ureu hus received only limited previous
explorution. Huranga considers that there is potential for an exploration target in this ureu of between 6 Mt
und 12 Mt at grades ranging from 30 to 40% Fe per 100 m verticully. Xstract considers the methodoloyy used
by Harangu to be vulid, it relies on ussumptions detuiled in the body of this report and on the prospect’s
proximity to known minerulisution.

There are severdl other eurly stuge prospects heur Bayantsoyt, lying within the Dartsagt ureq, that have been
identified by locual scule geophysicul (muygnetic) surveys. The prospects ure known as Dund Buluy, Undur
Ukhaua, and Ulunt and are prospective for potentially economic quuntities of magnetite. This view is bused

oh the presence of similur mugnetic geophysicul anomalies to that at Buyantsogt und the occurrence of
outcropping mugnetite ut surface which hus been tested by rock chip yeochemical sumpling.

Outside of the Durtsayt areu, but still within Harangu'’s licences, several other mugnetic geophysicul
unomulies have been previously identified und remuin to be tested. In addition, the Selenge licences cover u
large areu within g known iron ore region and less thun 35% of the gyround held by Harangu has been subject
to yeophysical surveyinyg, sugyesting there remains consideruble potential for further discoveries.

Shavdal Project

The Shavddul Project covers u high grade surfuce outcrop of mugnetite, which is ussociuted with u distinct,
mugnetic geophysicul unomaly which remuins to be adequutely tested by drilling. Surfuce rock chip
geochemicual sumpling hus confirmed the high grade nature of the magnetite ut the project aund Xstract
supports Hurangu's exploration target of between 18 Mt to 20 Mt ut grades ranyging from 50 to 65% Fe. This
exploration target relies on ussumptions detailed in the body of this report and has not been confirmed by
drilling.

Any discovery ut Shavdal will dlso benefit from the prospect’s locution close to lubour sources, urbun
infrustructure, und plunned ruil infrustructure.

Khundlun Project

Magnetite-beuring quurtzite units outcrop at surfuce aund are traceuble for over 500 m ut the Khundlunh
prospect. This iron occurrence is ussociated with a magnetic anomualy identified from a ground geophysical
survey conducted by Harunga. Bused on the lateral extents of this magnetic unomuly aund the results of
recent rockchip geochemicual sumpling, Hurahga hus estimated un exploration target of between 2 Mt und 8
Mt of mugnetite-beuring yuurtzite rock per 100 verticul meters occurs ut Khundlun, ussuming the occurrence
is continuous in the subsurfuce. Huving reviewed the supporting technicul dutyu, Xstract concurs with
Hurungu’s ussessment und consider that the ongoiny exploration of this project is justified.

35



8. INDEPENDENT GEOLOGIST’S REPORT

Tumurtei Khudag Project

Recent exploration hus identified iron outcrops which have returned high grade rock chip ussays. Furthermore,
Xstract notes thut recent yeophysicul (mugnetic) surveys huve idenftified severul lurge geophysicul unomulies
which remuin to be udequutely tested und ure worthy of further exploration.

Sumber Project

A previous geoloyicul review of the Sumber project concluded thut there is potential for u significant
maugnetite occurrence. Given the prospect’s close proximity to potentiul Chinese customers und the reyion’s
metdl endowment, us indicated by the presence of other mines in the areu, Xstract considers that further
explorution is warranted.

The stutements reluting to exploration targets, us outlined ubove, rely on the various ussumptions (us detuiled
in the Muin body of this report) und thus such estimutes ure conceptuadl in hature. Importuntly at all of
Harangu'’s projects there hus been insufficient exploration to define u Mineral Resource in uccordunce to the
2004 JORC Code und it remuins uncertuin whether further exploration will result in the determination of such u
Mineral Resource.

Xstruct considers that Harangu’s Selenge project offers excellent potential for iron mineralisution and

should be the focus of the compuny’s initial exploration efforts. This view is bused on the size of the turgets
delineuted to dute, the results from previous exploration, the endowment of the surrounding region (in
fpurticulur the existing iron ore mine) und the project’s proximity to existing und plunned infrustructure.
Furthermore, Xstruct dlso recommends thut Hurangu's Shavdul property be yiven elevated priority for drill
testing bused on the results of exploration to dute which have outlined u high yuality mugnetite occurrence
und coincident mugnetic geophysicul unomualy.

Hurungu’s Mohyoliun efforts ure munaged by u smull but experienced development teum under the
yguidunce of senior mining executives with extensive hetworks, knowledge, und operuting experience in
the Mongolian mining industry. Haranga’s management teum has a proven history of successful project
ucyuisition, exploration, mMining und project munuyement.

As part of its acqyuisition agreements, Haranga has committed to certain expenditures und work programmes
unhtil 2012 us presented in Tuble 1-1.

Licence Exploration Expenditure (US$) Work Programme

Year 1 Year 2 Total
Selenye 1,794,500 2,392,400 4,186,900 2,600 line km geophysics, 36,200 m drilliny
Shavdal 621,300 1,034,600 1,655,900 580 line km geophysics, 13,000 m drilling
Khundlun 491,300 711,000 1,202,300 540 line km geophysics, 8,800 m drilliny
Tumurtei Khuduy 516,300 649,000 1,165,300 500 line km geophysics, 8,100 m drilling
Sumber 474,300 861,000 1,335,300 1,250 line km geophysics, 9,300 m drilliny
Total 3,897,700 5,648,000 9,545,700 5,470 km geophysics, 75,400 m drilling

Table 1-1: Summary of Haranga'’s Exploration Expenditure and Work Commitments

Explorution in Mongoliu is primarily costed in USS. Hurungu's A$ forecusts (Sec 7.1) use un exchunge rute of A$1=US$0.90.

Huranga’s ultimate success in discovering und developing exploration targets within its project ureus will
depend lurgely upon the skills of its exploration feum. In Xstract’s opinion, Hurangua has developed un
impressive exploration feum with locul operating expertise. Furthermore, Xstruct considers the Compuny’s
explorution struteyy is justified und the proposed progrumme of expenditure to be warranted.
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Infroduction

Chinu’s increusing demund for steel muking rauw muteriuls led the directors of Hurunga to found a privute,
Mohgyoliun focused exploration und development compuny in mid-2009, which wus subseyuently
incorporuted in Murch 2010. Since that time, the compuny hus identified und consoliduted u portfolio of
exploration tenements it considers to be prospective for high qudlity iron mineralisation locuted in proximity to
the country’s existing und planned rdil and road transport infrastructure. Haranga is how seeking to list on the
ASX in order to fund future exploration und potential development of its iron ore properties.

Upon uchieving admission to the ASX, Harangu intfends to create value for its shareholders through the
discovery, exploration und economic evauluation of uny such iron deposits within the Compuny’s wholly
owhed or joint ventured projects in horthern, eastern, central und southern Mongolia,

Haranga'’s principal focus is on the exploration of iron deposits potentidlly cupable of supporting export
operations into the North Asia region, with u particular emphasis on Chinu. Although Mongolia’s iron ore
production is hot us prominent us for other commodities (i.e. copper und coul), the country und sector
continues to receive increused attention bused on a combination of:

e |Improved investor sentiment
e The country’s perceived minerdul endowment
e A puucity of previous explorution und development in the bulk commodities sector

e Proposed infrastructure developments, including the expunsion of the Darkhan metdllurgical works und
the construction of hew rdilway hetworks

e The plunned privutisution of Stute held ussets
e The upcoming listinyg of similur (ulthouygh much lurger) ussets on other infernutionul murkets.

The locution of Hurungu's exploration licences aure shownh in Figure 2-1 while u summary of the licences und
explorution commitments us udvised by Hurungu is provided in Tuble 2-1.

Project EL No. Partner or Signed Total Area Haranga’s Exploration
Name Vendor (ha) Interest Commitment US$
Selenge 11334X, 11335X, Geotrass LLC 5 Oct 2010 57,756 60% 1,794,500 in Year 1
11336X, 11337X, 2,392,400 in Yeur 2
11338X
Shavdal  14198X Orchlon Ord LLC 8 Sep 2010 6,620 75%" 621,300in Yeur 1
1,034,600 in Year 2
Khundlun 13867X Khukh Kharkhiraa 20 Jul 2010 2,564 100% 491,300in Yeur 1
LLC 711,000 in Year 2
Tumurtei  13544X, Gobi Khurakh LLC 23 Auy 2010 57,714 51%" 516,300in Year 1
Khuduy 14907X 649,000 in Yeur 2
Sumber 14568X Sumber Erdene 15 Sep 2010 6,467 75%" 474,300 in Yeur 1
Orgil LLC 861,000 in Year 2
Total 131,121

*option to increase to 100% “option to increase to 80%
Table 2-1: Haranga’s Exploration Licences

Exploration in Mongolia is primarily costed in USS. Haranga'’s A$ forecasts (Sec 7.1) use an exchange rate of AS1=US$0.90.
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Figure 3-1: Location of Mongolia - Source: hitp://www.nationsonline.org/oneworld/map/mongolia_map2.htm
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Overview of Mongolia
Introduction

Monhyoliu, aulonyg with China, eustern Russiu, North aund South Korea and Japun comprise the North Asiu
region, one of the most densely populated and fustest growing areas in the world. It contains about
onhe-yudrter of the world’s population and bousts a total economic size above USS$S13 trillion. China is the
central core of economic development aund its surrounding heighbours consider China as their main
trading purther. Despite its land locked stature, the emerging Mongolian economy offers a favourable
locution relative 1o key Chinese markets.

Monhyoliu is the sixth largest country in Asia and one of the largest land locked countries in the world
covering u totul ureu exceediny 1,564,000 sqyuure kilometres (“km?”). Approximutely half of Mongoliu’s
8,220 kilometres ("km") border is shared with the Russian Federation to the north und the remainder with
Chinha to the eust, south und west. Figure 3-1 shows Mongolia’s position relutive 1o its neurest heighbours
and the locution of key transportution links throughout the country.

Monhgolid’s terrain comprises vast semi-desert and open grasslands (or steppes) which pass info mountains
in the west und southwest. Forests occupy only 10% of the country, muinly as conifers growing on north-
fucing slopes. The Gobi Desert covers 33% of the country, predominuntly in the south. It is one of the
highest countries in the world with an averuge dltitude of 1,580 metres ubove meun seu level ("MASL").
Huiten Uul in the west at 4,653 mASL is the highest pedk in the country, while Lake Huh at 560 mASL is the
lowest point. The elevation of Monhgoliu’s capital, Ulaanbaatar, is 1,350 mASL.

With a population of 3.041 million July 2010 estimute), Mongolia has one of the lowest population
densities in the world. The traditional nomadic lifestyle of Mohgoliuns has changed recently to be more
urbunised, with currently more than 50% of the populution living in cities. Mongoliuns have an average life
expectancy of 68 yeurs und with more than 97% of the populution over 15 dble to read and write, it has
one of the highest literacy rates in the world.

The country experiences u continentul, desert climute characterised by extreme seusonal variations in
temperuture (-40 to +40°C) und un uveruye of 250 sunny duys u yeur. The country is subject to high wind
conditions that dlleviate the effects of the summer’s heuat, but can result in severe wind chills during the
wihter months. The high winds cun dlso uffect light dircraft movements, purticularly over the Gobi Desert.
The country’s uverage unnudl precipitation is under 100 millimetres ("mm™), with most rain recorded duriny
the months of July and August which can ygive rise to locudlised flush flooding.

The country hus ubout 49,000 km of rouds, of which 92.75% dre dirt rouds. Outside the cities, the rouds form
u system of multiple dirt tracks extending from village to villuge ucross the steppes. In redlity, virtudlly dll
dreus dre uccessible by vehicle.

Ruilway fransportation plays u dominunt role in the Mongoliun transportation industry, with approximately
1,835 km of ruilway present within the country. The muain line connects Mongolia with the Trans-Asian
Ruilway hetwork by the Zamin Uud — Ulaunbuaatar — Darkhun — Sukhbaatar corridor, over d total length of
1,110 km. The railway gauge is 1.52 m. Figure 3-2 shows the existing and planned railway infrastructure of
Mohyoliu in relation to Harangu'’s projects und the country’s iron ore mines and knowh deposits.
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Figure 3-2: Location of Current and Proposed Railway Infrastructure Relatfive to Haranga'’s Projects
Note: Ruilwuy construction pluns us per Mongoliun Purliument Act #32, Juhe 2010

The only operuting waterway is ut Luke Hovsyol in the north of the country, which extends over u lenyth
of approximately 135 km. The Selenge River (270 km) and the Orhon River (175 km) ure naviguble but carry
little traffic. Lukes and rivers freeze in winter but ure open from Muy to September.

Mongyolia has 13 hature reserves, the largest of which is the Great Gobi Reserve that covers an area of
ubout 5 million hectures ("“hu”).

3.2 Political and Economic Climate
3.2.1 Political Overview

Monyoliu is a thriving democrucy with over 30 politicdl purties und un elected yovernment. It is u
purliumentury republic, whose Constitution wus declared in Junuury 1992 ufter 70 years of Soviet-style
single-puarty rule. Supreme leyislutive power is vested in the unicameral Stute Great Hural (Parliaument),
comprised of 76 members, elected for u four-year term by populur vote, The Greut Hurdl recoghises
the President upon populur election und subject to the President’s ugreement the Prime Minister und
members of the Cubinet ure uppointed.

The President is Heud of Stute and Commuander-in-Chief of the Armed Forces, while the Prime Minister is
Heud of Government. The current President is Tsukhiugiin Elbegdorj, who wus elected on 24 May 2009.
The Prime Minister is SUkhbuaataryn Batbold who has been Heud of Government since 29 October 2009.

There ure two mujor political purties thut emerged from Mongolia’s 1990 democrucy movement
and they ure:

e the Monyoliun People’s Revolutionury Purty ("MPRP”) thut evolved from the Communist
single-party government; and

o the Democratic Party ("DP”).

In the five parliumentary elections since 1992, power hus dlternuted between the two mujor parties,
or the two parties huve formed grund codulition governments.
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On 29 June 2008, Purliamentary elections were held in Mongolia, With widespreud dlleyations of illegul
actions, u peuceful demonstration on 1 July 2008 esculuted info u riot, in which five people were killed.
A subsequent DP boycott prevented the Purliument from convening for two months, with a quorum of
two-thirds required to sweur in new members of Purliument. Eventudlly, the MPRP offered to share power
with the DP in u grund coulition with ministeriul uppointments divided 60:40 between the MPRP und

DP. Disputes und uppeuls deluyed the unnouncement of a number of seuts, with the result that the last
remuininy seut wus delivered to the President on 24 September 2009, yiving the MPRP 45 seuts, the DP 28
seuts und minor parties und independents three seuts.

The judiciury consists of the Supreme Court, the Provinciul Court und People’s Courts.

Politicully, Mongoliu is divided into 21 Provinces (Aymyguud, singular: aymaugy) and one municipulity
(Ulaunbaatar),

Economy

Mohgoliu’s economy remains small with the total Gross Domestic Product ("GDP”) ut upproximately US$5
billion ("B”), with US$$9.45 B in purchusing power parity, equivalent to upproximately US$1,800 per cupita.,

Economic activity in Mongolia was traditionally based on herding and agriculture, which still remains
important for employment and income of rural residents. However, in recent yedrs mining hus overtaken
agriculture us the dominant industry in terms of value. Exports are the primuary driver of the Monhgolian
economy und represent ubout half of the country’s nominul GDP. Mongyolia remains heuvily dependent
on its heighbours, with China uccounting for 73.1% of exports and Russiu providing the mujority of the
country’s petroleum imports. Figure 3-3 und Figure 3-4 present Monyoliu’s GDP by industry and its
minerul exports.

B Trades and Services
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6%
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Figure 3-3: GDP by Industry (Source: Golomt Bank - October 2010)
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Figure 3-4: Mongolia’s Natural Resource Exports (Jan fo Feb 2010) (Source: Frontier Securities)
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Between 2004 und 2008, Monyoliu experienced strony economic gyrowth, averayging ulmost 9% per yeur us
d result of high copper prices und new gold production. This coincided with u souring inflution rute, which
reuched heurly 40% in 2008. The deterioration in the global economy und fulling commodity prices since
|ate 2008 hus helped lower inflution, but hus dlso resulted in reduced government revenues und spending
cuts. Key sectors huve stulled, especidlly those fuelled by foreign investment. As u result GDP wus expected
to grow by only 2.7% in 2009 after 8.9% yrowth in 2008 und 10.2% yrowth in 2007. In response to the crisis,
Mongoliu heyotiuted u stund-by loun with the International Monetury Fund, on the condition that it met

a budget financing gap of US$204 M before the loan was released. For this, Mongolia sought international
donor ussistunce.

The humber of Mongoliuns living below the poverty line' hus uveraged 40% for the lust decude, which is
reflected in u high unemployment rate of 14%. The rurdl populution is particularly vulneruble, a fuct that
has been highlighted by the severe winter disusters in recent years. Although the poverty rate has recently
dropped to 35%, poverty reduction remuins u priority of the Monyoliun government und the International
Monetary Fund.

Recently, much uttention hus been puid to the country’s vust minerul potentiul, with sizeuble deposits
of coul, copyper, fluorite, gold, iron ore, lead, molybdenum, oil, phosphdates, tin, uranium and wolframite
recorded.

On 25 Auyust 2009, the Mongoliun Parliument upproved leyislution — including the repeul of a Windfull

Profits Tux, effective 1 Junuary 2011 - thut should help to creute u more certuin environment for prospective
resource industry investors. On 6 October 2009, the Monhyoliun Government signed dun investment ugreement
for the massive Oyu Tolgoi copper und yold mine. Prospective revenues from Oyu Tolgoi are estimated at
USS$3 billion, about half of Mongolia’s present GDP. Production is expected to commence in 2013.

3.3 Geology and Mineral Resources

During Monhgyoliu’s communist pust, joint Russiun/Monygoliun geoloyicul prospecting teums identified

und delineuted more thun 500 mineral deposits throughout the country. However, due to Mongoliu’s
underdeveloped infrustructure, only some 15% of the country hus reportedly been gyeoloyicully mapped.
This provides un exciting opportunity for the current wave of minerul explorers, developers und mininy
compunies us they seek fo further understund und ultimutely cupitalise on the country’s significant minerul
potential.

Mongoliu lies ulohy the eustern maryin of u complex yeoloyicul domuin which extends for over 5,000 km
from northeustern Asiu to the Uradl Mountdins in western Russia und ranges between 1,000 und 2,000 km in
width. This domuin is ohe of the lurgest uccretionary terranes on Eurth und is known us the Central Asiun
Oroyenic Belt (or Altdids). It is bound by the Siberian Craton to the north and by the Turim und Sino-Koreun
Crutons to the south.

The Centrul Asiun Oroyenhic Belt is composed of u series of uccreted terrunes und micro-plutelets that range
in uge from the Proterozoic (2,500 million years (*Mu”)) to Early Mesozoic (200 Mu). The belt evolved through
u complex tectonic history of collision, auccretion, rifting and faulting, resulting in the formation of Islund und
Andeun-type muygmauatic arcs, rifted busins, accretionary wedges und humerous regionul und locul-scule
faults and shear zones.

Accompunying the Central Asiun Oroyenic Belt is u vast distribution of Pulueozoic und Mesozoic grunitic

infrusions. These grunitoids vary widely in composition (from culc-ulkaline to ulkuline o per-ulkdline series)
und uye mainly between 500 Mu und 100 My, but only u smuall proportion of plutons have been precisely
duted.

Although previous yeoloyists und explorers huve defined 44 yeoloyicul terrunes within the country (Figure
3-5), in its simplest form Monyoliu cun be subdivided intfo u horthern und southern domuin sepuruted by
the so-culled Main Mongolian Lineument. This arcuute, eust-west trending structure broudly separates
dominuntly Precambriun and Lower Pulueozoic rocks in the north from dominantly Lower to Upper
Pulueozoic rocks to the south.

'The poverty line is defined us Mongolian Tugrik (MNT) 25.000 or USD $20 per month
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The horthern domuin is churucterised by metumorphic rocks of Precumbriun und Lower Pulueozoic

uge, Neoproterozoic ophiolites, und Lower Pulueozoic volcunic und volcuniclustic sedimentary units. In
addition there ure muny granitic intrusive (of various uyes und compositions), Devoniun to Curboniferous
sedimentury units und Permiun-uyged volcunic to plutonic belts with ussociuted maurine und hon-marine
sediments.

The southern domuin is dominated by Lower to Middle Palueozoic volcunic und volcuniclastic rocks with
fragments of ophiolites und serpentinite Mélunyes. Silurian to Permiun uged limestone, turbidites und
volcanic rocks are dlso reported. Numerous Mesozoic grunitic bodies have infruded rocks of the southern
domuin and ure in turn overluin by Upper Jurussic to Cretaceous marine volcunic und sedimentary rocks
indicutive of u busin und runge style rifting event.

Conseyuently, Mongoliu possesses u diverse ussemblage of geoloyicul environments and a similar
diversity in types und styles of mineraulisution. Within Mongoliu there are over 6,000 known occurrences/
deposits of 80 different mineruls. The most economicudlly sighificant of these are buse metdls, copper,
gold, fluorite, and coul.
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Figure 3-5: Simplified Geology of Mongolia (After Badarch and others 2002)

Metal Provinces

Mongyoliu’s key metul provinces occur throughout the northern, central, und southern purts of the country
and ure chuaracterised by multiple minerul occurrences und deposits including:

e copper porphyries (with associated gold or molybdenum) of lute Pulueozoic to eurly Mesozoic-age
e ultramudfic infrusive reluted copper-nickel deposits of unkhowh uge
e Pdlueozoic to Mesozoic-ayed strata-bound copper

e Mmid to lute Mesozoic leud-zinc skurn, pipe und vein deposits und sundstone hosted uranium
minerulisation.

The most economicully important mineralisation styles evident within Monhyoliu ure epithermal veins,
porphyries and plucers for gold, porphyries for copper and molybdenhum, skarns for lead and zinc,
volcuhoyenic-sedimentary for iron, coul seam for coul, epithermal veins for silver und fluorspar,
peymutitic for rare eurth elements und sundstone for uranium.
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3.3.2 Iron Ore in Mongolia

Location

In 2004, the Mongolian Ministry of Industry and Trade produced a map (Figure 3-6) showing the distribution
of the country’s iron occurrences clustered together into 14 sepurate, districts identified by the numbers |
to XIV. The Mongoliaun Ministry of Industry and Trade identified the main deposits to be locuted towards the
northeust of Ulaunbuatar contuining upproximately 370 Mt iron ore. These deposits were given the humes
Tumurtei, (hot reluted to Huranyga'’s Tumurtei Khuday project), Bayanyol (or Eruu Gol), Tumur Tolgoi und
Khust Uul (locuted near Eruu Gol). Other moderute grade iron deposits were also identified und locuted
muinly in southeustern Mohygoliu und include the Tayan Nuur, Tumurtei Ovoo, Ervei Khoshuu und Bargilt
deposits (shown dlonyg with other occurrences in Figure 3-6). The uveraye ygyrade of the Mongolian iron
deposits wus reported to be upproximautely 45% Fe, one exception being the lurge Tumurtei deposit which
averuyed u reported yrude of 51.5% Fe.

In 2009, the Miherdl Resources Authority of Monygolia ("MRAM”) estimated that Monyoliu reyistered iron
production for that yeur wus almost 1.4 Mt.
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Figure 3-6: Mongolian Iron Ore Occurrences - Source: Ministry of Industry and Trade

44 Haranga Resources Prospectus



Haranga

RESOURCES

Mongolia’s National Mineral Inventory

In 2009, Mongoliu’s top four mineral commodities, us shown in Tuble 3-1, were estimated by Mongoliu’s
Nationul Statistics Office ("NSO”) und the MRAM.

Mineral Commodity Estimate
Coul (M1) 172,000
Copyper (k) 1,267,300
Gold (1) 125,136
Iron ore (kt) 1,864,000

* Defined by NSO uhd MRAM

Table 3-1: Resource Estimates for Mongolia’s Top Four Mineral Commodities

In 2009, uccordiny to the United Stutes Geoloyicul Survey ("USGS”), Monyoliu uccounted for
approximately 0.2% of the world’s crude iron inventory with an estimuted minedble inventory of 264 Mt.
Mongyoliu’s stunding relative to other mujor iron producing hations is outlined in Tuble 3-2 und Figure 3-7.

Iron ore Million tonnes
United Stutes 6,900
Austrdliu 20,000
Bruzil 16,000
Cunudu 1,700
Chinu 22,000
Indiu 7,000
Iran 2,500
Kazukhstan 8.300
Maurituniu 700
Mexico 700
Russia 25,000
South Africu 1,000
Sweden 3.500
Ukraine 30,000
Venhezuelu 4,000
Mongolia* 264
Other Countries 10,736
World Totul 160,300

* NSO & MRAM 2009

Table 3-2: Global Iron Inventory as at 2009 - Source: USGS, 2010

45



8. INDEPENDENT GEOLOGIST’S REPORT

160,000 100
140,000 a0
80
120,000
70
100,000 60 =X
£
g 80000 Ltso §
E
60,000 L
30
40,000
20
20,000 10
0

Russia
China
Brazil
DOther...
India
Sweden
Iran
Canada
Mexico

o
"
=
a2
=

Australia
Lazakhstan
lited States
Venezuela
outh Africa
Maurntania
Mongolia®

Figure 3-7: Cumulative World Iron Inventory for 2009

MRAM compiled national production figures for Mongolia by commodity for the period 2004 to 2009.
These are listed in Table 3-3.

Commodity 2004 2005 2006 2007 2008 2009
Fluorite (kt) 206.7 233.4 239.4 245 219.1 344.2
Fluorite concentrate (kt) 102.7 93.7 108.3 1099 116.7 115.3
Copyper (kh) 130.0 126.3 129.7 130.2 126.8 129.8
Copper cuthode (kt) 2.4 2.5 2.6 3.0 2.6 2.5
Copyper cust (kt) - 0.2 0.2 - - -
Molybdenum concentrate (kt) 1.1 1.2 1.4 2.0 1.8 2.4
Molybdenum oxide (kt) - - 0.2 2.7 2.1 0.2

Tin concentrate 50% (kt) 0.0 0.0 - 0.0 0.1 0.0
Tunhysten concentrute 68% (kt) 0.1 0.1 0.2 0.2 0.1 0.0
Zinc concentrute (wet, kt) - 22.8 109.9 154.7 143.6 156.5
Coul (ki) 6,6656.0 75171 80741 92376 96916 13,1640
Gold () 19.0 22.0 21.0 18.0 15.0 10.0
Iron (k1) 33.5 167.7 180.0 265.1 1,387.4 1,379.0

Table 3-3: Mining Production by Commodity - Source: MRAM
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The muin Mongoliun iron ore mining operutions ure described us follows und cun be referred o in
Figure 3-2 und Figure 3-6.

e The Bayangol/Eruu Gol mine controlled und owned privately by Lung Ming Investment Holdings und
Dorhyn Gobi LLC, locuted in Selenyge Province heur the city of Darkhun.,

e The Ervei Khoshuu mine held by Erven Khuder (u private limited company and subsidiary of the
Monhzol group of compunies). The project is locuted upproximutely 110 km northeast of Baruun Urt, the
cupital of the Sukhbuautar Province in southeastern Mongolia and currently supplies iron concentrate
to Chinu, In 2008, production wus expunded to upproximately 0.5 million tonnes per unnum (“Mtpu”).

e The Tayan Nuur mine is located in southwestern Mongoliu, 168 km hortheust of the Monyoliu-
Chinu border in the Govi-Altui Province. The project is in eurly stuge production und is infrustructure
construined, where production is limited to 2,700 t per duy (upprox 1 Mtpu) using fruck deliveries.

Other iron ore projects und developments, subject to heyotiution, are:

e Hony Kony Stock Exchunge listed North Asiu Resources Holdings Limited’s ("*North Asiu Resources”)
Oyut Ovoo project is a high-grade iron and copper deposit locuted 270 km west of the city of
Choyr, the capitul of the Govisumber Province in south-central Mongolia. Choyr Station is locuted
on the Truns-Mohgolian Ruilway, The muin property comprises un ureu of 12.01 km? und includes u
JORC Code compliunt Minerul Resource of 148.9 Mt with an averuye grade of upproximutely 40%
Fe. In November 2009, North Asia Resources entered into a Transportation Agreement, an Off-take
Agreement und u Choyr Docking Agreement with China Ruilway Mongolia.

¢ A mining und explorution permit held by private company, Tuishen Development LLC, for two iron
mines locuted approximately 60 km und 35 km from Choyr in Dundgovi und Dornoyovi Provinces
respectively. The mininy permit wus issued by the Mongolian uuthorities for thirty years from 22
February 2007.

e In July 2009, the Monhgoliu Energy Corporation ucyuired 2,986 ha of ferrous metal concessions in the
province of Bayan-Olgii in Western Mongolia. The property consists of one fenement and is valid for a
nine yeur period.

Market

Globual trade in iron products wus estimated ut upproximautely 944 Mt in 2009, with Australia and Bruzil
beinyg the primury exporters. Increused demaund in muinlund China and other Asiun countries is expected
to drive further increuses in fraded iron ore us Asiun markets are in deficit und reyuire hew regional
sources of supply. Demand for Australiun und Brazilian exports hus been driven in part by u decline in the
quulity and quantity of naturdl lump ores, increused environmentdl concerns with sinter production und
improved freight economics of u high grade product without moisture.

China is the world’s lurgest steel producer with more than 2,000 steel enterprises. While Chind has iron ore
production cupucity, it is highly disparate with approximately 1,340 individual mines reportedly operating
in 2009. The ten largest mines produced upproximately 156 Mt in 2008 representing 19 percent of China’s
total iron production. Muny of these mines dre dlso vertically infegrated with steel mills, resulting in u
largely unconsoliduted mining sector.

As u result, Chinu is ulso u sighificunt importer of iron ore importing upproximutely 628 Mt in 2009 with

a compound unnual growth rate of ulmost 23% from 2005 to 2009. In 2008, the value of Chind’s iron
imports waus estimated at USS 19.87 B, up 110% yedar-on-year; while the average price reached USS 129.50
per tonne, which wus an 80% jump in a yeur, While the bulk of these imports are derived from large
estublished muarkets in Australia, Bruzil, Indiu, South Africu unhd the Commonweulth of Independent Stutes
("CIS"), Asiun hutions (excluding Chinu, CIS und Middle Eust) reportedly produced some 214 Mt in 2009.

A leudinyg importer of key commodities, Chinu currently consumes all of Mohyoliu’s iron ore exports.

Over the lust five years, Mongoliu’s iron exports have increased dramuatically from 6,500 tin 2005 to
approximately 1.6 Mt in 2009. In 2009, the monetary vulue of Monhgoliu’s iron exports wus US$86.7 M und in
the first six months of 2010, exports to Chinu ulone reuched dpproximately 1.2 Mt, un amount ulmost equal
to the level of production during the entire year of 2009, ut u vulue of US$85.5 M.
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Figure 3-8 displuys Mongoliu’s increusing iron production und exports us well us the trend in totul Chinese
imports of iron concentrutes.

Mongolian lron Ore Production and Exports Iron Ores and Concentrates Total Imports, mn tonnes
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Figure 3-8: Mongolian Iron Ore Production & Exports and Chinese Iron Ore Imports

3.4 Mining Indusiry

Mining is g mMajor und increusing contributor to Monyoliu’s economy. Industrial output is largely bused on
copper und gold production, however, Mongoliu dlso produces sighificant amounts of fluorite und coual,
as well as limited yuuntities of funysten, iron ore, sult, clay, lime and agyreyutes.

In 2007, the mining und yuurryiny sector uccounted for 33% of the country’s GDP, 70.3% of the fotul value
of Monyoliu’s industrial output und more thun 69% of export eurnings. In 2008, the Monhgoliun mining
sector yeneruted 75% of the country’s totul export income. Of thut, copper uccounted for 33%; yold (24%);
coul (7%); petroleum (4%); und zinc (6%). Monhyoliu received 66% of its totul export revenue from Chinu,
followed by Europe (17%); the United States und Cunudu (11% euch); Russiu (3%); und the remuinder from
other countries.

The Erdenet Copper Mine is the largest und only operating copper mine in Mongolia and is operated by
Erdenet Mining Corporation, a Mongolian-Russian joint venture. The mine has been in operution since 1978
and is currently processing 25 Mt of ore unnudlly, yielding upproximately 530,000 t of copper concentrute
(8% of world production) aund 3,000 t of molybdenhum concentrate euch year, The compuany is responsible
for 15% of Asiu’s totul copper export. The mine earns approximately half of Mongolia’s foreigh exchange
and provides aulmost 25% of government revenues.

Cunudiun miner, Centerru Gold Inc. ("Centerru”) operutes the Boroo yold mine locuted 110 km northwest
of Uluunbuutar, This project wus the first sighificant foreign investment for industrial development in
Monhgoliu since 1979. Production started in 2004 with 245,000 oz by yedr-end und in 2009, production
exceeded 150,000 oz. Totul production was 1.4 Moz during thut time.

Monhgolia dlso has 14 coul mines, one tunysten mine, one sult mine, and u large humber of smuall clay,
lime, and uyyregute quarries. Numerous urtisunal und small placer and hard-rock miners extract gold,
coul, fluorspur, mercury, precious und semi-precious stones, sult, gypsum, limestone, chert, brick clay,
sund, und uygreyutes.

Monhgoliu exports heurly dll its copper concentrates to China, Table 3-4 lists Mongolia’s other mineral
export destinations in descending order of volumes shipped:
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Molybdenum Fluorspar Gold

The Republic of Koreu Russiu Cunhudu

China The United States of Americu The United States of Americu
Japun Ukraine The Republic of Koreu

The Netherlands Chinu

Table 3-4: Mineral Exports by Destination

Economic und governmentul reforms led to increused foreign investment in mineral exploration und
exploitution between 2004 und lute 2008. During this period, mining und oil explorution uccounted for 68%
of totul foreign direct investment. In addition to the ylobul finunciul crisis of lute 2008, which dumpened
inbound cupitdl flows, Mineral exploration and development continues to be hampered by limited
infrustructure, such us u shortuge of rouds und wuter resources, und severe weuther.

Excluding coul, there are 140 reyistered mining operutions in Monyoliu; more than 420 compunies hold
mining licences, ulthough the vust mujority of these are small Mongoliun compunies. An estimuted 94%
of compunies claim to be gold producers. Over 70% (299 compaunies) hold less than 100 ha und 50% (222
compunies) hold less than 50 ha., The five largest licence holders are:

e Altun Dornod Mohgoliu Co. (Russid)
e Erdenet (Mongolia)

e Cumeco Gold Mohyoliu (Cunud)
¢ Monyolygyuzur Co. (Monhgoliu)

e Boroo Gold Co. (Cunadu).

At the end of March 2009, Mohyoliu had 5,221 exploration and mining licences which cover 48 million ha:
32% of Monyoliu’s totul lund ureau. Figure 3-9 illustrates the breaukdown of the licences by primury minerul
exploration type.

