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Trans-Siberian Gold plc (TSG) is a UK-based resources company,
established in 2000 with the objective of acquiring and developing a portfolio
of quality gold-mining assets in Russia. The Company is listed on the London
Stock Exchange’s Alternative Investment Market (AIM).

With a well established position in Russia and strong growth prospects,
TSG is now moving towards gold production.

TSG currently has two primary locations at Asacha/Rodnikova in the
Kamchatka peninsula in Far East Russia and at Veduga/Bogunay in the
Krasnoyarsk Region in Siberia and is pursuing other exploration properties.

The Group’s properties contain approximately 3.7 million oz of gold in
mineral resources calculated to JORC standards.

Gold production at Asacha is expected to be 30,000 oz in 2008 and
approximately 100,000 oz pa over the subsequent fve years, before
tailing off towards the end of the current planned life of the operation.

The study on fnding the best method of extracting gold from the

Veduga deposit is dependent on metallurgical testwork due for completion
in mid 2006, after which gold production from Veduga can be more
accurately estimated.

Group Resources (JORC)

Measured+
Measured+ Indicated+ Grade g/t
Property Indicated oz Inferred oz (Au Equivalent)

Asacha* 541,240 675,220 23.1

Rodnikova* 166,450 267,690 9.3
Veduga 2,044,140 2,790,160 5.2
Total 2,751,830 3,733,070 =

* Asacha and Rodnikova fgures include silver equivalent oz (50 oz Ag = 1 0z Au)
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STATEMENT

Site preparation, Asacha

At the end of March 2006, Jeremy
Marshall retired as Chairman and as a
director of the Company. He had been
Chairman of TSG since 2001 and helped
to guide the Company through its
formative years and its debut as a public
company on AIM in November 2003. | am
pleased to have been elected as the new
Chairman and would like to thank Jeremy
for his valuable contribution to the
Company. We will miss his wide
experience and good sense.

The period under review has seen some
high and low points as the Company
continued with its transformation from
an exploration company into a growth-
orientated producer. However, as you
read through the report you will no doubt
agree that the Company is now in a
position to bring the Asacha project in
Kamchatka into production and develop
a viable strategy for the Veduga property
in Krasnoyarsk Krai, as well as address
growth beyond these two assets.

At Asacha there were two challenges
that had to be overcome during the year.
First, the technical due diligence carried
out on behalf of Standard Bank plc
(Standard) and the European Bank for
Reconstruction and Development
(EBRD), who were jointly mandated to
arrange project fnance for Asacha,
identifed certain technical shortcomings
in the Asacha plan; and, secondly, we
had to apply for an extension to the
condition in the Asacha licence requiring
the production of the frst 1,000 kg of
gold by 30 June 2006 before the project
could proceed.

In November, Jocelyn Waller, whose
entrepreneurial fair and energy led to
the establishment of the Company, and
who had been CEO since the Company
was formed in 2000, stood down as
Managing Director. He remains a director
of TSG in a non-executive capacity.
Jonathan Best, a former Finance Director
of AngloGold Ashanti Limited (AGA), was
appointed Managing Director on an
interim basis pending the recruitment of
a permanent replacement. At the same
time Glen Koropchuk was seconded from
AGA and appointed TSG’s Chief
Operating Offcer. Their international
experience and leadership and their

expertise in helping to solve the
problems that were holding back the
Company’s development have been
invaluable and we are extremely
fortunate to have secured their services.
We have also continued to beneft
enormously from AGA’s support and
assistance across the whole project.

The management, together with AGA
technical specialists, whose services
are provided under the auspices of a
Technical Consultancy Agreement with
AGA, have reviewed the Asacha project
and updated the feasibility study
addressing all of the areas about which
the banks had concerns. Taking into
account these requirements, the high
rate of infation in Russia and the
strengthening of the rouble the project
cost has increased to $100 million
inclusive of $12 million of refundable VAT
and a contingency of $6.3 million. Of the
total amount, $26 million has already
been spent. We now believe that we have
a robust, well engineered project, with
production scheduled to commence in
2008. Changes to the plant design will
give it an increased capacity of
approximately 220,000 tonnes per
annum and the expected production
from the mine is approximately 617,000
oz over seven years. We do, however,
believe that good potential exists to
increase this level of gold production by
at least 50% from a northern extension
to the existing orebody and from

two other orebodies in the proximity.

