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Cost breakdown at Pokrovskiy

Gold Institute Standards (“GIS”) costs at Pokrovskiy

At Pokrovskiy, GIS total production costs in 2007 increased by just 9% to US$258/oz. The total cash costs in the gold mining industry rose by 23% from US$305/oz average 
in 2006 to US$376/oz average in 2007.

GROUP PROFILE

  Ore   
  (‘000t) (‘000oz) (‘000oz) 
Group Summary  2007  2007 2006

B+C1   44,303 2,193 1,826

C2    157,529 8,402 6,654

Total Reserves   201,832	 10,595	 8,480

P1   115,190 9,238 8,697

Total Reserves and Resources  317,022	 19,833	 17,177

Reserves and resources summary 2007
The table below is a summary of the Group’s estimates of reserves and resources as at 1 January 2008. The basis of 
reporting of reserves and resources is described in the Appendix on page 45 of this Annual Report. 

From this year, the Group is no longer reporting Russian category P2 and P3 resource estimates though they 
provide guidelines on the relative potential of different areas. This is because there is no equivalent to these 
categories in the generally accepted international reporting codes. There are occasional references within  
the text to estimates in these categories, but such estimates are not to be considered as a part of the Group’s  
reserves and resources statements.

Peter Hambro Mining plc is a gold mining producer and explorer incorporated in the UK whose Ordinary shares 
were admitted to trading on the AIM Market of the London Stock Exchange in 2002. Peter Hambro Mining plc 
also has an American Depositary Receipt programme with the Bank of New York. The Group has offices in 
London, Moscow and Blagoveschensk (Amur Region, Russian Far East).

The Group is the second largest gold producer in Russia with exploration and production assets in a number of 
regions across the Russian Federation. The core assets of the Group are located in the Amur Region and, through an 
operating joint venture, in the Magadan Region.

The Group’s strategy is to enhance shareholder value through the full development cycle of projects from greenfield 
site to profitable production. The Group expects that its total attributable gold production will exceed 1m oz in 2011. 

Production

n	Omchak joint venture – Amur assets  n Omchak joint venture – Magadan assets  
n	Rudnoye joint venture  n	Amur north-east assets  n	Pokrovskiy and Pioneer

2003 2004 2005 2006 2007 2008 Forecast
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At 31 December 2007, the increase in the gold 
price and the gold price volatility resulted in 
the recognition of a negative fair value 
adjustment of c.US$12m in operating profit, 
and the recognition of a non-current liability of 
c.US$31m.
 
It should be noted that the fair value change 
recognised in operating profit is an accounting 
item which does not currently affect the cash 
flows of the Group. The Group is required to 
recognise the fair value of the Options in the 
Group’s accounts, and restate that value at 
each balance sheet date, but the Group is not 
subject to margin calls nor is it currently 
required to make any cash payments.

the Basis of reporting of  
reserves and resouces
The Group reports its reserves and resources 
according to the Russian Reserves and 
Resources classification system which was 
approved by the State Committee on 
Reserves (“GKZ”) in 1965 (as amended in 
1981 and 2008) since this is its functional 
reporting system (“The Russian System”). The 
Russian System is based principally on the 
degree of geological knowledge and the 
technical ability to extract a mineral reserve. 
Although economic considerations form a 
part of the justification for A, B, C1, and C2 
category reserves, the system does not take 
into account the economic viability of 
extraction in the same way as JORC, 43-101 
or other internationally recognised mineral 
reserves classification codes. Licence holders 
must register A, B, C1, and C2 category 
reserves with GKZ to be able to extract them 
(depending upon the structural complexity 
class of the deposit. Gold deposits are usually 
in complexity class 3 or 4 which require 
categories C1 and/or C2 only; categories A 
and B are rarely if ever recorded for such 

deposits). Part of the Group’s C1 and C2 
reserves are unregistered. Failure to register 
does not per se impose any sanctions on any 
Group company. Once registered, reserves 
are included in the Russian national mineral 
inventory, the State Balance. If marginal or 
only potentially economic, or currently 
unviable for technical reasons, they may 
alternatively be recorded as ‘out of balance’ 
reserves. It should be noted that of the P 
Category resources, P1 is supported by 
drilling whereas this is not necessarily the 
case for P2 and P3, which are based on 
management estimates.

The resources and reserves estimates have 
been reviewed by Dr. Stephen Henley, who is 
an independent geological advisor to the 
Board of Directors of Peter Hambro Mining 
Plc. Dr. Henley is qualified to act in the 
capacity of a Competent Person for the 
purposes of this Annual Report.
 
Dr. Stephen Henley holds a PhD in Geology 
(University of Nottingham, 1970). He is a 
Fellow of the Geological Society, a Fellow of 
the Institution of Materials, Minerals and 
Mining, and a Chartered Engineer. He is also a 
Charter Member of the International 
Association for Mathematical Geology. He has 
been employed in exploration, mining, 
academic, and geological consultancy posts 
since 1970 and has participated in Competent 
Person studies on a variety of different 
minerals and types of deposit, including gold, 
polymetallic, and chromite projects.
 

Dr. Henley is currently chairman of PERC  
(the Pan-European Reserves and Resources 
Reporting Committee, European equivalent 
of the Australasian JORC), and convenor and 
secretary of a CRIRSCO working group on 
harmonisation of Russian and international 
reserve reporting systems.

Dr. Henley owns no direct or, to the best  
of his knowledge, indirect interests in the 
Ordinary shares or securities of the 
Company or of any of its associated or 
subsidiary companies and does not expect 
to receive direct or indirect interest in any of 
the Company’s projects or in the Ordinary 
shares and securities of the Company.
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At 31 December 2007, the increase in the gold 
price and the gold price volatility resulted in 
the recognition of a negative fair value 
adjustment of c.US$12m in operating profit, 
and the recognition of a non-current liability of 
c.US$31m.
 
It should be noted that the fair value change 
recognised in operating profit is an accounting 
item which does not currently affect the cash 
flows of the Group. The Group is required to 
recognise the fair value of the Options in the 
Group’s accounts, and restate that value at 
each balance sheet date, but the Group is not 
subject to margin calls nor is it currently 
required to make any cash payments.

the Basis of reporting of  
reserves and resouces
The Group reports its reserves and resources 
according to the Russian Reserves and 
Resources classification system which was 
approved by the State Committee on 
Reserves (“GKZ”) in 1965 (as amended in 
1981 and 2008) since this is its functional 
reporting system (“The Russian System”). The 
Russian System is based principally on the 
degree of geological knowledge and the 
technical ability to extract a mineral reserve. 
Although economic considerations form a 
part of the justification for A, B, C1, and C2 
category reserves, the system does not take 
into account the economic viability of 
extraction in the same way as JORC, 43-101 
or other internationally recognised mineral 
reserves classification codes. Licence holders 
must register A, B, C1, and C2 category 
reserves with GKZ to be able to extract them 
(depending upon the structural complexity 
class of the deposit. Gold deposits are usually 
in complexity class 3 or 4 which require 
categories C1 and/or C2 only; categories A 
and B are rarely if ever recorded for such 

deposits). Part of the Group’s C1 and C2 
reserves are unregistered. Failure to register 
does not per se impose any sanctions on any 
Group company. Once registered, reserves 
are included in the Russian national mineral 
inventory, the State Balance. If marginal or 
only potentially economic, or currently 
unviable for technical reasons, they may 
alternatively be recorded as ‘out of balance’ 
reserves. It should be noted that of the P 
Category resources, P1 is supported by 
drilling whereas this is not necessarily the 
case for P2 and P3, which are based on 
management estimates.

The resources and reserves estimates have 
been reviewed by Dr. Stephen Henley, who is 
an independent geological advisor to the 
Board of Directors of Peter Hambro Mining 
Plc. Dr. Henley is qualified to act in the 
capacity of a Competent Person for the 
purposes of this Annual Report.
 
Dr. Stephen Henley holds a PhD in Geology 
(University of Nottingham, 1970). He is a 
Fellow of the Geological Society, a Fellow of 
the Institution of Materials, Minerals and 
Mining, and a Chartered Engineer. He is also a 
Charter Member of the International 
Association for Mathematical Geology. He has 
been employed in exploration, mining, 
academic, and geological consultancy posts 
since 1970 and has participated in Competent 
Person studies on a variety of different 
minerals and types of deposit, including gold, 
polymetallic, and chromite projects.
 

Dr. Henley is currently chairman of PERC  
(the Pan-European Reserves and Resources 
Reporting Committee, European equivalent 
of the Australasian JORC), and convenor and 
secretary of a CRIRSCO working group on 
harmonisation of Russian and international 
reserve reporting systems.

Dr. Henley owns no direct or, to the best  
of his knowledge, indirect interests in the 
Ordinary shares or securities of the 
Company or of any of its associated or 
subsidiary companies and does not expect 
to receive direct or indirect interest in any of 
the Company’s projects or in the Ordinary 
shares and securities of the Company.
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Financial	anD	oPerational	HigHligHtS

Total attributable production (’000oz)

297.3 +14%

Group turnover (US$)

226.4m
Operating profit (US$)*

81.4m
Shareholders’ funds (US$)

336.9m
Profit for the year (US$)

39.6m
Gold sales price (US$/oz)

668

+43%

+60%

+13%

+22%

+14%
The amounts presented above for 2005 and earlier are stated on the basis of UK GAAP and the amounts presented for 2006 and 2007 are  
stated on the basis of IFRS.

*Operating profit as stated before fair value change in derivatives and share of joint ventures’ operations

261.3

157.8m

50.9m

298.2m

32.4m

586

2007 change 2006
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Gold Price (US$)

Earnings per Ordinary Share 
(US$)
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cHairman	anD	DePUtY	cHairman’S	Statement

2007:	a	golden	year
“in	2007	our	attributable	production	increased	by	14%		
to	c.297,000oz.	We	achieved	a	60%	increase	in	adjusted	
operating	profit	to	US$81.4m,	due	in	part	to	curtailing	of	
cost	increases	to	9%.	We	expanded	our	reserves,	as	defined	
by	the	russian	classification	system,	by	25%	to	more	than	
10m	oz	as	well	as	having	significant	exploration	success.
At the same time the Group enjoyed the 
successful issue of US$180m of gold 
exchangeable bonds at a time when the debt 
markets were, to all intents and purposes, 
closed to new business. This achieved a  
cash interest saving by embedding gold 
exchangeability in the bonds (effectively 
granting a US$1,000/oz “call option” on 
180,000oz). Proceeds of the issue of these 
bonds and cashflow from operations will, 
depending on the gold price, provide funding 
for our current development plans.

These achievements demonstrate impressive 
progress for the year and will, I hope, show 
that we are making great strides towards the 
realisation of the Group’s goals. 

Investors in mining companies should share in 
the cash flow so, after almost 14 years, your 
Board has proposed a maiden final dividend 
of 7.5 pence per share (net). Subject to the 
Group’s continuing profitability, the Board 
would expect to pay interim and final 
dividends of approximately equal amounts, 
with the interim dividend being paid in 
October and the final dividend in July/August 
of the following year. The Board considers 
that the proposed dividend level is 
appropriately covered and is consistent with 
the Company’s development spending. 

We are, perhaps, more pleased than anything 
by our team’s success in managing our 
operating cost base, which saw a relatively 
modest 9% increase in dollar terms despite 
substantial pressure from energy, labour and 
materials prices. Our GIS cash costs at 
US$193/oz and GIS total costs at US$258.2/
oz continue to be amongst the lowest in  

our industry, where average cash costs rose 
by 23% to US$376/oz.

2007 saw the commissioning of the second 
mine at Pioneer and we are working on the 
development of two other mines. Looking 
forward to 2008, we continue to see the Amur 
Region as a source of high-quality expansion 
and development assets. The 7 new 
acquisitions in 2007 all look promising and  
the exploration and development of our other 
assets remains on track. Our Albyn deposit 
seems to host exceptional potential for the 
Group. Our discretionary budget for 
exploration is set at US$50m; a sum that 
compares well with the budget of many major 
gold companies. Overall we remain committed 
to a policy of acquiring good assets in the 
Amur Region and the surrounding area.

We expect attributable gold production for 
2008 to increase to between 350,000 and 
400,000oz in line with our growth plans. In 
addition, our 2008 objective of gaining 
admission of the Company’s Ordinary shares 
to trading on the Main Board of the London 
Stock Exchange is proceeding. 

We should like to thank our shareholders for 
their continued support and to remind them 
that, as ever, the outstanding quality and 
commitment of the team, our bankers and our 
advisers lies behind the progress of the Group 
in 2007. This gives us every confidence in our 
ability to achieve our targets in the year to 
come.”

Peter Hambro Pavel Maslovskiy
Executive Chairman Deputy Chairman

The amounts presented above for 
2005 and earlier are stated on the 
basis of UK GAAP and the amounts 
presented for 2006 and 2007 are  
stated on the basis of IFRS.
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Chairman Peter Hambro (right)  
alongside Deputy Chairman  
Dr Pavel Maslovskiy

c.297,300oz
gold	production	for	2007,	up	by	14%		
on	2006	figure	of	c.261,300oz
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Financial	reVieW

increased	margins	
through	efficiency		
and	strong	gold	price

2007	again	demonstrated	
the	group’s	commitment	to	
producing	profitable	ounces.	
Profit	retained	for	the	year	
increased	by	22%	to		
c.US$40m.

Operational efficiency

Increased margins

Strong gold price

+

=

The increase in profit was achieved in spite of 
a non-cash fair value adjustment of c.US$12m 
on the exchangeable bonds and further 
increases in material, energy and labour 
costs. Efficient cost controls and increased 
production enabled the Group to keep GIS 
total production costs at Pokrovskiy at 
US$258/oz; only a modest 9% more than the 
previous year.

The Board has proposed a maiden final 
dividend of 7.5 pence per share (net), which 
will be subject to shareholder approval at the 
Annual General Meeting to be held on  
25 June 2008. This final dividend is expected 
to be paid on 1 August 2008 to shareholders 
on the register as at 20 June 2008.

turnover
The Group’s turnover from precious metals 
increased by 35% compared with last year.  
The increase was a result of a higher average 
realised gold sales price of US$668/oz  
(2006 – US$586/oz) and the higher number of 
ounces (c.253,600 oz (2006 – c.217,300 oz)) 
produced by the Pokrovskiy mine and the 
Group’s alluvial operations comprising the Amur 
north-east assets. 

Non precious metal operations contributed 
c.US$58m to the Group’s turnover for 2007, 

representing an increase of 78% on 2006. These 
revenues mostly come from operations by the 
Group’s construction division, Kapstroi, and its 
research and laboratory division, Irgiredmet.

results	of	operations	and		
cash	cost	analysis
The Group’s operating profit (as stated before 
fair value change in derivatives and share of 
joint ventures’ operations) increased  
by c.60% for the year 2007 to c.US$81m in 
comparison with c.US$51m in 2006. 
Underlying EBITDA was up by 34% and EBIT 
by 33%, however, the increases were 
somewhat negatively affected by a fair value 
adjustment of c.US$12m on the exchangeable 
bonds, details of which are shown opposite.

