NI 43101
TECHNICAL REPOF

OVOOT TOLGOI
COAL MINE
SOUTHGOBI
PROVINCE
MONGOLIA

Effective Date: December 31, 2023

PREPARED BY

Jaydee Ammugauan (MAIG
TaoXu(P.Eng.)
Larry Li (P.Eng.)

PREPAREDFOR:
SouthGobi Resources Ltd.

QBAW




OBAW

TABLE OF CONTENTS

NATDOCS\79202089\V-12

1. EXECUTI VE SUMMARY 1
R R 1\ = @ o 2 U I o o 2 N PR 1
1. 2PROPERDESCRI PT I QIO CAND.ONuutiieeiiiiiiiieeeeeiimnnssieneeeeeesssssnneesessannes 1
1. 3CGEOLOGI BRALTI NG MINMERAL |l ZATL.ONeotiiiiiieeececee e eiiieeeee e 1
L . 4 DE P O ST YIP B S ittt iiiiiiieiit ettt e et e et e ettt s emeee e e et et e e e e e era e e et e eeen 2
1 . 5 COALQUA L I Tttt ettt e e e ettt e e e e e e e et ammme e e e e e e e eba e e e e e eessmmmeennnes 3
1. 6 RESOUREET | MALE iiiiiiiiiiieeiiiiiiieniieieeeeeasitieeeeeeesssmnesssseaeeeeeesasnsnneeeeesans 6
1. 7 RESEREET I MAT Eiiiiiiiiiiiiii e sceeeiet et et e e s smme e e et ee e e e e e nneneeannn 10
R & I |V I N N I PRSPPI 11
1 . O COAIPROCE S SN Giiiiiuiiiiiiiiiiui i eeeeeeetti s e e e aeeabn et e e e e eeeasa s e eeeeessamnns 13
1. 1 BCONOMARALY S.liSuiiiiiiiiiiiieeeiiiieeeiieeeeeesaassaseteeessssmmnssssssseeeeesssnsssneeeeens 13
1. 1 RECOMMENDAT L ON S i iiiiiitiiieeeeeameeessittrereeesasssssessnenseeeeasssssneeaeessanssnes 14

2.l NTRODUCTI ON 17
2 . GENERBACKGROUANDSC OPBOFWORK...ccuutiiiiiieiiiiiii e eeieeeeeeeeaiin e e eeenans 17
2  SDURCEBINF ORMAT LN uiiiiiiiiiieeeeeeimmmeeeeiti s e e aeeestaseeeesannneeeeessnnaeeeeessnnns 18
2 QRALI FPEERDSONS QOMEP ET EN.CE . iiiiiiiiiiiieeeeiienmiiireeeeeessnnnsneeaeessmmneaens 20
2 DA S CL AT IMER ittt e et e et n oot e et e et et e nnne e e e 21

3. RELI ANCE ON OTHER EXPERTS 23

4. PROPERTY DESCRIPTI ON AND LOCATI ON 24
R I > o I I S PSP 24
@ VANl = = = PP PR 26
4 EBVI RONMENMTABI| LANDPE RMI T T.L.NGuiiiiiiiiiieeeceeireme e 29
4 S RF A BRE GH TS ittt erene et e e e e e e aneeeeaeenne 30
VLN I = = (I e I PP PP 31
4 ROYALTI ESENACNDIB RA N.CE Siiiiitiieiiiiiiiiiiaaeaseeeeeeetnnsaeeeeeesnnmmmsennaaeaeeenes 31

4.6.1 ROYAIY ...ttt ettt e e mnne s 31
4.6.2 PrOPEITY TaX....iiiiiiiiiiiiiiiiiiiiiimmme ettt emen e e e e e e e e e e e enas 31
4.6.3 MINING LICENSE FBE.......uiiiiiiiiiiiiiieiiieeeiit ettt 31
4.6.4 Value Added TaX (VAT) ... e 32
4.6.5 Air POIULION FEE.....coieieeeee s errea e e e e e e e 32



OBAW

A.B.6 LaNd F . ..o s 32

L T A L o0 1 0 (=T 1= 32
4 COMME NT SBI T DNt e et ee e e e e e e e eenn 32
5. ACCESSI BI LI TY, CLI MATE, LOCAL RESOURC
PHYSI OGRAPHY 33
LI I N ol Y @ X N P 33
B .C2 1 MATAE DPH Y ST O G R A P H.Y ittt ittt eee et et e e e e re e e e e reneenns 33
5 ABCESSI Bl LUNFRABDDRU CIlU R E ittt eeee e eaeaeeeaeeaeemeaeenees 34
B OO MME N T SEI T BNttt eaes 35
6. HH STORY 37
7. GEOLOGI CAL SETTI NG AND MI NERALI ZATI ON
A = Sl R 0] €1z Ko N o e AP 41
7T . COAEBEARI BEQUE N G E.Suiitiiiuiitniiieiiietereeeasesnsststtasensssnsssamsessnsssasensessesnrees 4 4
T . SBRUGCT URSEIOL O G.Y ot iutiutiutenieneen sttt mameesensensen st e een e sem—nee e 50

731 SUNIISE Pl e e e 50

7.3.2 SUNSEE Pl e e 52

7.3.3 B FIield PrOSPECL.......cceeieeiieiiiii e e e e e e 54

7.3.4 C Field PrOoSPECL.....ccoiieeeeeee e e e e 55
T D A IO A M S ettt 56
A C- Y- (O 16 17Ny I Es 1 PRSP 59
8. DEPOSI T TYPES 61
S 1= o N T O K€ 2 = =TT 61
SR I = @ WY 2 2 =TT 69
9. EXPLORATI ON 71
(S TN I = 0 Y 5 N U N ot i o 1 RO 71
O .SBRVI CEBNT RA CT O R S ittt ettt aee e aeeeeemeaensenanseasnseasnsnnnd D
(S I o N RO N I V- N =2 =T I N TP 76
LS I - 3 ol N o I N PR 7 6
(S IS~ = R O T o (O Y N ) = = TR 77
O B OP HY SIS RN E Y. Sttt emee et eaeeeeaeneeaesemameaeesensnsensnsensnnenenneand T
O L CBORDI NAT E B A B M. ettt eee et e et e e e e ea s e aaam e e e serenearenaerenees 7 8

NATDOCS\79202089\V-12

ES,



OBAW

S I . 2T U I T TSP 48
10DRI LLI NG 80
O (N o = 0 o U o 1 o N TP 80
1 O DIZAMONIR I L L LN Guereeeiiuiueeeeeesssimnmssssteeeesessssssseessesammnessssssssessssssnsssseessmnnses 82
1 O CABRIRI LLIPROCEDURES cctttieeeeiiiiiiiiareeeeeesaasstreeeeessssssinnmsssseeseesssnssens 83
1 O COM L AU RV E XS ittt ittt eeeee s e e e et eett e e e e et eba s smaea e e e e e eeeba e e e e e eebanamsan s 8 3
1 O DEOWNH OLSH RV E Y.iSuiiiiiiiuiaaeeeettuuaaaassa s e eeeestaa s aeaaeesssmmmsssa s eeeeeessansaaeeeessnmnns 8 3
1 O CAORERE COV ERYuiiiiiiiiiiiiiiieeaaiimeeissteeetaessasssteseeeeessmmnesssssssseseessssssssseessnsasesesend 8 4
O =7 NS s AR PPPPRRP 84
O W0 < 3 c I N PSPPI 85
1 O RG/OCHEDRIT L L LuNuGuuieiiiiiiiiieeeiiiinimmmeeeseeeeeeeesssssnnnnnn s smmmeesessssssnnnnsaeeseeeessnnnses 8 6
10 .CORQMENT SER T DMuiiiiiiiiiiiiiiiiiiee e immessiieee e e e e st e e e emmmee e e s snnnreeeaeeeanes 8 6
11 SAMPLE PREPARATI ON, ANALYSES AND SEGURITY
N N = e B o U o o 3 N USSP 87
11 SAMPL I IROERCORESA MP L E.Siuuuiiiiiiiiiiieeeeeetimmmeetiiaeeeeeestis s e eeeesimmmeesnsaaeeaeeened 87
11 SABIP L | IRORR CSA MP L Bttt et ireee ettt sttt eamene e e e entan e e e eeeees 88
11 COMMENT SER T DRt ciiieeeiiere et ienes e e e e e e e nnnrneees 89
12DATA VERI FI CATI ON 90
1 2 DAIT ACOL L E C TIPRODNT O C O.LuSuuiiiiiiiiiiieeeeeeiimmmeenia e e e e eeetis e e e e e esbmmmeeennnaeeaeeenes 90
1 2 DA2T ABABIENA GE MEN T ittt eeeiemmeeeeetin e e e e eeta e e e s emeeeaeeeesa e e e aeeesnnnnns 91
1 2 DABTABAYERI] Fl CATLuONiiiiiiiiiieiiiiiimmieeita e e e e ettt e e e e eernmeeeetaa e e e e eeeanan s 92
12 COMMENT SBR T DI eme e e 93
13MI NERAL PROCESSI NG AND METALLURGI CAQ4TESTI
(I (N o = 0 o U Y o 1 o N TP 94
I 0 2/ (@ U 1N IR [ PN PSP 95
R B SN Y I O N PP 102
R I =77 < O B N PSR P PP P PR PPPPP 103
14MI NERAL RESBYSRCHATES 106
R (N o = 0 o U o 1 o TP 106
1 4 REZSOURBEF I NI TuliONSuuiiiiiiiiiiiii i e e e eeeetis e e e e eeetnsmmmssn s e s seessnnaeeaaenes 106
1 4 REBS OURMEB D E Lutuuiiiiiiiiiiiie ettt mmme et e e e e et eean e e e e e e ennn s 108
1 4 REAS OURETET | MA T.LiOMNuuuiiiiiiiiiiie e eeeee et e e e et s emmm e e e e eeen e e e e eennnanns 109

NATDOCS\79202089\V-12



OBAW

1 4 DISS CUS SuleiOMN ittt ieemt ettt e et amee e e et e et e e e e e e e e e anmmen e e eenn s 114
14 FA&ETORBATMAYAFFECDAIRESOUREET I MAT.Eeovviiiiiiiiiiieieeeeeeeee e 115
1 4 COMMENODNSE CT I DMt et et ssrer e e e nnaaeeeaeaan 116
15MI NERAL RESERVE ESTI MATES 117
1 5 INTRODUCT TLQN iiiiiiiiieeeeeiieeesitieeee e e s s sinteee e e e s smmneassnsbaeeeaeessnnssseeesanameeeeaanns 117
1 5 REZS ERIEF I NI TiON S ittt e e e ettt e e e e eemmmeeees e e e eeentaaaeaeenns 117
1 5ES3r1 MATIPRONCEDURE SPARMDME T E.R.S..iiiiiiiiieeieeeiiimmmeini e e eeeeenn e 118
1 5 REASEREET I MAT LN iiiiiiiiiieeeesiieemiiieieeeeesasnttseeeeessmmneessssseeeeeesssnnssseeeens 119
1 5 DIBS CUS SuleiOMNuuuiiiiiiiieeeiiiieeeiiieeee e e e e ssiaeeeeeesssmmnssssssseeeeeesassssseeessanmeeeesenssnnes 121
15 F6CTORBAMAYAFFECDAIRESEREET I MAT.Eoiiiiiiiiiiiieeeeeiicei e 122
15 COMMENODNSECT I DMttt 123
16 MI NI NG METHODS 124
I N = o o U N o I N PP PORRRPRPRR 124
16P20PTI MI ZAMI ORE S| GN LANED U Toooviviiiiieeeeiiiiieee e e smme e eiiieee e e e 127
1 6 CABAIPR O CE S SL.N.Guuiiiiiiiiiieiiiiiiiteii e e ettt e et e sinmme et e e e e e e etaa e e e e eeannneas 132
1 6 IMIANBL A NN T UNGuuiiiiiiiiiiee e eeetimmmieeta e e e e eett s e e e e e tnnmeeeets e e e e aeesba e eeeannneaaeaes 135
1 6 GEBOTECHNIASAIE S SMENT . ciiiittiiieeeeeiiienminttieeeeesssssneeessessmmmesssssssseseeeesns 136
1 6 HODROGE OL OGASCSAELS S ME.N.Tuuuuiiiiiiiiiieeeeeieemeeeeetiis e e eeeennn e e s emeeeeeaeennes 138
16 PRODUCTI ONVASIDEC HE D UL L.N.Guuiiiieeiiieeeeeeeiimmmeeetis e e e e e eenenaas 139
1 6 WBSTBUMP ASDHE D UL E ittt e e 142
1 6 IMION T IRIGE E.ieiiuieeeeiietie e e et emmme e e ettt e e ettt e e e e s emeeeeeeeetb e e e e e ensnn e e e e amnneeeeennes 1414
17RECOVERY METHODS 146
1 7 INTRODU C Tl QN ittt ettt ettt s e e e e e e e e e e e e e e s e 146
1 7 CAAIPR O CE S SL.N.Guiiiiiiiiiieiiiiiiiiei e e e e ettt e e e e e e etmmme e et e e e e e eetan e e e e eeennneas 146
17.2.1 SCrEENING.....ceevierieueuiiee e s ceeeeeettt e e e e e e e e e e e e e amemiaa s e e e seeeeaaeaaeeereeesrnnns 146
A Yo | 1 o SOOI 147
17.2.3 PrOCESSING. ... i iiiiiiiiee et e e e et e e e e e e mmmr et e e e e e e et e e e e eernns 148
17.2.4 Quality CONLIOL......cooviiiieeee e e 148
17.2.5 Yield EStMALION.........uiiiiiiiiii e 150
1 7 FINT SHIDB IPRODU C.ToS i iiiiiiiiieeiieiiiie e eeeeiseeeeeeetnisaeeeeestanssmessn s e e e eeessnnnaeeeas 154
18PROJECT | NFRASTRUCTURES 155

NATDOCS\79202089\V-12



OBAW

19 MARKET STUDI ES AND CONTRACTS 156
1 O GEINE RAN E RV I EE M iiiiiuiiiaiiiiiiie e aeees e e eeeeeti e e e e e eeast s emees s e e aeeesnnn e eeeeesnnn s aan 156
1 O ME2T H OD OL O.G.Yetttiuuuaaaeeittuamaati s e e e eeettaa s e e e eeesasammmssa e e e e eeesan e eeeeessmmmesnnnaes 156
1 O PRI CHD R E C A S Tuiiiiiiiiiiiiiteeeeiiiemmssteteeeeassstaaeeeeessammnssasssseeeeeeeaassssneeessanmeeeens 157
S I Ot N N o = OSSPSR 158

20ENVI RONMENTAL STUDIES, PERMITTI NG AND SOCI

| MPACT 159
2 0O ENIVI RONME BT D I E Siiutiiiiiiiiiiiia e e eieeee e e eette e et eeat e e e emeee e e e eeeana e eaeeenes 159
2 0 WRT ERE R MLttt eeeee ettt ettt eeeeee e e e ettt s e e e e e etta e e aeaneaeeeeeen 160
2 0EN3/1 RONME PR E CT PLOAN.....ciiiiiiiiiieeeeesiiiieenteeee e e e e essntreeeeeesssmnesseees 160
20 WASTE ANDLI NMANAGE MENT . iiiiiiiiiiiieeeesimnminireeeeesssnsnnneeaeessmmneaans 162
20 CLOSURBNSTI DERATL.QONS ittt e ettt s e e 162
2 0 COVMMUNI INY OLVEMENT ittt eieiiti i e e eeatis e e e e eesbimmmss e e e e e eeenanes 163
2 Oy B Y T e T N RS 164
2 0 CBBUMENT SBER T DMuiiiiiiiiiiiiiieieeeeeeeeiiiee e e e e esiieeee e e e e s smmnssssneeeeeeesennenes 164

21 CAPI TAL AND OPERATI NG COSTS 165
P R O | B /Y@ R ST 165
2 1 OPZE RATICE G T.Suuiiiituuieeeiiititia e e aeees e e e e ettt s e e e e eetta s smaeas s e e e e eetbaa e e e e eesesnamnnns 166
2 1 DIBS CUS SuliiOMNuuiiiiiiiiie et eeime ettt e ettt e e e aeeea e e e e ee e e e e e e e e e e amaee e e e e e eneaans 167

22ECONOMI C ANALYSI S 168
2 2 INT RODUC TNt eeeee ettt eeee e e e e e et e e e e e e e et e e emaeaeeeeeeen 168
p A {4y A = N LU U 169
2 2DI3SCOUNCEDHF L BRVOJI E CT.LoQMuuiiiiiiiiiiiieeeeeeeee ettt e eeee e 169

23ADJACENT PROPERTI ES 171

240THER RELEVANT DATA AND I NFORMATI ON173

251 NTERPRETATI ON AND CONCLUSI ONS 1714

26 RECOMMENDATI ONS 175
2 6 EXIP L OR AT LNttt ettt e e ettt e e e e e e et e e e e e e e s mmmeeeenan s 175
2 6 REZSOURMEBDEL L LN G ittt eiimme ettt e e e e mme e e e e e e eeaa e 175
2 6 GEBOTECHNIERBL NEE RLN Guuitiiiiieiiiiiiiaeeaiaa e e e eeeiinneeeeeeesnnssseeseeenennns 175
2 6 HYAD R O G E OL QG Y iiiiiiiiiieeeiiiitmmmtetaa e e e e eettta e e e e eeesmmmeess s e e eeeessnneeeeeessnnmeesnes 176
A 1Y Nl I N PSSP PPPTR 176
2 6 CAOA PR O CE S S L.NiGuiiiiiiiieiiiiii e aeeeia e e e ettt e e e ee et sems e e e e e eeen e e e e e eernnmmmees 177

NATDOCS\79202089\V-12



OBAW

27REFERENCES 180
28APPENDI X 185
APPENDATXGL OSSARY DERD NI T.l..ON.toouiiiiiiiieiiemceie et e een e e eneeeeeens 185
APPENDBIXCERTI F| ORQUEAL | FIPERIS ON.cciiiiiiiiieiiiiiiii et 1914
APPENDOIXDETAI LGOAISEAMRESOURCIEAS S| FI CATLON oiieiiiiiiennee. 200

NATDOCS\79202089\V-12



OBAW

LIST OF TABLES
Table 11. Coal Quality by Seam GrouipSunrise Pil.............oooiiiiiiiiiiiiccreieeeeeeivis 3
Table 12. Coal Quality by Seam GrouipSunset Pit..........ccccceeviiiiiiiicccciiiiiieeeeeeeeeeeen L 4
Table 13. Coal Quality by Seam GroufB Field ProSpect...........ccccceeeeeeiiiiieeeiceicc e 5
Table 4. In-pit Resource Estimate of the Coal Mine as of December 31,.2023........... 7

Table 15. Surface Resource Estimate of the Coal Mine as of December 31,.2023......8
Table 6. Underground Resource Estimate of the Coal Mine as of December 31.,.20Z8
Table 17. Surface and Underground Resource Estimate of the Coal Mine as of December 31,
120 S SRR SP RSP 9
Table 18. Reserve Estimate of the Coal MiNe...............uuviiiiiiccciieeeiiiceeee e 11

Table 19. Annual Production and Waste Schedule of the Sunset and Sunrise.Pits...12

Table 41. Mine License 12726A DeSCHPLON........uuuiiiiiiee e eeeceiieie e eeeee e 27
Table 71. Coal Seam Thickness of the Sunset Pit (RPM, 2016)...........ccoovvviiiceeeeennn. 57
Table 72. Coal Seam Thickness of the Sunrise Pit (RPM, 2016)...........ccuvveeivieecennnee. 57
Table 73. Coal Seam Thickness of B Field (EAMC, 2022)........ccccoeeiiiiieeiieeciciiiieeeenn. 58
Table 74. Nomenclature of Sunrise Seam GrOUPS..........ceeiieeiieeeceemiiiiieeee e e e e e e e e e e 58
Table 75. Nomenclature of Sunset Seam GrOUPS........ccuviiiiiiiiiiieeseee e 59

Table 76. Coal Quality by Seam GrouipSunrise Pit (<300m_Drillhole Database)........ 59
Table 77. Coal Quality by Seam GrotipSunset Pit (<300m_Drillhole Database)......... 60

Table 78. Coal Quality by Seam GrouipB Field (<300m Drillhole Database)................ 60
Table 91. Summary of Accomplishments of Exploration and Mapping Activities in Nariin
SUKNAIT COBI DEPOSIL......uuuiiiiiiiiiiiiei ittt rrr et e e e e e e e e e e e nnee e 72
Table 101. Summary of Historic Exploration Drilling.............ccoovviiiiiiieee e, 81
Table 131. Coal Quality by Seam GrolipSunrise Pit (Drillhole Database)................... 95
Table 132. Coal Quality by Seam GrotipSunset Pit (Drillhole Database).................... a5

Table 133. Coal Quality by Seam GrotipSunrise Pit (<300m_Drillhole Database)...... 96
Table 134. Coal Quality by Seam GrotipSunset Pit (<300m_Drillhole Database)....... 96

Table 135. Coal Quality by Seam GrouipB Field (<300m_Drillhole Database)............ 97
Table 136. 2023 Coal Production /Coal Products Quality Specificatian..................... 98
Table 137. Coal Ultimate Analysis and Ash FUsibility................eeeviiieeniiiiiiiin. Q9
Table 138. Trace Elements of Coal............ooooiiiiiiiiio e 100

NATDOCS\79202089\V-12



OBAW

Table 139. Washability of Coal SEamS...........covviiiiiiiiiieceeeei e 101
Table 1310. Summary of Coal Quality Holes (Up t0 2023)........ccoeviiiiiiiiiiieeee e, 103
Table 141. Assurance of Existence for Coals of Complex Geology Type................. 108
Table 142. Assurance of Existence for Coals of Severe Geology.Type.................... 108
Table 143. In-Pit Resource Estimate of the Coal Mine as of December 31,2023.....111
Table 144. Surface Resource Estimate of the Coal Mine as of December 31,.2023111
Table 145. Underground Resource Estimate of the Coal Mine as of December 31, 2023
Table 146. Surface and Underground Resource Estimate of the Coal Mine as of December
3 20 7 PRSPPI 113
Table 151. Reserve Estimate of the Coal Mine as of December 31,.2023................ 120
Table 161. Historic Production of the Coal Mine from 2018 to 2023............cccccvveenn. 136
Table 162. Annual Production and Waste Schedule of the Sunset and Sunrise.Rits140
Table 163. Annual ROM Coal Quantities by Ash Content for Combined Sunset and Sunset
e C PP 141
Table 164. Sunset and Sunrise Waste Dump Design Parameters................ccceeeunnns 142
Table 165. Current Fleet Operating at the Coal Mine...............oovvivieeeeeiiieeeeeiiiis 144
Table 171. ROM Coal Sorting ProCeUUIE..........ccoiiiiiiiiiiiie e 147
Table 172. Estimated Processing Yield and Product Specificatians.....................cce. 152
Table 173. Finished Main Coal Products of the Coal Ming..........ccccccoevviiivcccieeeeeeenn. 154
Table 191. Price Forecast at Mine Gate (in RMB)..........cccooiiiiiiiiceeecceee e 157
Table 201. 5Year Environmental Protection Plan and Budget...............cccuvvieeennnnee 161
Table 211. Forecasted CAPEX for the Coal Mine (US$ in million)..............ccccceeeeeee 165
Table 212. Forecasted Operating Cash Costs for the Coal Mine...................cceeeenn.. 166
Table 221. Projected Annual Revenue of the Coal Ming..............ccooviiviieeeii e, 169
Table 222. Projected Annual Discounted Cashflow of the Coal Mine....................... 170

NATDOCS\79202089\V-12



OBAW

LIST OF FIGURES

Figure 41. Location Map of the Coal MiNe..........ccooiiiiiiiiiiircc e 25
Figure 42. Site LayOuUt PIan.............oooviiiiiiimr et e e e e e e e e e enes 28
Figure #1. Geological Map of the Nariin Sukhait, which illustrates the geological
characteristics of the Nariin Sukhait Coal DepOSIt..............cuevveemiieemiiiiiiiiiiiiieeieeeeeee... 43
Figure 72. Simplified Stratigraphy of the Sunrise Pit (RPM, 2016)..............ccvvvevieeenee 48
Figure #3. Simplified Stratigraphy of the Sunset Pit (RPM, 2016)...............cccovvvveeen.... 49
Figure #4. Coal Seam Exposure in the Sunrise Pit (February 2024)............cccccevveeee.. 52
Figure 75. Coal Seam Exposure in the Sunset Pit (February 2024)............ccevvveeeeeee 54
Figure #6. Photo of Usukh Zoos mining operation (looking south) showing the edge of B
field on the NGt SIE...........viii e e 56
Figure #7. Remnants of core drilled from NSBODBC...........cccccooeeeiiiiiiiieeeiiieiieeeeeeeeeee 57

Figure 81. Inclined coal seams are observed at the Sunset Pit but the coal seams and
stratigraphy are generally very continuous (looking northeast)..............cceeveeeeeceeennn. 64
Figure 82. Tight folds and steep inclined beds are observed at Sunrise Pit but the coal seams
and stratigraphy are generally very continuous (looking northwest)..................c.veeee... 65
Figure 83. The coal seams and stratigraphy are generally very continuous at the Sunset Pit.
Extensive tight folds, steeply inclined and overturned beds and large displacement faults are
not observed at the Sunset Pit (retrieved from the 2017 TechnicattRep..................... 66
Figure 84. The coal seams and stratigraphy generally do not show extensive tight folds,
steeply inclined and overturned beds and large displacement faults at the Sunrise Main Pit
(retrieved from the 2017 Technical REPQAIL).........ccooriiiiiiiiiic e 67
Figure 85. The coal seams astratigraphy generally do not show extensive tight folds,

steeply inclined and overturned beds and large displacement faults at the Sunrise Extension

Pit (retrieved from the 2017 Technical Repart)............oooiiiiiiimmmn e 68
Figure 131. Correlation of the Ash content and Caking INdeX.............cceevviiiaccnnennenn. 99
Figure 132. Annual Coal Production of the Sunset Pit (2Q023).............cccoeevvviiiiiinnne 102
Figure 133. Annual Coal Production of the Sunrise Pit (2@D23)...........ccvvvierererrrvneas 102
Figure 161. Sunset Main Pit (loading coal in north working face)............ccccccoeevieeeen. 125
Figure 162. Sunset Main Pit (trucking coal out Of Pit)...........ccoevviiiiiiiiccce e 125
Figure 163. Sunrise Main Pit (loading waste in southwest working face).................. 126

