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e E1 — Extraction and sale has been confirmed to be
economically viable

e E2 — Extraction and sale is expected to become
economically viable in the foreseeable future

e E3 — Extraction and sale is not expected to
become economically viable in the foreseeable
future or evaluation is at too early a stage to
determine economic viability



The phrase “economically viable” encompasses
economic (in the narrow sense) plus other relevant
“market conditions”, and includes consideration of
prices, costs, legal/fiscal framework, environmental,
social and all other non-technical factors that could

directly impact the viability of a development
project.



e UNFC - 2009 is designed to take account of the
importance of environmental and social issues in
the context of resource extraction.

e |n classifying estimated quantities.......the E-axis
categories are explicitly defined to include both
environmental and social issues that may be
relevant to the commercial viability of such a
venture........



e |n particular, .....all known environmental or social
impediments or barriers to the project during its
entire life cycle is recognized as an integral part of
the project assessment

e The presence of environmental or social
impediments can prevent a project from
proceeding or it can lead to the suspension or
termination of activities in an existing operation



The Energy & Natural Resources Trilemma

AFFORDABLE
Capital constraints: ENERGY / COST
*Impacts of recession & credit crunch
*Competition for capital Consumer impact:
*Availability of bank debt q *Demand patterns

*Efficiency drivers

Pressure on supply:
*End of easy oil
*Depletion of existing reserves

*Ageing infrastructure
*Demand growth predicted

Increasing environmental

Control of supply:

h *Changing trade patterns
*Resource nationalism
*The rise and rise of the NOCs

Access to resources:

regulation: )

*Low carbon agenda 'ChaIIeng!ng new
corporate compliance and geographles_

CSR *New technical challenges

*New unconventional

*Heightened operating
requirements

energy sources

1) 1)

CLIMATE CHANGE / Environmental Technology: Emerging and future: ENERGY SECURITY
protection: *Unconventionals: GTL, CBM,
ENVIRONMENTAL *Social licence to operate: CCs OF SUPPLY

IMPACT Carbon, water etc.







Resource nationalism spreads across the globe 2008 - 12 M=
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@ Beneficiation @ Government ownership z Taxes/royalties 2008 2009 2010 2011 -
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Source: Ernst & Young (EY)



* Focus on relationships with all stakeholders

* Never too early to start

* NGOs are tapping into community concerns over issues
» Stakeholders increasingly sophisticated

* Pro-activity with planning so prepared to deal with new
issues

* How can mining companies better communicate how they
add value?

“Social concerns about impacts are beginning to lead to increased regulation”

Top 20 mining company



Social licence to operate — implications KAZAKHMYS

Negative impact on
share price

Loss of community support and
a social licence to operate

Failure to respond rapidly leads to
reputational loss

| Increasing costs to meet
stakeholder and legislative
requirements

Loss of mining tenements Delays or inability to proceed
with projects

Source: Ernst & Young (EY)



* |Increasing demands from stakeholders

* Alag between reducing profits and increasing
expectations

 Demands for more than just financial benefits
* Proactive long-term view
* Clear communication

“Earth provides enough to satisfy every man’s needs, but not every man’s greed” Mahatma Gandhi

More effort is being expended in sharing the benefits rather than growing the benefits.



Economic contribution of top 5 mining companies
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Source: EY analysis based on 2012 sustainability reports of top 5 diversified miners

Source: Ernst & Young (EY)



Implications of not sharing the benefits KAZAKHMYS

| Reduced appeal of mining
stocks due to low yield

New costs associated with
community schemes and social
practices

| SLTO more complex and
expensive

Assumption of greater risk
for reduced returns

Interruptions and delays to | Increased reporting
projects requirements

Source: Ernst & Young (EY)




Communities perceive themselves as the most affected |ot  xazaxumys

Communities have two
expectations from miners:
Mining activity will

have minimal
disruption or negative
impact on them

They will benefit both
economically and
socially

Attitudes changing rapidly,
subjective perception

Speed in responding to
issues is critical

Source: Ernst & Young (EY)




Greater compliance and regulatory burden

Cross border complexity in operations

Varying reserves/financial reporting standards

Corporate governance structure

The expectations of minority shareholders

Health & safety, corporate social responsibility

Need for greater transparency (especially if capital raising)

Opposition from special interest groups

These trends are likely to continue.......



Pressure only increasing KAZAKHMYS

e |mpacts assessment of new projects, but

e |mpacts existing projects, and

e Regular review is necessary to see if conditions have changed




e Was the mention of Environmental and Social Considerations an
afterthought?

e Should the UNFC - 2009 be more specific?

e Does it need an additional sub-category?

e More guidance?
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