N.P.R.C. Decree
No. 12

Sierra Leone

The Koidu Kimberlite Project Mining Lease shorttitle, -
Agreement (Ratification) Decree, 1995 ’

Being n Decree to ratify and confirm a Mining Lease Agreement
made for and on behalf of the Government of the Republic of Sierra
Leone of the one part and Branch Energy Limited of the other part.

[22nd July, 1995] Date

menccment,.



MINING LEASE N

_ Tris InpEnTURE made this 22nd day of July, 1995 between
‘Secretary of State, Department of Mineral Resources, (hereinaft
of State") on behalf of the Government of Sierra Leone (herelnaftcr ‘
of the one part and Branch Energy Limited (hereinafter called "the

expression shall include its assigns and successors), a company inc or
Isle of Man and duly registered to trade in Sierra Leone and whose pl'lw

in St. Peters Port, Guernsey, Channel Islands, British Isles of the _othcr

WHEREAS, PURSUANT Lo Section 59 of the Mines and Minerals Decree
Lessee has applied to the Secretary of State for a mining lease in respect of
improvements known as the "Koidu Kimberlite Project” as herein more part
described in Schedules 1 and 2 hereto (hereinafter rererred to as "the Mlmn
Area"),

WiHEREAS the Secretary of State is satisfied that the Lessee has comphedr v
requirements of Sections 59(1), 59(2) and 61(3) of the Decree,

by Section 60 of the Dccrec has agreed to grant this Lease i mrespect the
ca aforesaid.




“L-Guor" means the Government of the Republxc of Slerra Leone

"Lessee” means the Branch Energy Limited, and shall mclude its-
assigns and successors.

"Decree” means the Mines and Minerals Decree, 1994 (NPRC Decree
No. 5, 1994) and, save where herein otherwise provided, the

expressions defined therein shall have the same meanings in this
Lease.

"Mining Lease Area" means the area described in Schedules 1 and 2
hereto,

"Mining Lease" means this Indenture or Agreement.

‘Mining Operations" means exploration, development, mining and
mineral separation, processing and sorting, and maintenance of
any kind carried out in the Mining Lease Area and in the Lessee's
Sorting Office, as defined below, in accordance with the bulk_ |
sampling and mine development programmes.

| “Parues" means the parties to this Mmmg Lease and
_ or them.
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53 Subjectonly 1o the results of the programme outline

~ demonstrating viability and a safe working environmen
proceed with the development of the underground mine ¢
and facilities, and the mining, milling, processing, sorting an
of diamonds and related minerals in accordance with Part II o
3 and Schedule 5.

CLAUSE 6 — OBLIGATIONS AND RIGHTS OF THE LESSEE

6.1 The Lessee shall atall times comply with the provisions of the Decree
other relevant laws and regulations in connection with the carrying
its obligations and work as described in this Mining Lease, except
extent that they are inconsistent with the provisions of this Mining

6.2 The nghts and obligations of the Lessee under such laws and regulatic
shall not be changed or modified in a manner inconsistent with th
provisions of this Lease 5o as to cause any material increase to the cos
Mining Operations or reductions in net diamond sales revenues,

63 In addition to its other rights under this Mining Lease, the Decree
: otherwise, the Lessee shall have the f ollowing rights:

63.1  the right within or outside the Mining Lease Area to dig, clean a
channels in streams, rivers and watercourses as may be nec
ume (o time (o permit or facilitate water flow to or from the Mining
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- authorities o establish and operate an armed security force ir
- with firearms legislation in force in Sierra Leone to enforce its
- Clause 7.1.1 above, and to deploy such force for such purp

the right to demand and receive rents at such rates and subject to such
conditions as may be approved by the Commissioner of Labour in respect
of the occupation by labourers or others of huts or dwellings constructed
by, or at the cost of the Lessee within or outside the Mining Lease Area.