NATDOCS\79202089\V-12



OBAW

Figure 164. Sunrise Main Pit (trucking waste out of pit).............ccccumiiviimmmniiiiiiiienee. 126
Figure 165. Sunrise Main Pit (blasting in south working face, looking southwest)....127
Figure 166. 3D view of the Sunset 2017 Ultimate Pit Shell (not to scale)................. 129
Figure 167. 3D view of the Sunrise 2017 Ultimate Pit Shell (not to scale)................ 130
Figure 168. 3D view of the B Field Pit Shell 2022 (not to scale)..........cccceeeeiiiiieennnes 131
Figure 169. MODIlE SCrEEM.......ccoi it e e e 132
Figure 1610. Jig DOX WaASHING.........uuuiiiiiiiie et e e e e e e eeer e e e e e e e e e e eeeeaaeeannnes 132
Figure 1611. Pneumatic jet processing plant................ouvuuuiicccrreeeeeiiiiiiiiee e e e eeeennns 133
Figure 1612. Low ash WF Coal (< 45% dD).......ccoovieiiiiiiiiiiieee 134
Figure 1613. High ash WF Coal (> 45% dh)........ccoooiiiiiiiiiiieee e 134
Figure 1614. Rotary BreakKer...........coooiiiiiiiiieeeee e 135
Figure 1615. Frozen Pit Pool at the bottom of the Sunrise Extensian.Pit.................. 138
Figure 1616. Frozen Pit Pool at the bottom of the Sunrise Main.Pit......................... 139
Figure 1617. Active ExPit Waste Dump of the Sunrise Pit (looking northy................ 143
Figure 1618. Active ExPit Waste Dump of the Sunset Pit (looking south)................ 144
Figure 28C1. Planview map of the resource estimation and classification of Seam No. 4 of
TNE SUNFISE Pl e e e e e e e eeeer s s s e e e e e e e e e e e e e e eeeeessnnneeeeeeeeeeeeensnnees 201
Figure 28G2. Planview map of the resource estimation and classification of Seam No. 5L of
TNE SUNTISE PlUL ...ttt ettt e e e e e e e e e e e e e e e s e s s rmmme e e e e e e e s e e e snnnnns 202
Figure 28C3. Planview map of the resource estimation and classification of Seam No. 5U of
TNE SUNFISE Pl e e e e e e e eeeea s s s e e e e e e e e e e e e eeeeeeessannneeeeeeeeeeeeennnnnes 203
Figure 28C4. Planview map of the resource estimation and classification of Seam No. 6 of
TNE SUNTISE PlUL ...ttt e ettt e e e e e e e e e e e e e e e e s s s s rmmne e e e e e e e s e e e annnnns 204
Figure 28C5. Planview map of the resource estimation and classification of Seam No. 7 of
TNE SUNFISE Pl e e e e e e e eeeea s s s e e e e e e e e e e e e eeeeeeessannneeeeeeeeeeeeennnnnes 205
Figure 28C6. Planview map of the resource estimation and classification of Seam No. 5L of
tNE SUNSEE PUL..eeeeiei e et s 206
Figure 28C7. Planview map of the resource estimation and classification of Seam No. 5U of
LTSI T UL =] S 1 207
Figure 28C8. Planview map of the resource estimation and classification of Seam No. 8 of
tNE SUNSEE PUL..eeeeiei e et s 208

NATDOCS\79202089\V-12



OBAW

Figure 28C9. Planview map of the resource estimation and classification of Seam No. 9 of
LU TSI UL ] A 1 P 209
Figure 28C10. Planview map of the resource estimation and classification of Seam No. 10
OF the SUNSET Pil....ooiiiiiiiiieeee e e 210
Figure 28C11. Planrview map of the resource estimation and classification of Seam No. 6 of
= B =] o OSSPSR 211
Figure 28C12. Planview map of the resource estimation ataksification of Seam No. 7 of

2 = o P ERUPPPPPPRPR 212
Figure 28C13. Planrview map of the resource estimation and classification of Seam No. 8 of
=3 =Y o TSP EPPTPPPPPEPRRRI 213
Figure 28C14. Planview map of the resource estimation and classification of Seam No. 9 of
2 3 = o RSP ERPPPPUPPEPRR 214
Figure 28C15. Planrview map of the resource estimation and classification of Seam No. 10
(o) = 0 =] o RSP 215

NATDOCS\79202089\V-12



OBAW

1. EXECUTIVE SUMMARY
1.1 INTRODUCTION

BAW Mineral Partners Limited"BAW") was engaged by SouthGobi Resources Ltd. (the
"Client’ or"SQR') in November 2023 to prepare tiischnicalReport (thé' TR"). Subsequent

to BAW's visit to the Ovoot Tolgoi Coal Mine (tfi€oal Min€') and BAW prepared thiIR

with an effective date oDecember 31, 2023datedDecember 2, 2024 which coves the
resource estimatemdreseve estimateas of December 31, 202Bhe purpose of thi¥R is

to provide an independent technical assessment of the mining properties as of December 31,
2023 in relation to its various aspects, in particular, project geology, drilling, sampling, sample
preparation, resource estimates, mine planning, past production, reserve estimates, coal
handling and processing, capital costs, operating costs and econaiygisawith reference to

the requirementsfdCanadian National Instrument-481 (‘NI 43-101").

1.2 PROPERTY DESCRIPTION AND L OCATION

The Ovoot TolgoiCoal Mineis comprised oSunrise PitSunset PitB Field Prospect andC
Field Prospectwhich aresituatedn the southwest corner of the Umnugobi Aimag (South Gobi
province), approximately 320 kilometres("km™) southwest of the provincial capital of
Dalanzadgad and 950 km south of the nation's capital Ulaanb@etasr.border crossing and
the MongoliarChinese border amgtuatedaround45 km southof the Coal Mine. The primary
delivery hub of th@©voot Tolgoi coals in Ceke,thePPeople's Republic of ChifdPRC").

SQR holdsits interestin the Ovoot TolgoiCoal Minethrough itswholly ownedsubsidiary,
SouthGobi Sands LLC'$GS). SGS isthe operating company under S@Rdis a company
incorporated in Mongolia that holds the mining licenses oCibal Mine.

1.3GEOLOGICAL SETTING AND M INERALIZATION

The southerrregion of Mongolia reflects a complex geologic history of continental accretion
and Basin and Range style crustal extendmiowed by regionakcale compressional folding
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and faulting. It is mainly composed of elongate, eastst trending mountain ranges,
characterized by crystalline basement rocks dominated by intermediate to high angle faults, and
intervening basinsThose structures are dominantly composed of Late Cretaceous to Rermian
aged sedimentary sequences, overlain by Quaternary unconsolidated sediheatsuate,
eastwesttrending,moderately dippindNariin Sukhait fault, where thiliddle Jurassicoat

bearing sequences are exposed, is the most prominentistrincrelation to the Ovoot Tolgoi
Deposit.Moreover, the Nariin Sukhait fagixtends latitudinally along the edge of the Ovoot
region, with coabearing conglomerate sandstones on its southern flank and Quaternary
sediments on its northern flankhe Coal Mineis one of thdive operating coal mines in the
region of Nariin Sukhaitlt comprises of the SunsEit in the west and the Sunrigat in the

east

Seam Groups including Seam Nos. 4, 5L, 5U, 6, 7, 8, 9, 10 andriélidentified based on the
current geological understanding of the depds#ch of the Seam Groupsfurther divided

into severakublayers or known as plies based on parting material within the Seam Groups.

The overall estimated thickness of the ebe@hringsedimentarysequence is 1,370 wherein
the cumulative thicknessf the coal seamsangesfrom 68 to 250m. Interburden between the
coal seams is dominated by sandstones and conglomerates, whereas partings vatiaih the

seams are mostly mudstones and carbonaceous mudstones.

The main coal resources of the Ovoot Tolgoi Coal Mine are contributed by Seam No. 5L and
5U which are identified in both the Sunset and Suri®ite In the Sunris®it, Seam No. 6 and

7 are identified which could potentially be related to Seam Groups 8, 9, and 10 identified at the
SunsePit.

1.4DEPOSIT TYPES

BAW's technicaleview ofthedrillhole data, resourcenodel and orsite assessmeimdicated
that the Coal Mine has been subjected to a significant amount of tectonic deformation

characterized byan eastvesttrending regional thrust fault witlthe hanging wall strata
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modified by different secondafglding. Coal seams are typically dippiag anangleranging
from 35° to 55° and are occasionally stdytically dipping.

BAW's furtherreview indicated that the previous Geolegype classificatiorof the Ovoot

Tolgoi Coal Deposit in the 2017 Technical Reportoy Dragon Mining Consulting Ltd
(ADMCLGQ) as Complexs strongly justified bythe currentobservation Tight folds, steeply
inclined and overturned beds, were not widely present whereas large displacement faults are
generally absent in both Sunrise and SuRgsbf the Coal MineAlthough there are occasional

fault movements, stratigraphic sequences are normally refaanedseam thicknessesd
continuity havenot beersubstantially modified from their pirdeformational thickness

BAW's technicateviewof the B FieldProspecindicated thatess drilling andechnicalstudes

have been completed relative to the producing leigsling to a preliminary stage of structural
comprehension. Currentlthe B Field Prospects categorized undéne SevereGeology-Type

due to the presence of tight folds, steeply inclined beds, and faulting observed in the core
samples and neighboring operational mine. Coal seams wlithB® Field Prospecttypically

dip from 12° to 83°.

1.5CoAL QUALITY

Coal quality of each seagroup, confined to the #pit resource (depth within 300m below
ground surface), and based on &3&est resource modes ofDecembeBl,2023, is collected

and categorized by product ash classificatasshown inTable1-1, Table 12 and Table B.

Table 1-1. Coal Quality by Seam GroupSunrise Pit

Seam ™ M ASH VM FC TS SG Ccv
Group % %,ad %,db %,daf %,ad %,ad Gri g/mm3 cal/g, db
Ash <=10%

5L 8.18 0.97 8.09 33.85 56.77 0.83 61.6 1.35 7,083

5U 8.46 1.11 7.88 34.22 57.05 0.88 65.6 1.34 7,066

6L 10.01 1.07 7.62 33.93 56.75 0.83 753 1.31 7,122

6U 11.01 1.04 8.55 34.04 56.40 0.95 519 1.37 7,196
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Seam ™ IM ASH VM FC TS SG Ccv
Group % %,ad %,db %,daf %,ad %,ad Gri g/mm3 cal/g, db
7L 8.59 1.39 7.82 35.30 58.74 0.96 76.1 1.30 6,882
Average 9.25 1.12 7.99 34.27 57.14 0.89 66.1 1.33 7,070
10%<Ash <=15%
5L 8.40 0.97 12.20 33.86 53.48 1.04 57.2 1.38 6,669
5U 8.02 1.10 12.11 34.26 53.63 0.99 584 1.81 6,665
6L 8.17 1.13 12.34 34.71 51.22 091 68.6 1.34 6,443
6U 9.21 1.29 11.94 35.66 53.30 1.02 538 1.37 6,613
7L 8.53 1.26 12.10 35.18 51.49 1.02 455 1.38 6,577
Average 8.47 1.15 12.14 34.73 52.62 1.00 56.7 1.45 6,594
15%<Ash <=25%
5L 7.75 1.05 18.89 33.43 48.63 1.12 418 1.43 6,029
5U 8.11 1.27 19.28 33.83 48.04 1.19 445 1.42 5,982
6L 8.89 1.04 19.24 36.09 46.92 1.11 59.8 1.46 5,786
6U 7.22 0.92 20.31 34.90 44.18 122 512 1.40 5,744
7L 9.47 2.24 20.35 33.04 44.36 0.80 23.1 1.38 5,716
Average | 829 130 19.62 34.26 46.43 1.09 441  1.42 5,851
Ash >25%
5L 7.14 0.90 31.34 32.89 39.18 1.10 223 1.55 4,988
5U 7.66 1.05 31.76 34.80 37.54 1.29 185 1.54 4,802
6L 6.63 1.19 30.45 33.98 36.28 131 56.1 1.58 4,856
6U 8.54 1.31 30.55 32.99 36.60 1.02 248 1.49 4,361
7L 10.13 1.15 29.34 32.22 35.80 120 214 1.47 4,679
Average 8.02 1.12 30.69 33.37 37.08 1.19 286 1.53 4,737
Table 1-2. Coal Quality by Seam GroupSunset Pit
Seem | TM IM  ASH VM FC TS CS SG CV
Group % %, ad %, db %, daf %, ad %, ad N Cr g/mm?  callg, db
Ash <=10%
5U 3.61 1.39 6.31 34.68 58.65 0.76 5.2 - 1.31 7,557
5L 456 1.39 6.21 33.50 5959 0.77 41 69.2 1.31 7,525
533 260 7.80 35.81 5429 133 3.7 929 1.37 7,311
499 1.78 8.10 34.90 5651 131 43 806 1.33 7,346
10 593 2.36 8.05 35.01 55.79 128 4.2 - 1.33 7,317
Average 403 1.48 6.50 3448 5851 083 4.8 80.6 1.32 7,523
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Seam ™ IM ASH VM FC TS CS SG Ccv
Group % %, ad %,db %,daf %,ad %,ad N Gr g/mm?  call/g, db
10%<Ash <=15%
5U 341 149 1246 33.82 5291 1.05 4.8 - 1.39 6,996
5L 405 156 11.94 33.64 53.87 1.07 3.6 59.7 1.37 6,962
513 231 1255 34.72 5144 132 34 - 1.37 6,981
596 239 1222 33.49 5280 143 3.7 751 1.35 6,942
10 510 1.74 1243 34.01 5294 153 3.6 - 1.38 6,943
Average 466 1.83 1232 33.81 5296 128 40 674 1.37 6,963
15%<Ash <=25%
5U 3.47 1.84 18.89 3251 47.15 1.01 3.8 - 1.45 6,425
5L 407 1.81 1943 31.58 4759 116 28 57.2 1.45 6,336
523 233 1942 32.19 4655 136 24 - 1.46 6,338
549 162 18.88 32.73 4727 154 34 532 1.43 6,387
10 526 1.64 19.27 32.35 4739 143 29 - 1.44 6,317
Average 477 174 19.15 32.34 4729 132 31 552 1.44 6,355
Ash >25%
5U 354 161 31.05 28.72 3846 1.06 3.1 - 1.58 5,348
5L 3.94 1.83 31.01 27.68 39.14 1.04 1.8 14.0 1.56 5,347
497 226 31.24 28.34 3793 1.06 1.4 2.7 1.56 5,292
6.04 182 32.02 28.57 37.37 165 22 440 1.55 5,209
10 478 156 31.24 28.21 3837 124 1.7 - 1.58 5,249
Average 455 170 31.24 28.31 3834 120 21 140 1.57 5,282
Table 1-3. Coal Quality by Seam Grow®B Field Prospect
Seam ™ M ASH VM TS Gr, SG Ccv
Group % %, ad %, db %, daf %, ad g/mm3  cal/g, db
1 6.88 1.48 16.49 42.72 1.14 58.89 1.33 6,370
2 8.06 1.63 17.96 41.18 1.18 58.68 1.33 6,200
3 8.29 1.53 17.01 42.03 141 67.72 1.34 6,390
4 7.71 1.57 17.51 41.47 1.61 65.46 1.37 6,347
6 423 1.71 10.33 42.43 1.10 63.94 1.33 6,908
7 3.59 1.73 15.02 41.04 1.23 36.33 1.33 6,355
8 4.34 1.65 15.53 41.48 1.23 60.06 1.33 6,454
9 431 1.59 17.07 41.40 1.26 47.33 1.34 6,301
10 4.17 1.58 19.14 40.81 1.43 33.27 1.37 6,096
Average 5.73 1.61 16.23 41.62 1.29 54.63 1.34 6,380
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Coal quality of both Sunrise and the SurBis$ generally indicate a strong continuitythin
the same coal seamhe majority ofSeam 5U and 5bf both Sunrise Pit and Sunset &ie A

Coal productn whichthey accounteébr 56.78% of the total saleable coal products in 2023.

B Field coal qualityvaries between coal seams but generaty characterized witlow ash
(<20%), moderatesulfur content (<B%), low inherent moisture %6). Free Swelling Index
(FSI) valuesare limitedandindicat both noncoking (<2 FSI) and coking coal properties (>4
FSI).

1.6 RESOURCE ESTIMATE

The Resourcs of the Coal Minehas been estimatedy BAW as of December 32023,using
the 3D resourcanodels provided by SGS as shownTiable 14 until Table 16. At present,
there are no resources estimdiadthe C Field Prospects further drilling is requiredn this
TR, BAW divided the resource estimation into-pit resource, surface resource and
underground resource. Theit resource is a portion dfie surface resource (depth <300 m
from surfacg based on the ultimate pit design provided by SGS. The underground resource
covers a depth from 300 to 500below surfaceThe key assumptions used for the resource
estimation are:
1 Minimum coal seanthickness = 0.6n.
1  Maximum coal parting = 0.6.
1 Maximum ash content &0% was used for the Measured and Indic&esources
1 In-pit Resources are constrained to a depth off8@@&low surfaceindthe ultimate
pit design used in the 2017 Technical Report
1  Surface Resources are constrained to a depth ah3@Jow surfacend are inclusive
of in-pit Resources.
Underground Resources are constrainegldepthof 300m - 500m below surface.
1  Volumes are converted to tonnages using laboradayive density analytical results
converted to an estimatedsitu basis

1 Resource is constrained to the mining lease held by SGS only
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1 Resource is estimated on anrsitu basis (i.e. as an-Bitu tonnage and not adjusted
for mining recovery)

1 Resource is depleted by mined out tonnage

1 Measured and Indicated Resources are inclusive of those Mineral Resources modified
to produce the Reserve®. Reserves are not additional to Resources

1 Resource is estimated based on the survey data made availablBexswiber 31,
2023, for theSunrise and Sunskits and B FieldProspectrespectively

{1  Totals may not add up due to rounding

Table 1-4. In-pit Resource Estimate tie Coal Mineas ofDecember 31, 2023

In-Pit Resource (Mt)
CoalField | Seam Group
Measured Indicated Measured+Indicated Inferred
7 0.37 0.28 0.65 0.71
6 0.34 1.03 1.37 0.52
Sunrise 5U 17.03 7.74 24.77 1.02
Pit 5L 10.15 2.13 12.28 0.54
4 0.76 0.83 1.59 0.08
Sub-total 28.65 12.01 40.66 2.87
10 7.55 0.26 7.81 0.00
9 472 0.37 5.09 0.00
8 1.04 0.09 1.13 0.00
SunsetPit
5U 16.03 0.10 16.13 0.00
5L 13.33 0.33 13.66 0.00
Sub-total 42.67 1.15 43.82 0.00
10 0.26 0.54 0.80 0.90
9 0.31 1.11 1.42 1.18
8 0.10 0.28 0.38 0.24
7 0.00 0.00 0.00 0.00
B Field 6 0.00 0.00 0.00 0.00
Prospect
Sub-total 0.67 1.93 2.60 2.32
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Grand Total 72.00 15.08 87.08 5.19

Table 1-5. Surface Resource Estimate of tbeal Mine as of December 31, 2023

SurfaceResource (Mt)
CoalField | Seam Group
Measured Indicated Measured+Indicated Inferred
7 1.00 1.77 2.77 4.68
6 2.17 3.04 5.21 4.07
Sunrise 5U 34.13 31.33 65.46 26.49
Pit (depth
<300m) 5L 16.16 4.98 21.14 1.36
4 1.52 1.84 3.36 1.30
Sub-total 54.98 42.96 97.94 37.90
10 21.43 3.24 24.67 1.24
9 10.54 3.50 14.04 0.87
SunsetPit 8 1.84 2.07 3.91 0.61
(depth
<300m) 5U 23.19 1.36 24.55 0.06
5L 20.08 1.69 21.77 0.21
Sub-total 77.08 11.86 88.94 2.99
10 0.67 1.64 2.31 5.21
9 0.88 2.63 3.51 6.71
B Field 8 0.67 1.50 2.17 3.48
Prospect
(depth 7 0.26 2.01 2.27 5.87
<300m) 6 0.00 0.18 0.18 0.21
Sub-total 2.48 7.96 10.44 21.48
Grand Total 134.56 62.78 197.34 62.38
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Table 1-6. Underground Resource Estimate of the Coal Mine as of December 31, 2023

UndergroundResource (Mt)

CoalField | Seam Group
Measured Indicated Measured+Indicated Inferred
5U 3.29 8.78 12.07 17.20
Sunrise
Pit (depth 5L 6.19 13.76 19.95 27.93
from
300m to 4 0.98 2.66 3.64 4.06
500m)
Sub-total 10.46 25.20 35.66 49.19
10 17.76 3.95 21.71 2.85
9 8.16 1.40 9.56 1.16
SunsetPit
(depth 8 0.28 0.63 0.91 1.16
from
300m to 5U 25.54 4.43 29.97 2.74
500m)
5L 18.29 5.33 23.62 2.84
Sub-total 70.03 15.74 85.77 10.75
10 0.00 1.07 1.07 1.07
9 0.00 0.51 0.51 0.51
B Field
Prospect 8 0.00 0.70 0.70 0.70
(depth 7 0.00 1.43 1.43 1.47
from
300m to 6 0.00 0.14 0.14 0.14
500m)
Sub-total 0.00 3.85 3.85 3.89
Grand Total 80.49 44.79 125.27 63.83

Table 1-7. Surface andUnderground Resource Estimate of the Coal Mine as of December 31,

2023
Surface and UndergroundResource (Mt)

Coal Field
Measured Indicated Measured+Indicated  Inferred
Sunrise Surface 54.98 42.96 97.94 37.90
Pit Underground 10.46 25.20 35.66 49.19

Surface 77.08 11.86 88.94 2.99

SunsetPit

Underground 70.03 15.74 85.77 10.75
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Surface 2.48 7.96 10.44 21.48
B Field Underground 0.00 3.85 3.85 3.89
Prospect
Grand 215.03 107.57 322.60 126.20
Total

1.7 RESERVE ESTIMATE

The Reserve of the Coal Mineand B Fieldhavebeen estimated as of December 31230
based on the resource model provided by &@&the longerm mine plan completed ftie
Sunset and Sunrideits. No Reserve were estimatedor the B FieldProspectand C Field

Prospectat this time in the absence of mine planning and detailed technical siTitkekey

assumptions used for the reserve estimation are:

T

Measured and Indicated Resources are inclusive of those Mineral Resources
modified to produce the Reserves

Reserves do not include any Inferred Resoyrcetuding those thahave been

treated as waste (i.e. its mining costs have been covered but no revenue has been
assumed for the Inferred Resources)

The miningmethod selected is a truakdshovel open pit terrace mining operation.
Cutoff ash content for raw coal is assumed to be 50%

A mining recovery factor of 95% and a mining dilution factor of 2.5% are applied in
the Reserve estimates

The pits and thus Reserves are designed to 300m below the original ground surface
Reserves are constrained to the mining lease held by SGS only although the open pit
limits will extend across the lease boundary into the adjacent lease held by Mongolyn
Alt Corporation (MAK). SGS and MAK have an agreement in place that allows SGS

to stripoff the overburden in MAIS concessionMAK will remove the coal within

its concessiorio allow development of SGS's pits. Coal within MAKoncession

has been treated with no revenue and no cost whereas the waste within the pits and
MAK 's concessionvill be stripped off at the cost of SGS.

Reserves arestimated to account for coal and waste that was mined as of December
31, 2@3.
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1 The coalprice adopted in thReserve estimates is US $90/t.

1 Totals may not add up due to rounding.

Table 1-8. Reserve Estimate of the Coal Mine

Coal Field Seam Group Reserve (M1)
Proven Probable Total
7 0.36 0.28 0.64
6 0.33 1.00 1.33
5U 16.58 7.53 2412
Sunrise Pit
5L 9.89 2.07 11.96
4 0.74 0.81 1.55
Sub-total 27.90 11.69 39.59
11 0.00 0.00 0.00
10 7.35 0.25 7.60
9 4.60 0.36 4.95
Sunset Pit 8 1.02 0.09 1.10
5U 15.61 0.10 15.71
5L 12.98 0.32 13.31
Sub-total 41.56 1.12 42.68
Grand Total 69.46 12.81 82.26
1.8 MINING

The mining operation at the Coal Mine includes using open pit terraceanakdhovel mining
methods similar to the current mining methods employed, which could be described as open
pit terrace mining utilizing hydraulic excavators, shovels and trucks, or known as conventional
"truck/shovél operations. The operation includieg-soil stripping, drilling and blasting of
overburden and interburden, and stripping of waste and coal using a backhoe excavator. Waste
and coal will be loaded onto a fleet of mmig trucks for hauling to the waste dumps or the coal

stockpiles, as appropriate.
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The updated longerm mine plan for both the Sunrise and Sunset Pits aims to achieve an overall
production target of .9 million tonne per annum("mtpd’) of Runof-Mine ("ROM") coal
starting from 2017 and mining in both pits at the same time. Mining is scheduled to be
completed by 2030 with a totalife-of-Mine ("LOM") of 14 yearsHowever, theplanned
productiontargethas never been achieved and only reacheeak production of 6.3BIt in
2017 prior to th€COVID-19 pandemiand started to recover agairogucing 3.75Mt in 2023

post pandemic

BAW estimated ROM coal from theroven andProbableReserve foithe Sunset and Sunrise

Pits. The key assumptions werg) a mining recoveryof 95% and dilutionof 2.5% by the

weight of coal adopted to account for the mining losses and dilutions, and 2) statistics of raw
coal ash content ranges from coal sample data is applied to estimate annual ROM coal quantities

based on ash content categoriamg-term mine plan isonfinedwithin the ultimate pishells

Table 1-9. Annual Production and Waste Schedule of the Sunset and Sunrise Pits

Sunrise Pit Sunset Pit Combined
Year ROM Waste Strip Ratio ROM Waste Strip Ratio ROM Waste Strip Ratio
Kt k BCM BCM/tonne kt k BCM BCM/tonne kt k BCM BCM/tonne
1 2024 1,972 5,936 4.1 2,508 8,820 4.8 4,480 14,756 4.5
2 2025 2,016 4,985 34 2,391 9,878 5.7 4,407 14,863 4.6
3 | 2026 1,974 5,138 3.6 2,493 10,030 5.5 4,466 15,168 4.7
4 | 2027 2,094 6,366 4.2 2,371 8,254 4.8 4,464 14,621 4.5
5 | 2028 2,073 5,264 35 2,483 10,422 5.8 4,556 15,686 4.7
6 2029 2,086 5,658 3.7 2,431 10,317 5.8 4,517 15,975 4.9
7 | 2030 2,004 5,879 4.0 2,472 10,366 5.8 4,477 16,244 5.0
8 2031 2,167 7,011 4.5 2,502 9,891 54 4,669 16,902 5.0
9 | 2032 2,003 8,339 5.7 2,448 7,746 4.4 4,451 16,086 5.0
10 | 2033 2,062 9,019 6.0 2,539 6,355 34 4,601 15,374 4.6
11 | 2034 2,146 9,278 6.0 2,486 4,558 2.5 4,632 13,836 4.1
12 | 2035 2,108 8,192 54 2,356 4,258 2.5 4,464 12,451 3.8
13 | 2036 2,147 7,500 4.8 2,439 4,473 2.5 4,586 11,973 3.6
14 | 2037 2,196 7,121 4.5 2,448 4,610 2.6 4,643 11,731 3.5
15 | 2038 2,193 6,739 4.2 2,490 4,482 2.5 4,683 11,221 3.3
16 | 2039 2,107 6,551 4.3 2,426 4,248 24 4,533 10,798 3.3
17 | 2040 2,169 5,484 35 2,448 3,942 2.2 4,617 9,426 2.8
18 | 2041 2,073 1,627 1.1 945 1,552 2.3 3,018 3,179 1.5
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19 ‘ 2042 2,000 1,610 11 N/A N/A N/A 2,000 1,610 11

Total 39,588 117,697 4.1 42,676 124,204 4.0 82,263 241,900 4.1

1.9 CoAL PROCESSING

In early 2016, SQR and SG&mulatedoptimized mining, coal processing and sales strategies
for the Coal Mine such that SQR is determined to haul the R@\o the processing facilities

to be constructed at the mine site for complete processing before sales.