W Gold

H Coal

B Aggregates
B Copper

B Fluorite

O Other

“Other” includes licences for iron ore, urunium, zinc, rure eurth elements, tungsten und sult.

Figure 3-9: Licences by Mineral Type
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The totul lubour force in the Monyoliun mining und quurrying sector decreused to 15,235 in 2007 from
16,167 in 2006. However, employment dutu did hot include upproximately 70,000 people enguyged in
artisanal and small-scule mMining in Mongolia,

During the hext 10 yeurs, production of mineruls und metuls is expected to grow bused on the
commencement of operution of u humber of new Mininy projects, some of which ure displuyed in Tuble
3-5 uccording to deposit type.

Coal Copper and Gold Gold
Baruun Naran Oyu Tolgoi Bayungol
Ovoot Tolyoi Tsuguun Suvargu Tavt
Tavun Tolgoi Toson

Table 3-5: Mining Project According to Deposit Type

3.5 Mongolian Legislation

The Foreign Investment Luw of Monhgoliu 1993 (Foreigh Investment Luw) regulutes the operutions of
foreign-invested business entities within Mongyoliu. Key uspects of the foreign ownership und investment
regime include:

Foreign Ownership

Foreign investors ure permitted to own 100% of uny reyistered business without a Mongolian parther,
except for in the cuse of mininy projects in which the State hus u right to puarticipute.

Foreign firms may hot own lund but muy own physicul structures such us buildings. Leuses ure avuiluble
upoh Government approvul for un initial term of up to 60 years, which is extenduble for u second term of
up to 40 yeurs.

Exploration and Mining Licences
Only leyul entities reyistered in Monyoliu ure uble to hold exploration and mining licences.

In uccordunce with the Mongoliun Mineruls Law of 1997, exploration licences (“ELs”) have an initial ferm
of three yeurs aund are granted for ureus between 25 und 400,000 ha. However, licences cun be extended
for two, three-yeur periods. Ahnual licence fees (US$) ure $0.10/hu in the first yeur, gradually increusing to
u muximum rate of $1.50/hu per year for the seventh through nhinth years. The work reguirement for yeur
ohe is for genherul studies, while there ure minimum annuaul expenditure requirements of $0.50/hu for yeurs
two und three, increusing to $1.50/hu for years seven to hine.

Annual mining licence ("ML") fees (US$) are $5/ha for coal and commohn mineral deposits and $15/

ha for copper, gold, zinc, und iron. Mininyg licences ure granted for an initial term of 30 years and may

be extended twice for terms of 20 yeurs euch. A 2.5% roydlty is imposed on coul unhd common mineral
deposits, whereus the roydlty on gold, copper, zinc, und iron is 5%. All revenues from minerul products is
payuble to the Mongoliun Government. Addifiondlly, if a mining lease holder undertakes to invest ho less
than US$5 million for the first five yeurs of the project, the Government of Monygoliu, ucting through the
Minister of Finunce, cun enter into un Investment Agreement that provides guarantees for u lonyg term
stuble regulutory environment for the mining leuse holder. These ugreements cun contdin provisions
regurding the stubility of corporate income tux rates, customs duty, value-udded tax, und minerals
royulties for u definite time period.
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Environmental Obligations

The Mineruls Law pluces various environmental obligutions oh exploration und mining licence

holders. Licence holders ure reyuired to prepure un environmentul impuct ussessment to address

any udverse impucts that their operations muy have on the environment. To ensure compliunce with
the environmentul protection plun, licence holders must deposit an umount eqgual to 50% of their
environmentul protection budget for u particular year in u speciul bank account with the Government.
These funds ure uccessed by the Government if u licence holder fuils to fully implement its environment
jprotection plan.

State Participation in the Exploitation of Mineral Deposits

In 2006, the Mineruls Law wus umended to provide for Stute puarticipution in the exploitation of
any minerul deposit of “struteyic importance”; defined us u deposit that either:

e hususize that may have d potential impact on the national security, economic, und sociul
development of the country ut the nutionul und regionul level; und

e thatis produciny or has u potential of producing more than 5% of totul Mongolian GDP in

J yiven yeur,
Under this umendment, the State muy ucqyuire up to u 34% interest in lurge mMininy projects explored
without government fundiny und 50% interest in projects thut received Stute funding in the pust. For ull
other minerdl deposits of strateyic importance, the State’s muximum share is set at 34%. This amendment
wus subseyuently revised in August 2009, and how requires the government to pay for any equity interests
in mujor projects through un effective deferred puyment urrangement und the deferment of fees for the
munugement of the project. In uddition, licence holders of minerdl deposits of struteyic importunce ure
required to trade at leust 10% of their shares on the Mongolian Stock Exchange. However, reguldtions have
not been intfroduced to yovern this requirement and it is still not known how this rule will be implemented in
practice.

In August 2009, Monhyoliu’s purliument pussed leyislation which enubles the Government to do uway with
u controversiul Windfall Profits Tux on mininy with effect from 1 Junuury 2011. Aside from the proposed
Windfdll Profits Tux, the Mongoliun tux regime is generdlly thought to be competitive with other major
foreigh mining jurisdictions. The principul taxes imposed in Monhyoliu ure:

e VAT of 10% und customs duty of 5% on the import of most yoods;
e corporute income tax of 10% on income up to three billion Tugriks ("MNT”) und 25% thereafter; and

e U ohe tier personul income tux rute of 10%.
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3.5.1 Risk Profile Overview

The Fruser Institute Ahnual Survey of Mining Compunies 2009/2010 (Fruser Survey) outlines the mineradl
potentiul of countries und provinces ussuming the current regulutions und lund use restrictions. As
displayed in Figure 3-10, the Fruser Survey in 2009/2010, ranked Monyoliu 42nd out of 72 countries und
provinces. Monhyoliu’s current Fraser Survey runk is compuruble to previous years us shown in Tuble 3-6.
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Figure 3-10: Current Mineral Potential Assuming Current Regulations/Land Use Restrictions - Source: Fraser Institute, 2010
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Survey Year Mineral Potential Rank Total Countries Surveyed
2009/2010 42 72
2008/2009 55 71
2007/2008 61 68
2006/2007 62 65
2005/2006 33 64

Table 3-6: Mongolia’s Historical Fraser Survey Rank

Monhgoliu’s credit risk rating us published by the Orgunisation for Economic Development und Co-operution
("OECD") hus u score of 6 (where u score of ‘0’ is the lowest credit risk and ‘7" is the highest credit risk).

In generdl, Mongoliu’s business climute is friendlier und more open to foreign investment than that found in
the rest of Commonwedlth of Independent States. However, it still “suffers from some of the frustrations of this
part of the world”, Accordinyg to the World Bank’s Doing Business Index for 2010, Mohyoliu ranked 60 out of
183 economies.

Selenge Project
Property Description

Harangu'’s Selenye project lies upproximately 200 km north of Uluunbadautar in central horthern Monhyolia,
While the project occurs within the Selenge province, its closest regionul centre is the city of Durkhan,
cupitul of the Durkhan-Uul province, upproximately 40 km to the west. The project occurs within un
importunt iron ore region of Mongoliu.

The location und extent of the project tenements are presented in Figure 4-1.
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Figure 4-1: Location of the Selenge Project
Note: Ruilway construction pluns us per Mongoliun Parliument Act #32, Juhe 2010
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The Selenye project consists of five udjoining exploration licences covering u combined areu of ulmost
600 km? (57,756 hu us outlined in Tuble 4-1).

Tenement Licence Number Size (ha)
11334X 23,459
11335X 2,075
11336X 3,046
11337X 7,404
11338X 21,772
Total 57,756

Table 4-1: Selenge Project Tenement List

The licences ure uccessible by formed ygravel rouds connecting the heurby mine at Eruu Gol to the
city of Durkhan und unimproved tracks. The areu is relutively remote und the terrain has moderate
relief. Loculised uccess muy be slightly impeded ut certain tfimes of the yedr when cropping und other
agriculturdl uctivities are common.

The project licences cover un ureu of moderute relief und some wide vulleys runging in ultitude from 700
MASL in the Yeroo River valley to 1,300 mASL ut the top of the wutershed divide between the Yeroo und
Kharaa Rivers, which ure the largest rivers in the ureu. The project areu is relutively rich in flora compured
to other purts of Mongolig, represented by groves of mixed birch und pine trees growinyg on the sheltered
northern hill slopes. Thick yellow willows thrive ulony the valleys und river beds. Grusslunds cover the
remuining terrain,

The region surrounding Darkhan is relutively well-developed economicully. Darkhan is u suitably serviced
city und the second most industriulised centre in Mongolia. With u populution of over 75,000 people, it
hosts signhificant heavy industry, including a steel und concrete works. The city is connhected to the muin
tfransnautionul ruilway line und high voltuge electricity supply with Russiu in the north und Chinu in the
south. The Shuryn Gol coul mine lies between 65 und 80 km from Harungu’s Selenge project.

A hearby wuter source for Harangu'’s mineral properties is from the Yeroo River busin. It is represented by a
large valley which hosts both permanent and temporary drainuges. Untreuted water is reportedly suitable
for drinking purposes.
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Geological Setting
Regional

The reygionul geoloyy of the Selenyge reyion is churucterised by Neoproterozoic volcunic und sedimentary
uhits which have been intruded by u complex suite of felsic grunitoids und overlain by Quauternary-aged
dlluvidl sediments us shown in Figure 4-2.
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Figure 4-2: Geology Map of Haranga'’s Selenge Project

Within Harangd's project ared, the Upper Neoproterozoic rocks ure divided into the lower Darkhan
Formution which is discorduntly overluin by the Buuraltui Formation.

The Durkhan Formation runges between 1,500 to 1,700 m in thickhess und is widespreud throughout

the project urea. It is considered to be of shallow marine origin and comprises schist, phyllite, and
sundstone dominuted carbonute units, which are further divided into two members, the lower calcaureous
terrigenous sediment member und the upper volcunoyenic-terrigenous sediments member. These rocks
have been significantly dltered by intensive folding and faulting, such that the original sedimentary layers
are how tilted ulmost verticdlly. Strong regional und contact metumorphism is evident within rocks of the
Durkhan Formation.

The overlyinyg Buurultui Formution is upproximutely 1,500 m thick und is ulso relutively widespreud ucross
the project areu. It consists of maurblised und dolomitic limestone, sundstone, conglomerute und phyllite-
like schist units which have dlso been widely intfruded by various granitic bodies. It hosts the mujority of the
iron deposits in the region, which typicully occur us skarh deposits ulony, und in proximity to, the muryins
of ussociuted intrusive bodies.

The mujority of rocks in Hurangu's Selenge project area are intrusive in origin and consist mainly of
Cumbriun-uged ygrunites, granodiorites und gubbros of the Buyunhyol Complex und Devoniun-uged
granitoid rocks of the Sulkhit and Chuluut complexes respectively, us displayed in Figure 4-2.
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On u reyionul scule, Hurunhyu's project ureu hus been subjected to various levels of tectonic uctivity und
is churacterised by structural feutures ussociuted with the North-Mongoliun super terrune. The Buyungol
Fault is inferpreted to be un important control on skarn style iron-nickel-cobult and gold mineralisation
that extends ucross the southeustern purt of Huranga's project ureu.

Other large fractures belony to the sume fuult system, but ure orientuted ulony horthwesterly frends and
play a key role in the overdll structure of the project ureu. Both verticul and horizontal movement are
interpreted to have occurred dlony these faults. More recent fectonic movement wus interpreted to have
occurred in the Pliocene, leudiny to the creution of the current tfopoyrauphy.

Skarn-type rocks which generdlly host the iron enriched minerdlisation were formed by chemical und
thermual dlteration of the host rocks during metuamorphism and are commonly located dlonhy the contact
between granite infrusions und curbonute-rich rocks such us limestone or dolostone. Muynetite skurns are
typicully developed ulony fractures within the Bayangol Complex.

4.3 History
4.3.1 Tenement Ownership

Haranga’s Selenyge project tenements (11334X, 11335X, 11336X, 11337X und 11338X) ure held by d joint
venture ("JV”) compuny Legendary Hero LLC (“Leyendury Hero”). An ugreement wus sighed with
Geotruss LLC, who previously held u 100% interest in Legendury Hero, on 5 October 2010. Hurungu how
holds u 60% interest in the JV.

4.3.2 Previous Exploration / Mining

Geoloyicul research in the Yeroo Busin has an appreciable history, with the first recorded activities
conducted between 1900 und 1920 when the first stratigraphic and tectonic schemes were compiled and
numerous Mineral occurrences discovered. Of sighificance wus reseurch work carried out at the Hentii
mountain range between 1913 und 1914, wheh the uyges of various sedimentary units und intrusive rocks
were estublished und un uttempt wus mude to quuntify the gold content of the surrounding region.

During the period 1931 to 1947, further gold prospecting uctivities were conducted in the hortheustern
portion of the Hentii mountdin rahge und the udjucent river busins. Pulaeozoic sundstone, schist and
metumorphic rocks were mupped at that time and the reported gold mineralisation attributed to pyritised
yuurtz veins.

In 1941, the Tumurtei iron deposit wus discovered und a smull iron resource declared. Further exploration
wus carried out from 1957 to 1965, resulting in the classification of various other sedimentary and
metamorphic rocks, us well as the discovery of humerous occurrences of gold, molybdenum, wolframite,
tin, copper, und iron. Between 1963 und 1965, ueromugnetic geophysical surveys were conducted

over wide dreus und identified several mughetic anomualies. Subseqguent uctivities confirmed the
geophysicul unomulies were coincident with mugnetite occurrences und severdl modest iron resources
were estimuted uccording to the Russiun reporting code. During the 1970s, udditional expeditions were
uhdertuken to confirm the presence of other iron occurrences.

Between 1992 und 1994, geoloyicul muppinyg und generul prospecting discovered the Monostoi iron
occurrences und the Tuliin Hillocks, the iron-nickel-cobult prospect ut Muul Mountuin. Various other
occurrences und minerulised zones were ulso reported.

The reygion hus been subject to more recent iron ore exploration in the form of diumond drilling,
trenchinyg, mMaygnetic geophysicul surveying und geoloyicul muppinyg. The detdil of this work is described
in Section 4.5.
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4.3.3 Recent Exploration

Recent explorution uctivities conducted over the Selenge project fenements include uirborne und ground

mughetic geophysicdl surveyinyg, geoloyicul mappinyg, loculised rock chip und stream geochemicul
sumpling, trenching and diamond drilling. The mujority of this work wus conducted between August
und October 2008. The objective of this progrumme wus to verify the results from previous prospecting
activities and to delineute prospective iron occurrences.

A large field team consisting of yeoloyists, geophysical and drilling crews with support drivers and stuff
curried out the 2008 programme. Field resedrch and prospecting wus concentrated ulony the Bayungol
fault zone, where either iron mineralisation had previously beehn recorded within sedimentary rocks or
strong yeophysicul maugnetic unomulies were evident, A totdl of six iron occurrences crop out ulony the
Bayungyol Fault. The iron occurrences und prospects identified in 2008 ulony with the work completed ure

listed below:

Locality Drill Core Trench Geochemical Rockchip Section Polished
sample sample sample section

1. Buyuntsoyt 53 29 6 2 2

2. Huiten Gol 14 16 4

3. Durtsagt Hillock 22

4. Undur Ukhau 2

5. Khustai 14 2

6. Dund Buluy 10

7. Muul Mountuin 27 3

8. Yeroo 13 3

9. Ust Ahgul 2 4

10. Mukhar 3 1

11. Yarguit 5 4

12. Ulunt 2

Total 67 45 90 37 2 2

Table 4-2: Sample Details from Previous Work on the Selenge Project

Severdl| lurge ground mugnetic surveys were completed ut the prospect und Figure 4-3 shows
the location of the completed surveys.
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Figure 4-3: Location of Completed Magnetic Surveys at the Selenge Project

All sumples (comprising trench, rock chip and drill core) listed in Tuble 4-2 were submitted to the Centradl
Geoloyicul und the Actlabs luboratories in Monyolia to determine iron, hickel, cobualt, gold and/or
platinum and tuhygsten contents.

Figure 4-4, Figure 4-5, und Figure 4-6 are photoyruphs tuken during the 2008 field programme.
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Figure 4-4: Diamond Dirill Core from the Selenge Project
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Figure 4-5: Diamond Dirill Core Laid out for Inspection at the Selenge Project

Figure 4-6: Trenching at the Huiten Gol Prospect

The following section detuils the uctivities completed at various prospects within the Selenge project,
starting with the most advanced prospects.
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4.3.4 Bayantsogt Prospect

Exploration

The Buyuntsoyt prospect fdlls within exploration licence, 11334X, within u larger ureu known locully us
Dartsugt. Figure 4-7 presents u mugnetic imuge of the Durtsuygt ureu showiny the locutions of the main
iron occurrences, including the Buyuntsoyt prospect. The muin iron occurrences ure ussociuted with
severdl discrete muygnetic unomulies where the presence of iron ut surfuce is confirmed by rock chip
sumpling us shown in Figure 4-9. Of the prospects identified us beihy ussociuted with magnetic anomalies
in the Dartsuyt ureu, only the Bayuntsoyt prospect hus been the subject of detdiled exploration, including

trenchinyg und drilling.
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Figure 4-7: Total Magnetic Intensity for the Dartsagt Area Showing the Location of Iron Occurrences
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Figure 4-8 shows the locution of tfrenching over the Bayuntsoyt iron occurrence und severdl ussociuted
diumond drillholes on the side of hill in the ureu. Figure 4-9 is u plun mup of the areu with the 2008
tfrenchinyg und drillhole collur locutions ulony with Haranga’s 2010 rock chip und channel sumpling
locutions. A 25 m wide zohe of mugynetite skarn alteration wus exposed in the french und ubundant
mugnetite flout is widespreud over the hill slope.

Trench line and drillhole collar

Figure 4-8: Bayanisogt Iron Occurrence
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Figure 4-9: Location of Drillhole Collar Co-Ordinates and Drilling, with Geological Map for the Bayantsogt Prospect
within the Selenge Project

Figure 4-10 illustrates the style of skarh magnetite mineralisation present. Another smaller minerdlised zone
occurs ulso occurs within the trench however the dlterdation is less intense than the muain zone.
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Figure 4-10: Skarn Style Magnetite Exposed in Trenching at the Bayantsogt Iron Occurrence

Drilling hus turgeted both zones und encountered significunt iron concentrations below surface that
correlute with surfuce outcrop. Hurangu's cross sectionul interpretation shows u steeply dipping
minerdlised zone. Figure 4-11 illustrates the location of trenching and drilling relative to the magnetic
geophysicul unomulies und indicutes the drilling completed to dute hus tested the horthernmost portion
of the Bayunsoygt maugnetic unomaly. This drilling indicutes the magnetic anomaly is ussociuted with
skurn style mugnetite minerulisution. The mujority of the southernmost portfion of the Buyunsoyt muynetic
anomuly remuins untested by drilling.
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Figure 4-11: Location of Drilling and Trenching at the Bayantsogt prospect
Generdlly, the host rock type comprises strongly weuthered grunite. However, previous maupping und

drilling hus ulso outlined older metumorphosed sundstone und gyubbroic intrusive units in the ureu us
shownh in Figure 4-12.
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Figure 4-12: Cross Section at the Bayantsogt Prospect (not o scale)
Note red shudiny indicutes mugnetite mineralisution with other rock types denoted by other colours (legyend hot uvuiluble).
The figures denoting Assuy Results ure ulso given in Appendix A.

Bayantsogt Exploration Target

Assuy results for the prospect reportedly ygrude between 20% und 60% Fe, with an averuye of 33% Fe.
Xstract hus estimated drilling intersections, ucross the entire mineradlised interval, bused on results from
Leyendury Hero drill-hole cross sections to be 28 m at 30% iron and 25 m at 32% iron at Bayantsoyt from
dpproximately 50 m und 90 m down hole in drillholes (DH) 4 und 5, respectively.
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Hurangu considers the Bayuntsoyt prospect hosts un exploration turget of between five und nine

million tonnes per 100 verticul meters, ut u grude runging between 25 to 30% Fe. This turyget is bused

onh u potentiul strike extraupolution length of 500 to 800 m und u width of 25 m und un estimuted dry

bulk density of 4.2 g/m?3. Previous explorers ulso reported u second minerulised zone ut this locution;
however this is not reflected in the drilling informaution and therefore hus not been included in the defined
exploration taurget. The 800 m strike lenyth is defined by the size of the mughetic unomuly ussociuted with
the prospect and not materidl outcropping at surface.

This exploration turget is conceptuul in hature und is bused on the surfuce expression of mineralisation,
becuuse of the limited umount of drilling informution und yeophysicul (muygnetic) surveys uvdiluble. This
informution is insufficient fo meet the requirements for the estimution of u Miherul Resource in uccordunce
with the 2004 JORC Code. At this stuge of the investigution, there is ho guaruntee that further exploration
will result in the determination of u Minerul Resource reported in uccordunce to the 2004 JORC Code ut
the Bayantsoyt prospect.

4.3.5 Huiten Gol Iron Occurrence

The Huiten Gol prospect hus ulso been the subject of detuiled exploration work, including trenching
and drilling. The prospect is locuted 10 km southwest of Buyuntsogt and is ussociuted with another
large magnetic geophysicul anomualy. The locution of the previous drilling und geochemicul sumpling
prograummes are superimposed onh the mughetic image as shown in Figure 4-13.
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Figure 4-13: Location of Trenching and Drilling at the Huiten Gol Prospect

A totul of 11 diumond drillholes have been completed ulony five section lines spuced upproximately
100 m ulony strike Figure 4-14.
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Figure 4-14 Location of Drillhole Collar Co-Ordinates and Drilling, with Geological Map for the Huiten Gol Prospect within the
Selenge Project

While the drilling at Huiten Gol hus confirmed that the magnetic yeophysicul anomualy is ussociuted

with skarh mugnetite mineralisation, only one of the eleven drillholes (DH 1) has iron ussay information
recorded. The vulue of the intersection in drillhole, DH 1, hus been estimuted by Xstruct to be 14 m ut
40.6% Fe from upproximutely 25 m downhole. While it should be nhoted thut the drilling cross sections
indicute that iron minerulisution hus been encountered in severdl other drillholes, these zones huve not
been ussuyed. The drillhole cross sections ut Huiten Gol us produced by Legendury Hero cun be found in
Appendix M of this report.

Xstract hotes that the drilling hus not tested the muin magnetic anomaly zone in the areu (shown in

Figure 4-13), which lies to the west of where trenching und drilling were carried out. Currently, only a smaill
portion of the prospect hus been explored. The rocks ussociauted with this anomualy do not crop out us
they dre covered by Quuternary sedimentary units. Based on the size of this main magnetic unomaly aund
the ussociution of mugnetic unomualism and skarn mMaygnetite mineradlisution indicuted from the drilling
previously described, Huranhygyu hus indicuted that they consider u lurge exploration target exists in this
dreu. Given u hominul width of minerulisution s seen elsewhere in the project ureu (20 m) und the lenygth
of this unomuly (1 km to 1.4 km), there is the potential for un explorution turget of between 6 und 12 Mt

at approximately 30 to 40% Fe, per 100 m verticully. Xstract considers the methodoloyy used to yenerute
these results to be vulid hotiny thut it relies on the prospect’s proximity to khnown mineralisation.

Xstract hotes thut this estimuted potential fonnuge und grade of minerulisution is conceptudl in hature
us there hus been insufficient explorution to meet the requirements for u Minerul Resource prepured in
accordunce to the 2004 JORC Code. Furthermore, bused on the informution currently to hand, there is
no gyudrantee that further exploration will result in the determinution of u Minerul Resource prepured in
uccordunce to the 2004 JORC Code ut the Huiten Gol prospect.
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4.3.6 Other Iron Occurrences in the Selenge Project Area

Reyionul scule mMupping conducted prior to 2008 und mugyhetic surveys und field traverses have
identified numerous other iron occurrences und prospects. Xstract has analysed the remuining prospects
from the informution contuined in the Leyenduary Hero report und the mugnetic geophysicul duta, Of
these, Xstract, considers the Dundbuluy prospect locuted ubout 3 km southwest from the Buyuntsoyt
occurrence (refer Figure 4-7) to be the most prospective. Indeed, the magnetic aunomaly at this locution
is very similur to that ut Bayuntsoyt. Sumpling of the prospect ut this stuge is only indicutive, and two
rock-chip ygeochemicul sumples reported un averuye grade of 25% Fe. Xstract recommends further
exploration work is carried out at this prospect.

Xstract dlso recommends further exploration at the Undur Ukhaa and Ulunt sites within the Dartsagt areu
(refer Figure 4-7). At these sites, skurn style iron minerulisution hus been identified ut surfuce, und rock chip
geochemicul sumples indicute the occurrence of iron mineralisation. These occurrences ure supported
by discrete mughetic anomualies, aund are highly prospective for iron mineralisation of potential economic
sighificance.

The Muul, Ust Ahgul, Eruu, Khustui, Yargait, and Mukhar occurrences were generally knowh prior to 2008
and tuke the form of low iron grade skarn mineralisation that is prospective for other metals like hickel,
cobudlt, platinum group elements und tunysten. These prospects ure supported by severdl surfuce rock
chip yeochemical sumples which returned encouraging iron values.

Other pertinent points supporting onyoiny explorution of the project include:
e the presence of severdl iron deposits in the surrounding region;
o the uvuilubility of high yudlity geophysicul duta over much of the ureu; und
e the lack of previous systemutic exploration.
4.3.7 Verification Sampling

To confirm the previous yeochemicul results ut both the Bayuntsoyt und Huiten Gol prospects, Harungu
collected severul rock chip yeochemicul sumples, during u field visit uttended by Xstract’s representutive.
Chunnel sumpling wus conducted dlony u line of frenches und rock chip sumples were ulso tuken from
the Huiten Gol prospect us minimal iron Mineralisation wus evident at surfuce.

Haranga used the services of Stewurt Mongolia LLC, bused in Ulaanbautar, to analyse its rock chip
geochemicul sumples. Stewart Mongolia LLC is part of the infernationally recognised Stewart Group
Geochemicul und Assuy Luborutories, which speciulise in geochemical anulysis. Xstract hus reviewed
the procedures curried out by the Stewart Monhyoliu laboratory and considers it to have u comprehensive
Quulity Control/Quuility Assurance ("QA/QC") programme covering ull stuges of the unalyticul process.
Stewart Monhyoliu LLC have stated that before results are printed and reported, the appropriate andalysis
data and related QC dutd is examined by u quulified member of staff who is upproved for reviewing und
sighing aunualysis data and reports. This is carried out to ensure that the quulity control datua is within the
laboratory’s specifications. The luborautory wus uccredited to ISO 17025 in May 2009.

Xstract considers the risk of sumple contuminution, fumpering or substitution to be low with current
industry standards reportedly being applied to sample collection, QA/QC procedures und sumple
preparation.

The ussay results tuken ut Selenye by Harangu ure presented in Tuble 4-3.
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Lab Sample ID. Fe O Fe
% %

Stewurt group  Se 10_001/1 32.5 25.2

Se 10_001/2 56.6 439

Se 10_001/3 56.6 44.0

Se 10_001/4 74.4 57.8

Se 10_001/5 220 17.1

Se 10_002/1 35.0 27.2

Se 10_002/2 54.6 424

Se 10_002/3 39.7 309

Se 10_002/4 257 20.0

Se 10_002/5 28.4 220

Se 10_002/6 24.6 19.1

Se 10_003 29.0 225

Se 10_004 56.3 43.8

Table 4-3: Channel and Rock Chip Assay Results from the Selenge Project:
Bayantsogt and Huiten Gol Prospects
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Bused on the verificution rock chip sumple results, the tenor und style of mineralisation is consistent with
that previously reported.

Proposed Exploration and Recommendation

Hurungu intends to undertuke further exploration to advunce its Selenyge project us u priority, us the
project is, ut this point, viewed us the most prospective within its portfolio. Should future activities prove
positive, then Haranhyu would seek to define u Minerul Resource in uccordunce with the JORC Code.

The Selenyge project contains a number of high quulity exploration prospects und prioritisation of these
prospects will be important going forward. Haranga has entered into discussions with potential drilling,

geoloyicul, logying, und modelling contractors to ussist with the programme. To this end, Haranga has
defined u budyeted work progrumme totalling US$4.3M of expenditure until the end of 2012 us outlined

in Table 4-4.

Exploration Expenditure (US$)
Year 1 Year 2

Total

Work Programme

Year 1

1,794,500 2,392,400

4,186,900

1,600 line kilometres
of yeophysics und
14,700 m of drilling

1,000 line kilometres
of geophysics und
21,500 m of drilliny

2,600 line kilometres
of geophysics und
36,200 m of drilliny

Table 4-4: Budgeted Exploration Expenditure and Work Programme for the Selenge Project

Exploration in Mongoliu is primarily costed in USS. Hurangu's A$ forecusts (Sec 7.1) use un exchunge rate of A$1=US$0.90.

Bused on its review of the avduiluble technicul dutu, Xstract considers Harangu’s Selenge project to be of

merit und the proposed expenditures to be justified.
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4.5 Conclusion

The Selenye project is locuted in u region of Monhyoliu known to contuin economic iron ore deposits und
Harangu's licences cover a structurdl lineament known to be important in the distribution of magnetite-
bedring skarh mineradlisation. Despite only a smuall proportion of this lurge project ureu beinyg subject to
ground mughetic geophysicul surveys, severdl distinct unomulies have been identified. Subsequent
rock chip geochemicul sumpling and drilling has determined that these unomualies ure ussociuted with
skarn reluted magnetite minerdlisation that may be of economic importunce. As such, Xstract considers
Harangu’s Selenye project offers yood potentiul for skurn-reluted maugnetite mineralisation and thut the
compuny’s budyeted work programmes ure justified.

5 Shavdal Project

Hurungu’s Shuvdul project consists of u single granted tenement (14198X) covering u totul ureu of 6,620
ha in the Sukhbuatar Province of eustern Mongoliu us demonstrated in Figure 5-1. The property is locuted
upproximately 8 km southwest of the provinciul capital Baruun Urt.
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Figure 5-1: Infrastructure and Mines in Relation to the Shavdal Project
Note: Ruilway construction pluns us per Mongoliun Parliument Act #32, Juhe 2010

The project is eusily uccessed by unimproved rouds from Baruun Urt, The region is uccessed by gravel
rouds from the cities of Ondorhaun or Choybulsun, Xstract visited the project in lute September 2010 und
noted that g sedled roud is currently beiny constructed from Ondorhaan; however it was less than 20%
complete. The Mohyoliun Government hus indicuted its intent to commence construction of d rdil link
between Baruun Urt and Choybualsan in 2010/2011.

The topoyruphy of the ureu is chauraucterised by low rolling steppe grusslands with relatively low relief,
averayging around 1000 MASL. Sulty muarsh lies to the south of the project and there is ho other significant
druinuge or wutercourses in the project ureu.

Baruun Urt hus u populution of ubout 15,000 people with well developed heulth, communicution,
accommodation, und infrustructure. The project benefits from its proximity to infrastructure, without beinyg
SO close us to prove un impediment fo its development.

The Sukhbautar Province supports two operating iron ore mines ut heurby Tumurtei Ovoo und Ervei
Khoshuu, both owned by third parties, hot ussociated with Harangu, The Ervei Khoshuu operation currently
trucks 1 Mtpu of ore over a distunce of 150 km to the rdil terminal at Choybualsan. The ore is then railed to
the Chinese border where it receives d reported price of US$140/dmt (delivered) for a 60% Fe concentrate,
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Geological Setting
Regional

The Shavdul region wus geoloygicually mupped und geophysicdally surveyed in the 1960s on o 200,000
scule. Skurn style ulteration wus reported at this time however the focus of subsequent exploration wus
largely directed tfowards ussessing the potentiul for gold und buse metdl mineralisation.

The jointly owned Chinese-Mongoliun Tsemteorict mineral company operates the polymetdallic Tumurtiin
Ovoo zinc und Molybdenum mine, locuted upproximately 15 km northeust of Haranga’s Shavdal Project.

Local

The project is dominuted by yrunitic rocks which range widely in composition und ure hosted by
Ordoviciun-uyed phyllites. These units ure mostly covered by Quaternury sedimentary units consisting
of sund, sundy loum, und soil. Peu-sized granules of weuthered ygranite form d residudl flout, which is
ubundunt over most of the project ureu.

An interesting iron occurrence crops out over u 30 m zone within the central portion of the project und
contuins over 90% mugynetite. It is ulmost certuinly derived from the intense metusomutic skarn-style
alteration of a granitic protolith. Indeed, only relict grains of yuurtz can be seen in hand specimen. The
rock consists of course gruined mugnetite und trace amounts of uzurite und mulachite. This observution
is consistent with the rocks beiny purt of u zone of strony skurn ulterution, which resulted in d lurge volume
of ultered rock. The mugnetite is ussociuted with milky white quurtz veining.

Figure 5-2: Typical Example of the Main Outcrop Rock Type at the Shavdal Project

A further zone of mugynetite flout und subcrop lies ubout 200 m from the muin outcrop. Sumples collected
from just below the subsurfuce indicute this occurrence is purt of the bedrock und not u superficiul
occurrence. Hurungu interprets this occurrence represents purt of the sume dlteration system us the muin
outfcrop to which it is connected ut depth.

During Xstract’s site visit, evidence of skarnh ulteration could be seen over a large portion of the licence

areu. This includes lower grade skarn ultered phyllites, outcropping smokey yrey yuartz veins und milky

white quurtz veins. It is likely thut the skurn dlteration system at Shavdal is purt of a large infrusive system
and represents a potentidlly lurge explordation target.
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5.2 History
5.2.1 Previous Exploration / Mining

Prior fo Hurangu'’s ucquisition, the project had been subject o limited modern explorution which
muinly comprised regionul geoloyicul mupping on u 200,000 scule. A number of ‘interesting iron ore
minerdlisution points” were reported by yeoloyists in the 1970s.

However, one historicul rock chip yeochemicul sumple wus reported from the areu which returned un
assay result of 64% Fe (refer Figure 5-3). This sumple waus largely responsible for Haranga's initial inferest in
the ureu. Hurungu recently conducted u yround geophysicul mugnetic survey over hulf the tenement
and the image of Total Magnetic Intensity ("TMI”) is presented in Figure 5-3. This survey identified u
coincident geophysicul-yeochemicul unomaly. Harangu has conducted udditionul rock chip sumpling
which yielded high grade results of approximately 66% Fe (refer Figure 5-3).

Exploration ut Shavdul remuins in the early stuges of ussessment und most of the work conducted hus
focused on the fwo outcrop zones mMentioned previously. However the interpretation of yground mugnetic
geophysicul imuye hus indicuted the presence of u muynetite body covered by yuuternary sediments,
obscuring the limits of the mugnetite body.
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Figure 5-3: Ground Magnetic Survey Conducted by Haranga

Xstract understunds that no speciul sumple prepuration security meusures hus been employed; however
the risk of sumple contuminution, tumpering or substitution is considered to be low.