CLAUSE 7 — SECURITY

In addition to its rights under this Mining Lease, the Decree and other
relevant laws and regulations, the Lessee shall have:

the right, in consultation with the Lessor, to take such measures as may be
required to establish and maintain control over the mining, processing,
handling, sorting, storage and transportation of diamonds within the
Mining Lease Area, and, to, from and in, the Sorting Office, including the
right to establish and maintain enclosed and security areas, to prevent
access into and egress from such areas and the right to search persons
within or seeking access to such areas, and otherwise to take such measures
as may be necessary or appropriate to maintain the level of security in the
Mining Lease Area and in the Sorting Office accepted as appropriate in the
international diamond mining and marketing industry; and |

3

the 'right, in consultation with the relevant local and pg,tip ; al

Mining Lease Area and the Sorting Office; inad itic




63.4

1]

7.1.1

7.1.2

~ with firearms legislation in force in Sierra Leone to eﬁqpe ghts ]
- Clause 7.1.1 above, and to deploy such force for such‘ ur
 the Mlnmg Lease Areaand the Somng Off:ce' in addi

under this Mining Lease. Any special permits reqmred for the exercl
thereof shall be promptly granted by the Lessor; ‘

the right to demand and receive rents at such rates and subject to such
conditions as may be approved by the Commissioner of Labour in respect
of the occupation by labourers or others of huts or dwellings constructed
by, or at the cost of the Lessee within or outside the Mining Lease Area.

CLAUSE 7 — SECURITY

In addition to its rights under this Mining Lease, the Decree and other
relevant laws and regulations, the Lessee shall have:

the right, in consultation with the Lessor, to take such measures as may be
required to establish and maintain control over the mining, processing,
handling, sorting, storage and transportation of diamonds within the
Mining Lease Area, and, to, from and in, the Sorting Office, including the
right to establish and maintain enclosed and security areas, to prevent
access into and egress from such areas and the right to search persons
within or seeking access to such areas, and otherwise to take such measures
as may be necessary or appropriate to maintain the level of security in the
Mining Lease Area and in the Sorting Office accepted as appropriate in the
international diamond mining and marketing industry; and

the right, in consultation with the relevant local and national secunty'
authorities to establish and operate an armed security force in accordan

gl




Taxes but excluding Income Tax, shall constifuie dp:e"‘ g
Lessee and shall be allowable as deductions from its chargeab

the Lessee.

13.3.9 The amount of any operating loss incurred by the msee in any f na
year may be carried forward and deducted from the chargeable incor
of the Lessee each year until the whole of such loss sha]l have

deducted in full.

ROYALTIES

13.4 In accordance with Section 96 of the Decree, the Lessee shall pay :
royalty of 5% on all diamonds produced by the Mining Operatlons an
4% on precious metals.
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12.5

12,6

13.0

L

snd the mlning operaﬂons of such manufacture an’

| "'“Dale lhe sum of US$200 000 (two hundred thous

only to Sections 106 and (15 of the Decree, from w
may be determined by the Lessee.

The Lessor shall promptly grant any and all permits and permissions of
whatsoever nature required by law for the Lessee to export from Sierra

Leone any goods imported by it which it no longer requires in the conduct
of ity prospecting or mining operations hereunder, or activities related
thereto,

In connection with Clause 8 of this Mining Lease, the Lessor shall
promptly grant to the Lessee or his Agent any and all necessary permits or
permissions of whatsoever nature required by law for the Lessee or his
Agent to export diamonds and other minerals produced in the Mining

Operations.

Subject to Section 116 of the Decree, the Lessor shall grant all necessary
visas and permits to enable those non-citizens of Sierra Leone who are
necessary (0 be employed in its operations, and their families, to enter and

reside in and depart from Sierra Leone,

CrLAaust 13 — FiscAL REGIME

Annual Lease Rent and Surface Rent

Pursuant to Section 100 of the Decree, the Lessee shall within thirty days
of Commencement Date, pay to the Bank of Sierra Leone and, without

demand, on the first and each successive anniversary of the Comm




_-Anllclutomsduty,charges -
~ equipment, supplies, materials and other
except Fuel and Lubricants to be used exclusi
Programme and subsequent exploration.

