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QUICK NOTE # 94 Could this be another Medusa?

INFORMATION NOTE KRM is a gold mining company with projects located in Australia and Sumatra in
Indonesia specialising in high grade, narrow vein underground mining. The
company listed in 2007. Its current focus is the high grade underground Way

éﬁ;(re price &'ﬁg Linggo gold-silver project in Sumatra which the company acquired in January 2009,
'Vlkt.c‘cllo-1 . ) $94.2m and is currently on ramp up to development. First production is scheduled for mid-
8;‘:;23?2’ shares on issue 1?;*;‘;’ 1Q2010 with annual production of 45koz of gold and 500koz of silver per year.
T e Source: IRESS Existing revenue is derived from the Sand Queen mine at Comet Vale which it
2 Various dates & Strike prices shares in a 50:50 joint venture with Reed Resources (RDR).
Key Points
Cash to complete construction: KRM recently placed 100m new shares @ 20c to raise
$20m to complete construction of their Way Linggo mine in Indonesia, to fund repayment
of loans and to accelerate exploration and for general working capital requirements. As of
KRM’s latest quarterly report, the company had $15.6m in cash. Development and
exploration costs are in the order of $2-3m per quarter.
Way Linggo —the way to go: Way Linggo is located on the Sumatra Island of Indonesia
and is prospective for gold and silver. The orebody is a near vertical, epithermal quartz
vein averaging 4-5m true width. Current resources are 670,000t @ 8.44g/t for ~228koz
Au. Development ramp up is set to start in 4-6 weeks time once development headings
and haulage is established. The company is in development of the project and aims to be
in production in 1Q2010 at a rate of 140ktpa.
12 MONTH PERFORMANCE Bonanza grades at Way Linggo: Face Channel sampling along strike of underground
HED — veins has returned significant results such as 104m @ 20.6g/t Au and 323g/t Ag.
70T Significant upside at Way Linggo: The deposit has only been drilled down to 150m and
COED | exploration is really only ramping up now. One underground drill rig is currently working,
$0.50 with 1 surface rig expected very shortly and a second surface drill rig expected before the
$0.40 end of the month. An aggressive exploration program is underway to add resources and
5030 1 to fully evaluate regional potential of the highly prospective terrain under KRM’s contract
of work.
$0.20 -
$0.10 ¢ Aggressive regional exploration commencing: A helicopter magnetics and radiometric
$0.00 S survey is should be complete over the entire 1,000km? tenement aiming to characterise
Oct-08 Dec-08 Mar-09 Jun-09 Sep-09 the geophysical signature of the known mineralisation at Way Linggo and highlight more
Source: IRESS regional targets.

Australian Assets still generating cash: Production of ore from the Sand Queen gold
mine in WA for the June 2009 quarter amounted to 2,731 tonnes of ore at an estimated
James Wilson grade of 13.1 g/t Au. Campaign mining for the next quarter is expected to be ~7,000t of

+61 8 9263 5200 ore grading 14g/t Au.
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Corporate

KRM recently placed 100,000,000 new shares @ 20c to raise $20m to complete
construction of their Way Linggo mine in Indonesia, to fund repayment of loans and to
accelerate exploration and for general working capital requirements. As of KRM’s latest
quarterly report, the company had $15.6m in cash. Development and exploration costs are
currently around $2-3m per quarter.

Directors: We note that Bill Phillips is the Director of Mining for KRM. He also holds
a similar position at Medusa Mining Ltd (MML), a mine with similar narrow vein
characteristics which gives us more confidence in this type of mining scenario.

Way Linggo Project — Indonesia (KRM 85%)

KRM acquired an 85% interest in the Way Linggo gold project in January 2009. The
project is located on the Island of Sumatra in Indonesia and is prospective for gold and
silver. KRM holds a CowW of ~1000km?. The orebody is a near vertical set of epithermal
quartz veins averaging 4-5m true width. Current resources are 670,000t @ 8.44g/t for
~228koz Au. In particular the geological setting is associated with pull apart basins,
dilation jogs and splays along the Great Sumatra Fault. Approximately 11,300m of
diamond core drilling in 112 holes has defined a low sulphidation epithermal vein system
exhibiting high grade gold and silver. The ore system remains open at depth and along
strike and has only been drilled to a 150m maximum vertical extent.

