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THE YEAR IN REVIEW

FINANCIAL HIGHLIGHTS

IFRS, USS000 (unless stated) 2011 2010
Production (gold and gold eq.o0z) 184,102 200,028
Group total cash costs (USS$/0z) 594 513
Revenue 300,181 243,629
Gross profit 154,495 119,365
EBITDA 157,118 121,271
Earnings per share (US$) 0.319 0.376
Net cash inflow from operations 116,930 97,080
Capital expenditure 65,611 39,404
Cash and short term investments 126,746 222,470
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Totallproductionlofigoldiand!
goldlequivalentsiamounted(to!
184,102 0z1(2010:1200,028 oz)!

derivedifrom!MNV,/Novo[(48.3%)!

andlBelayalGoral
29.6%lincreaselin]EBIT DAL
tolUS$157.1 million[(2010:
US$121.3 million)lrefecting!
higherirealisationslonlgoldisales!
TotallcashicostsioflUS$594Iper!
ouncelremain’highlylcompetitivell
versuslpeerigroupl(2010.1US$513!
periounce)
Interestlin’Novoldoubledto!
96.6%followinglUS$110 million!
acquisitionloflKazzinc'sl48.3%!
holdingtherebysubstantially!
increasinglproductionicapacity
Onsetloficonstructionloflthel
secondphaselofithelstand-alone!
processinglplantlat’BelayalGoral
directly’supervisedibylenhanced!
new projectsidevelopmentland!
constructionteam!]
190%(JORCIcompliant)lincreasel
inlMNV’slprovenlandprobablel
reservesiversusi31/Decemberi2010
Morethani75,000imetresiofl
drillinglcompletedatlexploration!
projects!
Pre-feasibilitylstudylofiLyubov!
project’submittedtolRussian(
regulatorylauthorities

Drillingresultsiat’Blagodatnoyel
projectlindicatelsignifcant!
resourcelpotentiall
Interimidividendlofl5ipencelper!

sharel(2.5lpencelspecial;2.5pencel

ordinary)lpaidiinlOctober
Strong debtifreelbalancelsheet.]
Cashlandcashlequivalents’totalled]

US$126.7 millionlasiof:31December]

20117(2010:]US$222.5 million).

T elCompany'syORCIcompliant]
resourcelbaselincreasedibyl41%!
t0111.11IM0z((2010:17.88!Moz)!
dueltolthelinitiallindependent!
audit’at’thelUnkurtashlproject!
earlylini2012land’lastlyear'sINovo!
transactionlandlresourcelaudit!
updatelattMNV [
CompletionloflauditlatiSarytubel
prospectiexpected tolyield!
additional’l’Mozloflresourcelin!
H112012

L]
—

L]
=

MNVI—Imaintain(stable’
productionlatifagshipiminelin]
paralleliwithlongoingisurfacel
drillinglprogramme’withithelaiml
oflextendinglopenipitimining!
operations!
Novol—lleveragel96.6%lownership!
bylraisinglannual’throughputl
tolanlestimated’450,000(tonnes]
in2012/with1550,000tonnes!
targetedifori2013!
BelayalGora—Iprogress!
constructionloflsecondlphasel
ofithelstand-alonelprocessing!
facilitylwithlcommissioning!
scheduledforiQ412012
Unkurtashi—continuelwithl
explorationlprogrammelinlorder!
toldrive developmentiofipotentiall
worldiclassideposit
Taseevskoyel—Iconcludeldrilling,l
sampling’anditestworkInecessary!
forlaldecisionlonladvancingltolal
defnitivelfeasibilitylstudy
Lyubovi—lobtainIRussianIlGKZ!
registration for’submittedireserve!
base,followedbylanlindependent!
JORClcompliantlaudit
Blagodatnoye’—ladvancel
explorationlprogrammeltol
substantiatelresourcelpotential
Vigilant/deploymentof
internationallylcomparable!
bestipractice’health, safetyland!
environmental’standardsT
Groupwide



CHAIRMAN'S STATEMENT

Itigivesimelgreatpleasureltolreport]
tolyoulonlalyeariwhich,iwhilelnot!
withoutlitsichallenges,/witnessed!
alsignifcantlexpansionlofiyour!
Company'siassetlbaselinllinelwithl
management’sideclarediobjectivel
oflpursuingla’duallorganicland!
acquisitivelgrowthistrategy.

Suchlexpansion’isidesignedito!
underwritelourloutputipotentiallini
both’the’shortland'medium(term!
andlisiwelllillustratedZbylourlyear]
endicompletionloflaldoublinglofiour’
interestlinlthelNovoshirokinskoye!
(Novo)Imineltol96.6%following]
thelacquisitionioflal48.3%interest!
inINovo-ShirokinskylRudnik,thel
ownerlofithelmine,lfromlourjjoint!
venturelpartner’LLPIKazzinc.]

T is'transaction,[fnancedlentirely]
throughlthelCompany'sicashireserves,
involvediatotaliconsiderationof!
US$110 millioniwhichicomprised!
US$47.5 millionlinlrespectlofithel
equityland]US$62.5 millionlinlrespect!
oflthelrepaymentlofiKazzinc'sisharelof]
intercompanyldebt.

MINING LIMITED

Novolislanle Fcientlandlproftablel
operationlwhichlrepresentsial‘known!
quantitytolmanagementiandlyour!
Boardlislpleased(tolhaveltaken the!
opportunity,againstiafavourable!
marketlbackgroundlinlrelationito!
baselandlpreciousimetals,ltolenhancel
almajorlassetithroughlaltransaction]
whichiwilllhavelanlimmediate’
andlpositivelimpactionlourlannuall
productionicapabilitylandithelscalelof!
ourlreserves.]

T elimprovedioutputlat’Novolinf2011]
isicoveredlinidetaillbyValery!Oyf,Jour]
ChieflExecutive,inlhislOperationall
Reviewland(servesitolunderlinelonelof!
thelprincipallaimsiofithislinvestment,]
namelylstabilityloflproduction.;Some!l
450,000 tonnesloflorelarelexpectedito!
belminedland’processediatiNovolin!
2012landwearellookingtoloptimise!
throughputlat’550,000ltonnes]per!
annumlini2013landlbeyond.

Withlanleyeltolorganiclgrowth,[2011]
alsolsawlthelonsetloflconstructionlof!
thelsecondlphaselofithelstand-alone!
processinglplantiatithelBelayalGoral
complexiinithelKhabarovskiregion.!

Notwithstandinglanlinitialdelay,]
relatingtolthelreceiptiofifnallapproval’
fromlgovernmentlauthorities!(now!
awarded),[commissioningloflthe]
plantiisistilllscheduledforithefourth!
quarterfofl2012landimanagement!
remainsicommittedltolachievingl
thisitarget.]

Anlin-houselreview oflsitelgrade!
controllproceduresiwasirewarded!withl
improvedlorelqualitylat’BelayalGoral
where’theltruckinglofiselectloreltolour]
nearbylMnogovershinnoyel(MNV)!
minelforlprocessingiwilllcontinuelin’
thelfrstlhalflofi2012.

IlhavelhighlightedithelNovoland!
BelayalGoraldevelopmentsibecausel
bothlprojects,/seenlalongsidelour]
principallMNV mine,larelintegrall
tolthelestablishmentloflanlenlarged!
productionlbase:lthelrequisitel
platformiforithelsignifcantigrowthl
inloutputienvisagedioverithell
ensuinglyears.]

Onelofithelhighlights[in’thisicontext,
was(theloutcomeloflanlindependent]
JointlOre ReservesiCommitteel(JORC)!



compliantiauditiattMNV, carried!]
outlbetweenljunel2010ZandJuly’2011,]
whichiconfrmeda’190%increase!
inltheproject’siprovenlandlprobable!
reserves[tol622,000 oz:lanlevaluation]
thatlefectivelylendorseslalrobust’
reservelbaselthroughout'thellifelofl
thelasset.

T elcompletionlofialmajoriexploration!
schedulelat’ourlUnkurtashiproject]
inlKyrgyzstanicontributedlalfurther]
JORCIcompliantiresource of!

1.84 millionlounces(tolouriportfolio,
whilelanladditionallone millionl
ounces’ofiresourcelisianticipated!!
fromla‘thirdlprospectiwithin’thel
projectllicence.]

I'shouldlemphasiselthatthelresults]
at!lUnkurtashlindicatelalpotentially’
worldclassigoldidepositiandionelof]
management’sikeytaskslini2012/willl
beltolextendlourlexplorationlactivity!
inlorderltolmaximiselthelproject’s(]
fulllpossibilities.

AtlLyubov/[ourlemergingldevelopment!
projectlinithelZabaikalskylregion,’
explorationldatalhasibeenisubmitted!
forlapprovalitoithelRussianlregulatory!
authoritiesland’alJORClcompliant!
resourcelauditlisischeduled:for!

H2 2012

Positivelexplorationldrillinglresults!
werelalsolreceivedifromiBlagodatnoye,!
inlthelKhabarovskiregion,\whilelour!
studylofithelTaseevskoyelproject,lin!
thelZabaikalskylregion,/willicontinuel
inf20127as'welseektolobtainifully!
representativelsamplesiandiconfrm!
orelblocklcharacteristics.

T elnetlefectlofithelrespectivelaudits!
attMNVIandlUnkurtash,together!
withlthelNovoltransaction,lultimately!
translated’linto’aJORCIcompliant(41%]
increaselinlyour/Company’siresources!
accompaniedlbyla’54%Jincreaselin]
reservesiduringthelyear.

In20117thelCompanylproduced:!
184,102ounces oflgoldiandigold!
equivalents.[ T isifgurelfelllbelowlour?
revised!forecast/0fl190,000-200,0001
ounces,la’shortfalllthat’refectedifrst!
quarteriweatherlrelatediproduction!
delaysiattIMNVIcombinediwithllower!
than(targetedlore/gradesiiniQ4..0ur!
forecastiproductionirange’for’2012is!
200,000-215,000lounces.

T elCompanylcontinuesitolpursuel
itsIM&Alprogrammelfollowing!
thelsuccessfullacquisitionloflthel
majoritylinterestliniNovo./Severall
opportunitieslarelcurrentlylbeing!
assessedlandlarelatlvariousistageslofi
evaluationlandlinlsomelcases/fnanciall
informationlhaslbeenlreceived!
allowinglthelCompany.toformian]
initiallviewlonlpossiblelvalue.lInino!
caselisithelCompanyliniexclusive!
discussionslandiany’potentiall
transactioniwilllrequireldetailediduel
diligencelbeforelagreementicanibe!
reached.

