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First, Thank you very much for receiving us, I know it’s a difficult time, before Yom
Kippur. I would like to explain about the project, I think a lot of you already know our
company but I see a lot of new faces, so I would like to do it fast, We belong to a Mexican
Company which is called Altos Hornos de Mexico, which is the biggest pool in Mexico in the
field, we produce about 12% in the energy in Mexico for coal mines, and we also have
copper, gold and silver mines. We are 5 companies who decided to come to Israel in order to
make investments. One of the things that attracted us is the legal frame which supported
private investments, private property, and for us, with projects which are usually capital
intense, this was very important. Israel provided the legal frame that said to be able to make
this investment. At the same time the package of incentives that the country offered for new
companies was very very interesting and it really outperformed the fact that Israel was not a
mining country, and we could encounter the problems that we usually encounter in countries
where mining is not strong, you know — lack of suppliers, lack of equipment.
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more and more companies go out of their countries to mine. What do we look for, because of
the capital intense of our projects, and because of the fact that these projects take a long time
and the resources are in the country, what happens is that our capital becomes captured,
captured in that country. So what we are looking for certainty, to lower the risk of our capital
being captured in the country. That means a strong legal frame to support the private property
including investments and a Strong grant, NSNMN 01270 Y9 0PIy, In order for us to be able



to make sure that the project would succeed. At the end of the day, you know, we bring our
capital.
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We started investing here in different areas. We own a company which is called
Aqwise, which is a water treatment plant, we also invested in solar technology, wnw »11, we
took the company back to Mexico and they are now producing wnw »17 to the southern
United States and the north of Mexico. We have taken several other green technologies back
to México and the other investment we are doing here is the copper mines in Timna.

One of things that attracted our company to the copper mines was that this was a
Brown field project, that it meant, or we understood that there was enough information for us
to be able to start the process of exploration, because of the fact that there was information
that there was copper, and we bought the geological maps of drills of the whole re ion and
we knew that copper did not end in Israel, that it continued into Jordan,
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This is the idea of what you will have? You haven't done it yet?
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I don’t understand tons in that. How many people do you employ?
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Right now — 200, once the plant is finished — 450.
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. This investment usually is
what we call "exploration and development part of the project”. The way we manage this
investment is usually that the cash flow for the investment come from the company in
Mexico, who takes care of development and exploration. Once the project starts we turn to a
different line of cash flows which is the ones for constructions and operations.
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People think that you come to a mine and you mine copper, but you don’t mine
copper, you mine rocks. A very percentage out of these rocks is copper.
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So, 26 thousand tons out of 3,5 million tons is copper.
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That means that the company can only make a business plan based on the information
that we have. This is the closest we can get to know that this is the amount of copper that we
can. This is unknown. This is just to show that in order for us to start operation and to be able
to start to produce we need to create the infrastructure. That means that we need to open to
mine, we create this infrastructure which are actually the tunnels that allow us to put inside
the equipment that will allow us to extract the minerals to have as raw material for the plant.
So we need to have enough room to put 12 miners, which are the equipment you saw before,
but 24 trucks and about 12 - - -this is a bj equipment, so it means we have to create enough
infrastructure in order to put that inside.

So this is machinery work, we work in the
ground, around 290-300 meters under the ground. We have 300 employees under round, and
we will have 150 employees on surface.
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In order to understand why we are here, I will let Dror take over,
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This budget goes into development, if the project goes, it means we will start selling, then the
company makes a decision of how &, if they are going to use it, for
example, as cash flow of the investment and development and they will use it, you know, the
money goes somewhere else, or if somehow in the future with our cash flow we will have to

