INMET MINING CORPORATION 2006 SUSTAINABILITY REPORT

Cayell

Cayeli is an underground
copper and zinc mine located
on the Black Sea coast of
northeastern Turkey.

INMET

MINING

Overview of the Cayeli mine looking no.

ward the Black Sea.

Quick facts:

Type of mine
Ownership
Inmet’s gross sales
Opened

Expected closure
Land owned

Land disturbed

Distance from
nearest town

Main
activities in
surrounding area

Employees

Unionized employees

National employees

Female employees

Underground
100%

34%

1994

2016

45 hectares
17 hectares

0.5 kilometres from
Madenli, Turkey.

8 kilometres from
Cavyeli, Turkey.
Agriculture,
residential and
small business.
485 (including the
Ankara office and
Cerattepe).

310
470
28

Donations to the
local community

Contributions to

the local economy’

Methods of
waste disposal

Emergency
Preparedness
and Response

Plan (EPRP)

Tailings
management
system

Tailings Operations,
Maintenance and
Surveillance

(OMS) manual

C$470,000
C$45,200,000

Deep sea tailings
discharge at 275
metre depth in
the Black Sea.
Two small surface
rock dumps.

Yes (consistent
with MAC?
guidelines).

No (we are
evaluating system
applicability to deep
sea tailings disposal).
No (we are
evaluating OMS
applicability to deep
sea tailings disposal).

1 Contributions to the local economy include the local purchase of goods and services, and total payroll
(GRI Indicators EC3 and EC5).

2 MAC is The Mining Association of Canada.
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Improved their contractor safety performance
significantly, began new training programs and
continued to expand their community affairs efforts.

Safety and health

Cayeli's lost time injury frequency decreased 44 percent in 2006. However, an
increase in modified work cases increased their disabling injury frequency (which
combines modified work and lost time injuries) by 54 percent. This also increased
their injury severity rate considerably, to 31 lost workdays per 200,000 work hours.
Although this is a significant increase from 2005, a severity rate of 31 is still very
low and is the lowest rate among our active operations.

Cayeli focused on improving contractor management practices in 2006. They
implemented Inmet’s new contractor safety and health management checklist, and
began using new gate-clearing procedures for contractors. Managers and supervisors
must now identify the work a contractor will be doing before the contractor enters
the property and must identify the level of training and supervision needed before
the contractor can start work. This risk-based approach to contractor management
appears to be working — Cayeli's contractor lost time injury frequency and disabling
injury frequency decreased by 75 percent and 24 percent respectively in 2006.

Cayeli also completed operator training in 2006 that benefited the operation in many
ways. The training involved a broad cross-section of operators and key staff, allowing
them to learn from each other, check and correct assumptions, and ensure that the
whole operation learns and benefits from the mine’s best practices. The training
emphasized that the basic operating principles of safety, efficiency and proactive
observation and maintenance are inseparable, and that everyone has a role to play
in keeping things running smoothly. Cayeli learned that their employees are deeply
interested in being challenged and very good at applying cross-functional learning.
Cayeli will be using this successful experience to expand and improve other training.
A coordinator has been appointed to help oversee training implementation and quality.

Cayeli's safety and health audit in February identified good performance overall
with some issues to be corrected: eight exceptions from Turkish and European
Union law, four exceptions from mine policy and guidelines, and 51 exceptions from
international good mining practice. The most significant issues concerned the work
practices and equipment of an important contractor and were addressed immediately.
Cayeli submitted an action plan to Inmet’s Vice-President, Safety, Environmental and
Community Affairs in April and the operation is now implementing the plan.

One pastefill barricade failed in 20086. It did not result in any injuries. Cayeli's investigation
showed that the failure happened because established procedures had not been followed
properly. The employees involved have been
re-trained on the correct procedures and the
importance of following them.

Cayeli continued their efforts to improve
emergency preparedness and response in
2006 by updating their plan and performing
quarterly fire response and mine rescue
simulations. These simulations helped them
identify shortcomings in their response plans
B | ol R and allowed them to address the gaps and
improve their preparedness.

Drilling with a jumbo underground at Cayeli

Location and characteristics

Cayeli is an underground copper
and zinc mine located in the small
town of Madenli, 7 kilometres
north of the eastern Black Sea
coast. The mine has a very small
footprint, covering only 17 hectares.
The area around the mine is largely
mixed residential and agricultural.

Ore is mined on-site and
transported by truck a short
distance to the mill. Remaining
mine areas in the upper mine are
largely remnant areas — areas
where most of the ore has already
been removed. The lower mine is
under development. Most
production has shifted to below
the 800 metre level. Since the
mine is being developed vertically
below ground, no significant
change to the footprint of the
operational facilities on surface
is expected.




The Blylikdere River and area near the mine.

Environment

Cayeli had one non-reportable spill of hydraulic oil from an ore truck in 2006. There
were no other environmental incidents reported.

Cayeli's Environmental Management and Procedures Manual was not completed

as planned in 2006. The operation has re-committed to completing and implementing
it in 2007. They will also update their closure plan and cost estimate, paying particular
attention to how waste rock will be handled at closure.

Cayeli made progress in addressing issues identified in their 2005 environmental
compliance audit, including beginning construction of a wastewater sump to address
ground water quality concerns. Their compliance status will be reviewed again in
2007. Inmet completes environmental compliance audits at all majority-owned
operations every two years.

Community affairs

Cayeli has close ties to the local community and has always communicated informally
with local officials and other leaders in the community. The goal of its community
engagement and dialogue plan is to communicate in a deliberate and proactive way,
and to ensure no key audiences are missed. This more structured approach to
dialogue has already offered new insight into community interests and priorities that
will inform the operation’s future communication and education efforts.