Ilamldelighteditolreportithatlthel
revenuesioflyour.Company.roselby!
23.2%tomorelthanlUS$300 million:l
anlachievementithatlrefectedthel
strengthlofithelgoldlpriceland,in]
turn,Jhigherlrealisationsionlsales.!
Al'nolhedge’lpolicy’enabledlusitol
takelfull’advantagelofifavourablel
market'conditions.lInllinelwithlthis,

EBITDAadvancedbylalmost’30%to!
US$157.1 millionlinl20117aslagainst!
US$121.3 millionlin’2010./Askalresult,[
ourlEBITDAImargin,/defnedlas!
EBITDAdivided’by'total’revenue,]
registeredlalyear-on-yearladvancel
from(49.8%t0152.3%.

Various[factors,/includinglalsecond!
halfldecreaselinithelaveragelgoldigradel
deliverediforiprocessinglatt MN V!
andNovolandlinfationarypressures!
inrelation’tolthelcostsiofimaterials,
labourfandlservices,lraised totall
GrouplcashicostsitolUS$594per oz!
inf2011lagainstalcomparablelUS$513]
per 0Zlin12010.IShareholdersishould!
note,(however, that’at’alfgureloflunder]
US$600Iper oz, lourlcashlcostslremain!
highlylcompetitivelinithelcontextlofl
peerigrouplcomparison..

T elCompany'sibalancelsheet’is]
ungearedland,Inotwithstandinglan!
initiallconsiderationloflUS$110 million!
inlrespectlofithelNovoltransaction,!
alUS$65.6[Capexispendiandthe!
US$25.7 milliontfundingloflour?
interimldividend,[alllofiwhichiwerel
metithroughlexistinglcashlbalances!
andIneticashfow, showedlcashl
andishortitermlinvestmentsland!
depositsiofilUS$126.7 millionlasiat!
31[Decemberi2011./Ourlstrongicash’
position,fallied’toleFcientlproduction]
disciplines,lleavesiusiwelllplacedito!
progressiouridevelopmentiprojects!
towardslproduction,iextendlour]
explorationitargetsiandicontinueltol
reviewlourlM&Aloptions.

Whilstlanlinterimidividendiwaslpaid!
inlOctoberl2011, thelBoardlhasltaken!
intolaccountithelCompany’siproject!



CHAIRMAN'S STATEMENT

pipelinelcapitallexpenditurelfori2012]
andithelpurchaselofiafurtheri48.3%!
interestlin]Novolat'thelendlof’ 20111
and(thereforeldoesinotirecommend!
thelpaymentlofialfnalldividend.

T elhealthlandlsafetyoflourl
employeeslisiofiparamount!
importancelandlyourlCompany!
remainstotally’committed’tolthel
provisionloflappropriateltrainingland!
thelpromotionloficonstantivigilancelin]
thisiregard./Welarelequallylcommitted?
tolfulfllinglourlresponsibilitiesiini
relationltolthe’environmentland!
thelcommunitiesiwithiniwhichl
welworkland,to’thislend,\welare]
currentlyldevelopinglourl1SOI14001!
environmentallmanagementlsystem!
withicompliancelauditinglexpectedlby!
thelendloffi2012.

Welarelconsciouslthat,/despitelour!
aforementionediapproachltolhealthl
andisafety,laspectsiofirisklarelinherent]
in‘thelmininglindustryland,as!
reportedipreviously,/lideeplylregret]
thatlone’Companylemployeelfatality!
occurredlduringithelyear.

Telfulllyearllostitimelinjuryl
frequencylratelroselfrom.0.370in(2010!
t0[0.570in[2011](per]200,000iman-
hoursiworked).]

Aslpreviouslylannounced,'Barrick’
GoldICorporationladvisedluslini
February2012loflitslplansitoldivestlits]
approximatel20.4%shareholdinglin!
Highlandiwhichlislperceivediasinon-
coreltolitsiongoinglbusinessistrategy.]
Welplacelconsiderablelvaluelonlthel
goodwillthatlexistslbetweenlourselves!
andBarrick, thelworld'sllargestigold!
mininglenterprise, -andlliwould!

MINING LIMITED

likeltolthanklalllofiBarrick'slformer!
representativesiforitheirirespectivel
supportiandlinputithroughoutlour!

association.]

Prioritothisidevelopmentlacques!
McMullen,lalBarrickinominated!
Directorlandiaimemberofithe’Healthl
andlSafetylCommittee,lresigned!
from(thelBoardlonl14December’
2011 followinglhisldecisionltolleave!
Barricklinlordertolpursuelother]
interests.[Similarly,lJimIMavor,a
Barrick.nominatediDirectorlandial
memberlofithelAudit’‘Committee,lalsol
leftiBarricktolpursuelotherlinterests]
and,Jaccordingly,isteppedldownifrom]
Highland's’Boardlon(
27Januaryl2012.]

IltakelpleasureliniwelcomingINumis|
Securities’followingitheirlappointment!
asinominated’adviseriandibrokerltol
thelCompanylonl7.Novemberi2011.]
Ilwouldlalsollikeltoltakelthis]
opportunity,lonlbehalfoflmyselflandl
myBoardroomicolleagues, tolthank]
allloflourlmanagementland’employees]
forltheirldedication,’hardiworkland]
invaluablelcontributionsitolthel
ongoinglgrowthloflyour:Company.

Duncan Baxter
Chairman
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CHIEF EXECUTIVE OFFICER'S REPORT

Duringl20111thelCompanycontinuedtolbuildiforithe’futureithroughithelimplementationioflal
majorlexplorationlprogramme,lintegralitolithelgrowthloflourlorganiciresourcelbase,;accompanied!
bylongoinglproductionloperationslatithreelmines.OurifagshipIMnogovershinnoyel(MNV)minel
delivered’143,864 oz,slightlyllessithanlitsiplannedigoldtarget,/whilelNovoshirokinskoyel(Novo),Jour!
secondmine,lprovided.itsifrstifulllyearioflproductionlatl33,293 ozlof goldiequivalent(inlrelationlto!
thelCompany’si48.3%Ishare).lInladdition,BelayalGoralcontributedl6,945 ozlofigoldivialdeliverylof]
oxidelorelto]MN VIforlprocessing.

T elpurchaselofILLPIKazzinc's/48.3%interestliniNovo’stholdingicompanylrepresented’thel
culminationloflanfactivelyeariwhichlalsolbroughtiStatelauthorisationlforithelcommencement ofithel
secondphaselofithelconstructionlofithelBelayalGoralstand-alonelprocessingfacility,’scheduleditolbel
commissionedlduringlthe’fnaliquarteriof’2012.]

CapexiroselfromlUS$39.4 millionlinl20101tolUS$65.6 millionlin’20117and,linlthellightlofithelBelayal
Goraldevelopmentlandithelscalelofithelongoinglexplorationprogramme,liscbudgeteditolshowlal
furtherlincreaselini2012.1T elsuccesslofisuchiprojectslisisynonymousiwithlindividualicommitment]
andlinitiativelandlourlinvestmentiinipeople’hasiremained alconstantipriority.\Welhavelevery!
confdencelinithelcalibreloflourirespectivelteams.!

MINING LIMITED



OurlexplorationloperationslyieldedlencouragingresultsiwithithelinitiallGKZlreservelbalancel
registrationland’subsequentlJORClcompliantiresourcelauditiservingitolunderlinelthelscalelof]
potentiallatiourlUnkurtashlprojectlinKyrgyzstan.Drillinglactivitieslati Taseevskoyelcontinuedlin!
pursuancelofiupdatinglthelorelcharacteristicslandlresourcelbaseloflthisidevelopmentiprojectiwhilel
signifcantlexplorationiworkiwaslalsolundertakenlat’Blagodatnoye,BelayalGoralFlankslandiLyubov,!
thelfndingslofiwhichlauguriwellforithelgrowthloflouriresourcelbase.]

Revenuelinevitablylbeneftedifromlal26.8%increaselinithelaveragelspotigoldipricelreceivedlduring]
2011 andiwelachievedhigherirevenuesitogetheriwithlimprovedimargins./Welarelbudgetingifor]
anlincreaselinloveralllproductionifromlourithreelminesiini2012 [alyeariwhichlwilllalsolseelthel
constructionland’commissioninglofithelBelayalGora processingfacilitylandisignifcant’ongoingl
exploration’andidevelopmentlactivitylwithlparticularifocusionlourlexciting’Unkurtashland[l
Lyuboviprojects.

Sociallresponsibilitylrepresentsianiessentiallaspect’of Highland/GoldIMining’sicorporatelculturel
andiwelarelparticularlyfocusedlontheldesirabilityloflmakinglpositivelandmeaningfullcontributions]
tolthelwelfarelofllocallcommunitieslinithoselareasliniwhichiweloperate.[Inlorderitofurtherisuchl
objectivesiwe placelconsiderablelimportancelonitheldevelopmentloficloselworkinglrelationshipsiwith!
thelappropriatelauthorities.

Welact'responsiblylinirelationltolduelsettlement’oflallllocalltaxes, feeslandlchargesiandiwelhelpltol
maintainlandlmoderniselthelinfrastructurelinitheltownsliandivillagesithat’arelhometolmanylof!
ourlemployees./Abovelall,\welarelparticularlylproud’tolcontribute’to,;andbelassociatediwith, thel
provisionlofivariousisociallandlculturalifacilities.

T elmostlimportantlaspectlofisuchiworklieslinlassistinglregionallandllocalladministrationslinithel
advancementlofisocialldevelopmentiprogrammes.’Tolthislendiwelworklalongsidelthellocallauthorities!
inlorderltolprioritiselcommunitylrequirementsiinirelationltoljointiwelfarelprojectsiwhichlencompass!
education,’health,lculturelandisport./Duringl2011lthe]Company'siactivitiesiinithislregardiwerel
guidedibylthelSocial’PartnershiplAgreementlwithlthelNikolayevskidistrictlauthoritiesiandlseparatel
AgreementsiwithlthelrespectivelGovernmentslofithelKhabarovsk’RegionlandithelZabaikalskylRegion.!
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AlnewsociallprogrammelinirelationitolthelChlyalsettlement [situated’inlthelNikolayevskidistrict!
in‘thelKhabarovsk'Region,'wasllaunchedlatiBelayalGora.[ T elprojectlinvolvesirenovationsiofithel
secondarylschool, thelkindergarteniandthelruralio¥celoflthellocallobstetricianandlhasalsol
facilitated’the’purchaselofloFcelequipmentlforithellocalllibrary.JOnelofithelmostipleasinglresultsiof]
thisijointlinitiativelhaslbeen’thelemergenceloflalregularibusiservicelbetweenMnogovershinnoyeland!
Nikolayevsk-on-Amur.Highland!Gold donatedthelinitial’bus.

