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REPUBLIC OF THE PHILIPPINES)
)S.§

SECRETARY’S CERTIFICATE

I, VINCENT JOSEPH T. ENCARN ACION, Filipino, of legal age, with office address at
Unit 4, 2™ Floor, Topy Building 1, Economia Sireet, annmhav?n Quezon City, upon being
sworn in accordance with law. depose and say that-

1. I am the duly elected Assistani Corporate Secretary of SR METALS, INC. (the
“Corporation”), a corporation d uly organized and existing under the laws of the Republic of
the Philippines, with office address at Unit 4, 2™ Floor, Topy Building 1, Economia Street,
Bagumbayan, Quezon City.

2. A meeting of the Board of Directors of the Corporation was held on 26 November 2007
3. At said meeting, a majority of the directors being present, the following resolutions were

unanimously approved:

"RESOLVED, that the Corporation her eby designates and authorizes My

Miguel  Alberto V. Gutierrez, Presiden: of the Corporation, as
representative and signatory of the Cor, poraiion in connection with the
Mineral Production Sharing Agreement (“MPSA’ J Application No.

000014-X111 filed with the Mines and Geosciences Bureau, in replaceinent
of Mr. Edgar R.. Erice, then President o of the Corporation at the time of
the filing of MPSA Application No. 0000 ] 4- X111

RESOLVED, FURTHER, that the Corporation is hereby authorized to
request from the Mines and Geosciences Bureou that henceforth, all
records, documenis, communications and correspondence relating io
MPS4 Application No. 000014- 20774 mc!zuzmg the duly-approved MPSA,
name, and be directed or coursed through Mr. Miguel Alberio V.
Gutierrez as represeniative of the Corporation;

"RESOLVED, FURTHER. that Mr. Miguel Alberto V. Gutierrez be, as he
is hereby, appoiniied, designiated, and authorized {o:

@) represent the Corporation before the Mines and G eosciences Bureau
and other relevant government agency or office as applicant in MPSA
Application No. 000014-X11]: '

b) sign or execute for and in behalf of ihe Corporation arny and all
agreements, coniracts, applications, or instruments relative to the
Joregoing MPSA Application No. 000014- X1 and




TN

¢ execute, comply with, and submit or deliver any and all requirements
of the Mines and Geosciences Bureau or other relevant government
agency or office relative 1o MPSA Application No. 000014-XTII:

“"RESOLVED, FINALLY, that that the authority herein granted to Mr.
Miguel Alberto V. Gutierrez shall remain in Jull force and effect until
revoked by a resolution passed by the Board and all acts lenwfully done or.
performed by the said My. Miguel Alberio V. Guiierrez Prior_to such
revocation shall be, and the same hereby are, ratified and conﬁrmed

IN WITNESS WHEREOF, I have hereunto set my hand thié*’lday of December 2007
in Quezon City, Metro Manila.

VINCENT JOSEPHT* ENCARNACION
Asst. Corporate Seasgtary

%
k)

ol S
SUBSCRIBED AND SWORN TO before me th%fti; day of December 2007, affiant

exhibiting to me his Community Tax Certificate No. 08457207 issued on 16 January 2007 at San
Juan, Metro Manila.

Doc. No. &£
Page No. )

Book No. /\ﬂ .

Series of 2007.
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Republic of the Philippines
Department of Environment and Natural Resources
MINES AND GEOSCIENCES BUREAU
North Avenue, Diliman, Quezon City

APPLICATION FOR
MINERAL PRODUCTION SHARING AGREEMENT |

Application No.  APSA - 0000 14~X

Applicant : SR METALS INC.

Address : Unit 6 & 7 3" floor Topy’s Place Bldg. Economia Cor. Industria St. Bacumbavan.
Quezon City

Business Phone/Fax Nos.: (632)638-8679. (632)633-8274 Fax No. : (632)637-6741

For Corporation, Partnership, Association or Cooperative:

Name Position
Edgar r. Erice President
John Anthony V. Gutirrez VP-Engineering
Patrick Angelo V. Gutirrez VP-Finance
Miguel Alberto V. Gutierrez VP-Administration
Antonio R. Dimabuyo VP-Operations
Alejandro T. Basalio VP-Logistics

Capitalization:

Authorized 2 40,000,000.00
Subscribed P 10,000.000.00
Paid-Up P 2.500,000.00
Citizenship of Stockholders and Percentage of Holdings
Nationality Subscribed . Paid- Up
Filipino 100 % 25 %
American xx % xx %
Canadian xx % xx %
Australian xx % x %
Others, pls. specify xx % x %

Mineral Commodity AppliedNickel . Cobalt and Iron

Area to be explored Five Hundred Ninety One (591.0) hectares
Location of Applied Area Barangays La Fraternidad. Binuanean
and Sta. Ana all in the Municipality of Tubav. Agusan del Norte

(Please see attached technical description of the area.
Attached as Annex “A” of this document)

In accordance with the provisions of the Philippine Mining Act of 1995 and DENR Administrative
Order No. 96-40 otherwise known as the Revised Implementing Rules and Regulations promulgated
thereunder, the undersigned, for and in behalf of ___SR Metals  hereby applies for Mineral Production
Sharing Agreement to extract and dispose Nickel. Iron and Cobalt subject to the following conditions:

I. The statements made in this application or made later in support thereof, shall be considered as
conditions and essential parts of the Agreement that may be granted and any or omission of facts which
may alter, change, or affect substantially the




MGB Form No. 00-1

facts set forth in said statements shall be sufficient cause for the cancellation of
the granted.

2. The applicant further binds itself to submit additional requirements should the
Regional Director concerned deems necessary for purposes of determining his/her
qualification for the grant of the permit applied for.

3. The application is filed for the exclusive use and benefit of the applicant and not
either directly or indirectly for the benefit of any other person, corporation or
partnership and the area is applied for the sole purpose of its development and
operation, and not for speculation.