Duriny u field trip to the dreu uttended by un Xstract consultant, severul rock chip sumples were collected
by Hurangu from the main outcrop. Severul of these sumples returned exceptionully high iron grades
(>90% Fe203) confirming the high quulity of the materidl present ut the prospect.
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Potential Tonnage Estimates

Given the style and intensity of alteration present at surface und the high grade results from rock chip
geochemicul sumpling, Xstract considers the area offers potentidl for a high grade magnetite occurrence
of sufficient tonnage to be economicully sighificant. If it is assumed the magnetic geophysicul aunomaly
identified in the ground maugynetic survey is consistent with the muagnetite identified at surface then it is
likely u sizeuble exploration turget exists ut Shavdual. Also if the mugynetite is representative of u potentially
large body then the yrade und yuulity muay be sufficient so us not to require beneficiution, und therefore
potentidlly suitable for direct shipping.

The mugnetic anomualy associated with the surface expression medsures upproximately 1,450 m by 200

m in areu (see Figure 5-3), und the yrade of rock chip saumples varied from 27% (ohe sumple) to 94-95%
Fe203 (three sumples). Huranga considers that bused oh the dssociution of the mugnetite occurrence at
surfuce, with the mugnetic anomuly identified in the ground geophysical survey, there is an exploration
turget of between 18 to 20 Mt ut u yrude of between 50 und 65% Fe. This estimute is bused on u muynetite
body with the dimensions of 1,450 m lony by 30 m width at u dry bulk density of 4.2 g/cm?. This target size
relies on the ussumption that the magnetic unomualy is ussociuted with mugnetite in the subsurfuace of

a similar nature to that identified in outcrop. This aussumption has not been confirmed by drilling. Xstract
considers this turget is uchievable und the assumptions outlined by Harangu are conceptudlly valid,
however Xstract recommends further drill-testing of the taurget be given high priority.

Importantly, this exploration target is conceptuul in hature bused on the surfuce expression und
geophysicul (mugnetic) survey dutu, This information is insufficient to meet the requirements for

the estimaution of u Minerul Resource, uccording to the gyuidelines outlined in the 2004 JORC Code.
Furthermore, it is currently uncleur us to whether further exploration will result in the determination of u
Mineral Resource reported in uccordunce to the 2004 JORC Code ut Shavdal,

Proposed Exploration

Haranga intends to undertake further exploration to develop its Shavdul project. Tuble 5-1 summarises
Haranga’s budyeted work programme und ussociuted expenditure for the Shavdual project until the end
of 2012.

Exploration Expenditure (US$) Work Programme
Year 1 Year 2 Total Year 1 Year 2 Total

621,300 1,034,600 1,655,900 380line kilometres 200 line kilometres 580 line kilometres of
of geophysics und  of geophysics und  geophysics and 13,000 m
4,400 m of drillinyg 8,600 m of drilliny of drilling

Table 5-1: Budgeted Exploration Expenditure and Work Programme for the Shavdal Project

Exploration in Mongolia is primarily costed in US$. Haranga’s A$ forecasts (Sec 7.1) use an exchange rate of AS1=US$0.90.

Xstract considers the Shavdal project to be prospective und likely to contuin u magnetite body of
ecohomic significunce. Exploration drilling is expected to focus oh the muynetite occurrence identified
ut surfuce und should exploration prove positive, then Harahyu propose to define u Minerdl Resource in
accordunce with the JORC Code.

Haranga hus entered into discussions with potential drilling, geoloyical, logyging und modelling
contractors to ussist with dll its exploration programmes.

Drilling of explordtion targets and uny other occurrences is expected to consist of u combination of open
hole und diumond core drilling to depths of 100 to 150 m with possible dowhhole yeophysicul logying
and anualysis to further test the muin Magnetite occurrences. This programme will dlso be desighed to
obtuin un improved understanding of the lateral and vertical orientation of the iron ore minerdlisation. It is
expected thut approximately 13,000 m of drilling will be completed by the end of 2012. Once this dutu has
been evuluuted, d follow-up drilling programme will be implemented to delineute the potential iron ore
resources within the Shavdual project ureu.,
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As discussed previously, Xstruct recommends thut priority be given to drilling to uscertuin the size und
extent of the magnetite occurrence at Shavdal. The drilling should concentrate on areus of known
minerdlisution (i.e. the outcroppinyg mMuynetite) und test the ulony strike extents at un uppropriute drill
spucing.

5.5 Conclusion

The Shavddal project is locuted in un areu knowh to host sizedble mugnetite beuring skarn deposits.
Furthermore, the presence of high yrade magnetite outcropping at surface, ussociuted with d lurge
coincident geochemicul und mugnetic gyeophysicul anomaly sugygests thut the Shavdal prospect is
prospective for u mugnetite body of sufficient size and grade to be of economic significunce.

6 Khundlun Project

Hurunga’s Khundlun project consists of u single yranted licence (13867X) covering un ureu of 2,564 ha
and locuted in the Bayaun-Adarga soum of Hentii province in northeustern Mongyoliua (Figure 6-1). The
project lies 350 km from Ulaaunbuutar, und 170 km horth of the provinciul capital, Ondorhaun, heur the
Russian border. At the locul scule the project lies ulonyg the northern bunk of the Onon River und less thun
5 km from the Onon-Bulj Busin National Park.
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Figure 6-1: Location of Haranga'’s Khundlun Project
Note: Ruilwuy construction pluns us per Mongoliun Purliument Act #32, Juhe 2010

The project ureu is similur to other locutions in Mongoliu und is eusily uccessible by unimproved rouds

and tracks in a 4WD vehicle. Access is via Ondorhaan, the trip involves crossing the Onon River oh an
unmotorised ferry, which is only suitable for passenger vehicles und light trucks. Xstract visited the prospect
in lute September 2010 und hoted that yruzing uctivity by locul herders in the area was minimal.

The areu is dominuted by round hills to a height of about 1,170 mMASL. The yeneral morpholoyy of the
steppe und locution of outcropping mMagnetite cun be seen in Figure 6-2, which shows the main hill
contuining the mMuynetite occurrence.

The project supported by the soum of Buyun-Adurgu, which lies 20 km to the eust und hus
communicution, power, heudlth, und other service infrustructure. Locul munpower is ulso uvuiluble.

Harunga’s Khundlun project is locuted upproximutely 200 km trucking distunce from either Bugunuur (to
the west) or Choybulsun (to the eust) ruil ferminals.
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Magnetite/quartzite

Figure 6-2: Main Zone of Magnetite Outcrop at the Khundlun Prospect Showing Outcropping Ridge

Geological Setting

The ureu contuins low hills with outcropping yreen metupelite schist rock. Lower ureus of steppe und
seusonhul watercourses ure covered with dlluvial and locdlly frunsported Quaternary cover consisting

of cluy, sund und loumy soil. A mugnetite-beauring yuurtzite crops out ulony u prominent ridge locuted
near the centre of the fenement. This rock type cun be traced for u distunce of 500 m to 700 m, und

is consistent with a mugnetic geophysicul unomuly, identified during a recent ground maugnetic
geophysicul survey conducted by Hurunhgu. The minerdlised outcrop runyges between 1 m to 5 m in width
and dips steeply to the horth (Figure 6-2).

The rock unit displays isoclinal folding and yuurtz eye textures (Figure 6-3) consistent with strong structural
deformution and laterdl extension alony this zone. This rock type may represent the development of u
sheur zone und increused fluid flow; however ut this stuye, it is hot cleur whether the rock is of primury
origin (und thus purt of the locul stratigraphy) or of secondary origin (and resulting from metusomatic
dlteration of country rocks). That is, it not clear whether the magnetite occurrence is a skarn and similar
to the mujority of mugnetite occurrences in Monyoliu, or sepurate style of mineralisution. The orientution
of schistosity in the surrounding metupelite is pardllel to the strike and internal layering of the mugnetite-
beuring quurtzite, sugyesting the deformution is caused by deformation on u regionul scule.

Figure 6-3: Typical Rock Type Present at the Khundlun Project. Note Folding, Banded Magnetite and Quartzite.
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6.2

6.2.1

6.2.2

History

Tenement Ownership

The specidl licence to conduct exploratory works for the tenement wus first granted on 9 July 2008 to
Khukh Kharkhiraa LLC and valid for period of three yeurs (with two further renewdls dllowed).

Previous Exploration / Mining

The Khundlun project hus extensive iron outcrops thut have been yeoloyicully mupped und
geochemicully sumpled. Rock chip sumples returned up to 66% mugnetite. The project hus u mupped
occurrence of mugnetite-beuring yuurtzite, which outcrops ulony u ridge heur the middle of the licence.
The occurrence hus been knowh since the 1960s whenh mupping wus conducted by geoloyists from the
Soviet Union.

In 1989 u Russiun geoloyicul teum conducted exploratory trenching at the Khundlun iron occurrence. A
41.4 m® trench was completed und eleven chanhel geochemicul sumples were collected. The Russian
report stutes thut the geochemical sumples contuined between 35 und 50% mugynetite, with additionul
iron present us haematite.

In 2010, Huranhygyu completed rock chip geochemicul sumpling und ground mughetic geophysical
surveyiny over the Khundlun ared. Huranga’s recent mugnetic survey shows that the outcrops at Khundlun
sit on top of u very large (3.5 km x 0.5 km) magnhetic anomaly that appedars to be u lurge magnetite skarn.
There is potentiul for u lurge resource here, yiven the size of the unomuly.

Figure 6-4 is un imuye of the muynetic survey with the sumple locutions tuken by Harangu und the inset
shows u close up of the sumpled ureu.
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Figure 6-4: Location of Ground Magnetic Survey Anomaly and Haranga'’s Rock Chip Samples
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6.2.3 Analytical Resulis

6.3

6.4

Tuble 6-1 outlines the results of Haranga's most recent rock chip geochemicul sumpling programme at
the Khundlun project, which targeted sumples from the weuthered iron ore outcrops und u historic french
which wus located during the field survey.

LAB SAMPLE ID. Fe O % Fe %
Stewurt group  Khu 10_001 26.5 20.6
Khu 10_002 29.8 23.2
Khu 10_003 26.2 20.4
Khu 10_004 13.9 10.8
Khu 10_005 46.6 36.2
Khu 10_006 19.1 14.8
Khu 10_007 34.3 26.7
Khu 10_008 66.3 51.5

Table 6-1: Rock Chip Assay Results for the Khundlun Project

Note: Fe% results ure culculuted from Fe203% with a fuctor of 1.287 upplied.

Given the eurly stuge of ussessment ut the Khundlun project, no metallurgicul testwork has been
completed.

Potential Tonnage Estimates

The extent of magnetite-beuring yuartzite observed in outcrop May ‘account’ for only u portion of the
mughetite anomaly identified in ground magnetic survey. A possible method to commence exploration
of the project would involve geophysicul modelling of the ahomualy to determine if the anomaly is
consistent with the width of muterial present at surfuce. This investigation would provide dan indication of
whether the true width of the occurrence is gredater than currently evident at surface, us sugygested by the
mughetic anomualy. Whilst this may be sufficient for conceptual purposes, drilling is the only true test of the
actuul minerdlised widths and Xstract recommends this be undertaken us a priority.

Considering only the width of the minerulised outcrop evident ut surfuce, un explorution turget cun be
estimuted in the runye of 2 Mt to 8 Mt of mugnetite-beuring uartzite rock per 100 verticul metres. Key
ussumptions supporting this estimate are thut the occurrence is continuous in the subsurfuce, und extends
over u 2.5 km to 3 km strike lenygth at u width of between 2 m und 5 m und with a dry bulk density of
4.2g/m3. The Khundlun project is yet to be drill fested und it is possible the true width encountered in the
subsurfuce muybe thicker than those observed in outcrop.

Xstract hotes that the stutements ubove rely on the ussumptions detuiled und thut the exploration target
is conceptudl in hature. There is insufficient exploration to define a Mineral Resource uccording to the
guidelines outlined in the 2004 JORC Code, und it is uncertuin whether further exploration will result in the
determinution of u Minerul Resource.

Adjacent Properties

Soviet eru geoloyicul muppinyg over the areu surrounding Huranga'’s Khundlun project noted the
presence of other mugnetite-bearing ‘veins’ within quurtzite units lying outside of the current tenement
boundury. It is uncleur from the uvuilable technicul information whether these have been investiguted by
other third purties.
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6.5 Proposed Exploration

Hurungu intends to undertuke further explorution to develop its Khundlun project. Tuble 6-2 outlines
Harangu's budyeted work programme and ussociated expenditure for the Khunhdlun project until the end

of 2012.

Exploration Expenditure (US$) Work Programme

Year 1 Year 2 Total Year 1 Year 2 Total

491,300 711,000 1,202,300 270 line kilometres 270 line kilometres 540 line kilometres of

of geophysics und  of yeophysics und  geophysics and 8,800 m
3,200 m of drilling 5,600 m of drilling of drilling

Table 6-2: Budgeted Exploration Expenditure and Work Programme for the Khundlun Project

Exploration in Mongoliu is primarily costed in USS. Huranga's A$ forecusts (Sec 7.1) use un exchunge rate of A$1=US$0.90.

Bused on surfuce outcrops of muynetite-beuring quurtzite, Harahyu hus outlined un ‘unbeneficiuted
iron” explorution turyet us outlined in Section 6.2.4. Future exploration drilling programmes ure expected
to focus oh the ussessment of this turget minerulised zone. Should results prove encourayging, Harangu
anticiputes undertuking uppropriute drill festing und delineution uctivities so us to define u Minerul
Resource in accordunce with the 2004 JORC Code.

Furthermore, Hurungu considers its proposed yeophysicul survey programme will identify udditional
turyets for subsequent follow-up ussessment. Drilling of turgets und other minerulised occurrences is
expected to consist of a combination of open hole und diumond core drilling to depths of 100 to 150 m
below surfuce, with downhole geophysicul logging und analysis is likely to further delineute identified iron
mineradlisution. This programme will ulso be designed to obtuin un improved understunding of the extent,
continuity und geochemicul character of the iron minerulisation. It is expected thut upproximutely 8,800
m of drilling will be completed by the end of 2012. On-yoihy explorution thereufter will be dependent
upon results.

6.6 Conclusion and summary

Haranga's Khundlun project has been the subject of cursory exploration work, which has provided some
enhcouragement, including the presence of severul outcropping maugnetite veins and the delineation

of u lurge ussociuted mMugnetic unomaly, Harangu proposes to review the Khundlun areu us purt of un
inteyrated reygionul targeting progrumme dacross horthern Mongolia. Within this context, Xstract considers
that the Khunhdlun project is worthy of evaludtion to the extent being proposed. However, Xstract cautions
that the project’s remote locution to existing or proposed infrustructure in northern Mongolia meuns that in
order to bring the project info development, a significant fonnuge will heed to be defined. Ultimautely the
success of this project will depend upon the economic risk factors typical for this type of project including:
physicul properties uffecting the euse of beneficiation und mining modifying factors like strip ratios.

Should these fuctors not prove prohibitive, Xstract considers the Khundlun project offers the potentiul for u
mugynetite occurrence of sufficient size und yrude to be of economic interest.

Tumurtei Khudag Project
7.1 Property Description

Harunga’s Tumurtei Khuday project comprises two conjoined ELs (14907X, 13544X) covering u combined
areu of 57,714 ha within the Dundyovi Province (South Gobi Busin) of central Monygoliu (Figure 7-1). The
Tumurtei Khuday project lies upproximutely 56 km southeust of the provincial cupital of Mandalgovi,

and upproximutely 290 km south of Ulaunbaatur, The heurest populution is the soum (county) villuge of
Gurvunsuikhan, which is situated upproximately 30 km to the eust. A knownh iron occurrence culled “Khur
Toirom” exists in the southern purt of 14907X.
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Figure 7-1: Location of the Tumurtei Khudag Project Tenement
Note: Ruilway construction pluns us per Mongoliun Parliument Act #32, Juhe 2010

Access is yuined to the project areu by fravelling for 260 km on puartidlly improved gravel roads from
Uluunbuutar to Mundulgovi, followed by upproximately an hour on un unimproved eurth roud.
Monhyoliu’s lund owhership regime meuns that there are very few fences or defined property boundaries
within the country or the licence ureu. The project is uccessible by 4WD vehicles from uny direction

dll yeur. Access by uirplune cun be urranged through on-demand flights und tukes upproximuately 45
minutes from Ulaanbaatar to Mundalgovi. The hearest rdil station is at Choyr, 150 m to the northeust.

The project lies in the Dundyovi uplift, which conhsists of u mixture of steppe und desert. The uctudl licence
dreu is situuted in un ureu of smull hills und ridyges with flut tops. The project’s elevution ranges from 1,240
to 1,350 mASL und is centrally locuted within the Ulaan Valley. There is no permanent running water in the
licence dreu. Smull pools or lukes form temporurily, when the rdin is heavy.

Much of the project areu is devoid of trees und the soil is predominately dark brown und sundy, und
supports vegetation that includes khargana, couch, stipa, and grey gruss. The region has undergone
extensive desertification in the last decude.

The locul infrustructure is relutively well developed compured to other reygions in Mongoliu. There is u 35
MW power line between Mundulgovi und Gurvansaikhan, pussing across the horthwest of the project
dreu, und a 220 MW power line between Mandalgovi and Choyr, pussing by 65 km to the horth.

This project lies immediutely adjacent to Hunhu Coul Limited’s (Hunnu Coal) Unst Khuday project aund
only 150 km from the muain rail line station at Choyr.

Tenement Ownership

The reyistered holder of both of the Tumurtei Khuduy licences is Bilegt Hairhan Uul LLC ("BHU"), a 65%
owhed subsidiury compuny of Hunnu Coul Limited. Hurangu has acquired an interest in the iron ore rights
onh these licences, while BHU retuins the codl rights.

Xstrauct understunds thut this is the only project within Hurangu's portfolio where the mineral rights huve
been split uccording fo commodity. Importuntly, the ureus considered most prospective for coul ure
ygeoloyicully distinct from those having potential for iron ore; hence Hunnu Coul’s explorution uctivities ure
unlikely to impuct on those of Hurunyu.
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7.2 Geological Setting
7.2.1 Regional

The project ureu lies within g metallogenic district called the Ulziitore Junction which occurs at the
contuct between the Dornoygovi Fold Belt and the Dundgovi uplift of the Eust Mongol volcuhic-plutonic
province. The project dlso partidlly overlies the Dundyovi coul busin, which hosts several high quality
thermul coul deposits.

A dominunt fedture of the ared is un eust-west oriented fault associated with the regionul, deep-seuted
Khangui-North Gobi Fault.

7.2.2 Local

The strutigruphic seyuence of the project ureu is underluin by metumorphic rocks of the Proterozoic
Oortsoy Formution, which ure covered by sedimentary units of Upper Jurassic Sharil Formution, Upper
Jurassic o Lower Cretuceous Munlai Formation, und volcunic rocks of Pulueoygyene uye. This sequence
has been infruded by vurious felsic to mufic bodies belonying to Devoniun und Eurly Permiun infrusive
complexes.

Extensive quartz veining is evident in the southern portions of the project ureu, with veins typicully
meusuring between 50 cm to 2 M in width und extending over 200 to 500 m in length. Other chalcedonic
and yuurtz-fluorite veins ulso occur. These veins ure muinly oriented northeust - southwest, but ulso occur
in ussociution with eust-west trendiny fuult zones.

The structural fubric of the ureu is dominuted by branching faults of the regionul-scule Khangui-North
Govi Fault. Other subsidiary faults are fransverse und oriented northeust und northwest, which creutes u
blocky structure to the overull composition of the reyion.

Reported minerulisution on the project is consistent with that of the surrounding region, predominuntly
comyrising iron, coul and fluorspur.

7.3 History
7.3.1 Previous Exploration / Mining

The first recorded exploration uctivity over the current project ureu dutes buck to the early 20th century.
However, it was not until 1957 that systematic yeoloyicul programmes were initiuted over the ureu. Since
that time, various prospecting und exploraution uctivities huve been carried out over the project ureu aund
surrounds turgeting u vuriety of minerulisution styles. This work hus resulted in the definition of two third-
party held mines, one exploiting u high-gudlity thermal coal deposit and the other for fluorspar, which lie
in proximity to Harangd's licence ureus.

Aeriul geophysicul surveys were carried out from 1966 to 1967 on d scule of 1:200,000 ucross much
of centrul Mongyoliu. This work resulted in the identification of mugnetic unomulies in the vicinity of
the Bilyekh Mountuin in the northeustern purt of the current project ureu. Subsequent yround
mugynetic surveying of these unomuilies reveuled un ussociution with quartz-fluorite veining with
metu-sedimentury units.

Between 1973 und 1974, u coul occurrence wus subject to u concerted exploration progrumme.

Geoloyicul mupping und generdl prospecting uctivities were curried out in the Dundyovi district from
1979 to 1983. This work resulted in rock uge determination in the areu and the identification of certain
minerdl occurrences, for exumple, coul, beryllium, tin, leud, funysten and fluorspur.

Between 1992 und 1993, u yeochemicul und punninyg survey wus carried out on u scule of 1:50,000 over
much of the current project areu. No udditionul mineral prospects were identified ut this time.
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In more recent yeurs, yeoloyicul investigutions have been curried out for fluorspar; however, the results
of these uctivities were hot uvdiluble. The southeustern portion of the project contuins several historic
trenches und mininy pits developed over u quurtz-fluorite vein. This is most probubly the result of historicul
artisanal mining activities as ho records for these workings are avdilable. The pits medsure 25 m by 40 min
size und ure between two und three metres in depth.

Recent Exploration

In September 2010, Hurungu enguged Minhe Info LLC (*Mine Info”) fo conduct u stuged exploration
progrumme over the southern puart of exploration licence 14907X, known to host the Khar Toirom iron
occurrence, comprising initiul field reconnuissunce und subseyuent dutu processing. The uim of this
progrumme wus to verify the locution und luteral extents of khnown iron und munygunese minerulised zones
outlined by previous explorers.

The field component of this progrumme locuted humerous iron occurrences within this portion of
Harangu's project ureu. Rock chip yeochemicul sumples collected during this exploration phuse
reported up to 86% mugynetite. Subseqyuent to the inifidl field work, Harahgu commissioned u ground
maugnetic yeophysicul survey to be curried out over u smull areu in the south of the project. The survey
identified severdl significunt geophysicul unomulies ussociuted with the known mugnetite outcrops. In
purticulur, u large (1 km x 1 km) mughetic unomaly wus identified in the southeust and is remuins open
to the south und eust beyond the limits of the recent yground mugynetic survey. Figure 7-2 presents the
locution und significunt results from Mine Info’s surfuce rock chip geochemicul sumpling progrumme.
It should be hoted hot ull sumples collected by Mine Info over the project ureu huve been included in
Figure 7-2.
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Figure 7-2: Tumurtei Khudag Ground Magnetic Survey and Rock Chip Sample Locations
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Figure 7-3: Outcropping Iron-Bearing Rock within the Tumurtei Khudag Project Area

7.4 Potential Tonnage Estimates

Bused on its reconnuissunce exploration activities over the licence 14907X, Mine Info considered there

to be limited potential for un economic iron ore deposit fo occur within the surveyed ared. Xstract hotes
that exploration over the areu remuains ut a very edrly stuge of ussessment and that less than 10% of the
aredu avuilable to Harangu has been ussessed. Furthermore, Xstract considers the iron ore potential of the
project to be reasonuble at this stuge given thut:

e The ureu covered by Hurungu’s mugnetic yeophysicul survey (us outlined in Figure 7-2) represents less
than 5% of the uvuiluble ureu covered by the project licences.

o The mujority of the project is conceuled by vuriuble depths of cover, including Quuternury sediments,
thus limiting the understunding of the project’s yeoloyy.

e The presence of skurn alteration over much of the project areu sugyests that key ureus located in
proximity to grunitic infrusive bodies with appropriute fluid focusing structures, such us fuults und
associated spluys, may offer potential for magnetite minerdlised zones. Importantly, these zones may
not ulwuys crop out ut surface.

e Encourauying rock chip results huve been returned from Khar Toirom und d lurge mughetic anomaly in
the southeust of the survey aread is of purticular interest but currently remuains untested.

7.5 Proposed Exploration

Harangu considers the Tumurtei Khuduy project aured remuains prospective for mugnetite-bedaring iron ore
deposits und intends to undertake further exploration to ussess und udvunce the stutus of the project.
Xstract hus reviewed the dutu supporting Hurangu'’s proposed exploration plun and agrees with the
compuny’s ussessment, Tuble 7-1 provides u brief outline of Hurungu'’s budyeted work programme und
ussociuted expenditure for the Tumurtei Khuduy project until the end of 2012,
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Exploration Expenditure (US$) Work Programme
Year 1 Year 2 Total Year 1 Year 2 Total

516,300 649,000 1,165,300 500 line kilometres 4,800 m of drilling 500 line kilometres of
of yeophysics und geophysics und 8,100 m
3,300 m of drilliny of drilliny

Table 7-1: Budgeted Exploration Expenditure and Work Programme for the Tumurtei Khudag Project

Exploration in Mongoliu is primarily costed in USS. Harangu'’s AS forecusts (Sec 7.1) use un exchunge rate of A$1=US$0.90.

Explorution drilling is expected to be focussed on targets identified from Hurangu's initiul geophysicul
progrumme. Drilling of exploration targets and uny other occurrences is expected to consist of u
combinution of open hole und diumond core drilling to depths of 100 to 150 m below surfuce with
possible downhole geophysicul logying. Harangu'’s objective is also to improve its understanding of the
lateral und depth extents und to ussess the geoloyicul continuity of the defined iron minerulisution. It is
expected thut approximately 8,100 m of drilling will be completed by the end of 2012.

Bused on its review of the avdiluble technicul dutu, Xstract considers the Tumurtei Khuduy project to be
of merit and that the exploration work programme and budyet as proposed by Harangu to be warranted.
Whilst the budgyet is relatively small, it should be sufficient to assess the key targets outlined to dute aund
provide for the advancement of the project beyond its current edrly stage status.

Sumber Project

Harangu'’s Sumber project comprises u single squure-shaped explorution licence (14568X) covering un
dreu of 6,467 hu in the Dornoyovi Province of southeustern Mongoliu, The project is situated approximately
50 km from the Chinese border crossing ut Hungi Munddal (Figure 8-1). Ulaanbaatar lies approximately

580 km to the north und the reyionul cupitul, Suynshand is 210 km to the northeust, Suynshund is the
closest urbun centre of uny size (populution 25,000) to the project und is locuted on the Truns Mongoliun
ruilway and muain roud link connectinyg Ulaunbaatar to China, The neurest villuge is Khatunbuluy situated
dpproximately 35 km to the northwest.
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Figure 8-1: Location of Haranga’s Sumber Project
Note: Ruilway construction pluns us per Mongoliun Parliument Act #32, Juhe 2010
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Access muy be guined to the project by travelling for 225 km ulony u puved roud from Ulaunbuutar to
Govisimber Province followed by 240 km of improved dirt roud to Suyhshund. From Saynshund, the project
ared is u further 10 hours on dirt rouds of varying condition.

The neurest ruil link to the project is the Truns Mohgyoliun railway ut Saynshand although closer railways ure
currently beinhy plunned for construction in 2011 (refer Figure 8-1).

The lundscupe in the vicinity of the project ureu consists of u mixture of steppe und desert. The terrain

is churacterised by low hills und its elevution is between 1,200 und 1,300 MASL. There dre nho rivers with
permunent water flow throughout the ured, however smull ponds und lukes uppeur during times of ruinfull.
The typicul vegetation is that of grasslands, particularly bushy mat-wheut-grass and rocky pinto mut-grass in
u durk-brown, dry, sundy steppe soil. The dreu hus been uffected by desertificution during recent yeurs.

The yenerul infrustructure in the reygion is poorly developed. Most of the inhabitants ure subsistence furmers
und herdsmen.

8.1 Geological Setting
8.1.1 Regional

The Sumber project ureu covers metavolcunic und sedimentary rocks of the Eust Mongol volcuhic-
plutonic reygion. This ureu is characterised by several lurge fault zohes, which dare interpreted to be deep
seuted structures, which huve played un importunt role in the structural evolution of the ureu. Rocks in the
licence ureu yenerdlly strike southwest to hortheust und been subject to extensive regionul und contuct
metumorphism ussociuted with the emplucement of yrunitoids during the Devoniun period.

8.1.2 Local

At the locul scule, the Devonian-aged Burged Formation is the dominant rock-type in the area consisting of
schistose rhyolite, rhyoducite, ducite, andesite, tuff, sundstone and lenticulur limestone. These ure overluin by
andesite, metu-undesite, tuff, greenschist, sundstone und limestone.

The project ureu contuins undesite und Mmetu-undesite in the horthern part und mostly sundstone, siltstone
and subordinate limestone units in the central and southern parts. These rocks ure yenerdlly covered by
Recent ulluviul und colluviul sedimentury units in the valley floors which trend eusterly to hortheusterly
(Figure 8-2).
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Figure 8-2: Geology of the Sumber Project Tenement (14568X)
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In addition, there aure humerous quurtz veins und veinlets that cut through the sandstone and siltstone
layers. Bused on explorution completed to dute, these veins und veinlets do not uppeur to be minerulised.

History
Previous Exploration / Mining

Only cursory work uppeurs to huve beehn curried out over Hurungu's current project areu, with previous
explorution uctivities primurily conducted us purt of multiple, regionaul-scaule surveys. During the period

1966 to 1967, un dirborne yeophysicul survey wus flown over central Monhyoliu. Between 1991 und 1994,
broud ygeoloyicul muppiny und yenerul prospecting work wus conducted in the southeustern portions of
Dorhoyovi Province. The results of these regional progrummes us they pertuin to Hurangu'’s project licences
are hot currently known. In order to improve its understundiny of the previous work carried out over the
dreu, Hurauhyu commissioned Mine Info LLC (Mine Info) to undertuke un initidl review, reconnuissunce site
investigution, yeoloyicul mupping und rock chip yeochemicul sumpling over the areu,

Recent Exploration

The only recorded minerdlisution within the licence ureu is silver geochemical anomaly which has
previously been interpreted to represent a dispersion halo around u smuall minerdlised vein. However, based
on ifs initial reconnuissance exploration of the ared, Mine Info outlined u copper occurrence und three iron
“zohes” locuted ulony the contuct between limestone und undesite units (refer Figure 8-2 und Figure 8-3).

Figure 8-3: Example of a Typical Ferrous Outcrop Identified in the Field

Adjacent Properties

The ureu surrounding Harangu’s Sumber project contuins several known iron skarh occurrences und u iron
ore mine, recently opened by Chinese interests. Haranga interprets that iron-bearing skarn mineralisation
muy extend southwards under cover from the Chinese-ownhed iron mine into the compuny’s Sumber
project aureu,

While u high grade iron occurrence hus yet to be locuted, the presence of khnown iron occurrences ulony
strike und in close proximity fo the project is encouruyinyg. Furthermore, the luck of recent systemutic
exploration over the dareu sugyests that further work is warranted.

83



8. INDEPENDENT GEOLOGIST’S REPORT

The project’s location in the south of the country provides the project with proximity to potential customers
in Ching, should u sizeduble iron occurrence be outlined.

8.4 Proposed Exploration

Haranga intends o undertuke further exploration to develop its Sumber project and hus outlined a
budyeted work programme up until the end of 2012 us outlined in Table 8-1.

Exploration Expenditure (US$) Work Programme
Year1 Year 2 Total Year1 Year 2 Total

474,300 861,000 1,335,300 900 line kilometres 350 line kilometres 1,250 line kilometres of
of geophysics und  of geophysics und  geophysics and 9,300 m
2,700 m of drilling 6,600 m of drilling of drilling

Table 8-1: Budgeted Exploration Expenditure and Work Programme for the Sumber Project

Exploration in Mongolid is primarily costed in USS. Huranga's A$ forecusts (Sec 7.1) use un exchunge rate of A$1=US$0.90.

Hurungu’s progrumme will initiully focus on the compilution, verificution, und criticul re-ussessment of the
geoloyy und historicul exploration duta through d regional review to generute targets for subseyuent
follow-up ussessment.,

Exploration drilling is expected to focus on uny positive results or turgets identified from the geophysicul
progrumme us proposed in both 2011 und 2012. Drilling of explorution targets und any other occurrences
is expected to consist of u combinution of open hole und diumond core drilling to depths of 100 to 150

m below surface with downhole geophysicdl logyging to be conducted if warranted. The objective of this
drill programme is to provide the compuny with an improved understanding of the geoloygicul setting and
styles of mineralisation present within the project urea. It is expected that approximately 9,300 m of drilling
will be completed by the end of 2012 und will initidlly be focussed on eurly stuge explorution turgets und
conhcepts. Onhce this dutu hus been evuluuted, u follow-up drilling programme will be implemented to
delineute the potentiul for economicully viuble iron deposits within the Sumber project area.

9 Technical Capabilities

Haranga’'s management tfeam has a history of successful project acqyuisition, exploration, mining und
project maunagement, This tfeam has established links to the Monhyoliun government and its mining
industry und hus guined knowledye regurding the geoloyicdl setting und operuting environment,

There ure u humber of drilling, yeophysicul und surveying compunies avuiluble within Mongoliu with
suituble eyuipment und personnel to undertuke the progrummes us proposed by Hurunga. In addition,
there are severdl certified luborutories in Monyolia and Chinu cupuble of performing the routine analysis
and testwork for iron ore us reyuired by Harangu. Resource modelling services would most likely be
uhdertaken by un Australiun bused compuny.

10 Work Programme and Exploration Budget

Hurungu hus proposed u progrumme of exploration for its Monyoliun tenements over u two yeur period
followiny its listing on the ASX. Huranhgu's programme will confinue to focus on the re-ussessment of
historicul duta as well as developing hew turgets for subsequent follow-up assessment.

Key uctivities to be undertaken by Harangu include geoloyicdal mapping, drilling, ground geophysicdl
surveys und further trenching dlong with additional analysis und metallurgical testing for suitable iron

ore grudes. Geophysicul surveying und drilling of identified targets are key ussessment technhigues for
onhyoiny exploration, especidlly in the Selenge project. This work is expected to continue throughout 2011
and 2012. Given the eurly stuge nature of the iron ore turgets outlined, ho frial mining or processing studies
have been plunned dt this stage.
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All drillholes will be surveyed with u handheld ylobdl positioning system ("GPS”) initidlly und then by
differentiul GPS when uvdiluble. All drillhole und trench sites will be buckfilled und rehubilituted at the
completion of euch field progrumme.

The purpose of the proposed drilling will be to guin a better understanding of the extent and continuity of
the iron minerulisation und geoloyicdl structure, as well as to obtain samples for grade unalysis. Harangu
is expecting to drill 75% of the holes using Reverse Circulation and 25% us diumond core.