The net profit represents earnings per Ordinary 
share of US$0.476 (2006 – US$0.398). 

Pokrovskiy	–	operating	cost	analysis	
(US$/oz)
At Pokrovskiy, GIS total production costs in 
2007 increased by just 9% to US$258/oz and 
this marginal increase was achieved despite a 
dollar to rouble depreciation of 7% and 
general Russian inflation of c.12%, in particular 
a 13% increase in electricity prices and an up 

Financial Highlights 
 Year to  Year to   
 31 December 2007 31 December 2006  
 US$’000 US$’000 % change

Group revenue 226,397 157,807 43%

Operating profit* 81,435 50,915 60%

Underlying EBITDA 84,217 62,829 34%

Underlying EBIT 67,514 50,742 33%

Profit for the year attributable to  
equity holders of PHM 38,667 31,986 21%

Net operating cash flows 62,933 47,607 32%

Earnings per ordinary share (US$) 0.476 0.398 20%

   

Net Debt (193,961) (79,469) 144%

Equity attributable to PHM shareholders 336,906 298,239 13%

* Operating profit as stated before fair value change in derivatives and share of joint ventures’ operations

Andrey Maruta, Finance Director
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to 20% increase in prices for various chemical 
reagents and consumables.

It is worth noting that the total cash costs in 
the gold industry rose from US$305/oz 
average in 2006 to US$376/oz average 
(according to Raw Material Group) – a rise of 
23% compared with Pokrovskiy total cash 
cost of US$193/oz, which itself was only up 
10% from the previous year.

The stable and low operating costs at 
Pokrovskiy are the result of a series of long 
term cost cutting programmes implemented 
at the mine in 2005, the effect of which was 
first fully reflected in the 2006 results. 
Expansion of fuel storage facilities during 
2007 enabled the Group to decrease the unit 
cost of diesel by 4% in comparison with the 
year 2006. An increase in the number of 
ounces produced also improved the unit  
cost figure. 

Royalties are in direct correlation with the  
gold price. Refining costs were fixed at the 
beginning of 2007 and were marginally down 
on a per ounce basis.

Prodution taxes increased in line with the 
increase in base of the property tax calculation.

Depreciation and amortisation expenses have 
not increased significantly between the two 
years and decreased on a per ounce basis 
due to higher gold production numbers. 

Non-cash movement reflects the cost of 
mining incurred in previous periods but 
accounted for in 2007 when the actual gold 
was produced.

Technological improvements across all areas 
of Pokrovskiy’s operations allowed for c.91% 
recovery rates from the resin-in-pulp (“RIP”) 
plant in spite of it processing more difficult 
material.

currency	movements
The Rouble further strengthened against the 
US Dollar by c.7% during the period and was 
RUR24.55/US$ at 31 December 2007 
(RUR26.33/US$ at 31 December 2006). Most 
of the Group’s borrowings are US Dollar 
denominated whereas net monetary assets 
are mostly stated in Roubles. Therefore the 
movement between these two currencies had 
a positive effect on the Group’s results  
for the year. Exchange differences included  
in the Group results amounted to a gain of  
c.US$7m (2006 – gain c.US$6m). 

balance	sheet
Equity attributable to PHM shareholders 
increased by 13% – from c.US$298m at the 
year end of 2006 to c.US$337m at 31 
December 2007. There were no share issues 
during 2007. Therefore the increase was solely 
a result of profitability of the Group which 
contributed c.US$39m to the shareholders’ 
equity. 

gold	equivalent		
exchangeable	bonds
On 19 October 2007 the Group raised 
US$180m by issuing 5 year exchangeable 
bonds that are exchangeable into the cash 
equivalent of in aggregate 180,000 Troy 
ounces at anytime from October 2009. 
Further details of the issue of the gold 
equivalent exchangeable bonds, including the 
economic implications and the accounting 
treatment for these under IFRS, are included 
in the Appendix.

adoption	of	iFrS
The Company has previously prepared its 
consolidated financial results under United 
Kingdom Generally Accepted Accounting 
Practices (“UK GAAP”). With effect from  
1 January 2007, the Group has adopted 
International Financial Reporting Standards 
(“IFRS”) as endorsed by the European Union. 
The parent company will continue to report 
under UK GAAP. Changes to the Group’s 
reported financial information for the year 
ended 31 December 2006 as a result of the 
adoption of IFRS are summarised in note 36 
to the Financial Statements.

Andrey Maruta
Finance Director

Pokrovskiy – Operating Cost Analysis (US$/oz)
 2007 2006 Var % 1H 2007

Gold Institute Standard 

Direct Mining and Processing Expenses 107.4 103.0 4% 71.3

Refinery and Transportation Cost 6.8 7.0 (3%) 6.3 

By-product Credits (2.3) (4.0) (43%) – 

Other 30.9 27.8 11% 38.2 

Cash Operating Cost 142.8 133.8 7% 115.8 

Royalties 39.9 35.3 13% 42.8 

Production Taxes 10.3 5.7 81% 9.3 

Total Cash Cost 193.0 174.8 10% 167.8 

     

Non-cash Movement in Stock 23.2 15.8 47% 30.0 

Depreciation/Amortisation 42.0 46.1 (9%) 52.0 

Total Production Cost 258.2 236.7 9% 249.9 

60%
increase	in	operating		
profit	in	2007
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What	makes		
gold	special?
For	thousands	of	years,	gold	has	been	valued	as	a	global	currency,	a	commodity,	an	
investment	and	simply	an	object	of	beauty.	The	value	of	gold,	in	terms	of	the	real		
goods	and	services	that	it	can	buy,	has	remained	largely	stable	for	many	years.

Why	gold?
Recent years have seen a striking increase in 
investor interest in gold. While a sustained 
price rally, underpinned by the fact that 
demand consistently outstrips supply, is 
clearly a positive factor in this resurgence, 
there are many reasons why people and 
institutions around the world are once again 
investing in gold. Gold’s age-old abilities to 
protect wealth and offer a “safe haven” in 
turbulent and uncertain times still remain 
highly relevant today, with new additional roles 
as a means of managing risk and balancing a 
portfolio becoming equally compelling for the 
contemporary investor. There is also now an 
increased range of routes to gold investment 
to suit a variety of needs and investor profiles.

gold	and	inflation
Gold has a proven reputation as a protector of 
wealth against inflation. Market cycles come 
and go, but over the long term, through both 
inflationary and deflationary periods, gold has 
consistently maintained its purchasing power.

The value of gold, in terms of the real goods 
and services that it can buy, has remained 
largely stable for many years. In 1900, the 
gold price was US$20.67/oz, which equates 
to about US$503/oz in today’s prices. In the 
two years to end-December 2006, the actual 
price of gold averaged US$524/oz. So the real 
price of gold changed very little over a century 
characterised by sweeping change and 
repeated geopolitical shocks. In contrast, the 
purchasing power of many currencies has 
generally declined.

Portfolio	diversification
Asset allocation is an important aspect of any 
investment strategy. To counter adverse 

movements in a particular asset or asset 
class, many investors now strive to achieve 
more effective diversification in their portfolios 
by incorporating alternative investments such 
as commodities.
 
While gold has shown strong returns over 
recent years, its most valuable contribution to 
a portfolio lies in the fact that it is not 
correlated with most other assets. This is 
because the gold price is not driven by the 
same factors that drive the performance of 
other assets.

gold	and	the	Dollar
Gold has long been regarded by investors as 
a good protection against depreciation in a 
currency’s value, both internally (i.e. against 
inflation) and externally (against other 
currencies). In the latter case, gold is widely 

Gold and the trade – weighted 
US$, 1993-2007

considered to be a particularly effective hedge 
against fluctuations in the US Dollar, the 
world’s main trading currency.

marKet	oVerVieW

Currencies in terms of gold (Index 1900 = 100)

Source: World Gold Council
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Gold: A storage of value for thousands  
of years

US$79bn
record	global	Dollar	demand	in	2007

gold	and	risk
Gold is unique in that it does not carry a credit 
risk. Gold is no one’s liability. There is no risk 
that a coupon or a redemption payment will 
not be made, as for a bond, or that a 
company will go out of business, as for an 
equity. Unlike a currency, the value of gold 
cannot be affected by the economic policies 
of the issuing country or undermined by 
inflation in that country. At the same time,  
24-hour trading, a wide range of buyers and 
the wide range of investment channels 
available, make liquidity risk very low.

Demand	and	supply
Gold’s extensive appeal and functionality, 
including its characteristics as an investment 
vehicle, are underpinned by the supply and 
demand dynamics of the gold market.

Demand
Demand for gold is widely spread around the 
world. East Asia, the Indian sub-continent and 
the Middle East accounted for 70% of world 
demand in 2005. 53% of demand is 
attributable to just five countries – India, Italy, 
Turkey, USA and China, each market driven 
by a different set of socio-economic and 
cultural factors. The main applications of gold 
are: jewellery, industrial research, medical 
uses, electronics and environmental.

Jewellery consistently accounts for around 
three-quarters of gold demand. In terms of 
retail value, the USA is the largest market for 
gold jewellery, whereas India is the largest 
consumer in volume terms. Investment 
demand is not easily measurable as a 
significant portion of it is transacted in the 
over-the-counter market. However, there is  
no doubt that identifiable investment demand 
in gold has increased considerably in  
recent years.

There are a wide range of reasons and 
motivations for people and institutions seeking 
to invest in gold. Apart from a positive price 
outlook, underpinned by expectations that  
the growth in demand for the precious metal 
will continue to outstrip that of supply which 
form the key drivers of investment demand, 
others can be identified: all are rooted in 
gold’s abilities to insure against uncertainty 
and instability and protect against risk.

Industrial and dental accounts for around  
12% of gold demand. Gold’s high thermal and 
electrical conductivity, and its outstanding 
resistance to corrosion, explain why over half 
of it’s industrial demand arises from its use  
in electrical components. 

Supply
Mine production
Gold is produced from mines on every 
continent except Antarctica, where mining is 
forbidden. According to recent figures, there 

Gold pour at Pokrovskiy

are around 400 operating gold mines 
worldwide with the overall level of global mine 
production, averaging approximately 2,550 
tonnes per year over the last five years. New 
mines that are being developed are serving  
to replace current production, rather than  
to cause any significant expansion in the 
global total.

Scrap
Although gold mine production is relatively 
inelastic, recycled gold (or scrap) ensures 
there is easily traded supply when needed, 
and this helps to stabilise the gold price. 

Central banks
Central banks and supranational 
organisations currently hold just over one-fifth 
of global above-ground stocks of gold as 
reserve assets. On average, governments 
hold around 10% of their official reserves as 
gold, although the proportion varies country-
by-country.

Although a number of central banks have 
increased their gold reserves in the past 
decade, the sector as a whole has been a net 
seller since 1989. Since 1999, the bulk of 
these sales have been regulated by the 
Central Bank Gold Agreemen (which stabilises 
sales from 15 of the world’s biggest holders  
of gold). 

These pages have been provided courtesy 
of World Gold Council (WGC).

As the global advocate for gold, WGC and 
its members, of which Peter Hambro Mining 
plc is one, are committed to playing a key 
role in the development of a responsible 
gold mining industry.
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Moscow
Peter Hambro Mining Plc

Amur Region Yamal Buryatia Magadan 

Pokrovskiy mine and flanks

Pioneer mine and flanks

Malomir deposit and flanks

Tokur deposit

Aprelskaya ore field

Adamikha and Galenitoviy 
deposits

Gar-II deposit

Sygdzhar deposit

Shaman ore field

Koboldo mine

Oldoiskaya ore field

Taldan ore field

Albyn deposit

Osipkan deposit

Kirovskiy deposit

Odolgo mine

Novogodnee-Monto deposit

Petropavlovskiy deposit

Yarshor-Laptaeganskaya 
area

Voikaro-Schuchinskaya area

Schuchinskaya area

Ozernoe

Rudny Gorki deposit

Zapadnoye deposit

Talikitskaya area Berelekh mine 

Shkolnoye deposit

Chita

Kuliinskiy deposit

Vezkhne-Aliinskiy deposit

Bukhtinskiy deposit

The Russian gold mining industry, one of the 
oldest in the world, has a 300 year history, 
with long traditions of mining legislation, 
regulation and education. A highly qualified 
talent pool of skillful workers, alongside vast 
untapped gold resources and competitive 
prices for energy make it a very prospective 
place to build one of the leaders of the global 
gold mining industry. 

The Group’s focus on growth opportunities in 
Russia is based on 14 years’ experience of 
operating in Russia, a world class asset base 
of producing, development and exploration 
projects and a very strong team of extremely 
experienced and highly trained professionals.

all	the	group’s	operations	are	located	in	russia	–		
one	of	the	world’s	leading	mining	nations.	russia	has	a	
unique	mineral	resources	base,	and	a	long-term	history		
of	gold	production.	

The Group operates in several well-known 
gold regions of Russia with its headquarters in 
the Amur Region – which straddles the central 
part of the Mongolo-Okhotsk line, an ancient 
tectonic plate boundary which forms one of 
the world’s major mineralised belts. The Amur 
Region is one of the key gold producing 
regions in Russia with excellent infrastructure 
and an accessible energy supply. Other 
regions in which the Group is active include  
the Yamalo-Nenetsky Autonomous Region  
(a similar intensely mineralised tectonic belt), 
Buryatia, Magadan, Sakha, Chita and Irkutsk.

The Group’s strategic goal is to become the 
leading gold producer in Russia.

n		Regions	in	which	the	Group’s		
activities	are	located

totally	committed	
to	the	region

regional	oVerVieW
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Russia is the biggest country in the world by area, 
occupying 17m km2 divided into 83 federal  
units and spanning 11 time zones.

Ñ

 500m oz
total	russian	gold	reserves	–	
the	second	largest	total	
globally,	after	South	africa

n		
Regions	in	which	the	Group’s	

	
activities	are	located
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HiStorY	oF	tHe	bUSineSS

1998–2001  
A feasibility study for  
the heap leach 
operation is finalised.

The first gold is 
produced at Pokrovskiy 
through the heap leach 
process. 

A licence for the Pioneer 
deposit is acquired.

2002 
The Company’s 
Ordinary shares are 
admitted to trading  
on AIM.

Construction of the 
new RIP processing 
plant at Pokrovskiy is 
completed and the first 
gold produced through  
the plant. 

1994–1998  
OAO Pokrovskiy Rudnik 
is formed and a 
combined licence for 
exploration, development 
and exploitation of the 
Pokrovskiy deposit  
is obtained. 

2004  
OAO Pokrovskiy Rudnik 
acquires 90% of the issued 
shares of OAO Yamalzoloto 
with a licence area in the 
Yamalo-Nenetsky 
Autonomous Region in the 
north of Russia. The area 
holds Novogodnee Monto, 
Petropavlovskoye and 
other deposits.

An upgrade of the capacity 
of the RIP plant at 
Pokrovskiy is completed, 
allowing it to process  
1.5mt of ore per annum.