return a percentage of the amount. This money comes in a budget of exploration and
development, for all projects, not only for ours.
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. The day they will want to use it in the future, again, it's the company's decision but we
receive it now as 100%.
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We are not here to criticize Sheshinsky or to say that our numbers are not clear. We
are saying — these are our numbers. You can check them, the reality is this.
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We are not investing in a project with [l We are not. So it does not matter how
many times, you can say it has an impact or that it doesn't have an impact. Check our
numbers, it has an impact. If you can come with better numbers than me, believe me, I will
love to hear them because I need to £0 to my company and tell them we don’t have a project,
so if you have a solution for me, I would like to hear it. Those are my numbers, and I am
using 3'15. The price of copper right now is 2 dollars and something. I am showing you that I

am trying to show my company a positive scenario. With the positive scenario I have to point
to ﬂ
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million dollars of an equity investment for isn't acceptable?
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With the capital intensive project, with commodity prices that go up and down,

these kind of risks require an amount of IRR minimum and this is not a company that is being

selling here for years. This is a new project, and there is a risk. Is there going to be a project or
not going to be a project.
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As far as I know this is the first time anyone on this side of the table is seeing these
numbers, so we are getting to understand the numbers.
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We don’t have a discussion between you and us whether we have the right numbers or
the wrong numbers. We have a discussion here that is saying — these numbers are not good

enough for us. Do you want to check it? I am ready to discuss it with you, but to say that you
don’t believe it - - -
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For me it is worrying when I hear that the Government say for example that the
investment on mining should not receive anything, because we already have the copper. Most
of the world thinks opposite. Why? Investments here are captive. Once you invest in mining
you are putting your money out there and you are not taking it out for at least the next 15
years. That really needs a lot, a lot of support from the Government for the company to feel
enough trust to put that capital investment. We open our your mine and we can't take it from
here. That means — capted. Now, in conversations that I had with the Government in the past,
what I hear from them is — you know, the mine is here so you are stuck. And not only that you
are stuck you have to pay more taxes because you are stuck.
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You mean that our approach isn’t a very positive approach in terms of investment, you
are the first person to tell us this. You are the first international company to tell us that we are
difficult to deal with.
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You are stuck here for the rest of the 15 years and you are going to pay the most taxes
you can. Why? Because you are stuck. So for us, we have to understand — we are going to put
here 300 million. We want to feel that the Government understands that the flexibility of a
project like this requires from the Government, because I can tell you, you know — once you
invest in this project, it's not like IKEA comes here.
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I think what is important to understand is that mine companies take into consideration
with the tools that we have, that means, you know, the tools that we have is the IRR and you
know — cash flows, that is what we have. Apart from that we need to add the risk of the
unknown of the subsurface. At the end of the day what we are talking about — are we saying
that we are going to be able to extract this amount of copper on the ground, but there is a
possibility that we are going to have less or we are going to encounter problems with the
formations that we don’t expect, so that risk is taken, although, into consideration.
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copper out, everything. In copper, for example, you need to understand the copper content that
will enough economically to extract. It means, for example for us, right now is 0,4. With the
new Sheshinsky I am going to leave a lot of copper out, why? Because it is not economical for
me to take it out.
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So the moment you take the ability for us to make it economical, I am going to leave -
- S0 you are making me be less optimal on the use - - -
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When you start mining production plans, I will enter the first year, for example and I
will mine, but I will have to mine, if I want to do a project with that cost now, because
actually this impact is for my Cost, it is 17N >N o1 is on the cost — so I'will have to change
my copper content - - -
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Then what happens — I will not going to be able to go back to that same place and take
whatever I left when the copper price goes up. I will lose that copper because that is not the
way you mine. You don’t go back.
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That is why mining countries take care of these kind of things. They make sure that
the companies, when the prices £0 up and down, still are able to take advantage of most of the
copper because this is what you should take advantage of most of the copper that is on the
ground.
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take it as scrap. There is no value to it, you don’t sell a plant because the re —engineering of
the plant, to take it to another place is too costly. Its not worth it. You have to re-engineer
most of the designs and things like that. These plants are tailored made, for you. They are not
off the shelves.
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No. when we came here 10 years ago, there was a package of incentives for companies
who sold more - - -
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Yes, and you know — mines and plants and everything were inside, so we made our
original assignment if it worth it or not based on the fact that the Government was giving
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these types of incentives, for 100% investment of investment, with 100% of exporting and we
really had all the criteria to get this investment. We came here, we made the 15915 )11 nvpa
mMypwnn, and we received afterwards a letter saying that mine was taken out, because there
was going to be a change in the Law where mine would not be any more considered for these
investments.
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Not for the mines, only for the plant. So we did not receive anything yet, because the
investment for the plant, which is [l million dollars, didn’t start yet.
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You have to understand that a project like this changes. Originally we came here, we
started all the development, we thought that the mineral would require some kind of process.
After working here for 3-2 years we realized that we needed to add one more process, which