13.64 Any machinery, plant, equipment, supphes, matenals
consumable mining stores (including, but without limitation, expl
10 be used in the Mine Development shall be subject to the paymen
Customs duty in accordance with the provisions of the Customs Ac
Customs Tariff Act at a rate not exceeding 5% (ﬂve percent) (
price thereof. et :

13.6.5 The charges on imports of Fuel and Lubricants imported by, or on behalf
of the Lessee shall comprise ad valorem duty at a rate not exceeding
12.5% (twelve and one half of one percent) of the CIF price thereof.

1366 The Lessee shall pay the Road User Charge on its petrol purchasesbiu
shall be exempt from paying it on its purchases of diesel and fuel 011.

13.6.7 All payments of Charges on Imports by the Lessee hereunder shall
made in United States Dollars to the Bank of Sierra Leone for the account
of the Lessor, and the advice accompanying such payment shal
copied to the Comptroller of Customs and Excise. '

Import Inspection Fees



14,1

gl4.l.l

Sates

be used exclusively for the development of agricult

3 Royalties payable in accordance with Clause 13. 4 and us subsectlons'

4 Charges on Imports payable i in accordance thh auses

ta 'Dollm Atarale notexceedlngol%_ et

the sales value of diamond production actually received in tha
. The whole amount of the payment by the Lessor to the

alfected under this Mining Lease, or in areas adjacent thereto )wi_ -
same Chiefdom, and shall be controlled by the Government and Chief om
representalives of such areas and representatives of the Lessee in equal_\_.

number,

CLAUSE 14 — LIMITATION ON AGGREGATE FISCAL IMPOSTS

For the duration of this Mining Lease, no taxes (including, but without
limitation, income tax, additional profits tax, surtax, Minor taxes, profits
lx, twrnover tax, sales tax, export tax, import tax, value added tax,
withholding tax and employment related tax), royalties, duties, excise,
charges, levies, fees, dues, contributions, payments or imposition of any
kind whatsoever payable to the Central, regional or local Governments
authorities or agents or to any Chiefdom or Tribal Authority or to any
other Agency of the Lessor shall apply to the Lessee, or any affiliate
company or Agent of the Lessee or to the employees of the Lessee or any

affiliate company of the Lessee, other than:

Annual rent and Surface Rent payable in accordance with Clause 13.1
and 13.2 and their subsections; '

Income Tax payable in accordance with Clause 13.3 and ils sumecﬁm;:

and :thcir subsecuons,
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17.1

" assee shall be stated, maintained and expressed in

162 The Lessee shall cause its books to be audited as soon as practicable

% ptevent disclosure:

other financial satements and bo

Dollars.
in no event later than 6 months after each accounting year by a reputab

firm of chartered accountants registered in Sierra Leone as chosen by the
Lessee. The Lessee's audited accounts and certificate shall then be

forwarded to the Commissioner of Income Tax. The books of account
and annual audited report shall be written in the English Language.

The Lessor shall, upon reasonable notice and from time to time, have
access to the books of account of the Lessee including all bank accounts.
The Lessee shall not maintain bank accounts in any jurisdiction where
such access is legally prohibited, even if exercised with the consent of the

owner of that account.

CLAUSE 17 — CONFIDENTIALITY AND DiISCLOSURE

All data, information and reports relating to the Mining Lease Area or 10
the Mining Operations owned by or in possession of the Lessee shall be
treated as confidential by each of the Parties and no Party shall disclose

the contents thereof to any third party without the written consent of the
other Parties subject, however, (0 Clause 17.2. The Parties shall take
such steps as are necessary (0 ensure that their officers, employees or

agents comply with the provisions hereof.