AnlincentivelprogrammelbasedionithelprovisionloflhousingtolspecialistiemployeesiatNovolhas]
beenloperatingsuccessfullylforiseverallyears. T elschemelisidesigneditolattractiskilledipersonnell
fromlotherlpartsiofiRussialand, lat/thelsameltime, servesitolchannellinvestmentlintolthelsocial
infrastructurelofithelsettlement.] T elfamiliesiof/75.employeesihavelprovedlbenefciariesiofithel
schemelto dateland, inf2011,;workicommencedionthelconstructionloflan’additionall36-apartment!
building.[ T elkindergarteniandithellocallschoollalsolprovedthelsubjectlofipartiallrenovations.!

Sociallsupport,lalbeitionialsmallerscale,lhaslalsolbeeniprovideditollocallcommunitiesicloseltolour]
explorationlsites,;namelylthelLyubovidepositlinlthelZabaikalskylRegionloflRussia,landthelUnkurtash]
depositlin’Kyrgyzstan.!

T elCompanylparticipatesiinivariousinationallcharityprogrammes,iwhilelourisupportlofithelregionall
charitylfoundationIllustrated’books(forivisuallylimpairedichildren"lbroughtlitsirewardthrough’the!
provisionlofispecialisedlreadinglproductsiforidozensiofiyoungipeople.

Infaddition’to’thelcorporatelallocationlofifundsiforivariousisocialineedslitlispleasingitolnotelthel
personal’commitmentioflourlemployeesiwholplaylactivelandlimportantirolesiinicontributing’to’thel
communitiesiassociatedwith’the]Company’sioperatinglunits.]

HighlandiGoldiwilllcontinueltolprogressisuchlprogrammes,withlanlongoinglemphasisionithelwelfarel
ofllocallcommunities,throughout’2012.

MINING LIMITED



Atlyear-end’2011ithelnumberlofilemployeesiatiHighland Goldtotalled’2,848(including’100%.of]
thelpersonnellatiNovoshirokinskoye)linicomparisontol2,791lemployediduringl2010./T isilmodest]
increasellargelylrefectedladditionaliworkforcelrequirementslinirelationtolthelcommencementlof]
constructionlofitheBelayalGoralprocessinglfacility.]

Constantlefortsiarelmade’tolintroducelnewlprecautionsiandlimprovelexistinglsafeguardsiwithiregard!
tolhealthland safety’andthisifocusicontinuedthroughoutlalllofithe]Company’sisites.. T elLost Timel
InjurylFrequencyRatel(designeditolcalculatethelnumberlofllostitimelinjuriesiforieveryl200,000iman
hoursiworked)wasl0.570inl2011lcomparediwith(0.37[in(2010./Altotallofl1,470lemployeesiattended!
introductoryl(1lday)isafetyltrainingiclasses,'509/employeeslattendediaiworklperformance/production!
safetylcoursel(3—5/days)land!372lemployeesicompletediindustrialisafetyicertifcationtraining!
programmesl(7—30Idays).lInfaddition, trainingwaslprovided tol50IMNV.employeeslinitheluseloflheavy!
mobilelequipment,iwhilel70IMN Viemployeesicompletedilightivehicleldriving'profciencyitests.]

T elCompany’slenvironmentalicompliancelremainedlinigoodistandingiwithlthelregulatorylauthorities,!
withlinternallenvironmentalauditscarriedloutlat’alllsitesiwithinthelGroupduring'thelyear. Environmental’
safetyltrainingiwaslprovideditol68’employeesiencompassingIMNV,BelayalGoralandiTaseevskoye.

T elCompanylcontinueditolworkltowardslaccreditationloflitsiGrouplwidelenvironmentall
managementlsystem[(1SO114001Icompliant)iwithicompliancelauditsiexpectedibyithelendlofi2012.]
Tolthislendl56lemployeesireceivedlinternallaudititraininglattMN ViandRussdragmetl(RDM),lthel
managementicompany,/whilelanladditional’32IMNVemployeesireceiveditraining,/developediby!
anlexternallconsultant, withlregarditolenvironmentallriskslandassessments.!
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MNOGOVERSHINNOYE (MNYV), Khabarovsk region, Russia
Inl2011)miningloperationsicontinuediat’thelUpperiandFlanklopen’pitsiwherelorelproductionlat!
744,643 tonneslandwastelstripping’at’2,353,800lm3bothlexceededlinternalltargets..Lowerlthan]
targetedlopenlpitigradesiwerelencountered’during’thelsecond’halflofithelyeariresultinglinimetal’
productioniremainingImuchinllinelwithlthatloflthelfrstihalflofithelyear. T elIntermediate,/Northern,]
and!Deerlundergroundizonesicontributedialcombined!527,660tonnesioflorelproduction,iwhile]
underground.developmentlattained5,731Imetres.[Of-balancelorelfromloldisurfacelstockpiles]
continued-tolbeltestedfor’economiclpotentiallasiprospectivellowigradelplantifeed.

Commissioninglofithelnewlgravitylcircuit’andladditionallgrindinglupgradesiwerelaccomplished]
duringlH112011lwhichlresultedlinislightlylimprovedirecoveryllevelsiduringlthelsecondlhalflof
thelyear.[Oreltotalling’1,128,668 tonnes/from!MN Viwaslprocessedlini2011,llargelyldueltolthel
achievementlofirecordlisecondrhalfllevelsiofithroughputlafterithelnotediupgrades.

Cashloperatinglcostsiini20110totalledlUS$475/perlounce, totallcashicostslamountedtolUS$5741per]
ouncelandltotallproductionicostsiwerelUS$685Iperiounce.

Duringl20110US$19.0 millionlwaslinvestedlattMNV.I T islincluded:capitalisedlexpenditurel
andlconstructionl(US$7.0 million),[purchaseloflequipmentl(US$6.8 million)’and exploration!
(US$5.2 million).”

Capitallexpenditurelonithelreplacementlofiseverallundergroundimobilelunitslisiexpecteditolimprovel
productivitylandiwilllalsolassistlinlkeepinglmaintenancelcostsinicheck.] T elsurfaceldrilling!
programmelisifocusedionlidentifyingladditionallresourcesitolfacilitatelthelextensionioflopenipit]
mininglbeyondltheprojected 2013 timelframe,(withlundergroundmininglexpecteditolcontinuel
throughltolthelend of2016.

Waste stripping m3 1,562,903 790,897 1,220,558 2,353,800 1,933,948
Underground development metres 2,816 2,915 3,098 5,731 6,725
Open pit ore tonnes 372,485 372,158 397,664 744,643 701,962
Underground ore tonnes 293,378 234,282 245,214 527,660 490,934
Total ore mined tonnes 665,863 606,440 642,878 1,272,303 1,192,896
Average grade mined g/t 4.0 4.6 5.1 4.3 5.1
Ore processed tonnes 629,586 499,082 622,604 1,128,668 1,144,459
Average grade processed g/t 3.9 5.2 5.4 4.5 5.3
Recovery rate % 88.2 87.7 87.4 88.0 87.6
Gold produced 0z 71,938 71,926 94,585 143,864 170,356
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NOVOSHIROKINSKOYE (NOVO), Zabaikalsky region, Russia
Novo'siundergroundiminelandiprocessiplantioperated:forlalfull’12!monthsiduring’2011.)Processed]
productionitotalledi438,343tonnes.tolyield’33,293louncesiofigoldiandigoldiequivalentsi(representing’

Highland’s48.3%share).

Minedlorelproduction’at’439,368tonneslandwasteldevelopmentlat’7,115Imetresiremainedmuchlon]

targetlasladditionallorelblocksiwerelaccessedlandlpreparediforiproduction.

Underground development metres 3,501 3,614 3,221 7,115 6,364
Ore mined tonnes 220,390 218,978 223,989 439,368 345,737
Average grade mined* g/t 51 6.6 6.5 5.9 6.4
Ore processed tonnes 220,390 217,953 233,752 438,343 397,075
Average grade processed* g/t 5.1 6.6 6.3 5.9 5.9
Recovery rate* % 82.4 84.9 81.0 83.5 79.5
Gold produced* 0z 29,719 39,214 38,662 68,930 59,403
HGML (48.3%) oz 14,353 18,940 18,654 33,293 28,672

*calculatedlapproximate’Aulequivalent

Cashloperatinglcostsini2011totalled/US$576lperlounce, totallcashicostslamounteditolUS$639per!
ouncelandltotallproductionicostsiwerelUS$846lperiounce.

Duringl20111US$4.8 millionlwaslinvestedlat!Novol(48.3%).I T islincluded:Icapitalisedlexpenditure!
andlconstruction](US$3.2 million)land’purchaseloflequipmentl(US$1.6 million)..

T elminelisiexpecteditolproducelca.[450,000ltonnesioflorelini2012landlplannedmillinglupgrades]
arelexpecteditolimprovelthroughputitolca.l550,000tonnesiperlannumlini2013. Technicallstudies!
willlbelundertakenltolassess thelscopelforiproductivitylimprovementslatibothithelminingland!
processingloperations.

BELAYA GORA, Khabarovsk region, Russia
Takingladvantageloflrelativelproximity,[BelayalGoralcontinued toldeliverioxideloreltolMNV's!
processinglplantithroughoutithelyear.]Altotallofl61,386 tonnesi@I4.0lg/t/werelprocessediand!
produced6,945 ozlAu.[ T elplannediconstructionlofialstand-alonelprocessiplant’didinotireceivelState]
approvalluntilithelyear’end,lafactorithat’hasinecessitatedithelneedltolfast-tracklbuildinglactivity!
whichicommencedlinithelwinter.
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During(thelyeariseverallkeysenioripersonneliwerelhiredlinlordertolbolsterithelGroup'siproject!
developmentlandiconstructionlactivities.I T islenhancedlin-houselteamiwilllplaylaicruciallrolelin]
supervisingitheldeliverylofialliprojectidevelopmentiactivitiesiandiconstructioniworkslasiperibudget]
andischedule.l

Waste stripping m?3 87,390 202,310 226,000 289,660 226,000
Ore mined tonnes 162,661 255,319 76,000 417,984 76,000
Average grade mined g/t 2.1 2.1 1.7 21 1.7
Ore processed at MNV tonnes 30,926 30,460 10,971 61,386 10,971
Average grade processed g/t 5.5 2.6 3.3 4.0 3.3
Recovery rate % 87.3 87.3 87.3 87.3 87.3
Gold produced 0z 4,754 2,191 1,000 6,945 1,000

Cashloperatinglcostslini2011 totalled]US$707 perlounce,total cashicostslamounted tolUS$834per!
ouncelandltotallproductionicostsiwerelUS$1,182 periounce.