. At the end of the day we had to
send the investment to the Government that calculated that was a pre based on million
Shekels. So the grant we received was 144 million dollars, although our investment will be
much larger than that, and at the end of the day the grant goes down to 14%.
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What is happening in all of these countries that are producers is that they make a
differentiation between small projects, medium projects and large ones. The Government will
give the incentive to those projects also for Y195 x¥v, because of the fact that this is a way to
make sure that all reserves are being used, and not only the big projects. At the end of the day,
big is better and this is true. This is what the company is looking for — for huge reserves that
would give them an MPV very high, because the project would last for 35 and 30 years, and
they would put small projects on the side because they are less economic and attractive. So
usually Governments take that into consideration, the size of the project.
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Israel consumes about 35,000 tons of copper a year. Most of this copper is in tools and
electric cables and things like that and there is 1 company here that can produce but actually
they don’t buy the product that we- - they buy the next phase, let's say. Now, if there is a
market here, most likely somebody else can put that plant which is about a cost of 1,5 million
dollars, Twnn Syan.
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Yes. We produce something that is called a commodity because this is the thing that
you move around. What happens with the other product is that the local market depresses and
you don’t have the - - - you know, we sell to the world market, to the LME — London Metal

Exchanie. Thei bui the copper and they sell it. We are very small.
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We are very very small.
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So we are 26,000 tons. Just to give an example how small we are, when our company
closes a contract with China, for about 6 million tons of INO, for, China wanted to close the
deal to add the 24,000 tons of our copper for 5 years. This is how small we are. That one
company wanted to buy 26,000 tons of copper a year for 5 years, they wanted to close our
production for the next 5 years.
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We have information that we may extend the production. We have to make

a huge project. The risk in our project, in the future, maybe for a huge project, Jordan has no
production whatsoever, right now. Jordan has about 3 or 4 times bigger size - - -
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the cost of production is what guides the amount of COpper you can — 195 YNINN .NY
extract.
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There is about another - - - can show you the studies so you can have information,
what s called copper that is under 0.1. jt means that there is about 4 million tons. If the price
or our cost will be good enough that you can take those 4 million tons out, but that is 0.4 on
copper is a good percentage. Anything less than that you will need to be operating in a very
low cost - - -, like we will need tg be operating in a country like Africa.
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example, and in Mexico we have something about 3% in our mines, and 2.8 in the other one.
So what happens in Mexico is that Mexico — we do shared picking because we have such
good copper so we just want to get our IRR, so we do shared picking.
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We don’t manage them but we have partnerships in Columbia and in Chile. We don’t

manage them, those are investments that we have, but we have other operators who manage
them.

