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INDEPENDENT STATE OF PAPUA NEW GUINEA.

AN ACT

entitled

Mineral Resources Development Company Pty Limited (Privatisation) Act

1996,

Being an Act to facilitate the privatisation of certain assets of the State and Mineral
Resources Development Company Pty Limited transferred to a company (the
Company) to be incorporated by Mineral Resources Development Company Pty
Limited by—

(@)

()

(©)

(d)

providing for the approval and implementation of an agreement
between the State, Mineral Resources Development Company Pty
Limited and the Company under which the Company may acquire a
participating interest in certain mining and petroleum development
projects in Papua New Guinea; and

requiring that the articles of association of the Company impose
restrictions on the ownership of its shares so as to prevent any person,
other than Mineral Resources Development Company Pty Limited,
having a relevant interest in more than 15% of its issued share capital;
and

ensuring that the head office of the Company remains in Papua New
Guinea; and

the consequential amendment of various Acts,

and for related purposes,

MADE by the National Parliament to come into operation—

(@)
(0)

in so far as relating to Parts I, IV and V-on certification; and

in so far as relating to Parts II and III-on the date on which the Option
Agreement has been executed by all the parties to it.
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PART I. - PRELIMINARY.

1. COMPLIANCE WITH CONSTITUTIONAL REQUIREMENTS.

(1) This Act, to the extent that it regulates or restricts a right or freedom
referred to in Subdivision II1.3.C (qualified rights) of the Constitution, namely—

(@

(b)

(©)

(d)
()

the right to freedom of conscience, thought and religion conferred by
Section 45 of the Constitution; and

the right to freedom of expression conferred by Section 46 of the
Constitution; and

the right to freedom of assembly and association conferred by Section 47
of the Constitution; and

the right to privacy conferred by Section 49 of the Constitution; and

the right to freedom of information conferred by Section 51 of the
Constitution,

1s a law that is made—

0)

)
(h)

for the purpose of giving effect to the public interest in public order,
public welfare and the development of underprivileged or less advanced
groups or areas; and

in order to protect the exercise of the rights and freedoms of others; and

for the purpose of making reasonable provision for cases where the
exercise of one such right may conflict with the exercise of another.

(2) For the purposes of—

(@
(b)

[Repealed.]

Section 41(2) of the Organic Law on Provincial Governments and Local-
level Governments,

it is hereby declared that this Act relates to a matter of national interest.

(3) Insofar as this Act provides for the compulsory taking of possession of any
property or the compulsory acquisition of any interest in or right over any property
within the meaning of Section 53 of the Constitution—

(@

()

the purposes and reasons for each such taking or acquisition are hereby
declared and described to be to facilitate improvement in the returns
earned upon, and the efficient and economical acquisition and
management of, the State’s interests in Mining and Petroleum Projects
so that they might better continue their significant contributions to the
advancement of the order, welfare and development of the people of
Papua New Guinea; and

each of those purposes and reasons 1s hereby also declared and
described to be a public purpose and a reason that is reasonably
justified in a democratic society that has a proper regard for the rights
and dignity of mankind; and

—9_
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(o) the Act is also hereby expressed to be made in the national interest; and

(d)  the undertaking of the obligations of the State, MRDC or the Company,
as the case may be, in relation to each such taking or acquisition under
the Mining Act 1992 or the Oil and Gas Act 1998, the conditions of any
lease, licence or other tenement granted under the Mining Act 1992 or
the Oil and Gas Act 1998, the terms of any mining development
contract or other agreement made in connection with the grant of such a
tenement or the acquisition by the State or MRDC of a Participating
Interest in a Mining Project or Petroleum Project and the terms of the
Option Agreement shall constitute compensation made in connection
with that taking or acquisition.