The obligation specified in Clause 17.1 above shall not_qp'ergt?': 50 a8 to




L ONEL R. Y. KOROMA,
of State, Mineral Resources.
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ND SEALED AND DELIVERED for and on behalf of 3ranchf

ALAN WILLIAM PATERSON, IN THE PRESENC

Authorised Signatory. NI TEG MAHD] M
g e
SCHEDULE 1
THE MINING LEASE AREA

LLAND SITUATED IN TANKORO CHIEFDOM, Kono DISTRICT IN

THE REPUBLIC OF SIERRA LEONE
(known as the Koidu Kimberlite Project)

DESCRIPTION AND PLAN OF

The lease area lies entirely within the Tankoro Chiefdom, one of fourteen (14)

Chiefdoms comprising the Kono District.
The two (2) Kimberlite pipes and four (4) dyke zones which constitute the deposits
of interest within the lease area have been known for many years, These Kimberlite

deposits have since 1953 been sampled t0 varying degrees by SLST (1953-1967) and
- NDMC (1978-1984). L
Mining Lease Area at the chiefdom
ise terms the outline of the Mining

]
R

3

The tiached plan indicates the position of the
. The schedule which follows describe in prec
¢ Area,

________



 7H0); thence on i south westerly direction on a true b
' dZMMwabemnmukedKPS(N, 953 210, E. 284 66(
Westerly direction on u true bearing of 270° 30' for distance ¢
beacon marked KP6 (N, 953 190, E, 287 570); thence on a north
On & true bearing of 357 00' for a distance of 360 metres (o
(N, 953 540, E. 282 560); thence on south westerly direction on a tn 18
30 for u distance of 250 metres 1 a beacon marked KPS (N. 953 540, E,
thence on a north westorly direction on u true bearing of 359° 45' for a distanc
metres Lo & beacon marked KP9 (N, 954 050, E, 282 320); thence on a north
direction on 4 true bearing of 67° 00' for a distance of 380 metres lo a beacon
KPI0 (N, 954 200, E. 282 660); thence on & north casterly direction on a true
of 02° 30'for a distance of 940 metres (o a beacon marked KP1 which is the start

point of the said Lease enclosing an area of 4,00 square kilometrg. orl
miles approximately, A

ms

All coordinates refer to U, T.M, Orid.

SCHEDULE 2

Improvements are proposed 1o the following cx-imhg.fldlmm? sl
1, Existing shaft near No, 1 Kimberlite Pipe
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a significant parcel of diamonds for dollar/carat

a means of firming up on the grades of the deposits wh
indicated and inferred reserve categones. :

g

To use the present open pit over No. 2 Pipe for the bulk sample
production to the 137m level would require the stripping of an o |
 waste — 100,000 tonnes/month over an 18 month peniod. This kind of o
not planned ahead of the bulk sampling programme. Bl

' _' The No. 2 open pit will be dewatered and cleared of silt and a bulk mﬂe COM
some 10,000 tonnes taken from the present floor of this pit to between 2-4

Part 2 — MINE DEVELOPMENT

With a positive feasibility study exploitation of the Kimberlite de
 involve the following activities some of which would be \dertaken sim

)

ine through the enlargement and No. 1 K



drives at 30m intervals

-

o Kimberlite on Dyke Zone *A” by Shinkage Sopping

~ commence mining of No. 2 Kimberlite pipe from undergrdund;;.

(i#) sample Dyke Zones "B", "C", and "D" at the surface and from dsi
appropriate levels underground; R

dollar per carat valuation obtained from (ix) above indim{e a

hen these Dyke Zones would be exploited.
designed to outline additional kimberlite bodies within the

(x) if grades apd
viable project t

xi) Undertake work
lease Area.

e

Notes:

tention to use the underground facilities, put in place during

(i) Itis the Lessee's in
phase, in the subsequent mine development programme.

the bulk sampling

granite country rock would be

(ii) Engineering Data on the Kimberlite and
may lead to minor modifications

obtained during the bulk sampling phase that
to mining plans outlined above.