During’20111US$19.9 millioniwaslinvested’at’BelayalGora. T islincluded: capitalisediexpenditureland!
constructionl(US$13.6 million), purchaselofequipmentl(US$3.5 million)-and’exploration)(US$2.8 million).[

T elshort-termlobjectivelisitolconstructland.commissionithelstand-alonelprocessinglplantiprioritol
year-end(2012,/wherelalbudgetiofiapproximately!US$110 millionlhaslbeenlearmarked(thislyearforfalll
necessaryiworkslthroughtolcommissioning.[ T elmininglofioxidelorelwilllcontinuelandlisiexpected!
tolaccountiforlapproximately’4%lofitheltotallorelfeedlintolMNV’slprocessinglplant’during’thelfrst
halflof’2012..Wholelgradelorelwilllbelstockpiled’atiBelaya'Gora'during’the’second’halfioflthelyearlin]
anticipationlofithelcommissioninglofithelstand-alonefacility.
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TASEEVSKOYE, Zabaikalsky region, Russia

T elCompany continueditolprogressiitsinfllldrillinglprogramme,lintroducedlduringiH112011.7 T is!
islexpecteditolconfrmithelore’blockicharacteristicsicontainedlinithelexistingimodellandprovide!
fullylrepresentativelsamplesfromlacrossiall’zoneslof thelorelbody tolfacilitateImetallurgicalltest]
work.IDrillinglconditionsislowed thelprogrammelandloperationsihavelbeenlcarriedloverlintol2012.1
Followingthelconclusionloflthisidrillinglandisamplinglexerciselini2012the]Companyiwillicarrylout!
thelnecessaryitestiworklandresourcelconfrmationlproceduresiprioritolanyldecision’tolundertakelal
defnitivelfeasibilitylstudy.

IN(20111US$5.7 millioniwaslinvestedlat Taseevskoye. T islincluded: capitalisediexpenditureland]
construction (US$5.6 million)landlpurchaseloflequipment(US$0.1 million).

T elCompanylembarkedlonlanlexceptionalllevellofiexplorationlactivity’during’2011,lalcourse of! 17
actionlthatlrefectedmanagement’siconfdencelinithelpotentialloflouriportfoliolofidevelopmentsiand!
commitmentltolachievingisubstantivelorganiclresourcelgrowth.JAppropriatelproject:fundinglpaved!
thelwayZforlsignifcantiworkivolumesiandimorelthan(75,000lmetreslofidrillingiwerelcompletediatiour?
explorationlprojects,/includingimorelthan53,000imetresiat’Unkurtashlalone.lPositiveloveralllresults]
ledltolalsubstantiallincreaselinithelCompany’siresourcelbaseland’serveditolidentifylnew targets!
suitable’for’delineating.[ T e.Company’siexplorationlexpenditurelini2011,JincludinglUnkurtash,
ourlmostladvancedIproject,land.near-mineiworksatIMNV,totalled:US$24.8 million,lanlincreaselof!
115.7%comparediwithlalspendloflUS$11.5 millionini2010.
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UNKURTASH, Kyrgyzstan
During20117amajorlexplorationjprogrammeiwasisuccessfully’completediencompassing/Unkurtash,|
thelCompany'sifagshipexplorationiproject,landitwoladjoiningiprospects, SarytubelandKaratube. [ T esel
prospectslarellocated'within‘an’elongated'gold'mineralised]zone,lcovered’bylourlicences,whichimeasures!
approximately’4,000imetresion’strike,1250-500Imetresiiniwidthland has’a’proveniverticallextent/of at’least’
350imetres. T elscalelofithelexploration’exerciselinvolved’morelthan’53,000imetresiofireverse’circulation!
drilling,’3,000imetresiofidiamond.coreldrillingland’1,800imetresiofiexploratorylundergroundidevelopment.]

AslthelresultiofianlindependentiresourcelauditliniH2latthelUnkurtashlandlKaratubelprospectsiandin!
supportlofithelpreviousIGKZ-registrationloflC1+C2lreservesiinirespectioflbothltargets,’anladditionall
1.8IMoz](Measuredi&lIndicated:'1.73]Moz)lof JORCIcompliantiminerallresourcelhaslbeenladded!to!
thelCompany'siportfolioltherebylraisingltheltotallresourcelbaselby23%Ito]9.71IMoz,laslagainst(7.88!
Mozlaslofi31IDecember2010.[AtithelSarytubelprospect,lalresourcelauditischeduledifor’completionlinl
Q21201 2lislexpectedtolyieldlafurtherlJORCIcompliantimineraliresourceloflapproximatelylllMoz.

T elCompanylplansitolproceedwithlengineeringlstudiesiforitheldevelopmentlofialconventionall
openlpitiminelandiprocessinglplantiwhile,Jat/thelsameltime, continuinglitsiexplorationlagenda.’
T islwilllinvolvelmorelthani11,000lmetresiofidrillinglandisignifcantiundergroundidevelopment!
duringl2012lwith’thelobjectivelofisignifcantlylenlarginglthelminerallresourcelbase bothlat!depth!
andlalonglstrike.]

T elCompanylisiawarelthatlthelKyrgyz'Republiclhaslintroducedlalresolutionltolregulatelsubsoillusel
andiwilllmonitorlany’developmentsiorichangesiwhichimaylafectiminingloperationslinithelcountry.

LYUBOV, Zabaikalsky region, Russia
Followinglthelcompletionlofialresourcelconversionidrillinglprogrammelat’Lyubovlandithelful fliment!
oflotherltechnicallrequirementslinilH1:2011,'the]lCompanylcompilediandisubmitted to’thelregulatory!
authoritieslalpre-feasibility’study’inlrespectlofithelEvgrafitarget./Accordingly,lat'thelEvgrafiprospect!
alone,/alC1+C2(categoryreserveloflapproximatelyl0.5IMozIcontainedini8.35 millionitonnesioflorelat!
anlaveragelgradelofl1.88g/t,lisitolbelconsideredforireservelregistrationlbylthelState]Committeelon!
ReservesiofithelRussianlFederation(GKZ)./Approvallisiexpected(in/Q312012./CompletionioflalJORCI
compliantiresourcelestimatelisianticipatedliniH2[2012.
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Inlviewlof thelfactithat/Lyuboviisienteringltheldevelopmentistage,lengineeringistudieslinlrelationito!
conventionallprocessingloptions,lincludinglheaplleaching,/havelbeenlinitiated.

T elprocessiofidelineatingladditionallresourceslat MN Viinlorder’tolextendthellifelof’thelminel
continued. Positivelresultsiwerelachieved fromlalsystematiclnear-mine’surfaceldiamondcorel
drillinglprogramme’whichicontinuesitolsupportithelpotentialforlopenlpitlexploitation.JIn12011!
approximately’8,000imetresiofidrillingiwerelcompletediat’threelspecifcitargetsiincludingithel
twolkilometrellonglQuietl(Tikhoye) —IPebblel(Valunistoye)zonelhostinglanlin-houselestimated]
resourcelofl190,000 ozloflgoldiwithlorelgradingimorelthan(3.0lg/t./Atlthelnorth-eastifankloflPebble,
drillinglcontinued’acrossiapreviouslyluntested’arealandlreturnediseveralnear-surfacelhigh-grade!
intersectsiproviding potentialltolincreaselthelresourcelmodellatithisiprospect./Atithe]Watershed!
(Vodorazdelnoye) targetl(immediatelyleastiofithelUpperiopenipit)/aitrenchingprogrammelreturned!
initial’high-gradelgoldlintersectsiwarrantingfurther’drilling’toldelineatelresourcelpotentiallatidepthl
andlalonglstrike.lUndergroundlresourcelconversionidiamond.coreldrillinglcompleted!17,857Imetres]
andlexceeded!thelfull-yearldrillinglplanibyl10%.

During2012the’near-minelexplorationlefortsiat MN Viwilllincludelan’8,000metre’drillinglprogrammel
focusedionifullylunlockingthelrespectivelresourcelpotentiallofithelQuietland/Watersheditargets.!

T elpositivelexplorationiresultsithat’emergediduringl2011from Blagodatnoye,llocatedicloseltolthe!
BelayalGoralmine/[indicatelthatlthisipropertyhas’thelpotential’tolhostlalsignifcantinearisurfacel
resourcelgradinglfromI1.51—2.0lg/t.[Explorationactivity'during'thelyearlencompassed8,037:metres!
of/diamondicoreldrillingland(2,000imetresiofitrenching./Assaylresultsitoldateloutlinelalsteeply!
dippinglgold-mineralisedizonel350Imetreslinistrikellengthlandlupitol170metresiwide,lintersectedtol
aldepthlof’200imetres.Preliminarylresultsifromitestiworklinitiatedlin’2011lhavelindicatedfavourablel
metallurgylandigoldirecoveryllevelslvialconventionallprocessingimethods./Alsoillgeochemicallsurveyl
completedlbylthelCompanylacrossialllkilometrelsquarelarealsurrounding’thelexistingldrilling!
operationsirevealedistrong’and.distinctigoldianomaliesiwhichlwarrantifurtheritesting.!
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Inlorderitolprogressitheldevelopmentiat’Blagodatnoye,/management’hasiallocated’morelthan’7,000!
metresiforidrillinglduringl2012/accompaniedibyladditionaligeochemicallandigeophysicallsurveys.!

BELAYA GORA FLANKS, Khabarovsk region, Russia

T ellicencelinlrespectlofiBelayalGoralFlankslencompassesithelBelayalGora'depositiandithelnear-minel
arealwhichlhasithelpotential,Jsubject’to’furtherlexploratory’testing,Jtolincreaselthelopenipitiresourcel
baselforithelBelayalGoralprocessinglproject..DuringlH212011thelCompanylcontinuedlitsitrenching!
andldiamondidrillinglprogrammelatiseveral historicallylacknowledged!goldiprospectsiwithin’thel
licencelarea. /By thelyear-end,’3,055Imetreslofidiamondicoreldrillingland’2,230imetresioflexploration!
trenching’hadlbeenicompleted.Preliminarylassaylresultsifromlinitialldrilitestinglandltrenchinglat]
thelKolchankalprospect,isituated’1.5lkilometresitolthelnorthwestlof'thelBelayalGoraldeposit,lyielded!
severalldecametrellonglintersectsigradinglbetweenl1.21-1.9lg/t.IAnylprospectivelopenipitiminingl
operationsiwouldicreatelalsatellitelfeedIsourcelforithelBelayalGoralproject.

ISKA, Khabarovsk region, Russia
IskalpossessesisimilarigeologicallcharacteristicsitolBelayalGoralandthelpresencelofiseverallpreviouslyl
knownlgoldIprospectsiatithelformeripropertylunderlinesithelattractionlofithisigrassiroots(site.] T el
Companylresampledialpreviously/drilledialuniteldepositionithelpropertylini2010lbuttestsiforigold!
yieldedlunsatisfactorylresults./OurZanalysisiofithelarealisiongoing.