INTERPRETATION.
In this Act, unless the contrary intention appears—
“associate” has the meaning given to it in Section 4;

“Company” means a company to be incorporated by MRDC and made the
party to the Option Agreement referred to in the Option Agreement as
“the Company”;

“corporation” means a body corporate wherever formed or incorporated;
“Mining Project” has the meaning given to it in the Option Agreement;
“MRDC” means the Mineral Resources Development Company Pty Limited;

“officer”, in relation to a corporation, has the meaning given to it in the
Companies Act 1997,

“Option Agreement” means the agreement to be made between the State,
MRDC and the Company, substantially in the form of the agreement
contained in Schedule 1 with such amendments as may be agreed
between the Minister, MRDC and the Company prior to the coming into
operation of Parts II and III and, if that agreement is subsequently
varied in accordance with Section 9, that agreement as varied and in
force for the time being;

“Participating Interest” has the meaning given to it in the Option
Agreement;

“Petroleum Project” has the meaning given to it in the Option Agreement;

“relevant interest”, in relation to a share, has the meaning given to it in
Section 3;

“share”, in relation to the Company, means a share in the share capital of the
Company and includes stock into which all or any of the share capital of
the Company has been converted.
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“Termination Date” means the date of commencement of the Mineral
Resources Development Company Pty Limited (Privatization)
(Amendment) Act 2001.

3. RELEVANT INTEREST.

(1) Subject to this section, a person holds a relevant interest in a share if he
has any legal or equitable interest in that share.

(2) In addition to and without limiting the generality of Subsection (1), where a
person—

(@) has entered into a contract to purchase a share; or

(b) has a right to have a share transferred to that person or as that person
directs, whether the right is exercisable presently or in the future and
whether on fulfilment of a condition or not; or

(c) has a right to acquire a share, or a relevant interest in a share, under
an option, whether the right is exercisable presently or in the future and
whether on the fulfilment of a condition or not; or

(d) 1is entitled (otherwise than by reason of his having been appointed a
proxy or representative to vote at a meeting of members of a corporation
or of a class of its members) to exercise or control the exercise of a right
attached to a share, not being a share of which that person is the
registered holder,

that person shall be deemed to have a relevant interest in that share.

(3) A person shall not be deemed not to have a relevant interest in a share by
reason only that the person has the relevant interest in the share jointly with
another person.

(4) For the purposes of determining whether a person has a relevant interest
in a share—

(a) it 1s immaterial that the relevant interest cannot be related to a
particular share; and

(b) there shall be disregarded a relevant interest in a share—

(1) if the relevant interest is that of a person who holds the share as
a bare trustee; or

(1) of a person whose ordinary business includes the lending of
money, if the person has a relevant interest only by way of
security for the purposes of a transaction entered into in the
ordinary course of business in connection with the lending of
money; or

(1)  of a person whose ordinary business includes dealing in securities
and who has authority to exercise powers as the holder of the

Section 2 Amended by No. 18 of 2001, s. 3.
—4-
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relevant interest only because of instructions given to him, by or
on behalf of another person, to dispose of the share on the other
person’s behalf in the ordinary course of business; or

(iv) of a person where that person has that relevant interest by
reason only of holding a prescribed office; or

) that is a relevant interest of such person or of the persons
included in such class of persons as is prescribed; and

such relevant interest shall not be disregarded by reason only of—
(1) its remoteness; or
(1)  the manner in which it arose; or

(1)) the fact that the exercise of a right conferred by the relevant
interest is, or is capable of being made, subject to restraint or
restriction.

4. ASSOCIATES.

(1) Where a person is deemed to be an associate of another person as provided
by this section, the first-mentioned person shall be deemed to have a relevant
Iinterest in the shares in which that other person has a relevant interest.

(2) For the purposes of this section, the following persons are deemed to be
associates of a person:—

(@)

()
(©)
(d)
()
)
@)
(h)

@)

©)
(k)

the person’s spouse or a parent or remoter lineal ancestor, son, daughter
or remoter issue or brother or sister of the person;

a partner of the person;

a corporation of which the person is an officer;

where the person is a corporation—any officer of the corporation;

an employer or employee of the person;

an officer of a corporation of which the person is an officer;

an employee of a natural person of whom the person is an employee;

a corporation whose directors are accustomed or under an obligation,
whether formal or informal, to act in accordance with the directions,
Instructions or wishes of the person or, where the person is a
corporation, of the directors of the person;

a corporation in accordance with the directions, instructions or wishes of
which, or of the directors of which, the person is accustomed or under an
obligation, whether formal or informal, to act;

a corporation in which the person holds a substantial interest;

where the person is a corporation—a person who holds a substantial
interest in the corporation;

-5
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the trustee of a trust estate in which the person holds a substantial
interest;

where the person is the trustee of a trust estate—a person who holds a
substantial interest in the trust estate; and

a person who 1is, by virtue of this section, an associate of any other
person who is an associate of the person (including a person who is an
associate of the person by another application or other applications of
this section).

