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AN INDEPENDENT MINERAL EXPERTS’ REPORT ON THE GOLD MINING AND 

EXPLORATION ASSETS OF SAUDI ARABIAN MINING COMPANY (Ma’aden) 
- EXECUTIVE SUMMARY 

 
1.0E INTRODUCTION 
1.1E Background 

SRK Consulting (UK) Limited (“SRK”) is an associate company of the international group 
holding company, SRK Global Limited (the “SRK Group”).  SRK has been commissioned by 
the board of directors of Saudi Arabian Mining Company (“Ma’aden” also referred to as the 
“Company”) to prepare an independent mineral experts’ report (“MER”) on the gold mining 
assets (the “Mining Assets”) and gold exploration assets (the “Exploration Assets”), 
collectively referred to as the “Gold Assets” of the Company (Figure 1.1E).   

The MER (available in full electronically on the Company’s website and by hard copy on 
request from the Company) has been prepared by SRK.  An extract from the MER will be 
included in its entirety in the prospectus (the “Prospectus”) to be published by the Company in 
connection with the simultaneous offering (the “Offer”) of ordinary shares in the Company and 
the proposed admission (the “Admission”) of such shares to trading on the Saudi Stock 
Exchange. 

The MER has been prepared in accordance with the Listing Rules as defined by the Capital 
Market Law (the “CMA”) issued by Royal Decree No M/30 dated 1 August 2003, hereinafter 
referred to as the “CMA Listing Rules”.  In the absence of any detailed specific rules relating 
to the disclosure requirements for resource companies, SRK has in generating the MER, 
relied on the following for guidance: 

• “CESR’s recommendations for the consistent implementation of the European 
Commission’s Regulation on Prospectuses No. 909/2004”, published in January 2005:  
specifically paragraphs 131 to 132, section 1b – Mineral Companies, hereinafter referred 
to as the “CESR Recommendations”; and 

• The “Guidance note for Mining, Oil and Gas Companies, March 2006”: specifically the 
content requirements at Appendix 2 and the summaries set out in Appendices 1 and 3 ( a 
document published by the London Stock Exchange Limited (the “LSE”) in accordance 
with the Alternative Investment Market Rules of the LSE. 

The MER contains a detailed valuation of the Gold Assets, accordingly the MER constitutes a 
competent person’s report within the meaning of Chapter 19 of the United Kingdom Listing 
Authorities’ (“UKLA”) Listing Rules as it existed on 30 June, 2005 (prior to its deletion upon 
the implementation in the UK on 1 July 2005 of the Prospectus Directive as published by the 
Financial Services Authority from time to time and governed by the UKLA.  Accordingly the 
valuation of the Gold Assets is limited to the valuation of the Ore Reserves and specifically 
excludes all other assets of the Company’s gold division (”Ma’aden Gold”). 
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The standard adopted for the reporting of the Mineral Resources and Ore Reserve statements 
for the Mining Assets is that defined by the terms and definitions given in The 2004 
Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves 
(the “JORC Code”) as published by the Joint Ore Reserves Committee of the Australasian 
Institute of Mining and Metallurgy, Australian Institute of Geoscientists and Minerals Council of 
Australia.  The JORC Code is an internationally recognised Mineral Resource and Ore 
Reserve reporting code. 

The MER has been prepared under the direction of the Competent Persons’ (the “CPs”, see 
Section 1.2E) as defined by the JORC Code who assume overall professional responsibility 
for the document.  The MER however is published by SRK, the commissioned entity, and 
accordingly SRK assumes responsibility for the views expressed herein.  Consequently with 
respect to all references to CPs and SRK: ‘all references to SRK mean the CP and vice-
versa’. 

The MER is addressed to the Company and JPMorgan Chase Bank N.A. (the “Financial 
Advisor”).  Drafts of the MER were provided to the Company, but only for the purpose of 
confirming both the accuracy of factual information and the reasonableness of assumptions 
relied upon in the MER. 