KRM is currently upgrading road access, commenced construction of the tailings dam and
processing plant and is accelerating underground development so that mining of first ore
can take place in 4-6 weeks time. Whilst their current resource inventory is low, we
believe that significant upside might be achieved with their current aggressive exploration
campaign.

During the initial construction period, the company re-optimised their processing route and
have now upscaled their processing plant from 65ktpa to 140ktpa (400tpd) including a
Merrill-Crowe precipitation circuit to maximise silver co-product recovery. Production is
targeting 45,000 oz of gold and 500,000 oz of silver per annum. Initial costs were US$10m
for the plant capex, this is likely to have changed with the plant redesign.

Deposit Classification Tonnes Au glt Ag gt AuEqgit AuEqQoz

Measured 334,000 11.38 4 153,000
North Vain Indicated 93,000 7.06 l 27,000
Inferred . X

Hangingwall Measured
Split and .
Central Vein Indicated

Zone Inferred 6,400

Table 1 Way Linggo resources Source: KRM

Underground development is continuing with first production expected in 4-6 weeks.
Construction is ongoing and first gold expected in 1Q2010 (Feb-March 2010).
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Mining

KRM'’s focus is on development of access drives in preparation for mining in 4-6 weeks
time. Development in the last quarter focussed on the 1020 level, progressing the main
haulage level and sill drive in the north vein in readiness for stoping. Ore development to
date continues to exhibit strongly positive grade reconciliations and current stockpiles at
surface are estimated at 4075t @ 18g/t Au & 249g/t Ag (uncut).

The company has historically stated that cash costs are likely to be <US$250/0z.

Face Channel sampling along strike of underground veins has returned significant results
such as 104m @ 20.6g/t Au and 323g/t Ag.
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Figure 1 KRM mine development long section Source: KRM
Exploration

The deposit has only been drilled down to 150m and exploration is really only ramping up
now. One underground drill rig is currently working, with 1 surface rig expected very
shortly and a second surface drill rig expected before the end of the month.

An aggressive exploration program is underway to add resources and to fully evaluate
regional potential of the highly prospective terrain under KRM'’s contract of work.

A helicopter magnetics and radiometric survey is anticipated to be completed over the
entire 1,000km? tenement aiming to characterise the geophysical signature of the known
mineralisation at Way Linggo and highlight more regional targets.

15" September 2009 3



DJ Carmichacl
CARMICHAEL RESEARCH

As the gold is too fine grained to be seen easily by the artisinal mine workers (500,m), the
company believes it has been overlooked by locals and is classified as a virgin discovery.
We view the prospectivity of upside to be very high.
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Figure 2 & 3 Way Linggo project location Source: KRM
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Figure 4 & 5 Way Linggo vein sets and regional structures Source: KRM
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Comet Vale — KRM 50% RDR 50%

KRM'’s existing mining project is the Sand Queen mine at Comet Vale in Australia, 100km
NNW of Kalgoorlie which it shares in a 50:50 joint venture with Reed Resources (RDR).
Kingsrose is entitled to 60% of gold produced below a depth of 107 metres from the collar
of the Sand Queen Main Shaft and 50% of gold mined above this level. During the quarter
3,197 tonnes of ore grading 12.5g/t Au was stockpiled on the ROM pad ready for toll
treatment. Production from Sand Queen is unhedged and the project is debt free. Toll
treatment costs are expected to be reduced to ~A$400/0z in coming quarters.

Production of ore from the Sand Queen gold mine for the June 2009 quarter amounted to
2,731 tonnes of ore at an estimated grade of 13.1 g/t Au. Campaign mining for the next
quarter is expected to be ~7,000t of ore grading 14g/t Au.
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