4. The foregoing statements are hereby certified to be true to the best of the
applicant's knowledge and belief.

5. The application fee of Pb ) 520@?) T.A. had been paid under Official
Receipt No._ 221789 " dated Juk 2 1897 at
verle-mes RUL km-2. Sugiqao Gty

I Edgar R. Erice , the person executing this application, being first
swormn, depose and say: that I have read or have caused the foregoing application to be
read to me, that I thoroughly understand the sam},ﬂ]@t each and every statement in said
application is true and correct.

AR
,}EDGAI(R. —

TIN 155-863-249-000




MGB Form No. 06-1

ACKNOWLEDGEMENT
Republic of the Philippines )
Province of i} )s.s.
City/Municipality of A )

SUBSCRIBED AND SWORN to before me at the place aforesaid, on this
7] day of QAR , 20 0 & . The affiant exhibited to me his/her

Community Tax Certificate No. 200519717307 issued at Caloocan City on the 11" day
of May, 2006.

Doc. No.
Book No. D4 —0i
Page No. A3723, AMAT ST.,SURIGA
Series of
INSTRUCTION
1 This application shall be accomplished in quintuplicate, two copies to be retained

by the applicant, one copy to be retained by the MGB Regional Office and the
remaining copies to be forwarded to the MGB Central Office.

2. All pertinent information required shall be given, inapplicable words cancelled
and all blanks shall be filled up.

3 Application not accompanied with all the required documents shall not be
accepted. ‘
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1.0 CORPORATE SUMMARY

1.1 Project Name:

SR METALS INC. (SRMI)

1.2 Contact Persons:

MR.MIGUEL ALBERTO V. GUTIERREZ
President

SR Metals, Incorporated

Unit 4, 2™ Floor, Topy’s Place Bldg.No.1
Bagumbayan, Quezon City

JIMWELL ORPILLA
Head- Legal/Tenement
CP # 0910-4953289

2.0 PROJECT DESCRIPTION

2.1 Project Details

2.1.1 Location

The SRMI Project is located at Sitio Bugnam, barangay La Fraternidad, Tubay,
Agusan del Norte. On the northern portion of the project area are barangays
Binuangan, Tagpangahoy and Tinigbasan.

cliffs toward the western shoreline and cut by east-draining ephemeral streams.
The whole area is mostly covered with shrubs and bushes dominated by wild
ferns.

2.1.2 Estimated Capital Cost

Exploration expenses for a three-year period is already integrated into the
Estimated Capital Costs.

SRMETALS INC.
Tubay Nickel Project
Tubay, Agusan delNorte
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The estimated capital cost for the mine development, construction of
infrastructures and exploration is approximately P273,126,502.00 and is

summarized as follows;

Table 2.0, Breakdown of total capital expenditures

CAPEX
Land Acquisition
Mobilization
Demobilization
Road Construction
Causeway Construction
Settling Pond Construction
Infra (Civil Works)
Lab. Equipment
Office Equipment
Service Vehicles
Survey Equipment
ECC Acquisition

Subtotal

Working Capital (3 months Operating Cost)
Stripping

Laboratory

Environmental Management

Labor

Office Supplies

Subtotal
Exploration

Total CAPEX

2.1.3 Minerals to be Produced
Nickel silicate ore

2.1.4 Present Status of the Project

The SRMI project is still in its development and construction
primary activities that will be undertaken during the 3-year perio

Amt Contingency Total
50,000,000 5,000,000 55,000,000
10,000,000 1,000,000 11,000,000
12,000,000 1,200,000 13,200,000
28,000,000 2,800,000 30,800,000
15,000,000 1,500,000 16,500,000
10,000,000 1,000,000 11,000,000
15,000,000 1,500,000 16,500,000

7,500,000 750,000 8,250,000

25,000,000 25,000,000
2,800,000 2,800,000

2,500,000 2,500,000

192,550,000

45,638,889 45,638,889
2,394,000 2,394,000

1,033,000 1,033,000

12,476,693 12,476,693
10,033,920 10,033,920
71,576,502

9,000,000 9,000,000

273,126,502

stage. Among the

d are as follows:

e Construction and development of main haul roads and other road
networks that will link to the different vital mine structures and facilities
were initially undertaken during its previous operation. Mine facilities
include causeway/pier, guesthouse, staff houses, mine office, clinic

warehouse and assay laboratory. Mine structures com
and beneficiation area, dumpsites, nurse

systems and sumps.

* Selection and commissioning of the owner’s team and contractors

SRMETALS INC.
Tubay Nickel Project
Tubay, Agusan delNorte

prise ore stockyards
ry area, settling ponds, drainage
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e Construction of support facilities in order to achieve a quality output in
mining operation.

e Site preparation and development for additional waste dumps and topsoil
dumps.

* Land clearing and topsoil removal
Waste stripping

2.1.5 Description of the Mining Method

The mining method is dictated by the nature of occurrence, topography and
location of the ore deposit. Contour Mining or open-pit mining was selected and
adopted by SR Metals Inc. (SRMI) due to near surface location of the said
deposit.

Fig. 1 shows the typical mining plan while Fig. 2 shows the corresponding cross
section with details such as bench height, width, pit final slope, bench slope, pit
bottom elevation and pit limit.

Table 2.1 shows the crude ore classification as adopted by SRMI as one of the

foremost basis in establishing its resources, and which shall likewise be the guide
throughout the project's mining operation.

Table 2.1. Ore Classification Scheme

Ore Classification %Ni %Fe
Overburden <0.60 2 35.00
| 0.60-0.89 2 25.00
L2 0.90-1.20 2 25.00
L3 1.21-1.50 225.00
L4 1.51-1.99 225.00
S1 0.60-0.89 <25.00
S2 0.90-1.20 <25.00
S3 1.21-1.50 <25.00
S4 1.561-1.99 <25.00
S5 22.00 <25.00
S6 22.00 <25.00

Basically Nickel Mining operation follows the sequence during the course of
mining activity/operation.

Clearing

Overburden Stripping

Soft Ore Mining

Hard Ore Mining

Beneficiation Operation

Ore Hauling

o Ore Shipment loading / Marketing

SRMETALS INC.
Tubay Nickel Project
Tubay, Agusan delNorte
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2.1.5.1 Land Clearing

Land clearing activities are planned ahead for the proper sequence of mining
operation. This includes timber recovery, chipping/mulching of undergrowth,
removal of all growth, stumps, roots and all-organic matters. The topsoil and
other materials will be dumped to the designated topsoil dumps for future use
during rehabilitation activities.