The proposed coal handling and processing consists of four stages,: rsmgging, sorting,

wet washingand quality control, delivering three types of finished coal products including 1/3
coking coal, thermal coal with a calorific value qR®0 kcal/kg and thermal coal with a
calorific value of 5800 kcal/kg. Such multiple coal products are expected to maximize the value
of the Coal Mine.

Since2017, the wash plamiasbeenputinto operatiorto proces8VF Coal(washedjnto WA

Coal (washed) WB Coal(washed)or F Coal separately. In 2019, the mobile screen and the
pneumatic separation plant wenstalledand commissionedor handling and producing WF
Coal from F Coal.

We understand thahé washplant, to optimize its operatioms working ontechnical solutions

to address various issussch as throughput, dewatering circuits, raw coal feeder and power

supply:

1.10EcoNOMIC ANALYSIS

Based on the estimated coal prices and revenue, operating costs, capital costs, taxes and
government charges, the Net Present Valb ") of the Coal Mine is estimated to be about
US$L46 million at a discount rate of 15%ike mostmining projects in the world, the NPV

estimate ighemost sensitive to commaodity prices.
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1.11RECOMMENDATIONS

1 Downhole surveysof verticality should becontinuouslycarried out for future
drilling programs to enhance the accuracy of the resource model angrieenaece
estimation. This will be an ongoing annual cost of approximately US$ 10,000.

1 Routine data validation and verification should be continued for additional
exploration data as an integral part of the database management system. No cost
impact.

1 Theresource model should be updated on againg basisas new exploration and
coal quality data progress develop a better understanding of the geology and coal
quality for refining the mine plan in the future. This will be an ongoing annual cost
of approximately US$®0,000.

1 Wedge structures have been identified in both pits. efaibd geotechnical
assessment of pit wall stability is recommended to be an integral part of-teshrort
mine plan and detailed mine design. This will be an ongoing annual cost of
approximately US$ 50,000.

1 Long-term and continuous monitoring, analysis, review and reporting of the pit wall
stability should be considered as a routine practice to ensure production and also
safety of the workers. No castpacts

1 Hydrogeological data should be reviewed on angoimg basis, and it is
recommended to be an integral pafrthe shortterm mine plan and detailed mine
design. This will be an ongoing annual cost of approximately US$ 20,000.

1 Routinemonitoring will be conducted for employment of pit dewatering system as
appropriate to enhance pit wall stability and reduce pit seepage, if necestary,
the pit development. No cost impact.

1 The mining operation should implement the updated mine plan to achieve the goals
set out by the latest mining strategy, processing strategy and sales strategy. No cost
impact.

1 The resource model should be updated by integrating additional validated coal

sample analysis data, geological and geotechnical findings from exposures of mine
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pits to enhance the development of a detailed monthly production schedule and
reserve database. No cost impact.

1 Reconciliation between planned and actual production should be continued as a
good mining practiceéNo cost impact.

1 Characterization and assessment of the coal quafitindividual coal seams,
particularly Seam No. Should be continueish an ongoing basi® develop a better
understanding of the spatial distribution of coal quaititthe pitas itoffers the best
quality of coal products and contribat® most of the productiorOngoing coal
quality characterization may also benefit the processing strategy and héeter
product mix for SGSThis will be an ongoing annual cost of approximately US$
20,000.

| It is important to ensure a steady and consistent feed of raw coal into the jig box,
taking intoconsideration the size description and processing capabilities. To achieve
feed stability, a mobile screen can be used to handle the ROM coal A4/&8R
Feed) Once a steady feed is achieved, the production of clean coal can be easily
switched from one grade (WA) to another (W&)nsideringhe desired clean coal
ash level. This switch allows for running the process at high efficiency and reducing
operation hoursThe mobile screen is estimatedomUS$ @,000.

1 Itis recommended to upgrade the capacity of the secondary bucket elevator to match
the size of the first elevator. By doing so, the processing circuits capacity can be
increased, allowing for a higher volume of coal to be proce3&edupgrading cost
is estimated te US$98000.

1 It is recommended to initiate a technical study that focasesptimizing the
processing of fine coal and overcmg the dewatering issues encountered in the
tailing treatmentThe estimated cost for tistudy is $20,000.

1 It is necessary to apply higéfficiency thickener prior to thBne coal processing
since it can bevery helpful for the clean coal production in the wash pldiis
approach promotes sustainable water management practices and helps mitigate the
impact on local water resourceShe estimated cost for the upgrading of the
thickening circuits is estimated be US$8),000.

1 To maximize revenue and optimize the clean coal product in the plant, it is essential

to consider the coking properties and ash contents of different coal grades. In
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addition to coking properties and ash contents, other factors such as market demand,
customer preferences, and pricing trends should also be considered. It's important to
note that the optimal clean coal product mix may vary based on market conditions
andthe specific characteristics AfCoal, A Coal and BCoal Regular monitoring

and analysis of market dynamics and coal quality parameters are crucial for
adjusting the production strategy and maximizing revenue from clean coal products.
No costimpacts

1 The optimization of clean coal production should not be limited to the processing
circuits alone. The entire coal product in the mine, includir@pal, A Coal and B
Coal should be considered. By integrating the ROM sorting section and processing
circuits with the total coal product strategy, the overall clean coal yield and quality
can be improved leading to higher efficiency and improved revenue generation. No
cost impat for the production efficiency improvement.

1 The presence of coal dust on the ground at the air jet plant,ectfdin the
separating and handling processes, presents an opportunity to explore its potential
for utilization. Further study and analysis of this dust, in conjunction with the fine
clean coal mentioned earlier, can help identify potential uses and determine the most
effective methods for harnessing the calorific value of the dins.cost for the
study is estimated to be US$000.

1 Further core drilling isecommendedbr theB Field Prospecto thoroughly assess
the metallurgical characteristics of the coal seams and to increase the confidence

level of resource estimation
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2. INTRODUCTION
2.1 GENERAL BACKGROUND AND ScoPE OF WORK

Mr. Jaydee Ammugauan (MAIG), Mr. Tao Xu (P. Eng) and Mr. Larry Li (P. EnddANV
prepared this Technical Repfot SQRonthe Coal Minelocatedin Mongolia which isowned
100% bySQRthroughSGS,in accordance withNl 43-101

The scope of work dBAW's engagement is dsllows:
1 Review of all the available technical information provided by SGS
1  Visit the Coal Minein Mongolig
1 Prepare an updated resouestimate
1 Prepare an updated reseegtimate
1 Review of processing and recovery operations
1 Review of capital expenditure and operating Gaatsl
1 Prepare an updateechnicalreportfor public disclosure

Mr. Ammugauan, Mr. Xu and Mr. Li have jointly inspected the Coal Mine on February 28 to
March 6, 2024All the QPs have inspected the mining operations in both the Sunset and Sunrise
Pits, coal stockpile, waste dumgmal handling facilies mobile workshopexplosive storage

and CCIC onsite coal testing laboratoffey have also inspectadewdrillholes on the ground

as well as the core drilled in 2023.
Following S Q R guesto include an initial NI 43L01 compliant resource estimate floe B
Field ProspectMr. Ammugauan conducted a follewp site visit from August 23 to August 25,

2024.

Each QP is responsible for the preparation and supervision of the following sections of the TR:

Section QP Responsible
1. Summary Jaydee Ammugaudnao/Xu/Larrry Li
2. Introduction Jaydee Ammugauan
3. Reliance on Other Experts Jaydee Ammugaudhao Xu/Larry Li
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4. Property Description Jaydee Ammugauan

5. Accessibility and Climate Jaydee Ammugauan

6. History Jaydee Ammugauan

7. Ggological 'Setting and Jaydee Ammugauan
Mineralization

8. Deposit Types Jaydee Ammugauan

9. Exploration Jaydee Ammugauan

10. Drilling Jaydee Ammugauan

11. Sample Preparation JaydeeAmmugauan

12. Data Verification Jaydee Ammugauan

14. Resource Estimation Jaydee Ammugauan

15. Reserve Estimation Tao Xu

16. Mining Methods Tao Xu

17. Recovery Methods Larry Li

18. Project Infrastructures Tao Xu

19. Market Studies and Contract Tao Xu

20. Environmental Studies Jaydee Ammugauan

21. Capital and Operating Costs Tao Xu

22. Economic Analysis Tao Xu

23. Adjacent Properties Jaydee Ammugauan

24. Other Relevant Data and

Information

Jaydee Ammugauan

25. Interpretation and Conclusion Jaydee Ammugauan, Tao Xu and Larry L

26. Recommendations Jaydee Ammugauan, Tao Xu and Larry L

27. References Jaydee Ammugauan, Tao Xu and Larry L

2.2 SOURCES OF INFORMATION

This TR is basedn the technical review by BAW of the property, historic reports and prior
technical reports made available to BAW by S@fSuntil December 20235GS isthe 100%
owned Mongoliarregistered subsidiary that holds the licenses and permits to the Project as
well as operating the min&echnical reports and other reports that BAW extensively referred
to are listed below.
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1 SouthGobi Sands LLCEGS'), the 100% owned Mongoliaregistered subsidiathat
holds the licenses and permits to the Project as well as operating the mine, in conjunction
with Sapphire Geo Ltd'Sapphiré)

1 Norwest Corporation, 2006. Groundwater and Surface Water Hydrology Report, Nariin
Sukhait 2006 Investigation, Mongolia.

1 Norwest Corporation, 2007a. Technical Report, Coal GeologyRasurces, Narin
Sukhait Property, Omnogovi Aimag, Mongolia.

1 Norwest Corporation, 2007b. Technical Report of Ovoot Tolgoi Underground Mining
Potential.

1 Norwest Corporation, 2007c. Technical Report of Coal Geology and Resources, Ovoot
Tolgoi Property, Omnogovi Aimag, Mongolia.

1 The Americas Group, 2008. Technical Report: Surface Coal Geology and Resources,
Ovoot Tolgoi West Field, Omnogovi Aimag, Mongolia.

1 The Americas Group, 2008. Technical Report: Underground Resources at Ovoot Tolgoi
Sunset Field, Omnogovi Aimag, Mongolia.

1 Norwest Corporation, 2009. Ovoot Tolgoi Preliminary Feasibility Study (Volumes 1,

2 & 3).

1 Norwest Corporation, 2009. Technical Report of Coal Geology, Resources and
Reserves Ovoot Tolgoi: A Production Property. Omnogovi Aimag, Mongolia.

1 SouthGobi Energy Resources, 2009. Technical Report: Coal Geology and Resources,
Ovoot Tolgoi Project, Omnogovi Aimag, Mongolia.

1 Aquaterra, 2010. Ovoot Tolgoi Water SuppRhase 1 Scoping Study Ausenco Taggart
2012 Summary Report of Coal Handling Facility.

1 Aquaterra, 2012. Findings From Groundwater Exploration Works Undertaken In The
Tooroin Shand Area (Estimated Exploitable Groundwater Reserves) For Supply To
The Ovoot Tolgoi Mine (July 2012).

1 P.E.AT. (Aust) Pty Ltd, 2011. Qualified Person's Report on aFBasibility Coal
Processing Study for South Gobi Sands.

1 RungePincockMinarco (formerly MinarcoMineConsult), 2011. Technical Report of

Coal Geology and Resources and Reserves, Ovoot Tolgoi Complex, Mongolia.
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1 RungePincockMinarco (formerly MinarcoMineConsult), 2012. N+143 Technical
Report of Coal Geology and Resources and Reserves, Ovoot Tolgoi Complex,
Mongolia.

1 RungePincockMinarco, 2016. NI 41 Technical Report of Resource Estimate, Coal
Geology and Resources, Ovoot Tolgoi Complex, Mongolia.

1 Dragon Mining Consulting Ltd(DMCL), 2017. NI 43101 Technical Report for the
Ovoot Tolgoi Coal Mine in SouthGobi Province, Mongolia.

1 Euro Asian Mines Company (EAMC), 2022he Technical and Economic Basis of
Using the Northwest Part of Nariin Sukhait Coal Deposit in the ol Province
Through Open Pin Minin¢translated from Mongoliato English

1 AMC Mining Consulting and Services (AMC), 2023. Clarification of Treehnical and
Economic Feasibility Study of the Ovoot Tolgoi Coal Deposit by Open Pit Mining,
Gurvantes Sum, Unugobi, Mongolia. (translated from Mongoliam English)

Portions ofthe above technical repottsive been extractdny BAW after diligent inspection
of such information. A full list of referenced sources used in the production of this TR

available in Section 27.

Moreover SGS setipan online database consisting of technical reports and geological database

for BAW to access information pertaining to the Coal Mine.

2.3QUALIFIED PERSONSAND COMPETENCE

This TR is prepared by a team of BA8ining professionals who have extensive experience

in high-level technical assessment, exploration, resource definition, mine planning, production
scheduling and mining operation for a wide range of commodities, including cdaRGn
Canada, Mongolia, Kazakhstan, Philippines and other countries, and also possesses the
requisite professional accreditation to qualify"&aualified Persorfsunder NI 43101 and

"Competent Persohsinder Australis JORC code.
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Mr. Jaydee AMMUGAUAN, as th@Presponsible for the geology aresourcesstimaion in

this report,is a registered Member of th&ustralian Institute of Geoscientists (MAIGYr.
Ammugauarhas sufficient experience which is relevant to the style of mineralization and type
of deposit under consideration and the wugkhasindertaken, being qualified @ as defined

by theNI 43-101 compliance requirements

Mr. Tao XU, as the QP responsible for theserve estimatds a registeredProfessional
Engineer and Geologigif the Association oProfessionalEngineers andseoscientistof
Alberta and Association d?rofessionaEngineers aneoscientistef British Columbia. Mr

Xu has sufficienexperiencavhich is relevant to the style of mineralization and type of deposit
under consideration and the wdrk hasundertaken, being qualified &P as defined byhe

NI 43-101 compliance requirements

Mr. Larry LI, as e QP responsible foroal processings a registeredProfessional Engineer

of the Association dProfessionaEngineers aneoscientistsf British Columbia. MrLi has
sufficient experience which is relevant to the style of mineralization and type of deposit under
consideration and the woHe hasundertaken, being qualified &P as defined byhe NI 43-

101 compliance requirements

2.4DISCLAIMER

ThisTR has beeprepared solely in accordance with the specific requirements and instructions
of the Client.The opinions expressed in this report have been based on the information supplied
to BAW by the Client BAW has exercised all dudiligencein reviewing theinformation
supplied While BAW has compared the key supplied data with expected value, the accuracy
and effectiveness of the results and conclusions from the reports are completely dependent on
the quality of the supplied data. BAW does not take responsifmlitgny errors or omissions

in the supplied information and does not accept any consequential liability arising from
commercial decisions or actions resulting from th@pinions presented in this Technical
Report apply to the site conditions and features as they existed at the tiBRWIE

investigations, and those reasonably foreseeable. These opinions do not necessarily apply to
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conditions and features that may arise after the date dfftfaigbout whiclBBAW had no prior
knowledge nor had the opportunity to evaluate.
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3. RELIANCE ON OTHER EXPERTS

In the preparation of thiSR, BAW has relied on the expertise and informatoavidedby a
diverse group ofspecialized experts imarious fields such akw, politics, environment,
taxation, market analysis, and price forecast. These experts have platgtdade in ensuring
the accuracy anslignificanceof the report by contributing theeixpertise particularly related
to SGS's operations in MongoliBAW did not independently conduct field work, including

drilling, to confirm the interception of coal seams for resource definition.

Those sctions that have been relied on informatpoovidedby otherexpers arelistedbelow.
1  Section 4.2wnership
Section 4.Environmental Liability and Permitting
Section 4.Accessibility, Climate, Local Resourcdsfrastructureand Physiography

1
)l
1  Section 6History
1  Section 19MarketStudiesand
1

Section 23Adjacent Properties
BAW finds the information presented in the above sections to be generally reasonable and sees

no basis to distrust or question its reliabilifylist of relevant referencesourcess listed in
Section27 of thisTR.
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4. PROPERTY DESCRIPTION AND LOCATION
4.1L OCATION

The Ovoot TolgoiCoal Mineconsistsof the Sunrise Pit, Sunset PB Field Prospeciand C

Field Prospectlt is situated in the southwestern area of Umnugobi Aimag, which is a province
in the South Gobi region. Specifically, it is located approximately BRimeters km)
southwest of Dalanzadgad, the provincial capital, and 950 km south of Ulaanbaatar, the national
capital. Please refer teigure4-1 for a visual representation of the location. The Coal Mine is
nearthe Ceke border crossing and the MongoeFaC border, which are about 48n to the

north. The primary hub for delivering coal from t@ealMine is situated in Ceke, tiRRC
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Figure 4-1. Location Map of the Coal Mine
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4.2 OWNERSHIP

Theinitial exploration endeavors at the Ovoot Tolgoi eogiloration licensewere carried out
by Ivanhoe Mines Lt@'IVN"). In 2007, IVN transferred its coal exploration licenses, including
the one for Ovoot Tolgoi, t8QR previously known as Asia Gold CorporatidiAgia Gold).
The licenses and permits the Coal Mineare currently held by SGS,1®0% subsidiary of
SQRand a company registered in Mongolia.

According to Article 19.7 of the Mineral Laws of Mongolia, exploration permits granted by the
Mongolian government have a duration of three years, with the possibility of two extensions,
each lasting two years. During the exploration phase, license hadersesponsible for
fulfilling certain environmental protection obligations. Once a successful exploration program
has been conducted, the holder of an exploration license can apply for a mining license to
operate in any area covered by the license. Aingiticense, on the other hand, as stated in
Article 26.5, is granted for a period of thirty years, with the option to renew it twice for an
additional twenty years each time. The mining license includes both mineral and surface leasing

rights.

On September 20, 2007, SGS was granted Mining License 12726A, which allowed them to
develop an opepit coal mine. The mining license encompasses a total land area of 9,312.27
hectares. Adjacent to SGS®oncessiors another mining license which is owned by Mongolyn

Alt Corporation (MAK™") while the coal deposits extend across the lease bourts@fgand

MAK reacheda Memorandum of Understanding, dated May 24, 20fich covers mining
activities across the lease bounda®PM, 2011). While it is anticipated that open pits may
extend beyond the lease limits in order to extract all economically viable coal withis SGS

concession, the estimates of resources and reserves are limitedt¢c&@sssion.

The Government of Mongolia approved the coordinates obtained from the survey. Coordinates
of SGSslicense 12726A are presentedliable4-1.
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Table 4-1. Mine License 12726A Description

License Coordinates

License ) Inception  Expiry Area Mineral
Licensee
No. Date Date Vertices Easting Northing (has.) Interest
1 101°05'6.65" 43°01'21.29"
2 101°08'5.64" 43°01'21.29"
3 101°08'5.74" 42°59'59.27"
4 101°16'30.74" 42°59'59.24"
_ Sepember 5 101°16'30.64" 43°01'21.31"
SouthGobi 100%
12726A 11, 2037 6 101°19'10.65" 43°01'21.31" 9,312.27
Sands, LLC Coal
2007 7 101°19'10.65" 43°01'41.31"
8 101°20'40.64" 43°01'41.31"
9 101°20'40.75" 42°58'16.23"
10 101°05'6.73" 42°58'16 .25"

A cooperation agreement was signed between SGS and MAK on February 20, 2014. This
agreement allows SGS to remove the overburden¢oahmaterial covering the coal deposits)
from MAK's concessiorat SGS's own expense. This arrangement facilitates the development
of SGS's pits, while MAK will be responsible for extracting the coal within the lease area. It is
important to note that the coal within the pits and within MA¢Gscessions treated as not
generating any revenue and having no associated coi. afineement has significant

implications for SGS's overall mining operation and kegn planning.

Figure4-2 illustrates the site layout plan of the mining area. The Suis@ormerly known

as Westield) is located southwest of MA& concessioand includes the Sunset Pit, which is

part of SGS operation. The underground resource represents the extension of the coal deposits
in a downward direction. On the other hand, the Sunrise Pit (formerly namedEsatheld)

is situated southeast of MAK concessianThe B Field Prospecis located orthe northwest
corneroftheS GS 6 s ¢ omhareasheCiFeldProspects locatedsoutleastto the Sunrise

Pit. It is important to clarify that all the resrces mentioned in thisR are within SGS$

concessiomnly.
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4 .3ENVIRONMENTAL LIABILITY AND PERMITTING

The exploration, mining, and land use rights pertaining to the Ovoot Tolgoi Deposit are
regulated by the Mineral Law (2006) and Land Law (2002) of Mongolia. In addition, water
rights are governed by the Mongolian Water Law and Mongolian Minerals Law. Evese
provide a framework for license holders to utilize the land and water resources in relation to
their exploration and mining activities, while also acknowledging the discretionary authority of
national, provincial, and local governments in Mongoligrasited by Mongolian law. License
holders are permitted to utilize the land and water resources within the parameters set forth by
these laws, while being subjected to the regulatory powers of the relevant governmental

authorities.

The main environmental reports related to the Nariin Sukhait Coal Deposit Mining Project are
the 'Detailed Environmental Impact Assessment for the Nariin Sukhait Coal Deposit Mining
Project’ and its corresponding addendum. These reports were prepared by the Environmental
Consulting Company (ENCO) in 2006. They prodde comprehensive assessment of the
potential environmental impacts associated with the mining project at the Nariin Sukhait Coal
Deposit. The detailed environmental impact assessment rdpag,vaith its addendundelves

into various aspects such as air quality, water resources, biodiversity, and other relevant
environmental factors. These reports serve as important references for evaluating and

mitigating the environmental impacts of the Nariin Sukhait Coal Deposit NliAiject.

Presented below is a summary of the initial environmental obligations related to exploration

and mining activities, which include but are not limited to the following points:

a) Exploration Environmental Obligations:

1 Exploration and mining permit holders must submit an Environmental
Protection Plan (EPP) for exploration operations to the Provincial Department
of Environmental and Tourism for approval, following the approval of the
Exploration Plan by the Mineral Resources and Petroleum Authority of
Mongolia (MRPAM).
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1 The EPP should include an assessment of environmental effects and mitigation
measures, as well as the implementation of protective measures.

1 Once the EPP iapprovedoy the Provincial Department of Environmental and
Tourism, exploration permit holders should submit it to Soum Governor office
and deposit 50% of the EPP budget into the applicable Soum Bank Account as
a guarantee. This amount is refunded if the explargiermit holders fulfill all

environmental obligations stated in the EPP, including site rehabilitation.

b) Mining Environmental Obligations:

1 Before commencing mining activities, the company is required to conduct a
Detailed Environmental Impact AssessméhDEIA") in accordance with
Mongolia's Environmental Impact AssessmgmtlA") law. The DEIA should
assess the impacts of mining activiti@s;luding mitigation measures, and
outline their implementation.

1 Annually, within the first month, the company must deposit 50% of the annual
environmental protection budget into the MNET Bank Account.

1 The SoumGovernor has the authority to suspend mining operations if the
company fails to comply with the specified conditions. Additionally, if the
company fails to meet its environmental obligations for the year, the Soum
Governor and Provincial Department of Elavimental and Tourism inspectors

can halt mining activities for the following year.

These obligations are outlined in Article 38 (exploration activities) and Article 39 (mining
activities) of the Minerals Law. The issue of mine closure is addressed in Article 45 of the

Minerals Law.

4. 4SURFACE RIGHTS

SGSholds the rights to both surface and subsurface coal resdbatasecurrentlyminedand

those intended for future development.
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4 5WATER RIGHTS

SGShasauthorized water liceses that cover water diversion and usage. The water usage rights
held are sufficient to support the LOM plan.

4.6 ROYALTIES AND ENCUMBRANCES
4.6.1 Royaly

According tothe Mongolian royalty legislation, there are certain provisions in place. Initially,
there is a base royalty rate of 5% applied teeaplortcoal sales. Additionally, starting from
January 1, 2011, SGS is subject to an additional sliding scale royalty, which can range up to
5%. The calculation of this royalty is based on a reference price per tonne, which is published

monthly by the Ministry ofFinanceof Mongolia.

However, itis important to note thatinceJuly 1, 2021the royalty computatiomethodology
has been updated solely rely on the reference price published by the Ministry of Finahce

Mongoliawhile removingall other factors that were previously considered in the computation.

4.6.2 Property Ta

According to Resolution No. 4/5 of the meeting of citizens' representatives of Umnugobi
province on December 2, 2021, the Immovable Property Tax in Mongolia was increased from
1% to 2% of the purchase value.

4.6.3 Mining License Fe

A fee ofMongolian Tugrik"MNT") 7,250 per hectare is payable annually forGloal Mine's
mining license Given that the total area of the mining licens8,&82.76 hectareshe annual
fee payable by SGS MNT 67.3 million
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4.6.4 Value AddedTax (VAT)

The VAT is10% on capital, materials asdppliesand also on local salegAT is assumed to

be refunded onc8GSS coal is incorporated in the final mining product.list

4.6.5 Air Pollution Fee

An air pollutionfee of MNTL,000 is paiger tonne of ROM coal

4.6.6 Land Fe

In 2023 thelandfeeincreased to MNT 42 per square mgten’") from MNT 16/m? for mining

area depending on usagetioéland.For electric ling, the fee is MNT 7,500 per kilometer.

4.6.7 Income TX

Starting from January 1, 202the applicable tax rates for corporate incomelayEor the first
six billion MNT of net profit before tayatax rate of 10% is applieahd 2).Forthe net profit
before tax exceeding six billion MN ahigher tax rate of 25% is imposed.

4.7 COMMENT ON SECTION 4

The QP asserts that there are no other significant environmental, legal, title, taxation, socio
economic, marketing, political, or any other relevant factors known to him that would materially

impact theoperation of the Coal Minleeyond what has been discussed inTtRe
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5. ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE AND
PHYSIOGRAPHY

5.1L OCATION

The Coal Mine is located in soutlentral Mongolia, approximately 45 km north of the
MongoliaChina border. The&€oal Mineis within the administrative territory of Gurvantes
Soum, Umnugobi Aimag (South Gobi Provihes show in Figure4-1.

The populatiorof Umnugobi Aimagis spase with less than one persper square kilometer

("km?"). Populationcentersand transportation infrastructuaeein proximity tothe Coal Mine

5.2CLIMATE AND PHYSIOGRAPHY

The region has a continental desert climate characterized by winter temperatures ranging from
0°C t0-30°C and summer temperatures ranging from 30°C to 35°C. The average rainfall is 133
millimeters (mm), typically falling between 100 mm and 200 mm, witist of theprecipitation
(709%-80%) occurring in July and August. Strong winds are common during the spring season.
The weather conditions are favorable for exploration activities fromNtaicth to October,
providing a pleasant climate. Additionally, thenadite permits mining operations to occur year

round.