The gyeophysicul work will comprise ground-bused magnetic surveys. Harangu envisuye surveying ut 50 m
line spucing with infill surveys to 25 m line spucing in some areus (40 line kilometres = 1 M? on uveraye).

Expenditure

Hurungu’s budyeted explorution expenditure for euch project areu is shown in Tuble 10-1.

Exploration Expenditure (US$)

Project Year 1 Year 2 Total Work Programme

Selenye 1,794,500 2,392,400 4,186,900 2,600 line km geophysics, 36,200 m drilliny
Shuvdul 621,300 1,034,600 1,655,900 580 line km yeophysics, 13,000 m drilling
Khundlun 491,300 711,000 1,202,300 540 line km geophysics, 8,800 m drilling
Tumurtei Khuduy 516,300 649,000 1,165,300 500 line km geophysics, 8,100 m drilling
Sumber 474,300 861,000 1,335,300 1,250 line km yeophysics, 9,300 m drilling
Total 3,897,700 5,648,000 9,545,700 5,470 km geophysics, 75,400 m drilling

Table 10-1: Budgeted Exploration Expenditure and Work Programme for each Project Area

Explorution in Mongoliu is primarily costed in USS. Hurungu'’s A$ forecusts (Sec 7.1) use un exchunyge rute of A$1=US$0.90.

In Xstract’s opinion, Huranyu's proposed expenditures are redlistic in the context of expected cupitdl
amounts to be ruised through this prospectus. It should be possible to evaluute the resource potentiul

ut the Selenyge, Shuvdul und Khundlun projects within the two year period. Furthermore, the proposed
budyet should permit a more meuningful ussessment of the potentiul of the key turgets identified within
the Tumertei Khuduyg und Sumber projects. Xstract notes thut the umounts stipuluted mauy chunge in the
future as these will be dependent upon the success of the progrumme in 2011.

Conclusions

Hurangu has acquired interests in 10 exploration licences in Mongoliu, covering u totul ureu of 131,121

ha. These licences ure considered prospective for maugnetite, beiny gyenerdlly locuted in areus of knowhn
mughetite-bedaring skarh minerdlisation und coincide with regiondl and locual scule muygnetic geophysicul
anomulies.

The Selenye project is the lurgest und most udvanced of Hurungu's project ureus und hus, prior to

the Hurangu's acqyuisition of the projects, been subject to detuiled yeoloyicul mupping, trenchiny,
and drilling ut fwo loculities: Buyuntsoyt und Huiten Gol. Skurn-style mugnetite minerdlisation has
been outlined in ussociation with either geochemicul and/or magnetic geophysicul anomualies which
has provided euarly stuge indicutions of sufficient yrude und thickness to be of potentiul economic
sighificunce. Hurunyu hus defined u combined explorution turget of between 11 und 21 Mt ut u grude
runging from 25 to 40% Fe per 100 verticul meters ut these two prospects. Elsewhere within the Selenye
project, severul udditionul occurrences ure ussociuted with ygeophysicul unomalies und have been
confirmed by rock chip ygeochemical sumpling. Xstract endorses Huraungu'’s plunned progrumme to
audvunce the understunding of these prospects through continued exploration.
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In addition, Huranga holds the Shavdal, Khundlun, Tumurtei Khuday, and Sumber early stage exploration
projects locuted in the eust und south of the country. Bused on d coihcident geochemicul-magnetic
geophysicul unomuly, Haranga considers the Shavdual project to be the most prospective of its eurly stuge
projects. Hurungu hus estimuted explorution turgets ut both the Shavdal and Khundlun projects with u
combined totul runyginy between 20 to 28 Mt per 100 verticul meters.

Xstract hus reviewed the methodoloyy used by Hurangu to estimute the potential tonnages and grades
of euch of its defined exploration turgets und considers the methodology und dupprouch to be valid.
However, Xstract cautions that ut this stuge there hus been insufficient exploration to define u Mineral
Resource in uccordunce to the 2004 JORC Code. Furthermore, there is no guarantee that on-gyoiny
exploration will result in the determination of such a Minherdl Resource. Furthermore, Xstract considers that
in order to uchieve this turget, substuntial exploration will be required to further geoloygicully map, detect,
trench und drill test the defined conceptuul targets. On this busis, Xstract considers thut further work is
wurranted und thut Harangu'’s exploration struteyy is justified, should the results confinue o be positive.

Hurungu hus proposed substantial drilling und exploration to support the identification und delineution
of Minerul Resources, us well us locuting udditional taurgets within the licence ureus,. Xstract considers the
projects held by Hurangu are of high quulity und provide the busis for the compuny o meet its stuted
objective of developiny u humber of economic iron ore deposits in Monyoliu.,

12 Declarations
12.1 Independence

Xstruct is u privately owhed und operated mining und resource industry consultuncy providing
independent, struteygic und tucticul udvice und personulised professionul services to exploration und
mininyg compunies, enygineering firms, finunciul institutions und investors. Xstract operutes throuyh its
offices in Brisbune and Perth. Xstract’s corporate services include technical audits, project reviews,
vuluutions, indefpendent expert reports, project munugement plans und corporute udvice.

Xstract personnel huve extensive experience in the prepuration of independent vuluations for a variety of
commodities including coul, gold, buse metul, plutinum, diumonds und iron.

This report hus been prepured independently. Neither Xstract nor the authors hold uny interest in Harangu,
their reluted puarties, or in uny of the minerul properties or interested purties, which dre the subject of

this report. Fees for the prepurution of this report ure beiny charged ut Xstract’s standurd rutes, whilst
expenses ure beiny reimbursed ut cost. Puyment of fees und expenses is in no way confingent upon the
conclusions drawn in this report.

12.2 Qualifications
Trevor Ellice (Senior Consultant - Geology)

Trevor is aunh econhomic geoloyist with high level skills in mining, leadership, und resource estimation. With
over 20 yeurs in the industry, Trevor is most familiar with buse und precious metdls, having worked in u
variety of geoloygicul terranes across Australia. During his career Trevor hus lead wedlth credation through
exploration success und inhovation at severdl projects, most recently at Rosebery in Tasmania. His inferests
include mininyg finunce, with post graduate gudlifications in mMineral economics, und geostatistics.

Michael Tyndall (Senior Consultant - Corporate Services)

Michuel is o geoloyist with more thun 19 yeurs combined experience including 10 yeurs in marine and
terrestriul diumond exploration und mining, five yedrs in minerdl resource munugement on deep level
gold mines in southern Africu und four yeurs as u mineral industry consultant, Michuel’s key expertise

lies in minerdl project feusibility, technical due diligence studies, technicul reporting und minerul usset
vuluution. As u mining consultunt, Michuel hus worked previously for Venmyn Raund in South Africu, where
he ussisted in the compilation und prepuration of techno-economic und valuation reports for u variety
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of commodity und minerul ussets, primurily for stock exchange listings und project cupitul funding. In
Junuary 2009, Michuel relocuted to Australiu und joined Showden’s Corporute Services Division where
he wus involved in mineral usset valuations, due diligence studies und technical reporting. In June 2010,
Michuel joined Xstract’s Corporute Division us a Senior Consultant. Michuel holds u BSc (Honours) degree
und Graduute Diplomu in Mining Engineering. Michuel is ulso a member of the Geoloyicul Society of
South Africa und the Australusian Institute of Mining and Metalluryy.

Jeames McKibben (GM - Corporate Services and Principal Consultant)

During his more thun 16 yeurs experience in the mining und minerul industry, Jeumes hus served in

a diverse runge of roles including corporate consultunt, project munuger, geoloyist and unualyst,
Jeumes’ most recent role wus us the Corporute Services Divisionul Munuger for a mujor, international
mininy consultuncy. He hus u strony record in project due diligence, indejpendent techhicul review,
vuluution, deposit evuluution und the promotion of best pructice struteyies in the workpluce. As u
corporute consultunt he specidlises in valuations und Mineral Expert Reports for equity transactions

and Independent Techhical Reports in support of project finunce. He hus assisted humerous minerul
compunies, finunciul und leyul institutions in securing reyulutory upprovuls for IPOs und other secondury
filings on the following infernational exchanges: Australian Securities Exchange, Alternative Investment
Muarket, London Stock Exchunyge, Johunnhesbury Securities Exchange and Toronto Stock Exchunge.

Other mundutes include techhical due diligence in support of information memorundu, divestments,
acyuisitions und meryers, Pre-Feusibility Studies und independent Competent Persons’ Reports. Jeumes
has a MBA and a BSc (First Class Honours), and is a member of the AIG and a CP (Geo) with the AusiIMM.
Jeumes was recently uppointed to u joint AusIMM/AIG committee to review und updute the VALMIN
Code.

Terms of Reference

This technicul ussessment report hus been prepured ut the request of Hurungu fo provide un
independent opinion on the merits of the compuny’s iron ore ussets locuted in Monhgyoliu.

The conclusions expressed in this report ure uppropriute us ut 3 November 2010. All monetury values
outlined in this report ure expressed in Austrulian dollars unless otherwise stuted.

In the execution of our mundute we huve reviewed dll relevant technical und corporate information
made avuiluble to us by the munugement of Hurangu, which we have uccepted in good fuith us beiny
true, uccurate und complete, huving mude due enquiry. Huranga'’s directors have agreed in writing their
obligution to provide Xstract all material information for this purpose.

For the specific purpose of this report, Mr Trevor Ellice carried out u site visit to Huranhga’s Mongoliun iron
ore projects between 20 September und 1 October 2010. Duriny the visit, Xstract reviewed the latest
exploration results, geoloyicul sections und estimates in discussions with Haranga’s Munugyging Director,
Dr Robert Wrixon und Hurangu'’s Exploration Director, Mr Kell Nielsen. Discussions were dlso held with the
geoloyists und directors of the compunies which currently hold the exploration licences discussed in this
report, Site visits fo the Khundlun, Shuvdul und Selenge project ureus were mude on the 23, 24 und 26
September 2010 respectively.

Xstract is hot quulified to express legul opinion und hus not sought uny independent legul opinion on
the ownership rights and obligutions thut Haranga may have pertuining to the respective iron ore ussets
under licence or uny other fiscul or legul ugreements that the compuny may have with uny third party.

Reporting Standard

This report hus been prepured in uccordunce with the rules und guidelines issued by such bodies us

the ASIC und ASX which pertain to Independent Geoloyist’s Reports. Of particular importance to the
preparation of publicly disclosed Independent Expert reports in Australia are ASIC’s Reygulatory Guides 111
(Contents of Expert Reports) und 112 (Independence of Experts).

In addition, uuthors of this report ure either members of the AusIMM und Australiun Institute of
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Geoscientists ("AIG”). As such they are obliged to prepure mineral asset valuations in accordunce with
the reporting requirements us set out in the 2005 edition of the Code for the Technicul Assessment und
Valuution of Mineral und Petroleum Assets und Securities for Independent Expert Reports ("VALMIN
Code”) und the 2004 Edition of the Australusiun Code for Reporting of Explorution Results, Minerul
Resources und Ore Reserves ("(JORC Code”).

12.5 Competient Person Statement

The informuation in this report thut relutes to Exploration Results is bused on informution reviewed by Mr
Trevor Ellice, who is u Member of the Australasian Institute of Mining and Metdllurgy. Mr Ellice is a full time
employee of Xstruct Mining Consultunts Pty Ltd. Mr Ellice hus sufficient exjperience relevunt to the style
of minerdlisation und type of deposit under consideration und to the activity which he is undertaking to
quulify as a Competent Person us defined in the 2004 Edition of the “Australusian Code for Reporting of
Exploration Results, Mineral Resources und Ore Reserves”.

Mr Ellice consents to the inclusion of this report in Huranga’s Prospectus in the form und context in which it
is included.

12.6 Data Sources

Xstract hus relied upoh information provided by Harangu und ussociuted compunies us well us
information guined from other public sources. Key sources ure outlined in Part 13 of this IGR.

Data for this review wus provided by Harangu’s Managing Director and Exploration Director and the
geoloyists und directors of the compunies which currently hold the Exploration Licences discussed in this
report ulony with other publicly disclosed informution. The mauteriul on which this report is bused consists
of internul and open-file project memorandums, technical reports and locution plans, which were dll
provided by Harungyu.
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# Sample number Sample type Lithology Fe %
1 171 Rock chips Magnetite skarn 28.58
2 419 Rock chips Magnetite skarn 22.55
3 423 Rock chips Magnetite skarn 28.54
4 751 Rock chips Magnetite skarn 68.01
5 758 Rock chips Magnetite skarn 21.88
6 757 Rock chips Magnetite skarn 23.03
7 K-8/1 Channel/Trench sample Disseminuted magnetite skarn 22.63
8 K-8/2 Chunnel/Trench sumple Disseminuted magnetite skarn 31.50
9 K-8/3 Chunnel/Trench sumple Massive magnetite 36.95
10 K-8/4 Chunnel/Trench sumple Massive magnetite 55.58
11 K-8/5 Chunnel/Trench sumple Disseminuted mugnetite skarn 32.75
12 K-8/6 Chunnel/Trench sumple Massive magnetite 45.58
13 K-8/7 Chunnel/Trench sumple Massive maugnetite 32.22
14 K-8/8 Chunnel/Trench sumple Massive mugnetite 23.92
15 K-8/9 Chunnel/Trench sumple Massive maugnetite 33.83
16 K-8/10 Chunnel/Trench sumple Massive mugnetite 39.63
17 K-8/11 Chunnel/Trench sumple Massive mugnetite 35.64
18 K-8/12 Chunnel/Trench sumple Massive magnetite 39.07
19 K-8/13 Chunnel/Trench sumple Massive mugnetite 39.85
20 K-8/14 Chunnel/Trench sumple Massive mugnetite 38.90
21 K-8/15 Chunnel/Trench sumple Massive magnetite 39.70
22 K-8/16 Chunnel/Trench sumple Massive magnetite 38.72
23 K-8/24 Chunnel/Trench sumple Massive mugnetite 20.06
24 K-8/25 Chunnel/Trench sumple Massive mugnetite 24.63
25 K-8/26 Chunnel/Trench sumple Massive mugnetite 29.7
26 K-8/27 Chunnel/Trench sumple Massive mugnetite 29.17
27 K-8/28 Chunnel/Trench sumple Massive mugnetite 29.63
28 K-8/29 Chunnel/Trench sumple Massive mugnetite 33.1
29 K-8/30 Chunnel/Trench sumple Massive mugnetite 28.48
30 K-8/31 Chunnel/Trench sumple Massive mugnetite 35.86
31 K-8/32 Chunnel/Trench sumple Massive mugnetite 4294
32 K-8/33 Chunnel/Trench sumple Massive muynetite 39.54
33 K-8/36 Chunnel/Trench sumple Massive muynetite 21.83
34 K-8/41 Chunnel/Trench sumple Massive muynetite 28.98
35 K-8/42 Chunnel/Trench sumple Massive muynetite 26.75
36 BTS-4/17 Core sumple Iron ore 18.99
37 BTS-4/18 Core sumple Iron ore 16.04
38 BTS-4/19 Core sumple Disseminuted mugnetite skarn 23.96
39 BTS-4/20 Core sumple Disseminuted mugnetite skarn 31.40
40 BTS-4/21 Core sumple Massive muynetite 26.39
4] BTS-4/22 Core sumple Massive muynetite 30.40
42 BTS-4/23 Core sumple Disseminuted mugnetite skarn 25.07
43 BTS-4/24 Core sumple Massive muynetite 28.62
44 BTS-4/25 Core sumple Massive muynetite 34.02
45 BTS-4/26 Core sumple Massive muynetite 4193
46 BTS-4/27 Core sumple Massive muynetite 40.75
47 BTS-4/28 Core sumple Massive muynetite 51.83
48 BTS-4/29 Core sumple Massive muynetite 4492
49 BTS-4/30 Core sumple Massive muynetite 60.24
50 BTS-4/31 Core sumple Massive muynetite 39.78
51 BTS-4/32 Core sumple Massive muynetite 31.60
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52 BTS-4/33 Core sumple Maussive muynetite 26.36
53 BTS-4/34 Core sumple Mussive magnetite 19.60
54 BTS-4/36 Core sumple Mussive mugnetite 28.62
55 BTS-4/37 Core sumple Mussive mugnetite 2991
56 BTS-4/38 Core sumple Mussive mugnetite 43.29
57 BTS-4/39 Core sumple Mussive mugnetite 21.39
58 BTS-4/40 Core sumple Mussive magnetite 34.98
59 BTS-4/41 Core sumple Mussive magnetite 27.58
60 BTS-4/42 Core sumple Mussive magnetite 25.53
61 BTS-4/43 Core sumple Mussive mugnetite 20.19
62 BTS-4/44 Core sumple Muassive magnetite 15.41
63 BTS-4/45 Core sumple Mussive magnetite 17.80
64 BTS-5/28 Core sumple Iron skarn 24.6
65 BTS-5/29 Core sumple Iron skarn 19.3
66 BTS-5/30 Core sumple Iron skarn 27
67 BTS-5/31 Core sumple Iron skarn 45.2
68 BTS-5/32 Core sumple Iron skarn 37.5
69 BTS-5/33 Core sumple Iron skarn 41.2
70 BTS-5/34 Core sumple Iron skarn 31.5
71 BTS-5/35 Core sumple Iron skarn —
72 BTS-5/36 Core sumple Iron skarn 289
73 BTS-5/37 Core sumple Iron skarn 19.8
74 BTS-5/38 Core sumple Iron skarn 31.1
75 BTS-5/39 Core sumple [ron skarn 39.5
76 BTS-5/40 Core sumple Iron skarn 22
77 BTS-5/41 Core sumple Iron skarn 33.3
78 BTS-5/42 Core sumple Iron skarn 20.6
79 BTS-5/43 Core sumple Iron skarn 21.4
80 BTS-5/44 Core sumple Iron skarn 29.4
81 BTS-5/45 Core sumple Iron skarn 30
82 BTS-5/46 Core sumple Iron skarn 27.8
83 BTS-5/47 Core sumple Iron skarn 359
84 BTS-5/48 Core sumple Iron skarn 15.4
85 BTS-5/49 Core sumple Iron skarn 221
86 BTS-5/50 Core sumple Iron skarn 27.8
87 BTS-5/51 Core sumple Iron skarn 11.2
88 BTS-5/53 Core sumple Iron skarn 20.1
Appendix B:

Assay Results for Samples Taken at the Huiten Gol Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 202 Rock chips Diorite 10.19
2 470 Rock chips Pegmutite 3
3 468 Rock chips Grunite porphyry 5
4 460 Rock chips Quurtz —
5 461 Rock chips Grunite 2
6 K-1/1 Chunnhel/Trench sumple Massive muynetite 15.1
7 K-1/2 Chunnel/Trench sumple Massive muynetite 12.2
8 K-1/3 Chunnel/Trench sumple Maussive muynetite 17.4
9 K-1/4 Chunnel/Trench sumple Massive muynetite 21.7
10 K-1/4-3 Chunnel/Trench sumple Maussive muynetite 71.6
1 K-1/5 Chunnel/Trench sumple Maussive muynetite 28.8
12 K-1/6 Chunnel/Trench sumple Maussive muynetite 31.1
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13 K-1/7 Chunnel/Trench sumple Maussive muynetite 38.7
14 K-1/8 Channel/Trench saumple Mussive magnetite —
15 K-1/8-3 Chunnel/Trench sumple Massive muynetite 579
16 K-1/9 Chunnel/Trench sumple Massive magnetite 39.1
17 K-1/10 Channel/Trench saumple Mussive magnetite 30.5
18 K-1/11 Chunnel/Trench sumple Massive magnetite 25.2
19 K-1/12 Channel/Trench saumple Mussive magnetite 67.7
20 K-1/13 Chunnel/Trench sumple Mussive muynetite 31.3
21 K-1/14 Channel/Trench sample Mussive magnetite 21.3
22 K-1/15 Channel/Trench sample Mussive magnetite 33.6
23 K-1/16 Channel/Trench sample Mussive magnetite 35
24 K-2/1 Channel/Trench saumple Iron ore 15.2
25 K-2/2-3 Chunnel/Trench sumple I[ron ore 42
26 K-2/3 Chunnel/Trench sumple I[ron ore 21.8
27 K-2/4 Channel/Trench saumple Iron ore 10.3
28 K-2/5-3 Chunnel/Trench sumple I[ron ore 66.4
29 K-2/6 Channel/Trench sample Iron ore 12.7
30 K-3/1 Channel/Trench saumple Schist 109
31 K-3/2 Channel/Trench saumple Schist 10.1
32 K-5/1 Chunnel/Trench sumple Massive mugnetite 12.2
33 K-5/2 Chunnel/Trench sumple Muscovite schist 4.37
34 K-5/3 Chunnel/Trench sumple Muscovite schist 5.35
35 K-5/6 Chunnel/Trench sumple Epidote schist 11.6
36 K-5/7 Chunnel/Trench sumple Epidote schist 13.6
37 K-6/1 Chunnel/Trench sumple Massive mugnetite 50
38 K-6/1-3 Chunnel/Trench sumple Massive mugnetite 55.5
39 K-6/2 Chunnel/Trench sumple Massive mugnetite 57.3
40 K-6/3 Chunnel/Trench sumple Massive mugnetite 8.27
41 K-6/6 Chunnel/Trench sumple Massive mugnetite 22.55
42 K-7/6 Chunnel/Trench sumple Iron ore 28.5
43 K-7/7 Chunnel/Trench sumple Iron ore 13.3
44 K-7/8 Chunnel/Trench sumple Iron ore 12
45 K-7/9 Chunnel/Trench sumple Iron ore 15.4
46 HG-1/1 Core sumple Schist 29.81
47 HG-1/2 Core sumple Schist 35.49
48 HG-1/3 Core sumple Maussive mugnetite 51.52
49 HG-1/4 Core sumple Maussive mugnetite 48.90
50 HG-1/5 Core sumple Disseminated mugnetite skarn 35.52
51 HG-1/6 Core sumple Schist 16.32
52 HG-1/7 Core sumple Disseminuated magnetite skarn 26.33
53 HG-1/8 Core sumple Disseminuted mugnetite skarn 64.34
54 HG-1/9 Core sumple Muscovite schist 31.51
55 HG-1/10 Core sumple Muscovite schist 55.71
56 HG-1/11 Core sumple Epidote schist 66.36
57 HG-1/12 Core sumple Epidote schist 60.64
58 HG-1/13 Core sumple Disseminuted mugynetite skarn 19.52
59 HG-1/14 Core sumple Disseminuted mugynetite skarn 26.75
Appendix C:

Assay Results for Samples Taken at the Undur Ukhaa Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 133 Rock chips Skarnised schist 64.01
2 135 Rock chips Skarnised schist 37.37
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Appendix D:

Assay Results for Samples taken at the Dund Bulag Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 195 Rock chips Magnetite skarn 31.68
2 434 Rock chips Magnetite skarn 24.09
3 436 Rock chips Magnetite skarn 22.33
4 438 Rock chips Magnetite skarn 24.42
5 440 Rock chips Magnetite skarn 18.65
6 775 Rock chips Magnetite skarn 18.15
7 783 Rock chips Magnetite skarn 2292
8 785 Rock chips Magnetite skarn 30.45
9 799 Rock chips Magnetite skarn 25.6
10 808 Rock chips Magnetite skarn 32.39
Appendix E:

Assay Results for Samples Taken at the Ulunt Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 809 Rock chips Magnetite skarn 12.68
2 GA-2 Rock chips Magnetite skarn 16.5
Appendix F:

Assay Results for Samples Taken at the Ust Angal Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 283 Rock chips Pyroxenite 16.2
2 301 Rock chips Pyroxenite 12.6
3 224 Rock chips Gubbro 3
4 220 Rock chips Granite 2
5 474 Rock chips Quurtz —
6 476 Rock chips Quurtz —
7 Shtuf-1 Rock chips Pyroxenite 9.2
8 Shtuf-2 Rock chips Pyroxenite N
9 Shtuf-3 Rock chips Pyroxenite 8.6
Appendix G:

Assay Results for Samples Taken at the Yeroo Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 489 Rock chips Gubbro 9.43
2 609 Rock chips Pyroxenite 10
3 499 Rock chips Gubbrodiorite 3
4 633 Rock chips Diorite porphyry >10
5 480 Rock chips Gubbrodiorite 10
6 485 Rock chips Pyroxenite 10
7 625 Rock chips Pyroxenite 7
8 656 Rock chips Microdiorite >10
9 650 Rock chips Rhyolite 7
10 678 Rock chips Grunodiorite 2
11 665 Rock chips Gubbro-amphibolite >10
12 675 Rock chips Schistose microdiorite >10
13 497 Rock chips Gubbrodiorite >10
14 641 Rock chips Diorite 5
15 629 Rock chips Quurtz —
16 643 Rock chips Quurtz —
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Appendix H:
Assay Results for Samples taken at the Muul Mountain Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 363 Rock chips Pyroxenite 14.59
2 363/1 Rock chips Pyroxenite 13.29
3 333 Rock chips Gubbro 5
4 342 Rock chips Gubbro 3
5 316 Rock chips Gubbrodiorite 5
6 280 Rock chips Gubbrodiorite 7
7 279 Rock chips Diorite 5
8 323 Rock chips Diorite porphyry 5
9 325 Rock chips Diorite porphyry 3
10 356 Rock chips Diorite 7
11 355 Rock chips Gubbrodiorite 5
12 350 Rock chips Microdiorite 7
13 298 Rock chips Gubbrodiorite 5
14 299 Rock chips Gubbrodiorite 3
15 341 Rock chips Gubbro 5
16 354 Rock chips Diorite 5
17 330 Rock chips Ducite porphyry 2
18 313 Rock chips Granodiorite 2
19 323 Rock chips Diorite 7
20 267 Rock chips Schist 3
21 258 Rock chips Sundstone 2
22 373 Rock chips Diorite porphyry 3
23 250 Rock chips Schist 3
24 264 Rock chips Silt-saundstone 2
25 352 Rock chips Quurtz —
26 290 Rock chips Microdiorite 3
Appendix I:

Assay Results for Samples Taken at the Khustai Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 686 Rock chips Grunodiorite 10
2 734 Rock chips Diorite 10
3 729 Rock chips Schistose diorite 7
4 726 Rock chips Schist 10
5 724 Rock chips Quurtzite 2
6 721 Rock chips Schist 5
7 736 Rock chips Schist 10
8 737 Rock chips Rhyolite 5
9 692 Rock chips Quurtz 7
10 684 Rock chips Rhyolite 5
11 714 Rock chips Schist 5
12 697 Rock chips Gubbrodiorite 10
13 725 Rock chips Diorite 2
14 707 Rock chips Rhyolite 2
15 688 Rock chips Quurtz —
16 743 Rock chips Quurtz —
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Appendix J:

Assay Results for Samples Taken at the Yargait Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 395 Rock chips Microdiorite >10
2 408 Rock chips Gubbro >10
3 410 Rock chips Brecciu 7
4 415 Rock chips Diorite 7
5 409 Rock chips Microdiorite 10
6 404 Rock chips Quurtz-Epidote —
7 719 Rock chips Quuartz —
8 726 Rock chips Quurtz —
9 395 Rock chips Microdiorite —
Appendix K:

Assay Results for Samples Taken at the Mukhar Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 372 Rock chips Granite porphyry 1.5
2 273 Rock chips Quurtz 5
3 382 Rock chips Greisenized yranite 2
4 384 Rock chips Granite porphyry 2
5 724/ Rock chips Granodiorite 5
Appendix L:

Assay Results for Samples Taken at the Dartsagt Hillock Occurrence, Selenge Project

# Sample number Sample type Lithology Fe %
1 17 Rock chips Diorite 5
2 365 Rock chips 5
3 112 Rock chips Gubbrodiorite 5
4 228 Rock chips Gubbro 10
5 246 Rock chips Granite gneiss 1.5
6 161 Rock chips Granite porphyry 3
7 190 Rock chips Granite porphyry 3
8 103 Rock chips Grunite 3
9 123 Rock chips Schist 3
10 08,11 Rock chips Sundstone 5
11 149 Rock chips Diorite 3
12 14 Rock chips Hornfels 5
13 13 Rock chips Limestone 3
14 188 Rock chips Silt-sandstone 10
15 164 Rock chips Diorite 2
16 181 Rock chips Silt-sundstone 3
17 51 Rock chips Sundstone 5
18 508 Rock chips Silt-sandstone 2
19 509 Rock chips Silt-sandstone 7
20 526 Rock chips Silt-sundstone 7
21 126 Rock chips Gubbrodiorite 7
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Appendix M:
Cross Sections over the Huiten Gol Occurrence, Selenge Project
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Appendix M:
Cross Sections over the Huiten Gol Occurrence, Selenge Project

KHUITEN GOL OCCURRENCE
Exploration line # X-2

125° N}
Scale 1:500

L=3m

L=2m
-6 c=12.35% c=7.29%

Trench # K-5

98 Haranga Resources Prospectus




Haranga
ﬁy

Appendix M:
Cross Sections over the Huiten Gol Occurrence, Selenge Project
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Appendix M:
Cross Sections over the Huiten Gol Occurrence, Selenge Project
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9. INVESTIGATING ACCOUNTANT’S REPORT Haranga

RESOURCES

5 November 2010
The Directors I B D O
Haranga Resources Limited ———
Level 1

33 Richurdson Street
WEST PERTH WA 6005

Deur Sirs

INVESTIGATING ACCOUNTANT’S REPORT

Introduction

We have prepared this Investigating Accountant’s Report ("Report”) on historical financial information of
Haranga Resources Limited ("Harangu” or “the Group”) for inclusion in u Prospectus. Broudly, the Prospectus
will offer up to 125 million shares at an issue price of $0.20 per share to raise $25 Million before costs (“the
Offer”).

Basis of Preparation

This Report hus been prepured to provide investors with information on the Consoliduted Statement of
Comprehensive Income, the Consoliduted Pro-forma Statement of Financial Position, and the Consoliduted
Stutement of Chunges in Eyuity us noted in Appendices 1, 2 und 3 respectively. It hus dlso been prepured
ussuming the $25 million is ruised and includes costs ussociuted with the Offer,

This Report does hot uddress the rights attuching to the shares to be issued in uccordunce with the
Prospectus, hor the risks ussociuted with the investment, and hus been prepuared bused on the complete
Offer beiny uchieved which is the minimum subscription. BDO Corporute Finunce (WA) Pty Ltd ("BDO") hus
not been reyuested to consider the prospects for the Group, the shares on offer and reluted pricing issues, nor
the merits and risks ussociuted with becominyg u shareholder and accordingly has not done so, und does hot
purport to do so. BDO uccordingly takes no responsibility for these matters or for any matter or omission in the
Prospectus, other than responsibility for this Report. Risk factors are set out in the Prospectus.

Expressions defined in the Prospectus have the sume meuniny in this Report.
Background

Haranga waus incorporated in Australia on 15 December 2009 under the hame Harangu Resources Pty
Limited. On 5 Februury 2010 the Group upplied for u chaunye of compuny status to a public company, and
onh 16 Murch 2010 wus subsequently renamed Harangu Resources Limited. Harangu was incorporated for the
purpose of acyuiring und developing iron ore projects in Mongolia.

Over the pust year the Group hus ucyuired un interest in five iron ore projects:

e Selenge Project - Five contiguous licences covering 578km? in Selenge. Harangu has acquired a 60%
interest in the Selenye Project joint venture und hus u commitment of staged puyments to maintain this
interest.

e Shavdal Project - Onhe explordation licence covering 66km? in eustern Mongolia. Hauranga has ucquired u
75% interest in the Shavdul Project with un option o increuse to 100%.

¢ Khundlun Project - One exploration licence covering 26km? in the Hentii Province of horthern Mongolia,
Haranga hus acyuired u 100% interest in the Khundluh Project and has a committent of one further
payment to maintain this interest.

e Tumurtei Khudag Project - Two exploration licences covering 577km? in the Dundygobi Province of
southern Monyoliu, Hurahga hus aucquired a 51% interest in the Tumurtei Khuday Project with an option to
increuse to 80%.

e Sumber Project - Onhe explorution licence covering 65km? in the South Gobi region. Harahgyu hus
acyuired u 75% interest in the Sumber Project with an option to increuse to 100%.
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4. Scope

You huve reyuested BDO to prepure un Investiguting Accountunt’s Report covering the following finuncial
information:

e Harunygu's reviewed Consoliduted Stutement of Comprehensive Income for the period from incorporation to
30 September 2010;

e Harunygu's reviewed Conhsoliduted Stutement of Financial Position as at 30 September 2010;

o the Consoliduted Pro-formu Stutement of Financiul Position us ut 30 September 2010 reflecting the uctuul
position us ut that dute, mujor transuctions between thut dute und the dute of our report und the proposed
cupitdl ruising under the Prospectus; and

e the uccounting policies upplied by Harangd in preparing its financial statements.

The historicul finunciul information set out in the uppendices to this Report hus been extructed from the reviewed
finunciul stutements of the Group for the period from incorporution to 30 September 2010.

The Directors ure responsible for the prepuration of the historicul financiul information including determinution of
the adjustments.

We have conducted our review of the historical financiul information in accordaunce with the Australiun Auditing
und Assurance Stundurd ASRE 2405 “Review of Historicul Financial Information Other than d Finuncial Report”,
We mude such inguiries and performed such procedures us we, in our professiondl judgment, considered
reusonuble in the circumstunces including:

e ureview of work pupers, uccounting records und other documents pertuining to bulunces in existence ut
30 September 2010;

e uJreview of the ussumptions used to compile the Consoliduted Pro-formu Stutement of Financial Position;
e ureview of the udjustments mude to the pro-formu historicul finunciul information;

e U compurison of consistency in upplicution of the recoynition und meusurement principles in Accountiny
Stundurds und other mundutory professional reporting reguirements in Australia, and the uccounting policies
udopted by the Group disclosed in the uppendices to this Report; und

e enhyuiry of Directors und others.

These procedures do hot provide dll the evidence that would be required in an audit, thus the level of assurance
provided is less than ygiven in aun audit. We have not performed un audit und, accordingly, we do hot exjress un
audit opinion.

Our review wus limited primarily to an examinution of the historicul financiul information, the pro-forma finuncial
informution, unulyticul review procedures und discussions with both munugement und directors. A review of this
nature provides less ussurance thaun un audit und, uccordingly, this Report does hot express an audit opinion on
the historical information or pro-forma finuncial information included in this Report or elsewhere in the Prospectus.