2.1.5.2 Overburden Stripping

Waste stripping involves removal of overburden material below the nominal cut-
off grade. Waste materials will be hauled and dumped to designated waste
dumps.

After removing the overburden material below the nominal cut-off grade, all
benches at three (3) meters bench height will be sampled by channel (vertical)
sampling method with an interval of 3 to 5 meters per sampling point. Samples
are placed and labeled in bags, and shall be sent to laboratory for analysis. With
the laboratory results, face sampling stakes shall be coded with ribbons of which
the corresponding color shall be based on the grade classification of SRMI, which
will serve as guide for the (segregators) hydraulic excavator operator in the
excavation and segregation process.

2.1.5.3 Ore Mining

The main purpose of stripping activities is to expose the ore. Once the ore is
already exposed mining activities will then follow. The pit design includes volume
of overburden and mineable ore, access road, drainage, stripping and mining
limits.

Maps of the pit design are always made available as guide for the supervisor / pit
engineers. Channel samples shall be taken vertically from the bench face five
(5)-meter interval and its assay result shall be posted on grade control stakes to
serve as guide to loader operators in material segregation. Extracted materials
are classified as follows with their corresponding horn signal for proper and
appropriate segregation at the stockpile area:

Table 2.2. Ore classification and corresponding horn signal

Ore Class % Ni Range % Fe Range Horn Signal
Laterite <0.90 220.0 One Short
LGHO - A 21.70 — <20.00 <8.00 Five Short & One Long
LGHO -B <1.70 <8.00 Four Short & One Long
LGSO -A 21.70-<2.00 > 8.00 - <20.00 Three Short & One Long
LGSO -B 20.90-<1.70 28.00 - <20.00 Two Short & One Long
LGSO- C <0.90 - >=8.00 <20.00 One Short & One Long
LO-A 21.70-<2.00 =20.00 Three Long
LO-B 20.90-<1.70 = 20.00 Two Long
SRMETALS INC.

Tubay Nickel Project
Tubay, Agusan delNorte
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SHO - A >2.50 <8.00 Nine Short

SHO -B >2.30-<2.50 <8.00 Eight Short

SHO-C >220-<2.30 <8.00 Seven Short

SHO-D >2.00-<220 <8.00 Six Short

SSO-A >2.50 >8.00 Five Short

SSO-B >2.30-<2.50 >8.00 Four Short

SSO-C >2220-<2.30 >8.00 Three Short

SSO-D >22.00-<2.20 >8.00 Two Short

No bench shall be excavated/ advanced without the assay guide. The working
bench is excavated / advanced in slices of three (3) meters only. Each material
classification shall be excavated and loaded to dumptrucks separately. The
loader operator or segregator should take extra care in digging so as to avoid
material mixing. Dig by excavating first from the top of the bench downwards.

The segregator should sound the corresponding horn signal after finishing each
truckload to guide the driver to the material classification of its load. The driver is
required to respond by sounding back same horn signal to signify his full
reception of the message.

2.1.5.4 Pre-stockpiling and Stockpiling

Extracted ore (limonite & saprolite) is hauled and piled to the stockyard according
to grade classification. Saprolite ore is pre-stockpiled and sampled for upgrading.
After analyses, pre-stockpiled ores shall be hauled and piled at their designated
stockyards according to their re-classification.

In order to satisfy/maintain the ore classification, pre-stockpiling activities shall be
employed. Ore loaded in the dump trucks from mine shall be sampled
systematically using JIS 125R scoop. Based on the initial bench laboratory grade
analysis, the ores will be pre-stockpiled. The sample shall be taken at the center-
top heap load of the dump box (a sampling standard shall be provided for these
sampling activities).

The standard sampling interval and sample size for each pre-pile shall be as
follows.

Table 2.3. Truck sampling procedure

Ore Class Sampling Interval and Sample Size
Laterite/waste 5 Truckloads per increment and 10 increments/sample
Low Grade Ore 3 Truckloads per increment and 10 increments/sample
Limonite Ore 2 Truckloads per increment and 10 increments/sample
Saprolite Ore 2 Truckloads per increment and 10 increments/sample

The sample shall be collected in a sack. A plastic lining is required for samples
that need moisture analysis. Truck count, ore class, type of sample, and other
relevant information shall be recorded in standard check sheet provided. Proper

SRMETALS INC.
Tubay Nickel Project
Tubay, Agusan delNorte
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tagging of samples and provision of stake / marker to the pre-stockpiled materials
should be carried-out strictly.

In preserving the quality of stockpiled ore, canvas sheets (tarpaulin sheet) shall
be utilized to cover the ore piles especially during rainy days. This is done to
maintain the desired moisture content of the ore (normally at 35%) and prevet
siltation that may result to contamination other stockpiled ores.

Likewise, environmental precautions shall be responsibly implemented. The port
perimeter where ore piles are placed is lined with mixed aggregate materials
barrier (buffer-berm) to prevent discoloration of sea-water that may result to
further siltation at the shoreline. Surface elevation of the causeway is likewise
tilted at the flank diverting run-offs away from the seaside toward the sump
provided onshore.

With regards to the dust problem that may occur during loading activity, regular
water spraying as well as road maintenance activities like road-grading and
compaction are implemented at the vicinity of the wharf to mitigate excessive
dust generation. Dust that may be generated from the stockpiled material itself
will be less to minimal in occurrence since moisture content of the material to be
stockpiled shall be kept as to the buyers’ specification which is not more than
35% moisture content.

2.1.5.5 Beneficiation

After the analyses of the pre-stockpiled ores have been completed,
reclassification shall be implemented by transferring each pile to its designated
area.

The saprolite ore will undergo beneficiation, which is simply the separation of
hard ore boulders from the soft ore materials. The process takes place by gravity
method achieved by rolling the material from the embankment (10-15 meters
high). Soft ore materials are left behind at the slope while the hard ore materials
roll down at the toe of the embankment. Subsequently, such materials will be
reclaimed by wheel loaders for manual breaking or for feed to mobile crusher.
Again, reclassification shall be implemented.