Mr.[WernerlKlemens,/HeadloflExplorationlat’HighlandGold,[has'reviewedlandlverifedthe!
informationlicontainedlinlthisireleaselwithlrespectitolreservelandlresourcelmatters..Mr.JKlemens]
holdslalPh.D.[iniGeologylfromithelUniversitylofiToronto..Helhasl14lyears.oflexperienceliniminerall
explorationlandlisla’fellowloflithelGeological!AssociationlofiCanada.lAlrigorousiqualitylassurancel
programmelcomplyingiwithlinternational’standardslislinlefectlatlalllexplorationlprojectsiand!
includesiduplicatelsampling,linsertionlofistandardslandichecklassayinglatlexternalllaboratories.
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Management’siessential’tasklduring’2012willlbeltolbuildluponitheCompany'siforemost]
achievementslofithelprecedinglyear,/namelylthelenlargementlofiourioperational’productionibase!
accompaniedby JORCIcompliant.confrmationithatlourlexplorationiandldevelopmentiproperties!
representlasignifcantiresourcelpipeline.l

Tolthislendiwelarelfocusedlonimaximisinglthelbeneftsloflourienhancedl96.6%!interestlinINovo,!
anlagenda’thatlincludeslaldetailedlassessmentlofithelscopelforiproductivitylimprovementslas!
welseekltoloptimise’throughputlby(2013.]WelareltargetinglalQ4.commissioningldateforithe!
BelayalGoralprocessing facilitylwithltheltransportationlofioxideloreltoIMNV’sIprocessinglplant!
continuinglintol2012.]

T elconsiderablelsuccesslofiouriexplorationiundertakingslini2011landthelconsequentlimpaction!
thelCompany'siresourcelbaselservesitolunderwritelfurtherlextensivelexploratorylactivitylin2012,]
particularlylatilUnkurtashlandiBlagodatnoye,asiwelworkItowardsiprogressinglourivaluablelassets!
towardsproduction.

Aslsuch,lapproximately!lUS$160 millionlof capexlhasibeeniearmarkediacrossithelGroupiforiminel
construction,/developmentiandlexplorationiactivitieslinf2012.]Welarelcon fdent'that’attainmentlof]
theselobjectivesiwilllappreciablyfurtherithelCompany'siinherentgrowthpotential.

Valery Oyf
Chief Executive Officer
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Highland/Gold!Miningachieved!
al29.4%lincreaselinigrossiproftitol
US$154.5 millionlinl2011compared:!
withlUS$119.4 millionlini2010./ T €]
increaselrefected thelhigheriaveragel
pricesirealisedlonigoldisales, despitel
alslightldeclinelinivolume.INetiproftl
afteritaxidecreasedtolUS$103.8 million!
comparediwith!US$122.3 million!
in'2010,/althoughlit’shouldbelnoted!
that’the’2010lresultlbeneftedifrom!
thelreversalloflalUS$52.8 million!
impairmentllossiatithe]Novalproject.]

Grouplrevenuelrecordedlal23.2%!
increase’tolUS$300.2 millionlin(2011(
comparediwithlUS$243.6 millionifor!
thelprioriyear. T elincreaselrefected!
a'nolhedge”policylwhichlenabledithe!
Groupltolfullylparticipatelinistronger]
goldlprices. T elaveragelpricelper]
ouncelofgoldisoldlby MNViand/Belaya!
GorawasUS$1,5631(2010:1US$1,232!
per oz)whichlrepresents’ai26.8%!
increaselversusi2010.1T elaverageprice!
oflgoldiequivalent’soldlbyINovowas!
US$1,374per 0z:120.5%higher’than.
2010's’correspondingfgureloflUS$1,140!
per 0z.'T elaverage'Grouppricelofigold!
andgoldiequivalentsiwaslUS$1,530!

per ozlas’againstiUS$1,218lper oz[l
in’2010.

MINING LIMITED

T elGroup'sicostloflsalesirosel
byl17.2%,/orlUS$21.4 million,tol
US$145.7 millionlinl2011compared!
with12010, largely’dueltolhigheriprices]
inlrespectiof’fuelland’materials,ithel
indexationlofisalariesiandiwages(!
andlanlincreaselinlsalesivolumelat]
BelayalGora.

Total!Grouplcashicostslincreasedifrom!
US$5130per 0z[inl20100tolUS$594!

per 0zlinl2011./ T isllargelylrefected!
theldecreaselinithelaveragelgoldigradel
deliverediforiprocessinglinithelsecond]
halflofithelyearlatIMN ViandINovo,lthel
impactlofial6.1%linfationlratelonlthel
costsloflmaterials,llabourland services,]
al3.2%appreciationlofitheRussian!
RoublelversusithelUS[dollarland!
higherlroyaltylcostsiasialconsequence!
oflthelincreaselinithe’spotigoldiprice.l
Itlislimportantitolnote,however,Jthat!
atlalfgurelofllessithanlUS$600per ozl
thelCompany’sicashicostsiremain!
highlylcompetitivelinitermsliofipeer!
grouplcomparison.!

Totallcashicostslat‘MN Virose!
fromIUS$496 per 0z[tolUS$574!

per ozlreflectingla’14.3%]decreasel
inlthelaveragelgoldigradelandithe!
aforementionedistrengtheninglofl
thelRussian!RoublelagainstlthelUS!
dollar./Lowerlgradesiencounteredlin]

developmentlorelandiunderground:!
stopelblockslhadlalnegativel
impactlonithelaveragelheadlgrades!
processedlat’Novolwhichlserved]
tolraiselthelmine’sitotallcashlcosts!
fromIUS$597per 0zlin2010.tol
US$639per oz.[Totallcashlcostslat!
BelayalGoralfelllfromIUS$931lper ozl
inl2010CtolUS$834per oz, lalhigh!
level'thatlcontinueditolreflectlthel
allocationlofifixed’administrativel
costslto’a lowvolumelofigoldiduring!
thislrampluplstage.

GrouplEBITDA/(defnedlasloperating!
proftlexcludingldepreciation,]
amortisation,limpairmentigain/(loss)!
andlinventorylprovision)iregisteredal
29.6%increaseltoUS$157.1 millionin!
2011IcomparediwithiUS$121.3 milliont
in2010.I'T elstrengthlof[EBITDA!
refectedithelhigherlrevenuefrom(l
goldisales.

EBITDAImarginl(defnediasiEBITDAI
dividedbyltotalirevenue)limproved]
from[49.8%tol52.3%andwaslinlinel
withithelsector’slbestlratios.

Totallcashmargini(defnedlasithel
averagelrealised’goldlandgold!
equivalentsalesipricelper ozlless!totall
grouplcashlcostsiper 0z)showedal
33.0%limprovementfromIUS$704!



per 0z1in’20107tolUS$936!per ozlin!
201171 T islrefected(thelincreaselin’the!
averagelrealisedigoldiprice.

On26/December]2011,JthelGroup!
doubledlitslinvestmentlinINovol
t0196.6% through’thelacquisition!
oflanladditionall48.3%interestlin]
Novo-ShirokinsklyRudnik,'thel
company that’ownsthemine, froml
jointlventurelpartnerLLPIKazzinc]
(Kazzinc).I T isltransaction/was!
designeditolaugmentithelCompany’s!
provenlandprobablelreservesibaseland!
signifcantlylexpand:thelCompany’s]
productionicapacity.Proftiforithelyear]
includes’US$13.5 millionlofigainion!
thelacquisitionlrevaluation.

Net'fnancelcostsioflUS$5.6 million!
in2011lrecordedialdecreaselof118.8%!
comparediwithlUS$6.9 millionlin’
20101 T isllargelylrefectedlhigher]
interest’earnedlonldeposits.

Alforeigniexchangellossof]

US$5.5 millioniwaslincurred’ini2011]
(2010:1loss’US$1.8 million)ifollowing!
thelsettlementiofiforeignicurrency!
transactionsland(the’transferlofl
monetarylassetsiandlliabilities]
denominatedinicurrenciesisuchl
aslRussian’RoubleslandPounds!
SterlinglintolUSIDollars.I T elforeign!
exchangellossprimarilylrefectedial
5.64%lyear-on-yearldevaluationlofithel
RussianlRoublelin(20111(2010:10.77%!
devaluation).]

Incomeltaxlamounted.to!

US$28.3 millionlinf2011compared!
withlUS$22.0 millionlin(2010./ T eltax’
chargelcomprised]US$25.9 million!
inlrespectloficurrentitaxlexpenses!
(MNV:US$25.3 million/RDM:!
US$0.5 millionlandiStanmix!
Investments:IUS$0.1 million)land!

US$2.4 millionlinlrespectlofldeferred!
tax.IT elefectiveltax(ratelin2011lwasl
21.4%whichlislsimilaritolthelRussian!
incomeltaxiratelof20%.0T ellower]
efectiveltaxiratelofl15.2%]Jin[2010!
refectedirecognitioniofinoldeferred!
taxlonlthelgainlassociatediwithithel
Novolimpairmentireversal.l

T elGroup'sicashlinfowlfrom]
operatinglactivities,lbeneftingfrom!
higherlrevenuesifromsalesiofigoldiand!
concentrates,'showedla’20.4%increasel
t0lUS$116.9 millionlinf2011lcompared!
withlUS$97.1 millionin(2010.[
Grouplcapitallexpenditureltotalled!
US$65.6 millionlinl2011compared!
withiUS$39.4 millionlini2010./ T is!
encompassed/US$19.0 millionlat!
MNV,JUS$19.9 millionlatiBelayal
Gora,JUS$4.8 millionl(48.3%)lat!
Novo,JUS$21.7 millionlinlrespectiofl
developmentlandlexplorationiprojects!
andlUS$0.2 millionZinlrelationlto!
otherlentitiesiwithinithelGroup./ T el
entiretyloficapitallexpenditureliwas!
fundedithroughlneticashifowland:thel
Company’siexistingicashlbalances.

Underltheltermslofithel
aforementionedacquisitionlofan!
additionall48.3%interestlinlNovo,
thelGrouplpaidlUS$38.5 million!
tolKazzinclinlDecember(2011]
withlalcontingenticonsiderationlof!
US$8.5 million,lestimatedatifairivalue!
onlacquisitionldate,lpayableliniJanuary!
2013.lInfaddition,(theGrouplpaidial
furtherlUS$62.5 milliontolKazzinc!
inlrespectiofithellatter’sisharelof]
intercompanyldebt.

Net fnancinglcashloutfowslamounted!
t0lUS$104.4 millionlini2011icompared!
withlUS$72.9 millionlin(2010.[
Following(thelrepaymentloflbank!
borrowingsloflUS$4.7 million,ithe!

Company’hasinoloutstandinglbank!
debtlandlisicashlpositive.]