A focused exploration programme to
prove up these areas is planned.

| am pleased to report that an extension
to the production condition in the Asacha
licence to the end of 2008 was granted in
May 2006. Certain milestones in the
licence for Rodnikova, TSG’s other
property in Kamchatka, have also been
extended, with production of gold and
silver to commence in 2012 or after
depletion of Asacha’s ore. The term
sheet for project fnance of up to $50
million was signed with Standard on 8
June 2006. While we fnalise the plans for
raising further funds from the equity or
near equity market, AGA has made
available a loan of $10 million on
commercial terms in order to prevent
further delays to the project. The loan



will be convertible into TSG shares when
the Company raises new equity. | believe
that we are now well positioned to
proceed apace with this project.

During 2005, Aker Kvaerner (AK), in
conjunction with the Russian institute
Giprotsvetmet, conducted a pre-
feasibility study on the construction of a
complex metallurgical plant to produce
gold at Veduga. AK concluded that,
through a combination of high capital
costs for the oxidation plant, a relatively
small ore resource in relation to the
capital costs, and the absence of grid
power, none of the envisaged oxidation
processes were economically viable at the
then current gold price. While this was
disappointing to both the Board and
shareholders, a number of initiatives are in
progress to fnd a way to extract this ore
economically. Initial work is encouraging,
assisted by the potential availability of grid
power from 2010, given that power
accounts for a large proportion of the total
cost of extracting gold from sulphide ore.
Further test work is required as well as an
aerial geophysical survey to determine the
potential to increase the size of the
resource that will give the beneft of
economies of scale. Much of this work is
planned for 2006 and the frst half of 2007.

Initial drilling results at the Bogunay
exploration site, also in Krasnoyarsk
Krai, have been disappointing; however,
we have not yet drilled the more
prospective areas.

Having started to make the transition
from an exploration company to a mining
company, we need to consider where our
next mines will come from. The Company
needs to adopt another dimension of
growth. We believe that the Russian
Federation is one of the world’s most
prospective countries for gold deposits
and this is aided by the administration’s
move to privatise deposits held by the
State. On 9 February 2006, the Federal
Agency on Subsoil Management
announced the auction of 856 mineral
properties including gold properties. On
27 February, they announced that the
number was to be increased to 1,500.
According to Vladimir Bavlov, Deputy
Head of the Agency, out of the 1,500
areas, 1,100 will be solid minerals, and
the rest hydrocarbons. He also noted
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that about 500 areas out of the 1,100
will be gold-bearing.

The year ahead will see the Company
focus on growth through participation
in select auctions, especially in the
Kamchatka and Krasnoyarsk areas.

In as much as the addition of AGA as a
signifcant shareholder was a beneft to
the Company during the last reporting
period, we welcome a new signifcant
shareholder in United Financial Group
Private Equity Fund (UFG), who now hold
25% of the Company’s share capital. UFG
is headed by Dr Boris Fedorov, a
prominent Russian politician, who is
Honorary Chairman of United Financial
Group, and previously served as Deputy
Prime Minister and Minister of Finance of
the Russian Federation.

Following the UFG share acquisition, both
Boris Fedorov and Florian Fenner were
appointed to the Board of Directors.
Florian Fenner, a CFA and investment
manager with over nine years’
experience in Russia, joined UFG Asset
Management as Managing Partner in
July 2002. We greatly welcome the
appointment of Dr Fedorov and Mr
Fenner and are pleased to have such
prominent businessmen with their wide
experience of the Russian fnancial and
commercial sectors on the Board. This
should greatly improve our ability to
operate effciently in Russia.

As you are aware, Jonathan Best’s
appointment was an interim one, and he
has decided to step down at the end of
June 2006, having overseen an in-depth
review of the Company’s projects and
fnancing arrangements. The plan for
Asacha is now quite robust and the work
needed to fnd an economic method for
the treatment of Veduga is well scoped.
Indicative terms for project fnancing
have been agreed with Standard Bank
and a convertible loan of $10 million has
been secured from AGA. This, together
with a proposed equity raising, places
the Company in a good position

to move forward. It is important that
we fnd the right person to take the
Company into the next stage of its
development and this process is
signifcantly advanced; shareholders

03

will be notifed once the successor has
been appointed. Glen Koropchuk will
assume the role of CEO until an
appointment is made. Jonathan Best
will be available to the Company on

a consulting basis and will see the
fnancing to completion.