(3) For the purposes of this section—

(@

(6)

(©

(d)

a person 1s deemed to hold a substantial interest in a corporation if the
person, alone or together with any associate or associates of the person,
1s in a position to control not less than 15% of the voting power in the
corporation or holds relevant interests in not less than 15% of the issued
shares in the corporation; and

a reference to control of the voting power in a corporation is a reference
to control that is direct or indirect, including control that is exercisable
as a result or by means of arrangements or practices, whether or not
having legal or equitable force, and whether or not based on legal or
equitable rights; and

a reference to the voting power in a corporation is a reference to the
maximum number of votes that might be cast at a general meeting of
the corporation; and

subject to Subsection (4), a person is deemed to hold a substantial
interest in a trust estate if the person, alone or together with an
associate or associates, holds a beneficial interest in not less than 15%
of the corpus or income of the trust estate.

(4) Where, under the terms of a trust, the trustee has a power or discretion as
to the distribution of the corpus or income of the trust estate to beneficiaries, each
beneficiary is deemed to hold a beneficial interest in the maximum percentage of
corpus or income of the trust estate that the trustee is empowered to distribute to
that beneficiary.

5. APPLICATION.
(1) This Act binds the State.

(2) The Minister shall, prior to the coming into operation of Parts II and III, by
written notice to MRDC and the Company, determine—

(@

(6)

the Mining Projects and Petroleum Projects to be specified in Part A of
Schedule 1 to the Option Agreement; and

the classes of Mining Projects and Petroleum Projects to be specified in
Part B of Schedule 1 to the Option Agreement; and

—-6-
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the term of the Option Agreement, being a period not exceeding 25 years
on and from the date of the coming into operation of Parts II and III.
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PART II. - THE OPTION AGREEMENT.
6. APPROVAL OF OPTION AGREEMENT.

The Option Agreement is ratified, approved and has effect according to its
tenor.

7. EFFECT IN RELATION TO LAWS OF PAPUA NEW GUINEA.

The Option Agreement has the force of law for the full term provided for by
this Act and the Option Agreement as if contained in this Act and shall apply
notwithstanding anything to the contrary in any other law in force in the country,
including, without limitation—

(@) the Central Banking Act 2000 and any regulation made or deemed to
have been made under that Act; and

(b)  the Investment Promotion Act 1992 and any regulation made under that
Act.

8. IMPLEMENTATION OF OPTION AGREEMENT.

(1) The implementation of the Option Agreement is hereby authorized and the
Government, Ministers, officers, instrumentalities of the State and all bodies created
by or under an Act for a public purpose are authorized, empowered and required to
do all things necessary or expedient to carry out, and give full effect to, the Option
Agreement.

(2) A person shall not—
(@) interfere; or
(b) do anything that interferes,

with the operation or implementation of the Option Agreement or with the ability of
the parties to the Option Agreement to exercise rights or discharge duties or
obligations, under the Option Agreement.

9. VARIATION OF OPTION AGREEMENT.

(1) The parties to the Option Agreement may from time to time by agreement,
in writing, add to or substitute for, cancel or vary all or any of the provisions of the
Option Agreement.

(2) The Minister must cause a copy of an agreement under Subsection (1) to be
laid before the Parliament within five sitting days following the making of the
agreement.

(3) An agreement under this section may be revoked wholly or in part by
resolution of the Parliament passed within five sitting days after a copy of the
agreement is laid before the Parliament.
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(4) Unless the agreement is revoked under this section, it will come into force
on the expiration of the period within which it could have been revoked.

10. SPECIFIC PERFORMANCE.

The Option Agreement may be enforced by obtaining a decree of specific
performance against the State in respect of its obligations under the Option
Agreement.