Group’s reserves and resources
B+C1 2.1m oz
C2+P1 13.8m oz
Group turnover
US$62.1m
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History	of		
the	business

2003 
The Omchak joint 
venture in the Magadan 
Region is established.

The Rudnoye joint 
venture between OAO 
Pokrovskiy Rudnik and 
OAO Priisk Solovyevskiy, 
is formed to allow 
funding for the 
exploration of hard rock 
deposits in the Amur 
Region. The Group’s 
titanium dioxide interests 
were sold to Aricom plc 
(Aricom plc shares 
began trading on AIM on 
31 December).

Only two years after the admission of the 
Company’s Ordinary shares to trading on London’s 
AIM Market as a single licence holder, by 2004 the 
Company had established its presence in 3 regions 
of Russia, collaborating with major mining leaders 
on exploration projects at several deposits.

Acquisition of the licence for the Malomir deposit, 
progress of the feasibility study for the Pioneer 
deposit and successful fundraising through issue  
of convertible bonds make the Group’s aim to 
become a low cost multi mines producer viable. 

Group’s reserves and resources
B+C1 2.0m oz
C2+P1 16.7m oz
Group turnover
US$91.2m
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2006 
1m oz target is set by  
the Company. 

IFC exercises its option and 
invests a further US$17.4m.

The Group acquires c.98% of 
OAO Irgiredmet, one of the 
best-known laboratory, 
research and scientific 
consulting companies in 
Russia. Irgiredmet is based in 
the Siberian city of Irkutsk.

Omchak joint venture acquires 
licences for gold properties in 
the Chita Region.

Highly-prospective 
Andreevskaya ore zone is 
discovered at the Pioneer 
deposit.

2007 
Pioneer’s first stage production facility is completed on time and  
on budget. 

Exploration successes at the highly prospective Andreevskaya ore 
zone at Pioneer. 

US$180m finance obtained through the issue of gold equivalent 
exchangeable bonds via Peter Hambro Mining Group  
Finance Limited. 

As a result of 2007 exploration works the Group’s Russian category 
B+C1 reserves increase by 20%, category C2 reserves by 26%  
and category P1 resources by 6%. 

New licences for prospective Taldan, Kirovskoye and Aprelskoye 
areas acquired. 

Re-calculation of the economic depth of the Pokrovskiy pit due to 
the increase in gold prices.

Mine planning at Malomir reaches an advanced stage.

The feasibility study for the Novogodnee Monto mine is approved.

JORC figures for the Group’s resources, produced in the course of  
an independent technical audit of the Group’s assets by Wardell 
Armstrong International, show a good correlation with the  
Group’s estimates done under the requirements of the Russian 
classification system.

Successful adoption of IFRS, as endorsed by the European Union. 
The Company had previously prepared its consolidated financial 
results under UK GAAP.

2005 
The International Finance 
Corporation (“IFC”) invests 
US$15m in the Company.

US$140m is raised through 
the issue of convertible bonds 
via Peter Hambro Mining 
Group Finance Limited. 

The Malomir licence in the 
Amur Region is acquired. 

The Company announces that 
JP Morgan Cazenove would 
also act as Joint Broker to 
Peter Hambro Mining Plc, 
along with Canaccord Adams 
Limited.

74% of the shares of OAO 
Yamalskaya Gornaya 
Kompania are acquired.
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2006 2007

c.US$2bln
market	capitalisation	of	the	company		
on	31	December	2007

20
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Group’s reserves and resources
B+C1 1.8m oz
C2+P1 15.4m oz
Group turnover
US$157.8m

Intense development of four main assets to 
contribute to the 1m oz plan. Pokrovskiy remains 
the primary focus as a stable producer of cash flow 
and base for coordination of all exploration and 
development work.

Group’s reserves and resources
B+C1 2.2m oz
C2+P1 17.6m oz
Group turnover
US$226m

The first stage of the Group’s expansion plan is 
accomplished on time and on budget, Pioneer 
plant is completed and the deposit is prepared to 
become a mine. Preparation begins for the second 
stage of the Group’s expansion phase – the 
construction of the Malomir mine. 
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board	of	Directors
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1.	Peter	Hambro
executive	chairman
Mr Hambro is one of the co-founders of Peter 
Hambro Mining plc and has been Executive 
Chairman of the Group since its formation in 
1994. 

In addition to this executive role, Mr Hambro  
is a director of many subsidiaries of the Group. 
He is also a Non-Executive Deputy Chairman  
of Aricom plc, a developer of mineral assets in 
Russia’s. Far East, co-founder and Non-
Executive Director of Russian Timber Group 
Limited, a Non-Executive Director of SG 
Hambros Bank Limited and Non-Executive 
Chairman of Sundeala Limited and of various 
family companies.

Peter Hambro started his banking career with 
his family bank and became a Joint Managing 
Director of Smith St Aubyn Holdings Ltd 
before joining the Mocatta Group, the world’s 
largest bullion traders, as Deputy Managing 
Director of Mocatta and Goldsmid Limited 
and Group Marketing Director.

2.	Dr	Pavel	maslovskiy
chief	operating	officer
Dr Maslovskiy is a founding shareholder and 
Director of Peter Hambro Mining plc and has 
been Chairman of OAO Pokrovskiy Rudnik 
since 1994. Dr Maslovskiy is also the Non 
Executive Chairman of Aricom plc and a 
director of several subsidiary companies of the 
Peter Hambro Mining Group.

Prior to embarking on his business career,  
Dr Maslovskiy was a Professor of Plasticity  
at the Moscow Aircraft Technology Institute. 
Dr Maslovskiy is a member of the Risk 
Committee.

3.	andrey	maruta
Finance	Director
Mr Maruta qualified as a Chartered Certified 
Accountant at Moore Stephens in 2001 and 
joined the Group in 2003 as Group Chief 
Accountant. He was appointed Deputy Finance 
Director in 2005 and Finance Director in 2006. 

 
4.	alfia	Samokhvalova
Director	of	external	communications
Dr Samokhvalova joined Peter Hambro Mining 
plc in 2002. Dr Samokhvalova holds a Masters 
in Investment Management from CASS 
Business School, London and a PhD in 
Economics from the Moscow International  
High Business School. 
Dr Samokhvalova is a member of the 
Sustainability Committee.

5.	Jay	Hambro
non-executive	Director
Mr Hambro joined the Group full time in 2002 
and was Director of Business Development 
until 2006, when he gave up his executive 
duties in order to become Chief Executive of 
Aricom plc. Mr Hambro trained in resource 
finance at NM Rothschild & Sons, based in 
both London and the US and then moved to 
the investment banking division of HSBC as  
a Manager of Metals & Mining corporate finance. 

6.	alexei	maslovsky
business	Development	Director
Mr Maslovskiy joined the Group in 2001. He 
holds a Bachelor of Arts Degree in Economics 
from the University of Minnesota. He is a 
Certified Retail Gemmologist and Diamond 
Grader. He was previously employed as trader 
for Worldco Financial Services in New York.

7.	Philip	leatham
non-executive	Director
Mr Leatham studied Mechanical Engineering 
at Magdalene Collage, Cambridge, before 
embarking on a career as a chartered 
accountant with Spicer & Pegler. In 1985 he 
set up his own general accountancy practice, 
from which he retired in 2006. He has worked 
with the Group since it was founded, 
previously holding the positions of Finance 
Director and Company Secretary. 
Mr Leatham is Chairman of the Sustainability 
Committee and a member of the Audit, 
Remuneration and Nomination Committees. 
 

8.	Peter	Hill-Wood
non-executive	Director
Mr Hill-Wood has been Chairman of Arsenal 
Football Club since 1982 and was formally 
Vice-Chairman of Hambros Bank and 
Chairman of its Investment Division. He is 
currently on the Board of Advisors of a 
Russian technology LP. Mr Hill-Wood joined 
the Board in 2003.
Mr Hill-Wood is Chairman of the Audit 
Committee and a member of the 
Remuneration, Nomination and Sustainability 
Committees.

9.	Sir	rudolph	agnew
Senior	non-executive	Director
Sir Rudolph Agnew was Group Chief 
Executive and Chairman of Consolidated Gold 
Fields, the second largest gold producer in 
the Western world in the 1980s. He was also 
a Director of Anglo American, Gold Fields of 
South Africa and Newmont Mining. Sir 
Rudolph Agnew is the Chairman of the 
Remuneration and Nomination Committees 
and a member of the Audit and Sustainability 
Committees.

10.	lord	guthrie
non-executive	Director	
General the Lord Guthrie of Craigiebank GCB 
LVO OBE DL was appointed to the Board in 
January 2008. He is also a Director of NM 
Rothschild & Sons Limited, Colt Defence LLC 
(USA), Sciens International Fund of Hedge 
Funds and an independent member of the 
House of Lords. In addition he is Visiting 
Professor and Honorary Fellow of King’s 
College London University; and a Board 
member of the Moscow School of Policy 
Studies. He is currently Colonel of the Life 
Guards and Colonel Commandant of the SAS. 

Lord Guthrie is Chairman of the Risk 
Committee and a member of the 
Remuneration and Nomination Committees.
 

US$336,906
		equity	attributable	to	PHm’s	shareholders	in		
2007	up	by	13%	on	2006	figure	of	US$298,239
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operations	and		
Development

Open pit at Pokrovskiy
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operations	and		
Development

Pokrovskiy	production	up	15%

Pokrovskiy	giS	total	production	
cost	increased	only	9%,	despite	
high	inflation	

c.91%	recovery	rates	from	the	
Pokrovskiy	plant	in	spite	of	more	
challenging	material	through		
the	mill

Upgrade	of	the	mining	fleet	at	
Pokrovskiy	to	contribute	to	cash	
costs	optimisation

an	extension	of	the	Pokrovskiy	
reserves	through	exploration	at	
the	pit	margins

construction	of	Pioneer’s	first	
production	line	completed	on	
time	and	on	budget

The	construction	of	an	all	year	
round	cycle	at	Pioneer	is		
on	schedule

14%
		increase	in	2007	total	
attributable	gold	production	
compared	to	2006	figure
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800 Miles
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National CapitalCity / Oblast or Kray NameInternational BoundaryOblast or Kray BoundaryAutonomous Area BoundaryOblast or Kray Name
Tomsk

Oblasts or Krays have the same name as
their capital unless otherwise noted.
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Malomir

Pioneer

Albyn

Pokrovskiy

Tokur

Blagoveschensk

oPerationS	anD	DeVeloPment

Pokrovskiy

Pokrovskiy	rudnik	is	
located	in	the	amur	
region,	russian		
Far	east:	

c.600	km	from	the	
regional	capital,	
blagoveschensk
c.10	km	from	the	
nearest	station	on		
the	trans-Siberian	
railway
c.90	km	from	the	
closest	airport	

✓

✓

✓

Pokrovskiy – Reserves and Resources

 Category Ore   Gold content 
 1/1/2008 1/1/2008 1/1/2008  1/1/2007 
 B,C, or P (’000t) (’000oz)  (’000oz)

Pokrovskiy deposit    

Balance ore reserves C1 4,450 605  810

 C2 576 73  35

Low-grade reserves C1 8,162 285  294

 C2 23 1  1

Stockpiles C1 4,259 182  144

Stockpiles, low-grade reserves C1 3,924 92  96

RIP tailings – low-grade material C1 7,068 96  72

Inner flanks exploration areas C2 14,622 553  436

Mine area and flanks P1 6,830 408  414

Total for Pokrovskiy area  49,914 2,295  2,301

The Group reports its reserves and resources according to the Russian Reserves and Resources 
classification system as it is the statutory reporting system. The Russian System is based principally on 
the technical ability to extract a mineral reserve and does not take into account the economical viability 
of extraction in the same way as internationally recognised mineral reserves classifications do. 

The plant at Pokrovskiy Staff accommodation at Pokrovskiy
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The Pokrovskiy mine is located on the Amur 
tectonic plate on the south side of the Mongolo-
Okhotsk fold/thrust line (the ancient boundary 
between the Eurasian and Amur plates) but  
well within the broad zone of mineralisation 
associated with this plate junction. The 
Pokrovskiy mineralisation is hosted by volcanic 
and associated volcanosedimentary rocks of 
Mesozoic age, and results from hydrothermal 
activity associated with the Mesozoic volcanism.

The Pokrovskiy mine remains the backbone of 
the Group: one of the largest and cheapest gold 
producers in Russia, benefiting from excellent 
infrastructure and transport links. 

It is an open pit operating gold mine producing 
gold using heap leach and resin-in-pulp 
technologies. The licence for the mine was 
acquired by the Group in 1994 and the project 
was developed by the Group’s specialists in  
only 5 years with the first production coming 
from the mine in 1999. Since then more than  
1m oz of gold have been produced at the mine 
with one of the lowest costs of production  
in Russia. 

The deposit is very important for the Group’s 
growth as it is used as a base and headquarters 
for development of the other deposits in the 
region. Stable cash flows from its operations 
also continue to support the Group’s ambitious 
growth programme. 

The very competitive costs of production at the 
mine are a result of the continued commitment 
of the team to run the mine in the most efficient 
and effective way. Efficiency is achieved in 
particular by strict compliance with the mining 
plan for the deposit, supported by Micromine 
modeling, and by using the global positioning 
system to control efficiency of mining operations 
and implementation of a comprehensive 
programme of cash cost optimisation 
developed in 2005.

The significant increase in gold prices during 
the year has allowed for the re-calculation of 
the economic depth of the Pokrovskiy pit to a 
greater depth than in the original mine design. 

The new pit is expected to provide the mine 
with high quality ore up to 2012.

mining	
In 2007, mining operations increased 16%, 
moving a total of c.4.6m m3 of material yielding 
c.2.2m tonnes of ore. Although working at 
deeper levels of the Pokrovskiy pit, mining 
costs increased by only 4%. Cost control was 
principally achieved by upgrading and 
expanding the mining fleet. For example,  
in the second half of 2007 an EKG-5 excavator 
with 5m3 loading capacity and three new  
45t capacity BelAZ trucks were commissioned, 
thus increasing the volume of waste stripping 
and a new Atlas Copco DML drill rig, with a 
higher operating rate and larger drilling 
diameter, was brought into operation. The 
programme envisages a further addition  
to the mining fleet in the first half of 2008 when 
three further 45t BelAZ trucks are expected to 
be brought into operation. 

Precise and timely execution of the mining plan 
using the Micromine geological computer 
model of the deposit also helped cost control  
in 2007.

Advance stripping undertaken during 2006 
allowed for mining work optimisation in 2007 
when the pit floor was deepened by 25 metres.  
Pre-stripping of overburden in order to  
prepare reserves and maintain ore quality  
was continued in 2007. 

During 2007, exploration works around the 
Pokrovskiy pit confirmed 50,000oz of 
additional C1 gold reserves on the margins of 
the Pokrovskiy pit at an average gold grade of 
5.2g/t. This reserve consists of oxidised 
material which improves the quality of the 
blended mix in the intermediate stockpile. 
Exploration works at the edges of the pit are 
continuing. Exploration during 2008 will focus 
on bringing 200,000 oz of C2 into the C1 
reserves category.