In relution to the information presented in this Report:
e support by unother person, corporation or un unrelated entity hus hot been assumed;

e the umounts shown in respect of ussets do not purport to be the aumounts thut would huve been redlised if the
assets were sold at the date of this Report; and

e the yoing concern busis of uccounting hus been udopted.
5. Conclusion
Statement on Historical Financial Information

Bused on our review, which wus hot un audit, hothing has come to our attention which would cause us to believe
the reviewed historicul finuncial information us set out in the uppendices 1o this report does not present fuirly

the consoliduted financial performunce for the period ended 30 September 2010 or the consoliduted financial
position us at 30 September 2010 in uccordunce with the meusurement and recoygnition requirements (but hot dll
of the disclosure requirements) of upplicuble Accounting Stundurds und other mundutory professional reporting
requirements in Australia.,
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Statement of Pro-forma Financial Information

Bused on our review, which wus hot un audit, hothing has come to our uttention which would cause us to
believe the pro-forma finunciul information does hot present fuirly the financial position of the Group us ut
30 September 2010, in uccordunce with the meusurement und recoynition reyuirements (but not dll of the
disclosure requirements) of upplicuble Accountinyg Stundurds und other mandutory professional reporting
reyuirements in Australiu us if the pro-formu trunsuctions hud occurred on thut dute.

Subsequent Events

Apurt from the matters dealt with in this Report, und huving regard to the scope of our Report, to the best of our
knowledye und belief, no other material transactions or events outside of the ordinary business of the Group
have come to our attention that would require comment on, or adjustment to, the information referred to in our
Report or thut would cause such information to be misleading or deceptive.

Significant events subseyuent to 30 September 2010 und prior to the dute of this report ure us follows:
e The issue of 6,250,000 shares at an issue price of $0.16 per share to raise $1,000,000;

e The puyment of $515,092 (US$500,000) for the Selenye Project;

e The puyment of $511,134 (US$500,000) for the Selenye Project;

e The puyment of $102,208 (US$100,000) for the Sumber Project;

e The puyment of $101,317 (US$100,000) for the Shavdul Project;

e The puyment of $200,743 (US$200,000) for the Khundlun Project; und

e The puyment of $§101,947 (US$100,000) for the Tumurtei Khuday Project.

Assumptions Adopted in Compiling the Pro-forma Statement of Financial Position

The Consoliduted Pro-formu Statement of Financial Position is shown in Appendix 2. This has been prepared
bused on the reviewed consoliduated finunciual stutements us ut 30 September 2010 und the transuctions und
events relating to the issue of shares under this Prospectus:

e Theissue of 125,000,000 shares at an issue price of $0.20 cents per share to raise $25,000,000; and

e Cupitul ruising costs totulling upproximutely $2,078,730, which includes the value of unlisted options issued
to Brokers totalling $370,730, to be offset uguinst contributed equity.

Disclosures
BDO Corporute Finunce (WA) Pty Ltd is the corporute udvisory urm of BDO in Perth.

Neither BDO Corporute Finunce (WA) Pty Ltd hor BDO, nhor uny director or executive or employee thereof, hus
any finuncidl interest in the outcome of the proposed transaction except for the normal professiondl fee due
for the prepuration of this Report.

Consent to the inclusion of the Investigating Accountant’s Report in the Prospectus in the form and context in
which it appeuars, has been ygiven. At the date of this Report, this consent has hot been withdrawn.

Yours faithfully
BDO Corporate Finance (WA) Pty Ltd

g -

Sherif Andrawes
Director
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APPENDIX 1
HARANGA RESOURCES LIMITED
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Reviewed

For the period from
Incorporation

to 30 September 2010

$

Revenue from continuing operations —
Interest income 26,785
26,785

Administration expenses (137,713)
Generdl Expenses (2,241)
Travel & Accommodution (66,740)
Shure bused puyments expense (1,542,037)
Other expenses 64,311)

(1,813,042)

Loss before income tax expense (1,786,257)

Income tux expense —

Net Loss for the period (1,786,257)

Other comprehensive income for the period, het of tux —

Total comprehensive income for the period (1,786,257)

Loss for the period is uttributduble to:
Owners of Hurungu Resources Limited (1,786,257)
Non-controlling interest —

(1,786,257)

Totul comprehensive income for the period is attributable to:
Ownhers of Hurungu Resources Limited (1,786,257)
Non-controlling interest —

(1,786,257)

The Consoliduted Statement of Comprehensive Income is to be reud in conjunction with the notes to und forming
puart of the historicul finuncial information set out in Appendix 4.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
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Reviewed Subsequent Pro-forma Pro-forma
30-Sep-10 Events Adjusiments After Issue
Notes $ $ $ $
CURRENT ASSETS
Cush und cush eyuivulents 2 1,286,454 (632,441) 23,292,000 24,046,013
Receivubles 12,296 — — 12,296
Other current ussets 3 393.317 — (370.730) 22,587
TOTAL CURRENT ASSETS 1,692,067 (632.,441) 22,921,270 24,080,896
NON CURRENT ASSETS
Explorution und evaluution expenditure 4 105,842 1,632,441 — 1,638,283
Property, plant and equipment 177 — — 177
TOTAL NON CURRENT ASSETS 106,019 1,532,441 — 1,638,460
TOTAL ASSETS 1,798,086 1,000,000 22,921,270 25,719,356
CURRENT LIABILITES
Creditors und borrowinys 68,512 — — 68,512
TOTAL CURRENT LIABILITIES 68,512 — — 68,512
TOTAL LIABILITIES 68,512 — — 68,512
NET ASSETS 1,729,574 1,000,000 22,921,270 25,650,844
EQUITY
Contributed eqyuity 5 1,602,553 1,000,000 22,921,270 25,523,823
Reserves 6 1,913,278 — — 1.913,278
Accumuluted losses (1,786,257) — — (1,786,257)
TOTAL EQUITY 1,729,574 1,000,000 22,921,270 25,650,844

The Consoliduted Pro-formu Statement of Finuncial Position is us per the Stutement of Financiul Position before issue
udjusted for the fransuctions described in sections 6 und 7 of this report. The Consoliduted Statement of Finuncial Position is
to be reud in conjunction with the notes to und forming part of the historical finuncial information set out in Appendix 4.
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APPENDIX 3

HARANGA RESOURCES LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Reviewed Subsequent Pro-forma Pro-forma
30-Sep-10 Events Adjusiments After Issue
$ $ $ $
Bulance ut 15 December 2009 — — — —
Comprehensive income for the period
Loss for the period (1,786,257) — — (1,786,257)
Total comprehensive income for the period (1,786,257) _ _ (1,786,257)
Transactions with equity holders in their
capacity as equity holders:
Contributed equity 1,602,553 1,000,000 22,921,270 25,523,823
Reserves 1913.278 — — 1,913,278
Contributions of equity, net of
transaction costs 3,515,831 1,000,000 22,921,270 27,437,101
Balance 1,729,574 1,000,000 22,921,270 25,650,844

The Consoliduted Stutement of Chaunyes in Equity is to be reud in conjunction with the notes o und forminy part of
the historical financiul information set out in Appendix 4.
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APPENDIX 4
HARANGA RESOURCES LIMITED
NOTES TO AND FORMING PART OF THE HISTORICAL FINANCIAL INFORMATION

NOTE 1.

The significant accounting policies adopted in the preparation of the historicul financial information included in this
Report huve been set out below.

a) Basis of preparation of historical financial information

b)

)

d)

The historicul finunciul information hus been prepured in uccordunce with the recoynition und meusurement,
but not dll the disclosure requirements of the Australian eqguivalents to International Financial Reporting
Stundards ("AIFRS”), other uuthoritutive pronouncements of the Australiun Accounting Stundards Bourd,
Australiun Accounting Interpretutions und the Corporations Act 2001.

The historical financial information hus also been prepured on a historical cost busis, except for derivatives and
avuiluble-for-sule finunciul ussets that have been meusured ut fuir value, The currying values of recoynised
ussets und liubilities thut ure hedyed are udjusted to record chunges in the fuir value uttributable to the risks
that are being hedyed. Non-current ussets and disposul groups held-for-sale are measured at the lower of
currying umounts und fuir value less costs to sell.

Compliunce with AIFRS ensures that the historicul finunciul information complies with International Financial
Reporting Stundards.

Going Concern

The financial report has been prepared oh u going concern busis, which contemplates the continuity of
normal business activity and the redlisation of ussets and the settlement of liabilities in the hormal course of
business.

The ability of the Group to continue us u yoing concern is dependent on the Group successfully raising the
minimum subscription pursuunt to this Prospectus or ulternutively raising additionul cupitul through ulternutive
options avdilable to the compuny to meet ohgoing commitments and for working capital. The Directors believe
that the Group will continue us u goiny concern. As u result the finuncial report hus been prepured on u gyoiny
concern busis. However should the Group be unsuccessful in undertuking additional raisings or redlising ussets,
the entity muy hot be uble to continue us u going concern. No udjustments have been made relating to the
recoverubility and classification of liubilities that might be necessury should the Group hot contfinue us u goiny
concern.

Basis of consolidation
Subsidiaries

The consoliduted finunciul stutements comprise the finunciul stutements of Hurungu Resources Limited und

its subsidiuries ut 30 September 2010. Subsidiuries ure entities over which the Group hus the power to yovern
the finunciul und operuting policies yenherully uccompunying u shareholding of more thun one hulf of the
votinhg rights. Potential voting rights that are currently exercisuble or convertible dre considered whehn ussessing
control. Consoliduted finunciul stutements include udll subsidiaries from the dute that control commences until
the dute thut control ceuses. The finunciul stutements of subsidiuries ure prepured for the sume reporting
period us the purent, using consistent accounting policies.

All intfercompuny bulunces und transactions, including unreulised profits arising from infragroup fransactions
have been eliminated. Unredlised losses are dlso eliminated unless costs cannot be recovered.

Non-controlling interests in the results and equity of subsidiaries are showh separately in the Consoliduted
Stutement of Comprehensive Income und Consoliduted Stutement of Financiul Position respectively.

Subsidiaries ure uccounted for in the parent entity financial statements ut cost.
Foreign Currency Translation
The functional und presentation currency of Haranga Resources Limited is Australian Dollars (AS).

Foreigh currency trunsactions ure trunslated into the functionul currency using the exchunge rates ruling ut the
date of the transaction. Monetary assets und liabilities denominated in foreigh currencies are retranslated at
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the rate of exchunge ruling at the end of the reporting period. Foreigh exchunyge guins und losses resulting from
settling foreign currency trunsuctions, us well us from restuting foreign currency denominuted monetary ussets
und liubilities, ure recoyhised in profit or loss, except when they ure deferred in other comprehensive income us
quulifying cush flow hedyes or where they relate to differences on foreigh currency borrowings that provide u
hedye ayuinst u net investment in u foreign entity.

Non-monetury items mMeasured ut fuir value in a foreign currency are transluted using the exchunge rates at the
dute when fuir value wus determined.

The functional currency of the overseus subsidiaries is the Tugrik (MNT). At the end of the reporting period,
the assets und liabilities of these overseus subsidiaries are franslated into the presentution currency of
Harangu Resources Limited ut the closing rate at the end of the reporting period und income und expenses
dre trunslated at the weighted average exchange rates for the year, All resulting exchaunge differences are
recoyhised in other comprehensive income us u sepurate component of equity (foreign currency translation
reserve). On disposul of u foreigh entity, the cumulative exchange differences recognised in foreign currency
translation reserves relating to that particular foreign operation is recoynised in profit or loss.

e) Revenue Recognition

Revenue from the sule of yoods is recoghised when the Group hus pussed control of the yoods to the buyer.
Interest revenue is recoynised on u time proportionute busis that tukes intfo uccount the interest rates upplicuble
to the finuncial assets.

f) Income Tax

The income tux expense for the period is the tux payuble on the current period’s tuxuble income bused on
the nationul income tux rute for euch jurisdiction udjusted by changes in deferred tux ussets und liubilities
uttributuble to temporary differences between the tux buse of ussets und liubilities und their carrying umounts
in the finunciul stutements, und to unused tux losses.

Deferred tax assets und liabilities ure recognised for dll temporary differences, between carrying amounts of
ussets and liubilities for financial reporting purposes and their respective tux buses, at the tax rates expected
to upply when the ussets ure recovered or liubilities settled, bused on those tux rutes which ure enucted or
substantively enacted for euch jurisdiction. Exceptions ure made for certuin temporary differences arising on
initial recognition of an usset or d lidbility if they arose in a fransaction, other than  business combination, that
at the time of the transuction did hot affect either accounting profit or taxuble profit.

Deferred tux ussets are only recoynised for deductible temporary differences und unused tux losses if it is
probuble that future taxable amounts will be avdilable to utilise those temporary differences and losses.

Deferred tux ussets und liubilities ure not recoynised for temporary differences between the currying umount
und tux buses of investments in subsidiuries, ussociutes und interests in joint ventures where the purent entity is
uble to control the timing of the reversul of the temporury differences und it is probuble thut the differences will
not reverse in the foreseeuble future.

Current und deferred tux bulances reluting to umounts recoyghised directly in eyuity ure dlso recoyhised directly
in equity.

g) Cash and Cash Equivalents

Cush und cush eyuivalents includes cush on hand, deposits held ut call with bunks, other short-term highly
liguid investments with original maturities of three months or less, and bank overdrufts, Bank overdrufts are shown
within short-borrowinys in current liubilities on the Statement of Financial Position.

h) Investments and other financial assets
Classification

The Group clussifies ull of its finunciul ussets us louns und receivubles. Munugement determines the
clussificution of its investments ut initial recognition.

Loans and receivables

Louns und receivubles ure hon-derivative financial ussets with fixed or determinuble puyments that are not
yuoted in un uctive market. They ure included in current ussets, except for those with muturities greuter thun 12
months ufter the reporting dute which ure clussified us hon-current ussets.
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Subsequent measurement

Louns und receivubles und held-to-muturity investments ure carried ut umortised cost using the effective
interest method.

Impairment

The Group ussesses ut euch bulance dute whether there is objective evidence that a finuncial asset or group
of finunciul ussets is impuired.

If there is evidence of impuirment for uny of the Group’s finunciul ussets curried ut umortised cost, the loss is
Mmeusured us the difference between the usset’s currying umount und the present vulue of estimuted future
cush flows, excluding future credit losses that huve not been incurred. The cush flows ure discounted ut the
financiul usset’s originul effective interest rate. The loss is recoynised in the Stutement of Comprehensive
Income.

Trade Receivables

Trade receivubles are recoygnised ut original invoice amounts less an allowance for uncollectible amounts and
have repayment terms between 30 und 90 days. Collectubility of trade receivables is assessed on un ohygoiny
busis. Debts which are knownh to be uncollectible ure written off. Ah ullowance is mude for doubtful debts
where there is objective evidence thut the Group will not be uble to collect ull umounts due uccording to the
originul terms. Objective evidence of impuirment include financiul difficulties of the debtor, default payments
or debts more than 90 days overdue. On confirmation that the frade receivuble will not be collectible the
gross carrying value of the asset is written off aguinst the ussociuted provision.

From time to time, the Group elects to reneyotiute the terms of trude receivubles due from customers with
which it hus previously hud u good trading history. Such renegotiutions will leud to chanyges in the fiming of
puyments rather than changes to the umounts owed und are hot, in the view of the directors, sufficient to
reyuire the derecogynition of the originul instrument.

Exploration and evaluation assets

Explorution und evuluution costs ure uccumuluted in respect of euch sepurate ‘ureu of interest’ or
yeoyruphicul seyment. Costs ure cupitdlised us un explorution und evuluution usset provided explorution
titles ure current und ut leust one of the followiny conditions ure sutisfied:

o the expenditure is expected to be recouped through successful development und exploitation of the
areu of interest; or

e qctivities in the areu of interest have hot, at the reporting date, reached u stage which permits u
reusonuble ussessment of the existence or otherwise of economicully recoveruble reserves und active
and sighificant operations in, or in relation to, the area of interest ure continuing.

Exploration and evaluation ussets ure ussessed for impuirment if (i) sufficient dutu exists to determine technicul
feasibility and commerciul viability, and (i) facts and circumstances sugyygest that the carrying amounts
exceeds the recoveruble umount. For the purposes of impuirment testing, exploration und evaluution ussets
ure ullocuted to cush-yeneruting units to which the exploration uctivity relutes. Impuirment losses ure
recoyhised in the stutement of comprehensive income.

Trade and Other Payables

Trade und other paydbles represent liabilities for goods und services provided to the Group prior to the year end
and which ure unpuid. These umounts are unsecured und have 30-60 duy payment terms.

Contributed Equity

Ordinary shares ure clussified us eyuity. Costs directly uttributable to the issue of hew shares or options ure
showh us u deduction from the equity proceeds, het of uny income tux benefit. Costs directly uttributuble to the
issue of hew shares or options ussociuted with the acqyuisition of u business dre included us purt of the purchuse
considerution.
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m) Goods and Services Tax

Revenues, expenses und ussets ure recoyhised net of the umount of yoods und services tux (GST) except
where the umount of the GST incurred is not recoveruble from the tuxution authority, it is recoynised us part of
the cost of ucqyuisition of un usset or s part of an item of expense; or for receivables und payubles which are
recoynised inclusive of GST. The net umount of GST recoveruble from, or puyuble to, the tuxation uuthority is
included us purt of receivubles or puyubles.

The GST component of cush flows arising from investing and finuncing uctivities, which is recoverable from, or
puyuble to, the tuxation uuthority, is clussified us operating cush flows.

n) Impairment of Assets

At euch reporting dute, the group reviews the carrying values of its taunygible und infungible assets to
determine whether there is any indication that those ussets have been impuaired. If such an indication exists,
the recoveruble umount of the usset, beiny the higher of the usset’s fuir value less costs to sell und value in
use, is compured to the assets carrying value. Any excess of the dssets currying value over its recoveruble
amount is expensed to the Statement of Comprehensive Income.

Impuirment testing is performed unnuully for goodwill und infunyible ussets with indefinite lives.

Where it is not possible to estimate the recoveruble amount of un individual asset, the group estimates the
recoverable umount of the cush-generating unit to which the asset belonygs.

o) Accounting estimates and judgements

In the process of upplying the uccounting policies, munuygement hus mude certuin judyements or
estimations which huve un effect on the umounts recoynised in the finunciul stutements.

The currying umounts of certuin ussets und liubilities ure often determined bused on estimutes und
ussumptions of future events. The key estimutes und ussumptions thut have u significant risk causing a
mauterial adjustment to the currying umounts of certuin ussets and liubilities within the next annuaul reporting
period ure:

Recoverability of capitalised exploration and evaluation expenditure

The future recoverubility of cupitalised exploration und evuludtion expenditure is dependent on u humber of
factors, including whether the Group decides to exploit the related leuse itself, or, if not, whether it successfully
recovers the related exploration and evaluation asset through sale.,

Factors thut could impuact the future recoverability include the level of reserves und resources, future
technoloyical chanyges, costs of drilling und production, production rates, future legal chanyges (including
chunyges to environmental restoration obligations) und changes to commodity prices.

Valuation of share based payment tfransactions

The valudtion of share-bused puyment transuctions is meusured by reference to the fuir value of the equity
instruments ut the dute ut which they ure granted. The fuir value is determined using either the Binomial
model or the Trinomiul model, tuking into account the terms und conditions upon which the options were
granted.
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NOTE 2.
CASH AND CASH EQUIVALENTS Reviewed Pro-forma
30 September 2010 After Issue
$ $
Cush 1,286,454 24,046,013
Adjustments arising in the preparation of the pro-forma
cash and cash equivalents balance are summarised as follows:
Reviewed bulunce of Harangu ut 30 September 2010 1,286,454
Subsequent events:
The issue of 6,250,000 shures ut un issue price of $0.16 per shure to ruise $1,000,000 1,000,000
The first payment for the Selenye Project (615,092)
The second puyment for the Selenge Project (611,134
The puyment for the Sumber Project (102,208)
The puyment for the Shavdal Project (101,317)
The puyment for the Khundlun Project (200,743)
The puyment for the Tumurtei Khuduy Project (101,947)
(632,441)
Pro-forma adjustments:
Proceeds from shures issued under this Prospectus 25,000,000
Cuapitdl raising costs (1,708,000)
23,292,000
Pro-forma Bulunce 24,046,013
NOTE 3.
OTHER CURRENT ASSETS
Reviewed Pro-forma
30 September 2010 After Issue
$ $
Other Assets 393,287 22,587
Adjustments arising in the preparation of the pro-forma other
current assets are summarised as follows:
Reviewed bulunce of Hurangu at 30 September 2010 393,317
Pro-forma adjustments:
The issue cost of 5,500,000 unlisted options to brokers at un exercise price of $0.20
exercisuble on or before 30 April 2015 as part of the $25 million capital raising (370,730)
Pro-formu Bulunce 22,587
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NOTE 4.
EXPLORATION AND EVALUATION EXPENDITURE
Reviewed Pro-forma
30 September 2010 After Issue
$ $
Explorution und evaluution expenditure 105,842 1,638,283
Adjustments arising in the preparation of the pro-forma
Exploration and evaluation expenditure are summarised as follows:
Reviewed bulunce of Harangu ut 30 September 2010 105,842
Subsequent events:
The first puyment for the Selenye Project 515,092
The second puyment for the Selenye Project 511,134
The puyment for the Sumber Project 102,208
The puyment for the Shavdal Project 101,317
The puyment for the Khundlun Project 200,743
The puyment for the Tumurtei Khuduy Project 101,947
1,632,441
Pro-formu Bulunce 1,638,283
NOTE 5.
CONTRIBUTED EQUITY
Reviewed Pro-forma
30 September 2010 After Issue
$ $
Contributed eqyuity 1,602,623 25,523,823
Number of Shares $
Adjustments arising in the preparation of the pro-forma
contributed equity balance are summarised as follows:
Fully puid ordinury share cupital us at 30 September 2010 55,500,002 1,602,553
Subsequent Events:
Issue of 6,250,000 shares at $0.16 per share to raise $1,000,000 6,250,000 1,000,000
Pro-forma adjustments:
Proceeds from shures issued under this Prospectus 125,000,000 25,000,000
Cuapitdl ruising costs — cush consideration — (1,708,000)
Cuapitdl raising costs — options issued — (370,730)
Pro-formu bulunce 186,750,002 25,623,823
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NOTE 6.
RESERVES
Reviewed
30 September 2010
$
Reviewed reserves balance of Haranga at 30 September 2010
Issue of options to Directors und other purties 240
Foreigh currency trunslution 271
Share bused puyment expense 1912,767
1913,278
As ut the dute of this report, the Group hus the following Options on issue:
Number of Options on Issue Expiry Date Exercise Price Vesting Conditions
1,500,000 1 August 2015 $0.20 Huranga must successfully list on ASX
1,500,000 1 August 2015 $0.20 Harangu share price must reach $0.50
1,600,000 1 August 2015 $0.20 Haranga share price must reach $1.00
5,500,000 30 April 2015 $0.20 Nil
18,500,000 30 April 2015 $0.20 Nil

Using the Binomiul und Trinomiul option vuluution mMethodoloyies, the fuir value of the 28,500,000 options on issue
wus culculated. The following inputs were used:

Input Tranche 1 Tranche 2 Tranche 3 Tranche 4 Tranche 5
Number of Options 1,500,000 1,500,000 1,500,000 5,500,000 18,500,000
Model used Binomiul Trinomiul Trinomiul Binomiul Binomiul
Vesting Condition Harangu must Share price Share price nil nil

successfully list must reach must reach

on the ASX $0.50 $1.00

Shure Price $0.10 $0.10 $0.10 $0.10 $0.10
Exercise price $0.20 $0.20 $0.20 $0.20 $0.20
Expected volutility 100% 100% 100% 100% 100%
Life of options 5 yeurs 5 yeurs 5 yeurs 5yeurs 5yeurs
Expected dividends nil nil nil nil nil
Risk free interest rute 4.89% 4.89% 4.89% 4.89% 4.89%
Vdlue per Option $0.06740 $0.06662 $0.06267 $0.06740 $0.06740
Totul vulue of Options $101,100 $§99,930 $94,005 $§370,730 $1,247,002

The value of these options is culculated to be $1,912,767 in total.

NOTE 7.
RELATED PARTY DISCLOSURES

At the dute of the report ho muteriul trunsactions with reluted purties und directors interests exist that we ure
awure of, other than those disclosed in the prospectus.

NOTE 8.
COMMITMENTS AND CONTINGENCIES

At the dute of the report no muterial commitments or contingent liabilities exist that we are aware of, other thun
those disclosed in the prospectus.
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Mongolia’s Political Structure

Beyinning with the pussuyge of its constitution on 12 Februury 1992, Monyoliu becume un independent
and sovereigh republic. In uddition fo u humber of fundumentul changes, the leyislative branch wus
restructured thereby creuting u unicamerdl leyislature humed the State Greut Hurul (Parliament).

As the supreme government body, the Parliument is empowered to enuct and uamend laws, determine
domestic and foreign policy, ratify intfernational agreements, und declare u state of emergency. The
Parliument meets semi-annudlly for three four-month sessions. Parliument members elect a chairmun and
vice-chuirmun who serve four-year terms. Parliument members are popularly elected by district for four-
yedar ferms.

The President is the heud of stute, commuander-in-chief of the armed forces, und heud of the Nutionul
Security Council. He or she is popularly elected by a national majority for a four year term and limited to
two terms. The constitution empowers the President to propose u Prime Minister, cull for the Government'’s
dissolution in consultation with the Parliument’s chairman, initiate leyislation, veto dll or parts of leyislation
(the Parliument cun override the veto with a two thirds mdajority), and issue decrees, which become
effective with the Prime Minhister’s sighature.

The Government, heuded by the Prime Minister, hus u four-year term. The Prime Minister is hominated by
the President und confirmed by the Parliament. Under constitutionul changes mude in 2001, the President
is reyuired to hominaute the prime ministeriul candidate proposed by u purty or coulition with a mujority
of members of the Parliument. The Prime Minister chooses u cabinet, subject to Parliament’s upproval and
currently hus two Deputy Prime Ministers. Dissolution of the Government occurs upon the Prime Minister’s
resighation, simultaneous resignution of hulf the cubinet, or ufter u Parliumentary vote for dissolution.

Locul hurdls (legislatures) and their governhors are elected by the 18 Aymuagys (provinces) plus the capital,
Ulaunbaatar, and cities of Daurhun und Erdenet. Administrative units are further broken down into soum
(county) leyislatures und their respective governors.

Minerals Sector in Mongolia

The minerul resource sector is Mongoliu’s lurgest industry with significant deposits of fluorspar, uranium,
copyper, gold, und coul. At present there are humerous foreign invested compunies or joint venture
operations producing copper concentrate (Erdenet Mine) und gold dore (Boroo Gold Compuny).

The mineruls sector in Mongoliu is governed predominutely by three bodies of law: the 2006 Mineruls Law
of Monyoliu (Minerals Law), the Nucleur Energy Law und the Subsoil Luw. In the cuse of iron ore mining,
the Minerdls Law governs the entire life cycle of u minerdls deposit from licensing through exploration,
development, mining und mine closure. While u much older law, the Subsoil Law, regulutes the
construction of mining support and process fucilities.

Administration of mineruls leygislation and mining uctivity in Mongolid is largely the responsibility of the
Minerals Resource Authority (MRA) which together with the Petroleum Authority falls under the Ministry of
Mineraul Resources und Energy (MMRE).

Minerals Licensing

All mineruls exploration and exploitation, with the exception of common construction material, must be
conhducted under u licence issued by MRA (licences to conduct exploration und exploitation of uranium
dre issued sepurutely by the Nucleur Energy Authority in uccordunce with the Nucleudr Enerygy Law).
Under the Mineruls Law, two sepurate licences dare issued by MRA whereby the rights to conduct mineral
exploration over u licenced dreu are sepurated from the rights to mine/exploit. In edach cuse, exploration
(denhoted us un X licence) und Mining (denoted us un A licence), the licence-holder must (i) be u
reyistered Mongoliun leygul entity (generdlly a private limited liability company), und (i) puy unnuul fees
with respect to euch hecture of licenced lund.

An exploration licence is yranted through public tender for an initiul period of three years and is
renewuble for two (2) three yeur periods for u total period of nine yedurs. At the end of hine yeurs, an
explorution licence must be converted from un exploration licence intfo u Mining licence or returned to
the Stute.
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An exploration licence holder must (i) sutisfy annual expenditure requirements outlined in the Minerals
Law so us to maintuin its right fo conduct exploration activities in the licensed aredq, (i) prepure unnuul
explorution uctivities reports, (iii) obtuin upprovul of un environmentul protection plan on euch three
yedur renewdl period, monitor its exploration uctivities in uccordunce with its environmentul protection
plan and report yearly on its compliance with the sume, and (iv) puy u yeurly reclumation bond to the
soum administration,

Conversion of Exploration Licences

The Mineruls Law provides the exploration licence holder un exclusive right to upply for u mining licence
over the licensed areu it previously explored under un exploration licence. The conversion from an
exploration licence to u Mining licence reqyuires that the exploration licence submit, inter ulia, u pro
formu upplication to MRA together with certuin fees, a summary of its qualification (personnel mostly) to
conhduct mining operations in the former exploration licensed aureau aund approval of the Minerals reserve
estimute by the Mineruls Professionul Council (un ud-hoc council under the MMRE).

MRA reviews the upplicution, und if ull mutters are in order, the exploration licence is converted o u
mininy licence. The initiul tferm of u Mininy licence is thirty yeaurs (extenduble for fwo udditionul twenty
yeur periods where the mininyg licence-holder hus no serious incidents of environmentadl violations and
the minerul reserve supports the extension). Within sixty duys of beiny issued the mining licence, the
mining licence holder must submit u feusibility study for the mining licensed areu to MRA.

In uccordunce with the Subsoil Law, the minihy licence holder must commence use of the mininy
licence within three yeurs. The holder is eligible in accordunce with the terms of the Mineruls Law to
execute u pre mining ugreement that dllows it a three yeur period (while paying reduced licence fees)
to prepure for commencement of commerciul mining operations. During the pre mining period, the
mininy licence holder is requirement to obtain a wide variety of permits for construction, water use,
settlement relocution, communicutions, und chemiculs.

Prior to commencement of mininy uctivities, the mining licence holder is required to obtuin final
dpprovul of un ud hoc committee whose members ure jointly uppointed by MMRE, the Ministry of Roud,
Transportation, Construction and Urbun Development and the Ministry of Nature and Tourism.

Pre-Mining Agreements

After a minerdl reserve hus been defined und recorded, un exploration licence holder may upply to
MRA for u pre-mining ugreement. During the term of this agreement, which may not exceed three yedars,
Monhgyoliun-luw compliant final feusibility studies must be completed, mine facilities must be developed,
and the mine must be brought into production.

Reserves

In Monyoliu, the tonnhuye und yrude of u minerul reserve thut hus been defined by explorution uctivities
must be recorded in officiul urchives. Under the 2006 Mineruls Luw, u mininy licence holder must extruct
dll of the mineral reserves that are within the licence dred. The purpose of this provision is to prevent
“high-grading”, but the net effect is to mandute mining practices that are hot hecessarily consistent with
pructices in countries where free murket principles prevuil und the concept of mining minerul reserves
onh un economicudlly viuble busis is recoyhized und understood. It is uncleur whut consequences, if uny,
muy follow from hon-compliunce with this provision.

Sales and Transfers of Exploration Licences and Mining Licences

In auccordunce with the 2006 Minerals Law, the holder of un exploration licence may hot sell the licence
itself. The holder may, however, sell the underlying “original muteriuls und reports on prospecting und
exploration work” (Licence Area Data) in respect of the licence. Upon completion of the sale of the
Licence Areu Dutu, und puyment of applicuble tuxes (evidenced by u document showing payment of
such tux), the holder muy frunsfer the licence, but for no considerution. In uccordunce with the 2006
Mineradls Law, the holder of a minhiny licence may not sell the licence itself. The holder may, however, sell
“the mine, fogether with its machinery, equipment and documents” that is locuted within the relevant
licence areu, Upoh completion of the sule of the mine, and puyment of upplicuble tuxes (evidenced by
u document showing puyment of such tux), the holder may transfer the licence, but for no consideration.
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Land Tenure

Land tenhure in Mongyoliu is divided into: (i) owhership rights; (ii) possession rights; und (i) use rights.

Only Monhgoliun citizens cun owh land. Mongolian citizens, organisutions und legal entities that are

not deemed to be u business entity with foreign investment (BEFI) ure entitled to possess lund, which
entitles them to pledye their interest und to transfer und/or leuse it, ull subject to upproval by relevant
authorities. BEFIs muy only ucquire use rights over lund, which may hot be frunsferred, pledyged or leused.
Land possession and land use rights are evidenced by certificutes issued by the locul government
authority in the city, uimuy (province) or soum (district) in which the relevant property is locuted.

Such certificutes dure issued in conjunction with u document thut provides for the term of the lund
possession or lund use rights und the requirements for muintaining such rights in good stunding, most
notubly the payment of recurring fees to the locul government (fogether u Land Use Certificate). To
ehyguge in mining activities the licence holder, if it is a BEFI, must acyuire land use rights to the relevant
lund ured. Under the Land Luw of Monyoliu enacted on 7 June 2002 (the Land Law), lund use rights cun
be graunted for u period of up to sixty (60) yeurs, ulthough in practice Lund Use Certificutes ure typicully
issued for shorter terms. The Lund Law provides that renewdls may be made once or more than once,
but that the muximum term of uny renewul may not exceed u period of forty (40) yeurs.

The Foreign Investment Law of Monhyoliu enacted on 10 May 1993, und umended 29 Muy 2008,
(Mongoliu’s Foreign Investment Law) further provides, in respect of BEFIs, thaut such renewdls may hot

be mude more than once. Land Use Certificutes are issued for u specific number of yeurs und for u
specific purpose stuted in the relevant lund use ugreement, and are usudlly renewuble if the holder has
complied with relevant requirements.

Land possession und lund use rights ure subject to revocution by the issuing uuthority if the holder fuils to
comply with (i) upplicuble provisions of the Lund Law, (ii) the terms of the relevant Land Use Certificute
(Mmost notubly failure to Make timely payment of recurring land use fees), or (i) upplicuble environmental
protection obligations.

While the law provides for u public reyistry where purties should be uble to confirm the current status

of u Lund Use Certificute, in practice this reyistry is not used. It is, however, sometimes possible to

obtuin written confirmation from the relevant regionul issuing authorifies us to the current stutus of u
specific Land Use Certificute. A mining licence is not u redl property interest und does hot convey either
land possession or lund use rights to the holder. A mining licence holder must enfer into either u lund
possession or land use ugreement with relevant lund owners, possessors, or the governing authorities of
soums und districts und obtuin the Land Use Certificute.

An explorution licence is ulso not u redl property interest und does not convey either lund possession or
land use rights to the holder. It is not clear whether an exploration licence holder must obtain a Land Use
Certificate before conducting minerals exploration activities. The 2006 Minerals Law does not specifically
provide that such holders must obtuin such Land Use Cerfificates.