11. APPROPRIATION.

Any sums required by the State to fulfil any liability from time to time arising
under the Option Agreement shall be paid out of the Consolidated Revenue Fund
which is hereby deemed to have been appropriated to the extent necessary.

s. 10.
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PART III. - CONSEQUENTIAL AMENDMENTS TO OTHER LAWS.
Division 1.
Amendment of Audit Act 1989..

12. INTERPRETATION (AMENDMENT OF SECTION 1).

Section 1 of the Audit Act 1989 is amended in the definition of “Government-
owned company” by adding the following:—

“but does not include the company referred to as “the Company” in the Mineral
Resources Development Company Pty Limited (Privatisation) Act 1996 or any
subsidiary of that company”.

13. FUNCTIONS AND DUTIES OF THE AUDITOR-GENERAL
(AMENDMENT OF SECTION 2).

Section 3 of the Audit Act 1989 is amended in Subsection (2)(c) by adding the
following:—

“except the company referred to as “the company” in the Mineral Resources
Development Company Pty Limited (Privatisation) Act 1996 and the subsidiaries of
that company”.
Division 2.
Amendment of Mining Act 1992.

14. INTERPRETATION (AMENDMENT OF SECTION 2).
Section 2 of the Mining Act 1992 is amended—

(@) by inserting after the definition of “Chief Warden” the following new
definition:—

‘Company’ has the meaning given to it in the Mineral
Resources  Development Company Pty  Limited
(Privatisation) Act 1996;”; and

(b) by inserting after the definition of “mining lease” the following new
definitions:—
‘Mining Project’ means a project—

(a) for the construction, development and operation of
facilities for the recovery, production, transportation
and sale of minerals; and

(b) specified or within a class specified in Schedule 1 to
the Option Agreement;

‘MRDC’ means Mineral Resources Development Company
Pty Limited;”; and

-10 -
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(¢ by inserting after the definition of “non-mechanized mining” the
following new definitions:—

‘Option’ has the meaning given to it in the Option Agreement;

‘Option Agreement’ has the meaning given to it in the Mineral Resources
Development Company Pty Limited (Privatisation) Act 1996; and

‘Participating Interest’ has the meaning given to it in
the Option Agreement;”.

15. NEW PART IIIA.

The Mining Act 1992 is amended by inserting after Part III the following new
Part:—

“PART IITA. - ACQUISITION OF STATE INTERESTS.
“ACQUISITION OF STATE INTERESTS.

“(1) Notwithstanding any provision of any other Part or the terms of any
agreement made by the State—

(@) the State, MRDC and the Company shall each have the right to
acquire and, as appropriate, transfer a Participating Interest in a
Mining Project in accordance with the Option Agreement; and

(b) without limitation—
(1) the conditions of any exploration licence; and

(1)  the conditions of any special mining lease, mining lease,
lease for mining purposes or mining easement granted in
relation to a Mining Project; and

(i11) the terms of any mining development contract or any
agreement referred to in Section 17 made in relation to a
Mining Project,

“granted or made after the coming into operation of Parts II and III of the
Mineral Resources Development Company Pty Limited (Privatisation) Act 1996
shall recognise and provide for the exercise of those rights.

“(2) The State shall, subject to and in accordance with the Option Agreement,
nominate MRDC or the Company to acquire its Participating Interest referred to in
Subsection (1).”.

16. GRANT OF A SPECIAL MINING LEASE (AMENDMENT OF SECTION
33).

Section 33 of the Mining Act 1992 is amended—
(@)  1in Subsection (1), by inserting before the words “The Head of State” the

following:—

-11 -
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“Subject to this section,”; and

(b) Dby adding the following new subsection:—

“(3) The Head of State, acting on advice, shall not grant a
special mining lease under this section in relation to a
Mining Project unless the Minister has first given to the
Company written notice.”.

GRANT OF A MINING LEASE (AMENDMENT OF SECTION 38).
Section 38 of the Mining Act 1992 is amended—

(a) in Subsection (1), by repealing the reference to “Subsection (2)” and
replacing it with the following:—

“this section”; and

(b) by adding the following new subsection:—

“(4) The Minister shall not grant a mining lease under
this section in relation to a Mining Project unless he has
first given to the Company written notice.”.

APPROVED PROPOSALS FOR A MINING LEASE (AMENDMENT OF
SECTION 43).