1m oz
gold	produced	at	Pokrovskiy	
mine	since	commissioning		
in	1999

Production	(’000oz)

total	material	moved	(’000m3)

total	ore	mined	(’000t)
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Pokrovskiy Schedule of Mining Operations
    Units 2007 2006

Pokrovskiy deposit

Total Material Moved    ’000m3 4,621 5,385

Including advanced stripping    ’000m3 1,206 1,657

Ore Mined    ’000t 2,207 1,904

Grade    g/t 3.5 3

Gold    ’000oz 250.6 184.5

Pioneer deposit

Total Material Moved    ’000m3 1,704 912

Ore Mined    ’000t 191 168

Grade    g/t 3.8 3.4

Gold    ’000oz 23.1 18.3

Processing
RIP
Another area of optimisation during 2007 was 
in further expansion of the intermediate (mill 
feed) stockpiles introduced by the Pokrovskiy 
mine team for the first time in 2006. These 
stockpiles were designed to optimise ore 
blending for the RIP once primary ore started 
to be produced by the pit. In order to have a 
uniform quality of material through the mill, 
both from a grade and technological point of 
view, different types of ore from the pit are 
mixed in an intermediate stockpile. In 2007, 
the capacity of intermediate stockpiles was 
increased to 200,000 tonnes. 

In 2007, the plant processed 1.7m tonnes of 
ore which comprised a mixture of oxidised 
and primary material. Although processing 
mixed material was more challenging from a 
technological point of view a c.91% recovery 
rate was achieved. This was possible thanks 
to long term planning for the transition to a 
different type of material and improvements 
introduced by the team in order to sustain 
previous levels of recoveries. In addition to ore 
preparation in intermediate stockpiles, these 
improvements included optimisation of pulp 
particle size, cyanidation time, quantity of 
sorbent and transition speed. 

Enhanced thickener speed and concentration 
and use of cyanide, allowed a high level of 
gold extraction to be maintained despite the 
introduction of primary ore from the deposit. 
This was further supported by the installation 
of a centrifugal concentrator in front of one of 
the milling lines for removal of sulphides from 
the process that are resistant to cyanidation. 
The sulphides are processed in special units 
for intensive cyanidation with strict supervision 
of all technological parametres. The second 
and third mill circuits will be equipped in the 
same way during the first half of 2008.

Heap leach 
An increase in RIP plant processing capacity, 
coupled with the gold price increase, has 
allowed processing of lower grade ore through 
the heap leach process, and heap leach 
optimisation in previous years has allowed high 
gold recoveries (68.5% in 2007) even on low-
grade (0.8g/t) material.

Production
The Pokrovskiy mine’s final product is 16kg 
gold doré bars of the following composition: 
92-96% gold, 3-7% silver and 1-2% other 
alloys and silver doré bars of the following 
composition: 70-75% silver, 20-25% gold and 
3-5% other alloys. These bars are sent from 
the mine to the Krasnoyarsk refinery plant 

Stable	operating	costs	in	
high	inflationary	
environment
12%	–		general	russian	

inflation
13%	–		increase	in	electricity	

prices
15%	–		average	increase	in	prices	

for	chemical	reagents	
and	consumables

7%	–			 	dollar	to	rouble	
depreciation	

oPerationS	anD	DeVeloPment

Pokrovskiy

Mining at Pokrovskiy
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using the service of Sberbank’s security 
vehicles. The Group sells all gold produced to 
various Russian and western banks at a 
London fix price excluding sales commission.

costs	
The Group is proud to be one of the lowest 
cash cost producers in Russia with its costs 
remaining relatively constant in a global 
environment of increasing input costs. This has 
been achieved partly by the increase in ounces 
produced leading to increased economies of 
scale and partly by the implementation of a 
large number of cost control and reduction 
measures implemented at the Pokrovskiy mine 
in 2005. The key aim of these measures has 
been to ensure a more efficient use of 
equipment, consequently reducing the amount 
of raw materials, fuel and energy that are used.

The Group reports and breaks down 
Pokrovskiy’s operating costs following industry 
best practice according to the internationally 

recognised GIS. At Pokrovskiy the GIS total 
production cost in 2007 increased by just 9% 
to US$258/oz and this marginal increase was 
achieved despite a dollar to rouble depreciation 
of 7% and general Russian inflation of c.12%. 

Expansion of fuel storage facilities during 2007 
further enabled the Group to decrease the unit 
cost of diesel by 4% in comparison with the 
year 2006. 

outlook
A significant increase in gold prices allowed 
for re-calculation of the economic depth of the 
Pokrovskiy pit to a depth greater than in the 
original mine design. The new pit is expected 
to provide the mine with high quality ore up to 
the end of 2012. From 2013 it is intended that 
the plant will be processing the ore from 
satellite sites nearby which are currently 
yielding very promising results in the course of 
extensive exploration works.

Pokrovskiy Processing Schedule
Resin In Pulp Plant
    units 2007 2006

Ore from Pokrovskiy pit    ’000t 1,604 1,379 
Grade     4.3 4.7 
Gold     222 136

Ore from stockpiles    ’000t 95 248 
Grade     3.7 2.8 
Gold     11.4 39.4

Pioneer (bulk sample)    ’000t 23 46 
Grade     16.6 5.7 
Gold     12.5 9.7

Total milled    ’000t 1,723 1,698 
Grade     4.4 4.1 
Gold     246 184.9 
Recovery     90.6% 91.5% 
Gold recovered     222.8 169.2

Heap leach

Ore stacked    ’000t 784 750 
Grade     0.8 0.9 
Gold     21 23 
Recovery     68.5% 73.1% 
Gold recovered     14.3 16.8

Total gold recovered    ’000t 237.1 206.8

Gold-bearing ore samples

other	amur	region	production
The Amur Region has about 140 years  
of history of gold production with the 
majority of it coming from rich alluvial 
deposits. There are still a large number of 
prospective alluvial fields and smaller 
scale projects in this region; many of them 
in close proximity to existing or developing 
projects of the Group. 

Using synergies from the Group’s 
presence on these sites, exploitation of 
these should bring additional cash flows 
for the Group. Such alluvial enterprises 
traditionally use dredging machinery and 
washing technology. 

Two of these enterprises, Koboldo and 
Amur Doré, together have mined 16,500oz 
of gold in 2007 (compared to 10,500oz in 
2006). These companies plan to continue 
acquiring other licences for placer 
deposits to increase production and 
sustain their reserves and resources base. 

In 2007, Odolgo, which is part of a joint 
venture between Priisk Solovyevskiy and 
the Group, commissioned a modular 
gravity processing plant, intending 
intensive cyanidation of the resulting 
concentrate. 

US$193/oz
total	cash	costs	at	Pokrovskiy	–	one	of	the	
lowest	costs	of	production	in	the	global	gold	
mining	industry
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Pioneer	deposit	
located	in	the	amur	
region,	russian	
Far	east:	

c.35	km	north-east	
of	Pokrovskiy	mine
c.40	km	from	the	
tigda	station	on	the	
trans-Siberian	
railway
c.60	km	from	the	
closest	airport	Zeya

✓

✓

✓

Pioneer – Reserves and Resources

                     Gold content
  Category Ore 1/1/2008  1/1/2007 
  B,C, or P (’000t) (’000oz)  (’000oz)

Bakhmut, Promezhutochnaya,  
and Yuzhnaya  C2 71,393 3,124  3,091

  P1 14,320 630  748

Andreevskaya  C2 1,265 639  574

  P1 440 210  286

Other zones  P1 7,000 301  301

Total for Pioneer area   94,418 4,904  4,999

 
The Group reports its reserves and resources according to the Russian Reserves and Resources 
classification system as it is the statutory reporting system. The Russian System is based principally on 
the technical ability to extract a mineral reserve and does not take into account the economical viability 
of extraction in the same way as internationally recognised mineral reserves classifications do. 

Pioneer

oPerationS	anD	DeVeloPment

Construction of the mill at Pioneer Bakhmut pit development
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>300%
		 	increase	in	deposit	reserves	
and	resources	since	its	
acquisition	

The Pioneer mine is located on the Amur 
tectonic plate on the south side of the 
Mongolo-Okhotsk fold/thrust line (the ancient 
boundary between the Eurasian and Amur 
plates) but well within the broad zone of 
mineralisation associated with this plate 
junction. The Pioneer mineralisation is hosted 
by extrusive and intrusive igneous rocks of 
Mesozoic age, and results from hydrothermal 
activity associated with Mesozoic volcanism.

The licence for the deposit was acquired in 
2001. First discovered in 1970, this deposit 
was initially considered as a small 
uneconomic ore occurrence but intensive 
exploration works by the Group proved  
that it is a major deposit with substantial 
enriched zones. The definitive plan of 
development of the deposit was designed by 
the Group envisaging sizeable heap leach 
operations with a modularly expanded RIP 
plant. The modular expansion programme 
previously used successfully at Pokrovskiy 
allows for optimisation of an overall project 
profitability and capital expenditure.

In 2007, only 6 years after the licence was 
acquired, the construction of the new RIP 
plant was completed at Pioneer comprising 
crushing units, grinding mills, sorption and 
desorption units, a heap leach pad, and 
tailings storage. The plant was completed  
on schedule and on budget. 

In addition to an open pit constructed on the 
Bakhmut zone in earlier years, in 2007 work 
was started on four more open pits, one in 
Promezhutochnaya zone, two in Yuzhnaya 
zone, and one in Andreevskaya zone. As a 
result of the mining work at Pioneer in 2007, 
1.1m tonnes of ore was prepared to be 
processed through the mill in 2008.

Mining works were carried out according  
to a mining plan which included advanced 
stripping and preparatory mining works that 
were carried out by a mining fleet put together 
for exploitation of the deposit. With the 
commissioning of the Pioneer mill, batches  
of ore from the pits on the main ore zone 
(Bakhmut, Promezhutochnaya, and Yuzhnaya) 

were processed through the mill in order to 
calibrate the circuit for optimal gold recovery. 

Towards the end of November 2007, all works 
on heat insulation of the buildings for the 
grinding mills and sorption units were finished. 
This allowed for construction of the foundation 
for a ball mill in December 2007 which was 
installed during February-March 2008. Since 
April 2008 the plant has been operating on an 
all year-round basis.

Further	exploration
At Pioneer, the principal exploration efforts in 
2007 were concerned with delineating the 
Andreevskaya ore zone and understanding its 
structure. This allowed the identification of at 
least three ore shoots with high grades of gold, 
as well as silver, and the discovery of an ore 
body geometrically similar to Apophysis 1 at the 
junction of the Andreevskaya zone with a newly 
discovered zone named Prikontaktovaya. It 
appears that the Prikontaktovaya zone, trending 
north-east – south-west, may extend south-west 
for up to 5 km to link with the Babayevskaya ore 
zone (which has a similar trend and was 
discovered in 2007 during geological site 
investigations for the new processing plant).  
The pre-stripped area at Andreevskaya has now 
been developed into an open-pit mine, currently 
just 10 metres in depth, for pilot-scale production.

outlook
The continuous expansion of the Pioneer 
plant, envisaged by the Group’s plan of 
development of the mine, provides for the 
building of infrastructure, such as the mining 
camp, a garage for maintenance and parking 
of mining equipment and roads. In December 
2007, construction of a second processing 
line in the RIP plant was begun. Work started 
on initial preparation for the crushing, grinding 
and sorption buildings. Contracts for delivery 
in 2008 of SAG mill 7.5x2.5 metres and ball 
mill 4.0x6.0 metres manufactured in China 
have been signed, and most of the 
construction steel for the second RIP line has 
been purchased. It is planned to bring the 
second Pioneer RIP line into production by 
December 2008. 

Pioneer production profile (oz)

Pioneer capex breakdown, 
US$m

The Pioneer capital expenditure estimate for 
2008 is c.US$45m. Total capital expenditure 
of the project is expected to amount to  
c.US$157m which is broadly in line with 
original estimate of c.US$140m. The 
increase is mostly reflected in the cost of 
upgrading facilities in 2011 and onwards 
when the Group expects to spend c.$53.5m 
to upgrade the processing facilities.
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malomir	deposit	
located	in	the	amur	
region,	russian		
Far	east:

c.360	km	east	of	
Pokrovskiy	mine
c.95	km	to	the		
north-east	of	
Fevralsk	station	on	
the	bam	railway
c.450	km	north-east		
of	blagoveschensk	
airport

✓

✓

✓

Malomir – Reserves and Resources

     Gold content  
 Category Ore 1/1/2008  1/1/2007 
 B,C, or P (’000t) (’000oz)  (’000oz)

Malomir deposit C2 44,159 2,194  1,469

 P1 28,941 1,243  469

Quartzite deposit C2 – –  77

 P1 6,197 341  469

Ozhidaemoye deposit C2 7,611 389  0

 P1 3,570 161  394

Total for Malomir area  90,478 4,327  2,879

 
The Group reports its reserves and resources according to the Russian Reserves and Resources 
classification system as it is the statutory reporting system. The Russian System is based principally on 
the technical ability to extract a mineral reserve and does not take into account the economical viability 
of extraction in the same way as internationally recognised mineral reserves classifications do. 

malomir

oPerationS	anD	DeVeloPment

Channel sampling Shallow pit at Malomir
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85%
increase	of	c2	reserves	from	
previous	1.4m	oz	to	current		
2.6m	oz,	with	a	great	
improvement	in	quality		
of	the	estimation

The Malomir deposit is situated along and 
above a major thrust zone close to the 
Mongolo-Okhotsk fold/thrust line (the ancient 
boundary between the Eurasian and Amur 
plates) and is hosted by upper Palaeozoic 
meta-sediments, mainly carbonaceous 
shales, affected by low-grade regional 
metamorphism and locally intense 
metasomatic alteration (mainly silicification) 
with associated hydrothermal mineralisation. 
The deposit is one of a north-eastern group  
of licences held by the Group. In the north-
east of the Amur Region, there are four 
additional licence areas: Voroshilovskoye, 
Tokur, Albyn and Osipkan, all at different 
stages of exploration. 

The acquisition of the Malomir deposit in 2005 
was part of a long-term development strategy 
of the Group. An exploration licence for areas 
on either side of the Malomir deposit was 
obtained in 2003 at which time some 
exploration on this area began. In February 
2005 the Group was successful in the auction 
for the combined exploration licence over the 
Malomir deposit. From geological studies, 
three separate deposits have now been 
identified at Malomir: the Malomir deposit 
(Diagonal zone ore body), the Quartzite 
deposit (formerly Quartzite zone) and the 
Ozhidaemoye deposit (north-eastern 
extension of the Diagonal structure, north of 
the Malomir river). The main Malomir deposit 
consists of multiple thick zones of 
metasomatised (silicified and sulphidised) and 
crushed rock lying mostly above the major 
“Diagonal” thrust-fault which strikes south-
north and dips north-westwards. Most of 
these ore zones lie roughly parallel to the 
thrust surface, but some are more steeply 
dipping. With a low cutoff grade allowed by 
high gold prices, several of the ore zones 
merge into a single thick ore body.