2.1.5.6 Ore Hauling

Beneficiated ore products (hard & soft ore) will be hauled to pieryard situated
near the causeway and stockpiled according to their material classification. Ore
stockpiles are covered by, tarpaulin canvas sheets to prevent them from getting
wet.

SRMETALS INC.
Tubay Nickel Project
Tubay, Agusan delNorte
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In order to have a reliable ore quality all beneficiated ore products hauled to
Pieryard shall undergo sampling which be the final basis for the mixing / blending
in order to meet or satisfy the shipping requirement specifications.

2.1.5.7 Shiploading

Beneficiated ore stockpile from the pier yard will be loaded to dump trucks using
Track Excavators or Wheel Loaders. Again, truck sampling shall be undertaken
from a sampling stand before the ore is loaded into the Landing Craft Transport
(LCT). By using JIS 125R scoop, sampling is done every other truck. One lot is
equivalent to two hundred forty (240) truckloads.

During the loading of the LCT’s the wheel loader will regularly trim and crown the
ore pile in order to accommodate the next incoming dump truck to unload. From
the causeway, the loaded LCT’s will retreat seaward to the foreign Cargo Vessel
anchored offshore (about two-hundred (200) meter distance from the shoreline).
After ship siding, the LCT’s will start unloading through the vessel’s clamshell and
finally loading the same in its hatches. The duration to load and unload the LCT
is estimated to take from 5 — 6 hrs. and it will take 7 — 8 days and 10 — 12 days to
complete the shipment of 42,000 WMT and 60,000 WMT of Nickel Ore,
respectively.

All efforts should be done so as not to expose the ore to rain while ship loading
operation is going on. Necessary canvas sheet for covering the ore inside the
LCT should be made available and ready to use in case of inclement weather. In
case of heavy downpour, ship loading operation shall be suspended.

The mine surveyor shall be the company’s representative in determining the final
weight of cargo loaded by applying the internationally accepted draft survey
procedures. In case both the company’s and vessel's representatives cannot
decide on a common draft survey result, a private surveyor will be hired to act as
an umpire.

2.1.6 Process Plant

SRMI Project has no processing plant. The nickel silicate ore is directly shipped
to the foreign vessel.

2.2 Mineral Reserves

2.2.1 Mineable Reserves

The calculation of ore reserve is undertaken based on the data gathered from 200-meter,
100-meter and 50-meter grid drill holes conducted by ARDEX Drilling Contractor. Drill
holes location and assays are subsequently then plotted and interpreted in cross

SRMETALS INC.
Tubay Nickel Project
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sections. Volume of the ore is computed half way influence from each drill hole and
reflecting the grade at 1 meter interval (Bank Cubic Meter, BCM). The computed ore
tonnage is obtained by taking into consideration its Specific Gravity and the soil swell
factor of the deposit at 1.12 and 1.35 loose cubic meter (LCM) respectively.
Corresponding assay of the established tonnage is computed by combining the grade
(weighted average) within three (3) meters depth. Ore resources, being blocked were
categorized as Inferred and Measured. Inferred ore resource refers to ore blocks
having a drill holes with grid interval ranging from 100 to 200 meters. Measured ore
resource on the hand, refers to the drill holes with grid interval ranging from 50 to 25
meters. Tonnage computed is in-situ.

Table 2.4, shows the crude ore classification adopted by SRMI as one of the
foremost basis in establishing its resources and which shall likewise be the guide
throughout the project’s mining operation.

Table 2.4: Ore Classification Scheme

Ore :
Classification = ’ i ‘
Overburden <0.60 >=40.00
E1 0.60-0.89 >=45.00
B2 090-120  >=45.00
L3 1.21-1.50 >=20.00
L4 1.51-1.99 >=20.00
S1 0.60-0.89 <45.00
S2 0.90-1.20 <45.00
59 1.21-1.50 <20.00
S4 1.51-199 <20.00
S5 >=2.00 >=20.00
S6 >=2.00 <20.00

Basing from the above resource, various economic factors and parameters were likewise
taken into considerations in the estimation of ore resource which shall be utilized as
basis in the Feasibility Study of SRMI to wit:

= Prevailing Metal Price of Nickel basing from China Market at $17/MT for 0.90 -
1.10 %Ni which rapidly increased up to $21/MTat present

Mine operating cost consisting of ore, waste stripping cost and Rehandling cost
Marketing and Over-all Overhead Cost

Taxes & Govt. Obligations

Bench height at 3 meters interval

Minimum bench width at 5 meters

Basing from the drill holes, partial and updated Ore Resource are estimated as
follows; Measured Ore Resources at 5.879,758 WMT with an average assay of
1.08% Ni and 26.57% Fe, Inferred Ore Resource is about 9,049,998 WMT at
0.98% Ni and 26.12% Fe as shown in the tables below:

SRMETALS INC.
Tubay Nickel Project
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Table 2.5: Measured Ore Resource

Block Material WMT %Ni %Fe
e Waste 2,822,284 0.45| 4476
A Ore 5,879,758 1.08 | 26.57
Total 8,702,042 0.88 | 32.47
Table 2.6: Inferred Ore Resource
Block | Material WMT % Ni % Fe
> Waste 911,916 043 4383
Laterite 1,065,120 0.86  43.00
LIMO A
= LIMO B 107,520 1.30 31.47
B LGSO A 459200 1.43 16.70
LGSO B 257,600 1.12 16.88
— HGSO 56,000 1.96 12.59
Total Ore 1945440 1.08 3182
Ore&Waste 2,857,356 0.87 35.65
Waste 958,973 0.46 2408
Laterite 1,206,628 0.85 4347
- LIMO A 0
= LIMO B 373,968 1.37 34.75
C LGSO A 1,440,849 1.45 14.10
LGSO B 1,979,824 0.92 11.58
e HGSO 232,400 2.09 11.78
Total Ore 5,233,669 113 2129
Ore&Waste 6,192,642 103 21743

Table 2.7, Combined Inferred Ore Resources
Material | Block WMT %Ni %Fe
= Block-B 1,945,440 1.08 31.82
Total Ore Block-C 5233669 1.13 21.29

Total 7,179,109 112 2415
= Total Block-B 2,857,356 0.87 35.65
Block-C 6,192,642 1.03 21.73

A,, Ored\Wasle st e 5h DD o610

2.2.2 Average Grade of Ore for each Mineral Commodity

Table 2.8, shows the average grade for Ni and Fe considering both measured
and inferred ore resources are the following;

Table 2.8: Average Assay
Resource WMT %Ni %Fe
Measured | 5,879,758 1.08 | 2657
Inferred 9,049,998 098 | 26.12
. Total/Avg | 14,929,756 102 2630

SRMETALS INC.
= Tubay Nickel Project
Tubay, Agusan delNorte
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2.2.3 Cut-off Grade

The cut-off grades used in the reporting of the reserves are based on the ore
classification scheme as shown in Table 2.4.