Section 43 of the Mining Act 1992 is amended—

(a) in Subsection (1), by repealing the words “and may request the
applicant to provide further information or to amend the application or
proposals” and replacing them with the following:—

“and may request the applicant—

(c) to provide further information and proposals, including,
without limitation, information and proposals relating to—

(1) the acquisition by the State or its nominee of a
Participating Interest in the Mining Project to which
the proposals relate; and

(i1)  the transfer of some or all of the Participating
Interest to the Company in accordance with the
Option Agreement and other matters and
transactions contemplated by the Option Agreement;
or

(d) toamend the application or proposals.”; and

(b) by inserting after Subsection (1) the following new Subsection:—

-12 -
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“(1A) The Minister may require the Board, in assessing
the application, to consider whether the proposals include
proposals which provide for the performance of the
transactions contemplated in the Option Agreement on
the terms specified in the Option Agreement.”; and

(0 by repealing Subsection (2) and replacing it with the following:—

“(1A) Where the Board considers that the applicant has
reasonably satisfied the requirements of Subsections (1)
and (1A) the Board shall recommend approval of the
proposals.”.

19. DUTIES OF REGISTRAR WHERE PRELIMINARY EXAMINATION
SHOWS THAT REQUIREMENTS HAVE BEEN MET (AMENDMENT OF
SECTION 103).

Section 103 of the Mining Act 1992 is amended by repealing Subparagraph
(b)(i1) and replacing it with the following:—

(1) in the case of an application for the grant of a tenement in
relation to a Mining Project, give written notice to the Company
of the receipt of the application; and

(111) report in writing to the Board.”.”.

20. NEW SECTION 103A.

The Mining Act 1992 is amended by inserting after Section 103 the following
new section:—

“103A. THE COMPANY MAY REQUIRE FURTHER
INFORMATION.

“(1) At any time after receipt by the Company of a notice under Section
103(b)(i1), the Company may request the applicant to provide to the Company,
or to allow the Company access to, such information concerning the application
and the proposals for development as the Company may reasonably require for
the purpose of determining whether it will exercise the Option under the
Option Agreement in respect of the Mining Project to which the application
relates.

“(1) On receipt of a request under Subsection (1), the applicant shall
provide to the Company or allow the Company access to the information
requested within such reasonable period as the Company may specify in its
request on the condition that the Company—

(@)  pays the reasonable costs of the applicant incurred in providing or
allowing the Company access to the information requested; and

-13 -
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(b) subject to Subsection (3), keeps the information confidential on
such terms and conditions as the applicant may reasonably
require.

“(3) The Company shall be permitted to disclose the information
referred to in Subsection (2) to—

(a) such of its employees, officers or agents whose duties in
connection with the exercise of the Option require the disclosure
of the information; and

(b) any adviser or other expert retained in connection with a proposal
by the Company to exercise the Option,

“who undertake to keep the information confidential on such terms and
conditions as the applicant may reasonably require.

“(4) A person who discloses the information referred to in Subsection (2)
in contravention of the terms and conditions required by the applicant in
accordance with Subsection (2)(b) or (3), is guilty of an offence.

“Penalty: A fine not exceeding K10,000.00 or imprisonment for a term not
exceeding four years, or both.”.
Division 3.

Amendment of Petroleum Act (Chapter 198)..
Note The Petroleum Act was repealed by the Oil and Gas Act 1998.

21. INTERPRETATION (AMENDMENT OF SECTION 2).
Section 2(1) of the Petroleum Act (Chapter 198) is amended—

(@) by inserting after the definition of “the Chief Inspector” the following
new definition:—

‘the Company’ has the meaning given to it in the
Mineral Resources Development Company Pty Limited
(Privatisation) Act 1996;”; and

(b) by inserting after the definition of “low water line” the following new
definition:—
‘MRDC’ means Mineral Resources Development Company
Pty Limited;”; and
(o) by inserting after the definition of “offshore area” the following new
definitions:—
‘Option’ has the meaning given to it in the Option Agreement;

‘Option Agreement’ has the meaning given to it in the Mineral Resources
Development Company Pty Limited (Privatisation) Act 1996;

- 14 -
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‘Participating Interest’ has the meaning given to it in
the Option Agreement;”; and

(d) by inserting after the definition of “petroleum pool” the following new
definition:—
‘Petroleum Project’ means a project—

(a) for the construction, development and operation of
facilities for the recovery, production, transportation
and sale of petroleum; and

(b) specified or within a class specified in Schedule 1 to
the Option Agreement;”.