The Umnugobi Aimag is within the physiographic region of the Gobi Desert. The topography
of the deposit varies from flat, gravebvered desert plains to moderately hilly terrain. Surface
elevation ranges from 1,515 to 1,58®ters (m)abovesealevel. In the north of the deposit,

there are large mountains such as Khurenkhanang ridge and Khogshoo mountain, Tost ridge
(2517m), Tahilgy ridge (2316m), Erdenii ridge and Khogshin ridge in the centralyithria

relative height ranging from 150 to 360 Thesemountains are cut by steep and deep canyons,

creating a complex relief.

Water regime in the region is highly variable and subject to fluctuations depending on the

climate and rainfall patterns during a given year and season. As a result, water sources, such as
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creeks and rivers, can dry up during periods of low rainfall. Conversely, during times of heavy
snowfall or continuous rains, these creeks can transform intidastg rivers. The presence

of numerous dry ridges of varying shapes and lengths is a tdrésac feature of the area.

Vegetation in the area is sparse, mainly comprising small shrubs and grasses. The current
economy in the region relies on a traditional subsistence model, primarily centered around

raising sheep, goats, and camels.

5.3 ACCESSIBILITY AND INFRASTRUCTURE

Regular scheduled air service is available between Ulaanbaatar and Dalanzadgad,aoffering
convenient transportation option for traveleérbe travel timefrom Dalanzadgad to the Coal

Mine typically takes around seven hours and involves a combination of paved and unpaved
roads.

In September 2006, SGS acquired the required permit to establisksda aimport at the Coal

Mine. The construction of the airport was subsequently completed in 2007, providing
convenient access to the site. Prior to the establishment of-giteaiport, weekly chartered

aircraft services from Ulaanbaatar were utilized for crew rotations and transportation of
essential supplies. However, our understanding indicates that the chartered aircraft service has
been suspended since 2020. As an alterndaind,transportation is now employed to transport
personnel and supplies to the Coal Mine.

The two main sources of mining labor for SGS are Ulaanbaatar and th8daoalAt present
around 60% of SGS employees are recruited locally. The remaining employees are transported
to and from Ulaanbaatar ltgnd The work schedule typically follows a tweeek on andwo-

week off rotation for the employees.

A rall line connects the Ovoot Tolgoi area with the interiothef PRC The railroad termial
is situated at Ceke, approximately 45 km sanftthe Coal Mine. In 2010, &wo-lane paved

road was constructed from the mine site to Ceke, which is being used by coal trucks.
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Electrical power for the camp and shop complexes was initially supplied by diesel generators.
The camp and shop complexes are now connected to a powerline that rutisefieRCto

Gurvantes 8um, supplying electrical power to the ar€g(res-2).

There is no immediate availability of surface water in the vicinity of the Coal Mine. To meet
the camp's water requirements, water supply wells have been drilled in the area. Moreover,
water for dust suppression purposes is sourced from the pit dewatgsteg. In 2012, SGS
commissioned Aquaterra to conduct a hydrogeological survey, which identified a water source
located approximately 3dm away from the mine site. The survey findings determined that the
groundwater from this source was suitable for stdal use and capable of supporting
consistent coal washing operations in a wet coal processing plant. Consequently, SGS obtained
a water permit that authorized the use of this water source for their operations. This
comprehensive approach to water mamag@ highlights SGS's dedication to ensuring a
sufficient and sustainable water supply for the camp's needs, as well as supporting essential

industrial processes such as coal washing.
Waste disposal areas have been identified and approved in the mining permit.

On September 20, 2007, SGS was granted a mining license for the purpose of developing
surface coal mining activities at Ovoot Tolgoi. Subsequently, in April 2008, the mine
commenced its operations at the Sunset Pit following the approval of a mining permit by the
Mongolian Government. This milestone allowed SGS to initiate coal extraction and production
activities at Ovoot Tolgoi, marking the official start of mining operadiin accordance with

the necessary regulatory approvals.

5.4COMMENT ON SECTION 5

In the Opinion of th&P:
1 The existing local infrastructure is robust and fully operational. This includes
transportation routes and systems for the efficient movement of goods to and from the

project area. Additionallythe QPacknowledges the presence of a capable and available
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workforce, ensuring that the necessary expertise is accessible to effectively carry out
mining operations.

1 There aresufficientsurface rights to support the mine plan (refer to discussion in Section
4.2).

1 The existing mineral lease encompa&ssa significant area that is adequate for
accommodating the infrastructure necessary to support ongoing mining operations.
Furthermore, the area within the mineral lease is also sufficient to fulfill potential future

infrastructure requirements that mayreeessary foiuture mining operations.
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6. HISTORY

V.S. Volkhonina carried ouhe firstgeological investigation in the Nariin Sukhait area in 1951
and 1952, including a geological mapping at a scale of 1:500,000.

A Mongolian exploration survey led by D. Dashtsergn 1971 identified the first coal
occurrencen the Nariin Sukhait area.

Exploration Unit No.15 of Ulaanbaatar Geological Research Gralbgegiuentlyconducted a
furtherstudy of the Nariin Sukhait coal depasit1991 including field mapping, trenching, 34
boreholes, coal quality teisg, and resource estimation for the two most promising resource
areaswhich are now controlled by MAK and located outside the property owned by &AGS
total Inferred Resource of 125,519,000s to the +1,450m level, corresponding to 75 to 90m

depth,were reported &sed on standards$ the forme Soviet Union

SGS disregarded the historical estimate due to itscoarplian@ with the NI 43101 standard

and the boundaries of the coal resource were not clearly defined. SGS independently carried
out exploration, geological modeling, and resource estimation, excluding any previous Nariin
Sukhait exploration work. SGS had mtentionof upgrading the historical estimate to meet

the NI 43101 standard.

The Russian resource classification system and the MIO43categories are not directly
comparable, which means that the current N{1@3 resource estimates cannot be directly
compared to the Russian classification systdh¥3-101 criteria applied to coal deposits for
the purpose of determing thecoal resources and reserves include both "Geology Tame"
"Deposit Type".This classification of a coal deposit into a specific type helps establish the
rangelimiting criteria that can be applied duringetbstimation of resources and reserves.

The Mongolian State Geological Centre has documented the history of the depgmiblit
report which is accessibte the public (Dashkhoraét al, 1992). This study defined the seam
nomenclature currently employed at Nariin Sukhait.
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Norwest conducted comprehensive studies of the depost aheeh were based on their
management of exploration programs carried out between @%053200Q In addition, they
conducted mine planning studies up u2i09in the Coal Mine which provided updated
information and insights for the deposit ald&GS supervised exploration work in 20815S

supervised all subsequent exploratreork from 2011 up tdhe time of this TR preparation.

RPM completednultiple NI 43-101technicalreportsfor the Coal Mingn March 2011, March
2012, and May 2016 and a technical review of the mine plan in April 2016.

In 2011, RPM declaregisurface (<300mMeasuredResource 081.82 Mt, IndicatedResource
of 15.88Mt and Inferred Resource of 1.88 kdr the Sunset and Measured Resourcg4od5
Mt, Indicated Resource 019.92 Mt and Inferred Resources of 11.04 N&ir Sunrise.
Underground (30®00m) Measured Resource 46.58 Mt, Indicated Resource of0B9 Mt

and Inferred Resource of 13.35 Mt Sunset and Measured Resourcé d2 Mt, Indicated
Resource of 221 Mt and Inferred Resource of 70.808tr Sunrisewere also calculated.
Concurrenyy, Proven Reserve of 33Vt and Probable Reserve of 36.8It for Sunset and

Proven Reserve of 203t and Probable Reserve of 8.Vt for Sunrisewereissued by RPM.

In 2012, RPM declaredsrface (<300m) Measured Resource of 57.8IMticated Resource
of 35.8 Mt and Inferred Resource of 18.Mt for the Sunset and Measured Resource of075.5
Mt, Indicated Resource of 2Mt and Inferred Resource of @.Mt for Sunrise. Underground
(300-600m) Measured Resource of 51I4t, Indicated Resource ¢10.40 Mt and Inferred
Resource of 25MMt for Sunset and Measured Resource of AM86, Indicated Resource of
22.90 Mt and Inferred Resource of 30.01t for Sunrisewerealso calculatedConcurrently,
Proven Reserve of 40®t and Probable &serve of 31@Mt for Sunset and Proven Reserve
of 71.8 Mt and Probable Reserve 25.10 Mt for Sunrisewereissued by RPM.

Thetotal Resources for the Ovoot Tolgoi Deposit have undergone significant chiar2f@ko
compared to the previous estimate conducted in 2012. The changes are attributed to the
reclassification and exclusion of certain resource categories based on their economic viability
and data availabilityNo Reserves were declared in 2016 Technical Repbé.K€y finding

are listed below.
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1 Underground Resources: Thederground Resources, which were previously included
in the estimate, have been excluded in the current assessment. These resources are now
considered to lack reasonable prospects for eventual economic extdaaitmfalling
coalprices Consequently, their quantity is no longecounted fom the updated Total
Resources estimate.

1 Surface Resources: Thetal Resources for the deposit have increasedsifdace
Resources. This can be attributed to small improvements in the geological model and
an increase in the maximum depth considered for Surface Resehick was
expanded from 300 to 350 meters.

1 Reclassification of Resources: The reclassification of resoutgesto changesin
Geology Type from Complex to Sevdras resulted in changes to the distribution across
different resource categorieNlotably, there is no Measured Resource in the6201
Technical Reportindicated Resource now total 170 Mt, compared to IDB3/2
(Measured+Indicatedh the 2012 estimaténferred Resourcen the 2016 estimates
78.00 Mt compared to 24@Mt in 2012.

DMCL completedaNI 43-101TechnicalReport for the Coal Mine in May 201The resource
and reservestimate presented is materially different from the previous estimate made by RPM
in the2016 Technical Repodue to the reasons listed below by DMCL.

1 The Geology Type classification has begpgradedfrom previously "Severé to
"CompleX which led to a different requirement of spatial distribution of geological data
and thus resource categorization according to G3per88-21 ("GSC 8821").
Resource categories are-alassified accordinglyresulting in the regain of the
Measured Resource in the overall SGS resource portfolio.

1 Surface Resources are more conservatively constrained to the depth of 300m from the
ground surface, compared to the depth of 350m used in the 2016 Technical Report. The
surface Resource (Measured and Indicated) calculated by DMCL is 194.51 Mt
compared to 1700Mt in 2016 Technical Report.

1 A more conservative approach is adopted, compared to the 2012 Technical Report, such
that only undergrounBesources constrained to the depth 500m is considered to be of
reasonable prospects for eventual economic extradtinderground Resources have

been reestablished due to recovering coal market conditiorthenPRCand SGS

Page39 of 215
NATDOCS\79202089\V-12



OBAW

long-term plan of firepower plant near to the mine site which will require a substantial
supply of thermal coal nearby. DMCL calculatedlerground Resource (Measured and
Indicated) of 107.69 Mt compared to none in 2016 Technical Report.

1 Proven Reserve of 99.49 Mt and Probable Reserve of 14.68 Mt was also declared for

the Coal Mine compared to none in 2016 Technical Report.
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7. GEOLOGICAL SETTING AND MINERALIZATION

7.1 REGIONAL GEOLOGY

The South Gobi regioof Mongolia has a geologathistorywhich ischaracterized by the

collision of continental plates and subsequent crustal extension, similar to theaBasin

Range stylerustal extensianThe region is primarily composed of elongated mountain

ranges that trend in an eas¢st direction. These mountain ranges consist of crystalline

basement rocks, which are dominant and are affected by faults with intermediate to high

angles. These faulitsdicate both compressional and extensional movements. Intervening

basins are present between the mountain rai@esmountain ranges and basins in the South

Gobi region also contain sedimentary sequences that range from the Late Cretaceous to

Permian ages. These sedimentary sequences are overlain by unconsolidated sedimeents of

Quaternary age.
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illustratesthe geological characteristics of the Nariin Sukhait Coal Deposit.

The Coal Mine, situated in the Nariin Sukhait region, is one of the active coal mines in the area.
It consists of two maipits: the SunseRitto the west and the SunriBé to the east. The primary
geological feature closely associated with the Ovoot Tolgoi Deposit is the Nariin Sukhait fault.
This fault has a curved shape and runs in anvweest direction with a moderate dipextends
latitudinally along the edge of the Ovoot region, vixtildle Jurassicoalbearingsedimentary

rockson its southerflank and Quaternary sediments on its northern flank

Coalbearingsedimentary rocks, such as conglomerates and sandstones, can be found within
the southern portion of the fault. On the other hand, the northern part of the area has experienced
the deposition of Quaternary sedimenthe coal deposits are distributed along the southern
side of the fault. Moving eastward from the southern side of Nariin Sukhait, there are several
rifts that extend towards the north and northwest. These rifts act as divisions, creating multiple
smallerblocks within the area of sedimentargks that contain coal. The sedimentary rocks in

the area have a northward dip of approximately 45° to 60°. The presence of shallow folds
suggests movement and deformation caused by tectonic forces. Furthermore, the Nariin Sukhait
fault exposes Late Permianalbearing sequences.

The Upper Cretaceous terrigenous formations are believed to have formed due to tectonic
compression, while the Quaternary sediments are associated with fault zones. The structure at
the historical drilling site isharacterized by a simple monoclinal structure, and the coal seams

dip at angles ranging from 12° to 83° from north to south.
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Figure 7-1. Geological Map of the Nariin Sukhaivhichillustrates the geological characteristics of the Nariin Sukhait Coal Deposit.
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7.2COAL-BEARING SEQUENCES

The initial geological exploration activities in the Nariin Sukhait region took place in 1991,
conducted b¥xplorationUnit No. 15 of Ulaanbaatar Geological Research Group. Additionally,

the Mongolian State Geological Center conducted exploration and reported the existence of ten
(10) coal seams (Dashkhorol, Baatar, Dashdondov, & Orgil, 1992). The estimated overall
thickness of the codbearing sedimentary sequence in the region is 1B7Q@Vithin this
sequence, the cumulative thickness of the coal rdnge8 meters to 250 m, with the majority
occurring inSeamNo. 5 The interburden, which refers to the material between the coal seams,
consists mainly of sandstones and conglomerates. Inside the coal seams, the partings are

primarily composed of mudstones and carbonaceous mudstones.

Based on the existing geological knowledge of the deposit, Seam Groups such as Seam Nos. 4,
5L, 5U, 6, 7, 8,9, 10, and 11 have been identified. Each Seam Group is subdivided into multiple
layers, also referred to as plies, based on the presence of padiagal within the Seam
Groups. The seams within the deposit are typically thick and have steep dips, although the

geological characteristics vary significantly throughout the deposit.
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present the general stratigraphy of the Sunrise and Sunset risjuisctively, based on the
average apparent thickness derived from drillhole data. However, it is crucial to acknowledge
that thegeology exhibits high variability, and the generalized stratigraphic columns represent
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average values from intersected drillholes. They may not accurately represent all areas of the
deposit since drillholes often do not intersect all Seam Groups.

Seam Nos. 5L and 5U, which are found in the Sunset and Seritgsprovidemost ofthe coal
resources used in the coal mine. Seam Nos. 6 and 7 in the Rihaisefound to be potentially
related to Seam Group No. 8, 9 and 10 in the SuPiteThe existence of Seam 4 was also

revealed through exploration efforts in area B of the Nariin Sukhait coal deposit.

In the SunsePit, the remainder of the coal resource is identified in SeasmmAN@, 9, 10 and
11, containing multiple discrete seams. Meanwhile, the SeasnIN@ and 3 in the Sunrigat
described in the early exploration activities at Nariin Sukhait have not been identiB&Bm

concession
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Figure 7-2. Simplified Stratigraphy of the Sunrise Pit (RPM, 2016)
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Figure 7-3. Simplified Stratigraphy of the Sunset Pit (RPM, 2016)
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7.3STRUCTURAL GEOLOGY

The structural geology of the Ovoot Tolgoi deposit is considerdethighly complex. There

are significant variations in the thickness of calmgroups, individual plies, and interburden
units. These thickness variations are attributed to structural deformations within the stratigraphic
layers. The primary mechanisms responsible for these deformations are interpreted to be
extensive shearing withithe coal seams, leading to coal "stacking" and "wats'well as

thrust faulting, which results in threpetition of the stratigraphic sequenB®\, 2016).

Extensive structural deformation was observed in the current workings of the Ovoot Tolgoi
deposit during site visits conducted\mriousQPs. This deformation is evident through various
indicators, including the presence of slickensided surfaces and sheared foliation within coal
units. Additionally, apparent isoclinal folding, fault and shear discontinuities, and angular
disconformities asxiated with faulting were also observed. These observations highlight the
substantial influence of structural defoima on the geological characteristics of the deposit.

7.3.1SunrisePit

The SunrisePit is located in the southeastern part of the mining license of MAK. The
stratigraphy in the SunrisBit has a steep dip, with an average range of 30° to 50°. The
stratigraphy in the eastern part of the field dips towards the southeast, while in the central
portion, it dips towards the south. In the western part of the field, the stratigraphy dips towards
the west, creating a half dome shape. These dip directions reflect the general tilting and curving

of the rock layers in their respective ase

The coalbearing section in this area dips towards the southeast at an average angle of
approximately 35°. Within this section, Seam No. 4 is positioned below Seam No. 5, while
Minor Seams Nos. 6 and 7 are situated above Seam No. 5. Although a diréatiocorhas not

been definitively established, it is probable that Seam Nos. 6 and 7 are equivalent to Seam Nos.
8, 9, and 10 in the Sundei.
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Seam No. 5 is of particulamportanceas it contributes significantly to the estimated coal
resources within the Sunrideit. Currently, mining operations by MAK are focused on

extracting coal from Seam No. 5.

B U, Sl . et

e+

Figure 7-4 illustrates that the mining activity in this area follows the axis oégaonal scale

antiform, a geological structure that extends southwest from SIEKst Pit. This antiform

serves as the foundation for the calculated resources at the Ritasdetermined by the SGS.

The Sunrise Extension area exhibits a high level of structural deformation, which has proven to
be quite complex. In 2015, RPM conducted a geological review incorporating exploration
drilling results from 2014 in an attempt to enhance the understanding géology of the area.

The stratigraphy is believed to have a steep southeast dip. However, the correlation of coal units
in the drillholes within the Sunrise Extension area has presented difficulties. Additionally, there
are swift variations in the thkoess of coal units that are difficult to comprehend without
considering the presence of complex fault systems. These fault systems would play a role in the
displacement and distortion of the coal units, leading to the observed irregularities in thickness.
It should be noted that the current dataset does not provide strong support for the existence of
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such fault systems. The area is considered to have undergone significant structural deformation
that cannot be fully characterized at this stage. Nevertheless, the estimation of coal volumes and

qualities primarily relies on the extent and distributionifing data available.

Figure 7-4. Coal Seam Exposure in the Sunrise Péal{ruary2024)

7.3.2 SunsePit

The SunsePit is positioned in the southwestern section of MAK's mining license. Within this
area, the coal resources are found on a monocline that dips towards the southeast. This
monocline stretches from the northwest exposure of the Sunset Pit to the MAK pibdsiisle

that the southeaslipping monocline observed represents a preserved limb of a larger geological
structure, specifically a southwgstinging antiform. This antiform extends in a northeast

southwest direction, with its origin located at the nodkinexposure of the Sunset Pit (refer to
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Figure 7-5). The presence of the southedgtping monocline suggests a folding pattern that

aligns with the larger antiform structure, indicating a regisgale deformation in the area.

The SunsePitis divided into two distinct resource blocks: the southern block and the northern
block. These blocks are separated by a thrust fault system that plays a crucial role in controlling
the distribution of coal within theit. This interpretation was proposed by Norwest. In the
southern block, the rocks have a steeper dip and have undergone movement over the northern
block. The northern block contains a repetition of the upper seams, specifically Seam Nos. 8, 9,
and 10.

In 2010, additional drilling activities took place, leading to «agelation of the seams by
MGBS. This recorrelation identified the fault repeat of the upper seams as Seam No. 5. Based
on the interpretation of existing data, there is a complex fané i the Sunset Extension area,
extending in a northeasbuthwest direction from the northwest exposure of the Sunset pit to
the MAK pit. However, the precise location of the fault zone in a southwest direction remains
uncertain due to insufficient diihg (RPM, 2016).Further exploration and drilling efforts are
required to obtain more data and clarify the southwest extent of the fault zone. It is important to
note that the geological model developed by MBGS in 2010 and 2011 did not incorporate the
presence of faults itheir interpretation because it is believed that including faulting would not
significantly enhance the confidence and reliability of the geological model at this stage. The
exact positioning of seams within the fault zone requires ongoing monitoringgthro-pit
mapping and geotechnical studies, and these observations need to be regularly updated on a
shortterm basis. These findings highlight the complex geological nature of the ®ithséth

faulting playing a significant role in the distribution and repetition of coal seams.

The dip angles and distribution of coal seams in the S&isetry depending on their location.

In the northern part of Sunset, the seams dip at an approximate angle of 20° towards the
southeast. However, as you move south of Sunset, the dip angle increases to about 45°. In the
western part of thpit, the seams dip towards the southwadditionally, in the eastern part of

the Sunset Field, the stratigraphy generally exhibits a ssmuttheast dip, ranging from 40° to
60°(RPM, 2016)lt is important tanote that the Sunset Extended area shows more variation in
terms of seam dip and dip direction compared to the eastern portion of the Sunset Field. The

Pageb3of 215
NATDOCS\79202089\V-12



QOBAW

variations in dip angles and the distribution of coal seams within the Seimseghlight the
geological complexity of the area. Understanding these factors is crucial for efficient coal

extraction and accurate estimation of coal resources withjpitthe

The majority of the coal resources within the southdgsiing coalbearing sequence is found
in Seam Nos. 5L and 5U. Theseal seams likely contain significant coal deposits that can be
economically extracted. Additionally, a significant portion of the coal resources in the Sunset

Pitis located in the upper seams, specifically Seam Nos. 8, 9, and 10.

Figure 7-5. Coal Seam Exposure in the Sunset Palruary2024)

7.3.3 B FieldProspect

Mining has not commenced itne B Field Prospect However,another Mongolian mining

company calledUsukh Zoos is actively mining along the northwestern border of6S&S
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concessiorthat encompasséise B Field ProspectExamination of the pit exposure reveals the
presence dfight folding and faulting, with minimal displacement apparent in the coal seams. A
similar observation was made during the assessment of core photos and the limited remaining
core holes in the field.

After analyzing core photos and interpreting coal seam continuity, it has been observed that
different coal seams within the area exhibit varying inclinations, ranging from 12° to as steep as
83°. The SGS resource geology team initially identified uppar 8eam Nos. 10, 9, 8, 7, and

6, as well as lower Seam Nos. 4, 3, 2, and 1. Measurements taken from intercepted coal seams
indicate that the lower Seam Nos. 4, 3, 2, and 1 dip from 12° to 58° to the south and seem
unaffected by faulting. In contrast, thpper Seam Nos. 10, 9, 8, 7, and 6 dip from 20° to 83°

to the south and show moderate deformation due to faulting events.

According tothe initial interpretatioby SGS sesource team, there were lower Seam Nos. 4,
3,2 and 1 and upper Seam Nos. 10, 9, ,8arnl 6.However, he subsequenstratigraphic
interpretation by EAMC in 2028uggests that the lower coal seams are equiviaéné upper

coal seamsn theopposite side of an interpretéllt. Therefore, Seamh corresponds to Seam

10, Sean® corresponds to Sea#y Sean® corresponds to Sea&) and Seani corresponds to
Seam?. BAW concurs with this interpretation as it aligns better with the geological context,
considering theadjacentstratigraphic sequenagf the Coal Mine Importantly,suchrevised
seamnumberinghas minimal impact on the overall resources and the future extraction of these

resources.

7.3.4 C Field Prospect

The C FieldProspectrepresents another prospect located southeaste@unrisePit . It is
currently in the early stage of exploratidvore drilling is required in order to establisith a

properstructural understandirend hence resource estimation in the future
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7.4CoAL SEAMS

The primary concentration of coal in the Sunset Pit is situated in an exposed area of upper
Permian sediments, specifically within the hanging wall of the Nariin Sukhait Fault. Dashkhoral,

et al. (1992) introduced the naming system for the seams in saulikes, assigning ascending

order labels to the upper seams. Seam No. 5, positioned in the middle of the sequence and known
for its significant thickness, was designated as the thickest seam. Subsequent exploration
activities led to the discovery of atidnal splits and seams within the previously identified coal

packages.

The thickness of each seam group, based on apparent thickness derived from drill intercepts, is
presented in the tables below. Additional data can be f@rnat! Reference source not

found. 7-1, Table 72 and Table -B. Moreover,Table 74 and

7-5 present the nomenclature used in the Sunset and Sunrise$pctively.