Finally, I would like to thank our
management and staff in Russia and the
United Kingdom for their dedication and
loyalty during a diffcult and frustrating
period. Happily, we are now much better
placed to build a successful future for
the Company.

Peter Burnell

19 June 2006
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OPERATING REVIEW

Asacha, Kamchatka

Kamchatka Oblast

In Kamchatka, TSG’s assets are held

by its 90.05%-owned subsidiary, ZAO
Trevozhnoye Zarevo (TZ). TZ has two
mining licences, one covering an area of
24 km? including the Asacha gold deposit
and the other covering an area of 16 km?
including the Rodnikova gold deposit.
Both these licences are located in the
southern part of the Kamchatka
peninsula, Rodnikova approximately

90 km by road from the Oblast’s capital
Petropavlovsk-Kamchatsky, Asacha
approximately 60 km further south.

Both Asacha and Rodnikova are
epithermal gold/silver deposits located
on a tertiary volcanic arc typical of ore
systems found along the Pacifc Rim. The
main ore zone at Asacha consists of fve
steeply dipping veins with two principal
veins averaging over two metres in
width. Veins are characterised by low
sulphidation quartz-adularia occurring
predominately in dacite domes.

TSG has concentrated its efforts on
bringing the Asacha deposit into
production. In 2005, the feasibility study
developed in 2004 by the South African
engineering frm MDM and incorporating
input on geology and mining from AMC
Consultants was adjusted to be in full
compliance with the Russian regulations
and technical norms. The work was done
by VNIPIPromtechnologi (mining and
infrastructure chapters) and the work on
adapting and improving the plant design
was started. Additional metallurgical
testing was undertaken to make the
processing scheme more effective

and reliable.

The current JORC mineral resource at
Asacha stands at 961,000 tonnes with an
average gold grade of 21.3g/t and silver
grade of 45.1g/t, for 648,000 oz of gold
and 1.4 million oz of silver. The resource
estimate is currently being updated to
include the results of additional drilling
since the previous estimate. It is
expected that a slight increase in
contained gold ounces may be realised.

Following the changes in TSG
management in the fourth quarter of
2005, the general technical programme,
as well as the bank fnancing due

diligence process, was reviewed during
the frst few months of 2006. As part

of this process, the plant design was
reviewed and modifed to incorporate
certain enhancements and practical
design requirements. The Russian
institute mine plan was adapted to
western standards for external review
and to cater for a potential open pitin the
future encompassing the upper reaches
of the mine where ground conditions
deteriorate. The project programme and
capital estimate was updated and the
necessary alterations implemented.

MDM'’s feasibility study was based on

an annual mining and processing

rate of 200,000 tonnes to produce
approximately 100,000 oz of gold and
180,000 oz of silver per annum. Since the
processing plant has the potential to
treat approximately 10% more ore per
annum, the mining schedule is currently
being reviewed, together with the
updating of the resource estimate, to
achieve this potential higher throughput.
The mine plan and design remains based
on an underground mining method using
mechanised cut and fll, with the
processing of the free-milling ore taking
place in a conventional carbon-in-leach
process plant.

Following an extensive documentation
review, the banks’ due diligence team
undertook a formal technical review

in Moscow in April 2006. The issues
identifed by the banks’ due diligence

in 2005 have been resolved in the main.
In particular good progress on the plant
design and mine planning methodology
was noted. With the incorporation of a
few modifcations TSG is confdent that
plant throughput can be increased by
approximately 10% to 220,000 tonnes
per annum. The Environmental
Management Plan was reviewed and
found to be in good order and in general
the permitting process is on track. The
tailings facility is also currently being
reviewed in light of updated

Equator principles.

Based on new drill data from the 2004—
2005 exploration programme, a new
orebody model is currently being
fnalised and a new mine plan and
schedule based on that mineral resource
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will be completed shortly. Although this
new model is not expected to generate a
large increase in the planned total plant
production of about 600,000 oz, the
degree of confdence in the mineral
resource estimate will improve.