22.  NEW DIVISION III.3A.

The Petroleum Act (Chapter 198) is amended by inserting after Division II1.3
the following new Division:—

Division IIIA.
Acquisition of State Interests.

“ACQUISITION OF STATE INTERESTS.

“(1) Notwithstanding any provision of any other Division or the terms of any
agreement made by the State—

(a) the State, MRDC and the Company shall each have the right to
acquire and, as appropriate, transfer, a Participating Interest in a
Petroleum Project in accordance with the Option Agreement; and

(b) without limitation—
1) the conditions of any petroleum prospecting licence; and

(i1)  the terms of any agreement made by the State in relation
to a petroleum prospecting licence; and

(111) the conditions of any petroleum development licence or
pipeline licence granted in relation to a Petroleum Project,

“granted or made after the coming into operation of Parts II and III of the
Mineral Resources Development Company Pty Limited (Privatisation) Act 1996
shall recognise and provide for the exercise of those rights.

“(2) The State shall, subject to and in accordance with the Option Agreement,
nominate MRDC or the Company to acquire its Participating Interest referred to in
Subsection (1).”.

- 15 -
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23. APPLICATION FOR PETROLEUM DEVELOPMENT LICENCE
(AMENDMENT OF SECTION 33).

Section 33(2) of the Petroleum Act (Chapter 198) is amended by adding the
following new paragraph:—

(o) such information and proposals, or information and proposals in
addition to or by way of alteration to information and proposals already
supplied, relating to—

(1) the acquisition by the State or its nominee of a Participating
Interest in the Petroleum Project in respect of which the
application is made; and

(1)  the transfer of some or all of the Participating Interest to the Company in
accordance with the Option Agreement and other matters and transactions
contemplated by the Option Agreement.”.

24. NEW SECTION 33A.

The Petroleum Act (Chapter 198) is amended by inserting after Section 33 the
following new section:—

“33A. NOTICE OF APPLICATION TO BE PROVIDED TO THE
COMPANY, ETC.

“(1) On receipt of an application under Section 32 or Section 48 in relation to a
Petroleum Project, the Director or the Minister, as the case may be, shall give
written notice to the Company of the receipt of the application.

“(2) At any time after receipt of a notice under Subsection (1), the
Company may request the applicant to provide to the Company, or to allow the
Company access to, such information concerning the application and the
applicant’s proposals as the Company may reasonably require for the purpose
of determining whether it will exercise its Option under the Option Agreement
in respect of the Petroleum Project.

“(3) On receipt of a request under Subsection (2), the applicant shall
provide to the Company or allow the Company access to the information
requested within such reasonable period as the Company may specify in its
request on the condition that the Company—

(a) pays the reasonable costs of the applicant incurred in providing or
allowing the Company access to the information requested; and

(b) subject to Subsection (4), keeps the information confidential on
such terms and conditions as the applicant may reasonably
require.

“(4) The Company shall be permitted to disclose the information
referred to in Subsection (2) to—
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(a) such of its employees, officers or agents whose duties in
connection with the exercise of the Option require the disclosure
of the information; and

(b) any adviser or other expert retained in connection with a proposal
by the Company to exercise the Option,

“who undertakes to keep the information confidential on such terms and
conditions as the applicant may reasonably require.

“(5) A person who discloses the information referred to in Subsection (2)
in contravention of the terms and conditions required by the applicant in
accordance with Subsection (3)(b) or (4) is guilty of an offence.

“Penalty: A fine not exceeding K10,000.00 or imprisonment for a term not
exceeding four years or both.”.

25. NOTIFICATION OF GRANT OF PETROLEUM DEVELOPMENT
LICENCE (AMENDMENT OF SECTION 34).

Section 34(1) of the Petroleum Act (Chapter 198) is amended in Paragraph (b),
by repealing the word and figures “Section 31(2)” and replacing them with the
following:—

“Sections 31(2) or 33(2)(c);”.