With detailed exploration (trenching and deep 
core drilling), the evaluated section of the main 
Malomir deposit has now been extended 
laterally to a length of 1 km, and to a depth of 
200 metres. The ore zone has been traced as 
far as the Malomir river valley in the north-east 

and is continuous with the mineralisation  
on the Ozhidaemoye deposit to the north  
of the river.

Exploration on the Ozhidaemoye deposit has 
allowed the delineation of six ore zones. These 
are believed to be similar geologically and 
mineralogically to the main Malomir deposit. In 
the Ozhidaemoye deposit they are clearly 
associated with quartz metasomatism, 
thickest immediately above the Diagonal thrust 
zone and thinning upwards. As a result, the 
northernmost ore zone is “blind” (i.e. does not 
outcrop at surface), and potentially there are 
further similar ore zones to the north, not  
yet discovered. 

The Quartzite deposit, lying to the west of 
Ozhidaemoye, has been explored by both 
trenching and drilling, and an area was pre-
stripped in order to assess the morphology 
and continuity of ore zones. There are about 
six ore bodies of thicknesses varying up to  
26 metres. Metallurgical studies on bulk 
samples of oxide and primary ore are not yet 
completed, but the ore appears similar in 
character to the main Malomir deposit.

Metallurgical tests have shown that Malomir 
primary and mixed ore may give 80% 
recovery by flotation alone, or 85% using 
flotation plus gravity separation, with likely 
improvement, on the primary sulphide-bearing 
ores, by use of autoclave oxidation.

outlook
In 2007, the Group published JORC resource 
for the deposit estimates based on Micromine 
modelling of the deposit. In 2008 these 
models will be revised to reflect the large 
volume of recent exploration works. Mine 
planning is at an advanced stage, with 
associated work (such as metallurgical tests, 
hydrogeological and geotechnical 
investigations) nearly completed. Continued 
exploration is in progress to locate suitable 
water supplies for the Malomir mill, as well as 
locally sourced building stone.

increase	in	reported	malomir	
reserves	and	resources	since	2006

malomir	satellite	deposits:	
growth	in	c2+P1	resources	
since	acquisition	in	2003

Intensive exploration on the Malomir 
deposit in 2007 increased the estimated 
reserves and resources to c.2.2m oz of 
category C2 reserves (up from c.1.5m oz 
as reported at 01.01.07) and c.1.2m oz 
category P1 resources (up from c.0.5m 
oz as reported at 01.01.07). This 
represents an overall increase of 77% in 
category C2+P1 reserve and resources. 
Total Malomir area estimated reserves 
and resources (C2+P1) have increased 
from c.2.9m reported last year to c.4.3m 
oz as at 01.01.08.
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Tokur and Albyn – Reserves and Resources

     Gold content  
 Category Ore 1/1/2008  1/1/2007 
 B, C or P (’000t) (’000oz)  (’000oz)

Tokur Quartz vein mineralisation B+C1 414 157  157

  C2 414 157  157

Tokur Waste dumps C2 737 40  40

Tokur Glavniy fault mineralisation C1 3,518 253  253

  C2 7,700 475  443

Tokur P1 category resources P1 15,010 1,638  1,399

Albyn Quartz-albite zones P1 12,168 1,245  241

Kharginskoye deposit P1 800 386  386

Total for Tokur and Albyn  40,761 4,352  3,077

 
The Group reports its reserves and resources according to the Russian Reserves and Resources 
classification system as it is the statutory reporting system. The Russian System is based principally on 
the technical ability to extract a mineral reserve and does not take into account the economical viability 
of extraction in the same way as internationally recognised mineral reserves classifications do. 

albyn	&		
tokur

oPerationS	anD	DeVeloPment

albyn	deposit	located	
in	the	amur	region,	
russian	Far	east:	

c.485	km	east	of	
Pokrovskiy	mine
c.200	km	from	
Fevralsk	station	on	
the	bam	railway
c.550	km	from	
blagoveschensk	
airport

✓

✓

✓

Studying maps Man camp at Albyn



	 Peter	Hambro	mining	Plc	ANNUAL REPORT 2007 25

6.4 km
		length	of	mineralised	zone	
of	trends	east-west	across	the	
southern	part	of	the	albyn	
licence	area

The Albyn deposit is situated in the 
Selemdzhinskiy region along the bank of the 
river Kharga, within the Paleozoic Mongolo-
Okhotskiy fold and thrust-belt. The Albyn 
deposit benefits from excellent infrastructure 
due to a strategic location in the centre of 
gold mining activities in the north-east of the 
Amur Region. The exploration area is 2 km 
from a local settlement of gold miners – 
Zlatoustovsk, which has an airfield, an all year 
round road connecting it with the BAM railway 
and an electric power line. 

The deposit is located in an area of previously 
extensive mining activities. During the 20th 
century active exploitation of placer deposits 
took place at this highly prospective site. In 
1901 the Kharginskiy deposit lying 500 metres 
away from the Albyn deposit was discovered, 
which yielded a total of 6.8 tonnes of gold 
during the 1950s. The Albyn deposit itself was 
discovered in 1970 during a regional 
geological survey of the area. The 40 km2 
Albyn licence area, which includes also the 
Kharginskiy deposit, was acquired by the 
Group in 2006. Exploration at Albyn began in 
2007 with an intensive programme of drilling 
and trenching. It is known that the Albyn area 
includes an extensive mineralised zone 
trending east-west for at least 6.4 km across 
the southern part of the licence area. 

Exploration in 2007 included trenches at  
80-320 metres spacing, and drilling of 117 
drillholes up to 324 metres deep on a strike 
length of 4.5 km in a zone of mineralised 
layered albitites, now explored to the eastern 
boundary of the licence area. Mineralisation 
consists of metasomatic rocks associated 
with low-angle fractures. Gold is present in 
these rocks, sometimes as coarse visible 
grains up to 2mm in size.

The Tokur deposit is located only 70 km from 
Albyn on the same geological belt. Tokur was 
acquired by the Group in 2003 and since that 
time has formed an important base for this 
area, with laboratory and mineral processing 
facilities at the site, and infrastructure from 
previous operations at the Tokur underground 

mine. The old mine at Tokur extracted gold 
from quartz veins adjacent to the east-west 
trending Glavniy Fault, which is itself also 
mineralised. Recent exploration work – 
trenching and core drilling – has concentrated 
on evaluation of a mineralised zone along a 
1.5 km section of the Glavniy Fault, not 
previously exploited. This section is where the 
topography is considered to be most 
favourable for open pit mining, and would 
have the lowest stripping ratio. 

Assay data has confirmed economic gold 
grades averaging 1.5g/t over a 15.3 metres 
mineralised thickness, with a cut-off grade of 
0.6 g/t. Potential open pit development would 
exploit about 500 metres length of the fault 
zone. Metallurgical tests have indicated that 
gold recovery by gravitation/flotation is greater 
than 90%. Additionally there are readily 
accessible gold reserves both in dumps from 
the old underground mine, and (subject to 
geotechnical and safety considerations) in 
pillars and other unmined areas within the 
underground mine. The reserve and resource 
estimates have been submitted to the Amur 
TKZ for independent assessment and approval.

It would make sense for the development of 
Albyn and Tokur to be considered as a single 
project, because the relative closeness of the 
locations and the variety of ore types available 
from the two deposits could allow for greater 
flexibility in blending of mill feeds to maximise 
gold recoveries.

outlook
The intention in 2008 is to complete 
exploration on the main albitite zones at Albyn 
to 160 x 80 metres spacing everywhere, to 
enable resource estimation to the level of 
Russian category C2. Local infill drilling is 
planned to be done on a grid of 20 x 20 metres 
to establish the drilling density needed to 
upgrade the reserves to C1 category.

Three new metallurgical samples have been 
taken and are currently being tested by 
Irgiredmet. 

Summary
The geometry of the Albyn mineralised 
zone is complex and similar in many  
ways to the Diagonal zone at Malomir.  
There are low-angle branching zones of 
metasomatites associated with shallow-
dipping thrust fracture surfaces. These 
seem in general to merge at depth into  
a single ore zone up to 50 metres thick 
containing ore intervals up to 18 metres 
thick. On a smaller scale the structure is 
also complex, with distinct boudinage of 
the ore zone (breaking it up laterally into 
separate “fingers” of ore).

Gold grade in the ore bodies ranges from 
0.6 to 38.9 g/t, with an average of about 
2.5 g/t. The average thicknesses of the 
three main ore bodies are 2.7 metres,  
5.4 metres and 5.5 metres, but varying 
from 0.8 metres to 17.9 metres. The ore 
deposit is open down-dip and along  
strike in both directions.

An estimate of resources so far, over  
the explored area within the licence 
boundary, at category P1, is 1.2m oz  
of gold, for open-pit working to 150 
metres depth. This excludes 400,000 oz 
at category P1 in the Kharginskoye 
deposit veins, which can also be re-
evaluated for potential open-pit 
exploitation in a number of separate 
smaller pits, with one or more veins  
per pit. 

Albyn licence area geological map
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novogodnee	
monto	&	
Petropavlovskoye

oPerationS	anD	DeVeloPment

Yamal reindeers Drilling at the Petropavlovskoye deposit

Novogodnee Monto and Petropavlovskoye – Reserves and Resources

    Gold content  
 Category Ore 1/1/2008  1/1/2007 
  (’000t) (’000oz)  (’000oz)

Novogodnee Monto* C1 4,878 179  0

 C2 817 53  210

 P1 1,960 294  300

Novogodnee Monto – out-of-balance C2 185 6  128

Petropavlovskoye C1 7,630 343  0

 C2 6,661 327  380

 P1 5,000 965  531

Total for Novogodnee Monto  
and Petropavlovskoye  27,131 2,166  1,548

 
*Novogodnee Monto also contains magnetite iron ore and building stone resources.

The Group reports its reserves and resources according to the Russian Reserves and Resources 
classification system as it is the statutory reporting system. The Russian System is based principally on 
the technical ability to extract a mineral reserve and does not take into account the economical viability 
of extraction in the same way as internationally recognised mineral reserves classifications do. 
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During 2004 and 2005, through a series of 
acquisitions, the Group put together a 
portfolio of licences in this prospective and 
unexplored area, stretching 200 km along the 
eastern side of the polar Urals in the Yamalo-
Nenetsky Autonomous Region. The Group’s 
licences include an area located in the middle 
of the region, containing the well explored 
Novogodnee Monto and Petropavlovskoye 
deposits. 
 
The Novogodnee Monto deposit is located  
to the west of the river Ob, close to the Arctic 
Circle. The Obskaya-Bovanenkovo railway, 
which is being constructed to serve the Yamal 
peninsula gas deposits, passes about 1 km 
from the deposit.

There are two main types of mineralisation: 
gold-magnetite and gold-quartz. The main ore 
mineral of the gold-magnetite ore is 
magnetite. The ore contains enough cobaltite 
for a cobalt concentrate to be a potential by-
product. The gold-quartz ore occurs in 
metasomatic zones, mainly below the 
magnetite ore. The main ore mineral of the 
gold-quartz ore is pyrite. Gold in both types of 
ore is fine-grained.

In 2007, an extensive programme of 
exploration works at the deposit was 
completed and the final report was submitted 
to the regional committee for natural 
resources. In October 2007, the feasibility 
study for the Novogodnee Monto mine was 
approved, and active development of an open 
pit mine is now under way.

Metallurgical studies by Russian institutes 
have shown that most of the gold in the 
magnetite ore is present in a free state and 
can be recovered by cyanide leaching. The 
recommended processing route consists of 
initial crushing/grinding followed by wet 
magnetic separation. Overall gold recovery  
is estimated to be around 75%.

Production from the deposit is scheduled 
from 2009 ramping up to c.45,000oz of gold 
with cash flow from by-products.

The Petropavlovskoye deposit is only 1 km to 
the west of the Novogodnee Monto deposit. 
Intensive exploration in 2006 and 2007 has 
delineated the main ore zone, which consists 
of a north-south trending stockwork with gold 
veins in silicified host rock. In 2007, a total of 
3,500 metres was drilled in 23 holes, along 5 
section lines, to depths of 150-200 metres. 
Also, channel sampling of the pre-strip area 
has been completed, and a 3-dimensional 
model of the ore body has been built. Gold 
occurs in quartz veins and stockworks cutting 
beresitic metasomatites. Exploration 
continues in 2008 with investigation of high-
grade gold-bearing quartz veins around the 
margins of the stockwork. The boundary of 
the stockwork ore zone is gradational and 
hence defined by cut-off grade, which at 
current prices allows for a fairly simple ore 
zone outline: a near-vertical north-south zone, 
with the main “ore column” plunging 
northwards. Bulk samples have been taken 
for metallurgical testing. One of the tests is 
looking at the possibility of pre-processing 
some of the lower-grade ore by X-ray 
radiometric separation, to produce a higher 
grade mill feed. 

In 2008, intensive work is scheduled to 
continue on Petropavlovskoye, approval is 
expected of resource/reserves estimates 
already submitted, and preparation of a 
detailed mine design is expected to be 
prepared as part of a feasibility study. The 
economics of both the Novogodnee Monto 
and Petropavlovskoye projects should be 
enhanced by their close proximity and the 
possibility of parallel development of the 
mines, wherever possible sharing mineral 
processing and other facilities. It is likely that 
additional ore feeds will also be available from 
other exploration blocks in the Toupugol-
Khanmeishorskiy licence area where deposits 
have been discovered that are mineralogically 
very similar to both Novogodnee Monto and 
Petropavlovskoye, with the possibility of 
expanding production from this mining area.

2009
Scheduled	start	of	operations		
at	novogodnee	monto

other	products
The top of the magnetite ore is at a 
depth of 50-100 metres, with 
unmineralised overburden rocks which 
have suitable mechanical properties for 
use as building materials (aggregate, 
ballast, etc.). 

The ability to sell much of this “waste” 
from the deposit, to meet a large and 
growing local demand (the Yamal 
peninsula is a major centre of natural  
gas development, and there are many 
construction projects) makes a 
substantial contribution to the 
economics of the Novogodnee  
Monto project.

The gold at Novogodnee Monto occurs 
in two distinct types of ore. Gold is 
disseminated throughout the main 
magnetite-skarn ore body, and this ore 
can be processed to extract saleable 
iron-ore and cobalt concentrates as well 
as the gold. There is also high-grade 
gold within quartz-metasomatite zones. 
These zones lie mostly below the 
magnetite skarn and are mineralogically 
similar to the Petropavlovskoye ore.