Figure 7-6. Photo of ukh Zoos mining operation (looking south) showing the edgefadl@on
the right side
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Figure 7-7. Remnants of core drilled from NSB-D&BC

Table 7-1. Coal Seam Thickness of the SurBet{RPM, 2016)

Average Cumulative Coal Apparent

Seam Group . Maximum Cur.nulative Coal Apparent
Thickness (m) Thickness (m)
11 0.06 2.97
10 11.90 34.20
9 250 56.8
8 6.50 29.90
5U 45.10 204.32
5L 36.70 140.0

Table 7-2. Coal Seam Thickness of the Sunrise(RPM, 2016)

Average Cumulative Coal Apparent Maximum Cumulative Coal Apparent
Seam Group ) )
Thickness (m) Thickness (m)
7 8.10 20.0
6 19.80 57.20
5U 29.0 100.@

NATDOCS\79202089\V-12
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5L 54.30 144.2
4 6.45 24,92
Table 7-3. Coal Seam Thickness of B FifldAMC, 2022
Average Cumulative Coal Apparent Maximum Cumulative Coal Apparent
Seam Group ] )
Thickness (m) Thickness (m)
10 8.05 19.61
9 5.88 12.80
8 9.98 20.29
7 4.79 9.20
6 2.18 2.73
4 3.03 6.76
3 4.86 20.95
2 2.61 8.00
1 2.97 5.40
Table 7-4. Nomenclature of Sunrise Seam Groups
Seam Group| Seam Group| Seam Group
Seam Group 5U Seam Group 5L
7 6U 6L
7L5 6U2 6L2 5U322 5L232
5U32
7L4 6U12 6L122 5U321 5L2312
6U1 5U3 5L231
7L32 6U11 6L121 | 6L1 | 5U312 5L2311 5L23
7L3 5U31
7L31 6U0 6L12 5U311 5L222
7L2 6L0 5U222 5L221 5L22
5U22
7L1 5U221 5L212
5U2
5U212 5L211 5L21 5L2
5U21
5U211 5L122
5U12 5L121 5L12
5U11 5U1 5L112
5U0 5L111 5L11 5L1
5L0U
5L0L 5L0
Source: RungePincockMinarco (2016)
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Table 7-5. Nomenclature of Sunset Seam Groups

Seam Group 10 [ Seam Group 9 | Seam Group 8 Seam Group 5U Seam Group 5L
105 952 82 5U33 5L32
95 8 5L3
1042 104 951 81 5U32 5U3 5L31
1041 94U 80 5U31 5L232
5L23
103U 942 94 5U222 5L231
1032 103 941 5U221 | 5U22 5L230
1031 940 5U220 U2 5L222 | 5L22 | 5L2
1022 932 5U212 5U | 5L221 5L
102 93
1021 931 50211 | 5U21 5L212
5L21
1012 0 92U 50210 5L211
101
1011 922 5U122 5L122
91 5U12 5L12
921 5U121 5L121
5U1 5L1
920 5U112 5L112
5U11 5L11
91 5U111 5L111

Source: RungePincockMinar¢g2016)

7.5CoAL QUALITY

Coal quality of each seam group, confined to theiirresource (depth within 300m below
ground surfaceyvithin the Sunrise Pit and the Sunsetd?# determinetdased on SGS latest
resource model, and 2023 coal production and coal products quality and the master coal quality

database

Table 7-6. Coal Quality by Seam GroupSunrise Pit (<300m_Drillhole Database)

Coal ™ IM ASH TS VM FC CvV ASG -
Seam | oi ad  %,ad %, db % ad % db % ad callg ad g/mn? '
5L 625 096 1381 099 3373 5250 6555 140 5809
5U 8.15 106 1311  1.05  33.65 5927 6450  1.38 57.4
6L 0.81 103 1396  1.03 3566 5111 6423 143 68.0
6U 8.21 103 1410 096 3358 5253 6443 140 622
7L 7.80 142 1403 089 3553 4970 6291  1.33 39.6
Average| 7.67 103 1337 103 3378 5681 6476  1.39 58.0
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Table 7-7. Coal Quality by Seam GroupSunset Pit (<300m_Drillhole Database)

™ IM ASH VM FC TS ASG Ccv
Coal Seam CSN  Gru
%,ad %,ad %,ad %ad %,ad %, ad g/mm3 cal/g, db
5L 3.54 1.50 1145 33.49 54.13 0.87 4.7 68.5 1.37 7,095
5u 451 1.31 9.69 31.90 57.26 0.75 4.3 66.2 1.35 7,284
S# 517 2.39 17.77 3279 47.52 1.26 2.8 32.8 1.44 6,476
O# 5.59 1.95 1557 3298 50.18 1.46 3.6 42.0 1.39 6,667
10# 5.20 1.74 19.25 32.18 4751 1.38 2.9 0.0 1.45 6,323
Average 4.34 1.60 13.40 32.86 52.66 1.03 4.1 50.2 1.39 6,902

Table 7-8. Coal Quality by Seam GroupB Field (<300m Drillhole Database)

Seam ™ IM ASH VM TS SG cv

Group % %, ad %, db %, daf %, ad o g/mm3  cal/g, db
1 6.88 1.48 16.49 42.72 1.14 58.89 1.33 6,370
2 8.06 1.63 17.96 41.18 1.18 58.68 1.33 6,200
3 8.29 1.53 17.01 42.03 1.41 67.72 1.34 6,390
4 7.71 1.57 17.51 41.47 1.61 65.46 1.37 6,347
6 4.23 171 10.33 42.43 1.10 63.94 1.33 6,908
7 3.59 1.73 15.02 41.04 1.23 36.33 1.33 6,355
8 4.34 1.65 15.53 41.48 1.23 60.06 1.33 6,454
9 431 1.59 17.07 41.40 1.26 47.33 1.34 6,301
10 4.17 1.58 19.14 40.81 1.43 33.27 1.37 6,096

Average 5.73 1.61 16.23 41.62 1.29 54.63 1.34 6,380

BAW understands that all coal products are currently exportdtetBRC Hence, coal quality
tests are performed pursuant with tldhinese classification of coal€'GB/T 57571).
Accordingly,the coal seams of the Sunrise, Biinset Piand B FieldProspectre classified as

1/3 coking coal, gas coal and 1/2 medium caking coal.
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8. DEPOSIT TYPES
8.1GEOLOGY TYPE

According to theGSC 88-21, the Geology Type is determined based on the geological
complexity of the coal deposit. The complexity is assessed by considering the seam geometry
resulting from both the sedimentary processes during deposition and subsequent deformation.
The GSC dfines four categories of Geology Type to differentiate the level of complexity within

the deposits.

The Geology Type categories, as defined inGIS€88-21, are as follows:

1. Low: This category includes type A, B, and C coal deposits thatrhenmal tectonic
deformation. The coal seams in these deposits are generally unfaulted, although small
displacement normal faults and compactielated faults may occur. The dip of the
coal seams ranges from 0° to 5°.

2. Moderate: This category represents coal deposits that have experienced some degree
of tectonic deformation. These deposits exhibit homoclines or broad open folds, with
the inclination of bedding typically less than 30°.

3. Complex: Coal deposits classified as complex have undergone a relatively high level
of tectonic deformation. These deposits exhibit structures such as tight folds, some of
which may have steeply inclined or overturned limbs, as well as faults.

4. Severe: This category encompasses coal deposits that have experienced an extreme
level of tectonic deformation. These deposits exhibit common structures such as tight
folds, steeply inclined and overturned beds, and large displacement faults. The coal
seans in severe deposits may undergo structural thickening and thinning compared to

their predeformational thickness.

The classification of coal deposits into Geology Type categories by the GSC serves the purpose
of providing a framework for understanding and distinguishing the geological complexity of
coal deposits. This classification is based on the characteristeamfgeometry resulting from
deposition and subsequent deformation processes. By categorizing coal deposits into different
Geology Types, the GSC aims to facilitate a better understanding of the geological features and

complexities associated with eachdydhis classification helps geologists and researchers in
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assessing and interpreting gteuctural characteristics, tectonic history, and potential challenges
related to coal extraction and mining operations. It also aids in predicting the behavior of coal
seams and associated rock formations, guiding deemsaking processes in coal expltoa

and resource evaluation.

In the 2012 Technical Report, RPM determined that the Geology Type of the Coal Mine was
described as "Complex." This finding aligns with the classification stated in previous reports
prepared and submitted by SQR in accordance with the guidelines of-Nl143owever,
following a site visit conducted in 2015, RPM reevaluated the Geology Type and stated in the
2016 Technical Report that it should be reclassified as "Severe." Based on the drillhole data, it
is evident that the Geology Type in the SunriseeBsion area can be categorized as Complex
and SeveréRPM, 2016).The difficulties encountered in interpreting and correlating the seams

indicate the complexity of the geological conditions in the area.

To address the issue on Geology Type and prepare an updated mine plan, SQR engaged DMCL
in late 20160 conduct aindependent technical reviespnsideringhe latest information and

mining operations, including additional drilling carried out after the 2015 site visit mentioned in
the 2016 Technical Report. Aftanalyzingthe drillhole data and resource model, DMCL's 2017
Technical Report determined that the coal mine had undergone significant tectonic deformation.
This deformation included the preseméean eastvest trending regional thrust fault, where the
hanging wall strata had experienced various secondary feldlig coal seams in the mine
generally exhibited inclinations between 35° and 55°, although occasionadidal dips were

observed.

According to the findings outlined in the 2017 Technical RepdtMCL, there was inadequate
evidence to substantiate the Geology Type classification stated in the 2016 Technical Report.
Specifically, in the Sunrise and SunB@s, significant displacemeatongfaults were generally

not presentlt was observed that tight folds, steeply inclined beds, and overturned beds were not

commonly encountered in those ardag\res 81 and Figures-2).
The discrepancies in the Geologype conclusions between the 2016 and 2017 Technical
Reports can be attributed to DMCL's ability to directly observe coal seams exposed during

Page62 of 215
NATDOCS\79202089\V-12



OBAW

mining operations in 207 (refer toFigure8-3, Figure8-4 andFigure8-5). These observed coal

seams exhibited normal stratigraphic sequertbeknessand continuity.

BAW suppors the findings of the 2017 Technical Report, confirming that the Geology Type

classificationof theCoal Mineis underthe Complexcategory

BAW:'s technicafteviewof the B Field Prospect indicatthatless drilling andechnicalstudes

have been completed relative to the producing la@&gling to a preliminary stage of structural
comprehension. Currentl{he B Field Prospects categorized undehe SevereGeologyType

due to the presence of tight folds, steeply inclined beds, and faulting observed in the core
samples and neighboring operational mine. Coal seams withihField Prospectypically dip

from 12° to 83°.
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Figure 8-1. Inclinedcoal seamareobserveditthe SunsePit but the coal seams and

stratigraphy are generally very continuous (looking northeast)
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Figure 8-2. Tight folds and steep inclined beds are observed at Sunrise Pit but the coal seams and stratigraphy are generally very
continuous (looking northwest)
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Figure 8-3. The coal seams and stratigraphy are generally very continuous at the Sunset Pit. Extensive tight folds, steeply inclined and

overturned beds and large displacement faults are not observed at the Sunset Pit (retrigie@@bmTlechnical Report)
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Figure 8-4. The coal seams and stratigraphy generally do not show extensive tight folds, steeply inclined and overturned bedsspiddangend
faults at the Sunrise Main Pit (retrieved fréme 2017 Technical Report)
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Figure 8-5. The coal seams and stratigraphy generally do not show extensive tight folds, steeply inclined and overturned bedsspiddengend
faults at the Sunrise Extension Pit (retrieved ftbe2017 Technical Report)
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8.2DEPOSIT TYPE

The GSC 8821 defined deposit type as the probable extraction method that would be used to
recover coal, as the mining method in many instances dictates the manner of calculation
guantification parameters as setmtkness. The deposit type is categorized into four groups:
surface, underground, n@onventional, and sterilized. Each category is defined as follows:

1. Surface: This category encompasses deposits that can be extracted by removing
overburden from the surface using techniques such as truck/shovel, dragline, or other
mining methods. Coal seams that extend from the original ground surface down to a
depth of ®0m are classified as surface mineable deposits, typically extracted through
the operpit mining method.

2. Underground: These are deposits that would be extracted using techniques such as
roomandupillar, short wall, long wall, and hydraulic methods from surface drainages.

3. Non-conventional: This category includes deposits that are located at significant
depths and are extracted using techniques such -sisuimgasification or other
unconventional methods.

4. Sterilized: These deposits are unavailable for mining due to restrictions imposed by

legislation, environmental concerns, or other factors.

According to the 2012 Technical Report, coal resources located betweeraBd®B00M from

the ground surface were classified as undergr&esburces. However, in the 2016 Technical
Report, these resources were deemed to have no reasonable prospects for economic extraction
using underground mining methods. As a result, the mineral resource estimate in that report did
not include anyindergroundResources. This conclusion has been reached based on the revision

of the geological understanding of the deposhich was learnt by a review of drillhole data

and observations made during the site visit.

Nevertheless, the 2017 Technical RepgrDMCL presente@nothemperspective that there are
reasonable prospects for extracting coal resources between 300 m and 500 m using underground
mining methods, under the following conditions:
a) Significant improvements in the Chinese coal market conditions compared to those at
the time of the 2016 Technical Repahd
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b) Substantial increase in coal prices, surpassing the levels observed in 2015 and 2016.

BAW is of the opinion thathtese factors collectively suggest the potential for economically
extracting coal resources through underground mining methods within the specified depth

range.
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9. EXPLORATION

9.1INTRODUCTION

In late 2004, IVN conducted the initial modern systematic exploration at Ovoot Tolgoi. This
phase involved drilling five boreholes in the Ovoot Tolgoi Deposit area, which is now part of
the mining license under SGS. From 2005 to 2006, exploration daltitigties continued with

a primary focus on delineating the surface resource. Additionally, general exploration activities
were carried out along the entire Nariin Sukhait trend. In 2008, the exploration drilling activities
shifted towards expanding thenderground resource in the Sunset Fidid. 2010, the
exploration efforts included infill drilling and extended drillhole coverage in the western part
of the Sunrise Field. In 2011, the exploration work involved further infill drilling and increased
drillhole coverage in the Sunset Extension. 20&4 drilling program exclusively targeted the
Sunrise Field, with 14 drillholes in the Sunrise Extension and 3 drillholes in the western part of
the Sunrise Main Pit. In 2016, a total of 22 drillholes were comgletvith the primary
objective of testing the further extension of coal resources beyond the eueaiftoperation

Several geological exploratieand mapping activities were previously conducted in the

Nariin Sukhat Coal Deposit to identify the lithology and mineralization in the area (refer to
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LEGEND
Upper Quatemary Sand, Gravel, Loam

Alluvial gravel, sand of various grains, sandstone,
loam,

1 Jils

Lower Cret. Ukha Forma
siltstone, conglomerate, argillite

Upper Jurassic Sharhotgor Formation; thick gray coarse- to
medium-grained sandstone, poorly cemented conglomer ate
with intercalations of gravel and siltstone

Middle Jurassice Orgilohbulag Formation; coal. siltstone. gravelite,

conglomerate, sandstone

Lithological Markers
% Argillite E Structural Measurement
E Siltstone Coal Seam 5 Outcrop
@ Sandstone Other Coal Seams
Conglomerate Soviet Era Drillhole

Calcified Zone
Zone with iron oxides and siderite
Fault

SGS LLC-License Border

). The simmary of theesultsof these activities isabulatedoelow.

Table 9-1. Summary of Accomplishments of Exploration and Mapping Activities in Nariin

Sukhait Coal Deposit

Year

Leading Person(s)

Accomplishments

19511952

V.S. Volkhonin

Prospecting work was carried out over a vast area encompassi

entire district on a scale of 1:500,000. During this exploration,

occurrences labeled as Mr. | andwvére discovered.

1954

NATDOCS\79202089\V-12

Under the leadership of Efrimov, the Russian paleontoloc

expedition identified continental sediments of Permian age ir

area. This was the first time such sediments were distinguish

the region.
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Accomplishments

Volkhonin postulated that the volcanic sediments underlying
sediments were of the same age as the sedimentary layer

identified it to be Carboniferous in age.

Exploration and examination of coal in the district wasducted.
During this exploration, the Gurvantes coal deposit was discov
in the area marked as the 17704708 square. The reserves of 1
Gurvantes coal deposit were estimated to be 327 thousand ton
grade A, 132 thousand tons with grade B, a0d thousand ton:
with grade C1, making a total of 661 thousand tons. Furthern
based on the findings from the Khokh Dovi well, a route survey

conducted to gather additional information and insights.

Year Leading Person(s)

1959 V.S. Volkhonin

1960 A.A. Kurlesh
I.l. Volchka, B.

Luvsandanzan, O.D.

Suetenko, and others

A thematic study was conducted to examine the stratigra
classification of Paleozoic sediments in the district. This st
aimed to validate the age of the sediments previously determin
the researchers mentioned. Byalyzingpaleontological findings

the age of the sediments was confirmed and further supported

Prospecting work was carried out in the Nariin Sukhait dep
leading to the discovery of 11 coal layers. The estimated total
deposit up toa depth of 10 meters was determined to be :

thousand tons.

A thematic study specifically targeting the tectonic and stratigra
aspects of Triassic sediments was undertaken. ideified the
Noyon Sum depression, which is acknowledged as the la
continental structure encompassing Triassic sediments withir

territory of the country.

1971
D. Dashceren and S.
Jagar
A.A. Massovsky, O.
1976 Timurtogo, G. Badarch
and others
1992 J. Dashkhorol

Exploration work was conducted in the Nariin Sukhait deposit,
in certain areas, the resources were found to be potentially v
for production. Specifically, in the Huren Tologi and Eastern p
of the deposit, the reserves were calculated to 8995 thousanc
tons in total,consideringdifferent production levels (A+B+C)
Furthermore, it is estimated that the total coal deposit at a deg
75-90 meters amounts to approximately 125,519.9 thousand
This estimation reflects the potential coggources available withii

that specific depth range.
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Year Leading Person(s)

Accomplishments

Marc S. Hendrix,
1996 Stephan A. Graham,

and others

In the lithology and facies studies conducted in the syncline, the
was to understand the ancient flows and determine the orig
sediment in the Permian, Triassic, and Jurassic periods.
findings suggest the following:

1. Lower Triassic sediments originated from plain rivers ¢
permanent water bodies, indicating deposition
meandering rivers, floodplains, or deltaic environment:

2. Middle Triassic sediments were deposited by-fsting
rivers and temporary watercourses in the foothills of
mountains, suggesting a dynamic and energ
depositional environment.

3. Upper Triassic sediments have a riverine origin, indica
deposition in river systems. Lower Jurassic sediments |
a lacustrine origin, suggesting deposition in a I

environment.

These lithology and facies studies prowddaluable insights intc
the paleoenvironmental conditions and depositional settings w

the Mr. syncline during the studied periods.

S. Bokhbat, Ts.
19961997 Naranbaatar, G.

Badarch, and O. Dava:

Geological grouping mapping work was conducted in the Ner
area on a scale of 1:200,000. During this study, the coal depa

Nariin Sukhait was identified as being of Triassic age.

20022006

L. Munkhtogoo and G.

Gantulga

Four coal layers have been identified within the sedimentary r
of the Nariin Sukhait region, dating back to the Middle Juras
period (Upper Triassit.ower Jurassic). However, only Se&Nn. 5

has been discovered and thoroughly studied in the central

eastern parts of the area.

20082013

NATDOCS\79202089\V-12

Ch. Minjinand T.

Uranbileg

Research conducted on various aspects of the geological str
of the coal deposits and occurrences in the Gurvasogen district
wasinvestigated. This included analyzing the geological age o
sediments containing the coatrata, studying the lithologice
characteristics of the cebkaring sediments, describing the pl:
and grain content within them, and determining their stratigra

position.
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Year Leading Person(s) Accomplishments

As a result of this research, it was determined that the Gurva
Noyon District, including the Nariin Sukhait Coal Deposit, belol
to the Middle Jurassic Orgilohbulag Formation (J2ob). Tk
findings were then incorporated into the geological map of
deposit, which was approved by the Stratigraphic Commissic
2015. Consequently, the age of the coal deposits is &

categorized and mapped accordingly.

The total coal reserves highlighted in the A+B+C levels amou
to 345.2 million tons. These reserves represent the estin
20062014 G. Altankhuyag _

amount of coal present in the surveyed area based on the explc

data collected during the specified period.

Other exploration activities conducted in the area include field reconnaissance mapping,
satellite imagery, lineament studies from aerial photogragir$aceresistivity geophysical

surveying and trenching.

9.2SERVICE CONTRACTORS

Sapphire, initially under the supervision of IVN and later SGS, was contracted for geological
exploration field work at Ovoot Tolgoi. The scope of their activities included tasks such as
reconnaissance mapping, trenching, descriptions of drilling retgemdechnical data field

logs, and database development. Sapphire provided competent exploration geologists for a
period of six years, with responsibilities including mapping, recording drilled lithology
descriptions, rock quality determination (RQD), ass®gsfracture frequency, conducting field
pointload testing, performing field free swelling index (FSI) tests, sampling, sample
preparation, and ensuring sample security. These activities were carried out in accordance with
guality assurance procedurespiemented in 2005. Standardized log forms and laboratory

instruction forms in English have been used since 2005 to document all geological data.

Norwest provided support in reviewing the activities and interpreting the findings of the
geological exploration at Ovoot Tolgoi during the years 2005 and 2006. On the other hand,

Sapphire took on the role of personally supervising and assisting SG&iming\vthe activities
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and interpreting the results in the years 2007, 2008, and 2011. The 2010 exploration program
was directed by McElroy Bryan.

9.3GEOLOGICAL MAPPING

Reconnaissance geological mapping has been conducted with the objective of identifying
surfaceexposures of coal resources and determining the presence of geological structures. This
mapping process involves systematically surveying and documenting the geological features
and formations present in the area of interest. By locating surface expokooasresources,

the distribution, extent, and quality of coal deposas be identifiedFurthermore, identifying
structures such as faults, folds, or fractures is crucial for understanding the geological
framework and potential controls on the occuoces and accessibility of coal resources. The
information gathered from reconnaissance geological mappingdeéipthe subsequent

resource assessment and planning for potential mining activities.

9.4TRENCHING

Backhoe trenching has been utilized to investigate the interpreted trend of the coal seams in the
area. This method involves excavating trenches along the suspected path of the coal seams to
gain a better understanding of their presence and to aid idabenment of exploratory drill

holes. Trenching has proven to be particularly useful in areas with shallow cover, where direct

surface exposure of the coal seams may be limited.

However, it is important to note that the information obtained from trenching is subject to
certain limitations. The observed coal seam thickness and structures in the trenches can be
significantly influenced by nesasurface erosion, alteration, and defation processes. As a

result, the intercepts and characteristics observed in the trenches may not accurately represent

the true nature and quality of the coal seams.

Due to the potential unreliability of trenching intercepts as sources of seam characteristics and

structures, they are typically not utilized in the estimation of coal resources. Instead, more
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reliable data from exploratory drill holes and other comprehensive geological investigations are

used for resource estimation purposes.

9.5SATELLITE IMAGERY

Satellite imagery has been employed as a valuable tool in identifying coal seam outcroppings
and interpreting the trend of coal seams. By analyzing-tggblution satellite images, coal
seams based on distinct visual characteristics such as color, textdreopographic patterns

can be detected. These outcroppings provide important information regarding the presence,
extent, and general orientation of the coal seams. While satellite imagery is a valuable tool in
coal seam identification and trend interfation, other geological data and field observations

werealso used for a comprehensive understanding of the coal deposit.

9.6 GEOPHYSICAL SURVEYS

3-D and 2D surface resistivity surveys have been utilized to locate mineralization in areas
where there is a thin cover of surficial material. In addition to resistivity surveys, the area has
also been covered by Bi&PFalcon survey. The Falcon survey is a combined geophysical
survey that integrates gravity, magnetic, and radiometric data collection. By combining the data
from these different geophysical surveys, a comprehensive understanding of the subsurface
characteistics andpotential areas of minerahtion can be determined. The information
obtained from these surveys has been instrumental in guiding subsequent drilling activities.

9.7DRILLING

The details of the exploratory drilling program are provide8Sention10 of thisTR.
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9.8 COORDINATES AND DATUM

The Coal Mineis located inUniversal Transverse Mercat{fiuUTM0) Zone 47, which falls

within the Northern Hemisphere antllizesthe WGS 4&oordinate system. In this coordinate
system, the drillhole collars are surveyed and reported using the UTM grid system. However,
it is worth noting thathelicense coordinates, which refer to the location of the mining license
boundaries or other administrative boundaries, are typically surveyed and reported using

longitude and latitude coordinates.

9.9RESULTS

The exploration process #te Coal Mineinvolved a combination of geological mapping,
analysis of satellite imagery;[3 and 2D surface resistivity surveys, trenching, and drilling to
define the trend of the coal seams, interpret the structure and geology, and identify potential

targets.

Geological mapping provided a detailed understanding of the surface geology, including the
distribution of rock formations, structures, and potential-bealring units. Satellite imagery
analysis helped identify surface expressions of coal seams bagsdi@rcharacteristics such
as color, texture, and topographic patterns. This informdtepedin defining the trend or

direction of the coal seams.

3-D and 2D surface resistivity surveys were employed to assess the electrical resistivity of the
subsurface and identify areas with different subsurface properties, potentially indicating the

presence of coal mineralization.

To further investigate the potential targets identified through these techniques, trenching was
conducted. Trenches were excavated perpendicular to the apparent strike of the coal seams,
exposing the coal seams near the surface. This allowed for direcvatien and sampling of

the coal seams and provided additional information on their thickness, quality, and structural

characteristics.
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Further, drilling was carried out to test the coal seams identified through trenching and other
exploration methods. By drilling exploratory boreholes, core samples were obtained, providing
detailed information on the composition, structure, and minenénbof the coal seams. &de

data verecrucial for resource estimatipooal qualityand mine planning.
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10.DRILLING
10.1INTRODUCTION

Limited drilling activities were accomplished during the Soviet/Mongolian government
sponsored exploration progran#sn exploration program was conducted by IVN in 2004 to
2006 over both the Sunset and Sunrise Fields wherein a section line spacing of approximately
150 meters to 200 meters was employed with a drillhole spacing along a section line of
approximately 50 meterBrilling activitieswerefurther conducted by SG&m 2007 to 2011

to expand its coverage. In 2008, deeper areas of Sunrise Fieldheéveus for drilling with

the purpose of proving up the underground resource. To updradesburce classification,
deeper areas of the Sunrise Field were further drilled in 2014. A total of tivemt{22)
drillholes were completed in 2016 wherein majoritytteé exploration drilling wereplanned

to test the further extension of coal resource outside the current operatiohh&raanmary

of drilling method and drilled area is presented able10-1.

All drill holes have been geophysically logged, except in instances where holes have collapsed.
Depending on the equipment employed, logs were either visually inspected or analyzed using
geophysical logging software. The depths of the drilled seam intiersegvere subsequently
integrated into the geological model.

The table below provides information on the drilling activities conducted in diffareats,
namelythe SunrisePit, SunsePit, B Field Prospectand C FieldProspecsince 2005. Irthe
SunrisePit, 5 boreholes were drilled by IVN, totaling 687 meters in 2004. Exploration drilling
activities continued in subsequent years, with the highest number of drillholes of 131 and the
highestmeters drilled 22,948 occurring in 2005. Additional drilling was carried out in 2006,
2007, 2010, 2014, 2016, 2018, 2019, @0@nd 2023. The total number of drilled holes is 288
with cumulative meterage of 53,971.5 meters using a combination of rotary, reverse circulation

and diamond drilling. All completed drillholes starting 2016 are diamond drillholes (cored).

Exploration drilling in the SunsePit commenced in 2005 and extended over multiple
subsequent years. The drilling activities took place in 2005, 2006, 2007, 2008, 2011, 2018, and
2023. In total, 85 drillholes were completed, with a cumulative drilled depth @P3.5
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meters. A notable amount of exploration drilling took place in the Sunset Field, with a total of
100 drillholes completed in 2005. This intensive drillaggivity resulted in a cumulative drilled
depth of 17,114 meter3his was followed up with a core drilling of 40 drillholes totaling
22,792 meters in 2008.

Drilling activities in B Field were conducted by Tanan Impex and Saarga over multiple
years. Specifically, drilling took place in 2005, 2006, 2007, 2011, and 2016. During these
drilling activities, a total of 80 drillholes were completed, resulting in a cumulative drilled depth
of 12,973.8 meters. The highest numbedmifed holes was in 2011 with a total of 24 holes
and a total drilled depth of 4,777 meters. Meanwhile, Agdir International conducted drilling
activities inthe C FieldProspectn 2023 totaling 5 holes and 726 meters drilled.

Across all fields, a total of 679 drillholes were completed, with a combined drilled depth of
148,746.8 meters. These drilling activities were carried out by several different companies,
including IVN, SGS, Sapphire, McElroy Bryan, Tanan Impex, Norwest, Top Diamont, San

Sharga, and Agdir International.