120

The life of the mine can be calculated by the formula:
Total Ore Reserves : 12,003,344 WMT

Ave. Annual Production : 1,200,000 WMT

Mine Life = Mineable Ore Reserve (WMT) + Annual production (WMT)
=10 years

However, the area has a potential for additional ore reserve within the existing mineral
claim. Annex-A describes the estimated work development schedule and mine life.

2.3 Access/Transportation

2.3.1 Road

The project area is located about 40 kms northeast of Butuan City. It is
accessible via the concrete national highway that links Butuan City and Surigao
City in the north. Total driving time from Butuan City is about 30 minutes and is
about 1.5 hours from Surigao City.

2.3.2 Air Access

The project area could be reached through two (2) direct commercial flights from
Manila served by Philippine Airlines and Cebu Pacific. Alternatively, there is now
a new Manila-Surigao City direct flight by Asian Spirit.

2.3.3 Shipping

There is a direct 36-hour travel by inter-island passenger vessel from Manila to
Nasipit. On the other hand, there is also a direct inter-island shipping vessel from
Manila to Surigao City scheduled once a week through WG&A Superferry and
Sulpicio Lines.

2.4 Utilities
2.4.1 Power Supply Requirements and Alternatives

Sources of imported materials like spare parts will be sourced in nearby cities
with minor items coming from Manila. Requisition will be made as the need arises
SRMETALS INC.
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by means of indent orders through trading partners or local suppliers. The
supplier for fuel, oil, and lubricants is either Petron or Shell.

The local electric Ccooperative would supply electricity in the mine site, that will be
backed up by a movable 75 kva generator set powered by diesel engine. This
can adequately supply power for office lightings, copier machine, computers, air
conditioners, AAS and other equipment in the Assay Laboratory.

2.4.2 Water Supply Requirements and Alternatives

The existing communal water supply system from the spring sources at the site
will be rehabilitated. Drilling or digging of deep wells will explore potential
underground water resources.

2.5 Mining Equipment
2.5.1 List of Equipment Needed

In the construction and development stage, SRMI will lease all mining equipment
from qualified contractor(s) to save on capital costs. The said equipment will be
particularly utilized in the construction of vital mine-structures and support
facilities.

Parameters for Computation

1 Year = 365 Days

= 52 Sundays
12 National Holidays
2 Local Holidays

= 164 Rainy Days (estimated)
Total No. of Working Days = 135 Days (Estimated)
Working Hours Per Day =12 hrs. (8 hrs. reg. 4 hrs. oT)
Equipment Efficiency =70 %
Specific Gravity (Soft Ore) =1.11
Specific Gravity (Hard Ore) =146

DT Capacity =10.0cu. m.
Hauling Distance

Stripping = 1.00 km
Mining = 1.00 km
Benificiation - Stkyrd = 0.20 km.
Stkyrd - Pieryard = 20.00 km
Ave. Truck Speed

Loaded =15.0 kms./hr.
Empty = 20.0 kms./hr.

SRMETALS INC.
Tubay Nickel Project
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Bucket Capacity
Backhoe

Truck Loader
Wheel Loader
Bulldozer

1.20 cu.m./bucket
2.10 cu. m/bucket
3.00 cu. m/bucket
1.75 cu. m/push

Production Equipment Capacity:

Production Equipment Capacity
Wheel Loader (WL) 211.8 cu.m./hr.
Track Excavator (TX) 83.0 cu.m./hr.
Track Loader (TL) 100.0 cu.m./hr.
Crawler Tractors (CT) 108.0 cu.m./hr.
Dumptruck (DT) 25 tonner
Stripping 53.20 cu.m./hr.
Mining 42.00 cu.m./hr.
Beneficiation 42.00 cu.m./hr.
Ore Transportation , 42.00 cu.m./hr.

Number of Production Equipment Required:

Production per Day= (No. of Equipment Required) x (Equipment Capacity) x (Working
Hours) x (Equipment Efficiency)

No. of Eqpt. Required = Production per Day + (Eqpt. Capacity)x(Working Hrs.) x (Eqpt.
Efficiency)

List of Equipment Needed per Activity:
* Water Truck

Summary of Equipment Needed:

Activity/Operation | CT | Comp [RG |DT |ADT |TX |TL | WL SV
Stripping 1 4 1
Mining 1 1 11 2
Beneficiation 5 1
Ore Trans to Pier 2 15 2
Shiploading 6 2
Road Construction 1 1 1
Env’l & Other Activty *4 1
Service Vehicle 22
Total 5 1 2 30 11 6 1 3 22
* Water Truck
SRMETALS INC.