1

2

3

Novogodnee Monto: cross-section

1 Ore body
2 Volcanic/sedimentary host rocks
3 Limestone
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exploration

Amur Region landscape
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During	2007	total	group	b+c1	
category	reserves	increased	by	
20%,	category	c2	reserves	by	
26%	and	category	P1	resources	
by	6%

malomir	c2+P1	reserves	and	
resources	increased	by	77%

Seven	new	exploration	licences

new	taldan	licence:	estimated	
240,000oz	of	P1	resources	at	an	
average	gold	grade	of	7.5g/t	and	
gold	and	silver	grades	up	to	17g/t	
and	160g/t	respectively

new	Kirovskoye	licence:	over	
0.5m	oz	of	gold	c2+P1	reserves	
and	resources	at	an	average	grade	
of	7.8g/t

new	aprelskoye	licence:		
surface	samples	yield	gold		
grades	up	to	50g/t

albyn:	166%	estimated	reserves	
and	resources	increase	

reserves	and	resources	in	the	
andreevskaya	zone	of	the	
Pioneer	deposit	expanded

20%
increase	on	group’s	b+c1	
category	reserves	since		
31	December	2006
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Amur – Other Group Portfolio Assets – Reserves and Resources

     Gold content  
 Category Ore  1/1/2008  1/1/2007 
 B,C, or P (’000t) (’000oz)  (’000oz)

Odolgo C2 175 23  23

 P1 74 9  9

Solovyevskiy C2 1,107 303  –

 P1 1,000 225  –

Taldan P1 1,000 241  –

Voroshilovskoye C2 84 47  243

 P1 63 18  27

Pokrovka Outer Flanks

Velikie Luzhki P1 3,550 228  –

Anatolevskiy P1 400 32  –

     

Total for Amur – other deposits  7,453 1,127  303

The Group reports its reserves and resources according to the Russian Reserves and Resources 
classification system as it is the statutory reporting system. The Russian System is based principally on 
the technical ability to extract a mineral reserve and does not take into account the economical viability 
of extraction in the same way as internationally recognised mineral reserves classifications do. 

eXPloration

Inside a geologist’s study Exploration trenching on the Quartzite deposit, Malomir
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Potential	growth
A new large licence area – Solovyevskiy – 
170 km north-west of Pokrovskiy mine, 
was acquired in 2007. It lies across the 
Mongol-Okhotsk ancient tectonic plate 
boundary. The area includes the 
previously worked Kirovskiy mine and 
three other prospective exploration 
blocks. In 2007, most work was centred 
on identification of the mineral potential 
at Kirovskiy. An estimated 300,000oz of 
gold reserves in the old mine remained 
unexploited when it closed in 1955 with 
the potential for further large resources  
of gold. The gold is found in veins, 
stockworks and ore columns above the 
major plate-boundary thrust. Previous 
data indicates gold grades in veins up to 
70 to 75 g/t. Preliminary exploration in 
2007 has confirmed high-grade gold in 
some of the mineralised structures. In 
2008, it is planned to carry out trenching 
and drilling to confirm the open-pit 
potential of parts of the Kirovskiy gold 
deposit. Other prospective areas in this 
licence area include the Yankanskiy area 
with potential for both PGM and gold/
polymetallic deposits, the Glebovskaya 
area, with indicated mineralised zones 
and the Nagiminskiy exploration block, 
containing very rich placers. Hard rock 
sources of the placer gold will be 
explored in 2008 by geophysical and 
geochemical surveys over the area.

The Group’s strategy of development through 
organic growth in a short period of time has 
brought it from a single greenfield deposit 
holder to a producer operating several mines. 
This was possible due to an advantageous 
positioning of the Group in very prospective, 
but still little-explored, gold provinces of 
Russia with long traditions of gold mining and 
a highly qualified work force. 

The exploration budget of the Group is 
comparable to those of the world’s leading 
gold producers and, as a proportion of 
revenues, one of the highest in the world. 

In 2007, the Group spent US$130m carrying 
out exploration and development works on 
more than 20 projects. This exploration work 
yielded positive results with reserves of 
categories B+C1+C2 up by c.25%. 

The exploration and development budget for 
2008 is c.US$254m (US$130m in 2007). 
Exploration projects in the Amur Region 
included not only areas surrounding existing 
operations to extend their mine life and also 
new sites, some of which were acquired only 
in 2007.

Pokrovskiy	flanks
On the flanks of the Pokrovskiy deposit, 
exploration continued in four principal areas. 
At Pokrovka-2, an intensive programme of 
drilling and trenching has finally elucidated  
the complex geological structures and  
has shown that, apart from the gold in 
fanglomerates within a zone around a 
basement ridge structure, there are a  
number of ore bodies within the basement, 
geologically and mineralogically similar to  
the main Pokrovskiy ore types. The new 
understanding of the structure in this area  
has also allowed identification of further 
exploration targets for ore zones that would 
effectively form south-eastward extensions of 
the main Pokrovskiy ore bodies along known 
fault lines.

The Bazovaya ore zone, at the eastern side 
of the original Pokrovskiy exploration 
licence area, has also been drilled and 
trenched, and consists of a shallow, sub-
horizontal ore body with the form of an 
inverted shallow dish, with an irregularly 
ridged upper surface. This ore body has 
been intersected in trenches where it 
outcrops in the middle of the area. The ore 
body is relatively low grade, but as it is 
shallow it is entirely within the oxidised 
zone and would be amenable to simple 
open-pit extraction and heap leaching.
 
On the “outer flanks”, exploration continues 
at the Velikiye Luzhki and Anatolyevskaya 
areas to the south of the Pokrovkskiy mine, 
the Proletarskaya area to the west, and 
Zheltunak to the east. 

Gold bearing mineralised zones have been 
intersected at Velikiye Luzhki in trenches 
and drill holes, but further exploration is 
needed to delineate these zones. 

At Anatolyevskaya, preliminary trench 
exploration and shallow drilling have 
intersected mineralisation and identified a 
zone of metasomatic alteration at least 640 
metres in extent, on either side of the 
contact zone between a Cretaceous 
quartz-diorite intrusion and sandstone  
host rocks. 

At Zheltunak, geochemical anomalies have 
been identified and will be followed up with 
trench and drill hole exploration. 

In the Proletarskaya area, a target identified 
in 2007 from geochemical survey data has 
now been explored and gold mineralisation 
confirmed in a north-west, south-east 
trending zone, with grades, from the few 
assays so far received, up to 2.6g/t. 
Exploration is still at an early stage and is 
actively continuing.

3,830 km2

area	covered	by	licences	belonging	to		
the	group	in	the	amur	region

A simple piece of rock can tell a lot
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taldan
This is a recently acquired licence area 115 
km to the north-west of Pokrovskiy mine. 
Within it there are two zones of particular 
interest, with known epithermal gold-silver 
mineralisation, both hosted by Cretaceous 
volcanic rocks of intermediate (andesitic) 
composition. On the eastern side is the 
Burinda deposit, consisting of a system of 
quartz veins containing gold and silver, and 
trending NNE-SSW. New exploration by the 
Group started in this zone in 2007, and drilling 
has so far substantiated the presence of the 
epithermal vein structures. A major 
programme of detailed exploration trenching 
and drilling is planned to continue during 2008 
to delineate the Burinda vein system.

The Topazovskaya zone, 10 km to the west of 
Burinda, lies immediately south of Taldan 
village which is adjacent to the Trans-Siberian 
railway. Exploration planned in 2008 includes 
trenching to test areas of significant 
geochemical anomalies.
 

other	amur	assets
Adamikha
Exploration continued on the two mineralised 
areas in this licence, Adamikha and 
Galenitovaya. The more positive indications at 
Galenitovaya, including a broad zonation of 
metasomatised (chemically altered) rocks, and 
the known presence of significant polymetallic 
mineralisation, have allowed the identification 
of an area for more detailed exploration of the 
gold potential in 2008. 

Gar II
Trenching in this area in 2007 intersected 
several zones of gold-bearing veinlet 
silicification and pyritisation, as well as 
serpentinised ultrabasic rocks, and in surface 
samples chromite has been identified and 
PGM grains found in microscopic examination 
of these samples. The relationships of the 
mineralised zones are not yet clear, and 
detailed exploration work will be continued in 
2008, using trenches and both shallow and 
deep drill holes.

Oldoiskaya
This exploration licence area straddles the 
Trans-Siberian railway and the federal highway 
to the west of Taldan. Like Solovyevskiy, it lies 
on the ancient tectonic plate boundary, the 
Mongolo-Okhotsk line. Exploration is at an 
early stage – aerogeophysical surveys have 
been flown, and geochemical surveys have 
been started, on several prospective areas, 
for both gold and PGMs. An active exploration 
programme for 2008 will include trenching 
and drilling in the most promising of these 
areas. 

Osipkan
This area lies just a few kilometres to the 
south of Tokur, in the north-east of the Amur 
Region, with very similar geology: a 
monotonous series of green schists of 
Palaeozoic age. Initial results of a geochemical 
survey completed in 2007 (not all analytical 
data yet received) indicate some significant 
mineralised zones with gold and gold-silver 
anomalies, which will require more detailed 
exploration in 2008.

Aprelskoye
This area lies 15 km west of Pioneer. 
Exploration has started with geophysical and 
geochemical surveys, followed up by 
trenching across identified anomalies. This 
has intersected a number of ore zones, and 
there are geological indications of at least two 
phases of gold mineralisation, associated with 
metasomatic alteration of acid volcanic rocks, 
and with quartz veins and stockworks. A 
small exploration camp has been established 
and trench exploration is continuing, with 
three bulldozers in use on the site. Its 
proximity to Pioneer, together with the 
similarity of mineralisation types in the two  
ore fields, means that Aprelskoye could  
well complement the Pioneer ore bodies  
in providing additional ore for the new mill.

Shaman-2
Like Solovyevskiy and Oldoiskaya, this  
area is close to the Mongolo-Okhotsk line. 
Exploration remains at an early stage – 
geophysical and geochemical surveys –  
and no results have yet been received.

amur	region

eXPloration

Geologists work is often wet

Gold samples
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new	areas
Luchinskaya, Kukurskaya and 
Utanakhskaya are new areas acquired by 
the Group in 2007. This chain of three 
exploration licence areas lies in a 
mountainous district in the far north of the 
Amur Region, close to the border with the 
Khabarovsk Region. They are prospective 
for PGMs and gold, and possibly include 
a known deposit, Colchedanny Utyos, 
which was documented long ago during 
initial geological traverses but whose 
exact location has since been lost. This 
was said to be a rich deposit containing 
not only gold but also PGMs up to 30 g/t. 

A small gold deposit to the south of  
these licences, and marked (probably 
erroneously) on the maps as Colchedanny 
Utyos, is in an acid igneous environment, 
entirely the wrong setting for a PGM 
deposit. Geophysical and geological 
evidence point to the presence of a chain 
of altered ultrabasics and chlorite schists 
through the licence areas, which makes 
them a much more likely location.

These licence areas share a common 
factor with both Gar II and Sugjar, in the 
presence of ultra basic igueous rocks, 
altered in places to serpentinites or 
chlorite schists, with significant possibility 
of identifying PGM mineralisation.

At the Group’s laboratories
Sugjar
This area lies to the north-east of the Zeya 
reservoir in the northern Amur Region. It 
includes the known Gargan deposit, and there 
are also documented occurrences of PGMs in 
placer deposits in this area. Exploration has 
started with trenching across the Gargan 
structure as well as geophysical and 
geochemical surveys. The trenching has 
intersected gold mineralisation, and palladium 
has been detected in surface samples. Active 
detailed exploration continues.

Prognostic	resources
The Russian reserves and resources 
classification system includes categories P2 
and P3 to indicate the exploration potential of 
a region or licence area. These categories do 
not correspond with any resource categories 
in JORC, 43-101, or other internationally 
recognised reporting codes. 

In previous years, the Group has reported 
resources in these categories, and for 
exploration areas such as those in the Amur 
Region, they have provided some guidelines 
on the relative potential of different areas. 

As the Group has taken a decision not to 
report P2 and P3 categories from this year, it 
is useful to include some words on the 
professional assessment of different areas by 
the Group’s geologists. Of the exploration 
licence areas discussed in this section, it is 
expected that the greatest potential is in the 
Taldan area, with the known Burinda 
epithermal gold-silver deposit as well as the 
highly prospective Topazovskaya areas to the 
west, near Taldan village. 

Also very prospective, with potential for early 
production, is the Solovyevskiy licence area 
(held by the Rudnoye joint venture), and in 
particular the known Kirovskiy vein and 
stockwork deposit. 

Also of great potential interest is the 
Galenitovaya deposit within the Adamikha 
licence. This is a known polymetallic sulphide 

deposit where gold is known to occur within 
galena (lead ore). 

For all of these areas there is existing 
geological information on the deposits from 
exploration work by predecessors.

The Group will publish new resource 
estimates when this data is confirmed by  
new exploration work.

exploration	strategy
There is a consistent exploration strategy 
being followed by the Group in its acquisition 
of a large number of exploration licences in 
the Amur Region, and exploration targets in 
the Yamalo-Nenetsky Autonomous region. 
This comes from the expertise of its 
geological team and in particular a lifetime of 
experience of its chief geologist Dr N.G. 
Vlasov. 

Both regions are hydrothermal mineralisation 
provinces where the presence of gold and 
other minerals is closely associated with the 
structures generated by ancient tectonic plate 
collisions. As is well-known in oil exploration, 
the location of this mineral wealth is intimately 
controlled by the geological structure. 

Exploration targets are selected on the basis 
of regional structures (hence the number of 
licences along the plate boundary 
represented by the Mongolo-Okhotsk line) 
and detailed exploration trenching and drilling 
is controlled by careful study and 
understanding of the local geology, obtained 
through accurate geological mapping, aided 
by geophysical and geochemical surveys. 

Added to this is an understanding of the 
mineralisation processes and geochemistry, 
which allows prioritisation of targets which 
can add something extra – such as the 
presence of PGMs or other “value-added” 
minerals (as at Sugjar or Ozernoye), or the 
potential for multiple phases or styles of 
mineralisation within the same area (as at 
Solovyevskiy, Albyn and Malomir).

6
new	exploration	licenses	
acquired	in	the	amur	region	
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Republic of Sakha

Magadan
Region

Amur
Region

Chita
Region

Buryatia
Regiopn

Moscow

Yamal Region

SalekhardNovogodnee
Monto

Yamalo-nenetsky 
Autonomous Region:
✓  total	area:	750,000	km2

✓ Population:	c.500,000
✓  Key	industries:	oil	and		

gas,	mining,	forestry,	
production	of	building	
materials	

Buryat Republic:
✓ total	area:	351,300	km2

✓ Population:	c.980,000
✓  Key	industries:	

agriculture,	timber,	
leather,	graphite,	fishing,	
hunting,	mining,	
engineering,	and	food	
processing	

other		
regions

eXPloration

Polar circle monument in Yamal

Other regions – Reserves and Resources

     Gold content  
  Ore  1/1/2008  1/1/2007 
 Category (’000t) (’000oz)  (’000oz)

Yamal

Toupugol-Khanmeishorskiy  
(other than Novogodnee Monto  
and Petropavlovskoye) P1 2,900 508  113

Ozernoye** P1 2,300 74  106

Other exploration areas P1 1,667 80  

Total  6,867 662  219

** Ozernoye also contains significant PGM and base metal grades.

The Group reports its reserves and resources according to the Russian Reserves and Resources 
classification system as it is the statutory reporting system. The Russian System is based principally on 
the technical ability to extract a mineral reserve and does not take into account the economical viability 
of extraction in the same way as internationally recognised mineral reserves classifications do. 
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chromite:	the	Zapadnaya	
licence	area
The Zapadnaya chromite deposit is an 
asset of significant value which was 
acquired by the Group as part of the 
Yamal Mining Company purchase. This 
deposit is 5 km south-west of the similar 
but larger Tsentralnoye deposit being 
worked currently by Kongor-Chrome, 
and about 60km west of Novogodnee 
Monto deposit. 