Table 10-1. Summary of Historic Exploration Drilling

Core Open Total
Field Year No. of Metres No. of Metres No. of Metres Management/ Company
Holes drilled Holes drilled Holes drilled
2004 5 687.00 - - 5 687.00 IVN
2005 38 6,24800 93 16,70000 131 22,94800 IVN
2006 3 1,27300 27 6,08900 30 7,36200 SGS/Sapphire
2007 1 254.00 17 3,43800 18 3,69200 SGS/Sapphire
McElroy Bryan/Tanan
Sunrise 2010 6 99300 53 10,45900 59 11,4%.00
Impex
Pit
2014 17 2,44600 - - 17 2,44600 Top Diamond
2016 2 35000 - - 2 35000 SantSharga
2018 5 939.9 - - 5 939.9 SantSharga
2019 7 1,233.30 - - 7 1,233.30 SGS
2020 7 1,676.40 - - 7 1,676.40 SGS
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Core Open Total
Field Year No. of Metres No. of Metres No. of Metres Management/ Company
Holes drilled Holes drilled Holes drilled
2023 7 1,184.30 - - 7 1,184.30 Agdir International
Sub-total 98.0 17,284.5 190 36,686.0 288.0 53,90.5
2005 13 2,03400 87 15,080.0 100 17,114.0 Norwest/Sapphire
2006 24 5,187.@ 47 10,738.0 71 15,925.0 Norwest/Sapphire
2007 7 2,797.®@ 23 5,333.0 30 8,130.@ SGS/Sapphire
Sunset 2008 40 22,792.0 - - 40 22,792.0 SGS/Sapphire
Pit 2011 37 9,110.@ 20 6,660.M 57 15,770.0 SGS/Sapphire
2018 2 161.M - - 2 161.M SantSharga
2023 5 1,034.9 - - 5 1,034.9 Agdir International
Sub-total 128 43,1159 177 37,811.0 305 80,926.B
2005 - - 20 2,877.®@ 20 2,877.@ | Tanan ImpeAviajor UDR
2006 3 46090 13 1,89640 16 2,357.3 Tanan Impex
B Field 2007 - - 2 345.M0 2.0 345.M Tanan Impex
2011 - - 24 4,777.@ 24 4,777.@ Tanan Impex
2016 18 2,617.5 - - 18 2,617.% SantSharga
Sub-total 21 3,078.40 59 9,89540 80 12,973.8
C Field 2023 6 876.00 - - 6 876.M Agdir International
Sub-total 6 876.00 0 0.00 6 876.M

TOTAL 253 6435440 426 8439240 679 148,74.80

Note: 7 water bores drilled in the Sunrigdt and 13 driltholes located on the adjaceMAK& concessionwere
incorporated into the geological database for modelling purposes bhostnabove.

10.2DIAMOND DRILLING

Core drilling was employed to obtain comprehensive and representative coal samples from the

SunsetPit, SunrisePit, B Field Prospectand CField Prospecfor quality testing and to
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accurately determine the depths of lithological contacts. The number of cored holes completed
across the fields shown inTable10-1.

10.3CORE DRILLING PROCEDURES

Drilling operations at Nariin Sukhait have utilized a range of core drilling equipment and have
been overseen by different entities otiare. Initially, some of the early core holes at Nariin
Sukhait were drilled using singtebe Russiammade core equipment. However, the majority
of the core drilling at Nariin Sukhait has been carried out using wireline drilling systems and

modern tripletubecore barrels.

During the 2005 and 2006 drill programs, trildbe coring was performed under the
supervision of Norwest. In subsequent years, the ttiyfle coring completed during the 2007,
2008, and 2011 drill programs were conducted by Sapphire under the supeo?iS&S.
Similarly, the 2010 drilling program was supervised by MBGS. For the 2014 until 2023
exploration program, triplube coring methods were utilized, and SGS personnel were

responsible for collecting the core samples.

10.4COLLAR SURVEYS

Drillhole collars at Nariin Sukhait are positioned using GPS for accurate and precise positioning

of drillhole locations.

10.5DOWNHOLE SURVEYS

At Nariin Sukhait, downhole geophysical surveys have been undertakenstdrill holes to
acquire supplementary data regarding subsurface conditions and to precisely delineate coal
intervals. These surveys usually encompass measurements such as Caliper, Gamma, and

Density.
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Downhole geophysical surveys have been extensively carried out at Nariin SHkRaet/er,

there has been limited implementation of downhole verticality surveys on the drill holes.
Downhole verticality surveys entail measuring and evaluating the boéehddeiation or
inclination from the vertical direction. These surveys are crucial for deep drill holes (ranging
from 300 m to 400 m) to guarantee precise depiction of subsurface geology and assist in

interpreting geological and geophysical data accurately.

10.6CORE RECOVERY

Core recovery is logged and assessed to ensure accurate data interpretation. The recovered core
length is compared to the core run length recorded by the drillietéomine the percentage of

core recovery. The recovered core is measured and compared to the coal interval thickness
determined from geophysical logs. This helps identify any discrepancies and variations in coal
seam thickness. These assessments ensumrelthbility of data for resource estimation and

mine planning.

10.7DENSITY

The determination of Relative Density (RD) played a significant role in assessing coal samples.
RD tests were conducted on a substantial number of coal sampletetmine their density
characteristics. However, for some samples where RD values were not directly measured, an
estimation was made using the relationship between Ash content and RD based on available

sample data.

To convert RD values to RDAsitu values, the Prestégdanders equation was applied. The RD
in-situ values were then used to calculate the tonnage of coal resources. This conversion
accounts for the change in density that occurs when coal is extracteditéramtural
environment and brought to the surface. Additionally, Apparent Relative Density (ARD) values
were collected for a large number of samples, but they were not utilized in the assessment

process.
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10.8L OGGING

During thedrilling programs at Nariin Sukhait, core logging and sample handling were carried
out by different entities under supervision. In the 2005 and 2006 prsgsapphire performed

core logging and sample handling under the supervision of Norwest. For the 2007, 2008, and
2011 programs, SGS supervised these activities, while Tanan Impex handled core logging and
sample handling under MBGS supervision for the 2010 program.

The core at Nariin Sukhait was obtained, logged, and sealed in accordance with the Norwest
conventions established in 2005. During the logging process, each core run was measured to
compare the total length of core cut with the length of core recoverethgPiphs were taken

at intervals of 0.5 meters. When coal exhibited distinct lithological variations or partings larger
than 0.05 meters, separate samples were taken. For coal intervals with a uniform appearance,
they were bagged in Gieter incrementsdsed on the length of the core box. In cases where
there was a significant loss of core exceeding 0.1 meters, separate samples were collected both
above and below the affected zone. The intercept depths andtlseknesswere reported

based on apparent thickness.

During the 2005 to 2008 drilling programs at Nariin Sukhait, geophysical logging was
conducted for most of the drillholescept foholes that had collapsed. The specific equipment
used determined whether the logs were visually examined or interpreted using Borwest
Elogger software. In the 2010 and 2011 drilling programs, all drillholes were geophysically
logged, except for those that had collapsed. The depths obtained from the drillhole logging were
subsequently integrated into the geologic model, meihg the understanding of the geological

structure and characteristics of the area.

During the 2014 exploration program at Nariin Sukhait, SGS personnel conducted basic
lithological logging and sampling of coal intervals ahgter intervals. Additionally, downhole
geophysical surveys were conducted on all drillholes as part of the pr.dgoae recovery was
carefully recorded, and photographs of the core were taken to document its appearance and
condition. To ensure accuracy, the lithological logs and sample intervals were corrected based

on the interval depths interpreted from the dowalygophysical surveys.
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10.9RC/CORE DRILLING

During the 2005 and 2006 drilling pergdhe use of reverse circulation (RC) drilling provided
well-preserved cuttings samples. These samples were collectemieted intervals, and the
cuttings were arranged in rows on the ground for examination and logging by -#ike on
geologist from Sappte. In some cases, a conventionatratary drilling system was used
instead of RC drilling. For these holes, the cuttings were also laid out on the ground and logged

in a similar manner as with RC drilling.

During the drilling programsn 2007, 2008, and 2010, all holes were either drilled using
conventional akrotary systems or coreBuringthe 2011 program, the holes were drilled using
either PCD conventional drilling or core drilling methods. In the subsequent drilling programs
in 2014 2016 2018, 2019, 2020 and 202Bamond drilling techniques were employed.

10.10COMMENT ON SECTION 10

TheQPisof the opinia that the data collected from the lithological, geotechnical, geophysical,
collar, and downhole survey in the exploration, infill, and production drill programs is of
sufficient quantity and quality to support the estimation of Resources and Reserv€® The
has not identified any significant drilling, sampling, or recovery factors that could materially
impact the accuracy and reliability of the estimation results. Therefore, the QP is confident that
the Resource and Reserve estimaigsaccurate and relide based on the available data.
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11. SAMPLE PREPARATION, ANALYSES AND SECURITY

11.1INTRODUCTION

At the Coal Mine, most exploration holes have been drilled using rotary techniques. This

drilling method involves the use of a rotating drill bit to penetrate the greesdlting in the

collection of drill cuttings as samples. Although sampling only drill cuttinge itglimitations,

it can still provide valuable insights into the general geological characteristics of the deposit,

including the presence of coal seams and their approximate thickfiegsality analyses used

for modelling were taken fra core samples, which wedbtained using tripktube coring

equipmentOut of the total 611 drillholes in the Coal Mine, 182 drillholes have been designated

as coal quality holes. In B Field, 18 out of the 80 drillholes are classified as coal quality holes.

11.2SAMPLING FOR CORE SAMPLES

The informationprovidedbelow outlines the sampling and analysis procedures followed by

SGS for coal samples at ti®al Mine.

T
T

Coal samples are collected based on lithological changes within the drilled core.

Core recovery is recorded by comparing the recovered core length with the recorded
core run lengthby the driller.

The geophysical log suite thicknes@npared to the recovered core measurement.

In zones of uniform coal appearance, samples are bagged about every 0.6 mto 1 m as
perthe capacity of the core boxes.

In-seam partings up to 0.1 m thickness are included in coal samples if the adjacent coal
beds above and below the parting are both at least twice the thickness of the parting.
Partings of norcoal lithology types >0.1 m in thickness, carbonaceous shale, bone,
interbedded coal/mudstone, or comprising >50% coal are sampled separately.
Samples are cleanéd remove angontaminants.

The coreis placed inanindividual plasticbag sealed with tape to prevent excessive
moisture loss, and labeled with drillhole and sample numbers.

Samples are placed-sequence into waxecthrdboard core boxes.

Core boxeare sealed with tape.
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Core is transported to tloempanys office in Ulaanbaatar.

Samples are shipped to certified and accredited laboratories for coal quality or rock
strength analyses.

Laboratory instructions and shipment manifests are compared with the contents upon
arrival at the laboratory.

Standard methods for the coal industry are used for sample analysis

Laboratories used are SGS Mineral Labs in Denver, Colorado-9080 certified,
accredited by NQA in the United States of America), and SGS Laboratories in Tianjin,
PRC(currently holds IS@L7025 certification, accredited by the CN£Ghina National
Accreditation Service for Conformity Assessmeat)dSGS laboratory located on site.

In January 2023, China Certification & Inspection Group Fujian Co., Ltd. (CCIC)
established an onsite laboratory which replaced SGS laboratory. CCIC currently holds
ISO/IEC 17@0 and ISO/IEC 17025 certifications, accredited by CNASBese
laboratories used by SGS are independent service providers and have no present or
prospective interests BGSor its mining properties.

Core samples undergo a comprehensive suite of coal quality testing, including short
proximate, full proximate, thermal tests, ash analysis, washability testing, and

metallurgical testing.

11.3SAMPLING FOR RC SAMPLES

The sampling procedure of RC samples adopted by SGS is summarized below.

T
T

Samples are collected at 1.0 m intervals and placed into plastic bags.
Bagsaresealed with plastic tape to prevent excessive moisture loss and labelled on
the outside with drillhole and sample number.

Samplesare grouped by holes into larger bags, packaged, and transported to the
SGSsoffice in Ulaanbaatar.

Samples are submitted for proximate and thermal analysis.

The remainder of the samples have been stored &GBsfacilities.
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BAW was not involved in the exploration program from 2@023 such that we would ndie

able to physicallyverify the logging sampling prtocols and chain of custodgitially set up

by Norwest Moreover, BAW did not participate in logging and sampling campaigns of the
company.BAW was, howeverable to verify the geological logs, geophysical lagxd
documented sampling protocols and chain of custody used by SGS coupled with personal
interviews with the geologists of the company. BAW is satisivtl its reasonableness and
adherence to the logging and sampling pthees This practice is currently being maintained

throughout SGS exploratioractivities

11.4COMMENT ON SECTION 11

TheQPis not aware of any significant concerns regarding the sample preparation, security, and
analytical procedures that could have a material impact on the accuracy and reliability of the
results. The processes involved in sample handling, security measmcksanalytical
procedures have been conducted appropriately and in accordance with the required standards
Therefore, the QP is confident that the Resource and Reserve estisaticurate and reliable

based on the available data.
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12.DATA VERIFICATION
12.1DATA COLLECTION PROTOCOLS

Since theestablishmenbf the exploration camp in 2008 the Coal Mingthe tasks oflata
collection verification, and storagdiavebeen managed by various independent consultants

employed by SGS.

From 2005 to 2006, Norwest took direct responsibility for managing the exploration program
of SGS. This involved overseeing various aspects, including the initial planning of exploration
targets, data collection, as well as the interpretation and analy#i® findings. Norwest
provided orsite management for the majority of the exploration programs during that time. All
data collection adhered to protocols established in 20@@bgngaged bMorwest at the Coal
Mine. These protocols covered drilling rcw, sampling methodology, and sample preparation

which were described in previous sections.

From 2007 to 2008 and again in 2010 and 2011, even though Norwest was no longer engaged
at The Coal Mine the data collection protocols originally established by Norwest were
maintained under the supervision of SGS and McElroy Bryan geological perdouanetj the

2010 field season, dateasmanagean-site by MBGS. From 2011 to 2016, dataremanaged

onsite by SGS whereas RPM was actively involved in the management of sampling protocols,
geological databasand resource models together with SGiice2017 to date, SGS personnel

havemanaged all exploratiomork.

BAW was not able tphysicallyconfirmwhether thgrotocolsestablishedby Norwest for the
logging of rotary, percussion and core drill holes watberedn any of the field season from
2005 to 2023 as BAW was notrsite during thdogging and drillingoperationgduringthose
timeframes The QP involved in the previous technical repostatedthat they were satisfied

with the data collection protocols.

BAW has assessed the protocols established by Norwest for geological data collection and
deems them fair and suitable for this type of deposit. Additionally, BAW has reviewed logging
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and sampling sheets and engaged in discussions with SGS geologists regarding the protocols
employed, finding their responses satisfactory.

12.2DATABASE M ANAGEMENT

The database management protocols currently utilized by SGS were initially created by
Norwest, TAG, Sapphire, and MBGS during various stages of their exploration programs. The
management protocols are summarized below.
1  Mapping activities were conducted and stored electronically using a corajleer
design (CAD) system.
1 Fieldgeological data was transmitted to the relevant office daily in electronic form.
Geologists thoroughly examined the geological and geophysical logs.
Exploration management comments and procedural instructions were electronically
managed and reported daily.
Onssite personnel were responsible for entering and managing all geological data.
1  Geologists reviewed and validated all geological, geophysical, and sampling data
beforethey weresubmitted.
1 Validated data were entered into an electronic database and geological modeling
software.
1 Regularly updated crossections and digital models were generated for ongoing
analyses.
Results from coal quality testing were incorporated into the office database.
1 Reported intercept depths and sahioknesswvere based on the apparent thickness

of the beds as observed in the drillhole data.

As the mining operation progresses, it is advisable to consistently implement a sound database
management practice. This involves regularly consolidating the mastdgie geological data

into a comprehensive database to ensure efficient storage aad/aties of data lineage.
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12.3DATABASE VERIFICATION

The geological database #te Owot Tolgoi Coal Mineis activelymanagedy SGS and has
been crosshecked against originalrillhole records by various QPs involved in previous

technical reports. This database was recently updated in 2023 to ensure accuracy and reliability.

The QP overseeing the validation of the geological database conducted a detailed comparison
between the information stored in the database and the original drillhole records. This validation
process entailed ensuring the accuracy and consistency of the daayeaotbgical database

by crossreferencing it with the original drillhole records.

BAW also conducted ogite "ground truthing” by randomly selecting a few drillholes from the
2018 and 2023 drillhole database during a site visit. The drillhole collar coordinates in the
current database were confirmed to be precise. Additionally, BAWs-checked some
drillhole collars against original survey records and elevations in the Digital Terrain Model

("DTM"), concluding that the current database is both accurate and representative.

The accuracy of seam picks recorded in the database was verified by previous QPs until 2016
by comparing them with original lithological logs, core photos, and geophysical logs. This
detailed review led to minor adjustments in the datablasthe database, parting lithologies
thicker than 0.3 m are not considered part of a seam ply, while those less than 0.3 m can be
included within the seam ply. Typically, the minimum thickness identified for a coal ply is 0.5

m. There are instances of tluoal interseddns in the drillhole records that were excluded from

the database due to uncertainties in seam picks and interpretations. However, these exclusions
are not anticipated to significantly impact the geological moB&W validated these

adjustments by creating random cross sections to visually assess their representativeness.

BAW received scanned copies of field lithology logs and geophysical logs for evaluation.
During the review, seam picks depths in specific drillholes were adjusted to align with the
corresponding depths noted in the geophysical logs. Notably, physicéditted logs were

not provided Instead, scanned copies were supplied for reference during the review. BAW

deemed reliance on these scanned copies to be satisfactory for their assessment.
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BAW conductedh comprehensiveeview of the coal quality data within the database spanning
from 2016 to 2023, crog®ferencing it with the original laboratory findings. This evaluation
primarily targeted a representative selection of drillholes. Throughout this process, the moisture
content recorded in the database was meticulously scrutinized and adjusted where necessary to
ensure accurate representation of the coal's moisture content ordaediif'ad") basis, as
applicable. Moreover, the database em¢ent enhancements to distinguish between Relative
Density ("RD") and Apparent Relative Density ("ARD") data, guided by a detailed examination

of the original laboratory reports. Basic statistical and regression analyses were then applied to
key coal quaty parameters to extract deeper insights. Anomalies were meticulously identified
during the analysis and creskecked with the original laboratory records to guarantee data
integrity and precision. While the drillhole database provided lacks compleiantessis of

quality data compared to the original results, it does encompass the fundamental parameters

essential for coal classification and quality estimation.

12.4COMMENT ON SECTION 12

The QP s of the opinion that the geological database maintained by SGS is fair, reasonable,
and acceptable for use in Coal Resource and Coal Reserve estimation and can be used to support

mine planning.
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13.MINERAL PROCESSING AND METALLURGICAL TESTING
13.1INTRODUCTION

Coal quality has been one of the major subjects for the exploration programs carried out in the
Nariin Sukhaitregion The earlier exploration program driven by the former SeMiehgolian
government (Dashkhoral et al., 1992) suggested that the coal was of the GJO and IGJO groups,
based on the Soviet standards, equivalent to-Wadgtile bituminous coals. The exploratio
programs in 2005 and 2006 for the Coal Mine indicated that the coal is high volatile B to high
volatile A bituminous, based on the AST&#indard The 2007 and 2008 exploration programs
continue to indicate that the coals are potentially of coking coal quality at the Hinset
Subsequently, detailed sample analysis by RPM 2012 suggested that the coal resource should

be of a mixture of thermal and metallurgical grade.

The coalresourcesn the Nariin Sukhait regioaregenerallycharacterized by low ash content,
low sulfur content, low inherent moistuzedvarying Free Swelling IndeX'FSI') values The
ash contenis typically below 20% on an aflried basisindicatingthat the coal has a relatively

low mineral content, which can be advantageous for combustion and processing purposes.

The sulfur content of the coal is approximately 18hjch contributego a loweremission of

sulfur dioxide (SG@) during combustiorresulting in lesgnvironmental and health impacts.

The inherent moisture contemtf the coal is typically less than 2%. Low moisture content
enables lesenergy required for drying.

The FSI isan important parameterused to assess the coking properties of coal. The FSI
measures the swelling behavior of coal when heated in a controlled laboratory test. The FSI
values range from necoking «2) to coking ¢ 4.5).

The Coal Mine hasommencegbroductionsince2008 in the Sunset Pit and th@nce2011 in
the Sunrise PitHistoric production and salescordshowed that the coal is literally leash
1/3 coking coal in nature biyre Chinese National t8ndardg"GB Standardy. In 2016, the

salesrecorddemonstrated that trmal has 13.09% (ad) ash content, with approximately 1%
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sulfur and 4.5 FSI. Since then, A Coal has been marketed as 1/3 coking coal in the Chinese

Market,asrecommended in the previod@917 TechnicalReport. In 2023, A Coahccounted

for arounds6.78% of the total sale®lume, indicatinghatadoptionof the GBStandard¢eads

to a higher coal selling price accepted by the Chinese buyers.

13.2CoAL QUALITY

Coal quality of each seam group, confined to theiimesource (depth within 300m below

ground surface) within the Sunriget, Sunset Piand B FieldProspecare determined based

on SG$s latest resource model, and 2023 coal production and coal products quality and the

master coal quality database.

Table 13-1. Coal Quality by Seam GroupSunrise Pit (Drillhole Database)

Coal Quality ™ IM ASH VM FC TS SG Ccv
Grui
Classifications | %,ad %,ad %,ad %,ad %,ad %, ad g/mm3 callg, db
Ash <= 10 8.47 1.07 7.94 34.12 56.97 0.86 64.0 1.34 7,072
10<Ash<=15| 8.16 1.07 1214 3419 5346 1.00 59.0 1.66 6,656
15 Ash <=25 8.04 121 1920 33.80 48.06 1.16 44.0 1.43 5,981
Ash 25 7.53 1.02 3154 34.16 3792 1.23 210 1.54 4,849

Table 13-2. Coal Quality by Seam GroupSunset Pit (Drillhole Database)

. ™ IM ASH VM FC TS SG Ccv
Coal Quality
o CSN  Gri
Classifications %,ad %,ad %,ad %,ad %,ad %, ad g/mm3 cal/g,db
Ash <10% 447 127 6.36 3313 59.75 0.68 51 427 1.32 7,622
10% <Ash
491 148 122 3294 539 105 45 408 137 7,025
<=15%
15% <Ash <=
523 156 19.2 3167 4793 122 35 385 144 6,396
25%
Paged5 of 215

NATDOCS\79202089\V-12



OBAW

. ™ IM ASH VM FC TS SG Ccv
Coal Quality
o CSN  Gru
Classifications %,ad %,ad %,ad %,ad %,ad %, ad g/mm3 cal/g,db
Ash >25% 5.02 149 31.23 28 39.02 111 26 9.0 157 5,324

Table 13-3. Coal Quality by Seam GroupSunrise Pit (<300m_Drillhole Database)

™ IM ASH TS VM FC cv sG
Coal

Gr.

Seam | o a4 %,ad %, db  %ad  %db % ad callg,ad g/mm3
5L 6.25 096 1381 099 3373 5250 6555  1.40 58.9
5U 8.15 106 1311  1.05 3365 5927 6450 138 57.4
6L 9.81 103 1396 103 3566 5111 6423 143 68.0
6U 8.21 103 1410 096 3358 5253 6443  1.40 62.2
7L 7.80 142 1403 089 3553 4970 6291 133 39.6
Average |  7.67 103 1337 103 3378 5681 6476 139 58.0

Table 13-4. Coal Quality by Seam GroupSunset Pit (<300m_Drillhole Database)

™ IM ASH VM FC TS SG cv
Coal Seam CSN  Gri
%,ad %,ad %,ad %ad %,ad %,ad g/mm3 callg, db
5L 3.54 1.50 1145 33.49 5413 0.87 4.7 685 1.37 7,095
5U 4.51 1.31 969 3190 57.26 0.75 43 66.2 1.35 7,284
S 5.17 239 17.77 3279 4752 1.26 28 328 1.44 6,476
9 5.59 195 1557 3298 50.18 1.46 3.6 420 1.39 6,667
10 5.20 1.74 19.25 32.18 4751 1.38 2.9 0.0 1.45 6,323
Average 4.34 160 1340 3286 52.66 1.03 4.1 50.2 1.39 6,902
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Table 13-5. Coal Quality by Seam GroupB Field (<300m_Drillhole Database)

Seam ™ IM ASH VM TS - SG CcVv
Group % %, ad %, db %, daf %, ad g/mm3  cal/g, db
1 6.88 1.48 16.49 42.72 1.14 58.89 1.33 6,370
2 8.06 1.63 17.96 41.18 1.18 58.68 1.33 6,200
3 8.29 1.53 17.01 42.03 141 67.72 1.34 6,390
4 7.71 1.57 1751 41.47 1.61 65.46 1.37 6,347
6 4.23 1.71 10.33 42.43 1.10 63.94 1.33 6,908
7 3.59 1.73 15.02 41.04 1.23 36.33 1.33 6,355
8 4.34 1.65 15.53 41.48 1.23 60.06 1.33 6,454
9 4.31 1.59 17.07 41.40 1.26 47.33 1.34 6,301

10 4.17 1.58 19.14 40.81 1.43 33.27 1.37 6,096
Average  5.73 1.61 16.23 41.62 1.29 54.63 1.34 6,380

BAW understands that all coal products are currently exportie 2RC Hence, coal quality
tests are performed in accordance with the &8ndardsTypical measurements of coking
properties includéhe maximum thicknessf plastic laye(Y mm, GB/T 479), caking index
(Gr., GBIT 5447), and volatile matter §/%, GB/T 212) while the crucible swelling number
(CSN, GB/T 5448 which is equivalent to the free swelling index (FSI) according to the
American Society for Testing and Materi@l&STM") is not widely applied as shown in the

drillhole database.

Therefore, according to the Chinese classification of coals (GB/T 5751), the coal seams of the
Sunrise Pit and Sunset Pit are classified as 1/3 coking coal, gas coal and 1/2 medium caking

coal as summarized ifable13-6.

Seam ™ M ASH VM TS SG Ccv
Group % %, ad %, db %, daf %, ad o g/mm3  cal/g, db

1 6.88 1.48 16.49 42.72 1.14 58.89 1.33 6,370

2 8.06 1.63 17.96 41.18 1.18 58.68 1.33 6,200

3 8.29 1.53 17.01 42.03 141 67.72 1.34 6,390

4 7.71 1.57 17.51 41.47 1.61 65.46 1.37 6,347

6 4.23 1.71 10.33 42.43 1.10 63.94 1.33 6,908
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7 3.59 1.73 15.02  41.04 1.23 36.33 1.33 6,355
8 4.34 1.65 1553  41.48 1.23 60.06 1.33 6,454
9 4.31 1.59 17.07  41.40 1.26 47.33 1.34 6,301
10 4.17 1.58 19.14  40.81 1.43 33.27 1.37 6,096
Average  5.73 1.61 16.23  41.62 1.29 54.63 1.34 6,380

BAW understands that all coal products are currently exporté¢det®®RC Hence, coal
quality tests are performed pursuant with@enese classification of codl¥GB/T 5751).
Accordingly,the coal seams of the Sunrise Biinset Piand B FieldProspecare classified

as 1/3 coking coal, gas coal and 1/2 medium caking coal.