Tubay Nickel Project
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Summary of Equipment Needed:

Equipment Type No. of Units
Conventional DT, (10 cu.m. capacity) 30%
Articulated DT (25T, CAT, VOLVO) 15
Hydraulic Excavator , (Cat 300 Series: 1.2 cu.m.) 6**
Hydraulic Excavator, (TL, Caterpillar,Cat 973, cap:2.1 cu.m.) 1=
Crawler Tractor, ( CT, Caterpillar, Cat D7H, w/angle blades, ripper) o™
Wheel| Loader, ( WL, Komatsu, A 470-3A) 3**
Road Grader, (RG, GD 51 1A-D) Pt
Service Vehicle (KIA, Strada, DELICA) 22*
Fuel Lorry( F L, 12 Kiloliter cap) 12t
Water Truck, (WT, 12 Kiloliter cap) 4x*
Pump Boat (PB, 2 tons cap) 1
LEGEND:
Purchased
** Leased

2.6 Workforce Information

2.6.1 Total Operational Workforce

Table 2.8. Estimated Tota| Workforce

mm
' Mining Dept. m.ln 133 |

Mine Eng’g/Geology Dept 18] 23 35

 Heavy Equipment Dept m
Construction & Services Dept m-[aﬂ
m-ﬂ 55 |
f Socio-Environment, Sanitary & [ 6 16 22
_Health Dept.
79
=
28
567

=
Safety Dept Ev e
Total m 494

2.6.2 Organizational Chart
Please see Annex-A

SRMETALS INC.
Tubay Nickel Project
Tubay, Agusan delNorte
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2.6.3 Housing Option

The company will construct its own housing facilities at the proposed site (see
Figure 10) for its managers, supervisors and staffs including qualified
residents/employees from Purok 7, La Fraternidad which is scheduled to be
vacated as the area will become a stockpile yard.

2.7 Development Program
2.7.1 State of Development

The feasibility study had been submitted to DENR-MGB Central Office for
approval.

2.7.2 Description of Planned Activities

The major planned of activities for the three (3) - year period are as follows:
(Refer to Annex-A)

Year 1

Site preparation and construction of Campsites and office facilities
Construction of additional settling ponds and sumps

Finalize contract agreements involving development works

Relocation of some residents of Brgy. La Fraternidad and other affected
barangays

Construction of spillways and dirty water drains

Organizing of Owner’s team

Clearing and removal of topsoil

Continue waste stripping at the mining area

Construction and development of road networks that will link to vital
mine facilities and structures

Year 2

Finish construction of campsites and office buildings and other facilities.
Environmental protection structure maintenance

Continuous waste stripping at the mining area

Continuous grade control development drilling

Continuous ore mining and stockpiling

Continuous ore shipment

SRMETALS INC.
Tubay Nickel Project
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Year 3

Environmental protection structure maintenance
Continuous waste stripping at the established mining area
Continuous ore mining and stockpiling

Continuous ore shipment

2.7.3 General Development Plan

Areas for development sites, mine structures and mine facilities are shown in Fig.
7

2.7.4 Schedule and Estimated Cost Per Annum
Please refer to Annex-C
2.7.5 GANTT CHART
Please see schedule of project implementation in Annex-A
2.8 Production Schedule

Please refer to Annex-C

3.0 COMMUNITY DEVELOPMENT PROGRAMS and ESTIMATED
TOTAL COSTS

The Social Development and Management Program of SRMI will be anchored on
the framework of sustainable development for the affected mining communities.
The following strategies will be adopted to implement the social development
program:

Prioritize residents of impact areas for both direct and indirect employment

e Assist in providing basic social services such as water facilities, road
improvement and maintenance
Organize community residents and introduce livelihood projects
Provide training to qualified host community residents. These training
programs may include equipment operation, driving and other skills
development training.

Through its Social Development and Management Program (SDMP), the
company will continue to provide community development programs in
consonance with DAO 96-40 and its Revised Implementing Rules and
Regulation. Once the Project commences, it will generate economic opportunities

SRMETALS INC.
Tubay Nickel Project
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for the community. Community Development Costs will be allotted from the 1%
Direct Mining and Milling Cost (DMMC) as provided in DAO 2000-99 (Refer to lll-
50 of Annex C). Additional budget will be set by the company whenever
necessary on top of the 1% DMMC.

4.0 ENVIRONMENTAL PROTECTION AND MANAGEMENT COST
ESTIMATES (TO INCLUDE MINE SAFETY AND HEALTH)

A total of P 27,260,438.00 is needed for Environmental Protection and Mine
Safety. (Refer to 111-4.0 of Annex-C)

Prepared by:

(L EF
ABELARDO P. MAGPALI
Registered Mining Engineer
PRC License No. 01213
PTR No. : 2190603
Place of Issue : Surigao City
Date : June 25, 2007

Noted by :

.
.

MIGUEL V. GUTIERREZ
ident

SRMETALS INC.
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PRODUCTION PLAN

f' TOTAL Year 0 Year 1 Year 2 Year 3 Year 4 Year § Year 6 Year 7 Year 8
PARTICULARS 0 1 2 3 4 5 8 7 8
Working days 0 200 200 200
l._MINE PRODUCTION (WMT)
O Laterite/Overburden 1,836,000 612000.00 612000.00 612000.00
* Ore
(0.7 -0.89%Ni) 1,200,000 400,000 400,000 400,000
(0.90 - 1.19 %Ni) 600,000 200,000 200,000 200,000
(1.20 - 1.40 %Ni) 800,000 200,000 200,000 200,000
(1.41 - 1,60%Ni) 1,200,000 400,000 400,000 400,000
Subtotal 3,600,000 1,200,000 1,200,000 1,200,000 - - - - -
Total Material 5,436,000 1,812,000 1,812,000 1,812,000 - - - - -
» Waste to Ore Ratio 0.51 0.51 0.51 0.51 #DIvV/o! #DIV/O! #DIV/0! #DIV/o! #DIV/0!
* MTPD 27,180 9,060 9,060 9,060 - - - - -

"~

Annex-A




GANTT CHART SCHEDULE OF PROJECT IMPLEMENTATION

ACTIVITIES

SCHEDULE (YEAR)

Construction
« Building of camp site
+ Causeway construction
» Stockyard construction
 Additional Settling Pond
construction

Exploration
Operation
- Stripping

+ Ore mining and hauling
 Shipping

+ Environmental Monitoring

» Social Development
Rehabilitation and Reforestation

Abandonment
» Mine Decommissioning

4
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SR METALS ORGANIZATIONAL CHART

Rezident
Hanager
1

Technical Adminstration MEDE
Division Division Division
| 1
[ I 1 I 1 I 1
Mining Assay Mine Safsty Administrstion/ Hechsnicsl! Gervrsi Serviems! Socisl Serviees snd Resesrch and
Deosriment Lsborstory Firance C Hine Refabiltaton Traming Center
Mirg Dperstions | Humsn Repmume seg | | e Heavy SDM! Cosstsl Ressures
= Mrrpproest e Eguipment P Hansgement Plen
Mirs | Legel 28girs | = FMRDP e e
Enginssring
Gedlogy/ = Accounting || B Elgcirical Physicsl = Erirorments
Explorstion Services Rzhabilitstion S o
Visrehoysmgy/ =l flzforestation Temestrisl and
Purchegiry [ Aqustic Eology
Community
Relstions = IEC
Heslih znd B Training
Senitstion Srograms
Specinl Prnjedis | Publicstions
| Resesrch Livkages
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SR METALS INC.