Investment Agreements

A mining licence holder that invests u certain threshold amount over the first five years of a mining
project may upply to the Government to enter intfo un investment ugreement. The purpose of the
investment agreement is to stubilize the legul regime (primarily in regards to taxation), gudarantees with
regard to the selling of mineradl products und the right to receive and dispose of income from such sules.
The term of euch Investment Agreement will depend on the amount of the five yeur commitment us
follows:

Minimum Investment (US$) Term
50 million 10 years
100 million 15 yeurs

300 million 30 yeurs
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Recently lIvanhoe Minhes Ltd und Rio Tinto Ltd, holders of the mining rights to the world class Oyu
Tolygoi (OT) copper deposit concluded heyotiutions on u thirty year investment ugreement with the
Government. The OT investment agreement is seen us a positive sign that Mongolia is increasingly
opehiny its substantial minerals wedalth to foreigh investment,

10.3 Mineral Deposits of Strategic Importance and State Participation

The Mineruls Law defines u certuin cuteyory of mineral deposits (irrespective of mineral type) us beiny of
strateyic importance. Article 4.1.11 of the Minerals Law defines u strategically importunt mineral deposit
as “a deposit whose scope muy have u potential impact on hational security, economic und socidl
development of the country at the hationul and regiondal levels or that is producing or hus a potential

of producing more thun five (6) percent of totul Gross Domestic Product in a given year”, Where the
Government determines that the minerdl deposit is of strategic importunce, the Stute is entitled u tuke

a percentuyge of the shares of the mining licence-holding compuny. The shared participation in the
mining licence holding compuny that exploits a mineral deposit of strateygic importunce cun be up to
34% of the shares where the State has hot undertuken exploration with State funds in the mineral deposit
ared, or up to 50% of the shares where the State has used State funds onh exploration in the mineral
deposit ureu,

At present there ure upproximutely fiffeen mineral deposits thut huve been defined us beiny of struteyic
importunce (Strategic Deposits List) fogether with un additional thirty-nine mineral deposits which
have the potentiul of beiny udded to the struteyic importunce mineral deposit list. Since 2007, ho hew
minerul deposits huve been udded to the Struteyic Deposits List.

10.4 Environmental Legislation

The environmentdl legislution of Mongolida is lurgely comprised of the Law of Mongolia on Environmental
Protection (Environmental Protection Law) und the Luw of Mongoliu on Environmental Impuct
Assessments (EIA Law). The Environmentul Protection Law is the primary luw reguluting relations between
the Stute, citizens, business entities und orgunizations in order to yuurantee the humun right to live in a
healthy and sufe environment, the ecologicul bulunce between sociul und economic development,
the protection of the environment for present und future generations, the proper use of hatural resources
and the restorution of avuiluble resources. Alternatively, the EIA Law regulutes relations that arise in
connhection with the protection of the environment, prevention of ecoloyical misbulance, use of naturdl
resources, ussessment of environmental impact und decision muking at the start of projects.

All exploration licence holders must prepure un environmental protection plan, and report yearly

to the MRA dbout its compliance with that plan, Additiondlly the licence holder is required to puay
50% of its yeurly environmental reclumution budyet (Bond) to the soum administrative. The Minheruls
Law ullows the soum administration to use the Bond for reclumation in the event the licence holder
does hot undertuke reclumation in the licensed ureu us reyuired by the luw und the licence holder’s
environmentul protection plun.

All mininy projects undertaken in Mohyoliu ure required to conduct u detuiled environmentul impuct
assessment (DEIA) uccording to the standuards set forth in the EIA Law. The DEIA, us upproved by the
Ministry of Nuture und Tourism, must be submitted to the mining commissioning committee prior to
commencement of commerciul production. Additiondlly, a mininy licence holder is reyuired to prepure
an environmentul protection plun und report yeurly on its compliunce with the terms of this plan. As with
an exploration licence, u mining licence holder must puy u 50% Bond to the state central authority. In
the event the mininy licence holder does not properly conduct reclumation uctivities, the Mineruls Law
dllows the State to undertuke those activities from the yedarly Bond.

The 2006 Minerals Luw also provides for the following administrative sunctions that may be levied against
licence holders found in violution of environmental protection obligutions:
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(@) MNT500,000 - 1,000,000 fine for fuilure to comply with leygitimute requirements imposed by un
authorised Mohgyoliun state inspector regarding the elimination of deficiencies discovered in the
course of un inspection;

(b) inthe event ulicence holder contfinues to be in violution of the EPL or the 2006 Mineruls Law, the
exploration and mining uctivities of the licence holder shall be suspended for up to two months,
and if the deficiencies are not eliminated within this period, the relevant minerdls licence muy be
revoked; und

(©) if umining licence holder causes serious dumage to the environment, fauna, or humun heulth
by fdiling to implement sufety rules or u technoloyicul regime while using toxic substances for its
operations, its licence shull be revoked und ho licence shull be issued to such holder for twenty
yedars,

Law Prohibiting the Exploration and Mining of Minerals from the Start of a River
Source, and the Protection of the Water, Land and Wood Reservoir Areas (Water
Basin Law)

In July 2009, Mongyoliu’s Purliument pussed the Water Busin Law which attempts to prohibit mineral
exploration and/or mining in river busins and forested areas. According to the terms of the Water
Busin Luw, the Government must define what it determines to be a “wdater busin” and “forested
areus.” As yet the Government hus hot mude this determination. According to the terms of the law,
existing exploration and mining licences in those areus will be revoked and the licence holder will be
compehnsuted.

Mongolian Laws and Regulations Relating to Labour, Health and Safety

The Mongolian Labour Law (1999) (Labour Law) und the Labour Safety and Sanitary Law (2008) (Labour
Safety Law) contuin provisions of general applicution in relution to lubour, hedlth and sufety.

Labour leyislation in Mongyoliu includes the Luaw on Setting up a Minimum Lubour Wuye (1998) uccording
to which the Government (Cubinet) shall set the minimum wage bused on comments provided by

the national organization that would represent the interest of the employers und dll the workers. The
minimum wuge shull be renewed ut leust once u yeur,

The Labour Law provides provisions regurding collective burguining, terminution, overtime and holiday
pay us well as minimum working conditions und heulth und sufety stundards. An employer is responsible
for mauintaining u safe working environment that meets applicable safety und sunitation requirements.
Furthermore, if the hature of an employee’s work so reqyuires, the employer must provide special work
gurments und urrange for such employees to receive regular, preventutive hedlth examinations related
to their work. Mining compunies must credate u special department, or uppoint un officer, dedicuted to
overseeiny mutters of sufety and sanitation.

If a compuny’s uctivities are proven to have an adverse impuct on the heulth und sufety of ifs
employees, the State Professional Inspection Agency of Monyoliu or other authorised official may tuke
steps to force the compuny to remedy the breuches. If the compuny fuils to remedy such breuches,

it muy be ordered to wholly or purtiully suspend business uctivities until the sufety and sunitution
requirements ure sutisfied. Additionully, fuiling to comply with sufety und sunitation regulations, causing
or conceuling un industriul accident, or fuiling to pay requisite compensation for un industriul accident,
may result in the imposition of udministrative fines. In extreme cuses, criminul sunctions may be imposed
for violuting the upplicuble Lubour Luw provisions.

A mining licence holder must curry out activities that ensure (i) safety for the citizens of the relevant soum
or district und (i) lubour safety und proper sunitary conditions for its employees. The licence holder must
dlso submit un annual report on sufety to the Stute Professional Inspection Agyency und MRA. If u licehce
holder is found to huve continuully violuted mininy operaution sufety regulutions, its licence(s) muy be
suspended by u Stute inspector for up to fwo months, und if the deficiencies ure not eliminuted within
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this period, the licence(s) muy be revoked.

If a mining licence holder causes serious dumuge to human hedlth through fdilure to implement saufety
rules und uppropriute technicul standurds while using toxic chemicals and substunces, its licence may
be revoked und no hew licence issued for u period of up to twenty years. Criminal sunctions may ulso be
imposed in extreme cuses for violuting the heulth und sufety provisions of the 2006 Minerals Law.

The Law on Working Abroud und Accepting Workers and Specidlists from Abroud was adopted on 12
April 2001. The purpose of the Law is to govern and protect the rights of Mongolian citizens beiny sent
abroud us well us foreigh citizens beinyg employed in Mongoliu.

It detdils the general working conditions of foreign citizehs when working in Mongolia, and states that the
compuny shall puy u fee equul to two times the minimum Monthly wage when hiring u foreign citizen.
Further, u licence holder is obliged to employ the citizens of Monyoliu und only up to u muximum of 10
percent of the employees muy be foreign citizens. If the humber of foreigh citizens employed exceeds 10
percent, the licence holder shall puy 10 times the minimum monthly sulary for euch foreign citizen euch
month.

10.7 Taxes and Royalties
Tax Laws

Mongoliu does hot have u comprehensive tux code, but rather relies oh u group of individual laws

that regulute the tuxation of compuny income, yoods und services. With regurd to minerals resource
compunies, the Corporate Tux Law, the Vulue Added Tux Luw und Luw on the Tux of Some Commodities
dre the most relevunt laws.

Corporate Tax Law

The income tux rutes upplicuble to u Monygoliun compuny ure 10% on the first three billion MNT und
25% on umounts in excess of this umount. In September 2009, Purliument pussed un umendment to the
Corporute Tux Luw that dllows for loss-curry forwurd periods of four to eight years which is double the
previous provision. The luw dllows for a range of deductible expenses in culculating tuxable income.
Additionully, 10% of invested cupitdl in certuin priority sectors cun be upplied us u credit aguinst other
tuxes puyuble.

Value Added Tax

Mohyoliu imposes u vulue udded tux at u rate of 10% on (with some very limited exceptions) imported
and exported yoods (including some mineruls products), services rendered 1o residents of Mongolia
from outside Mongoliu, und goods sold und services rendered within Mongoliu. As u generdl rule most
exports ure “zero-ruted” (i.e. the VAT rute for exports is 0% und the exporter cun credit vulue udded

tux puid to produce the exports ugainst other taxes puyable). The list of exempted imported goods
generdlly chunyges on un unnudl busis us upproved by the Government.

The Law on Tax of Some Commaodities (Windfall Profits Tax)

The Windfull Profits Tux pussed in May 2006 udded u 68% tux on the sules vulue of copper concentrate
and gold metul over u threshold market price. Parliument repeuled the Windfall Profits Tux for all
purposes effective January 2011,

Minerals Royalties

The Mineruls Law provides for u royulty ut the rute of 5% on the sules value of minerdls with the exception
of domesticully sold coul und common construction mineruls that are sold, shipped for sule, or otherwise
used. The royulty rate for domesticully sold coul und construction minerals is 2.5%.
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Foreign Investment Law

Foreigh investors in Mongoliu ure protected by mauny of its luws most hotubly the Constitution of
Mongyoliu und the Foreigh Investment Law. The Foreigh Investment Law statutorily provides that foreign
investors (those naturdl or leyul persons which huve invested at leust 25% in a Mohyoliun reyistered
compuny) ure entitled, umonyst other things, to wholly or purtially own a Monhygoliaun compuny and to
buy und sell shures of Mongoliun entities in uny sector or ureus of production. As well us this, u foreign
investor hus the right to puarticipute in concession und product shuring for the exploitution of hutural
resources. Additionally the law provides that foreign investors shdll hot receive less favouruble conditions
with regurd to their investment than those uccorded to domestic investors und thut:

(@) o foreignh investment within the territory of Mongolia shall enjoy the legal protection guaranteed by
the Constitution, this law and other leyislation, consistent with those laws and interhational freuties
to which Mongyoliu is u purty;

(b) u foreign investment within the territory of Mongoliu shuall hot be unluwfully expropriuted;

(©) investments of foreign investors muy be expropriuted only for public purposes or interests und
ohly in uccordunce with due process of luw on u hon-discriminutory busis and onh puyment of full
compensution where compensation shall be determined by the value of the expropriated ussets
ut the time of expropriution or public notice of expropriution. Such compensution shall be puid
without delay (unless specified otherwise in un international freuty to which Mongolid is a party);
und

(d) losses suffered by foreign investors due to u state of emergency or war in Mohgoliu shull be freuted
equully with losses suffered by Mohgoliun investors.

Mongolian Laws Relating to Payments for Goods and Services in Local Currency

The hewly enucted Luw of Monhgyoliu oh Implementing Puyments in National Bunknotes provides that (i)
dll posted turiffs aund contracts between two purties within the territory of Mongoliu must be stauted in
MNT; (i) ull payments mude between two purties within the territory of Mongoliu must be mude in MNT;
and (jii) purties within the territory of Mongoliu are prohibited from including un udjustment mechunism
in the terms of u contract that adjusts the agreed MNT price bused oh changes in foreigh exchunyge
rates. The Law of Monhgolia on Implementing Payments in National Banknotes does hot prohibit an
offshore purty and u Mongoliun purty from fransacting in the currency of their choice, nor does the law
prohibit a Mongolian purty from paying into an offshore account or beinyg paid in an offshore account in
foreign currency.

Pendlties for non-compliunce with the Law of Mongolia on Implementing Payments in National
Bunknotes include confiscution of the proceeds of un illegyul puyment by the State, other udministrutive
fines and revocution of u hon-complying business’s operating licence.
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11. SOLICITOR’S REPORT

ELC - Economic & Room 1003, Central Tower Bildg,
[-".-"';',al Consult ancy LLC Sukhbaatar Square 2,
] Sukhbaatar District, 1st Khoroo
Ulaanbaatar, Mongolia

Tel: 976-70118190
Dute: October 27, 2010 Fax: 976-70118191
Website: www.elclawoffice.mn

Bayar Budragchaa
To the Bourd of Directors Mobile: 976-88118193

Hurangu Resources Limited
Re: Solicitor’s Report on Tenements
Dear Bourd,

Economic und Leyul Consultuncy LLC (ELC) hus been enguyged to provide u report for inclusion in u prospectus to
be issued by Hurungu Resources Limited (ABN 83 141 128 841) (Haranga Resources or Company) for the offer of
125,000,000 fully puid ordinury shures in the cupitul of the Compuny (Share) ut un issue price of 20 cents euch to
raise $25,000,000 on or about 9 November 2010 (Prospectus).

The Compuny reports thut it has entered into certain contructuul urrungements reluted to exploration tenements
und minerdl rights in Mongoliu (Tenements). A schedule of the Tenements is uttfuched to und forms purt of this
report (Schedule). The Schedule contuins u list of the Tenements.

Where indicuted in the report, “to the best of our khnowledge” indicutes thut ho independent sources of
information came to our uttention indicating u contrary finding.

ELC prepured this report on the busis of the due diligence undertuken. In dll cuses, un uttempt wus mude to
obtuin the originul documents for evuluaution. ELC ussumed that ull Compuny employees und officers guve
fruthful statements in good fuith, that all individuals material to the investigution were of legyul uge und cupucity
and that dll sighatures on documents material to the investigation were genuine.

The nuture and scope of the informution in this report have been determined on the busis of uvdildubility of
reluted documents und muteriuls provided by the Compuny. This opihion does hot purport to disclose ull muterial
information concernhing the Compuny.

On the busis of the Tenement searches conducted by ELC lawyers in Mongolia, on behulf of the Compuny at the
relevant government departments in Mongolia, the information set out below provides un accurate stutement us
to the stutus of the Tenements at the date the relevant searches were obtuined.

1. MONGOLIAN TENEMENTS
1.1. Iniroduction
This Solicitor’s Report relutes to:
(@) A brief summary of the luws upplying to the Tehements in Mongolid; and
(b) Detuils of the Tenements.

On the busis of the seurches of the reyisters and records muintained in Monhgoliu by the Mineruals
Resources Authority of Mongolia (MRA) conducted by its Monygoliun luwyers on behulf of the Compuny,
the informution set out below provides un uccurate stutement us to the status of the Tenements as ut 25
October 2010.

The system of upplicution, grunt and tenure of Mining interests in Monyoliu is different in substunce

and detuil from the system that applies in Australia and this Solicitor’s Report does not purport to be un
exhaustive review of ull laws that may upply to the Compuny in Mongoliu. This Solicitor’s Report relutes
only to the laws in force in Mongolia at the date of this Solicitor’s Report with respect to the Tenements.

1.2. Relevant Mongolian Laws

Set out below is u summary of the busic structure of the Mongoliun legul system relevant to the
Tenements. For more detuiled information on the Mongyoliun legul system pleuse refer o Section 10 of
the Prospectus.
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(@) The Constitution

( The Constitution of Monyoliu (Constitution) wus udopted on 13 Junuary 1992 und went into effect
on 12 Februury 1992,

(i) Chupter 3 of the Constitution sets out the leyislutive und executive structure of the Government of
Monhyoliu, which consists of:

(A) The Leyislature;
(B) The President; und
(© The Government.
(i) Leyislutive power is vested only in the Nutionul Parliument which is the highest body of stute power.
(b) Foreigh Investment Law
()  The Foreign Investment Law (FIL) wus udopted 1 July 1993,

(i)  The purpose of the FIL is o regulute the relutionship between the Stute und foreign investors in
Monhgyoliu, us well us, ensuring property rights, repatriation of profits, intellectual and industrial
property rights and stubility agreements offering foreign investors stability with regard to the legal
und tuxution environment in Mongoliu.

(© Internutional Treuties

(i) Article 10 of the Constitution specifies that Mongolia will honour auny international treaty to which it
is u purty. The intfernutionul freuties to which Mongoliu is u purty become effective upon domestic
ratification.

(i Monyoliu sighed the Convention on the Recoghition und Enforcement of Foreign Arbitral Awards
(ulso known us the New York Convention) on 24 October 1994, und it is currently in force in Mongolia.

(i) The New York Convention upplies to the recoynition and enforcement of arbitral awards mude
in the territory of one stute other than the state where the recoynition and enforcement of such
domestic uwuards in the stute where their recoynition und enforcement is sought.

(iv) Accordingly, the judiciul system of Mongoliu will honour und enforce the urbitral awards made in
uny stute other thun Mohgyoliu including uny underlying decision bused on u substuntive law other
than Mongolian laws',

(d) Mineruls Law of Monhgoliu
(i) The Nutionul Parliument adopted the Revised Minherals Law (MLM) on 8 July 2006.

(i) The purpose und scope of the MLM is to regulute uctivities regarding prospecting, reconnaissunce,
exploration and mining of dll types of minerul resources except water, petroleum, radiouctive
minerals und natural gas within the territory of Mongoliu.

(e Licensing Law of Mongoliu
@ The Licensiny Luw of Monyoliu (Licensing Law) wus udopted on 1 Februury 2001.

(i) Article 15 of the Licensing Law outlines the types of business uctivities to be conducted under a
licence, one of which is the exploration of minerdls. Article 6 of the Licensing Law states that a
licence shdll hot be extended if the terms and conditions under which it was granted have been
violuted. As such, u compuny could fuce the possibility of beihg denied extension of their minerals
licence, und therefore lose the licence, if uny of the requirements (i.e. reporting, filihg environmentaul
pluns) under the MLM have not been met.

"Monhyoliu hus incorporuted d reservation to the application of the New York Convention us aupplying only to commerciul disputes. In regards to this
Mongoliun reservation, un urbitrator (or punel) could determine on chullenge by the Stute, prior to ullowing the urbitration to proceed, whether the
mutter under review is u commerciul mutter under the laws of Mongoliu (namely to Civil Code). If this were not done ut the time of urbitration, it is possible
thut upon the execution of levy of the urbitral award by the licence holder in Civil Court, MRA could chullenge the arbitral award. The Civil Court would
be reyuired to muke its own determination on whether the mutter qualified under the Civil Code us u commerciul mutter. If the Civil Court found thut
such u mutter wus not commerciul, the Court could refuse to execute u levy of the urbitrul awurd. The yrunting und muintaining of mineruls licences is
regurded us un udministrative action under MLM.
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(i) Article 13.1 of the Licensing Law outlines the ground for suspension of the mineruls licence for up to
3 months. The mineruls licence could be suspended if uny of terms, conditions und requirements
of the licence hus been violuted. A licence holder should tuke meusures o ensure the elimination
of violution in u period of suspension, und if hot, there is the possibility of revocution of the minerals
licence (Licensiny Law, 14.1.5).

®  Compuny Luw in Monhgoliu
() The Compuny Law of Monyolia (CLM) wus udopted on 2 July 1999,

(i)  The purpose of the CLM is to reyulute the estublishment, reyistrution und reorgunization of
U compuny, its munugement und orgunisational structure, the rights and obligations of its
shareholders und its control and liquidation.

(i) All compunies operuting within the territory of Mongoliu, without regurd to their ownership, the size
of their properties, the amount of their production or their internal organization, shall be subject to
the CLM unless otherwise provided in the CLM or other upplicuble luws of Mongoliu.

(¢) Lund Law of Mongoliu
@) Lund Law of Monyoliu (Lund Law) wus adopted on 7 June 2002.

(i)  The Lund Law ullows stute und locul governments to set uside lund us speciul purpose lands
(Special Purpose Designation). In addition to the Land Law, the MLM allows for Special Purpose
Designation us it relutes to lunds covered under minerdls licences. In such u cuse, the MLM reyuires
thut the State or locul udministrution resolving to set uside lund dlreudy covered by u mineruls
licence must puy compensution und thut Special Purpose Desighution must be made for no less
than five (6) yeurs.

2. CONSENTS

This Solicitor’s Report is provided solely for the benefit of the Compuny and the directors of the Compuny in
connhection with the issue of the Prospectus and is hot to be relied on or disclosed to uny other person or used
for any other purpose or yuoted or referred to in any public document without prior written consent.

Economic und Legul Consultuncy LLC cohsents to being humed in the Prospectus us the uuthors of this
Solicitor’'s Report.

Economic und Leyul Consultuncy LLC hus given, und haus hot before the lodyement of this Prospectus,
withdrawn its consent to the inclusion of this Solicitor’s Report in the Prospectus.

3. DISCLOSURE OF INTEREST

Economic und Leyul Consultuncy LLC will be puid hormul und professionul fees for the preparation of this
Solicitor’s Report und reluted matters, us set out elsewhere in the Prospectus.
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Bayar Budragchaa

Governing Parther, ELC LLC

Suite 1003, Centrul Tower,
Sukhbuautar Syuure 02,
Sukhbuatar District, Ulaunbaatar,
201620u, Mongoliu

Phone: 97670118190, 976 7011 8192
Fux: 9767011 8191
Mobile: 976 8811 8193
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12. RISK FACTORS

12.1 Infroduction

An investment in the Compuny is hot risk free und prospective hew investors should consider the risk fuctors
described below, fogether with informaution contuined elsewhere in this Prospectus, before deciding whether
to upply for Shares.

The following is hot intended to be un exhuaustive list of the risk fuctors to which the Compuany is exposed.

12.2 Risks Specific to the Company and its Projects
(a) Limited History of the Company and its Projects

The ugreements entered into by the Compuny in relution to the exploration permits und exploration
cluims in which the Compuny hus an inferest (Tenements) ure at various stuyes of exploration,

und potentiul investors should understund thut iron ore exploration und development are high-risk
undertukings. None of the Tenements currently have a Minerul Resource.

There cun be ho ussurunce that exploration of the Tenements, or uny other tenements that may be
acyuired in the future, will result in the discovery of an economic ore deposit or JORC Code resource
clussificution. Little exploration hus tuken place on the Compuny’s Monhyolian projects. Further
explorution is required to determine whether the Compuny’s projects contuin uny economicudlly viable
minerdl deposits. Even if an appurently viuble deposit is identified, there is no yuarantee that it cun
be economicully exploited.

The prospects of the Compuny must be considered in light of the risks, expenses und difficulties
frequently encountered by compunies in their early stuge of development, particulurly in the
mineral exploration sector which has a high level of inherent uncertuinty.

(b) Exploration Target Estimates

Exploration targets and other estimates of iron ore occurrences, including those contained in this
Prospectus, ure expressions of judgment bused on knowledye, experience und industry practice.
Often these estimutes were uppropriute whenh made but may chunge significuntly when new
information becomes avdiluble. There are risks ussociuted with such estimates, including that iron
ore mined muy be of u different yuaulity, fonnage or strip ratio from the estimates. Explorution turyet
estimutes ure necessurily imprecise und depend to some extent upon interpretations, which may
ultimutely prove to be inaccurute und reyuire udjustment.

(c) No JORC Compliant Resource

No project that the Compuny hus un interest in has a JORC resource. Further exploration is required to
determine the extent of the Compuny’s viable minerul deposits.

There cun be ho ussurance that exploration of the Tenements, or any other tenements that may be
acyuired by the Compuany in the future, will result in the discovery of a JORC Code compliunt resource.

(d) Operating Risks

The current and future operutions of the Compuny, including exploration, appruisul und possible
production activities may be uffected by d ranyge of factors.

The Compuny’s Monhgoliun projects will be subject to extreme climutic conditions which restrict the
period within which exploration, appraisal and possibly production uctivities muay tuke place and may
dlso place Compuny personnel dt risk if exposed to these extreme conditions.

Mongoliu hus u foreigh worker quotu system thut muy muke it difficult to hire quulified personul even
where locul munpower is unuvuiluble.

A summuary of factors that may uffect the operations of the Compuny, include:
() yeoloyicul conditions;

(i) ulterutions to joint venture proyrums und budyets;
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(i) ununticiputed operationul und technicul difficulties encountered in ygeophysicul surveys,
drilling aund production activities;

(iv) mechunicul fdilure of operuting plant and eyuipment, industrial and environmentul accidents,
acts of terrorism or politicul or civil unrest und other force mujeure events;

(v) industriul auction, disputation or disruptions;

(vi) unuvdilubility of dircraft or drilling eqyuipment to undertuke dirborne electromugnetic and
other geoloyicul und yeophysicul investigutions;

(vii) unhexpected shortuges or increuses in the costs of consumables, spure parts, plant und
eyuipment;

(viii) prevention or restriction of access by reuson of political unrest, outbreduk of hostilities, and
inubility to obtain consents or aupprovals;

(ix) current explorution operutions und future mine development of the fenements ure subject to
the Compuny’s ubility to obtuin u wide runge of permits, licences, und upprovuls und there is
no yudruntee thut such permits, licences und upprovuls will be grunted or will be yrunted in u
timely mutter;

(xX) udvancement of the exploration operations to mine development can be d lengthy process
tuking o humber of years where the Compuny’s projects muy be subject to new laws,
regulations, und tuxes which muy have a muterial impuct on the Compuny; und

(xi) restriction of uccess to infrastructure by Russiun, Chinese or Mohgolian authorifies.

The Company is experiencing a period of rapid growth and may not be able to manage its
growth effectively.

The Compuny is experiencing u period of rapid growth und expunsion thut will place significunt
demunds on manugement personnel, systems und resources. To uccommodute this growth, the
Compuny muy heed to implement u vuriety of hew und upyruded operutionul und financiadl
systems, procedures und conhtrols, including the improvement of accounting und other internal
maunugement systems, dll of which would reyuire substantiul munagement effort and significant
udditionul expenditures. There can be ho ussurance that the Compuny will be uble to munage
its growth effectively, and fdilure to do so muy have a materiaul adverse effect on the business,
prospects, finunciul condition and results of operations.

Sovereign and Political Risks Associated with Operating in Mongolia

The Compuny holds un interest in (or a right o earn un interest in) u humber of projects in Mongolia.
As set out in Sections 8 und 11, the Compuny has un interest in projects in a youny democrutic
country which is experiencing u frunsition to u murket economy which presents u certuin level of
uncertainty and risk.

As set out under Section 10, the Mongoliun Parliament hus previously puassed laws that may

restrict or limit the Compuny’s operations or muke them uneconomic. These include the laws

that impose the right to participute in ‘mineral deposits of strateyic importance’. Should the
Compuny’s exploration uctivities leud to un economicully viuble minerul deposit, there is G risk that
the Mongoliun Stute muay seek to ucqyuire un interest in those deposits. Furthermore, there is u risk
that the Mongolian Parliament may attempt to pass further laws that may prejudicidlly uffect the
Compuny’s operautions.

More generdl risks include economic, sociul or politicul instubility or chanye, hyperinflution,
currency honh-convertibility or instubility and chunges of luw uffecting foreign ownership,
government participution, taxation, working conditions, rates of exchunyge, exchunyge control,
explorution licensinyg, export duties, reputriation of income or return of capitdl, environmentul
protection, mine sufety, labour relutions us well us government control over mineral properties or
government regulutions thut require the employment of locul stuff or contrauctors or require other
benefits to be provided to locul residents.
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(9) Legal Risks Associated with Operating in Mongolia

The Compuny’s Monyoliun operautions ure subject to the jurisdiction of Monhyoliu’s courts. The legul
system operuting in Mohgoliu is developing which may result in risks such us:

(i) political difficulties in obtuining effective legul redress in the courts whether in respect of u breuch
of law or regulation, or in un ownership dispute;

(i) u higher degree of discretion on the part of governmental ugencies;

(i) the luck of politicul or audministrative guidunce on implementing upplicable rules und regulutions
including, in purticular, us regurds locul tuxation und projperty rights; or

(iv) inconsistencies or conflicts between und within various luws, reguldations, decrees, orders und
resolutions.

The commitment to locul business people, yovernment officidls und aygencies und the judiciul

system to ubide by legal regyuirements und heyotiuted agreements may be more uncertuin, credting
purticular concerns with respect to licences und ugreements for business. These may be susceptible
to revision or cuncellution und leyul redress may be uncertuin or deluyed. There cun be ho ussurunce
that the licences and other legul arrangements will not be adversely uffected by the actions of the
government authorities or others und the effectiveness of un enforcement of such urrangements
cunnhot be ussured.

In the cuse where the Compuny disputes the actions of the Stute with regurd to its Tenements, it is
unlikely that the Compuny would be successful in raising a claim in Australian courts for reusons of
comity or the doctrine of sovereigh immunity.

(h) Title Risks Associated with the Mongolian Projects

As hoted in Sections 10, 11 und 13, there ure u humber of conditions that the Compuny must sutisfy
with respect to the Mohgoliun licences it has an interest in, including minimum expenditure and unnhudl
reporting requirements to keep the Compuny’s Mohgolian licences in good standing. There is d risk
that the Compuny may hot be uble to sutisfy these requirements, in which cuse the Compuny muy
forfeit fitle fo those licences.

Licences dre dlso subject to periodic renewdl and may only be renewed u limited humber of times for
u limited period of time. While the Compuny unticiputes that such renewdls will be given us und when
sought, there can be no ussurance that these renewdls will be given us u matter of course und that
new conditions will hot be imposed in connection therewith.

Furthermore, the Compuny will require mining licences und permits to mine in order to conduct mininy
operations in Monyoliu, There cun be ho ussurance, however, that such licences und permits will be
obtuined on terms fuvouruble to the Compuny or ut all for the Compuny’s future infended mining und/
or exploration targets in Monhyolia.,

Specificully the Compuny notes the following with respect o its Mongoliun licences:

(i) if the Compuny fdils to muke the puyment of the ohyoiny considerution detuiled in the
cooperation ugreement between the Compuny und Geotruss LLC (this ugreement is detuiled
in Section 13.1 of the Prospectus), there is u risk that the Compuny may be in breuch of this
agreement und muy have to return its 60% interest in the five (5) exploration licences 11334X,
11335X, 11336X, 11337X und 11338X to Geotruss LLC und the Compuny will no lonyer have un
intferest in these licences;

(i) if the Compuny fdils to mauke the puyment of the ohyoiny considerution detdiled in the
cooperution ugreement between the Compuny und Orchlon Ord LLC (this ugreement is detuiled
in Section 13.2 of the Prospectus), there is u risk that the Company may be in breuch of this
agreement and may have to return its 75% interest in exploration licence 14198X to Orchlon Ord
LLC und the Compuny will no longer have un interest in this licence;

(i)  if the Compuny fuils to muke the puyment of the ongoing consideration detuiled in the
cooperdtion ugreement between the Compuny und Khukh Kharkhiraa LLC (this ugreement is
detuiled in Section 13.3 of the Prospectus), there is a risk that the Company muy be in breach of
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this ugreement und muy huve to return its 100% interest in explorution licence 13867X to Khukh
Kharkhirau LLC und the Compuny will no longer have an interest in this licence;

if the Compuny fuils to muke the puyment of the ohyoinyg considerution detuiled in the
cooperution ugreement between the Compuny und Sumber Erdene Oryil LLC (this ugreement
is detuiled in Section 13.5 of the Prospectus), there is u risk that the Compuny may be in breuch
of this ugreement und may have to return its 75% interest in exploration licence 14568X to
Sumber Erdene Oryil LLC und the Compuny will no longer have an interest in this licence;

deluys in obtdining all necessury upprovals and permits mMay jeopurdise the economic viubility
of u project. As highlighted in Section 11 of the Prospectus, there have beenh no delays in
obtdining uny approval or permits of uny licence in which the Compuny has un interest in;

EL 14198X will need to be renewed prior to 24 September 2011 (dute of grunt was 24 September
2008), EL 13867X will heed to be renewed prior to 9 July 2011 (dute of grant wus 9 July 2008),

EL 13544X will need to be renewed prior o 15 April 2011 (dute of grant wus 15 April 2008), EL
14907X will need to be renewed prior to 15 April 2011 (dute of yrunt wus 15 April 2008) und EL
14568X will need to be renewed prior to 12 December 2011 (dute of yrunt wus 12 December
2008). Accordiny to the provisions of Articles 19.8 und 24.1.4 of the Law on Minerdls of
Mongyoliu, un explorution licence holder hus the right o renew the licence two fimes for un
udditionul three (3) yeur period, i.e. the holder of the relevunt licence cun possess the licence
for up to nine (9) yeurs from the first dute of issuunce of the licence;

dll licence fees have been puid for the year 2010-2011 us reyuired by the Revised Mineruls Law
(MLM). The MLM requires thut licence fees for subseyuent yeurs shull be puyuble unnuully in
advunce, on or before the anniversary dute of the issuunce date of the licence (MLM, Article
34.2). The fuilure to puy the licence fees within the specified period cun be legul grounds for
possible revocution (MLM, Article 56.1.2);

dll necessury environmentul reclamation funds for 2010 huve been puid. If the holder of
the licence fdils to fund the hecessury environmentul reclumation funds, this failure cun be
the legul ground for the suspension of exploration activities for up to fwo (2) months aund the
possibility of revocution of its licence;

dll the explorution pluns for 2010 ure complete und the explorution reports for 2010 huve ull
been filed. The MLM reqyuires that exploration plauns be submitted to MRA within thirty (30) days
after the issue dute of the licence and be submitted within the second yuurter of that year
starting from the second yeur (MLM, Article 48.1.1; Reguldtion of MRA on Receiving Exploration
Work Pluns, 9 September 2009). As u conseyuence of the fuilure to submit the necessury
exploration pluns, un administrative penalty cun be imposed on the licence holder (MLM,
Article 66.1.2);

the environmentdl protection plans have been filed. The fdilure to develop aund submit the
environmentdl plun and report can be legul grounds for the suspension of exploration uctivities
for up to two (2) months und the possibility of revocution of those licences;

there are no reyistered pledyes with MRA oh the licences us of 25 October 2010; und

uccordinyg to the cudastral reyistry, hone of the licences overlap with special purposes
designhution ureus und stute speciul protection ureus.

Uncertainties Regarding VAT Reimbursement and Possible Revisions to the Mongolian Royalty
Fee System Could Adversely Affect the Company’s Financial Position.