The Zapadnaya ore body is tabular and 
sub-vertical. It has been evaluated to 
maximum depth of 450 metres. 
Mineralisation is continuous, and the 
deposit is open at depth as well as 
laterally (into the mountain-side). It is 
estimated to contain 1.6m tonnes C1+C2 
reserves and 4.5m tonnes P1 resources. 

Run-of-mine grade is expected to be 
38% Cr2O3 without any low-grade 
material, and hence there is no need to 
concentrate: merely crushing to 50mm. 
However, the ore can be concentrated to 
48% if required. There are no known 
deleterious components in the 
Zapadnoye ore (i.e. no sulphur, 
phosphorus).

Zapadnoye could be mined as an open 
pit but even though steep pit slopes 
would be possible, this would mean a 
high stripping ratio. As the geometry is 
simple, and the ore body is near-vertical, 
underground mining (simple block 
caving) could be more economic.

Yamal	region
The Group’s Yamal exploration licences cover 
an area of approximately 997 km2, stretching 
200 km along the eastern side of the polar 
Urals in the Yamalo-Nenetsky Autonomous 
Region. Twelve well defined exploration 
targets have been identified within this.

To both the north and south of Novogodnee 
Monto there are a variety of prospects for 
gold, PGMs and base metals, actively being 
explored by the Group. The most prospective 
areas are as follows:

•  Toupugol-Khanmeishorskiy area
•  Yarshor-Laptayega – Malomir-style black 

slates and granitoids: gold mineralisation
•  Ozernoye/Pyatirechenskoye – Bushveld-

style layered ultrabasics, PGM and  
gold potential

•  RudnyeGorki – magnetite skarns with 
copper-gold mineralisation

•  Zapadnoye – high-quality  
chromite deposit 

Toupugol-Khanmeishorskiy area
In the Karachentseva area, immediately to the 
south of Novogodnee Monto, drilling in 2007 
(16 drillholes, total 3,300 metres) located gold-
bearing intersections, with quartz veins and 
quartz-sulphide veinlets in zones of beresite 
and skarn, and individual sample grades up to 
13.6g/t. Exploration continues.

In the north-western part of the licence area, 
shallow mapping holes, and deep inclined 
cored holes have intersected a north-south 
metasomatic mineralised zone resembling the 
Petropavlovskoye deposit, as well as gold-
bearing magnetite/sulphide lenses up to  
200 metres long and several metres thick – 
similar to the Novogodnee Monto ore. 
Detailed exploration continues in these areas 
to delineate the deposits as potential further 
sources of ore for Novogodnee Monto and 
Petropavlovskoye mill feed. Other magnetic 
anomalies in the exploration area will also be 
investigated for the presence of similar gold-
bearing magnetite skarns.

Ozernoye-Pyatirechenskoye
Drilling in 2007 has confirmed three steeply 
dipping ore bodies within a pyroxenite layered 
complex, with PGM and gold grades in the 
range 0.5 to 1.5g/t as well as associated base 
metal sulphides. Metallurgical samples are 
currently being studied at Irgiredmet. Only 
about 1 km length of this 5 km ultrabasic 
complex has so far been explored in any 
detail, and the adjacent Pyatirechenskaya 
area contains similar ultrabasics whose ore 
potential has not yet been estimated. 

Other Yamal assets
In the Rudnaya Gorka 3 area, drilling in 2007 
has intersected low grade (up to 1.6 g/t) gold-
sulphide-skarn mineralisation in two ore zones 
each about 500 metres long and 50-130 
metres thick, situated 200-250 metres apart. 
Also, a zone of gold/silver bearing 
molybdenum/copper porphyry stockwork 
mineralisation has been discovered, but will 
require further detailed exploration for 
confirmation. In 2007, the stockwork has  
been traced by trenches and drill holes north-
eastwards for 3 km at a width of 400-1000 
metres, and to a depth of 200 metres. 

In the Yarshor-Laptayega area to the north of 
Novogodnee Monto, exploration along the 
thrust zone and in the “Realgaroviy” area 
around a monzonite intrusion continues. 
There remain a number of targets still to  
be explored in detail.

buryatia
Talikit
Preliminary geophysical and geochemical 
surveys have narrowed the area of interest in 
the Talikitskaya area to the Talikit zone itself. 
Initial trenching has indicated the presence  
of mineralisation.

Unconsolidated cover makes it impractical to 
continue with exploration trenching, so in the 
programme of exploration for 2008, lines of 
shallow drill holes will be used instead to 
delineate the zones for detailed exploration.

997 km2

total	area	of	the	group’s	
licences	in	Yamal,	excluding	
Petropavlovskoye	and	
novogodnee	monto

Longitudinal section of Zapadnaya 
chromite deposit
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Joint	ventures

Rivers in the Russian Far East produce rich gold placer deposits
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in	2007,	omchak	carried	out	
gold	exploration	and	production	
in	four	regions	of	russia:	
magadan,	chita,	amur	and		
the	Sakha	republic	(Yakutia)	

gDK	berelekh:	2007	production	
is	4.5%	up	on	2006	

ooo	Uduma:	successful	
opening	up	of	a	placer	deposit		
in	the	east	of	Yakutia.	gold	
production	increased	2.7	times	
in	2007

Verkhne-aliinskiy:	completion	
of	exploration	work.	Full	
feasibility	study	to	be	done		
in	2008

odolgo	deposit:	new	processing	
plant	commissioned.	The	auction	
for	the	Solovyevskiy	exploration	
area	in	the	amur	region	was	
won	by	the	rudnoye	joint	
venture

c.69,000oz
Produced	by	omchak	joint		
venture	in	2007
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Joint Venture Gold Production (’000oz)

 2007 2006 2005 2004
Omchak joint venture gold production (’000oz)    

Nelkobazoloto – Shkolnoye Deposit 10.20 8.70 18.70 27.41

Berelekh 52.20 50.0 57.20 61.54

Noviye Tekhnologii and Zeyazoloto 3.5 3.7 3.10 –

Uduma 3.2 1.1 – –

Susumanzoloto (temporary shareholding) – 8.3 – –

Total gold production 68.9 71.8 79.00 88.95

Total Group attributable production  
((50%) in 2007) 34.5 35.85 51.40 55.40

    

Rudnoye joint venture gold production (’000oz)

Group attributable production 9.2 8.10 7.80 –

magadan	region:
	total	area:	462,000	km2

	Population:	c.168,500
	Key	industries:	mining	
(60%	of	industrial	
production),	fuel	and	
energy,	engineering		
and	metalwork

✓

✓

✓

Joint	VentUre	rePort

Joint	ventures

Magadan river alluvial operation At Omchak joint venture operations
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omchak	
The Group’s strategy of organic growth is 
pursued not only through exploration of new 
areas but also through collaboration with 
other recognised players in the Russian gold 
mining industry. This enables the Group to 
enter prospective regions where it has no 
presence and which are logistically 
challenging. Collaboration is very important 
when the Group undertakes projects where it 
does not have the appropriate engineering or 
technological expertise.

One such venture became ZAO Omchak Gold 
Mining Company, the formation of which in 
2003 allowed the Group to enter one of the 
oldest and biggest Russian gold provinces – 
the Magadan Region. This partnership also 
enriched the Group with a wealth of 
experience in alluvial and underground mining 
as this joint venture was formed with ZAO 
Susumanzoloto and OAO Shkolnoye – two 
very experienced and respected teams in 
Russian gold mining.

Attributable production to the Group from this 
joint venture varies between 30,000 to 
40,000oz of gold annually. The primary 
objective of the joint venture is to identify, 
acquire and develop promising gold deposits 
in new (for the Group) regions of Russia. The 
strong team employed by Omchak, with 
extensive experience in Russian gold mining, 
complements the Group’s expertise and 
enlarges the scope of projects the Group  
wcan consider.

Since its incorporation Omchak has acquired 
over ten new assets in four different regions of 
Russia, which it has been actively exploring 
and developing.

In 2007, Omchak carried out gold exploration 
and production in four regions of Russia: 
Magadan, Chita, Amur and the Sakha 
republic (Yakutia). 

In 2007 Omchak produced c.69,000oz of 
gold, a marginal decrease of c.4% on 2006 

levels. More than 85% of the gold was 
produced from alluvial placers and new 
alluvial deposits were brought into production 
to replace depleting assets. 

Chita Region
Omchak operates in three licence areas in the 
Chita region:
• The Verkhne-Aliinskoye gold deposit;
• The Bukhtinskaya area;
• The Kuliinskoye ore field.

The first of these, Verkhne-Aliinskoye, is a 
known gold deposit, on which exploration 
work has now been completed, with 77 cored 
drill holes and 300 metres of trenching, plus 
geotechnical drilling in 2007. Metallurgical 
studies have indicated 91.5% recovery from 
oxide ores by gravitational/flotation method, 
and expected recovery from sulphide ores  
84-86% following cyanidation of flotation 
concentrates. Estimated open-pit reserves,  
to 180 metres depth, of C1+C2 category are 
460,000oz at a high average grade of 13.4g/t. 
The programme for 2008 includes the 
submission of a pre-feasibility study for GKZ 
examination and approval, and preparation of 
a full feasibility study.

The Bukhtinskaya area is, so far, at an early 
exploration stage, with lithochemical sampling 
completed, as well as 25 km2 of surface 
geophysical surveys. Two significant 
geochemical anomaly zones have been 
identified, with quartz/gold/tourmaline 
mineralisation discovered in each. The 2008 
exploration programme includes trenching 
and core drilling to prove the mineralisation 
and provide more detailed geological data.

The Kuliinskoye ore field hosts a number of 
known deposits. A winter exploration camp 
was established in 2007 and access roads 
constructed to the exploration areas. A 
programme of test pits, trenching and drilling, 
started in 2007, will be extended in 2008 to 
evaluate the ore-bearing zones.

rudnoye
The Rudnoye joint venture was 
established in 2003 with the second 
largest gold producer in the Amur 
Region (OAO Priisk Solovyevskiy) as a 
50/50 joint venture in order to develop 
hard rock gold assets belonging to OAO 
Priisk Solovyevskiy using the Group’s 
expertise.

One of these assets, the Odolgo deposit, 
was explored by the joint venture’s team 
and prepared for production. On 30 May 
2007, OOO Odolgo commissioned the 
modular gravity processing plant, with 
intensive cyanidation of the concentrate. 
In June-July preparatory calibration work 
was carried out and from the end of July 
the mill was put into production.
 
At the Pokrovskiy RIP plant, in 2007, a 
unit for intensive cyanide processing of 
gold concentrates (as designed by 
Irgiredmet) was installed, at which  
the concentrate from the Odolgo mill  
was processed.

In 2006, OOO Odolgo won the auction 
for the Solovyevskiy exploration area in 
the Amur region. In the first half of 2007, 
a geological exploration project 
document was prepared and agreed, 
and geological exploration work at this 
site was started in August 2007.

2007
new	odolgo	plant	
commissioned	by	joint	
venture	rudnoye

The Odolgo deposit
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in-HoUSe	SerViceS

in-house	Services

chemical	laboratories
The Group’s in-house consultancies were 
formed during its 14 years of operating in 
Russia. These were difficult years for the gold 
mining industry which allowed the Group to 
employ the best specialists from leading 
scientific institutes, consultancies and 
enterprises.

The Group’s mining and exploration works 
have been supported by its excellent in-house 
services team of highly-qualified professionals. 

laboratories
The Group’s first chemical laboratory was 
constructed in 1999 at Pokrovskiy and has 
since grown into a complex comprising five 
local laboratories and one central laboratory, 
which provides methodological services to all 
laboratories. Since the Pokrovskiy laboratory 
was formed, new laboratories at Tokur, 
Blagoveschensk and Yamal have been 
commissioned.

The Group’s laboratories employ 273 people 
including 55 specialists. The laboratories are 
equipped with modern devices for sample 
preparation and analyses. The Group’s 
laboratories carry out wide-ranging analysis 
from all of the Group’s deposits to support 
exploration needs, plant production and 
monitor the ecological and environment 
conditions at the sites of the Group’s 
operations. All analytical work on samples 
from the Group’s deposits is done in the 
Group’s own laboratories. The Group’s 

laboratories are state certified and comply 
with Russian regulations. They are checked 
by independent bodies on a regular basis. 

Assay results are usually completed within 
one month of sample collection from 
geological exploration sites. 

During 2007, laboratories in the Amur Region 
analysed a total of 312,515 solid samples. The 
work included drying, crushing, splitting into 
analytical and geological duplicates, 
determination of elemental compositions, 
mineralogical analysis, determination of gold, 
silver, platinum and palladium. In total, 
337,784 samples were analysed in 2007 for 
the Pokrovskiy RIP plant (metallurgical liquors, 
sorbents, ligation agents and environmental 
samples). 

At the end of 2007 a new express branch 
laboratory at the Pioneer RIP plant was 
commissioned. In 2008, to support work on 
the Pioneer deposit, analytical capacity at the 
laboratory is expected to increase by 30% 
with the installation of additional equipment in 
the existing laboratory. 

During 2007, the laboratory at Tokur analysed 
83,940 samples from the Malomir deposit. 
From April 2007, its capacity increased from 
6,000 samples/month to 9,000. This was 
further increased to 10,000 samples/month in 
the first quarter of 2008.

The chemical laboratory in Blagoveschensk 
participated in State certification of standard 
ore samples (LITsIM, Chita and Gipronikel, St. 

Kapstroi
OOO Kapstroi is a construction company 
that was established in 2005 to meet the 
Group’s growing construction needs that 
were brought on by its expansion plans. 

Kapstroi includes a team of qualified and 
highly trained technicians and engineers 
as well as other teams of specialist 
workers. Kapstroi employees use 
modern construction technology and 
equipment, including over 250 vehicles 
and machines.

Kapstroi expanded in 2007 from 
employing around 700 members of staff 
to around 1,100 employees. This was 
largely due to the increased demand for 
construction work at Pioneer and 
Malomir, forming part of the Group’s 
expansion plans. It is likely that Kapstroi 
will expand further in 2008, to meet the 
Group’s increasing construction 
requirements. 

Practically all the Group’s construction 
work in 2007 was carried out by Kapstroi 
at Malomir, Pioneer, Odolgo and other 
Group projects at an estimated cost (net 
of VAT) of 1,039m roubles. Currently 
Kapstroi is working on construction 
projects at Malomir, Tokur and Albyn, 
among others.

The	group’s	mission,	to	deliver	value	to	its	shareholders	
through	every	step	of	a	project’s	development,	is	possible	due	
to	the	unique	structure	of	the	group.	all	works	from	initial	
surveying	of	prospective	areas	to	producing	and	selling	gold	
bullion	are	carried	out	by	a	team	of	highly	qualified	internal	
specialists,	who	use	modern	technology	to	achieve	top	
quality	results	while	keeping	costs	down.