TakinglintolaccountithelCompany’s]
mid-yeariproftiperformanceland!
thelhealthlofithelbalancelsheetithel
Boarddeclaredianlinterimldividend!
of12.5lpencelperishareland,linlthel
lightlof’thelfavourablelimpactlofithe!
goldipricelonlrevenues,’alsoldeclared!
alspecialldividendlof2.5lpencelper!
share,/makingla‘totallinterimidividend!
of15.0 pencelperisharel(2010:Inil)lin]
respectlofl2011.[T elinterimIdividend,]
whichlrepresentslaniaggregatel
distributionloflUS$25.7 million,
waspaidioni21/October2011.]

T elBoardhasldecidedinotitolpayal
fnalldividendforithelyear.

FollowingluponlalUS$65.6 million!
capitallexpenditurelprogramme,fal
US$25.7 millionlinterimidividend!
distribution,landlpayments(tolKazzincl
0flUS$38.5 millionlinlrespectlofithel
purchaseloflaniadditionall48.3%!
interestliniNovo,land’US$62.5 million]
inlrespectlofithelrepaymentiof’
Novoldebtlunderialloanlassignment!
agreement,’thelCompanylremainsin]
alstrong’fnanciallposition,'supported!
byla’healthyllevelloficashigeneration.!
Cash,[shortitermidepositsiandibonds!
amounted’tolUS$126.7 millionlaslof!
31IDecember2011lcomparediwithl
US$222.5 millionlasiofi31IDecember!
2010.Suchfundsiremainavailable’
forltheldevelopmentlofithelGroup’s!
organiciexpansionlandforiutilisation!
inlrelationtolM&Alopportunities.

Alla Baranovskaya
Chief Financial Officer
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Highland!Gold!Mining Limited!(“Highland:Gold"lorlthe*“Company”orithel“Group”):waslincorporatedlinllerseyon(

23 May12002[for thelprincipal’purposeloflestablishing’alportfoliolofgoldiminingloperationsiwithin’thelRussianlFederation.
T elGroup'siactivities,Istructurelandioperatingicompaniesiareldescribedmorelfullylon/pagesi82-83lofithelReport./ T el
Chairman’siStatementland’thelChieflExecutivelO¥cer'siReportihighlightithe]lCompany’sibusinessidevelopmentsiduring!
2011landfuturelprospects.] T elCompany’sishareslarelquoted’onithelAlMImarketlofithelLondoniStock]Exchange.

Anloverview of thelGroup'siresultsiforithelfnanciallyearitol31Decemberi2011lappearsiinithelFinancial’Reviewlon(]
pagesi22-23lofithelReport.[ T elGrouplachievedlalproftiforithelyearloflUS$103.8 million(2010:lproftioflUS$122.3 million).]

Anlinterimldividendlof’5.0lpencelperishare,.comprisedlofianiordinaryldividendlof]2.5lpenceland alspecialldividendlofl]
2.5]pencelperishare,/wasipaid’iinlOctoberi2011.]

T elDirectorsldolnotirecommend thelpaymentiofia fnalldividendlonlthelordinarylshares.]

HighlandiGold'siconsolidatedfnanciallstatementslarelpresentedlinlaccordance/withlinternationallFinanciallReporting!
Standards](IFRS)lasladopted by thelEuropeanUnioniwithithelUSIdollarlaslitslreportingicurrency.

T elinterestslofithelDirectorsliniofce,landloflpersonsiconnectediwithithem,linlthelCompany’si£0.001lordinaryishares, notl
previouslylreportediandlanyisubsequentichangesiuptoltheldatelofithisireport,/arelshownibelow:!

Duncan Baxter 20,000 20,000 300,000
Eugene Shvidler 26,020,000 26,020,000 -

NolotherIDirectors’havelanlinterestlinlthelsharelcapitallofitheZCompany.]

T elCompanylhasiadopteda’shareldealingicodelforIDirectorsiandlrelevantlemployees,/whichlprescribesialstrict!
permissionsiprocedurelprioritolany’tradinglofithelCompany’sishares.]
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T elDirectorsihavelimplementedimanylofithelmainiprinciplesiofigoodigovernancelunderithelUKICorporatelGovernance!
CodelissuedlbylthelFinanciallReportinglCouncillinJunel2010lhavinglregarditolthelsizelandinaturelofithe]Company’s]
activities.I' T elBoardlislassisted’bylalnumberlofiCommitteesiwithldelegatedlauthorityltolreviewlkeylbusinessirisks,linl
additiontolthefnanciallriskslapplicableltolthelGrouplinloperatinglitsibusiness.!

T elBoardlisicurrentlylcomprisediof fvelDirectors,lalllofwhomlarelnon-executives.. Twolnon-executivelDirectors,’
comprisingithelChairmaniDuncanBaxterlandlthelSeniorlindependent!DirectoriTerrylRobinson,lbringlanlindependent!
outlookltolthelBoardlandlprovidelalbalanceltolthose’Directorsiwholcannot’belregardediaslindependent.EugenelShvidler,]
EugenelTenenbaumland OlgaPokrovskayaworkIforIMillhouse LL Clwhich,[togetheriwithlpersonsiconnectediwithlit,]
owns[32%lofithelissuedisharelcapitallofithe]Company.JacquesiMcMullenlandlimMavoriwerelexecutivesiof Barrick/Gold!
CorporationlofiCanadal("Barrick"),;whichlhaslanlinterest'ofl20.4%.. T elChairmanlislalNon-Executivellndependent Director.

T elBoardimeetslonlalregularlbasisitolreview!thelbusinessiandiperformancelofithelGroup,itolensurelthat/fnancingineeds!
arelappropriatelandtolconsideridevelopmentland’acquisitionlopportunities.JAltotallofl10/Board’andBoard.Committee!
meetingsiwerelheldlduringthelyear.

WherelappropriatelthelDirectorsihavelfulllaccessitolthelCompanylSecretarylandiindependentiprofessionaliadvicelatithel
Company’siexpense.[ T elCompanylhasiiniplacelappropriatelDirectorslandlOFcersTLiabilitylinsurance.

T elBarricklappointeeslimIMavorlandiacquesIMcMullenlresignedion(271Januaryl2012’andl14/Decemberi2011]
respectively.]

T elBoardlundertooklaselflassessmentireviewlinlearlyl2011fromwhichInolmateriallissueslarose. T elBoardiwilllcontinue!
tolundertakelsuchlalreviewlonla’bienniallbasisiprovideditherelarelnolmajorichangesitolthelBoardithat'wouldlrenderisuchl
alreviewlinefective.

TerrylRobinsonlisithelSeniorlIndependent!Non-ExecutivelDirector’wholislavailableltomeetiwithmajorishareholders.

Itlislalrequirement’that’allDirectorsiretirelbyrotationlat’leastleverylthreelyearsiandnewlappointmentsibelconfrmed]

at'thelfollowinglAnnuallGenerallMeeting.[ T elChairman Duncan’Baxterland OlgalPokrovoskayalare’duetolretirelby!

rotationlandibothiwillloFerithemselvesiforire-electionlat'thelAnnuallGenerallMeeting tolbelheldlonl141Junel2012.1 T el
RemunerationlandlNomination]JCommitteelhaslagreedlandrecommendeditheselreappointments.

T elproflesiofithelnon-executivelDirectors’areltolbelfoundionlpages'30-31lofithisireport.
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ThelAudit:Committeelconsistedlofithreelnon-executivelDirectorslandlisichairedby  TerrylRobinson.IThel
AuditiCommitteelmetithreeltimesiduringl20111tolconsiderithelannuallandlinterimfinanciallistatementsiand!
thelauditlprogramme.Managementlislinvitedltolattendimeetingslasiappropriate./Therelareldefined Termslof]
ReferencelforithelAuditiICommitteelwhichlarelreviewedlbylthelBoardlonlanlannuallbasislandiwilllbelavailablel
forlinspectionlatithelAnnual’GenerallMeeting.]ThelCommitteelisiresponsiblelforlensuringithatithelappropriate!
financiallreportinglproceduresiarelproperly’maintainedlandireportediupon,ireviewinglaccountinglpolicies,
meetinglthelauditorsiandireviewingltheirlreportsirelatingitolthelaccountsiandlinternalicontrolisystems.!
ThelAudit:Committeelalsolconsidersibudgetsiandlhaslagreedianlauthorisationlandlexpenditurelpolicy./Thel
AuditiCommitteelisiresponsiblelforrmonitoringlkeylrisksiandlhaslimplemented,'throughithelinternallaudit!
department,alprocessiforireportinglonlandimonitoringithoselrisks.[ ThelotherimembersiofithelCommitteelwerel
OlgalPokrovskayalandlJimIMavor, thellatterlhavinglresignedlinlJanuary’2012./Audit/Committeelmembersimeet!
withimanagementlandithelauditorsionlalregularibasis.

T elCommitteelconsistedlofifourinon-executivelDirectors,JcomprisingilDuncaniBaxter,lasiChairman,[Eugenel
Tenenbaum,lJimIMavor,)wholresignedlinlJanuary’2012,JandITerrylRobinson.]
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makeslrecommendationsitoithelBoard, \withinlagreeditermslofireference,;whichithelBoardireviewslatlleastlannually.
T elCommitteelmettwicelduringithelyear.\DetailslofithelprogressiandiperformancelofithelCompanylinlrespectof]
health, safetylandthelenvironmentlarelgivenlinitheChief ExecutivelOFcer'sireportionipage’13.

Inladdition,"thelGroupmanagementicompanyliniRussia,,OOOIRussdragmetl(“RDM"),lhaslestablished’a’risk’and!
controllplatformithroughlregularimeetings.] T elmembersiofithelExecutivelCommittee,iwhichImeetsiweekly,lincludel
managementlfromRDM'sfunctionalldepartmentsiandithelGenerallDirectorslofithelminelsites. T elCommittee]
isichairedlbyValerylOyf,thelChiefl[ExecutivelOFcerlof RDM.I T elkeylrolelof thelCommitteelisitolensurelthel
implementationlofldecisionsitakenlbyithelBoardiand.committees,tolmanageltheldaytoldayloperationallactivities!
andltolmakelrecommendationsitolthelBoard.I T elCommitteeldelegatesipartiofiitsidutiesitolthreelinternal RDM!
committees:thelRiski Committee, thelBudget'Committeeland’thellnvestment’Committee.

T elDirectors’haveloverallliresponsibilityiforithelGroup'siinternalicontrollandlefectivenesslinisafeguardingithelassets]
offithelGroup.lInternalicontrolsicanlprovidelreasonable,lbutinotlabsolute,lassurancelagainst'materialimisstatements]
orlloss.[" T elprocessesiusedlbyithelBoardltolreview thelefectivenessiofithelinternallcontrolslarelcarriedloutlbylthel
AuditiCommittee.]