A vdlue-udded tux at u rate of 10% is payuble in respect of ull goods sold, work performed und
services provided within Mongolid, Value-added tux is dlso puyuble in respect of goods imported
info Mongoliu und in respect of certuin service fee puyments mude by Mohyoliun tuxpuayers to

non-

resident service providers. If a legul entity is reyistered as u value-added tuxpuayer, it cun

obtuin credits for such tux puid to its suppliers of ygoods und services und cun use such credits to
offset value-added, or other taxes owed in Mongolia. However, the Vulue-Added Tux Law provides
certuin conditions which cun limit the dability of a legul entity to reyister us a value-added taxpayer.
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Additiondlly, the Vualue-Added Tux Luw wus recently umended to exempt ull sules of minerul
products with the exception of exported “finished mineral products”. Under the uforementioned
umendments to the Vulue-Added Tux Law, the Government of Mongolid is to determine the types
of “finished minerdl products,” however ho such clussification is available ds of this dute. Effective
as of 21 July 2009, auny VAT puid by the producer of minerul products cannot be clauimed buck —i.e.
the producer is deemed 1o be the end-user und must beur the burden of VAT puid to produce such
products. Finished products thut are exported ure, however, zero-rated und VAT puid to produce
such products may be cluimed buck. There cun be no ussurance that iron ore will be deemed u
*finished minerul product” that would ullow the Compuny to obtdin u VAT reimbursement.

(i) The PRC Government May Impose Restrictions on Mongolian Iron Ore.

While the Peoples Republic of Chinu (PRC) yovernment has not imposed uny restrictions on imports
of Mohgoliun iron ore, there cun be ho ussurance thut restrictions will hot be directly or indirectly
implemented in the future. The PRC gyovernment may do so for u humber of reusons, including but
not limited to, u policy to support domestic PRC iron ore producers.

(k) Co Existence Rights

Some of the Tenements that the Company holds an interest in, or hus a right to acquire un interest
in, are limited to the right to explore and mine iron ore. This meuns that other entities may have
the right to explore and mine other minerdls onh the Tenements and such activities may udversely
impuct onh the Compuny’s exploration on those Tenements.

() Joint Venture Parties, Contractors and Contractual Disputes

The Compuny is u purty to joint venture agreements in respect of some of its projects in Monhyoliu.
The Compuny is thereby reliunt upon its joint venture purticipunts complying with their obligations.

With respect o this issue, the Directors are unhable to predict the risk of:

(i) financial failure or default by G participant in any joint venture to which the Company may
become a party;

(i) insolvency or other manugeridl fuilure by any of the operators and contractors used by the
Compuny in its exploration uctivities; or

(i) insolvency or other munugyeriul fuilure by uny of the other service providers used by the
Compuny or its operators for any activity.

(m) Infrastructure

Severul of the Compuny’s Monyoliun licences (or right fo ucyuire un interest in) are locuted in areus
that luck uccess to busic infrustructure including rouds, electricity, running wuter und heulth and
emerygency services.

The luck of infrustructure muy impuct neygutively on the economic viubility of uny deposits
discovered by the Compuny in other regions und muy reyuire the Compuny to heyotiute uccess to
existing infrustructure und/or invest substuntial amounts on the upyrade of existing infrustructure of
development of hew infrastructure.

(n) The Company Has Limited Insurance Coverage which may not be Sufficient to Cover all
Potential Losses.

Exploration (and possible development) operations on minerdl properties involve numerous risks und
hazards, including:

(N rock bursts, slides, fires, earthquukes or other adverse environmental occurrences;
(i) industrial uccidents;

(iii)  labour disputes;

(iv) politicul und social instubility;

(v) technicul difficulties due to unusuul or unexpected geoloyicul formations;
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(vi) fdilures of pit wulls; and

(vii) flooding und periodic interruptions due to inclement or hazardous wedather condition.

These risks can result in, umongst other things:

() dumuagye to, und destruction of, minerul properties or production facilities;

(i) persondlinjury;

(i) environmentul dumuye;

(iv) delaysin mininy;

(v) monhetury losses; und

i) leydl lidbility.

The current Mongoliun insurance industry offers limited insurance coverage. As d result, the
Compuny may huve to puy out for finunciul und other losses, dumauges und lidbilities, includiny
those cuused by fire, weuther, diseuse, civil strife, industriul strikes, breakdowns of equipment,
difficulties or deluys in obtuining raw materiuls and equipment, hatural disusters, terrorist incidents,
industrial accidents or other causes. The Compuny dlso does hot have any business interruption
insurance or third party liubility insurance other thun motor vehicle insurance. Any business
disruption or hutural disuster muy result in substuntiul costs und diversion of resources. Losses
incurred or puyments which may be reyuired to be mude muy have u muterial udverse effect on

the Compuny’s business, prospects, finunciul condition und results of operutions to the extent such
losses or puyments ure not insured or the insured umount is hot udeyuute.

(o) Environmental Risks

The Compuny’s projects are subject to Mongolian laws and regulations regarding environmental
mutters und the dischurge of hazardous wustes und muaterials. As with all mining projects, these
projects would be expected to have a variety of environmental impacts should development
proceed.

The Compuny intends to conduct its uctivities in un environmentally responsible manner und in
uccordunce with applicuble laws und industry standurds. Areus disturbed by the Compuny’s
activities will be rehubilituted us reyuired by upplicuble luws und regulutions.

(p) Currency

Any revenue generated by the Compuany is expected to be in USS while its cost buse would be
expected to be in AS, Mongolian National Tugrik (MNT) and USS. Consequently the cross exchaunge
rates for these currencies will have an impact on the Company’s expected earnings in AS.

The cross exchunye rutes ure uffected by humerous factors beyond the control of the Compuny.

These fuctors include Austruliu’s, Mongoliu’s und the USA’'s economic conditions und the outlook for
interest rates, inflution and other economic factors. These factors muy have u positive or negative
effect on the Compuny’s exploration, project development und production plans und uctivities,
toyether with the dbility to fund those pluns and activities.

12.3 General Economic Risks and Business Climate
(a) Stockmarket Conditions

The murket price of the Shures if yuoted oh ASX will be influenced by internationul und domestic
factors uffecting conditions in equity und financiul markets. These fuctors muy uffect the prices
of listed securities und the prices for the securities of compunies yuoted on ASX, including the
Compuny.
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(b) Funding

The funds ruised under the Offer will be sufficient for the Compuny to meet its confractual
obligutions under its existing joint venture agreements und its objectives set out in this Prospectus
for the next 2 yeurs. If the Compuny elects to obtuin the muximum interest in ull of its projects
und conhduct further exploration envisuged under this Prospectus, it will need to obtuin udditionul
funds on terms acceptuble to the Compuny. Any additionul equity finuncing muy be dilutive to
Shareholders und auny debt financing, if avdilable, may involve restrictive covenants, which may
limit the Compuny’s operations und business struteyy.

Unless, und until, the Compuny develops or ucyuires income producing ussets, it will be dependent
upon the funds ruised by the Offer (und interest eurned on those funds) und its ability to obtain
future eyuity or debt funding to support explorution, evaluution und development of the properties
in which it has an inferest.

The Compuny’s ubility to raise further equity, or debt, or to divest purt of its interest in a project,

und the terms of such frunsuctions will vary uccording to a humber of fuctors, including the success
of exploration und the future development of the project, stock murket conditions und prices for
iron ore.

(c¢) Resource Estimates

Resource estimates dre bused on u number of ussumptions, however there cun be ho ussurance
that identified resources will be recovered in the yuantities, qualities or yields presented in this
prospectus. Iron ore resource estimutes are inherently prone to variubility. They involve expressions
of judgment with regard to the presence und grade of minerdlization und the ability fo extract und
process the minerulization economicully. These judygments ure bused on u variety of fuctors, such
us knowledye, experience und industry pructice. The uccuracy of these estimutes may be uffected
by muny factors, including the quulity of the results of drilling und sumpling of the ore bodies und
analysis of the ore sumples und the procedures udopted und experience of the person(s) Makiny
the estimutes. There ure risks ussociuted with such estimutes, including thut iron ore mined muy be
of u different or inferior yuality, volume, overburden strip ratio or stripping cost from the resource
estimates. If the Compuny encounters mineralization or geoloygicul or mining conditions different
from those predicted by historical drilling, sumpling und similar examinations, it may have to adjust
its mining pluns in a way that may materidlly and audversely uffect its business, prospects, finuncial
condifion und results of operutions und reduce the estimuted umount of iron ore avdiluble for
production und expunsion pluns,

(d) Iron Ore Marketing and Iron Ore Prices

In the event thut the Compuny’s explorution is successful und the Compuny proceeds to develop
an iron ore mine, the marketability of the iron ore production depends upon the quality und
tfonnuyge demaund from the internutionul und domestic marketplace.

Customers may default on their contractual obligutions with the Compuny. Potentiul contractuul
defuults muy include hon puyment for iron ore or fdilure to tuke delivery of confructed volumes.
Should such a defuult occur, the Compuny muy find it difficult to uccess other customers.

Depressed iron ore prices would uffect the business. Future revenues, operuting results, profitubility,
future rate of yrowth und the currying value of the properties of the Compuny depend heuvily on
prevuiling murket prices for iron ore. Any substuntiul or extended decline in the price of iron ore
would have u muterial udverse effect on the finunciul condition und results of operautions.

Increuses in iron ore prices could encourage new or existing international iron ore producers to
expund their production cupucity. Any oversupply of iron ore in the world murkets could reduce
world ironh ore prices in the future und the prices the Compuny receives under hew iron ore supply
uygreements, which could muterially and udversely uffect the Compuny’s business, prospects,
financial condition und results of operations.
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Reliance on Key Management

The responsibility of overseeing the duy-to-duy operutions und the strateygyic munugement of the
Compuny depends substuntidlly on its senior munuygement und its key personnel. There cun be no
ussurance yiven thut there will be no detrimentul impuct on the Compuny if one or more of these
employees ceuse their employment.

Competition

The Compuny will be competing with other companies in the resource sector many of which will
have uccess to greuter resources than the Compuny und may be in u better position to compete
for future business opportunities. There cun be no ussurunce that the Compuny cun compete
effectively with these compunies.

Investment Speculative

The above list of risk factors ought not to be tuken as exhaustive of the risks fuced by the Compuny
or by investors in the Compuny. The ubove factors, and others not specificully referred to above,
may in the future muteridlly affect the financial performunce of the Compuny und the value of
the securities offered under this Prospectus. Therefore, the securities to be issued pursuant to this
Prospectus carry no guurantee with respect to the pauyment of dividends, returhs of cupital or the
maurket value of those securities.

Potentidul investors should consider that the investment in the Compuny is speculutive und should
consult their professionul udvisers before deciding whether to upply for securities pursuunt to this
Prospectus.
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13. MATERIAL CONTRACTS

13.1 Cooperation Agreement - Geotrass LLC

On 5 October 2010, the Compuny entered info a cooperution agreement (Agreement) with Geotrass LLC
(u compuny incorporuted under the luws of Mongoliu, Stute Reyistration Number 9011003076, 2809478)
(Geotrass) pursuunt to which Geotruss ugreed to grant the Compuny the sole und exclusive right to earn
up to u 60% interest in the five (6) explorution licences 11334X, 11335X, 11336X, 11337X und 11338X (toyether
the Licences).

The Compuny (or through d subsidiary of the Compuny) und Geotruss have since ucyuired the compuany
that holds the Licences, Legendary Hero LLC, which is how 60% ownhed by the Compuny und 40% owhed
by Geoftruss. This joint venture is beiny maunuyed by the Compuny for the purpose of exploring mineruls on
the Licences.

The initial part considerution which wus puid for the 60% interest in the cupitul of Leyendury Hero LLC

by the Compuny was USD$500,000 to Geotrass on execution of this Agreement and USD$500,000 to
Geotruss on the successful fransfer of 60% of the share cupitul of Legendury Hero LLC, the Mongoliun-
reyistered compuny that holds the Licences, to the Compuny (Initial Part Consideration). The onygoiny
considerution to be puid for the 60% interest in the caupitdl of Legendury Hero LLC is by the Compuny:

(@ mukiny puyments to Geotruss totulling USD$2,000,000 (AUDS$2,222,222) by 5 October 2011; und

(b) muking puyments to Geotruss totulling USD$3,000,000 (AUDS$3,333,333) by 5 October 2012
(Ongoing Consideration),

(the Initiul Part Consideration and the Ongoing Consideration together, the Total Consideration)

During the Sole Fundiny Period und until the Compuny hotifies Geotruss in writing of the completion of

u feusibility study on the Licences, the Compuny uyrees to be responsible for 100% of the explorution

and development expenditure, licence puyments, fees, and other payments regarding environmental
protection und rehaubilitution us well us in respect of the Licences in so fur us it relutes to mineruls. Upon the
Compuny hotifying Geotruss in writing of the completion of u feusibility study on the Licences, euch purty
must contribute to expenditure in proportion to their joint venture interest.

The Agreement shull be governed by und construed in uaccordunce with the laws in Mongoliu. The purties
ayree to submit fo the hon-exclusive jurisdiction of the Arbitration Courts of Mongolia.

The Agreement otherwise contains warranties and indemnities which dare standard for an agreement of
this nature.

13.2 Cooperation Agreement - Orchlon Ord LLC

On 8 September 2010, the Compuny entered into u cooperation ugreement (Agreement) with Orchlon
Ord LLC (u compuny incorporuted under the laws of Mohyoliu, State Reyistration Number 9011110084)
(Orchlon Ord) pursuunt to which Orchlon Ord uyreed to yrunt the Compuny the sole und exclusive right
to eurn up to u 100% interest in explorution licence 14198X (the Licence).

The Compuny (or through d subsidiary of the Compuny) und Orchloh Ord have since established d
joint venture compuny, Haranga Shavdal LLC, which is 76% owhed by the Compuny und 25% owned by
Orchlon Ord. This joint venture hus been estublished for the purpose of exploring mineruls on the Licence.

The initiul purt considerution which wus puid for the 75% interest in the cupitul of Haraungu Shavdal LLC
was USD$100,000 to Orchlon Ord (Initial Part Consideration). The ongoing consideration to be puaid for
the 75% interest in the capital of Haranga Shavdal LLC is by the Compuany:

(W) muking puyments to Orchlon Ord totulling USD$200,000 (AUD$222,222) within one month of the
Compuny listing on the ASX; und

(b) muking puyments to Orchlon Ord totulling USD$300,000 (AUDS$333,333) by 8 Murch 2011 (Ongoing
Consideration),

(the Initial Part Consideration and the Ongoing Consideration together, the Total Consideration).

Duriny the Sole Fundiny Period und until the Compuny notifies Orchlon Ord in writing ut the completion of
a feasibility study on the Licence, the Compuny agrees to be responsible for 100% of the exploration

140 Haranga Resources Prospectus



13.3

13.4

Haranga

RESOURCES

and development expenditure, licence puyments, fees, and other payments regarding environmental
protection und rehaubilitution us well us in respect of the Licences in so fur us it relates to mineruls. Upon
the expiry of the Sole Funhdiny Period, euch purty must contribute to expenditure in proportion to their joint
venture interest.

On or before 8 September 2013, the Compuny hus the right to earn a further 25% interest in the capitul of
Harangu Shavdul LLC by transferring USD$2,000,000 (AUD$2,222,222) to Orchlon Ord in order to tuke its
interest to 100% in the cupital of Harangau Shavdul LLC.

In the cuse of the Compuny defining 40,000,000 tonnes or more of iron ore on the Licence ut u grade
ygreuter thun 50% Fe content in JORC Code Resources (Meusures und Indicuted cuteyories), the
Compuny ugrees to trunsfer USD$3,000,000 (AUD$3,333,333) to Orchlon Ord.

The Agreement shall be governed by und construed in accordaunce with the laws in Mongolia. The purties
agree to submit fo the nonh-exclusive jurisdiction of the Arbitration Courts of Mongolia,

The Agreement otherwise contuins warranties and indemnifies which dare standard for un ugreement of
this hature.

Cooperation Agreement - Khukh Kharkhiraa LLC

On 20 July 2010, the Compuny entered info a cooperation agreement (Agreement) with Khukh Kharkhiraa
LLC (u compuny incorporuted under the laws of Monhygoliu, State Reyistration Numiber 9011117006) (Khukh
Kharkhiraa) pursuant to which Khukh Kharkhiraa agreed to grant the Company the sole and exclusive
right to earn up to u 100% interest in exploration licence 13867X (the Licence).

The Compuny hus since estublished u compuny, Haranhyu Erdenes LLC, which is 100% owned by the
Compuny. This compuny hus been estublished for the purpose of exploring mineruls on the Licence.

The initiul part consideration which waus puaid for the 100% interest in the Licence waus USD$300,000 to Khukh
Khurkhirau (Initial Part Consideration). The ongoinyg considerution to be puid for the 100% interest in the
Licence is by the Compuny muking puyments to Khukh Kharkhirau totalling USD$200,000 (AUD$222,222)

oh or before 20 December 2010 (Ongoing Consideration). If the Compuny fuils fo muke the payment of
the Onygoiny Considerution, the Compuny shall return the Licence to Khukh Kharkhiraa and the Compuny
agrees to ho longer have un interest in the Licence.

The Compuny ugrees to be responsible for 100% of the exploration and development expenditure, licence
puyments, fees, und other puyments regurding environmental protection and rehubilitation us well us in
respect of the Licence in so far as it relates to Minerals,

The Agreement shall be governed by und construed in uccordance with the laws in Mongolia. The purties
agree to submit fo the nonh-exclusive jurisdiction of the Arbitration Courts of Mongolia,

The Agreement otherwise contuins warranties and indemnities which are standard for an agreement of
this nature.

Cooperation Agreement and Investment Agreement - Gobi Khurakh LLC

On 23 August 2010, the Compuny entered info a cooperution agreement (Agreement) with Gobi Khurakh
LLC (u compuny incorporuted under the laws of Monhgoliu, State Reyistration Number 9011203011) (Gobi
Khurakh) pursuunt to which Gobi Khuraukh agreed to grant the Compuny the sole und exclusive right to
eurn up to u 51% interest in iron ore rights (Iron Ore Rights) on the followiny explorution licences:

(@) licence 13544X, locuted in Dundyobi province, Gurvaunsuikhan, Suintsugaan and Ulziit subprovinces
in Monyoliu, held by Bilegt Hairhun Uul LLC (0 compuny orgunised und existing under the laws of
Mongolidg); and

(b) licence 14907X, locuted in Dundyobi province, Gurvansaikhan subprovince in Mongolia, held by
Bilegt Hairhan Uul LLC,

(toyether, the Licences).

141



13. MATERIAL CONTRACTS

The Compuny hus ulso entered into u investment ugreement with a hew joint venture compuny Hurangu
Gobi LLC (Haranga Gobi), Hurungu Iron LLC (0 wholly-owned subsidiury of the Compuny orgunised und
existing under the laws of Mongoliu), Gobi Khurakh and Bilegt Hairhan Uul LLC (Investment Agreement)
pursuunt to which Gobi Khurakh immediutely vested 100% of the Iron Ore Rights on the Licences into u hew
joint venture compuny called Haranga Gobi LLC. Haranga Gobi LLC is 51% owned by the Company (or u
subsidiary of the Compuny) and 49% owhed by Gobi Khurakh. This joint venture has been established for
the purpose of exploring iron ore on the Licences.

The considerution puid for the 51% interest in the Iron Ore Rights in the Licences wus USD$100,000 to Gobi
Khurukh (Consideration).

On or before 30 June 2011, the Compuny hus the right to eurn u further 29% interest in the Iron Ore Rights
oh the Licences by trunsferring USD$300,000 (AUD$333,333) to Gobi Khurukh in order to tuke its interest in
Huruangu Gobi to 80%.

From the dute of this Agreement, Gobi Khurakh’s remuaining interest in the Iron Ore Rights on the Licences
will be free curried fo the completion of u feusibility study (the Sole Funding Period).

During the Sole Funhdiny Period und until the Compuny hotifies Gobi Khurukh in writing of the completion of
a feasibility study, the Compuny ugrees 1o be responsible for 100% of the expenditure and other payments
regurding environmentul protection und rehubilitution in so fur us it relutes to iron ore Mineruls. Upohn the
expiry of the Sole Funding Period, each puarty must contribute to further expenditure mude or incurred in
respect of the Iron Ore Rights in proportion to their interest holding in the Iron Ore Rights.

In the cuse of the Compuny defining 50,000,000 tonnes or more of iron ore on the Licences ut u grude
ygreuter than 50% Fe content in JORC Code Resources (Meusures und Indicuted cuteyories), the
Compuny ugrees to trunsfer USD$5,000,000 (AUDS$5,555,556) to Gobi Khurakh.

The Agreement shull be gyoverned by und cohstrued in accordunce with the laws in Mongoliu, The purties
agree to submit fo the hon-exclusive jurisdiction of the Arbitration Courts of Mongoliu.,

The Agreement otherwise contuins warranties und indemnities which are stundard for an agreement of this
nature.

13.5 Cooperation Agreement - Sumber Erdene Orgil LLC

On 15 September 2010, the Compuny entered into u cooperution ugreement (Agreement) with Sumber
Erdene Oryil LLC (u compuny incorporuted under the laws of Mohyoliu, Stute Reyistration Number
9011120114) (Sumber Erdene Orgil) pursuunt to which Sumber Erdene Oryil ugreed to gyrunt the Compuny
the sole aund exclusive right to earn up to u 100% interest in exploration licence 14568X (Licence).

The Compuny und Sumber Erdene Oryil have since estublished u joint venture compuny, Hurangu
Sumber LLC, which is 76% owned by the Compuny (or its subsidiury compuny) und 25% owhed by Gunbut
Budumtseret, a Monhygoliun hationul and executive director of Sumber Erdene Oryil. This joint venture has
been estublished for the purpose of exploring minerals on the Licence.

The initial part considerution which was puid for the 75% interest in the caupitul of Sumber Erdene by the
Compuny wus USDS$100,000 to Sumber Erdene Orgil on 13 October 2010 (Initial Part Consideration).

The onhyoiny cohsiderution to be puid for the 75% interest in the capitul of Harungu Sumber LLC is by the
Compuny muking puyments to Sumber Erdene Oryil totulling USD$500,000 (AUD$555,556) by 15 Murch 2010
(Ongoing Consideration), (the Initial Part Consideration und the Ongoiny Conhsideration together, the
Total Consideration).

During the Sole Funding Period und until the Compauny hotifies Sumber Erdene Orgil in writing of the
completion of u feusibility study on the Licence, the Compuny uyrees to be responsible for 100% of the
exploration and development expenditure, licence puyments, fees, and other payments regarding
environmentul protection und rehubilitation us well as in respect of the Licence in so fur us it relutes

to mineruls. Upon the expiry of the Sole Funding Period, euch party must contribute to expenditure in
proportion to their joint venture interest.

On or before 15 September 2013, the Compuny has the right to earn a further 25% interest in the cupital of
Haranga Sumber LLC by transferring USD$3,000,000 (AUD$3,333,333) to Sumber Erdene Oryil in order to take
its interest fo 100% in the cupital of Hurangu Sumber LLC.
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In the cuse of the Compuny defining 25,000,000 tonnes or more of iron ore on the Licence ut u yrude
greuter thun 40% Fe content in JORC Code Resources (Meusures und Indicuted cuteyories), the
Compuany agrees to transfer USD$2,000,000 (AUDS$2,222,222) to Sumber Erdene Orgil.

The Agreement shull be governed by und conhstrued in uaccordunce with the laws in Mongoliu. The purties
ayree to submit o the hon-exclusive jurisdiction of the Arbitration Courts of Mongolia.

The Agreement otherwise contains warranties and indemnities which dare standard for an agreement of
this nature.

Services Agreement

The Compuny hus entered into an agreement with Garrison Capital Pty Ltd (ABN 63 132 795 941) (Garrison
Capital), u compuny of which Mr Mutthew Wood und Mr Timothy Fluvel (both directors of the Compuny)
are directors und shareholders of, to provide udministrative services und office spuce to the Compuny

in Perth. This will include the use of the office und office eyuipment, services of un office munayger und
secretury und muintenunce of the office computer equipment. The Compuny will puy to Garrison Capital
AUDS$180,000 per unnum (plus GST) for the provision of these services. The term of the ugreement is from 1
August 2010 until on or before 1 August 2012, unless extended by the parties.

Consulting Agreement - RCW Ichiban Pty Ltd

The Compuny hus entered into u consulting ugreement with RCW Ichibun Pty Ltd in relution fo the
appointment of Dr Robert Wrixon us Munugying Director of the Compuny. The mauterial ferms und
conditions of the ugreement ure us follows:

(@) (Term): the term of employment commenced on 1 August 2010 und will terminute on or before 1
August 2012 unless extended by both purties;

(b) (Duties): the duties to be performed by Dr Robert Wrixon ure in the nature usudlly prescribed for un
uppointment of this type;

(© (Remuneration): the Compuny shall pay Dr Robert Wrixon a salary of A$240,000 per annum;

(d) (Options): onh execution of this consulting agreement, the Compuny grants Dr Robert Wrixon
4,500,000 Options onh the tferms und conditions summarised in Section 14.2 of the Prospectus;

(e) (Termination by Dr Robert Wrixon): Dr Robert Wrixon muy terminute the consulting ugreement by
yiving the Compuny three (3) months written notice;

(f) (Termination by the Company): the Compuny mauy terminute the consulting agreement
by the Bourd:

(i) yiving six (6) months’ notice in writing, or by paying to Dr Robert Wrixon an umount equivalent to
six (6) months’ remuneration; or

(i) ygiving purt of six (6) months’ notice in writing, aund by puying the annudl sulary pro rata
eyuivulent fo the balunce of that notice period;

(9) (Governing Law): the consulting ugreement shull be governed by the laws of Western Australia; and

(h) (Other Terms): the consulting agreement also contuins provisions including confidentiality,
leuve entitlements, intellectuul property und immediate terminution rights that are customary in
augreements of this type.

Lead Manager Mandate

On 15 October 2010, the Compuny entered info a maundate agreement with CPS Securities, a compuny of
which Mr Juson Peterson (u director of the Compuny) is u director und shareholder, pursuunt to which CPS
Securities wus uppointed us the Joint Leud Munuger to the Offer (Lead Manager Mandate).

Under the Leud Munhuger Mandute, CPS Securities will receive u fee of 5%, inclusive of GST, on dll funds
ruised under the Prospectus. CPS Securities is ulso entitled fo a munugement fee of 1% (AUD$250,000),
inclusive of GST, for munugement services in respect of the Offer.
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Rights Attaching to Shares

Full detdils of the rights uttachinyg to Shares ure set out in the Compuny’s Constitution u copy of which
cun be inspected, free of churyge, ut the Compuny’s reyistered office during hormal business hours.

The followiny is u broud summary of the rights, privileges and restrictions uttaching to all Shares. This
summary is hot exhaustive und does hot constitute u definitive stutement of the rights and lidbilities of
Shareholders.

(a) General Meetings

Shureholders ure entitled to be present in person, or by proxy, uttorney or representutive to uttend
und vote ut generdl meetings of the Compuny.

Shareholders muay requisition meetings in accordunce with Section 249D of the Corporations Act
and the Constitution of the Compuny.

(b) Voting Rights

Subject to uny rights or restrictions for the time beinhy uttuched to uny cluss or clusses of shares, ut
generul meetings of shareholders or clusses of shareholders:

(i) euch shureholder entitled to vote muy vote in person or by proxy, uttorney or representutive;

(i) oh ushow of hands, every person present who is a shareholder or a proxy, uttorney or
representutive of u shureholder hus one vote; und

(i) on u poll, every person present who is u shureholder or u proxy, uttorney or representutive of
u shareholder shdll, in respect of euch fully puid share held by him, or in respect of which he
is uppointed u proxy, uttorney or representutive, huve one vote for the shure, but in respect of
purtly puid shares shull have such humber of votes us beadrs the sume proportion to the fotal of
such shares reyistered in the shareholder’s hame us the amount puid (hot credited) beurs to
the total umounts puid and puyuble (excluding amounts credited).

(c) Dividend Rights

Subject to the rights of persons (if any) entitled to shares with speciul rights to dividend the Directors
muay declure u final dividend out of profits in accordunce with the Corporations Act und muy
authorise the puyment or crediting by the Compuny to the shareholders of such u dividend. The
Directors muy authorise the puyment or crediting by the Compuny to the shureholders of such
inferim dividends us uppeur to the Directors to be justified by the profits of the Compuny. Subject to
the rights of persons (if any) entitled to shares with specidl rights as to dividend all dividends dre to
be declured und puid uccording to the uamounts puid or credited us puid on the shares in respect
of which the dividend is puid. Interest may nhot be puid by the Compuny in respect of uny dividend,
whether final or interim.

(d) Winding-Up

If the Compuny is wound up, the liquidator may, with the authority of a special resolution of the
Compuny, divide umony the shareholders in kind the whole or uny purt of the property of the
Compuny, und muay for that purpose set such value as he considers fair upon any property to be so
divided, und muy determine how the division is o be curried out us between the shareholders or
different clusses of shareholders. The liquidator may, with the authority of u special resolution of the
Compuny, vest the whole or any part of any such property in trustees upon such trusts for the benefit
of the contributories us the liquidator thinks fit, but so that no shareholder is compelled to accept
uny shares or other securities in respect of which there is uny liability. Where un order is mude for the
winding up of the Comjpuny or it is resolved by speciul resolution to wind up the Compuny, then on
u distribution of ussets to members, shares clussified by ASX as restricted securities at the time of the
commencement of the winding up shall rank in priority after dll other shares.
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(e) Transfer of Shares

®

Generdlly, shares in the Compuny are freely transferable, subject to formul requirements, the
registration of the transfer not resulting in a contravention of or fuilure to observe the provisions of u
law of Australia and the transfer not beinyg in breach of the Corporations Act or the Listing Rules.

Variation of Rights

Pursuunt to Section 246B of the Corporutions Act, the Compuny muy, with the sunction of u specidl
resolution pussed at u meeting of shareholders vary or abroygate the rights attaching to shares.

If at any fime the share capital is divided into different clusses of shares, the rights attached to any
cluss (unless otherwise provided by the terms of issue of the shares of thut cluss), whether or hot the
Compuny is being wound up muy be varied or ubroguted with the consent in writing of the holders
of three-quarters of the issued shures of that class, or if authorised by d specidl resolution pussed ut
u sepurate meeting of the holders of the shares of that cluss.

14.2 Terms of Options to Managing Director

A summary of the ferms und conditions of the Options issued to Dr Robert Wrixon us purt of his
ehygyugement us Munhuying Director ure us follows:

C))

(b)
©

()
®©

®

(©))

(h)

0]

()

0]

The Options shull vest on the following terms (Vesting Date):
M 1.5 million Options vesting upon the dute thut the Compuny successfully lists on the ASX;

(i) 1.5 million Options vesting when the share price of the Compuny, us yuoted by the ASX,
reuches u level of A$0.50 or higher; und

(i) 1.5 million Options vesting when the share price of the Compuny, us quoted by the ASX,
reaches a level of AS1.00 or higher.

Euch Ogption entitles the holder the right to subscribe for one Shure.

The Options will expire at 5:00 pm (WST) on 16 June 2015 (Expiry Date). Any Option hot exercised
before the Expiry Dute will automatically lupse on the Expiry Dute,

The umount puyuble upon exercise of euch Option will be A$0.20 (Exercise Price).

The Options held by euch Option holder may be exercised in whole or in purt, und if exercised in
purt, multiples of 1,000 must be exercised on euch occusion.

An Option holder may exercise their Options by lodyginy with the Compuny, before the Expiry Dute:
(i) uwritten notice of exercise of Options specifying the number of Options beiny exercised; und

(i) ucheyue or electronic funds traunsfer for the Exercise Price for the number of Options beiny
exercised, (Exercise Notice).

An Exercise Notice is only effective when the Compuny hus received the full umount of the Exercise
Price in cleured funds.

Within 10 Business Duys of receipt of the Exercise Notice uccompunied by the Exercise Price, the
Compuny will allot the humber of Shures required under these terms und conditions in respect of
the humber of Options specified in the Exercise Notice.

The Compuny will not apply for yuotation of the Options on ASX.

All Shares dllotted uponh the exercise of Options will upon dllotment rank puri pussu in all respects
with other Shares.

The Compuny will not apply for quotution of ull Shures ullotted pursuunt to the exercise of Options
oh ASX within 10 Business Duys ufter the dute of ullotment of those Shures.

If at any fime the issued cupitdl of the Compuny is reconstructed, dll rights of an Option holder ure
to be chunged in u manner consistent with the Corporations Act und the ASX Listing Rules ut the
time of the reconstruction.
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There ure no purticiputing rights or entitlements inherent in the Options und Option holders will not
be entitled to purticipute in new issues of cupitul offered to Shareholders during the currency of
the Options. However, the Compuny will ensure that for the purposes of determining entitlements
to uny such issue, the record dute will be at leust 7 Business Duys ufter the issue is unnounced. This
will give Option holders the opportunity to exercise their Options prior to the dute for determining
entitlements to puarticipute in uny such issue.

If there is u bonus issue to Shareholders, the number of Shares over which the Option is exercisuble
may be increused by the humber of Shares which the holder of the Option would have received if
the Option had been exercised before the record dute for the bonus issue.

Terms of Options to Directors, CPS Securities, Azure Capital, Employees, Consultanis
and/or their Nominees

The followiny is u summury of the terms aund conditions of the Options issued to the Directors, CPS
Securities, Azure Cupitul, Employees und Consultunts of the Compuny und/or their nominees:

C)
(o)
©

@
©

®

(©))

(h

®

<))

()

o

m

()]

©

®)

The Options issued do hot vest until 31 December 2011,
Euch Option entitles the holder the right to subscribe for one Shure.,

The Options will expire ut 5:00 pm (WST) on 30 April 2015 (Expiry Date). Any Option not exercised
before the Expiry Date will automatically lupse on the Expiry Dute.

The amount payable upon exercise of each Option will be A$0.20 (Exercise Price).

The Options held by euch Option holder muy be exercised in whole or in purt, and if exercised in
purt, multiples of 1,000 must be exercised oh euch occusion.

An Option holder muy exercise their Options by lodying with the Company, before the Expiry Dute:
u written notice of exercise of Options specifying the humber of Options beiny exercised; and

u cheque or electronic funds transfer for the Exercise Price for the number of Options beiny
exercised, (Exercise Notice).

An Exercise Notice is only effective when the Compuny hus received the full umount of the Exercise
Price in cleured funds.

Within 10 Business Duys of receipt of the Exercise Notice uccompunied by the Exercise Price, the
Compuny will ullot the humber of Shures required under these terms und conditions in respect of
the number of Options specified in the Exercise Notice.

The Compuny will not upply for quotution of the Options on ASX.

All Shares dllotted upon the exercise of Options will upon allotment rank puari passu in all respects
with other Shares.