Tubay NickelProject
COST ESTIMATES
Topsoil Rehandiing
MINING COST Php/Hr > Ore StyrdPryrd Pryrd-Barge
a. BH 36.36 83.33 60.61 2273 41.67
b. Hauiing (ADT) 54.55 125.00 90.91
(CDT) 18.18 6.82 12.50
. Dozing 33.67 37.04
Sub-total 245.37 169.70 29.55 54.17
Year 0 Year 1 Year 2 Year 3
PARTICULARS ot 0 1 2 3
Working days 0 200 200 200
1. MINE PRODUCTION (WMT)
+ Laterite/O 1,836,000 612000.00 612000.00 612000.00
« Ore
(0.7 -0.39%Ni) 1,200,002 400,000{ 0.80 400,000]  0.80 400,000] — 0.80
(0.90 - 1.19 %Ni) 600,003 200,000 | 1.10 200,000 | 1.10 200,000 [ 1.10
(1.20 - 1.40 %Ni) 600,004 200,000 | 1.25 200,000 | 1.25 200,000 | 1.25
(1.41 - 1.60%Ni) 1,200,004 400,000 | 1.42 400,000 | 1.42 400,000 | 1.42
Subtotal 3,600,014 1,200,000 | 1.13 1,200,000 | 1.13 1,200,000 [ 1.13
Total Material 5,436,014 1,812,000 1,812,000 1,812,000
- Waste to Ore Ratio 0.51 0.51 0.51 0.51
- MTPD 27,180 9,060 9,060 9,060
[I_GROSS REVENUE (PhP)
(0.7 -0.89%Ni) 972,000,000 324,000,000 324,000,000 324,000,000
(0.90 - 1.19 %Ni) 486,000,000 162,000,000 162,000,000 162,000,000
(1.20 - 1.40 %Ni) 756,000,000 252,000,000 252,000,000 252,000,000
(1.41 - 1.60%Ni) 1,620,000,000 540,000,000 540,000,000 540,000,000
Total 3,834,000,000 1,278,000,000 1,278,000,000 1,278,000,000
Less:
il. OPERATING COST
1. Waste Stripping 450,500,000 150,166,667 150,166,667 150,166,667
2. Direct Mining
2.1 Ore Mining 610,909,081 203,636,364 203,836,364 203,636,364
22 iati 106,363,636 35,454,545 35,454,545 35,454,545
23 P 195,000,000 65,000,000 65,000,000 65,000,000
2.4 Laboratory 24,624,000 8,208,000 8,208,000 8,208,000
Subtotal — 936,896,727 312,298,909 312,298,909 312,298,908
4.0 27.260,438 4,132,000 11,532,000 11,596,438
5.0 Social Dev A 9,368,967 3,122,989 3,122,989 3,122,989
6.0 Marketing 35,280,000 11,760,000 11,760,000 11,760,000
7.0 Administrati 192,920,314 64,306,771 64,306,771 64,306,771
8.0 Excise Tax 76,680,0 25,560,000 25,560,000 25,560,000
9.0 MPSA Obiigation 40,395,687 12,924,924 13,735,374 13,735,374
Subtotal 381,905,39 121,806,684 130,017,134 130,081,572
Total 381,905,391 584,272,260 592,482,710 592,547,148
V. EBT 2,064,697,882 693,727,740 685,517,290 685,452,852
Less:
V. INCOME TAX 32% 660,703,322 221,992,877 219,365,533 219,344,913
VI. NIAT 1,403,994,560 471,734,863 466,151,757 466,107,939
Less:
Vil. CAPEX 273,126,502 147,816,667 105,293,168 13,716,667 6,300,000
Viil. OVERHEAD COST 17,693,021 5,842,723 5,924,827 5,925,471
IX. OPERATING CASH FLOW 1,113,175,037 (147,816,667) 360,598,97 446,510,263 453,882,468
X. DISCOUNT FACTOR 8.7% 1.00 0.9: 0.85 0.78
IX. PRESENT VALUE 915,207,596 (147,816,667) 331,737,78 377,896,054 353,390,423
NPV 1,063,024,262
IRR 253.84%
273,126,502

ANNEX C




ANNEX “D”

ENVIRONMENTAL COMPLICANCE
CERTIFICATE
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2 Approval:
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provisions o resideniial Jecree 1586, 1

LLaC

that the information provided to the De{artment of

Natural Resources oer‘caining to this project are true and G
3 2y ; 5 %, | =~ o ~ o~ e
§ g ds I my possession.

of my personal knowledge and based on

Subscribed and sworn to befo
2006, the above-named affiant t=
Ccrpi,az-, No. - ;so‘ucd
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I. CONDITIONS

- FaRny

TAL MANAGE?

=3
} ¢

The proponent shall strictly implement commitments, ;muba ting measures and
monitoring requirements, especially Lhobe contained in the Environments
Impact SL&*"vnenL (EIS) particularly in the Environmental Management and
Monitoring Plans to minimize any adverse impact of the project to the
environment throughout the project implementation including the followin ng
mitigating, enhancement, and rehabilitating measures:

=
o ey

L

[

The proponent shall implement a dust control system along the road system
from the mine site to the pier site to suppress the ambient su ended
particulate matters generated by the movement of heavy equipment Mu vice
vehicles and hauling trucks.