As part of the technical review of Asacha,
its exploration potential was also
reassessed. It is now considered that
there is very good upside potential to
the north of the main orebody on strike.
A drilling programme to increase the
mineral resource in that area has been
planned and will be implemented in
2006. There are also two sub-parallel
zones of mineralisation to the south-west
and east of the main orebody which

were delineated through trenching
programmes in 2005 and these will be
followed up as well. It is expected that
the total mineral resource on the Asacha
property will be increased to about

1 million oz through ongoing exploration.

The capital estimate has been revised to
approximately $100 million, inclusive of
$18 million of pre-production operating
expenditure and a contingency of

$6.3 million. A total of $26 million has
been spent to date on the project. Final
design work and equipment specifcation
has commenced on the plant and
construction drawings are expected to
start in September 2006. The mining
feet has been specifed and procurement
of the initial development equipment
required has begun. The remaining units
of the prefabricated camp will be shipped
shortly as the foundations are nearing
completion at Asacha. Due to licensing
and funding constraints and the need to
consolidate the technical programme,
the main construction activities will only
commence in the fourth quarter of 2006.
Mine development at the portal has been
prioritised and will commence in the third
quarter of 2006. Plant commissioning is
expected in the second quarter of 2008
with gold production following

shortly thereafter.

During 2005, the Board sanctioned
expenditure on certain activities crucial
for the timely development of the
project. The frst phase of upgrading

of the dirt road from the Mutnovskaya
power plant turn-off to the minesite was

completed in early 2006. The initial
60-bed temporary camp was erected in
2005 and will be the base for the initial
construction phase. The prefabricated
permanent accommodation units were
built in 2005 and the frst containerised
modules delivered to site in late 2005.
Most construction work at site was
curtailed at the end of 2005 due to

the lack of fnancing approval. A
minimum level of activity continued

on site roads and on the foundations
for the permanent camp. Design and
optimisation work continued in earnest,
though, and fnal geotechnical studies
will be completed in mid 2006 in order
to complete the plant foundation design.

In April 2005, the State Environmental
Committee approved the OVOS (Russian
Environmental Impact Assessment
(E1A)), an important milestone in the
permitting process. The Environmental
Management Plan was developed
according to Equator Principles and
currently the tailings facility design is
being reviewed in the light of the updated
Equator Principles relevant to it. For
process equipment, mining equipment
and power plant, the selection process
is largely completed, which will allow
the procurement process to proceed
expeditiously once the full project
go-ahead is given. Itis likely that the
main items of process equipment will

be sourced in China.

Gold production is planned to

commence in mid 2008, consistent with
the extension of the production condition
in the mining licence granted in May
2006. This important step will support
the activities now underway to secure
the fnancing required to complete

the project.

The diamond drilling programme that
was started in 2004 was fnished in

July 2005. In total, 24,500 metres were
drilled. The drilling programme was
aimed at satisfying GKZ mineral resource
estimate requirements, improving

the JORC code mineral resource
classifcation, testing for possible depth
and on-strike extensions in the main
orebody, supplying metallurgical ore
samples and general geotechnical work.
As a result of the programme, all GKZ

Drilling at Veduga
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top: Construction of camp
foundations, Asacha
bottom: Winter road, Asacha

requirements were met and a slight
upgrading of the JORC code classifcation
is expected. The orebody was found to
be mainly closed at depth but with a
probable strike extension to the north.

A follow-up programme has been
planned for the autumn-winter drilling
season this year.

Additional feld work was conducted in
the general Asacha ore feld including
sampling traverses, reviewing
metasomatically altered rocks, quartz
veinlet zones and stream sediments.
This was correlated with surface
magnetic, electric potential (VLF)

and mercury gas surveys.

The most prospective areas included the
southwest and northern fanks of the
main ore zone as well as the “Surpriz”
area to the east. Follow-up work has
been planned for the autumn-winter
drilling season.

No work was done at Rodnikova during
the year. Under the terms of the licence
amendment granted in May 2006, its
reserve and resource statement must
be approved by the State geological
authorities by December 2008 with
production to commence in 2012 or
after depletion of the Asacha ore.