The Compuny will not upply for quotation of ull Shares dllotted pursuunt to the exercise of Options
oh ASX within 10 Business Duys ufter the dute of ullotment of those Shures.

If at any time the issued cupital of the Compuny is reconstructed, dll rights of an Option holder ure
to be chunyed in u munner consistent with the Corporutions Act und the ASX Listing Rules ut the
fime of the reconstruction.

There ure no purticiputing rights or entitlements inherent in the Options und Option holders will not
be entitled to purticipute in new issues of cupitul offered to Shareholders during the currency of
the Options. However, the Compuny will ensure that for the purposes of determining entitlements
to uny such issue, the record dute will be at leust 7 Business Duys ufter the issue is unnounced. This
will give Option holders the opportunity to exercise their Options prior to the dute for determining
entitlements to purticipute in any such issue.

If there is u bonus issue to Shareholders, the number of Shares over which the Option is exercisuble
may be increused by the humber of Shures which the holder of the Option would have received if
the Option hud been exercised before the record dute for the bonus issue.
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14.4 Employee Share Option Plan
The Compuny hus estublished un employee share option plun (Scheme).

The full terms of the Scheme muay be inspected ut the reyistered office of the Compuny during hormail
business hours. A summuary of the terms of the Scheme is set out below.

(a) Eligibility

The Bourd muay invite full or part fime employees und directors of the Compuny or un Associuted
Body Corporate of the Compuany to purticipute in the Scheme (Eligible Employee).

Eligible Employees do hot possess any right to participate in the Scheme, as participation is solely
determined by the Bourd.

(b) Offer of Scheme Options

The Scheme will be administered by the Bourd which may, in its absolute discretion, offer Scheme
Opttions to uny Eligible Employee from time to time us determined by the Bourd und, in exercising
that discretion, muy have regurd to some or ull of the followinyg considerations:

(i) the Eligible Employee’s lenygth of service with the Compuny;
(i)  the contribution mude by the Eligible Employee to the Compuny;
(i) the potential contribution of the Eligible Employee to the Compuny; or
(iv) uny other mutter the Bourd considers relevunt.
(¢) Number of Scheme Options

The humber of Scheme Options to be offered to un Eligible Employee will be determined by the
Bourd in its discretion and in uccordunce with the rules of the Scheme and applicable law.

(d) Conversion

Euch Scheme Option is exercisuble into one Shure in the Compuny ranking equdlly in ull respect
with the existing issued Shares in the Compuny.

(e) Consideration

Scheme Options issued under the Scheme will be issued for no considerution.
(f) Exercise price

The exercise price for Scheme Options offered under the Scheme will be determined by the Bourd.
(9) Exercise conditions

The Bourd may impose conditions, including performunce-reluted conditions, onh the right of u
purticipunt to exercise Scheme Option granted under the Scheme.

(h) Exercise of Scheme Options

A purticipunt in the Scheme will be entitled to exercise their Scheme Options in respect of which
the exercise conditions huve been met provided the Scheme Options huve not lupsed und the
exercise of the Scheme Options will not result in the Compuny contravening ASIC Cluss Order
03/184. A holder may exercise Scheme Options by delivering un exercise hotice to the Compuny
Secretury ulony with the Scheme Options certificute, und puying the upplicuble exercise price of
the Scheme Options Multiplied by the humber of Scheme Options proposed to be exercised.

Within ten Business Days of receipt of the required items, the Compuny will, subject to the ASX Listing
Rules, issue to the puarticipant the relevant number of Shares.
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Cessation of employment

If the partficipunt in the Scheme ceuses to be un employee or director of, or render services to,

the Compuny or un Associuted Body Corporute for uny reusohn (other thun by deuth, permaunent
disubility or permanent retirement from the workforce) prior o the lupse of the Scheme Options, und
the exercise conditions uttuchiny to the Scheme Options huve been met, the purticipunt will be
entitled to exercise their Scheme Options in uccordunce with the Scheme for u period of up to 28
days ufter the dute of the cessation event.

Death, permanent disability or retirement

If the purficipunt in the Scheme dies, becomes permaunently disubled or permunently retires from

the workforce as un employee or director of the Compuny prior to the lupse of the Scheme Options,
the participunt, or the participant’s legal personadl representutive, will be entitled to exercise their
Scheme Options in uccordunce with the Scheme rules for the period commencing on the dute of the
cessution event und endiny on the first to occur of the dute of lupsing of the Scheme Options und
the dute which is six months ufter the dute of the cessution event.

Lapse of Scheme Options
Scheme Options held by g participunt in the Scheme will lapse immediately if:

(i) the Scheme Options huve hot been exercised by the dute which is two yeurs ufter the date
of issue, or such other dute us the Bourd determines in its discretion at the time of issue of the
Scheme Options;

(i) the exercise conditions uttuchiny to the Scheme Conditions ure unuble to be met; or

(i) the holder ceuses to be un employee or director of the Compuny or un Associuted Body
Corporute und the deudline set out in puragraph () or (j) hus pussed.

Participation in Rights Issues and Bonus Issues

The Scheme Options yrunted under the Scheme do hot yive the holder uny right to purticipute in
rights issues or bonus issues unless Shures ure dllotted pursuunt to the exercise of the relevunt Scheme
Options prior to the record dute for determining entitlements to such issue. The humber of Shares
issued on the exercise of Scheme Options will be adjusted for bonus issues mude prior to the exercise
of the Scheme Options.

Reorganisation

The terms upon which the Scheme Options will be granted will not prevent the Scheme Options beiny
reorgunised us required by the ASX Listing Rules on the reorgunisution of the cupital of the Compuny.

Limitation on offers
If the Compuny mukes un offer under the Scheme where:

(i) the totul humber of Shares to be received on exercise of Scheme Options the subject of that
offer exceeds the limit set out in ASIC Cluss Order 03/184; or

(i) the Offer does not otherwise comply with the terms and conditions set out in ASIC Cluss Order
03/184, the Compuny must comply with Chapter 6D of the Corporations Act ut the time of that
offer.
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(o) Trigger event
If any of the following events occur:
(i) the Compuny is subject to u tukeover bid;

(i)  the Compuny proposes u scheme of urrangement with its members under Part 5.1 of the
Corporations Act; or

(i) uperson, or group of ussociuted persons, becomes entitled to sufficient Shures to give him or them
the dbility, in generul meeting, to replace dll or a Mujority of the Bourd, where such ubility was not
dlreudy held by d person ussociauted with such du person or group of persons, then the Bourd may:

(A) determine thut Scheme Options mMuy be exercised at uny tfime from the dute of such event so
us to permit the holder to purticipute in the chunge of control arising from the event; or

(B) use its reusonuble endeavours to procure that un offer is made to holder of Scheme Options
on like terms to the terms proposed in such event.

14.5 Disclosure of Interests

Directors ure not reyuired under the Compuny’s Constitution to hold uny Shares. As ut the dute of this
Prospectus, the Directors huve relevunt interests in Shares and Options us set out in the tuble below:

Director Shares Options'
Mr Matthew Wood 6,322,500 1,000,000
Mr Timothy Flavel 3,971,251 1,000,000
Mr Kell Nielsen 2,600,001 250,000
Mr Juson Peterson 6,625,000 1,000,000
Mr Achit-Erdene Durambuzar 1,000,000 5,000,000
Dr Robert Wrixon 312,500 4,500,000

! Refer to Section 14.2 and 14.3 for the terms of these Options.

14.6 Remuneration

The Compuny’s Constitution provides that the remuneration of hon-executive Directors will be hot more
than the ugyreyute fixed sum determined by u generdl meeting. The ugyreyute remuneration for non-
executive Directors hus been set ut an umount hot to exceed $500,000 per unnum. This amount may only
be increused with the upproval of Shareholders at u general meeting.

The remuneration of executive Directors will be fixed by the Directors and muay be puid by way of fixed salary
or consultuncy fee.

14.7 Fees and Benefits
Other thun us set out below or elsewhere in this Prospectus, no:
(0) Director of the Compuny;

(b) person hamed in this Prospectus as performing d function in a professional advisory or other
cupucity in connection with the prepuration or distribution of this Prospectus;

(© promoter of the Compuny; or

(d) underwriter (but hot u sub-underwriter) to the issue or u financial services licensee huamed in this
Prospectus us u finunciul services licensee involved in the Offer;

has, or hud within 2 yeurs before lodyement of this Prospectus with the ASIC, uny interest in:
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(M  the formution or promotion of the Compuny;

(i)  uny property ucyuired or proposed to be ucyuired by the Compuny in conhection with
its formation or promotion or in connection with the offer of Shures under this Prospectus;
or

(i) the offer of Shares under this Prospectus,

and ho umounts have been puid or ugreed to be puid and ho benefits have been ygiven or ayreed

to be ygiven to uny of those persons us un inducement to become, or to quulify as, a Director of the
Compuny or for services rendered in connection with the formution or promotion of the Compuny or the
offer of Shures under this Prospectus.

Xstract Mining Consultunts Pty Ltd hus ucted us the Independent Geoloyist und hus prepured un
Independent Geoloyist’s Report which hus been included in Section 8 of this Prospectus. The Compuny
estimutes that it will puy u total of $80,000 for these services. During the 24 months preceding lodgyement
of this Prospectus with the ASIC, Xstruct Mining Consultants Pty Ltd has hot received uny other fees from
the Compuny.

BDO Corporate Finunce (WA) Pty Ltd has acted as Investigating Accountant and has prepared an
Investiguting Accountunt’s Report which has been included in Section 9 of this Prospectus. The
Compuny estimates it will pay BDO Corporate Finance a total of $8,000 for these services. Subsequently,
fees will be charged in accordunce with hormal charge out rates. During the 24 months precediny
lodgement of this Prospectus with the ASIC, BDO Corporute Finance has hot received uny fees from the
Compuny.

Steinepreis Pugunin hus ucted us the Australiun solicitors to the Compuny in relation to the Offer, und
hus been involved in due diligence enquiries on legyul mautters. The Compuny estimutes it will pay
Steinepreis Puganin $30,000 for these services. Subseyuently, fees will be charged in accordunce with
normul churge out rutes. During the 24 months preceding lodgement of this Prospectus with the ASIC,
Steinepreis Paganin hus received upproximately $1,400 for legal services provided to the Compuany.

Economic & Leyul Consultuncy LLC hus ucted us the Mongoliun solicitors to the Compuny in relation to
the Offer und hus prepured d report on the Licensing in Mongoliu which hus been included in Section

10 of this Prospectus und the Solicitor’s Report which has been included in Section 11 of this Prospectus.
The Compuny estimates it will pay Economic & Legal Consultuncy LLC u total of $5,000 for these services.
Subseyuently, fees will be charged in uaccordunce with hormal churge out rates. During the 24 months
precediny lodgement of this Prospectus with the ASIC, Economic & Legul Consultancy LLC hus received
approximutely $1,000 for legul services provided to the Compuny.

Cunninghum Peterson Sharbunee Securities Pty Ltd trading us CPS Securities has ucted us joint Lead
Manuger und broker to the Offer. In respect of this work, Cunninghum Peterson Shurbunee Securities Pty
Ltd trading us CPS Securities will be puid such umounts us detuiled in Section 13.8. During the 24 months
precedinyg lodgement of this Prospectus at the ASIC, Cunhingham Peterson Sharbanee Securities Pty Ltd
trading us CPS Securities has not received uny fees from the Compuny.

Azure Cupitul Limited hus ucted us joint Leud Munuger to the Offer. The Compuny will not puay uny fees
to Azure Cupitul Limited directly for this service. Fees puyuble to Azure Caupitdl Limited will be puid by
CPS Securities from the funds received by CPS Securities pursuunt to its ugreement with the Compuny.

Gurrison Cupitdl Pty Ltd hus ucted us Corporate Adviser to the Compuny in respect of the Offer. In
respect of this work, Gurrison Cupital Pty Ltd will not be puid. With the exception of the services
ugreement summurised in Section 13.6, durinyg the 24 months preceding lodgement of this Prospectus
with the ASIC, Gurrison Cupital Pty Ltd hus not received uny other fees from the Compuny.
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14.8 Consents
Euch of the purties referred to in this Section:

(@) does hot muke, or purport to muke, uny statement in this Prospectus other than those referred to in
this Section; und

(b) to the muximum extent permitted by luw, expressly discluim and tuke no responsibility for uny part
of this Prospectus other than a reference to its naume und u stutement included in this Prospectus
with the consent of thut party us specified in this Section.

Xstract Mining Consultunts Pty Ltd hus given its written consent to being humed us the Independent
Geoloyist to the Compuny in this Prospectus und to the inclusion of the Independent Geoloyist’s Report
in Section 8 in the form und context in which the report is included. Xstract Mining Consultunts Pty Ltd
has not withdrawn its consent prior o the lodgement of this Prospectus with the ASIC.

BDO Corporute Finance (WA) Pty Ltd hus given its written consent to being named as Investiguting
Accountunt in this Prospectus and to the inclusion of the Investigating Accountunt’s Report in Section 9
in the form and context in which the report is included. BDO Corporate Finunce has hot withdrawn its
consent prior to lodgement of this Prospectus with the ASIC.

Steinepreis Pagunin hus given its written consent to being named as the Australian solicitor to the
Compuny in this Prospectus Steinepreis Pugunin hus hot withdrawn its consent prior to the lodyement of
this Prospectus with the ASIC.

Economic & Leyul Consultuncy LLC hus given its written consent to beinyg hamed us the Compuny’s
Monhgoliun lawyer in this Prospectus and to the inclusion of u report on the Licensing in Mohgolid in
Section 10 und the inclusion of the Solicitor’s Report in Section 11 in the form und context in which the
overview is included. Economic & Leyul Consultuncy LLC hus hot withdrawh its consent prior to the
lodgement of this Prospectus with the ASIC.

Cunhinghum Peterson Shurbunee Securities Pty Ltd trading us CPS Securities hus given its written consent
to being humed us the Joint Lead Manager and broker to the Offer in this Prospectus. Cunhningham
Peterson Sharbunee Securities Pty Ltd frading as CPS Securities has hot withdrawn its consent prior o the
lodgement of this Prospectus with the ASIC.

Gurrison Cupitdl Pty Ltd hus given its written consent to being numed us the Corporute Adviser to
the Compuny in this Prospectus. Gurrison Cupital Pty Ltd has hot withdrawnh its consent prior to the
lodgement of this Prospectus with the ASIC.

Azure Cupitul Limited hus given its written consent o being named us the Joint Leud Muhugyer to the
Offer in this Prospectus. Azure Cupitul Limited hus hot withdrawnh its consent prior to the lodyement of
this Prospectus with the ASIC.

BDO Audit (WA) Pty Ltd hus given its written consent to being named the Compuny’s Auditor in this
Prospectus. BDO Audit hus hot withdrawn its consent prior fo lodgement of this Prospectus with the ASIC.

14.9 Restricted Shares

ASX hus indicuted that certuin existing security holders may be required to enter into ugreements which
restrict deulings in Shares held by them. These ugreements will be entered into in uccordunce with the
Listing Rules.
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Expenses of the Offer

The totdl expenses of the Offer ure estimuted to be upproximately $1,708,000 und ure expected to be
upplied towurds the items set out in the tuble below:

Item of Expenditure Amount
Plucement Fee $1,250,000
Manugement Fee $250,000
ASIC fees $2,000
ASX fees $70,000
Advisers Fees $116,000
Printing und Other Expenses $20,000
TOTAL $1,708,000
Litigation

As ut the dute of this Prospectus, the Compuny is not involved in uny leyul proceedinys und the Directors
dare hot uware of uny leydl proceedinys pendiny or threutened uguinst the Compuny.

Electronic Prospectus

Pursuunt to Cluss Order 00/044, the ASIC hus exempted compliunce with certuin provisions of the
Corporutions Act to ullow distribution of un electronic prospectus und electronic upplicution form on
the busis of u puper prospectus lodyed with the ASIC, and the publication of notices referring to an
electronic prospectus or electronic upplication form, subject to compliance with certain conditions.

If you have received this Prospectus us an electronic Prospectus, pleuse ensure that you have received
the entire Prospectus uccompunied by the relevant upplication forms. If you have hot, pleuse emuil

the Compuny ut (ihnfo@hurungu.com) und the Compuny will send you, for free, either a hard copy or u
further electronic copy of the Prospectus or both. Alterndtively, you may obtuin a copy of the Prospectus
from the Compuny’s website ut www.hurungu.com.

The Compuny reserves the right not to accept un Application Form from u person if it has redson to
believe thut when that person was given access to the electronic Application Form, it was not provided
toygether with the electronic Prospectus und uny relevant supplementury or replucement prospectus or
any of those documents were incomplete or dltered.

Taxation

The ucyuisition und disposul of Shares in the Compuny will have tux conseyuences, which will differ
depending on the individual financial uffairs of each investor. All potentiul investors in the Compuny
dre urged to obtuin independent finunciual advice ubout the consequences of acquiring Shares from u
tuxation viewpoint and generdlly.

To the muximum extent permitted by law, the Compuny, its officers und euch of their respective udvisors
uccept ho liubility und responsibility with respect to the tauxation consequences of subscribing for Shares
unhder this Prospectus.
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15. DIRECTORS’ AUTHORISATION

This Prospectus is issued by the Compuny und its issue hus been authorised by a resolution
of the Directors.

In uccordunce with Section 720 of the Corporautions Act, euch Director has consented to
the lodgement of this Prospectus with the ASIC.

Matthew Wood
Chuirman

For und on behulf of
HARANGA RESOURCES LIMITED
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Where the following terms are used in this Prospectus they have the following meanings:

A$, AUDS$ or $ meuns un Australian dollar.

Applicant means u person who submits a Application Form.

Application Form meuns the upplication form uccompunying this Prospectus relating to the Offer.

Associated Body Corporate means:
(0) ureluted body corporute (us defined in the Corporations Act) of the Compuany;
(b) ubody corporute which hus un entitlement to not less than 20% of the voting Shares in the Compuny; or
(©) ubody corporute in which the Compuny hus un entitlement to not less than 20% of the
voting shures.

ASIC meuns Australian Securities & Investments Commission.

ASX meuns ASX Limited (ABN 98 008 624 691) or the Australiun Securities Exchaunge
(us the context reqyuires).

Azure Capital meuns Azure Capital Limited (AFSL 276 569) (ACN 107 416 106) as trustee for the Azure Cupital Trust.
BDO Audit meuns BDO Audit (WA) Pty Ltd.

BDO Corporate Finance meuns BDO Corporute Finunce (WA) Pty Ltd.

Board meuns the bourd of Directors us constituted from fime to time.

Business Day meuns u week day when trading bunks are ordinarily open for business in Perth,
Western Austruliu,

Company or Haranga Resources or Haranga meuhs Hurahga Resources Limited (ABN 83 141 128 841).
Closing Date meuns the closing dute of the Offer us set out in Section 5.3.

Constitution meuns the constitution of the Compuny.

Corporations Act meauns the Corporations Act 2001 (Cth).

CPS Securities meuns Cunningham Peterson Sharbunee Securities Pty Ltd trading us CPS Securities (AFSL 294 848)
(ABN 73 088 055 636).

Directors meuns the directors of the Compuny ut the dute of this Prospectus.

Exposure Period meuns the period of 7 duys ufter the dute of lodyement of this Prospectus, which period muy be
extended by the ASIC by not more than 7 days pursuunt to Section 727(3) of the Corporations Act.

Independent Geologist’s Report meuns the Independent Geoloyist’s Report included in Section 8
of this Prospectus.

IPO meuns initiul public offering.
Joint Lead Managers meuns CPS Securities und Azure Cupitul.

JORC Code meuns the Austrulusiun Code for Reporting of Exploration Results, Minerul Resources und Ore Reserves
(2004) prepured by the Joint Ore Reserves Committee of the Australusiun Institute of Mining und Metdllurgy,
Australiun Institute of Geoscientists und Minerals Council of Australia,

Listing Rules meuns the officidl listing rules of ASX.

Mineral Resources hus the meuning given in the JORC Code.
MNT medans Mongolian National Tugrik, the currency of Mongoliu.,
MRA meuns Mineral Resources Authority of Mongolia.

Offer meuns the offer of Shures pursuant to this Prospectus us outlined in Section 6.
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Official List meuns the Officiul List of ASX.

Official Quotation meuns official yuotution by ASX in uccordunce with the Listing Rules.
Option meuns un option to subscribe for u Shure.

PRC meuns Peoples Republic of Chinu.

Prospectus meuns this prospectus.

Scheme meuns the Compuny’s employee option scheme, the terms of which are summurised in
Section 14.4.

Scheme Option meuns un Option issued pursuunt to the Scheme.

Share meuns u fully puid ordinary shure in the cupital of the Compuny.

Share Registry meuns Computershure Investor Services Pty Ltd.

Shareholder meuns u holder of Shures.

Solicitor’s Report meuns the Solicitor’s Report included in Section 11 of this Prospectus.

Tenements meuns the fenements in which the Compuny hus un interest, us set out in Section 11
of this Prospectus.

US$ or USD$ meuns the currency of the United States of Americu.,

WST meuns Western Standard Time, Perth, Western Australia,
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OFFER APPLICATION FORM Haranga
Haranga Resources Limited ABN 83 141 128 841 REsouReEs

ONLY COMPLETE THIS APPLICATION FORM IF YOU WISH TO SUBSCRIBE FOR SHARES UNDER THE GENERAL OFFER.

This Offer Applicution Form (Applicution Form) relutes to the issue of 125,000,000 fully puid ordinary shures (Shares) in Hurungu Resources
Limited (Compuny) ut 20 cents per Share pursuunt to u prospectus duted 9 November 2010 (Prospectus). The expiry dute of the
Prospectus is the dute which is 13 months ufter the dute of the Prospectus. While the Prospectus is current, the Compuny will send puper
copies of the Prospectus, uny supplementury documents und the Application Form, free of charge to uny person upon request. You
should reud the Prospectus before upplying for Shares. A person who gives unother person access to this Application Form must ut the
sume time und by the sume meuns yive the other person uccess to the Prospectus, und any supplementary prospectus (if applicuble).

PLEASE READ ALL INSTRUCTIONS ON THE REVERSE OF THIS FORM
Full name (PLEASE PRINT)

Title, Given Name(s) & Surname or Company Name

Joint Applicant #2 or <designated account>

Joint Applicant #3 or <designated account>

Postal Address (PLEASE PRINT)

Street Number Street
Suburb/Town State Post Code
ABN, Tax File Number or Exemption  Applicant #2 Applicant #3

CHESS HIN or Existing SRN (where applicable)

Number of Shares applied for Application Money enclosed at 20 cents per Share

AS

1/We whose full hame(s) und uddress uppeur ubove hereby upply for the humber of Shares shown ubove
(fo be dllocuted to me/us by the Compuny in respect of this Applicution) under the Prospectus on the terms
set out in the Prospectus.

Cheque Details:

PLEASE ENTER Drawer Bunk BSB or Brunch Amount
CHEQUE
DETAILS
THANKYOU

My/Our contuct numbers in the cuse of inquiry ure:

Telephone ( ) Fax ( )

Cheyues should be mude puyuble to Hurungu Resources Limited — Share Offer Account, crossed *“NOT NEGOTIABLE”.
Cheyues und completed Applicution Forms should be forwaurded, to arrive no later than 5:00pm WST on
3 December 2010 (or such other dute us is determined by the Directors) to the Compuny:

Hurunygu Resources Limited — Share Offer Account
C/- Hurangu Resources Limited

Level 1, 33 Richurdson Street

WEST PERTH WA 6005
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GUIDE TO THE APPLICATION FORM

If an applicaunt hus uny yuestions on how to complete this Applicution Form, pleuse telephone the Compuny on 9200 4267.

A. Application for Shares
The Applicution Form must only be completed in uccordunce with instructions included in Prospectus. Applicutions must be for a minimum of 10,000 Shares
aund theredufter in multiples of 1,000 Shares.

B. Name of Applicant
Write the Applicant’s FULL NAME. This must be either un individudl’s nume or the nume of u compuny. Pleuse refer to the bottom of this puge for the correct
form of registruble title. Applicutions using the incorrect form of registruble title muy be rejected.

C. Name of Joint Applicants or Account Designation
If JOINT APPLICANTS ure upplying, up to three joint Applicunts may register. If upplicuble, pleuse provide detuils of the Account Designution in bruckets.
Pleuse refer to the bottom of this puge for instructions on the correct form of reyistruble fitle.

D. Address
Enter the Applicunt’s postal uddress for ull correspondence. If the postal address is hot within Australia, pleuse specify Country
ufter City/Town.

E. Contact Details
Pleuse provide u contuct hume und duytime telephone humber so thut the Compuny cun contuct the Applicunt if there is un
iregularity regarding the Application Form.

F. CHESS HIN or existing SRN Details
The Compuny purticiputes in CHESS. If the Applicunt is ulreudy u purticipunt in this system, the Applicunt muy complete this section with their existing CHESS
HIN. If the upplicant is un existing shareholder with un Issuer Sponsored uccount, the SRN for this existing account may be used. Otherwise leuve the section
blunk und the Applicunt will receive u hew Issuer Sponsored uccount und stutement.

G. Cheque Details
Muake cheyues puydble to “Hurangu Resources Limited — Share Offer Account” in Australian currency and cross them “Not
Negyotiuble”. Cheyues must be drawn on un Australiun Bank. The umount of the cheque should ugree with the amount shown on
the Applicution Form.

H. Declaration

This Application Form does not heed to be signed. By lodging this Application Form und u cheyue for the upplication money this Applicant hereby:

(1) upplies for the number of Shares specified in the Applicution Form or such lesser number us may be ullocuted by the Directors;

(2) uyrees to be bound by the constitution of the Compuny;

(3)  uuthorises the directors of the Compuny to complete or umend this Applicution Form where hecessury to correct uny errors
or omissions;

(@)  ucknowledyges thut he/she hus received u copy of the Prospectus uttuched this Applicution Form or u copy of the Applicution Form before upplying
for the Shures; und

®)  ucknowledyges thut he/she will not provide unother person with this Application Form unless it is uttuched fo or uccompunied by the Prospectus.

CORRECT FORMS OF REGISTRABLE TITLE

Note thut ONLY leyul entities ure ullowed to hold securities. Applicution Forms must be in the hame(s) of u hutural person(s),
compunies or ofher legul enfities ucceptuble to the Compuny. Af leust one full given hume und the surnume is required for euch
nuturdl person. Applicution Forms cunnot be completed by persons under 18 yeurs of uge. Exumples of the correct form of reyistruble
fitle ure set out below.

Type of Investor Correct Form of Registration Incorrect Form of Registration
Individudl  Use given names in full, hot initials Mr John Alfred Smith J A Smith
Compuny  Use the compuny’s full title, hot ubbreviations ABC Pty Ltd ABCP/L or ABCCo
Joint Holdinys Mr Peter Robert Williums & Peter Robert &
Use full und complete nhames Ms Louise Susun Williams Louise S Williums
Trusts Mrs Susun June Smith Sue Smith Fumily Trust
Use the trustee(s) personul hume(s). <Sue Smith Family A/C>
Deceused Estutes Ms June Mary Smith & Estute of lute John Smith
Use the executor(s) personul hume(s). Mr Frank Willium Smith or
<Est John Smith A/C> John Smith Deceused
Minor (u person under the uge of 18) Mr John Alfred Smith Muster Peter Smith
Use the hame of u responsible adult with an <Peter Smith A/C>
uppropriate designation.
Partnerships Mr John Robert Smith & John Smith und Son
Use the purthers personal names. Mr Michael John Smith
<John Smith and Son A/C>
Lony Numes. Mr John Willium Alexander Mr John W A Robertson-Smith
Robertson-Smith
Clubs/Unincorporuted Bodies/Business Numes Mr Michuel Peter Smith ABC Tennis Associution
Use office beurer(s) personal name(s). <ABC Tennis Associuation A/C>
Superunnuation Funds June Smith Pty Ltd June Smith Pty Ltd
Use the hume of the frustee of the fund. <Super Fund A/C> Superaunnuation Fund
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OFFER APPLICATION FORM Haranga
Haranga Resources Limited ABN 83 141 128 841 REsouReEs

ONLY COMPLETE THIS APPLICATION FORM IF YOU WISH TO SUBSCRIBE FOR SHARES UNDER THE GENERAL OFFER.

This Offer Applicution Form (Applicution Form) relutes to the issue of 125,000,000 fully puid ordinary shures (Shares) in Hurungu Resources
Limited (Compuny) ut 20 cents per Share pursuunt to u prospectus duted 9 November 2010 (Prospectus). The expiry dute of the
Prospectus is the dute which is 13 months ufter the dute of the Prospectus. While the Prospectus is current, the Compuny will send puper
copies of the Prospectus, uny supplementury documents und the Application Form, free of charge to uny person upon request. You
should reud the Prospectus before upplying for Shares. A person who gives unother person access to this Application Form must ut the
sume time und by the sume meuns yive the other person uccess to the Prospectus, und any supplementary prospectus (if applicuble).

PLEASE READ ALL INSTRUCTIONS ON THE REVERSE OF THIS FORM
Full name (PLEASE PRINT)

Title, Given Name(s) & Surname or Company Name

Joint Applicant #2 or <designated account>

Joint Applicant #3 or <designated account>

Postal Address (PLEASE PRINT)

Street Number Street
Suburb/Town State Post Code
ABN, Tax File Number or Exemption  Applicant #2 Applicant #3

CHESS HIN or Existing SRN (where applicable)

Number of Shares applied for Application Money enclosed at 20 cents per Share

AS

1/We whose full hame(s) und uddress uppeur ubove hereby upply for the humber of Shares shown ubove
(fo be dllocuted to me/us by the Compuny in respect of this Applicution) under the Prospectus on the terms
set out in the Prospectus.

Cheque Details:

PLEASE ENTER Drawer Bunk BSB or Brunch Amount
CHEQUE
DETAILS
THANKYOU

My/Our contuct numbers in the cuse of inquiry ure:

Telephone ( ) Fax ( )

Cheyues should be mude puyuble to Hurungu Resources Limited — Share Offer Account, crossed *“NOT NEGOTIABLE”.
Cheyues und completed Applicution Forms should be forwaurded, to arrive no later than 5:00pm WST on
3 December 2010 (or such other dute us is determined by the Directors) to the Compuny:

Hurunygu Resources Limited — Share Offer Account
C/- Hurangu Resources Limited

Level 1, 33 Richurdson Street

WEST PERTH WA 6005
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GUIDE TO THE APPLICATION FORM

If an applicaunt hus uny yuestions on how to complete this Applicution Form, pleuse telephone the Compuny on 9200 4267.

A. Application for Shares
The Applicution Form must only be completed in uccordunce with instructions included in Prospectus. Applicutions must be for a minimum of 10,000 Shares
aund theredufter in multiples of 1,000 Shares.

B. Name of Applicant
Write the Applicant’s FULL NAME. This must be either un individudl’s nume or the nume of u compuny. Pleuse refer to the bottom of this puge for the correct
form of registruble title. Applicutions using the incorrect form of registruble title muy be rejected.

C. Name of Joint Applicants or Account Designation
If JOINT APPLICANTS ure upplying, up to three joint Applicunts may register. If upplicuble, pleuse provide detuils of the Account Designution in bruckets.
Pleuse refer to the bottom of this puge for instructions on the correct form of reyistruble fitle.

D. Address
Enter the Applicunt’s postal uddress for ull correspondence. If the postal address is hot within Australia, pleuse specify Country
ufter City/Town.

E. Contact Details
Pleuse provide u contuct hume und duytime telephone humber so thut the Compuny cun contuct the Applicunt if there is un
iregularity regarding the Application Form.

F. CHESS HIN or existing SRN Details
The Compuny purticiputes in CHESS. If the Applicunt is ulreudy u purticipunt in this system, the Applicunt muy complete this section with their existing CHESS
HIN. If the upplicant is un existing shareholder with un Issuer Sponsored uccount, the SRN for this existing account may be used. Otherwise leuve the section
blunk und the Applicunt will receive u hew Issuer Sponsored uccount und stutement.

G. Cheque Details
Muake cheyues puydble to “Hurangu Resources Limited — Share Offer Account” in Australian currency and cross them “Not
Negyotiuble”. Cheyues must be drawn on un Australiun Bank. The umount of the cheque should ugree with the amount shown on
the Applicution Form.

H. Declaration

This Application Form does not heed to be signed. By lodging this Application Form und u cheyue for the upplication money this Applicant hereby:

(1) upplies for the number of Shares specified in the Applicution Form or such lesser number us may be ullocuted by the Directors;

(2) uyrees to be bound by the constitution of the Compuny;

(3)  uuthorises the directors of the Compuny to complete or umend this Applicution Form where hecessury to correct uny errors
or omissions;

(@)  ucknowledyges thut he/she hus received u copy of the Prospectus uttuched this Applicution Form or u copy of the Applicution Form before upplying
for the Shures; und

®)  ucknowledyges thut he/she will not provide unother person with this Application Form unless it is uttuched fo or uccompunied by the Prospectus.

CORRECT FORMS OF REGISTRABLE TITLE

Note thut ONLY leyul entities ure ullowed to hold securities. Applicution Forms must be in the hame(s) of u hutural person(s),
compunies or ofher legul enfities ucceptuble to the Compuny. Af leust one full given hume und the surnume is required for euch
nuturdl person. Applicution Forms cunnot be completed by persons under 18 yeurs of uge. Exumples of the correct form of reyistruble
fitle ure set out below.

Type of Investor Correct Form of Registration Incorrect Form of Registration
Individudl  Use given names in full, hot initials Mr John Alfred Smith J A Smith
Compuny  Use the compuny’s full title, hot ubbreviations ABC Pty Ltd ABCP/L or ABCCo
Joint Holdinys Mr Peter Robert Williums & Peter Robert &
Use full und complete nhames Ms Louise Susun Williams Louise S Williums
Trusts Mrs Susun June Smith Sue Smith Fumily Trust
Use the trustee(s) personul hume(s). <Sue Smith Family A/C>
Deceused Estutes Ms June Mary Smith & Estute of lute John Smith
Use the executor(s) personul hume(s). Mr Frank Willium Smith or
<Est John Smith A/C> John Smith Deceused
Minor (u person under the uge of 18) Mr John Alfred Smith Muster Peter Smith
Use the hame of u responsible adult with an <Peter Smith A/C>
uppropriate designation.
Partnerships Mr John Robert Smith & John Smith und Son
Use the purthers personal names. Mr Michael John Smith
<John Smith and Son A/C>
Lony Numes. Mr John Willium Alexander Mr John W A Robertson-Smith
Robertson-Smith
Clubs/Unincorporuted Bodies/Business Numes Mr Michuel Peter Smith ABC Tennis Associution
Use office beurer(s) personal name(s). <ABC Tennis Associuation A/C>
Superunnuation Funds June Smith Pty Ltd June Smith Pty Ltd
Use the hume of the frustee of the fund. <Super Fund A/C> Superaunnuation Fund
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