SCHEDULE 4

MINERALS INCLUDED WITHIN THE MINING LEASE

Diamond
Gold
Associated Minerals
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in making his valuation shall .
CS0) diamond purcha: price

ee's representative in close harm

ore than fifty percent (50%)

uding the CSO) unless the

The Valuer in makin
~ Selling Organisation (
~ ghall work with the Less
the Lessee shall not be obliged to sell m

- mine production (o any one buyer (incl
to pay a premium for doing so on a regular basis.

In the event that Lessee is unable to accept the valuation of the Valuer onany
or parcel of diamonds it will notify the Secretary of State in writing identi
diamond or parcel of diamond that s in dispute. The Parties shall thereupo
agree the appointment of an Independent Valuer of international repute w
s, at the sole cost of the Lessee. The valuati

asked to value such diamond
Independent Valuer shall be binding on the Parties.

see may offer its diamonds to whomsoeve i
in a free market but the valuation set by the Valuer shall be considered
reserve price for a period of three months. In the event that this price is notr

Independent Valuer of internatio

then the reserve price may be reviewed by an
repute. The Lessee's marketing strategy may inevitably alter as marke co
1] always take a long term view whils

change but as a general rule it wi
consideration for its financial condition. In times of difficult market

Secretary of State will be kept fully briefed on a regular basis and his views

As regards marketing, the Les

Diamonds of exceptional colour, size and purity or any combination thereof
of 10.8 carats are to be known as "Specials" and may be sent for co
| --;n_‘?m'ﬁqmllrwnder if the Lessee and the Valuer are together of
 is prudent. If a tender is arranged the Valuer may be present to witn
l of outstanding qual ose in e




lep 'ini'n'g i
ed immediately with a brief to identify
t training both at the mine and overseas.
ty and the development of underground

suitable individuals at all levels for speci
In the initial stages the emphasis will be on safe

skills in all disciplines.
Al the earliest pmsiblc opportunity,

but at any rate by the time the underground mine

goes into production, the Lessee will open a Technical Apprentice School with a
Mechanical craft practice curriculum based on the National Vocational Qualification
— the successor to the C & G (City & Guilds Examinations Board) in London. An
initial intake of 20 students of secondary school leaving age is envisaged with this
number increasing each year for four years as the Mine develops.

The investment decision of the Lessee has been influenced by the knowledge that
there is a large cadre of extremely able and experienced Sierra Leoneans from mine
level to management, most of whom were trained by Selection Trust and NDMC.
Wherever possible, suitable candidates will be found appropriate posts, with excellence
of skills, work ethic and good character being the sole criteria for employment.
Wherever possible refresher courses will be set up to assist these men back to the

_ workplace,

It is the declared policy of the Lessee to keep expatriate recruitment to a minimum
consistent with fair play, good security and efficiency.

Any contracting arrangements entered into by the Lessee will contain the provision
that Sierra Leone Citizens are to be employed where possible, and that these
employees are to be genuinely trained and groomed for higher skilled positions.
Training will be provided for suitable Sierra Leone citizens in the Lessee's Sorting
Office due o be setup, | i ' .
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e receiving waters;

Tomsoil will be set aside for restoratioi work as necessary.

Dust will be minimised wherever possible and emission will be contained (o the best
protection standards,

Waste of an industrial or domestic nature will be disposed of in as environmentally
safe 1 way as can economically be conceived. Allof the waste willbe inert in nature.

Processtag does not involve emission of any radioactive material.

ethods envisaged would involve filling of siopes

The underground mining m
from the mining operations and the diamond

underground with suitable waste
FECOVErY ProCess.

Mao and Issuo this 18th day of September, 1995,

CAPTAIM VALENTINE E. M. S‘I‘RMSER,
Chairman,
National Provisional Ruling Comd

S —
- Puaeruy iy ‘PUBBHED BY THB ; GOVERNMENT DanvTING DIPARTENT, SIBRRA LBONS—
Y AuTHORITY OF TiB NATIONAL PROVISIONAL Ruumng Couner..
GAZE'I [I'. NQ 48 or 1911 OCTORER, 1995 -
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