Additional geotechnical studies to assist
in Fnalising the detailed design of the
plant building and the tailings facility are
being undertaken. These activities will
ensure compliance with both Russian
and Western technical regulations

and requirements.

TZ currently employs 58 permanent staff.

Krasnoyarsk Krai

TSG's properties in Krasnoyarsk Krai are
held through two 100%-owned
subsidiaries, OO0 GRK Amikan (Amikan)
and OO0 AS Angarskaya
Proizvodstvennaya Kompaniya (AS APK).
Amikan holds two licences in the Severo-
Yenisei district of the Yenisei gold belt,
approximately 500 km north of
Krasnoyarsk city. Amikan’s primary
licence is a 1.7 km? mining licence
covering the gold deposits at Veduga,
valid until January 2022. Additionally,
Amikan has an exploration licence

covering a 540 km? block around Veduga
(the Veduga GLA). AS APK holds the

47.5 km? Bogunay exploration and
mining licence located 150 km east of
Krasnoyarsk city at the southern

end of the Yenisei gold belt.

The Veduga deposits are situated in a
signifcant belt of mesothermal gold
deposits which include the substantial
Olimpiada mine some 60 km to the
north-west. Veduga consists of 22 sub-
vertically dipping, lenticular orebodies
with strike lengths ranging from 90 m to
over 500 m and widths from 2 to 60 m.
Approximately 67% of the current
resources are located in Orebody No. 1
located on a ridge in the centre of

the property.

In 2005, a pre-feasibility study for the
exploitation of the Veduga resources was
completed. The work was split between
the international engineering company
Aker Kvaerner, based in Toronto, Canada,
and the Moscow-based Russian design
institute, Giprotsvetmet. Aker Kvaerner’s
mandate was primarily to establish

the optimal processing route for the
refractory Veduga ores. Three oxidising
methods were scrutinised — biological
oxidation and pressure oxidation of
Totation concentrates and whole ore
pressure oxidation. Aker Kvaerner also
scoped and costed the main operating
parameters of the project in conjunction
with Giprotsvetmet so that a preliminary
economic evaluation could be done.
Giprotsvetmet completed the
“Substantiation of Investment” part

of the Russian feasibility study (TEO)
process. This phase also included
baseline studies for the EIA and
condemnation drilling of the proposed
plant and waste dump sites.

Aker Kvaerner’s study indicated that,
through a combination of high capital
costs for the oxidation plant, a relatively
small ore resource in relation to the
capital costs and the absence of grid
power, none of the envisaged oxidation
processes for the refractory ore were
economically viable at the then current
gold price. The process is capital and
energy intensive and the current mineral
resource is too small to support the
necessary large capital infrastructure.



However, the availability of grid power
by 2010 (from the second phase of the
Boguchanskaya power plant) and a
potential increase in mineral resource
through intensifed and focused
exploration will have a positive impact on
the project’s economic viability. Scoping
studies have supported this conclusion.

Meanwhile, options including heap
leaching (for oxide ores) and a fotation
plant to produce a concentrate for toll
treatment (for sulphide ores) are being
studied. Additional fotation testing and
optimisation of the BIOX scheme are
being prioritised for the next phase

of investigation.

In 2005, 12,724 m of diamond and non-
core drilling was undertaken at Veduga.
Approximately 5,800 m of the drilling
was for sterilisation, geotechnical,
hydrogeological and metallurgical
sampling purposes. This was done to
assist in the preparation of the pre-
feasibility study. 6,924 m was focused
on delineation and defhnition drilling.

The current Russian mineral resource is
as follows:

tonnes
C1+C2 58.5
P1 22.1
Total 80.6

The current JORC code mineral resource
is as follows:

tonnes 0oz
Measured+Indicated 63.6 2,044,140
Inferred 23.2 746,020
Total 86.8 2,790,160

During late 2005 and early 2006,
4,800 m of trenching was completed.
In addition, a programme to resample
the adit (Orebody No.1) and review
existing core and samples was initiated
to increase confdence in the mineral
resource estimate.

In the Interesny and Zapadny areas,
where gold mineralisation had been
identifed in 2004, some small orebodies
were traced and delineated by trenching
and a small drilling programme.
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The average grade in these small areas
was between 1.3 and 2.4 g/t.