Table 13-6. 2023 CoaProduction /Coal Products Quality Specification

Coal Product Specification

Exported Coal Coal Product
Coal Products Product Total Calorific ~ Volatile Classification
Moist Ash Sulfur Val Matt G
i oisture alue atter .
Metric Ton %, db %, db R GB/T 5751
%, db cal/g %, daf
A Coal 2,052,894 2.89 8.01 0.41 7,285 35.61 74.6 1/3 Coking Coal
A Coal () 29,106 3.25 15.02 1.20 6,612 37.95 58.5 Gas Coal
1/2 Medium Caking
B Coal 530,945 3.49 12.95 0.62 4,508 30.29 42 .4
Coal
1/2 Medium Caking
B Coal €) 648,621 3.77 22.66 0.79 5,826 40.70 335
Coal
Processed A 221,951 2.95 11.88 0.94 6,713 39.03 72.0 1/3 Coking Coal
Processed B 12,470 5.97 16.26 1.34 5,967 35.99 61.2 Gas Coal
F 49,909 3.77 20.14 1.17 6,239 40.26 17.7 Weak Caking Coal

Caking Index (@.;) testsconducted on various drillhole samples generally reveal the lowest
sampling rate in comparison to other coal quality test, regardless of whether it pertains to the
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Sunrise Pit Sunset Pitor B Field However, a thorough examination of coking properties
revealsa strong correlation with the ash content. When the ash content does not exceed 9%, the
caking index serves as a reliable indicator for classifying the coking properties of A Coal. This
classification is achieved by incorporating the drillhole databdsetlie master coal quality

database, and the detailed correlations are analyzégure13-1.

Master Database Coal Coking Property Analysis
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Figure 13-1. Correlation of the Ash content and Caking Index

Ultimate Analysis and Ash Fusibility

Ultimate analysis focuses on Carbon (C), Hydrogen (H), Nitrogen (N), and Oxygen (O).
Mainly, the carbon and hydrogen in coal occur in the complex organic compound making up
coal while ash fusibility presents the behavior of coal ash in combustion. Than fusi
characteristics of the ash are described as the initial deformation temperatusoff€ning
temperature (J), and flow temperature gJ. By the GB standardthe coal aslof the Ovoot

Tolgoi regionjs classified adledium Softening Temperature anceum Flow Temperature

Table 13-7. Coal Ultimate Analysis and Adrusibility
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Ash Ultimate Analysis, % daf Ash Fusibility, °C
Items .
%, db C H N (07} ta t2 t3
Average 16.42 68.50 4.28 1.07 7.92 1,2985 1,294 1,353
Max. 41.47 81.98 5.03 9.72 11.33 1,501 1,501 1,501
Min. 5.41 46.01 2.70 0.62 4.80 1,207 1,211 1,251
#of Samples| 177 177 177 177 177 177 177 177

Trace Elements
Trace elements hawgainedattention inthe 2021 and 2023 drilling prograrapecifically with
regards to59 samples for Fluorine, 79 samples for Mercury, 81 samples for Phosphorus,

Chlorine, and Arsenic. The analysis resultspesentedn Table13-8.

Table 13-8. Trace Elementsf Coal

_ ) Maximum
Analytic Caking ) ) ) )
Plastic Fluorine Mercury Phosphorus  Chlorine Arsenic
Item Index )
Thickness
Symbol Gr.i Y F Hg Pb CL As
Base ad ad ad ad ad ad ad
Unit - mm ppm % % % ppm
Condition Ash < 10%
Average 70.29 10.00 96.31 0.04 0.04 0.04 9.37
# Sample 275.00 106.00 59.00 79.00 81.00 81.00 81.00

Trace elements are critical to steel making and environmental protectioncadles turned

into othermaterials oservesasan energysource
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Washability

BAW understands that neashability testvas performedan the core sampleduring recent

drill prograns from 2021to 2023. In 2023a total of 284,330 vnnesof coal wasprocessed,
accounting foB8.02% of the total annual cgaloduction Thisindicaiesthat more than 90% of

coal products were raw codllashability ofcoal seams is summarizedliable13-9.

Table 13-9. Washability ofCoal Sears

Float 5U SL 6L 8 9

SG. | Ash  Yield Ash  vYield Ash  Yield Ash  Yield Ash  Yield

1.40 8.78 86.61 8.06 79.97 7.98 95.35 8.09 64.50 8.41 74.83

1.50 9.00 90.45 8.46 86.98 8.10 97.15 9.98 76.70 8.68 77.50

1.60 9.30 92.91 8.89 90.16 8.26 98.64 11.11 81.70 9.63 83.00

As shown aboveat 1.40 S.Gall the coal seams can be classitsdltra-low ash coal (<10%),
while the clean coal yieldaries within thaange from 64.50% (8) to 95.35% (6L). Aveirag
the results fobU and 5L, 8.42% ash retrievayield 0f83.24%. It is known that the clean coal
yield depends on dilution of the coal seafhedrillhole database only indicates basic clean
coal quality, and the yield and washability will fibject tadilution and geological conditions
of mining faces.

The proportion of the Premium Coal, Standard Coal and Wash Feed of each pit are summarized
in Figure13-2 andFigure13-3.
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Sunset Pit Annual Coals' Productions
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Figure 13-2. Annual Coal Production of theunset Pit (2002023)

Sunrise Pit Annual Coals' Production
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Figure 13-3. Annual Coal Production of theunrise Pit (2012023)

13.3SAMPLING

The majority of coal quality dataevegenerally acquired from core sampiekile afew RC
samples were collected during the exploration programs. There is a t@&B dfillholes

completed fothe Coal Mine among which82drillholes are coal quality holes as summarized
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in Table13-10.
Table 13-10. Summary of Coal Quality Holes (up to 2023)
Pits Total Number Total Number of Number of Coal  Percentage of Coal

of Drillholes Cored Holes Quality Holes Quality Holes

Sunrise 288 98 72 25

Sunset 305 148 110 34

B Field 80 21 18 23

Total 673 267 200 30

RC samples were taken from Seam No. 7, No. 6U and No. 6L of the Sunrise Pit. These seam
groups are presumably related to Seam No. 89Nand No.10 of the Sunset Riespectively.

ROM coal samples were collectegg DMCL from current working faces at the mine site

2017 DMCL has requested SGS to collect samples of such kind from selected seam groups.
The collected samples were then sent to ALS Mongolia located in Ulaanbaatar for washability
test which comprises of determination of coal quality, sizing, -Bodt, and flotation. ALS
Mongolia has demonstrated to DM@hat the analytical protocols adopted by ALS Mongolia

are essentially the same as other SGS laboratories globally.

BAW did not perform any validation sampling to compare the laboratory results obtained by
SGS from the 2023 drilling activities. The QP considers this omission asatamial due to
the prolonged exposure of the coal seams, which would likely gifétentresultson most of
the quality parameter$he QP assessed the analytical procedures employed by the laboratories
utilized by SGS and concluded that they were appropriate for the specific deposit under

consideration.

13.4TESTING

The collected coal samples were sent to accredited laboratories for analysis using a standard
analytical package that is commonly used and recognized in the coal mining industry.
Laboratories used during the past exploration programs include SGS DetheeUS, an ISO

9000 certified and NQA accredited laboratoBGS Chinan Tianjin, an ISG17025 certified
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and China National Accreditation Service for Conformity Assessnaeotedited laboratory

and SGSon-site ISO/IEC 17025certified laboratory In January 2023China Certification &
Inspection Group Fujian Co., Ltd. (CCI€$tablished an onsite laboratory which replaced SGS
laboratory CCIC currently holds ISO/IEC 17020 and ISO/IEC 17025 certificatiacredited

by China National Accreditation Service for Conformity Assessment and certificated by
CertificationandAccreditation Administration afhe PRC.

Coal samples were submitted for the proximate analysis, ultimate analysis, ash analysis, thermal

analysis, sulphur analysis and metallurgical test. The detail of each test is described below.

Test items of proximate analysis include:
1  Moisture

1 Ash

1  Volatile matter

1  Fixed carbon

1  Thermal value

Test items of ultimate analysis include:

1  Carbon

1 Hydrogen
1  Nitrogen
1  Sulphur

T Oxygen

Ash analysis is a method used to evaluate and characterize the properties of coal ash residues.
It involves determining the inorganic and mineral residues that remain after complete

combustion of the coal. The test items typically included in ash analgsis

1T AI203
1 BaO

T CaO

1 Fe203

Pagel04of 215
NATDOCS\79202089\V-12



OBAW
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K20
MgO
MnO
NaO
SO3
Sio3
SrO

TiO2
Zn0O

Test items of sulphur analysis include:

T
T
T

Sulphate
Pyrite

Organic

Test items of metallurgical test include:

T

=4 =4 =4 A4 A4 A A5 -2

Hardgrove Grindabilityndex (HGI) determination has been conducted in order to describe the
coal handling characteristics. Trace element analyses expressed as parts per million (ppm) is

usedto ascertain the potential for release of deleterious elements following combustion of coal.

Gieseler plastometer

Audiberti Arnu dilatometer

Reactive maceral analysis (petrography)

Phosphorous content (P %)

Free Swelling Index (FSI) or Crucible Swelling Number (CSN)
Caking Index (G Index)

Trace element analyses (ppm)

Hardgrove grindability index (HGI)

Sapozhnikov Plastometer

NATDOCS\79202089\V-12
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14. MINERAL RESOURCE ESTIMATES
14.1INTRODUCTION

Between2011 and 2016, the Resouscd the Coal Mine was classified and estimated by SGS.
Additionally, independent verification and estimation were carried out by RPM, following the

requirements outlined in NI 4B01 and the relevant sections of the GS&288

Resource and Reserve estimates were then performed by RPM and were documented in "Coal
Geology and Resources and Reserves, Ovoot Tolgoi Deposit, Mongolia" dated March 2012
(2012 Technical Report) following the completion of a Preliminary Feasibility SURKS")

prepared for the Sunset and Sunrise Pits. Subsequently, RPM updated the resource estimate for
the Sunset and Sunrise Pits in "Coal Geology and Resources, Ovoot Tolgoi Deposit, Mongolia"
in May 2016 (2016 Technical Report) which led to a substamtilction of the resources in

response to declining coal price.

In 2017, DMCL updated the Resource estimate, Reserve estimatdetongnine plan and
production schedule substantially for the Sunset and Sunrise Pits in the-1IQL4&chnical
Report for the Ovoot Tolgoi Coal Min§outhGobiProvince, Mongolia" in May 2017 (2017

Technical Report).
The Resource estimate fibve B Field Prospects a maiden NI 4301 compliantesource.

The classification, reporting and estimatiorttué Resource for the Coal Mirespresented in
this TR, are in accordancevith therequirementstipulated inNI 43-101and GSC 881

14.2RESOURCE DEFINITIONS

In compliance with the requirements of NI-481, the definition of Resource is referenced to
"CIM Definition Standards on Mineral Resources and Reserves (CiMaf®)pted by the
Canadian Institute of Mining, Metallurgy and Petroleut@I1") on May 10, 2014. This
standard specifies that additional guidelines for statements of Resources and Reserves are
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outlined inthe GSC 8821. The GSC 8821 primarily focuses on describing the data point
density necessary to estimate Measured, Indicated, and Inferred Resources based on different

types of coal deposit geology.

When estimating coal resources and reserves, it is crucial to consider the specific geological
characteristics of the deposits and determine the appropriate data dens@yMDtand the
guidelines provided inhe GSC 8821 play a significant role in ensuring a consistent and
reliable classification and reporting of coal resources and reserves. The combination of the
CIMDS and the guidelines set forthtine GSC 8821 ensures that coal resources and reserves
are classified and reported in a consistent megnconsidering the specific geological

characteristics of the deposits and the necessary data density for reliable estimations.

Their definitions are summarizéelow.

1 Mineral Resources are sudivided, in order of increasing geological confidence, into
Inferred, Indicated and Measured categories. An Inferred Mineral Resource has a lower
level of confidence than that applied to an Indicated Mineral Resource. An Indicated
Mineral Resource has a higher level of confidence than an Inferred Mineral Resource
but has a lower level of confidence than a Measured Mineral Resource.

1 A Mineral Resource is a concentration or occurrence of solid material of economic
interest in or on the Earth crust in such form, grade or quality and quantity that there
are reasonable prospects for eventual economic extraction. The location, quantity,
grade or quality, continuity and other geological characteristics of a Mineral Resource
are knowngstimatedor interpreted from specific geological evidence and knowledge,
including sampling.

1 AnInferred Mineral Resource is that part of a Mineral Resource for which quantity and
grade or quality are estimated on the basis of limited geological evidence and sampling.
Geological evidence is sufficient to imply but not verify geological and gragigadity
continuity.

1 An Indicated Mineral Resource is that part of a Mineral Resource for which quantity,
grade or quality, densitiesshape,and physical characteristics are estimated with
sufficient confidence to allow the application of Modifying Factors in sufficient detail

to support mine planning and evaluation of the economic viability of the deposit.
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1 A Measured Mineral Resource is that part of a Mineral Resource for which quantity,
grade or quality, densities, shape, and physical characteristics are estimated with
confidence sufficient to allow the application of Modifying Factors to support detailed

mine planning and final evaluation of the economic viability of the deposit.

The framework of the resourastimation is guided b§SC 8821 asto the assurance of their
existence into one of three categorideasured, IndicatedndInferred This categorizatioms
basedon the criteria for coal found in Geology Typ@ompleX and"Severé conditions, as
shown inTable14-1 andTable14-2.

Table 14-1. Assurance of Existence for Coals of Complex Geology Type

Assurance ofExistence Category
Criteria Measured Indicated Inferred
Crosssection spacing (m) 150 300 600
Minimum # data points per sectiot 3 3 3
Mean data point spacing (m) 100 200 400
Maximum data point spacing (m) 200 400 800

Table 14-2. Assurance of Existence for Coals of Severe Geology Type

Assurance of Existence Category
Criteria Measured Indicated Inferred
Crosssection spacing (m) 75 150 300
Minimum # data points peyection 5 5 5
Mean data point spacing (m) 50 100 200
Maximum data point spacing (m) 100 200 400

14.3RESOURCE M ODEL

BAW verified the database, geological modatsl parametenssed for resource estina for

the SunsePit, SunrisePitand B FieldProspectespectively The solids and block models were
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initially created by MBGS in 2011 usirBP modellingsoftware Subsequentlysince 2015 up

to present day$GSs personnelunder the supervision of RBMok over theesponsibility of
working on the models using the same softwaéhe update of the resource model includes the
latest exploration drilling result and coal quality results. In order to verify the 2023 geological
models providedy SGS BAW supervised the recreation of block modelstha SunsetPit,
SunrisePit and B FieldProspect Graphical outputs, including contours and sections were
created usin@D modelling softwardor comparison The comparison was good in general,
allowing for differing modellingtechniques. Nevertheless, it should be emphasizedchthat
singlegeological modetancompletelyreflect the complex geologicaharacteristic®f any
deposit.

BAW's commentaries in relation to the resource model are summarized below.

1 The latestesource model indicated that all mireat resources of coal seams have
been reasonably depleted from the resource estimate.

1 BAW's estimationesult is highly comparable to that produced by SGS. We are of the
opinion that the resource estimation in terms of tonnage prepared by SGS is fair,
reasonableand representative of the coal deposits.

1 BAW reviewed the resource category classification and found out that the drillhole
spacing for Measured, Indicated and Inferred is conformable with the Severe and
Complex geologitype requirement specifically defined in the GSG288 BAW
holds the opinion that the Measured and Indicated Resources classified in the SGS
resource model are fair, reasonable, emformable with the industry practice.

1 BAW is of the opinion that the overall resource model prepared by SGS can be
reasonably used for loigrm mine planning purposes in accordance with the NI 43
101 requirements.

14 4ARESOURCE ESTIMATION

TheResourceof the Coal Minéhas beestimated as of December 31, 2023 using the database
and resource models provided by SGS as showiale14-3, Table 144 andTable14-4. At
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present, there are no resources estinfateithe C Field Prospecas further drilling is required.

The key assumptions used for the resource estimation are:

T

Minimum coal seam thickness = 6

Maximum coal parting = 0.61.

In-pit Resources are constrained to a depth ofrfB@@low surfaceindthe ultimate

pit design used in the 2017 Technical Répor

Surface Resources are constrained to a depth ofnB@@low surfaceand are
inclusive of inpit Resources

Underground Resources are constrained to d#@60m - 500m below surface
Volumes are converted to tonnages using laboratory relative density analytical results
converted to an estimatedsitu basis

Resource is constrainéol SGSs concessionnly.

Resource is estimated on arsitu basis (i.e. as an-gitu tonnage and not adjusted

for mining recovery)

Resource is depleted by mined out tonnage

The Measured and Indicated Resources are inclusive of #esseirces modified to
produce the Reserves, i.e. Reserves are not additional to Resources.

Resource is estimated based on the survey data made availableezemibel,
2023,for the Sunrise and Sundeits.

The estimation of the Resources may bmaterially affected by legal title,
environmental permitting, socioolitical, taxation, marketingand other related
issues and therefore, Resources which are not defined as Reserves may not
demonstrate economic viability

The quantity and quality of the Inferred Resources in this estimation is uncertain in
nature. Further exploration in the future does not guarantee the upgrading of result in
to Indicated andleasured Resources category

Totals may not add up due to rounding.

In this TR, BAW divided the resource estimation intopit resource, surface resource and

underground resourc&he in-pit resource is a portion of ttsarfaceresource (depth <300

below surfacgbased on the ultimate pit desigrovided by SGSThe wndergroundesource
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coversadepthfrom 300m to 500m below surfaceThe Resource estimated for the Coal Mine
as of December 31, 2023 is tabulated able14-3, Table14-4 andTable14-5.

Table 14-3. In-Pit Resource Estimate of the Coal Mine as of December 31, 2023

In-Pit Resource (Mt)
Coal Field | Seam Group
Measured Indicated Measured+Indicated  Inferred
7 0.37 0.28 0.65 0.71
6 0.34 1.03 1.37 0.52
Sunrise 5U 17.03 7.74 24.77 1.02
Pit 5L 10.15 2.13 12.28 0.54
4 0.76 0.83 1.59 0.08
Sub-total 28.65 12.01 40.66 2.87
10 7.55 0.26 7.81 0.00
9 4.72 0.37 5.09 0.00
8 1.04 0.09 1.13 0.00
SunsetPit
5U 16.03 0.10 16.13 0.00
5L 13.33 0.33 13.66 0.00
Sub-total 42.67 1.15 43.82 0.00
10 0.26 0.54 0.80 0.90
9 0.31 1.11 1.42 1.18
8 0.10 0.28 0.38 0.24
7 0.00 0.00 0.00 0.00
B Field 6 0.00 0.00 0.00 0.00
Prospect
Sub-total 0.67 1.93 2.60 2.32
Grand Total 72.00 15.08 87.08 5.19

Table 14-4. Surface Resource Estimate of the Coal Mine as of December 31, 2023

SurfaceResource (Mt)
Coal Field | Seam Group
Measured Indicated Measured+Indicated Inferred
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7 1.00 1.77 2.77 4.68
6 2.17 3.04 5.21 4.07
Sunrise 5U 34.13 31.33 65.46 26.49
Pit (depth
<300m) 5L 16.16 4.98 21.14 1.36
4 1.52 1.84 3.36 1.30
Sub-total 54.98 42.96 97.94 37.90
10 21.43 3.24 24.67 1.24
9 10.54 3.50 14.04 0.87
SunsetPit 8 1.84 2.07 3.91 0.61
(depth
<300m) 5U 23.19 1.36 24.55 0.06
5L 20.08 1.69 21.77 0.21
Sub-total 77.08 11.86 88.94 2.99
10 0.67 1.64 2.31 5.21
9 0.88 2.63 3.51 6.71
B Field 8 0.67 1.50 2.17 3.48
P(rgjgteh‘“ 7 0.26 2.01 2.27 5.87
<300m) 6 0.00 0.18 0.18 0.21
Sub-total 2.48 7.96 10.44 21.48
Grand Total  134.56 62.78 197.34 62.38

Table 14-5. Underground Resource Estimate of @mal Mine as of December 31, 2023

UndergroundResource (Mt)
Coal Field | Seam Group
Measured Indicated Measured+Indicated Inferred
5U 3.29 8.78 12.07 17.2
Sunrise
Pit (depth 5L 6.19 13.76 19.95 27.93
from
300m to 4 0.98 2.66 3.64 4.06
500m)
Sub-total 10.46 25.2 35.66 49.19
SunsetPit 10 17.76 3.95 21.71 2.85
(depth
from 9 8.16 1.40 9.56 1.16
Pagell2of 215
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300m to
500m) 8 0.28 0.63 0.91 1.16
5U 25.54 4.43 29.97 2.74
5L 18.29 5.33 23.62 2.84
Sub-total 70.03 15.74 85.77 10.75
10 0.00 1.07 1.07 1.07
9 0.00 0.51 0.51 0.51
B Field
Prospect 8 0.00 0.70 0.70 0.70
(fepth 7 0.00 1.43 1.43 1.47
rom
300m to
. .14 .14 .14
500m) 6 0.00 0 0 0
Sub-total 0.00 3.85 3.85 3.89
Grand Total 80.49 44,79 125.27 63.83

Table14-6. Surface andJnderground Resource Estimate of the Coal Mine as of December

31, 2023
Surface and UndergroundResource (Mt)
Coal Field
Measured Indicated Measured+Indicated Inferred
Sunrise Surface 54.98 42.96 97.94 37.90
Pit Underground  10.46 25.20 35.66 49.19
Surface 77.08 11.86 88.94 2.99
SunsetPit
Underground 70.03 15.74 85.77 10.75
B Field Surface 2.48 7.96 10.44 21.48
Prospect | \jngerground  0.00 3.85 3.85 3.89
Grand 215.03 107.57 322.60 126.20
Total

According tothe initial interpretatioly SGS eesource team, there were lower Seam Nos. 4,

3,2 and 1 and upper Seam Nos. 10, 9,,8nd 6.However, he subsequenstratigraphic
interpretation by EAMC in 2022 suggests that the lower coal seams are equiviienipper

coal seams on the opposite side of an interpreted fault. Therefore, Seam 4 corresponds to Seam

10, Seam 3 corresponds to Seam 9, Seam 2 corresponds to Seam 8, and Seam 1 corresponds to
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Seam 7Consequently, the resources of these coal seams were consolidated, and the upper Seam
Nos 10, 9, 8, 7and6 were preserved and documentéde QPconcurs with this interpretation

as it aligns better with the geological context, considerin@dij@centstratigraphic sequence

of the Coal Mine Importantly,suchrevisedseam numberingpasa minimalimpact on the

overall resources and tleeentualextraction of these resources.

A sampleplanview maps of resourcestimation andlassificationof Seam Nos4, 5L, 5U, 6
and 7 of the Sunriseit are shownn Figure28C-1 to Figure28C-5 in AppendixC i Detailed
Coal Seam Resource Classification

A sampleplanview maps of the resource estimation and classification of SearrbNdsU,
8, 9,and 10of the SunsePit are shown in Figur@8C-6 to Figure28C-10in AppendixC i
DetailedCoal Seam Resource Classification

A sample plarview maps of the resource estimation and classification of Sean6 NS, 9
and 10of theB Fieldare shown in Figure Z311to Figure 2&-15 in AppendixC i Detailed
Coal Seam Resource Classification

14.5DISCUSSION

BAW has thoroughly reviewed the protocols and methods used at each stage of the exploration
work. Based on this review, BAWelievesthat the applied methods generally align witie

industry practiceBAW is of the opinion that the overall geological database is fair, reaspnable
and conformable with the industry practice and appropriate for subsequent use in Resource and
Reserve estimation in accordance with the requirement of the-N)#@porting standard

Considering the continuous mining depletion and new drillhole information obtained in the past
few years, BAW is of the opinion that the resource estimation published in 2017 for the Coal
Mine is highly comparable to the total resource estimation presentiis TR. However,
individual seam resources of Seliws.10, 9 and 8 in the Sunset Pit appear to be different from
the 2017 resource estimation due tenterpretation by SGS as mining advances and new

drilling informationbecomes availablén additon, in-pit resource was established in thiR
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to reflect the resource within the ultimate pit design. Thatinesource is a subset of the surface

resourcéelow300 m depthrom thesurfacewhich encompasses resource beyond the ultimate

pit limit.

14.6FACTORS THAT MAY AFFECT COAL RESOURCE ESTIMATE

There are certain areas of uncertainty that have the potential to significantly impact the

estimates ofoal Resources. These areas include:

T

Changes to longerm coal price assumptions: The estimatiorcaz| Resources is
influenced by assumptions regarding future coal prices. If there are significant
changes in longerm coal price projections, it could have a material impact on the
economic viability and classification of the resources.

Changes in geological interpretations: The size, shape, and distribution of the
interpreted coal seams and waste materials play a crucial role in estiading
Resources. Any revisions or changes in the geological interpretations, such as
adjustments to the understanding of the deposit's geology, can impact the estimated
guantity and quality of the resources.

Changes in local interpretations: Local interpretations of seam geometry, fault
geometry, and seam continuity can evolve as more data becomes available or through
improved understanding of the geological conditions. These changes in interpretation
can infuence the estimation afoal Resources by altering the size, shape, and
distribution of the coal deposits.

Changes to input assumptions for open pit outlines: The estimatoaldkesources

often involves using open pit outlines to constrain the estimate. Any modifications to
the input assumptions, such as slope angles, pit designs, or mining constraints, can
affect the classification and quantity of the estimated resources.

Changes to environmental, permitting, and social license assumptions: Factors
related to environmental regulations, permitting requirements, and social acceptance
can play a significant role in determining the economic viability and feasibility of

coal minng projects. Any changes in these assumptions, such as stricter
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environmental standards or evolving social license considerations, can impact the

estimation of Coal Resources.

14.7CoMMENT ON SECTION 14

The QP confirms that the estimation obal Resurceswas conducted using industagcepted
practices and adheres to t@MDS on Mineral Resources and Reservéhe resurce
estimates are based on assumptions related to open pit and underground mining. It is important
to note thatcoal Resourcesare forwardiooking statements and are subject to potential
variations. The actual results may differ from the estimates due to various factors.

The QP asserts that there are no other significant environmental, legal, title, taxation, socio
economic, marketing, political, or any other relevant factors knowimtthat would materially
impact the estimation of Resources beyond what has been discussetRn the

There is potential for upside in ti@oal Mineif more exploratiorefforts are made to convert
part of or all of the Measured and Indicated Resources into Reserves. Additionally, if the
Inferred Resources can be upgraded to higbafidence categories and subsequently
converted intdheReserves, it could further enhanceltlM. These possibilities highlight the
opportunity for further exploration and evaluation to increase the confidence level and

economic viability of the coal deposits.

Similarly, additional drillholes are needed in order to confirm coal continuity and coal quality
along the BEW directionof theB Field ProspectThis step will enhance the confidence levkl

resource categorization.
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15. MINERAL RESERVE ESTIMATES
15.1INTRODUCTION

Between 2011 to 2016, thBReserve of the Coal Mine was classified and estimated
independently by RPM in accordance with the requirements set out by1I148nd the GSC
88-21. Resource and Reserve estimate was previously repottedahGeology and Resources
and Reserves, Ovoot Tolgoi Deposit, Monggliprepared by RPM (formerly as MMC) on
March 19, 2012following the completion of a Preliminary Feasibility Study (PFS) for the
Sunset and SunrisBits. Subsequent)yin 2016, RPM revised the Resource dRdserve
estimates because of the declining coal prices.