T elGroup'siwebsitelprovidesicomprehensivelinformationionithelCompany’s’business,lresultsiand’personnellandlis!
usedltolupdatelshareholderslandithelmarketlinlrespectlofikeyldevelopmentslandiannouncementsl(www.highlandgold.
com).IShareholderslarelencourageditoluselthelAnnuallGenerallMeetinglasialforumlatiwhichltolcommunicatelwith]
Directors.[DuelnoticelofithelAnnual’General!Meetinglisiprovided'tolall'shareholders.” T elCompanylalsolutilises]
investorlandlpubliclrelationsifunctionsiwhichlarelsupported.bylindependentservicelproviders.

Shareholdersipassedialspeciallresolutionlat’thelAnnualiGenerallMeetinglon’16lJunel2011iwherebylthelDirectors!
werelauthorisedltolallotlandigrantirightsitolsubscribelfor, oriconvertisecuritiesiinto,shareslinithelCompanylupltolal
maximuminominallamountlequivalenttol33%Jof’thelnominallamountlofithelauthorisedlbutiunissuedisharelcapitallof]
thelCompany,tolsuch’personsiatisuchitimesiandionisuchitermslasitheylthinklproperiwithout/frst'makinglaniofertol
eachlpersoniwholholds’shareslinithelCompany..Suchlauthority:willlexpirelatthe’conclusionlofithe]Company'si/Annuall
GenerallMeeting(ini2014.1
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Asloflcloselof businessionl17 Aprill2012,thelCompany’hadlbeeninotifed ofithelfollowinglinterests,otherithan!
Directors’linterests,\whichlamounteditoithreelpericentior'morelofithelissuedisharelcapitallofithelCompany:]

Primerod International Limited* 105,910,000 32.57%
Barrick Gold Corporation of Canada 66,235,264 20.37%
J.P. Morgan Asset Management 18,018,916 5.54%
Ivan Koulakov 16,190,881 4.98%

*Primerod’International’Limitedlisithelholdinglvehiclelthroughiwhichicertainlindividuallpersons, managersiand.connectediparties!
oflOOQOIMillhouse/lincludinglValerylOyf, the!ChieflExecutivelOFcerlofiHighlandiGold,’holdialcombinedi32.57%interestlinlthel
Company.

Havinglmadelrelevant’enquiries, thelDirectorsibelievelthatlitlislappropriateltoladopt'thelgoinglconcernibasisiinithel
preparation’ofithelfnancialistatementslinlviewlof thelfact'that'thelCompanylandithelGroup’haveladequatelresources!
tolcontinuelinloperationallexistencelforithelforeseeablelfuture.]

Ernsti&]YounglLLPIhavelexpresseditheiriwillingnessitolcontinuelasiauditorslofithelCompanylandialresolutioniforitheir]
reappointmentiwilllbelproposedatithelforthcoming/AnnuallGenerallMeeting.!

TelAnnual’GenerallMeetinglwilllbelheld’at’11.00la.m.[on[ T ursday’141June(2012’at’26]New Street,'StiHelier,Jersey!
JE2 3RA.IT elnoticelconveningithelAnnualiGenerallMeetinglisisetloutlonipagel84’ofithelReport.

T elDirectorslarelresponsiblelforipreparing’the]lAnnual’Reportiandithelfnancial’statementsiinlaccordancelwith]
applicablellawslandlregulations.

Jersey.Companyllawlrequiresidirectorsitolpreparefnancialistatementsiforleachifnanciallperiodliniaccordancelwithl
anylgenerallylacceptediaccountinglprinciples.[ T elfnanciallstatementsiofithelcompanylarelrequiredlbylawitolgivelal
trueland fairiviewlofithelstateloflafairsiofithelcompanylat’thelperiod’endlandlofithelproftiorilossiofithelcompanyfor!
thelperiod’thenlended.lInlpreparingtheselfnanciallstatements, theldirectorsishould:

¢/ selectlsuitablelaccountingpolicieslandlapplythemiconsistently;
makeljudgmentslandlestimatesithatiarelreasonablelandiprudent;
specifylwhichlgenerallylaccepted’accountinglprinciplesthavelbeenladoptediinitheirlpreparation;land]
prepare’the’fnanciallstatementsionithelgoingiconcernibasisiunlessiitlislinappropriateltolpresumelthatithel
companywilllcontinuelin’business.

{
{
{
{

T eldirectorslarelresponsiblelforlkeepinglaccountinglrecordsiwhichlarelsuFcientitolshowlandiexplainitsitransactions!
andlarelsuchlasltoldiscloselwithireasonablelaccuracylatianytimelthelfnanciallpositionlofithelcompanylandienablel
them(tolensurelthat’thelfnanciallstatementsipreparedibylthelcompanyicomply:withlthelrequirementsiofithel
Companiesi(Jersey)Law]1991.7T eylarelalsolresponsiblelforisafeguardingithe’assetslofithelgroupland,jaccordingly,!
forftakinglreasonablelstepsitolfurtherithelpreventionlandidetectionlofifraudlandiotherlirregularities.
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T eldirectorslarelresponsiblelforithelmaintenancelandlintegritylofithelcorporatelandlfnanciallinformationlincluded!
on’thelcompany’siwebsite.[LegislationlinlJersey governingithelpreparationlandldisseminationlof fnanciallstatements]
may.diferifromilegislationliniotherfjurisdictions.

T eBoardiwasicomprisedlentirelylofinon-executivelDirectorsiduring’thelyear, therelbeinglnolExecutivelDirectors.[l
T elremunerationlofiexecutivelmanagementicurrentlylcomprisesibasicisalarylandlbonus.[Incentiveslavailablelin(
relation{to’executivelmanagementiandliotherlkey personnellincludelthelUnapprovedishareloptionlscheme,/managed:!
by’thelRemunerationlandiINomination]Committee,landliotherimarketirelatedliremuneration’benefts.!

NolgrantsiofioptionsiunderfthelUnapprovedishareloptionischemelwerelmadelduring’20117andimanagementland?
employeesiwerelincentivised throughlalbonusischeme,[currentlylofia’discretionarylnature./Alllremainingloptions!
underithelUnapprovedshareloptionischemelhavelvestediandlarelexercisablelupltolthelseventhlanniversaryifromithel
datelwhenltheloptionsiwerelgranted.[ T elnumberlofloptionsloutstanding,lasiofi31Decemberi2011,werel1,025,000!
(2010:11,050,000).[

T elCompanyldoesinotioperatelalpension’scheme’forlexecutivelmanagementioriDirectors.]
T elremunerationlpaid’tothelcurrentiDirectorsiinithelfnanciallperiod’tol31/December2011waslasifollows:

Duncan Baxter 500,000 500,000
Eugene Shvidler 100,000 100,000
Eugene Tenenbaum 100,000 100,000
Olga Pokrovskaya 125,000 125,000
Terry Robinson 160,000 160,000
Jacques McMullen 100,000 100,000

T elremunerationlpaid’toithe Directorsiwholretiredlduringithelfnanciallyearitol311Decemberi2011waslasfol lows:]

Jim Mavor 100,000 28,888

T elGrouplhasienteredlintollettersioflappointment'withithelDirectors,alllofiwhichlarelreviewed onlanlannuallbasis]
andinonelofwhichlhavelan’expiryldatelorinoticelperiod ofimorelthanlonelyear.Itlisinoted that’Duncan/Baxter'sifees!
arelcomprisedlofinon-executive feesiandifees foriconsultancy’worklundertakenlin‘termsloficorporate’governance,|

AlMlrules,;NomadiandimarketlrelationsiandJerseyrequirements.] T e]JRemunerationiand!NominationICommittee!

andthelBoard’hadlagreedInotitolincreaselremunerationloripaylanylex-gratialpaymentsiforladditionaliworklundertaken!

duringthelyear.

By Order of the Board
23 April 2012
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Non-Executive Chairman
EugenelShvidlerlisialgraduate’ofithell.IM.IGubkinIMoscowlInstituteloflOillandiGaswithlalmasters]
degreelinlappliedmathematics.[Helalsolholdslan]MBAlinifnancelandianIMSlinlinternational’
taxifromIFordhamIUniversity.[HelbecameSeniorlVicelPresidentloflSibneftlini1995andlservedlas]
Presidentlofithelcompanyfrom19981throughi2005..Mr.IShvidlerlisicurrentlylheadlofIMillhousel
LLC [HeJjoinedlthelBoardlofiDirectorslofHighlandIGoldIMiningliniJanuaryl2008.

(Non-Executive Chairman from 2 May 2012.)

Non-Executive Director
Duncan(Baxterlbegan’hisicareerlinlbankingiwithiBarclaysliniZZimbabwelbeforeljoining’/RALIin11978.1
In11985]helbecamelaldirectorloflCommerciallBankl(Jersey)lLtd,.whichliwaslsubsequentlylacquired!
by SwissBankICorporation.ISincelleavinglSwissIBanklin’1998helhaslcarriedlouticonsultancy!
projectsforlinternationallbankslandlinvestment/managementicompanies.HelislalFellowlofithel
InstitutelofiChartered Secretaries,ithelSecuritieslInstitute’andthellnstitutelof:Bankers.JHeljoined!
thelCompanylinilNovemberi2002.

(Non-Executive Chairman to 2 May 2012.)

Non-Executive Director
EugenelTenenbaumlisia’charteredlaccountantlandlholdslalbachelorsidegreelinicommerceland!
TnancelfromithelUniversity of. Toronto.]HelworkedlaslanlaccountantinithelBusiness/Advisory!
Grouplat'PricelWaterhouselinTorontolfrom(1987 until’1989,Jafter/whichlhelspent fvelyearslin{
corporatelfnancelwithIKPMGIlinIToronto,]MoscowlandiLondon,/includinglthreelyears](1990-1993)!
asinationalldirectorlatt KPMGIInternationalliniMoscow.lIn[1994 heljoined!SalomoniBrothersiasial
Directorfor/CorporatelFinance./HellaterlservediasiHeadlof:CorporatelFinancelforSibneftlinlMoscow]
from[1998'throughi2001./Mr.[Tenenbaumlisicurrently!Managing!DirectoriofIMillhouselCapitalll
UKILtdlandlaimemberlofithelBoardloflChelsealFCIPIc.]Heljoined thelBoardlof Directorsiof Highland!
GoldIMininglinlJanuary’2008.
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OlgalPokrovskayalgraduatediwithlhonoursifromithelStatelFinanciallAcademy..ShelservedlasiSenior!
Audit’ManagerlatlaccountantslArthurlAndersenifromi1991luntill1997landisubsequentlyljoined!
Russianloillmajor{Sibneft,iwhere’shelheldlseverallkeypositionslinithelfnanceldepartmentlincluding!
HeadloflCorporatelFinancelfromi2004.1InlJulyl2006,/Ms.[Pokrovskayaltookluplhericurrentlrolelas!
HeadloflCorporatelFinancelatMillhouselLLC. Sheljoined thelBoardlofiDirectorsiofHighland!Gold!
MininglinJanuaryl2008.