In the LEP prospect (Powerline), four of
eight holes traced an orebody 100 m long
with a thickness varying from 20 to 40
m. High-grade areas reached 11.2 g/t
but the average grade was only 1.8 g/t.
This orebody is still open along strike
and at depth.

In the Dorogoy area located in the
northern part of the exploration zone,
several quartz vein systems have been
uncovered and traced horizontally for
up to 400 m. One of these vein systems
showed a maximum grade of 3 g/t

with the average grade at 1.2 g/t over
13.2 min thickness.

Although the gold resources in the above
mentioned orebodies total approximately
7 tonnes and the gold is free and easily
recoverable, the low average grades
would make economic recovery diffcult.

Currently, the strategy for Veduga is to
correlate the latest geochemistry data
with the new 3D structural model as well
as the new geophysical data to be
gathered by the SPECTREM heli-borne
geophysical traverse planned for July—
August 2006. This work should identify
prospective targets for follow-up drill
testing during the 2006-2007 winter
drilling season.

Further work was conducted at the
Bogunay prospect area in early 2006.
This gold-bearing area is located 150 km
east of Krasnoyarsk and benefts from
good road access. In addition, the
deposit is within 15 km of grid power
and a number of small settlements with
industrial services and manpower. The
gold-bearing area is located within the
Angaro-Kansky gold-bearing region
formed by deeply metamorphised
Archaean formations of the Siberian
Platform foundation. The main ore
control structure of the region is

the Yenisei Deep Fault zone, which
covers the Bogunay, Kuzeevskoe

and Lubimovskoe gold ore deposits.
These areas contain numerous gold
manifestations, geochemical gold

and indicator base-metal anomalies,

o7

and prospective magnetic and
conduction anomalies.

In 2005-2006, an evaluation survey was
conducted in the Krasnoyarsk Zone and
Vostochny Areas. A follow-up drilling
program, conducted in early 2006,
encountered good mineralisation at
depth, although initial results (from

10 of the frst 18 holes drilled) showed
disappointing grades. Geochemical
analysis, though, has indicated a very
strong correlation between lead and zinc
and gold. Two very prospective areas
were identifed in the north where the
Pb/Zn anomalies were approximately
10 times the magnitude of the Pb/Zn
anomalies in the south. Further
geochemical evaluation will be carried
out during the summer 2006 feld season
and this information will be correlated
with a SPECTREM geophysical survey.
Prospective targets will then be drill
tested during the winter 2006—-2007
drilling season.

Amikan (Veduga) currently employs
75 and AS APK (Bogunay) 26
permanent staff.

Management

The Company’s head offce is in Toft,
near Cambridge, where the Finance
Director, Simon Olsen, is based. Glen
Koropchuk, seconded from AGA as Chief
Operating Offcer in November 2005, has
been based in Russia since the beginning
of 2006 and is responsible for the
technical and operational aspects of

the Group’s activities.

00O Trans-Siberian Gold Management
(TSGM), TSG’s subsidiary in Moscow,
provides technical, administrative,
fnancial and procurement services

to the Russian operating subsidiaries.
TSGM currently has 23 staff members.
Jonathan Best

19 June 2006
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Results

The Company is in the exploration and
development phase of its gold projects
in Russia and therefore received no
operating income during 2005.

The Group recorded an operating loss
for the year of $8.7 million (2004:

$4.4 million), after charging $1.9 million
exchange loss (2004: $1.6 million gain),
principally refecting the impact of the
appreciation of the US dollar during 2005
on sterling denominated bank deposits.

The Group’s principal exchange rate risk
is an appreciation of the Russian rouble
against the dollar and since the end of
2003 the majority of the Company’s
funds have been held in sterling (whose
movement against the dollar has tended
to refect the movement of the rouble
against the dollar) in order to mitigate
this risk. During 2004, the rouble
appreciated by 5.1% against the dollar,
while sterling appreciated by 8.3%
against the dollar and 2.8% against the
rouble. The unexpected resilience of the
dollar during 2005, in particular during
the fourth quarter, saw the dollar
appreciate by 3.5% against the rouble
and by 10.7% against sterling. Since the
year end both the rouble and sterling
have appreciated against the dollar, by
9.4% and 9.6% respectively in the fve
months to 31 May 2006.