In 2017, DMCL updated the Resource estimate, Reserve estimatdetongnine plan and
production schedule substantially for the Sunset and Sunrise Pits which were documented in
the 2017 Technical Report

The classification, reporting and estimation of Reserve for the Coal pvasented in thigR
werealso made itonformancevith therequirementsf the NI 43101andapplicable portions
of theGSC 8821.

15.2RESERVE DEFINITIONS

In accordance with the requirements of NFH4RL, the definition of Reserve is referenced to
CIMDS adopted by CIM on May 10, 2014. Their definitions are summabzéziv.

1  Mineral Reserves are swtivided in order of increasing confidence into Probable
Mineral Reserves androven Mineral Reserves. A Probable Mineral Reserve has a
lower level of confidence than a Proven Mineral Reserve.

1 A Mineral Reserve is the economically mineable part of a Measured and/or Indicated
Mineral Resource. It includes diluting materials and allowances for losses, which may
occur when the material is mined or extracted and is defined by studies -at Pre

Feasibiity or Feasibility level as appropriate that include application of Modifying
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Factors. Such studies demonstrate that, at the time of reporting, extraction could
reasonably be justified.

1 A Probable Mineral Reserve is the economically mineable part of an Indicated, and
in some circumstances, a Measured Mineral Resource.

1 A Proven Mineral Reserve is the economically mineable part of a Measured Mineral

Resource and Inferred Mineral Resources are always additional to Mineral Reserves.

Except as stated hereiBAW is not aware of any modifying factors exogenous to mining
engineering considerations (i.e. competing interests, environmental concerngcsmumic
issues, legal issues, etc.) that would be of sufficient magnitude to warrant excluding reserve
tonnage blow design limitations or reducing reserve classification (confidence) levels from

proven to probable or otherwise.

15.3ESTIMATION PROCEDURES AND PARAMETERS

The resource models were used for the Resource estimation and Reserve estimatisn. BAW
estimation of Reserve generally involves the consideration of the Resource estimation with its
associated resource model and thodifying Factor$ including mine planning, historic
production, reconciliation of resource estimatiooal processing, infrastructures, economic,
marketing, legal, environmental, sociahd governmental factor§he complex nature of the

coal seamsavas modelled from exploration drillhole data. Detailegbinmapping of mining

faces providssuitable information for shortiiem mine planning.

The procedures adoptey BAW to estimate Reserve for the Coal Miaee discussedas
follows:

1 Review of theresource model generated previously $&S including seam
thickness, stone parting thickness, relative density, raw and product qualities, coal
quality (ash, total sulphur, volatile matter, moisfuaned specific energy)

1 Review of feasibility studies and engineering design studies (if any) including the
operating description, LOM production plan and capital costs

1 Review of the mining method, extraction operatiand ultimateit design
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1 BAW updated the production schedule with a capacity of 4.5 mtpa of ROM coal
according to the recent actual production record

1 Mining recovery and mining dilution at working face were applied to determine raw
coal tonnages for each coal seam; to verify the mining recovery and dilution with
historical recoveries and mine plans to ensure consistency (where possible) and
appropriateness

1 Review of the mining license to ensuihe Reserveestimatesare constrained within
the mining license or expansion areas

1 Review of mineebut areas which should be depleted frinmReserveestimates
An economic model was generatedinoorporate operating and capital costs and
revenue. BAW reviewed the operating and capital cost estimates prior to applying
them in the economic model. Additional capital costs were included in the economic

model to allow for sustaining capital over th@M.

15.4RESERVE ESTIMATION

TheReserve of theCoal Minewasestimated as of December 2D23,based on the resource
model provided by SG&nd the longerm mine plan completed ftre Sunset and SunriBés.
No Reservewere estimatetbr the B FieldProspect at this time in the absence of mine planning
and detailed technical studi@he key assumptions used to for Reserve estimation are:
1 Measured and Indicated Resources are inclusive of those Mineral Resources modified
to produce th&eserves
1 Reserves do not include any InferiRdsourcesncluding those thatavebeen treated
as wastdi.e. its mining costs have been covered but no revenue has been assumed for
the Inferred Resources)
1 The miningmethod selected is a truekdshovel open pit terrace mining operation
1 Cutoff ash content for raw coal is assumed to be 50%
1 A mining recovery factor of 95% and a mining dilution factor of 2.5% are applied in the
Reserve estimates

1 The pits and thus Reserves are designed tar8B6low the original ground surface

Pagell9of 215
NATDOCS\79202089\V-12



OBAW

1 Reservesare constrained to SGSconcession only although the open pit limits will
extend across the lease boundary into the adjacent'8A@dfcession. SGS and MAK
have an agreement in place that allows SGS to strip off the overburden irs MAK
concession. Coal within the pits within MAd{concession has been treated with no
revenue and no cost whereas the waste within the pits andd\dAKcessiowill be
stripped off at the cost of SGS

1 Reserves are estimated to account for coal and waste thatineds as of December
31, 2@3.

7 Coal price adopted in the Reserve estimates is US $90/t.

1 Totalsmay not add up due to rounding

The Reserve estimated for the Coal Mine as of Decemb@023,is tabulated in
Tablel5-1.

Table 15-1. Reserve Estimate of the Coal Miags of December 31, 2023

Pit Reserve (Mt)
Seam Group
Proven Probable Total
7 0.36 0.28 0.64
6 0.33 1.00 1.33
5U 16.58 7.53 24.12
Sunrise Pit
5L 9.89 2.07 11.96
4 0.74 0.81 1.55
Sub-total 27.90 11.69 39.59
11 0.00 0.00 0.00
10 7.35 0.25 7.60
9 4.60 0.36 4.95
Sunset Pit 8 1.02 0.09 1.10
5U 15.61 0.10 15.71
5L 12.98 0.32 13.31
Sub-total 41.56 1.12 42.68
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Pit Reserve (Mt)
Seam Group
Proven Probable Total

Grand Total 69.46 12.81 82.26

15.5DiscuUsSION

SQR previously reported 179vit of Proven and Probable Reserves of the Coal Mine prepared
by RPM in the 2012 Technical Report. Subsequently, theRetdurces estimated for the Coal
Mine in the 2016 Technical Report had significantly decreased from the previous estimate in
the 2012 Technical Report, principally due to 1) the exclusion of previously estimated
undergroundResources, and 2he downgradeof the resourceategory In response to the
declining coal prices and weak coal transactionditions in the PRC, the Resowsc# the

Coal Mine was not considedl to be reasonably economically viable in the 2016 Technical

Report and thysSQR was not in the position to disclose Reserve in the 2016 Technical Report.

In late 2016, SQR commissioned DMCL to commence a comprehensive review of all relevant
information including technical data, mining strategy, pit optimization, mine plan, production
scheduling, coal processing strategy, sales strategy, coal prices aratirgcooal transaction
conditions,to update its reserve estimate and prepare@ated longerm mine plan. The
reserve estimat@resented irnthe 2017 Technical Report is materially different from the
previous estimate made in the 2016 Technical Réqamduse th&eology Type classification

was upgraded from previously "Severé to "ComplexX. This classification upgrade
subsequently resulted in a revised requirement for the spatial distribution of geological data,
leading to a distinct resource categorization based on the guidelines outlined in @%C 88
Resource categories are-alassified accordingly such that portionof the Indicated and
Inferred Resources can be reclassified as Measured and Indicated Resespmively.

BAW holds theopinion that the Geology Type classification shouldhe2 CompleX category

for theCoal Mine.
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15.6.FACTORS THAT MAY AFFECT COAL RESERVE ESTIMATE

There are certain areas of uncertainty that have the potential to significantly impact the

estimates otoal Reserve These areas include:

T

Changes to longerm coal price assumptions: The estimationcodél Regrvesis
influenced by assumptions regarding future coal prices. If there are significant changes
in long-term coal price projections, it could have a material impact on the economic
viability and classification of the resources.

Changes in geological interpretations: The size, shape, and distribution of the
interpreted coal seams and waste materials play a crucial role in estiroading
Resurces. Any revisions or changes in the geological interpretations, such as
adjustments to the understanding of the deposit's geology, can impact the estimated
quantity and quality of the resources.

Changes in local interpretations: Local interpretations of seam geometry, fault
geometry, and seam continuity can evolve as more data becomes available or through
improved understanding of the geological conditions. These changes in interpretation
can infuence the estimation afoal Resurcesby altering the size, shape, and
distribution of the coal deposits.

Changes to input assumptions for open pit outlines: The estimatmwalbResurces

often involves using open pit outlines to constrain the estimate. Any modifications to
the input assumptions, such as slope angles, pit designs, or mining constraints, can affect
the classification and quantity of the estimated| Reerves

Variations in geotechnical, hydrogeological, and mining assumptions: Assumptions
related to geotechnical factors, hydrogeology, and mining methods play a crucial role
in estimatingcoal Reserves. Changes or variations in these assumptions, such as
alterations in stability parameters, water management considerations, or mining
techniques, can have a significant impact on the estirRateerves. Factors like ground
conditions, water inflow, and mining constraints can affect the technical and economic
feasibiity of extracting the codReserves.

Changes to environmental, permitting, and social license assumptions: Factors related
to environmental regulations, permitting requirements, and social acceptance can play

a significant role in determining the economic viability and feasibility of coalngin
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projects. Any changes in these assumptions, such as stricter environmental standards or

evolving social license considerations, can impact the estimatmrabReserves.

15.7CoMMENT ON SECTION 15

The QP confirms that the estimation cbal Regrveswas conducted using industagcepted
practices and adheres to BMDS on Mineral Resources and Reservid® reserve estimates
are based on assumptions related to ggesrand underground mining. It is important to note
thatcoal Reserves are forwatdoking statements and are subject to potential variations. The

actual results may differ from the estimates due to various factors

The QP asserts that there are no other significant environmental, legal, title, taxation, socio
economic, marketing, political, or any other relevant factors known to him that matddally
impact the estimation of coal Reserves beyond what has been discussed in this TR.
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16. MINING METHODS
16.1 INTRODUCTION

The Coal Mine commenced production at the Sunséh RR08 and subsequentlproduction

at the Sunrise Pitin 2011. To address an increased production target, SGS conducted an updated
Preliminary Feasibility Study (PFS) in 2012. The current mining operatidhexCoal Mine

employs an open pit terrace truakdshovel mining method. This method is chosen due to the
steep dip of the coal seams, which prevents operating machinery on the coal seam roof and
floor. To accommodate this, terraces or benchesxravated at fixed horizontal horizons

within the pit. These benchegersect withboth coal and waste materials.

Separate mining operations are carried out for coal and waste on each bench. Dozers are utilized
as needed to push coal or waste material down texttevator, which loads the material onto

haul trucks for transportation. This approach allows for efficient {acgée open pit mining in

steeply dipping coal seam environments. Given the steep seam dips, waste material is dumped
outside of the pit areas inpit dumping is not feasible. This means that waste material is

transported and deposited outside the active mining area.

Overall, the open pit terrace truakdshovel mining method is employed at the Coal Mine to

enable productive operations.
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Figure 16-3. Sunrise Main Pit (loading waste in southwest working face)

Jan 31,2024 at 10:03
Figure 16-4. Sunrise Main Pit (trucking waste out of pit)
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Feb 11,2024 at 15:59

Figure 16-5. Sunrise Main Pit (blasting in south working face, looking southwest)

16.2PiIT OPTIMIZATION , MINE DESIGN AND LAY -OUT

According to the2017 Technical Report, DMCL usé®it Optimizel' module to design an
optimum ultimate pit shell for the Coal Min&Q17 Ultimate Pit Shell"), which wasachieved

by subdividing the resource model into blocks of certain dimensions with an assigned value
for each block. The assigned value is the result of the revenue generated from extracting the
volume of material after operating costs and other costsreelgto generatethe revenue.
Ultimate pits were designed based on multiple pit optimization paramefeodpgical
conditions,geotechnical parameteend other practical limitationsith a depth of 30@neters
belowthesurface Figure16-6 andFigurel6-7 show the 3D ultimate pit shell of the Sunset and
Sunrise Pitsrespectively. Details of the ultimate pit desigre available from the 2017
Technical Reportigure 168 shows the 3D pit design of B FialMhich was takeand modified

from the 2022 EAMC report.
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BAW reviewed the parameters and procedures of the Baiiate Pit Shellmine design and
layout stated in the 2017 Technical Report. Considering the C@¥9Ipandemic outbreak in
Mongolia and the Mongoli®&RC border during the period from 2020 to early 2023, BAW
recommends that SGS should initiate an update of ultimate pit shell at the earliest opportunity.

BAW has not performed any new ultimate pit design work at this time whemRhssprepared.
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-

East
Extension
Ultimate Pit

1 Ultimate Pit |

@ B Aw Ovoot Tolgoi Deposit n SouthGobi
Mongolia SZSRESOURCES

Figure 16-6. 3D view of the Sunset 2017 Ultimate Pit Shell (not to scale)

Pagel29o0f 215
NATDOCS\79202089\V-12



OBAW

SouthGobi

VS RESOURCES

Ovoot Tolgoi Deposit
@ BAW Mongolia

Figure 16-7. 3D view of the Sunrise 2017 Ultimate Pit Shell (not to scale)
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B FIELD

@ B AW Ovoot Tolgoi Deposit

Monglia

Figure 16-8. 3D view of theB Field Pit Shell2022(not to scale)
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16.3CoAL PROCESSING

The ROM coal, based on the ash content, is classified into A Coal, B Coal, and WF Coal and
is hauled to different coal processing facilities for processiihgre arecurrently three(3)
processing methods and facilities on diteluding ROM coal mobile screeRifurel6-9), jig

box washing igure16-10), and pneumatic jet processirigqurel16-11).

Figure 16-10. Jig box washing
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Figure 16-11. Pneumatic jet processing plant

The ROM coal mobile screen is usegtocessA Coal and B Coal, including A and B . The
jig box is applied for processing WEoal into B Coal or B or F Coals while the pneumatic jet
process th&V/F Coal into B or F Coal. Unlikéne A or B Coal, the ash content of th&F Coal
ashranges fron23% to 60%. Low ash WEoal (< 45% db can be washed into B or B or F
Coal. High ash WIEoal (> 45% db) can be processed into B or F Coal.

Considering the process efficiency, operation cost, wash water treatment, water supply and
processing capacity is not planned to process high ash WF Coal through the washing plant.
However the pneumatic jas more efficienin handlingthe high ash WEoalcomparedo the
washingplant In addition the pneumatic jet facilities have higher availability than the ingsh

plant
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Figure 16-13. High ash WRCoal (> 45% db)

In addition tothe wasing plant and pneumatic jet facilitieg,rotary breakewas installecat
the Coal Mine However,BAW understands that the rotary breaker has never been put into
operation due to concerns regarding the loss of oversized coal in the reject stream, high

operational costs, and frequent maintenance requirements.
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Figure 16-14. RotaryBreaker

The capacityof the processing facilitiess summarizeagsbelow:
1 ROM coal mobile screen: 2506nnes per hour'{tph") / per unit,assistedvith a loader
and an excavatavith a90% availability
Jig box (2modules): 130 tphvith a40% availability and
Pneumatic jet (FG8A, 6 unit): 750 tphwith 80% availability.

Coal product quality control isf utmost importance such thtite specification of thecoal

productssatisfies the requirements set by the Chinese buyers.

16.4MINE PLANNING

Production has been ongoing in the Sunset Pit and Sunrise Pit Z008e and201Q
respectively According to the data as of the end of 2023, a totat@ind43.1 Mt of ROM

coal ha been extracted from the two pits. The primary coal seams being mined are Seam No
5L and 5U, which have been the main sources of coal produttesunset and Sunrise Pits

have contributedpproximately 20.2ént and 18.43nt of ROM coal respectively
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In order to address the expanded production target, SGS commissioned DMCL in 2016 to
prepare a mine plan for both the Sunrise and Sunset Pits with a combined production target of
9 mtpa of ROM coalas stated ithe 2017 Technical Repoiithis mine planwas scheduled to
commence in 2017 and toe completed by 2030However, after reviewing the annual
production data provided by SGBAW understands thagxcluding the disruption caused by

the COVID-19 pandemic during the period from 2020 to 2GR2,actuaproduction capacity

from 2018 to 203 was around 30 5 mtpaas shown inrable16-1.

Table 16-1. Historic Production of the Coal Mine from 2018 to 2023

Vear Sunset Pit Production Sunrise Pit Production Combined Production
(mt) (mt) (mt)
2018 1.81 2.53 4.34
2019 1.60 3.45 5.05
2020 1.11 0.38 1.49
2021 0.90 0.46 1.36
2022 0.54 0.16 0.70
2023 3.53 0.24 3.76
Grand Total 9.48 7.21 16.69

BAW believesthat acombinedproduction target o4 to4.5mtpaof ROM coal as advised by
SGS,shall be achievable for the Coal Mine

16.5GEOTECHNICAL ASSESSMENT

DMCL in 2017has undertaken a geotechnical review of all available geotechnical data from
the SGS archived files and previous geotechnical work completed by other parties for both the

Sunset and Sunrise Pits. Geotechnical assessment reports which were reviewed include
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1  Memorandumi Ovoot Tolgoi Project Slope Stability Assessment and Pit Slope
Design Guidelines, by Sean Ennis, Steve Bundrock, and Jay Horton of Norwest, dated
May 25, 2007

1  Report (Volume I and Volumi) -Evaluation/Analysis West Pit Slope Stability Ovoot
Tolgoi Coal Mine Nariin Sukhait Coal Deposits, by Ben L. Seegmiller of Seegmiller
International, dated December 2008

1  Memorandumi Ovoot Tolgoi Mine Pit Wall Stability Update, by Sean Ennis of
Norwest, dated September 24, 2009

1  Report- South Gobi Sands Geotechnical Assessment, by Ross Seedsman of Minarco
Mine Consult{MMC), dated March 2011

1  Report- Geotechnical Assessment of the Sunrise and Sunset Pits, by Debbie Oliver,
Alan Naismith of SRK, dated March 2014

1  Geological crossections showing the interpreted geological structure in the pit areas,

prepared by SGS geologist and engineer during the site visit.

In 202, AMC Mining Consultant and Services citageotechnical investigatiomade byAi

Aim Kay LLC, a Mongolian geotechnical firm which evaluated the slope failures that happened
in the northern walls of both Sunset and Sunrise Aitey concluded that threason for the
landslides that occurred dueto the stretching of the coahnd thepresence ofoose clay
materialwithin the coal bed. It was determined tHag to the influence of ttstructure continuous

sliding occured. They have also reiterated that SGS should follow the parameters set by previous
geotechnical consultants regarding slope design to prevent or minimize slope failuregutuirthe

especially as the mine goes deeper and wider.

BAW has not performed any new pit slope stability analydiise preparation of thiSR. BAW
during its site visitobservedslope failures and wedge structures which can impede mining
operation in the future if not addressed prop&8B\W recommends that SG®ntinue its daily

slope monitoring routine® mitigate potentiahccidents caused by impending slope failures.
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16.6HYDROGEOLOGICAL ASSESSMENT

SGScommissioned RPS Agterra to carry out hydrogeological surveys for the Sunset and
Sunrise Pits, including'Sunset Pit Depressurization Field Investigation Répddted
December 72011,and"Sunrise Pit Mine Water Management Feasibility Assesshuzaied
February 24, 2012.

In 2017. DMCL consideed that the hydrogeological characteristics of the Sunset Pit and
Sunrise Pit are generally low yield, low permeability and fraefiore based from the previous
hydrogeological workPassive irmit-sump is adopted for dewatering at the Sunset Pit and
Sunrise Ri

BAW has not performed any ndwdrogeologicahssessmerih the preparation of thisR.

Jan.31, 2024 at 09:21

Figure 16-15. Frozen Pit Pool at the bottom of the Sunrise Extension Pit

Pagel38of 215
NATDOCS\79202089\V-12



Jan 31,2024 at 10:28

Figure 16-16. Frozen Pit Pool at the bottom of the Sunrise Main Pit

16.7 PRODUCTION AND WASTE SCHEDULING

Most of thecoal has beemined from Seam Nos. 5L and 5U tbe Sunset and Sunrise Pits.

The void of the Sunset Rias asizeof approximately 1,80in long (wesi east), 1,039 m wide
(southi north) and 189n deep (bottom of the pit) as of the end of 2023. The void of the Sunrise
Main Pithas a size odipproximately 1,878 long (west east), 1,129 wide (soutli north)

and 194n deep (bottom of the main pit) as of the end of 2023. The void of the Sunrise Extension
Pit has a size ofpproximately 420n long (southwesit northeast), 436n wide (southeast
northwest)and 88m deep (bottom of the main pit) as of the end of 2023.

Determining the optimal mining sequence at the Coal Mine required several iterations of
scheduling. The objective was to prioritize the mining of SeasbN@nd 5U. To achieve this,

specific pit wall pushbacks were planned for the initial years, either in the Sunset Pit or Sunrise
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Pit. The preferred mining sequence incorporates a series of nested pit shells within the ultimate
pit design. Additionally, pit wall pushbacks are implemented, particularly in the north wall and
south wallto facilitate mining operations. This approach allows for the extraction of coal from
Seam Ne.5L and 5U.

In the Sunset Pit, pit wall pushback is employed to mine the ultimate pit from top to bottom.
This means that as mining progresses, the pit wall is progressively widened to access deeper
portions of the coal deposit. In the Sunrise Pit, a bdraded pit wll pushback strategy is
utilized. This approach involves mining the ultimate pit from top to bottom on a {gnch

bench basis. By implementing this method, the mining operations can efficiently progress

through the coal seams.

Balancing the production and waste stripping activities between the Sunset and Sunrise Pits is
crucial for maintaining a lower strip ratio throughout the LOM. This ensures that the ratio of
waste material removed to the amount of coal extracted remaiosafde, optimizing the

overall efficiency and economics of the operation.

The updated longerm mine plan for both the Sunrise and Sunset Pits aims to achieve a
combinedproduction target of 4.;tpaof ROM coalwith a LOM of 19 years The mine plan

is confined within the ultimate pit shells.
Table 16-2 shows the annuadroductionand waste schedulsf the Sunset and Sunrideits.
Error! Reference source not found.shows the ROM coal quantities based on raw ashl

contentfor combinedSunset and Sunrise Pits

Table 16-2. Annual Production and Waste Schedule of the Sunset and Sunrise Pits

Sunrise Pit Sunset Pit Combined
Year ROM Waste  Strip Ratio ROM Waste  Strip Ratio ROM Waste Strip Ratio
kt kBCM  BCM/tonne kt k BCM BCM/tonne kt k BCM BCM/tonne
1| 2024 | 1,972 5,936 4.1 2,508 8,820 4.8 4,480 14,756 4.5
2 | 2025| 2,016 4,985 3.4 2,391 9,878 5.7 4,407 14,863 4.6
3 |2026| 1,974 5,138 3.6 2,493 10,030 55 4,466 15,168 4.7
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Sunrise Pit Sunset Pit Combined
Year ROM Waste  Strip Ratio ROM Waste  Strip Ratio ROM Waste Strip Ratio
kt k BCM  BCM/tonne kt k BCM  BCM/tonne kt k BCM BCM/tonne

4 | 2027 | 2,094 6,366 4.2 2,371 8,254 4.8 4,464 14,621 4.5
5 | 2028 | 2,073 5,264 3.5 2,483 10,422 5.8 4556 15,686 4.7
6 | 2029 | 2,086 5,658 3.7 2,431 10,317 5.8 4517 15,975 4.9
7 | 2030 | 2,004 5,879 4.0 2,472 10,366 5.8 4,477 16,244 5.0
8 | 2031| 2,167 7,011 4.5 2,502 9,891 5.4 4,669 16,902 5.0
9 | 2032| 2,003 8,339 5.7 2,448 7,746 4.4 4,451 16,086 5.0
10| 2033 | 2,062 9,019 6.0 2,539 6,355 34 4,601 15,374 4.6
11| 2034 | 2,146 9,278 6.0 2,486 4,558 25 4,632 13,836 4.1
12| 2035| 2,108 8,192 5.4 2,356 4,258 25 4,464 12,451 3.8
13| 2036 | 2,147 7,500 4.8 2,439 4,473 25 4586 11,973 3.6
14| 2037 | 2,196 7,121 4.5 2,448 4,610 2.6 4,643 11,731 3.5
15| 2038 | 2,193 6,739 4.2 2,490 4,482 25 4,683 11,221 3.3
16 | 2039 | 2,107 6,551 4.3 2,426 4,248 24 4,533 10,798 3.3
17 | 2040| 2,169 5,484 3.5 2,448 3,942 2.2 4,617 9,426 2.8
18 | 2041 | 2,073 1,627 11 945 1,552 2.3 3,018 3,179 15
19| 2042 | 2,000 1,610 11 N/A N/A N/A 2,000 1,610 11

Total 39,588 117,697 4.1 42,676 124,204 4.0 82,263 241,900 4.1

Table 16-3. Annual ROM Coal Quantities by Ash Content for Combined Sunset and Sunset

NATDOCS\79202089\V-12

Pits
ROM A B F
Year Ash: <12.%% Ash: 12.4% - 15.2% Ash: 15.2% - 50%
“ kt kt kt
1 | 2024 4,480 911 1,965 1,604
2 2025 4,407 750 1,842 1,815
3 | 2026 4,399 558 2,193 1,649
4 | 2027 4,414 536 1,971 1,908
5 | 2028 4,561 809 2,453 1,299
6 | 2029 4,534 1,085 2,771 678
7 | 2030 4,579 1,199 2,511 868
8 | 2031 4,599 1,909 2,121 569
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A B F
Year ROM Ash: <12.%% Ash: 12.4% - 15.2% Ash: 15.2% - 50%
« kt kt kt
9 2032 4,575 1,569 2,064 943
10 | 2033 4,699 1,505 1,691 1,502
11 | 2034 4,688 2,133 1,656 900
12 | 2035 4,679 2,495 1,613 571
13 | 2036 4,648 2,497 1,602 549
14 | 2037 4,542 2,482 1,556 504
15 | 2038 4,533 2,576 1,632 325
16 | 2039 4,492 2,708 1,504 279
17 | 2040 3,810 2,231 1,225 354
18 | 2041 3,464 1,610 1,177 676
19 | 2042 2,161 121 1,775 265
Total 82,263 29,684 35,323 17,256

16 8 WASTE DUMP AND SCHEDULE

All waste is dumped epit in the existing waste dump areas at the Sunset and Sunrise Pits
within SGSs concessiarThis will aso allow for future exposure and excavation of coal seams

in the pits to a greater depth, provided that those coal resources are proven to be economically
viable.BAW visited the active expit dumps of the Sunset and Sunrise Rit§anuary2024.

Figure 16-17 and Figure 16-18 show the active epit dumps at the Sunrise and Sunset,Pits

respectively.

Table 16-4. Sunset and Sunrise Waste Dump Design Parameters

Dump Design Parameter Sunset Dump Sunrise Dump

Dump Bench Height (m) 14 14

Dump Bench Face Slop®8 ( 32 32
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Dump Design Parameter

Sunset Dump

Sunrise Dump

Dump Bench Safety Berwidth (m)
Minimum Offset Distance Pit Crest to Dumgm)
Maximum Dump Height (above current surface) (m)

Swell Factor for Waste Rock

100

120

1.2

100

100

1.2

Figure 16-17. Active Ex-Pit WasteDump of the Sunrise Pit (looking north)
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