XPMHINX AT

T DN DYDY, DUNI NNMINI NONA DA W DYTY NN NN MWPYN TIPY PN S xen
MNP NINI >1UYN Syan 985 NAnM 19 DY ws TIPDXOYND NVIND NYWHRNRM ANIND WN 0PN
TN NINY PIN 5Y 1IWNS NI NRYS R 2YTIND DTN KE» NIN 115995 NNMNY ywNY

SN OION VYN




20

T TSN, MV NN 2% P9 PO MY DMNPINX A

:X22MaN a7

779 5V 03 — NVNN NN 2991 )\ MYPYN MY PN 5Y MYV NPNAN ,AWIN NINYS
PINN 723N DY .AVNN Y DM N PRI NIV OPNID Y 1IN 9190 XY 1IN 1090 Mavn
MY NMN MNIND I8 I

2NN OOON VPN

DXPX) DY MY NN IVHY 1IWN TND .09 DR IP5 DY NAINY PANY T8 ANK 1IN
¥ MOOUN PINK YW MNOSHA NN PPOPYY 235 5¥ mNONHN NN PIANY NRNa Y79 STinn oy DobV
VAN PIAND NI WA TN 19 N mypwn My

: A9 M7

XY 2191 YI0N ANV NY NIN .19I00 SV 0) added value N Syannw DIV PNIN
AMKX DNININ YPIPN TIN HINND NN XYN) VIV YANWYN

TNV 7701 AN, NN NIV DD AN 1PNYAY NP TN INON ¥ OMNYNPNN KU

OR3 Y207 INUD NN Iy nUImn 1) 9omn Tn 11 PNINT YT DNIN W), ARIAN P2

I 12PN MO, 10NY 192 9D TIY NIAY 108y S¥ann o) y DSV, N1 MINARA NN PR A1 NI
NS TANY WA TN 92T 77420 INUD

MNP
: 191D MNNY

22 072 D20Y M8 Tina rocks -0 IN DV On — 13 1790 0PN Swnd v

NN TIND DNMIN DYDY

102 N

TT T RTR MNYY NN MNAT SY mydan mnayny VN DV 119315932 Syana S5

: M9 MY
= =T DYURIN PNON I8Inn my 1123 ,N¥P2 .0 N

SNV OON VPN

DMINIPIPNG DMNIAN 199 .19 PIND NI OINL,UTIP MY PDUNIN PRDN 9900 DN NONWN
W27 3.5 5y 0MT AYNNNA 9PV D37 N - - - AN M DIJOPN 99 MWYNI 1210 (2223 Nip)a)l
IV KX 26-5 DWIP MNV YW 19

XN IN 2T

know n ppvn aqwn 9DIDN TIVN ,N9 Y2ON INYND ,08Y1 . PYAY NYPNIY mWN> NP m
NN N9 DONN NI VAIRY TTR9Y 0NN DIINWNAY ©NY1 N9 DISY NI ,YI0N ANVDN 9 TIA5 ,how
19207 5¥ O -8 9890 TWN NN DONN ,Ya0N AINYHN

AN OON VPN

ST NNNI NN D35 know hown oN NoNVUN



21

X229 aNX 2T

23 .19 DYONN NN NINYA NPTINY 2Y 119 D272 XY PNIN XY IN STIN NN ON 2WN XY MY

ANUD NINY NPN N9 D91p0Y NN 1oy TN DN 5V 159N ONPIND DN 1IPYIN nPISNN

7)1 ,08¥3 19 YaN ,¥201 INUN 2Y 12Y71 UKD 9IN NPTSN MY v NN NNG TN 199 THAN

2 MMX DN 5953 Y20N INWH 9y NY DIN D0NN DY, NUNIN PRDN I8N ¢ M IN20N

N0 XD NY.AWINI 2235 MNab 119 NN NI MY .9TD2 KO MY DIWIN PRI . 1NHY IINN NIINN
R}

: DY) PO YD

I think that one of the important things to establish is the fact that we decided we
would make this investment to take this plant to a level that is copper - - -. We could have also
taken it to a lower level of finished product, let's say, but we didn’t. We went for the copper -
- -. In copper you can have a copper and sell it to a plant close to us and we still would be

important for us is the fact that this is a project. Again, we are not a company, and I am not
really here to talk about any other company, but what is important here is that the company
has to take a decision. The decision is whether to invest or not to invest. This is a "go or not

get the contracts from the land authority to understand that they can change the yo that says
that we cannot use the underground. We did all that. We have m°2 9mn, we have yran, we
have contracts, we have everything. Right now, after 10 years and all these investments, my
IRR goes down the drains and [ don’t really have a project to show to the company, and that is
the truth. My numbers are there, you can look at the numbers,
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Over there, our project is cheaper, because of the fact that in Mexico we are mining on
open fields. Here we are mining underground which is more expensive.

