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Introducing REE ...
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Uses of REEs

—‘ The use of REEs has underpinned
many of the technological

innovations we consider today to be
revolutionary.
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Global REE Resources
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In September 2011, China stopped production at three of its eight major
mines. These mines accounted for almost 40 percent of total Chinese REE
production. In August 2012, it announced a further 20 percent reduction in

production.

The Chinese restrictions on supply failed in 2012, as prices dropped

in response to the opening up of other REE sources and, to a degree,
stockpiling of existing reserves. But the search for alternative sources —in
Australia, Brazil, Canada, South Africa, Tanzania, Greenland, and the United
States — goes on. Mines in many countries were closed in the 1990s when
China’s Stakhanovism REE output triggered a global fall in prices but, as
supply falters and demand continues to increase, re-opening these facilities
is becoming economically viable. The once world-leading Mountain Pass
mine in California resumed limited operations in August 2012; other
significant sites are under development in central Australia and northern
Canada. The Canadian deposit alone has the potential to supply about 10
percent of North America’s annual S1billion REE consumption. Vietnam
began supplying Japan with Rare Earths in 2010, while a potential mine site
in east Africa, the Tanzanian-based Ngualla project, is reported to contain
the sixth-largest deposit by tonnage outside of China, and is of very high
grade. The development by China of REE projects in Greenland has created
another potential hotspot; the Greenland government has so far resisted

pressure to restrict further Chinese exploration.

The Isua project which

will cost an estimated $2.3
billion has been controversial
in Greenland as fears its
construction would attract a
flood of Chinese workers into
the country. Reuters, 2013
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The Environment

Zhang Shengyi, company Chairman at the Maoniuping mine (CCTV, 2012)
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Environmental
Compliance

Seabed mining remains politically and
environmentally challenging. Environmental
concerns which organizations such as The
Ocean Foundation are concerned about
include:

e Physical disturbance and destruction
of benthic habitat and seabed fauna. In
addition to potential destruction of these
organisms, they are in turn eaten by other
marine life (which could have an impact on
the upwards food chain).

e Subsurface noise affecting marine
mammals and fish.

¢ Modification of the natural wave and
current regime through removal or addition
of substrate (potential coastal erosion both
up and downstream).

e Risks associated with increased
infrastructure, e.g. oil spills from vessels.

e At the Solwara 1 site (Papua New Guinea)
a particular concern is that stocks of tuna
could be contaminated by heavy metals and
affect consumers eating such tuna.

In recognition that the full impact of deep
seabed mining activities on the deep sea
environment and marine ecosystem still
remains unknown, the ISA regulations on
prospecting and exploration specifically
impose obligations on each contractor to
monitor, evaluate and report to the ISA
the environmental impacts of deep seabed
mining.

MAYER BROWN | 7



www.mayerbrown.com

FOCUS

Ocean Mining —
and the Law of the Sea
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Yasuhiro Kato,
University of Tokyo

“Deep-sea mud in the Pacific Ocean
as a potential resource for rare-earth
elements”

Nature and Geoscience, 2011.
Yasuhiro Kato et al.




Barriers to Ocean Mining

Ian Coles, Partner, London, 2013
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Mineral Matters —
The Law of the Sea
Explained

A dual regime

Ian Coles — Partner, London

E icoles@mayerbrown.com
T +44 (0)20 3130 3205

lan Coles serves on Mayer Brown’s
Partnership Board. He concentrates

his practice on all aspects of bank and
debt finance, ranging from projects and
other structured finance to commaodities
financing and restructuring. He represents
banks and other financial institutions,
sponsors, and other participants in finance
transactions throughout the world. He has
particular experience in the mining finance
sector. lan is the head of the firm’s finance
practice in Europe.