SRK has given and has not withdrawn its written consent to the inclusion of the Executive 
Summary of its MER set out in “Prospectus: Mineral Expert’s Report” and references to its 
report and its name in the form and context in which they are respectively included and has 
authorised the contents of its report and context in which they are respectively included and 
has authorised the contents of its report for the purposes of compliance with the Listing Rules. 

In respect of all matters in relation to Limitations, Reliance on Information, Declarations, 
Consent and Copyright, the reader is referred to Section 1.6 of the MER (main report). 

The MER includes technical information, which requires subsequent calculations to derive 
subtotals, totals and weighted averages.  Such calculations may involve a degree of rounding 
and consequently introduce an error.  Where such errors occur, SRK does not consider them 
to be material. 

 
1.2E Review Process 

The MER is dependent upon technical, financial and legal input.  The technical information as 
provided to and taken in good faith by SRK has not been independently verified by SRK by 
means of complete re-calculation of the Mineral Resources and Ore Reserves.  SRK has, 
however, conducted a review and assessment of all material technical issues likely to 
influence the future performance of the Mining Assets which included the following: 

• Inspection visits to the Mining Assets’ mining and processing facilities, surface structures 
and associated infrastructure undertaken most recently April 2006; 

• Discussion and enquiry following access, to key project and head office personnel 
between June 2007 and October 2007; 

• An examination of historical information (2004, 2005, 2006 and 2007H1) and results 
made available by Ma’aden Gold in respect of the Mining Assets; and 

• A review and where considered appropriate by SRK, modification of Ma’aden Gold’s 
production forecasts contained in the Life-of-Mine plans (“LoMp”). 

SRK has also: 

• Assumed certain macro-economic parameters and commodity prices and relied on these 
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as inputs to undertake a break even analysis of Ma’aden Gold’s Ore Reserve estimates 
(hereinafter referred to as the Ore Reserve economic viability assessment  -  the “Ore 
Reserve EVA”) and to derive the Equity Value of Ma’aden Gold; and 

• Satisfied itself that such information is both appropriate and valid for the Ore Reserve 
EVA and derivation of the Equity Value as reported herein.   

Where fundamental base data has been provided (LoMp, capital expenditures, operating 
budgets etc) for the purposes of review, SRK has performed all necessary validation and 
verification procedures deemed appropriate in order to place an appropriate level of reliance 
on such information. 

The forecast of commodity prices in real terms (Table 5.1E) are based on the following: 

• For gold, a combination of the short term and long term price profiles as provided by 
Brook Hunt & Associates Limited (“Brook Hunt”); and 

• For silver, zinc, copper and lead the consensus market forecasts (annual averages of 
various market analysts’ forecasts). 

In undertaking the Ore Reserve EVA a break even gold price which:  

• Is equivalent to the weighted average LoMp real terms total costs;  

• Reflects the current (2007H1) cash costs reported on a by-product basis; and 

• Is required to return a zero Net Present Value at a real terms discount factor of 10%. 

The individuals who have provided input to this MER, who are listed below, have extensive 
experience in the mining and smelting industry and are members in good standing of 
appropriate professional institutions. 

• Christopher Wilson, MAusIMM, PhD; 

• David Pattinson, CEng, MIMMM, PhD; 

• David Pearce, F.AusIMM, CPMin, MBA, M.Eng.; 

• Fiona Cessford, CBio (UK), PrSciNat, MSc; 

• Howard Baker, MAIMM, MSc; 

• Ian Brackley, CEng, MICE, MIMMM, FSAIMM, BSc, PhD;  

• Iestyn Humphreys, MIMMM, AIME, PhD; 

• Jane Joughin, PrSciNat, MSc; 

• Lucy Roberts, GMAusIMM, PhD; 

• Mark Campodonic, FGS, AIQ, MSc; 

• Martin Pittuck, CEng, MIMMM, MSc; and 

• Richard Connelly, CGeol, CEng, FIMMM, FGS, FIQ, FACE, MSc. 