Kapstroi workers at Pioneer
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One of the Group’s laboratories

100%
		of	the	group’s	assay	needs	
have	been	done	by	its	own	
laboratories	in	2005,	2006	
and	2007
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in-house	Services

Petersburg) and the Group’s work in this field 
has been recognised as some of the very best 
in Russia. With the opening of the new 
building in the second half of 2007, the 
laboratory’s capacity, as well as its range of 
services, has increased. From January 2008 
the new gold spectrometry department 
started operating, with throughput of 10,000 
samples/month, as well as an X-ray 
fluorescence department, and the throughput 
of samples in the mineralogical department 
has been increased. 

In June 2007 a further laboratory at the 
Solovyevskiy deposit, with capacity for 6,000 
fire assay samples a month and a multi-
element spectrographic department, was 
commissioned. 

PHm	engineering
Design and scientific research work
The Group has a team of highly qualified 
specialists for scientific studies and 
engineering design work (PHM Engineering 
and Irgiredmet). During 2007, work included 
the design of the first gold production line and 
the development of technology for processing 
primary ores at the Pioneer deposit; pilot-
scale testing of technology for processing 
ores of the Andreevskaya zone of the Pioneer 
deposit; mine planning for production of 
reserves from deeper levels of the Pokrovskiy 
pit; a feasibility study for investment in 
development of the Malomir gold deposit and 
the design for an external electricity supply 
was done. From January 2008, the 
department of PHM Engineering in 
Blagoveschensk started operating, in order to 
speed up project work on Pioneer and 
Malomir.

Pilot plant in Blagoveschensk
In order to provide for mineral processing 
studies, during 2007 the design of a pilot plant 
in Blagoveschensk was completed and 
construction began. Commissioning of the 
plant is currently planned for August 2008. 
The designed throughput of the plant is 

500kg/hour of ore. It is expected to test a 
range of options including three-stage 
crushing of ore to -10mm, photometric, X-ray, 
electrostatic and magnetic separation, SAG 
and ball mill grinding, classification with spiral 
classifiers and hydrocyclones, percolation, 
pulp thickening and filtering, neutralisation of 
toxic pulps and solutions, drying of 
concentrates; sorptive cyanidation; flotation; 
autoclave oxidised leaching; mechanical 
activation of gold concentrates; and 
gravitational concentration in centrifugal  
and spiral separators.

Experimental unit for X-ray 
Radiometric Separation (XRS) at Tokur
As part of a continuing search for new 
technologies to reduce the cost of ore 
processing, experimental laboratory work was 
carried out in 2006-2007 on X-ray radiometric 
separation of coarse-crushed ores from Tokur 
and Malomir.

The results achieved demonstrated that this 
method allows a halving of the volume of input 
ore with extraction of about 85% of the gold 
into the enriched fraction, i.e. this “pre-
processing” stage yields an effective 70% 
increase in gold grade. This work was done in 
batches of 3-5 tonnes and the results were 
confirmed on different ore types from the 
Tokur deposit. A modular pilot-scale XRS unit 
with 10 tonnes/hour ore throughput capacity 
is expected to be built and put into operation 
near Tokur village in 2008. This unit is 
designed to include crushing, sieve 
separation, a conveyor system, and X-ray 
radiometric separators. 

Research laboratory for autoclave 
oxidation of gold ores and 
concentrates in St. Petersburg
In order to process refractory gold ore (such 
as primary ore from Pioneer and ore from 
Malomir) in the coming years, work was done 
in the second half of 2007 to establish a 
specialised research laboratory for autoclave 
oxidation. It is scheduled to start operations in 
the second half of 2008.

nPgF	regis
In 2007, specialist geologists at Regis 
prepared materials for submission to 
GKZ of reserves estimates on our 
deposits, concentrating at the Pioneer 
and Malomir deposits. In terms of the 
geological exploration work, particular 
attention was paid to the modernisation 
and the development of Micromine 
computer models of deposits. Almost all 
the exploration areas are equipped with 
modern computers and satellite 
communications, making it possible to 
receive assay data very quickly and input 
primary data directly into Micromine on 
site. This allows for greater effectiveness 
of the geological work.

grK	Dalgeologiya
Within the framework of continuing work 
to reduce costs and modernise project 
management, the Group has set up 
another geological exploration company 
– OOO GRK Dalgeologiya. One of the 
main purposes for this company is to 
replace an external contractor, FGUP 
Dalgeofizika, which has been working on 
our sites, in order to reduce the 
geological exploration costs. 

in-HoUSe	SerViceS

Control room at Pokrovskiy plant
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Fire assaying at Pokrovskiy

299
geologists	employed	by	the		
group	in	2007
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aPPenDiX

appendix
Use	of	Financial	measures	not	
recognised	under	iFrS
In this report the Group presents financial 
items such as “cash operating cost”, “total 
cash cost” and “total production cost” that 
have been determined using industry 
standards as per the Gold Institute and are 
not measures under IFRS. An investor should 
not consider these items in isolation or as 
alternatives to any measure of financial 
performance presented in accordance with 
IFRS either in this document or in any 
document incorporated by reference herein.

While the Gold Institute has provided 
definitions for the calculation of “cash 
operating cost”, “total cash cost” and “total 
production cost”, the definitions of certain 
non-IFRS financial measures included herein 
may vary significantly from those of other gold 
mining companies, and by themselves do not 
necessarily provide a basis for comparison 
with other gold mining companies. However, 
the Group believes that total cash cost and 
total production cost in total by mine and per 
ounce by mine are useful indicators to 
investors and management of a mine’s 
performance because they provide a very 
useful indication of a mine’s profitability, 
efficiency and cash flows. They also show the 
trend in costs as the mine matures over time 
and on a consistent basis. These costs can 
also be used as a benchmark of performance 
to allow for comparison against other mines of 
other gold mining companies.

ebitDa
Underlying EBITDA is Underlying EBIT before 
depreciation, impairments and amortisation. 

ebit
Underlying EBIT is earnings before finance 
income, finance expense and taxation.

gold	equivalent	exchangeable	
bonds	and	their	economic	
implications
On 19 October 2007 the Group raised 
US$180m by issuing 5 year bonds (the 
“Bonds”) that are exchangeable into the cash 
equivalent of in aggregate 180,000 Troy 
ounces at anytime from October 2009.

Details of the issue of the Bonds are 
contained in the press release dated 17 
October 2007 and the Fiscal Agency 
Agreement dated 19 October 2007. The 
Bonds were issued at par by the Company’s 
wholly-owned subsidiary Peter Hambro Group 
Finance Limited (“PHM Finance”) and are 
guaranteed by the Company. Gross proceeds 
of the Bonds’ issue were US$180m. The 
Bonds carry a coupon of 7% per annum 
payable semi-annually in arrears and are 
exchangeable at the option of the holders (the 
“Written Option”) into the cash equivalent at 
the time of the exchange of (in aggregate) up 
to 180,000 Troy ounces of gold at any time 
from the second anniversary of the settlement 
of the Bonds up until 20 days prior to the 
maturity of the Bonds.

PHM Finance has the option to call the Bonds 
(the “Cap”) at par plus accrued interest after 
the fourth anniversary of the settlement 
provided that the London afternoon gold price 
fixing reaches a level of US$1,500 per Troy 
ounce, with holders retaining the right to 
convert within the call period up to the 
fifteenth day before the date fixed by the call 
for redemption. If not exchanged or previously 
redeemed the Bonds will be redeemed at par 
on 19 October 2012.

The inclusion of the Written Option and the 
Cap in the Bond’s structure will save the 
Group approximately c.US$41m in real cash 
interest costs over the 5 year life of the Bonds, 
based on an annual cash coupon saving  
of 4.5%.

If the Written Option is exercised, selling the 
underlying 180,000oz of gold at US$1,000/oz, 
rather than at the US$700/oz price prevailing 
at the time of the issue, would add 
approximately US$54m real cash to the 
Group’s sales proceeds. In the event that the 
gold price remains above US$1,000/oz when 
any Bonds are redeemed the Group will 
forego an opportunity cost of US$180,000 for 
every US$1.00 of price increase over 
US$1,000 per Troy ounce as a result of 
including the implied derivatives in the Bonds. 
However it will gain a similar amount in 2008 
and twice as much in 2009 as production 
increases.

This method of funding has been 
extraordinarily favourable to the Group, 
enabling it to raise money without issuing 
equity and to do so during the so called 
“credit crunch” when the market for 
conventional funding has almost completely 
dried up.

iFrS	accounting	treatment	of		
the	embedded	Derivatives
Under IFRS accounting standards, there are 
two embedded derivatives within the Bonds: 
the Written Option to the bondholders and the 
Cap which is held by the Group. Details of 
both embedded derivatives are provided 
above and in note 25 to the Financial 
Statements.

The embedded derivatives are part of the 
same contract and can legally be, and will be, 
settled net as part of the same contract. The 
embedded derivatives were recognised at fair 
value at the time of issue of the Bonds, the 
Group recognising a non-current liability of c.
US$19m. Any change to the fair value of the 
embedded derivatives is recognised as part of 
operating profit or loss within the income 
statement. 
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GROUP PROFILE

Cost breakdown at Pokrovskiy

Gold Institute Standards (“GIS”) costs at Pokrovskiy

At Pokrovskiy, GIS total production costs in 2007 increased by just 9% to US$258/oz. The total cash costs in the gold mining industry rose by 23% from US$305/oz average 
in 2006 to US$376/oz average in 2007.

GROUP PROFILE

  Ore   
  (‘000t) (‘000oz) (‘000oz) 
Group Summary  2007  2007 2006

B+C1   44,303 2,193 1,826

C2    157,529 8,402 6,654

Total Reserves   201,832	 10,595	 8,480

P1   115,190 9,238 8,697

Total Reserves and Resources  317,022	 19,833	 17,177

Reserves and resources summary 2007
The table below is a summary of the Group’s estimates of reserves and resources as at 1 January 2008. The basis of 
reporting of reserves and resources is described in the Appendix on page 45 of this Annual Report. 

From this year, the Group is no longer reporting Russian category P2 and P3 resource estimates though they 
provide guidelines on the relative potential of different areas. This is because there is no equivalent to these 
categories in the generally accepted international reporting codes. There are occasional references within  
the text to estimates in these categories, but such estimates are not to be considered as a part of the Group’s  
reserves and resources statements.

Peter Hambro Mining plc is a gold mining producer and explorer incorporated in the UK whose Ordinary shares 
were admitted to trading on the AIM Market of the London Stock Exchange in 2002. Peter Hambro Mining plc 
also has an American Depositary Receipt programme with the Bank of New York. The Group has offices in 
London, Moscow and Blagoveschensk (Amur Region, Russian Far East).

The Group is the second largest gold producer in Russia with exploration and production assets in a number of 
regions across the Russian Federation. The core assets of the Group are located in the Amur Region and, through an 
operating joint venture, in the Magadan Region.

The Group’s strategy is to enhance shareholder value through the full development cycle of projects from greenfield 
site to profitable production. The Group expects that its total attributable gold production will exceed 1m oz in 2011. 

Production

n	Omchak joint venture – Amur assets  n Omchak joint venture – Magadan assets  
n	Rudnoye joint venture  n	Amur north-east assets  n	Pokrovskiy and Pioneer

2003 2004 2005 2006 2007 2008 Forecast
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At 31 December 2007, the increase in the gold 
price and the gold price volatility resulted in 
the recognition of a negative fair value 
adjustment of c.US$12m in operating profit, 
and the recognition of a non-current liability of 
c.US$31m.
 
It should be noted that the fair value change 
recognised in operating profit is an accounting 
item which does not currently affect the cash 
flows of the Group. The Group is required to 
recognise the fair value of the Options in the 
Group’s accounts, and restate that value at 
each balance sheet date, but the Group is not 
subject to margin calls nor is it currently 
required to make any cash payments.

the Basis of reporting of  
reserves and resouces
The Group reports its reserves and resources 
according to the Russian Reserves and 
Resources classification system which was 
approved by the State Committee on 
Reserves (“GKZ”) in 1965 (as amended in 
1981 and 2008) since this is its functional 
reporting system (“The Russian System”). The 
Russian System is based principally on the 
degree of geological knowledge and the 
technical ability to extract a mineral reserve. 
Although economic considerations form a 
part of the justification for A, B, C1, and C2 
category reserves, the system does not take 
into account the economic viability of 
extraction in the same way as JORC, 43-101 
or other internationally recognised mineral 
reserves classification codes. Licence holders 
must register A, B, C1, and C2 category 
reserves with GKZ to be able to extract them 
(depending upon the structural complexity 
class of the deposit. Gold deposits are usually 
in complexity class 3 or 4 which require 
categories C1 and/or C2 only; categories A 
and B are rarely if ever recorded for such 

deposits). Part of the Group’s C1 and C2 
reserves are unregistered. Failure to register 
does not per se impose any sanctions on any 
Group company. Once registered, reserves 
are included in the Russian national mineral 
inventory, the State Balance. If marginal or 
only potentially economic, or currently 
unviable for technical reasons, they may 
alternatively be recorded as ‘out of balance’ 
reserves. It should be noted that of the P 
Category resources, P1 is supported by 
drilling whereas this is not necessarily the 
case for P2 and P3, which are based on 
management estimates.

The resources and reserves estimates have 
been reviewed by Dr. Stephen Henley, who is 
an independent geological advisor to the 
Board of Directors of Peter Hambro Mining 
Plc. Dr. Henley is qualified to act in the 
capacity of a Competent Person for the 
purposes of this Annual Report.
 
Dr. Stephen Henley holds a PhD in Geology 
(University of Nottingham, 1970). He is a 
Fellow of the Geological Society, a Fellow of 
the Institution of Materials, Minerals and 
Mining, and a Chartered Engineer. He is also a 
Charter Member of the International 
Association for Mathematical Geology. He has 
been employed in exploration, mining, 
academic, and geological consultancy posts 
since 1970 and has participated in Competent 
Person studies on a variety of different 
minerals and types of deposit, including gold, 
polymetallic, and chromite projects.
 

Dr. Henley is currently chairman of PERC  
(the Pan-European Reserves and Resources 
Reporting Committee, European equivalent 
of the Australasian JORC), and convenor and 
secretary of a CRIRSCO working group on 
harmonisation of Russian and international 
reserve reporting systems.

Dr. Henley owns no direct or, to the best  
of his knowledge, indirect interests in the 
Ordinary shares or securities of the 
Company or of any of its associated or 
subsidiary companies and does not expect 
to receive direct or indirect interest in any of 
the Company’s projects or in the Ordinary 
shares and securities of the Company.
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Peter Hambro Mining plc is one of the leading  
gold producers in Russia with producing, 
development and exploration assets in a number of 
regions of the Russian Federation. The Group’s 
objective is to create value for all its shareholders 
through exploration, development, acquisition of, 
and production from, gold properties in Russia.
The Group has 14 years of successful experience 
operating in the country, excellent local knowledge 
and understanding, strong British/Russian 
management and a dedicated workforce of  
local mining professionals. It is therefore well 
positioned to meet its ambitious targets and  
sustain an aggressive growth profile, continuing  
the success of many years of operations. 
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