TerrylRobinsonlhasl40lyearsTexperiencelinlinternationallbusinesslincludingl20lyearslatlLonrhol
PLC,lthelinternationallmininglandltradinglgroup.iSincel1998helhas’beenivariouslyloccupiediwith!
internationallbusinessioperationslincludinglnaturallresourceslinithelUK [Russia, thelClSland/Brazil [
Helisla]Non-ExecutivelDirectorlofithelEvraziGroup,/Russia’silargestisteel’producer,llistedlon’thelLSE!
andlalconstituentlofithelFTSEI100lIndex.HelislaINon-ExecutiveDirectorlofI Torontollisted'Katanga!
MininglLimited,withicopperiandicobaltiminingloperationslinitheIDRC [andluntillrecentlyiwas]
managingldirectorloflinteractivelRecordsIManagementILtd, alprivatelequitylc
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INDEPENDENT AUDITORS REPORT

Welhavelauditedithelfnanciallstatementslof/Highland!
GoldIMininglLimitedIforithelyearlendedI31/December]
2011lwhichicompriselthelConsolidatedIStatementlof!
Comprehensivellncome,lthelConsolidated!Statement]
oflFinanciallPosition,lthelConsolidated!Statement!
oflChangeslinlEquity,thelConsolidated]CashIFlow!
Statementlandithelrelatedinotes’1/tol37.1T elfnanciall
reportingiframeworkithatlhaslbeenlappliedlinitheir]
preparationlisiapplicablellawlandlInternationall
FinanciallReportinglStandards!(IFRSs) asladopted!!
bythelEuropeaniUnion.

Thislreportlisimadelsolelyltolthelcompany’simembers,’
aslalbody,linfaccordancelwithlArticlel113Aloflthel

Companies((Jersey)Lawi1991.]0urlauditlworklhaslbeen]

undertakenlsolthat'welmight stateltolthelcompany’s]
membersithoselmattersiwelarelrequireditolstate tol
themlinlanlauditor’'sireportlandiforinolotherlpurpose.

Tolthelfullestlextentlpermittedibyllaw,’weldolnotlaccept!
orfassumelresponsibilityltolanyonelotherlthanlthel
companyland’thelcompany’simembersiasia’lbody,
forlourlauditiwork,forlthisireport,loriforithelopinions!
welhavelformed.

Respective responsibilities of directors
and auditors
AslexplainedimorelfullylinithelStatementlof Directors’]
Responsibilities,ltheldirectorslarelresponsiblelfor!
thelpreparationlofithelfnanciallstatementsiandifor]
beinglsatisfedlthatltheylgivelaltruelandfairiview.]Our]
responsibilitylisitolauditlandlexpressianiopinionlon]
thelfnanciallstatementslinlaccordancelwithlapplicablel
lawlandlInternationallStandardsionl/Auditingl(UKIland!
Ireland).[' T oselstandardsirequirelusitolcomplylwithll
thelAuditinglPractices!Board's(EthicallStandards
forlAuditors.
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Scope of the audit of the financial statements Matters on which we are required
Anauditlinvolvesiobtaininglevidencelabout'thelamounts!  to report by exception

andldisclosureslinithe’fnanciallstatementsisuFcientltol Welhavelnothingitolreportlinirespectlofithelfollowing!
givelreasonablelassurancelthatithelfnanciallstatements! mattersiwherelthelCompaniesi(Jersey) Lawl1991lrequires!
arelfreelfrommaterialimisstatement,.whethericausedlby! usltoreportitolyoulif,inJourlopinion:

fraudlorlerror.[ T islincludeslanlassessment of::whether! ] properfaccountinglrecordsihavelnot’been’kept,lor!
thelaccountinglpoliciesiarelappropriateltolthelgroup’s] properreturnsiadequatelforiourfaudit’havelnotlbeen!
circumstanceslandihavelbeeniconsistentlylapplied’and! receivedifromibranchesinotlvisited’bylus;or
adequatelyldisclosed;thelreasonablenessiofisignifcant! ] thelfnanciallstatementsiarelnotliniagreementlwithll
accountinglestimatesimadelbytheldirectors;landithel thelaccountingrecordsiand’returns;lor
overalllpresentationlofithelfnanciallstatements.lInl ] welhavelnotireceivediall’thelinformationlandl
addition,.welreadlall’thelfnanciallandinon-fnanciall explanationsiwelrequirelforiouriaudit.
informationlinithelannuallreportitolidentify'materiall

inconsistenciesiwith’thelauditedfnancialistatements. Mirco Bardella
Ifwebecomelawarelofianylapparent/material’ for and on behalf of Ernst & Young LLP
misstatementslorlinconsistencies’welconsiderlthel London
implicationsforlourireport. 23 April 2012

35
Opinion on financial statements

Inlourlopinionithelfnancialistatements:

o[ givelaltruelandfairiviewlofithelstatelofithelgroup’s]
afairslasiati31/Decemberi20117andloflitslproftiforithel
yearlthenlended;

o havelbeenlproperlylpreparediiniaccordancelwithlIFRSs!
asladopted’bylthelEuropeanUnion;land

] havelbeenlpreparedlinlaccordancelwithithel
requirementsiofithelCompaniesi(Jersey).Lawi1991.




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Continuing operations

Revenue 9 300,181 243,629
Cost of sales 10 (145,686) (124,264)
Gross profit 154,495 119,365
Administrative expenses 11 (18,989) (13,092)
Other operating income 796 1,432
Other operating expenses 12 (6,586) (7,453)
Impairment reversal 6 - 52,782
Operating profit 129,716 153,034
Gain on acquisition of subsidiary 5 13,479 -
Foreign exchange loss 13 (5,527) (1,811)
Finance income 14.1 11,479 13,416
Finance costs 14.2 (17,054) (20,308)
Profit before income tax 132,093 144,331
Income tax expense 15 (28,270) (22,003)

Profit for the year 103,823 ‘ 122,328

Total comprehensive income for the year 103,823 ‘ 122,328

Attributable to:

Equity holders of the parent 103,823 122,328

Earnings per share (US$ per share)

Basic, for the profit for the year attributable to ordinary equity holders of

the parent 16 0.319 0.376

Diluted, for the profit for the year attributable to ordinary equity holders

of the parent 16 0.318 0.374

T elGroup.doesinot’havelany itemsloflother’‘comprehensivelincomelorlanyldiscontinued operations.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Non-current assets

Exploration and evaluation assets 17 52,197 27,317 30,853
Mine properties 18 282,461 178,380 124,898
Property, plant and equipment 19 118,259 74,090 57,507
Intangible assets 20 70,365 65,231 65,231
Financial assets 22 - 30,738 40,424
Inventories 25 5,362 - -
Other non-current assets 23 13,623 8,975 4,690
Deferred income tax asset 15 - 941 2,837
Total non-current assets 542,267 385,672 326,440
Current assets

Inventories 25 61,793 46,753 42,857
Trade and other receivables 26 28,605 26,993 17,575
Income tax prepaid 4,858 214 2,719
Prepayments 4,071 2,649 2,335
Financial assets 22 - 4,022 2,973
Investments 35 36,111 54,902 46,274
Cash and cash equivalents 27 90,635 167,568 196,695
Total current assets 226,073 303,101 311,428
Total assets 768,340 688,773 637,868

Equity attributable to equity holders of the parent

Issued capital 28 585 585 585
Share premium 718,419 718,370 718,370
Assets revaluation reserve 28 832 832 832
Accumulated losses 36 (28,139) (106,231) (227,152)
;(;traeln(iqulty attributable to equity holders of the 691,697 613,556 492,635
Non-controlling interests 5 3,391 - -
Total equity 695,088 613,556 492,635
Non-current liabilities

Long-term interest payable - - 5,031
Interest-bearing loans and borrowings 29 - 29,210 52,120
Long-term accounts payable 30 8,855 96 164
Provisions 31 23,196 9,595 9,328
Deferred income tax liability 15 23,090 11,734 11,257
Total non-current liabilities 55,141 50,635 77,900
Current liabilities

Trade and other payables 30 18,083 15,198 13,698
Interest-bearing loans and borrowings 29 - 8,524 52,842
Income tax payable 7 801 734
Provisions 31 21 59 59
Total current liabilities 18,111 24,582 67,333

Total liabilities 73,252 75,217 |

Total equity and liabilities 768,340 | 688,773 |

*Certainlinelitemslhavelbeenireclassifedlinithestatementiof fnancial position’asiat’31:December’2010land 1January’2010./Referltol
Notel3forlfurtherldetails.

T efnanciallstatementsiwerelapprovedlby thelBoardlofiDirectorsion’23/April’2012land signed onlitslbehalflby: ' Duncan/Baxterand
OlgalPokrovskaya



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to the owners of the parent

At 1 January 2010 585 718,370 832 (227,152) 492,635 - 492,635
Profit for the year - - - 122,328 122,328 - 122,328
Share-based payment 24 - - - (1,407) (1,407) - (1,407)
At 31 December 2010 585 718,370 832 (106,231) 613,556 - 613,556
Profit for the year - - - 103,823 103,823 - 103,823
pudespOSMY oo - - - osmy @sme - (57
Issue of share capital - 49 - - 49 - 49
E;tteig:ri]s;e of share 24 B _ B (12) 12) B 12)
Acquisition of subsidiary 5 - - - - - 3,391 3,391

At 31 December 2011 (28,139) | 691,697 3,391 | 695,088
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CONSOLIDATED CASHFLOW STATEMENT

Operating activities 132,093 144,331
Profit before tax 132,093 144,331
Adjustments to reconcile profit before tax to net cash flows

from operating activities:

Depreciation of property, plant and equipment 10 26,820 20,041
Impairment reversal - (52,782)
Movement in inventory provision 12.1 1,237 1,878
Write-off of property, plant and equipment 12,18,19 1,725 2,176
Exploration costs write-off 12 - 1,066
Property, plant and equipment adjustments 18,19 - 952
Deferred stripping costs write-off 18 4,818 1,792
Share-based payments credit 24 - (1,407)
Finance income 14 (6,767) (5,614)
Bonds and shares fair value movement 14,35 9,661 8,739
Finance expense 14 2,914 3,394
Net foreign exchange loss 13 5,527 1,811
Accounts payable write-off - (47)
Fair value (gain)/expense related to loans given to jointly controlled entity 14.1,14.2 (4,712) 8,175
Fair value expense/(gain) related to receipts from Kazzinc to finance joint venture 14.1,14.2 4,479 (7,802)
Gain on acquisition of subsidiary 5 (13,479) -
Other non-cash income and expenses - (128)
Working capital adjustments:

Increase in trade and other receivables and prepayments (11,821) (12,570