The Competent Person with overall responsibility for reporting of Mineral Resources is Mr 
Martin Pittuck, CEng, MIMMM, MSc who is an employee of SRK.  Mr Martin Pittuck is a 
mining geologist with 12 years experience in the mining industry and has been responsible for 
the reporting of Mineral Resources on various properties internationally during the past five 
years. 

The Competent Person with overall responsibility for reporting of Ore Reserves is Mr David 
Pearce CEng, A AusMMM, MSc, MBA, who is an employee of SRK.  Mr David Pearce is a 
mining engineer with 20 years experience in the mining industry and has been involved in the 
reporting of Ore Reserves on various properties internationally during the past five years.
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2.0E THE GOLD ASSETS 
2.1E Introduction 

Cash costs as reported in this MER have been standardised on a gold by-product basis with 
gold production as the denominator.  In recognition that the operating mines produce gold, 
silver and base metals in varying proportions, SRK has also included cash costs reported on 
a co-product basis where the gross operating cash costs (excluding by-product credits) are 
divided by equivalent gold production determined by the prevailing commodity prices 
determined during the reporting period. 

2.2E Ma’aden Gold 
The Company intends to become a public listed company on Tadawul, the Saudi Arabian 
Stock Exchange.  Ma’aden Gold maintains its principal executive offices in the city of Jeddah, 
Mecca Province, Saudi Arabia. 

Ma’aden Gold’s principal activities include exploration, development, and operation of gold 
mines and metallurgical processing facilities which in addition to gold and silver also produce 
(Mahd Ad’Dahab and Al Amar) precious metals rich copper and zinc concentrates for third 
party toll smelting.  Ma’aden Gold’s assets are all located in Saudi Arabia which include: five 
operations (Mahd Ad’Dahab, Al Amar, Bulghah, Sukhaybarat (processing facility only), and Al 
Hajar); one Development Property (Ad Duwayhi); five advanced exploration properties 
(Mansourah, Ar Rjum, Masarrah, As Suk and Zalim) and 33 other exploration properties 
(Figure 2.1E, Table 2.1E). 

As at 1 July 2007, Ma’aden Gold (Table 3.1E) had Ore Reserves of 1.3Moz of gold contained 
within 21.7Mt and grading 1.9g/t Au and Mineral Resources of 10.0Moz of gold (10.1Moz gold 
equivalent) contained within 132.8Mt and grading 2.3g/t Au (2.4g/t Au Eq). 

In 2006, Ma’aden Gold (Table 2.2E) processed approximately 5.4Mt of ore and produced 
approximately 167koz of gold (193koz gold equivalent) at a by-product cash cost of 
US$283/oz.  For the six months period ended 30 June 2007, Ma’aden Gold processed 
approximately 2.1Mt of ore and produced approximately 75koz of gold (86koz gold equivalent) 
at a by-product cash cost of US$292/oz. 

Ma’aden Gold employs a total of 728 (Table 2.3E) total employees costed (“TEC”), 607 of 
whom are employed directly at the Mining Assets: Mahd Ad’Dahab (234), Al Amar (112), 
Bulghah (106), Sukhaybarat (94), Al Hajar (61); and a further 121 are employed at Ma’aden 
Gold’s head office in Jeddah. 

Total Environmental Liabilities (Table 2.4E) comprise biophysical and social (Terminal 
Benefits) of US$27.1m (Biophysical – US$19.0m; Terminal Benefits – US$8.1m).  At 30 June 
2007, Ma’aden Gold had total Plant Property and Equipment (“PP&E”) valued at US$62.2m. 