Similarly, taking a different approach to employee training this year has offered new
insights and opportunities, including taking fuller advantage of employees’ knowledge
and their ability and willingness to learn and act cross-functionally. This benefits the
operation, but it also increases job satisfaction and gives employees more
opportunities to learn and grow within their existing roles.

Values in action — Willingness to learn

When a new waste rock disposal facility was constructed on our property at
Cayeli recently, the operation learned that we need to communicate our plans
more effectively. An existing facility was already in place, so management did
not anticipate any community concern about building the new one. But the new
site raised questions about how we manage mine waste and about potential
environmental impacts from storing waste. Cayeli was happy to answer these
questions and it has committed to involving concerned neighbours in its
monitoring activities.

We all took away the learning that we need to communicate before we begin
new projects, even if we are just expanding what we are already doing.

Cavyeli successfully negotiated a new three-year agreement with the unionized workforce
in December. Basic terms of the new agreement include a four percent increase plus
inflation adjustment of six percent. Workers will receive annual inflation adjustments
thereafter. The outcome of the negotiations is positive for the operation, its employees,
their families and all of the surrounding communities that rely on Cayeli's business.

Values in action — Blyukdere
Valley Housing Foundation

Cayeli continues to work with

the BlyUkdere Valley Housing
Foundation, a trust fund established
in 2005 to help provide local families
in financial need with housing. The
foundation is managed by a nine-
member board of directors made
up of five employees, a district
representative, the mayor of
Madenli, a village located near the
mine, and two elected heads of
local neighbourhoods. The board
meets monthly.

In 20086, the trust:
partnered with the Cayeli
subgovernor and the
Municipality of Madenli to
donate materials for a house
for a grieving family;
constructed roads and other
infrastructure;
donated 200 bags of cement
and 5,000 bricks to a family left
homeless by a fire;
distributed furniture and
appliances donated by Cayeli
to 15 poor families;
began construction on two
new houses that will be
finished in early 2007;
completely refurbished two
vacant houses; and
refurbished a widow's home.

The foundation continues to make
a positive impact on the lives of
families in the mine area. We hope
the foundation will leave a legacy
of increased and sustained
community sensitivity to poverty
and related social issues.
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Cayeli (cont'd)

Update on Cerattepe

Last year, local non-governmental groups in Artvin made two related applications
to cancel the operating licences for our Cerattepe property. Although we completed
an environmental impact assessment that included public consultation in 2005,
the Turkish Ministry of Energy and Natural Resources did not feel that a formal
assessment was needed. In August 2006, the local administrative court ruled in
favour of the applicants and determined that the relevant government authorities
incorrectly exempted the licences from environmental assessment regulations.
The defendant in the applications was the Turkish Ministry of Energy and Natural
Resources and they have appealed the local court decision to the Danistay
(Turkish Administrative Supreme Court). We have joined the appeal as intervener.
The Ministry is also seeking an interim ruling from the Danistay that would negate
the effect of the lower court decision until the Danistay renders its decision on the
appeal. A decision on the appeal is expected by or shortly after the end of 2007
while a decision on the application for the interim ruling could be received well
before then. In light of the lower court ruling, we had to suspend on-site work.

Work on the tramway landing area retaining wall and

access road.

In the meantime, we received land use leases and permits to begin construction
on the landing area for the aerial tramway that is located off-property and we proceeded to build a retaining wall at the planned
landing area. A water reservoir was recently built there and water from the reservoir is rising, so we needed to build our retaining
wall before the water got too high. We hired 90 local contractors to complete this work.

Employees and contractors at Cerattepe worked in excess of 37,000 hours incident-free during 2006. The same commitment
to a safe workplace is carried to this project from Cayeli.

As a sign of our openness and commitment to the community, we continued to have dialogue with public officials in 2006 and
have also started communicating with the broader community again. Community concerns include whether we will employ local
residents and whether we will purchase equipment from local businesses. We have demonstrated our commitment to the local
workforce by hiring locally for the retaining wall construction, and we have indicated that we will purchase materials from local
businesses if they can offer competitive pricing. Materials used for construction of the retaining wall were purchased locally.

2006 Objective 2006 Results 2007 Target

Develop and use root cause analysis v Cayeli implemented the safety task Improve safety effectiveness
methods to manage risks, and to force's root cause map and trained staff by updating standard operating
reduce accidents and incidents. and operators in root cause analysis. procedures on the basis of root
v They also started looking for root cause analysis of incidents.
causes when safety protocols are Continue to focus on contractor
not followed, to help understand safety.
why and prevent recurrences.
Improve control of surface water v Cayeli took the first step in this Begin removal of remote surface
drainage to eliminate potential project by beginning to re-grade waste rock stockpiles waste back
discharges of sediments and the area. The rest of the project to the underground mine.
heavy metals. Wasléjgferreddto 2007 sql the area Implement a permanent solution to
cou K 'Ie uge ftemporarl yas ?l'h' surface water drainage in the concrete
Slt’]OC P! efsnle or T'ne \(/jvaste. i 1 plant/waste stockpile transfer area
¢ arjge ° panshg owe Cayeli to to eliminate potential discharges of
begin re-using this mine waste sediments and heavy metals.
underground as backfill sooner.
Develop and implement a formal v Cayeli developed a formal plan and Formalize Cayeli’s donation policy

community engagement and
dialogue plan.

began to hold dialogue.

and procedures, targeting education
and women'’s health in particular.