2N OION VYN

.M AN OV RN NN
397 200
PNV IN NPV DISY OXRN NN 10V SN51N NN N 11 130 T9I19 NI NN

: DY) POV YD

NN
DT 9N
PN YT Y IN

: DIT DO 1Y

We have our 05 »mn, they are not profit. I can send you information of a comparison
between the companies. I can give you comparisons what Mexico makes in a project. A
company is different, because once you turn to a company, they measure themselves

dollars that I don’t want to have these taxes, you know, it is a decision for me to close my
company or not, but this is a decision of investment. There is no company, this is a project.
We are going to invest, we don’t sell anything, we don’t have a market, we have employees.
0T YN
DMNN IPOPNI LN PN

;D11 DOV DD

Every state is different. The mine for example in the north of Mexico, they have the
State tax, and then they have - - -
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Yes. We have 2 of gold, 2 of silver, 2 copper.
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They are the same — federal tax, but they may change in - - - -
0T N9
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I'will send you whatever is public.
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You need to understand something, and I think this is important. The 14% that
somebody came up with is something I still don't understand, because you are saying that a
company will invest, you know — the investment over 14% should be economic enough, but
as far as there is a thing that is really a share, a public share, and we are talking about - - -
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For our company, we
of the unknown is so

don’t invest in projects that are less than of IRR because the risk

high and we take that chance of most likely, we will lose money. What you
are telling me is that you are going to allow me to have a 14% IRR, because this is good for
you.
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In a project like this, in any mining project that is commodities, there are 2 things that
usually a company can know beforehand. It is operational cost and government take. Those
are the 2 things that you know. Everything is unknown, like today, the price of copper is 2,60,
tomorrow it can be 4, but at the end of the day I don’t control those prices and I don’t control
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Everything comes from your way of looking at what a mine is. For us there is no
questions that our industrial plant is an industrial plan, that can receive in the future, for
example, mineral from other places — Jordan, Tanzania, everywhere. So the fact is that we are

The other reason is because you guys are very specific on saying from the Very
beginning — we believe that minerals here are captive and because of that you should not
receive anything, which is totally contrary with what happens around the world.
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I don’t want to enter right now into the discussion of - - because again, we are not in
discussion if is 25 or 26. I am coming to tell you the position of my company regarding
Sheshinsky and the changes. The changes of Sheshinsky are — 91 >0 o1 is really having an
effect on the IRR and the possibility to build this project, the fact that you took the o>y159mn
from 2 to 5, without really understanding the effect on a project like ours, which, again, is a
new project, YIN1 ©»p N9, and the fact, again, that you unilaterally decided to change an
industry from side to the other — it is a problem for us.
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I cannot force the Government or anything to do anything. I am only here to try to
make you understand my position and my company's situation. It is your decision what to do,
it is not mine.
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We are not here to say if you are right or wrong. We are here to - - - jf you think - - -
it is fine. What I am saying here — this is a new venture. Israel does not have a copper
industry. Even in the mining industry like ours — this is a totally different thing. This will open
new territories for Israel. Right now, for example, we don’t even have 50 or 60% of the
services that need to be provided in the mine, here, locally. That means, this is a chance for
Israel really to develop an industry, not only us, but everything around that. It bring tears to
my eyes to say that because of that we don’t have the ability to bring this project forwards.
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