An analysis of international gold companies based on 2006 calendar statistics indicates that 
Ma’aden Gold is ranked 46th in respect of production and 18th in respect of cash costs.  Figure 
2.1E presents the industry cash cost curve for mining companies based on equity 
participation and by-product reporting principles.  Figure 2.2E presents the industry cash cost 
curve for mining operations based on equity participation and by-product reporting principles. 
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Table 2.1E Gold Assets(1) 

Gold Assets Type(2) Licence Expiry(3) Area
   (km2)

Mining   
Operations   110.3
Mahd Ad'Dahab u/g Mahd Ad‘Dahab Dec-2017 10.3
Al Amar u/g Al Amar Dec-2026 5.0
Bulghah o/p Bulghah Dec-2030 39.0
Sukhaybarat s/f Sukhaybarat Dec-2017 50.0
Al Hajar s/f Al Hajar Jun-2027 6.0
Development Property   646.0
Ad Duwayhi o/p Aduwayah Oct-2007 646.0
Exploration   
Advanced Exploration Properties   10,923.8
Mansourah o/p Al Uruq Jul-2008 4,302.3
Ar Rjum o/p Ash Shakhtaliyah Feb-2007 6,333.0
Masarrah o/p Ash Shakhtaliyah Feb-2007 6,333.0
As Suk o/p Ash Shakhtaliyah Feb-2007 6,333.0
Zalim o/p Zalim Jun-2008 288.5
Other Exploration Properties   36,597.2
3 Prospects n/d Aduwayah Oct-2007 646.0
6 Prospects n/d Al Hajar Dec-2007 1,499.5
2 Prospects n/d Al Jardhawiyah Aug-2006 7,609.0
4 Prospects n/d Al Uruq Jul-2008 4,302.3
8 Prospects n/d An Najadi, Nugrah, Mawan, Habla Dec-2009 1,847.1
2 Prospects n/d As Siham Jun-2007 5,504.4
2 Prospects n/d Ash Shakhtaliyah Feb-2007 6,333.0
1 Prospects n/d Miskah Aug-2007 7,013.0
1 Prospects n/d Tawan Nov-2006 415.7
1 Prospects n/d Shabah Sep-2006 6,944.5
3 Prospects n/d Wurshah Sep-2006 5,764.0
(1) The Mining Licences and the Exploitation Licences reflect the anticipated position by the Company for Ma’aden Gold following relinquishment 

of certain areas in accordance with the licence conditions. 
(2) u/g – underground; o/p – open-pit; s/f – surface sources; n/d – not determined. 
(3) For all licences which are expired as of 30 June 2007 or are due to expire in 2007, SRK has been informed that the necessary applications for 

renewal have been lodged with the regulatory authorities. 

Table 2.2E Ma’aden Gold: salient historical (2004-2007H1 inclusive) and forecast 
(2007H2, 2008) operating statistics 

Statistics Units 2004 2005 2006 2007H1(1) 2007H2 2008
Processing   
Tonnage (kt) 5,638 5,813 5,449 2,134 2,208 5,100
Grade (g/t Au) 1.9 1.6 1.2 1.3 1.3 1.5
Production   
Gold (koz Au) 265 240 167 75 71 182
Silver (koz Ag) 467 434 293 149 133 379
Zinc (t Zn) 0 0 983 294 617 6,150
Copper (t Cu) 660 668 730 425 329 1,476
Lead (t Pb) 0 0 0 88 96 193
Gold Equivalent (koz Au Eq) 279 256 192 86 81 233
Expenditures   
Cash Cost(2) - on mine (US$/t) 11.14 9.33 10.57 12.04 14.73 15.10
Cash Cost(3) - Co-product (US$/oz) 233 220 317 320 425 376
Cash Cost(4) - By-product (US$/oz) 225 207 283 292 391 293
Capital Expenditure (US$m) 9.77 26.59 20.28 10.45 5.60 10.55

(1) The reduced cash operating costs for 2007H1 compared with 2007H2 is impacted by the significant (US$5.8m) under spend of corporate 
overheads (General and Administration, Projects and Technical Services, and Exploration).  This under spend equates to a unit cash cost (by-
product) basis of US$70/oz and is not assumed to continue in the current LoMp. 