)

2. The proponent shall observe good vegetative practices and sound soil
management throughout the project implementation. Particularly, ti
proponent shall strictly effect stabilization and erosion control of the aff
side slopes of the roads and nearby guliies, creeks and river within
project site, as well as those of the silt ponds/traps;

3. The Proponent shall conduct a continuous Inimmuuuq ana

LO’nAnLLnlLIGS of the company’s acuvums 1rrpacts and risks asso'* ated with
the project activities, and Envn‘onmental Management Programs that ma
positively and adversely affect them 11‘ IEC shall also 111(;‘.‘1."
communication of the risk or hazards i ilizi vater with h
levels of fecal coliforms and high c

shall be undertaken throughouit the

Further administrative conditions for the grant of this certificate shall be
strictly complied:

4. The proponent shall comply with the environmental management and
protection requirements of the pertinent provisions of the thppnw Miniz g
act of 1995 (R.A. No. 794 2‘ and its implementing rules and regulation
;,J.f’\.b. No. 96-40, as amended), as well as the Memorandum of Ag emen‘;
{(MOA) between the EMB and MGB executed on April 16, 1998, Tlese
include, among others:

4.1 Submission of Environmental Protection and L-‘;-‘_;cmgw nt
(EPEP), with the Final Mine Rehabilitation and
Flan (FMR/DP) integrated thereto shall be SUbZT it
for approval of ¢ LQI‘ Steering Committesa
measures so as not to destroy any of the sprn-gs lo uated
1ear its mining premises;
etting up of a Continge i1t ; ) LRF)
nd Environmental Trust Func (ETEF). ¢ RF shall consist of the
Mine Rehabilitation Fund (MREF), the Mine Waste and Tailings F
(MWTF), and the Final Mine Rehabilitation and Decormmissionis
Fund (FMRDR); .
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: 1l Protection and
ffice (MEPEQ), which shall submit to EMB {CO
monitering reports on environimental compliance of th
well as with the EMMoPs. The MEPEO shall also monitor t
Drojeci 1mp iCts vis-a-vis the predicted impacis and man
measures in the EIS, as such, baseline data on air, water r qua
blolooll*al c‘uversny for cr mcal parameters shall be establishe
bases for monitoring ef impacts of air, water and biological imj
4.4 Establishment of an MRF Committee and its monitoring
I‘ Luupcuhte Monitoring Team. A DQH representative (cr of 1
uxrrpeu t) shall b«e mcluded as member in the MMT. Ali necessa 5
H".lull( . 11e

; instruments  (e.g., high-volume sampler, noise
water uuahtv checker, piezometer, etc.) in order to ensure efficient

b
r
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Organization of Mine Envircnmen
O

et
¥
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\

d lcgu}m monitoring uy the MEPEO and MMT shall be made
available by the proponent during conduct of monitorin g activities;
plementation of Social Development and Management
DMP). The program, which shall be submitted to MGB Regi
for approval prior to project ir uplcmunmuon shall inciude prog
assist local government unit in developing alternative water resources
for the municipality of Tubay. The boscs f appr roval by MGB shal

er all the recommendations in the EIS review. In case of lost
as“ets Or access to asse IQ/hV hhooi due to *1(3 nepfJ to reioc-
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project implementation) with an amount that wzll rvs:.om anir
standard of living to pre relocation state; and
4.0 Designation of a Community Relations Officer (CRO).

The proponent should adhere to the foll lowing restrictions:

5. The extraction method of the -nck i-copalt ore deposits within
area shall be contour mining with no on-site processing and
Al‘\’Ol\/’\d, ana

6. In case of transfer of own wership of the project, operating
deed uf ssignment, these same conditions and 11

and the transferee shall be required to notify the ]

aays.

mpl' tce with any of the provisions
ienit cause for the cancellation or
.awosi:aon of a fine in an amount

COG

,GOG. 00) for every viclation th.
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By way of recommenda \tion, the following have b
ed Review Comiuittee and are forwaicung these
parties and author for proper appreciation

"“-“"I\f{E NTAL PLANNING RECOMM _‘I DATIONS FOR
i TNT TO COMPLY "'I"‘H OR IMPLEMENT

1. Use the u\'e:‘;,mu °TL as: GU /MGB
ilitation and;
k: it on designated

rly to prevent
system

shail be disposed off prope
being flushed inio the
sSeascit.

rIyvey
IrIver

In

NW "RB,

’PLu dnd in:piement

Equmment Maintenance
population to the less dense pop

tne residents noise LJuﬂ_utic-n

vehicular hazar

o~
1]

fgeiest

fro
ds.
he

i
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Approval of

s encouraged in using local approp: riate |
aat can be used for rehab: ‘L tation 1:“'1“)0\5-—33 o f
ate the original vegetation cover to have a ,
11‘@ abilitation of the a ____ﬂ_ﬁ_y_ﬁ‘!
2. rith Lhe regulation/oc MGB !
andards f—or ail minin ‘1
protective equipment for
3. yriately design the overi MGB _‘,
ount the design iactoz's such as sta
maximum slope, multiple benching, maximuim bench ;
‘1@& ¢, rainimum  width of berm and gechazards
recommendation, inciuding the provision for
1 control - e

4 proper storm 4r ainag canal, concrete T‘v”GB

ts, and other flocd coniy ol measures and

channel the run-off, sili-laden, rain 1 |
siltation pond pricr to its discharge to |
receiving water bodies. Conduct reguiar '
siltation ponds to maintain their impounding ;
settling capacities and efficiencies. The recoversd silts | |
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\ve? as LL e Mine rehabilitation Plan should consider

the 160 hectares - CBTFM area awarded to La
Fraternidad Fisherfolks Farmers fv’omcn’s
Organization (LAFFWO) and the ordinance o tbe

Municipality of Tubay declaring the whole ju
as Bird Sanctuary and the Development PI of the
Municipality declaring the area as Tuba ourism

=
Hr e
LSiate.
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For dissecmination and proper action of the parties concerned.

—»4,4\
/ =
Ca P % "f 9 = P x
LANBRICO L AL .:_)1_‘, oJ

Cl}ar‘man ‘gévxew lLO"l’lml tee
N / o 2o ‘)

hief, EIAMD

HONY R. OUA
UJC Dnmtov