During the two and a half years to 31 May
2006, both the rouble and sterling have
strengthened by 9.4% against the dollar.
The Board will continue to review the
Group’s exchange rate risks and the
possible use of derivative fnancial
instruments to mitigate against them.

Administration expenses amounted to
$3.2 million in UK and $3.7 million in
Russia (2004: $3.1 million and $3.0
million, respectively), in aggregate $6.9
million (2004: $6.1 million). UK expenses
included $303,000 fnancing costs
written off (2004: nil). Excluding

this write-off, the 8.3% increase in
administration expenses included costs
incurred at Bogunay (acquired in
November 2004) and increased activities
during the further development of the
Asacha and Veduga projects.
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Interest receivable was $644,000 (2004:
$678,000), principally on sterling
denominated bank deposits.

Balance Sheet

Total shareholder funds were $56.5
million at 31 December 2005 compared
to $50.1 million at 31 December 2004,
including the receipt of $14.4 million

(net of expenses) from the second
subscription for TSG shares by AngloGold
Ashanti Limited pursuant to the
subscription agreement dated

30 June 2004.

Total fxed assets increased to $40.8
million (2004: $26.8 million). This
increase included $6.9 million in
capitalised exploration and evaluation
expenditure at the Group’s three
properties. Tangible fxed assets
increased from $9.0 million at

31 December 2004 to $16.1 million at
31 December 2005. Assets under
construction increased from $5.7 to
$12.8 million and include $4.3 million in
respect of the access road to Asacha and
$8.4 million building construction and
infrastructure (including a prefabricated
camp for Asacha).

Recoverable Value Added Tax (VAT)
increased by $1.4 million to $4.6 million
at 31 December 2005, refecting the
increased construction and exploration
activity in Russia. Russian VAT relating
to exploration activity to the value of
$511,000 was recovered in 2005 (2004:
nil) and a further $474,000 was
recovered in the frst quarter of 2006.
VAT on construction costs cannot be
recovered until construction is complete
and production commences.
Consequently Russian VAT remains in
the Group’s balance sheet as a debtor
recoverable after more than one year.

Current liabilities at 31 December 2005
totalled $2.8 million (2004: $1.5 million),
the increase principally refecting the
cost of the remaining units of the
prefabricated camp for Asacha.

Cash and bank balances reduced from
$20.4 million at 31 December 2004 to
$11.9 million at 31 December 2005 with
capital expenditure of $13.7 million and

administration costs of $6.9 million
partially offset by the second AGA

subscription of $14.4 million net of
issuing expenses.

The Group has signifcant funding needs
in order to fnance the Asacha project,
continue exploration at its properties and
provide ongoing working capital.

The total capital cost of the Asacha
project is now estimated at $100 million
(inclusive of $18 million pre-production
operating costs, contingency of $6.3
million and $12 million recoverable VAT).
This includes $21.8 million actual
expenditure up to 31 December 2005
and a further $4.6 million in the frst fve
months of 2006. A further $9.6 million
of capital expenditure will be incurred
after the commencement of production
(principally mine development and

the second phase of tailings storage).
Funding for the estimated $74 million

to be spent from June 2006 to the
commencement of production is
expected to be provided by a
combination of up to $50 million of debt
fnance (an indicative term sheet for
which was signed with Standard Bank plc
on 8 June 2006) and additional equity in
respect of which a number of options are
being considered.

A fnal decision in respect of the equity
options is expected to be made and
funds raised during the third quarter of
2006. First drawdown of the debt fnance
is conditional, inter alia, on $30 million
having been contributed by TSG (ie $26
million expended up to May 2006 plus a
further $4 million). Thereafter, further
equity (currently estimated at $20
million) will be contributed pro-rata with
drawdown of the debt fnance. In the
meantime, AngloGold Ashanti Limited
has made available a loan of $10 million
in order to prevent further delays to the
project. This loan is repayable in two
equal tranches, 12 and 24 months
respectively after the commencement
of gold production at Asacha, but will be
convertible into TSG shares when the
Group raises new equity.