Chambers UK 2013
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Regulation of deep seabed mining in the Area
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National and regional efforts
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About Our World-Class

Mining Group

The services we offer our clients include:

Project Finance —

Corporate Finance —

Construction & Engineering advice —

Corporate M&A advice —

Environment and planning advice —

REPRESENTATIVE MATTERS

B Advising the Government of Afghanistan
on the development of a legislative and
regulatory framework as well as on the
implementation of a tender process for the
country’s mining industry. Afghanistan’s
mineral reserves have been estimated to
be worth as much as $3 trillion.

B Advised clients in Greenland in
connection with the potential financing
of the Nalunaq gold project.

H Advised on the project financing for the
Kupol gold mine in Eastern Russia, the
largest mining project in Russia to date.
The team also acted on the original bridge
loan financing for the development of the
mine.

B We represented the mandated lead
arranger, Bayerische Hypo — und
Vereinsbank AG, part of the UniCredit
group, on the $62.5 million financing for
the construction and development of the
Copler gold mine in the Erzincan province
of Turkey.

B We represented Wolf Minerals Limited on
its AIM listing and on the project financing
for the construction and development of
a tin and tungsten mine in Hemerdon,
Devon.

B We represented Nevsun Resources Ltd on
its USS235 million project financing for the
operation and construction of Bisha Au, Ag,
Zn and Cu mine in Eritrea. This is the first
mine to be project financed in the country.

B Advised the mandated lead arrangers,
WestLB, Caterpillar Financial, Standard
Bank and Nedbank and several
development funding banks on a $170
million syndicated loan for Australian
mining company Base Resources to finance
its Kenyan titanium-mining project.

M In Mexico, we represented the lenders,
including the US Export-Import Bank,
Export Development Canada, Korea
Development Bank and a group of five
commercial banks on the $823 million
financing of the Boleo Cu-Co-Mn project in
Mexico.
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Mayer Brown Accolades

m New Liberty gold project (Liberia) - Development Funding Deal of the Year Award

m Boseto (Botswana) — African Mining Deal of the Year 2011,

m Kwale mineral sands project (Kenya) - Development Funding Deal of the Year 2011 & 2006,
Africa Mining Deal of the Year 2011,

m Boleo mine (Mexico) — Latin America Mining Deal of the Year 2010,
Exploration and Development Funding Award,

m Bisha project (Eritrea) — Africa Mining Deal of the Year 20009,

m First Quantum Minerals (Zambia, Mauritania, DRC ) — Deal of the Year 2007,

m Talvivaara (Finland) - European Mining Deal of the Year 2007,
B Tiomin (Kenya) — Development Funding Deal of the Year 2006,

m Voshkod Chrome (Kazakhstan) - European Mining Deal of the Year 2006,

m Kupol Gold & Silver (Russia) - EMEA Mining Deal of the Year 2005, Project Finance magazine,
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About Mayer Brown

Mayer Brown is a global legal services organisation advising clients
across the Americas, Asia and Europe. Our presence in the world’s
leading markets enables us to offer clients access to local market
knowledge combined with global reach.

We are noted for our commitment to client service and our ability
to assist clients with their most complex and demanding legal and
business challenges worldwide. We serve many of the world’s
largest companies, including a significant proportion of the Fortune
100, FTSE 100, DAX and Hang Seng Index companies and more than
half of the world’s largest banks. We provide legal services in areas
such as banking and finance; corporate and securities; litigation and
dispute resolution; antitrust and competition; US Supreme Court
and appellate matters; employment and benefits; environmental;
financial services regulatory & enforcement; government and
global trade; intellectual property; real estate; tax; restructuring,
bankruptcy and insolvency; and wealth management.
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TAUIL & CHEQUER ADVOGADOS

in association with Mayer Brown LLP
e S3o Paulo

¢ Rio de Janeiro

Please visit www.mayerbrown.com for comprehensive contact
information for all Mayer Brown offices.
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Mayer Brown Europe—Brussels LLP, both limited liability partnerships established in Illinois USA;
Mayer Brown International LLP, a limited liability partnership incorporated in England and Wales
(authorised and regulated by the Solicitors Regulation Authority and registered in England and
Wales number OC 303359); Mayer Brown, a SELAS established in France; Mayer Brown JSM,
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