(2) On mine cash costs excluding concentrate and bullion related treatment, refining and realisation charges. 
(3) Co-product cash cost based on cash cost excluding by-product credits divided by gold equivalent production (payable). 
(4) By-product cash cost based on cash costs net of by-product credits divided by gold production (payable). 

Table 2.3E Mining Assets: human resource statistics (historical and forecast) 
Human Resources Units 2004 2005 2006 2007H1 2007H2 2008
Mahd Ad'Dahab (No) 227 223 229 234 234 234
Al Amar (No) 7 20 84 112 0 170
Bulghah (No) 127 97 98 106 106 106
Sukhaybarat (No) 85 85 92 94 94 94
Al Hajar (No) 64 60 77 61 61 61
Head Office (No) 143 109 124 121 121 121
Total (No) 653 594 704 728 616 786

 

The Company’s Health, Safety and Environmental Policy commits to the establishment of a 
health, safety and environmental management system.  Ma’aden Gold has designed a 
environmental management system (“EMS”) manual and a occupational health and safety 



SRK Consulting Ma'aden Gold MER – Executive Summary 
 

 
 
U3330_Ma'aden MER.doc November, 2007 
 Page vii 

system (“OHSS”) manual and intends to introduce these in the second half of 2007. 

The Company is not currently ISO 14001 compliant and SRK notes that the proposed EMS 
system and policy statement does not reference compliance with the World Bank, Equator 
Principles or the principles established by the International Council of Mining and Metals 
(“ICMM”).  Notwithstanding this limitation, the Company has employed external consultants 
for the generation of certain regulatory documentation: specifically Environmental Impact 
Assessments (“EIAs”) for some mines and closure plans for some mines. 

SRK has assessed Ma’aden Gold’s performance in this area in respect of compliance with 
World Bank, Equator Principles, ICMM and local regulatory requirements.  Details regarding 
these components are given in the site specific sections of the MER.   

Based on the items defined at each operation and discussions held with the Company, SRK 
has estimated the total Environmental (biophysical closure) liabilities and Social (terminal 
benefits liabilities – “TBL”) for the Gold Assets as summarised in Table 2.4E.  To date, no 
cash provision has been made in respect of funding this liability.  Whilst not a requirement it is 
understood that the liability will be funded from future cashflows as generated by 
implementation of the current LoMp. 

Table 2.4E Gold Assets:  environmental (biophysical and social) liabilities 
Assets Biophysical Closure Terminal Benefits Liability Total Closure

 (US$m) (US$m) (US$m) (Year)
Mahd Ad'Dahab 6.4 1.8 8.2 2012
Al Amar 2.0 2.1 4.1 2014
Bulghah 2.5 0.4 2.9 2011
Sukhaybarat 4.0 0.6 4.6 2014
Al Hajar 2.1 0.3 2.4 2010
Head Office(1) 2.0 2.9 4.8 2014
Total 19.0 8.1 27.1 2014

Table 2.5E presents the safety statistics for the Gold Assets and includes the lost time injury 
frequency rate (“LTIFR”) for 2005 through 2007H1 inclusive.  These have been determined 
from the reported lost time accidents recorded and converted to a rate per million hours 
worked assuming the reported TEC per period, 48 working weeks per annum, five working 
days per week and eight hours per day.  The overall safety performance of the Mining Assets 
during 2007H1 (measured against performance during 2006) is summarised as follows:  no 
fatalities; an increase in the LTIFR from 9.74 to 15.64 per million man hours worked.  For 
comparison, the Ontario benchmark target is 0.15 per million man hours for fatality rates and 
7.50 per million man hours for LTIFR. 

Table 2.5E Mining Assets: safety statistics 

Assets 2005 2006 2007H1
LTIFR  
Mahd Ad'Dahab 2.34 4.55 17.81
Al Amar 0.00 6.20 27.90
Bulghah 5.37 5.31 9.83
Sukhaybarat 0.00 22.64 11.08
Al Hajar 0.00 20.29 17.08
Exploration 0.00 8.40 0.00
Total 1.95 9.74 15.64
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