Simon Olsen

19 June 2006
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Executive

Jonathan Best (Aged 57)
Managing Director

(appointed 21 November 2005)
Jonathan Best holds an MBA from the
University of Witwatersrand and is

an Associate of both the Institute

of Chartered Secretaries and
Administrators and the Chartered
Institute of Management Accountants.
Before his retirement at the end of
July 2005, he was the Executive Director:
Finance of AngloGold Ashanti Limited,
a position he had held since April 1998.
He has had more than 37 years’
experience with companies associated
with the mining industry.

Simon Olsen (Aged 53)

Finance Director and

Company Secretary

Simon Olsen qualifed as a Chartered
Accountant with Thomson McLintock,
London, after graduating with a law
degree from Oxford University. He
served for 13 years with the Danish
shipping and industrial group AP Moller in
various fnancial and administrative roles
in London, Jakarta and Manila, before
moving into the mining sector in 1994,
frstin Sierra Leone as Financial
Controller and then Chief Financial
Offcer of Sierra Rutile and latterly as
Company Secretary of Navan Mining plc.

Non-executive

Peter Burnell (Aged 65)
Chairman

(elected 31 March 2006)

Peter Burnell was educated at Magdalen
College, Oxford University. He has spent
most of his business career as senior
executive and director of Anglo American
Corporation of South Africa and Minorco
SA. He is currently Chairman of Foreign
and Colonial Latin American Investment
Trust plc.

Philip Bowring (Aged 63)

Philip Bowring was educated at St.
Catharine’s College, Cambridge
University. He has lived in Hong Kong
since 1973 where he was regional
correspondent of the Financial Times
and editor of the Far Eastern Economic
Review. Since 1992, he has been an
independent consultant on Asian
fnancial and political issues and

a columnist for the International
Herald Tribune.

Richard Duffy (Aged 42)

Richard Duffy has a commerce degree
from the University of Witwatersrand
and an MBA from Henley Management
College. Having worked for the Anglo
American Corporation since 1987,
including a secondment to Zambia as
Director of Operations (Central Africa),
he joined AngloGold in 1998 as Managing
Secretary to the Board. He is now
responsible for new business
development globally and is a
member of AngloGold Ashanti’s
Executive Committee.

Boris Fedorov (Aged 48)
(appointed 31 March 2006)

Boris Fedorov is a former Minister of
Finance and Deputy Prime Minister of the
Russian Federation. He was an elected
deputy of the State Duma from 1993 to
1998 in which year he was appointed
head of the State Tax Service. He has
also served at the International Bank for
Reconstruction and Development in
Washington and the European Bank for
Reconstruction and Development. He is
Honorary Chairman of United Financial
Group as well as a member of the Board
of Directors of Gazprom and the
Supervisory Board of Sberbank.

Florian Fenner (Aged 35)
(appointed 31 March 2006)

Florian Fenner, a Chartered Financial
Analyst, worked for Schroder
Munchmeyer Hengst, a German
investment bank before moving to Russia
in 1996 as Deputy Head of Research at
Brunswick Brokerage, one of Russia’s
leading investment banks. He joined
Brunswick Capital Management in 1997
and was head of the representative offce
of Unifund before becoming Managing
Partner at UFG Asset Management

in 2002.

Benjamin Guenther (Aged 54)
(appointed 15 September 2005)

Ben Guenther graduated from the
Colorado School of Mines as a mining
engineer. He held various managerial
positions with Hanna Mining and
Asamera Minerals in the USA before
joining AngloGold in 1994 as General
Manager of Jerritt Canyon mine in
Nevada. In 2000, he became Head of
Mining at AngloGold’s corporate offce
in Johannesburg and was appointed an
executive offcer of AngloGold Ashanti
in May 2004.

Jocelyn Waller (Aged 62)

Jocelyn Waller was educated at Churchill
College, Cambridge University. He spent
22 years in Charter Consolidated plc’s
Mining Division including assignments in
Malaysia, Thailand and Africa. From 1989
to 2000, he was Chief Executive Offcer
of Avocet Mining, which brought the
Penjom gold mine in Malaysia into
production in 1996. He established
Trans-Siberian Gold in 2000 and

stood down as Managing Director in
November 2005.