26. GRANT OF PETROLEUM DEVELOPMENT LICENCE (AMENDMENT
OF SECTION 35).

Section 35 of the Petroleum Act (Chapter 198) is amended by adding the
following new subsection:—

“(10) The Minister shall not grant a petroleum development licence under this
section in relation to a Petroleum Project unless the Minister has first given to the
Company written notice.”.

Division 4.

Amendment of Public Finances (Management) Act 1995..

27. NEW SECTION 38A.

Part VII of the Public Finances (Management) Act 1995 is amended by
inserting immediately before Section 39 the following new section:—

“38A. APPLICATION OF THIS PART.

This Part does not apply to transactions contemplated by the Option Agreement (as
defined in the Mineral Resources Development Company Pty Limited (Privatisation)
Act 1996).”.
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PART IV. - REQUIREMENTS REGARDING COMPANY’S ARTICLES OF

ASSOCIATION.

COMPANY’S ARTICLES OF ASSOCIATION TO INCLUDE CERTAIN

PROVISIONS.

(1) The articles of association of the Company shall—

(@)

(b)

(©

1mpose restrictions on the issue, transfer and ownership (including joint
ownership) of shares in the Company so as to prevent a person from
having relevant interests in shares in the Company that represent, in
total, more than 15% of the total nominal amount of the issued share
capital of the Company provided that, for the purposes of determining
whether a person has a relevant interest in a share in the Company, the
relevant interest of MRDC in shares in the Company shall be
disregarded; and

confer the following powers on the directors of the Company to enable
the directors to enforce the restrictions referred to in Paragraph (a):—

(1) the power to do anything necessary to effect the transfer of shares
held by a person;

(11) the power to remove or limit the right of a person to exercise
voting rights attaching to the shares;

(i11) the power to refuse to register a transfer of shares; and

require that the head office of the Company always be located in Papua
New Guinea.

(2) A resolution or special resolution of the Company that purports—

(@

(b)

to amend the articles of association so that they do not comply with
Subsection (1); or

to ratify an act or omission that contravenes the requirements of
Subsection (1),

shall have no effect.
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PART IVA. - APPLICATION OF PROVISIONS.
28A. TERMINATION OF OPTION AGREEMENT, ETC.,.

2Notwithstanding any other provision of this or any other Act, on the
Termination Date —

(a) the Option Agreement terminates; and

(b)  the provisions of Part II of the Act cease to have any force or effect.

28B. AMENDMENTS TO VARIOUS ACTS.

30n the Termination Date, the amendments to various Acts specified in Part 11
of this Act are repealed.

28C. REPEAL OF PART IV.
40n the Termination Date —
(@) Part IV of this Act is repealed; and

(b) any provision in the constitution of the Company giving effect to the
provisions set out in Part IV are of no force or effect.

28D. MANAGING DIRECTOR, ETC., OF COMPANY.

50n the Termination Date, any provision in the constitution of the Company
requiring that the managing director or any other directors of the Company be a
citizen of Papua New Guinea or ordinarily resident in Papua New Guinea is of no
force or effect.

28E. VALIDITY OF PRIOR ACT, ETC.,.

6Nothing in this Part IVA affects the validity of any matter or thing done
under the Act prior to the Termination Date.

Section 28A Inserted by No. 18 of 2001, s. 4.
Section 28B Inserted by No. 18 of 2001, s. 4.
Section 28C Inserted by No. 18 of 2001, s. 4.
Section 28D Inserted by No. 18 of 2001, s. 4.
Section 28E Inserted by No. 18 of 2001, s. 4.
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PART V. - MISCELLANEOUS.

29. EFFECT OF THINGS DONE OR ALLOWED UNDER THIS ACT.
Nothing done or allowed under the Option Agreement or this Act—

(@)
(b)

(©
(d)
(e)

constitutes a breach of, or default under, an Act or other law; or

constitutes a breach of, or default under, a contract, agreement,
understanding or undertaking; or

constitutes a breach of a duty or confidence; or
constitutes a civil or criminal wrong; or

terminates an agreement or obligation, or fulfils any condition that
allows a person to terminate an agreement or obligation, or gives rise to
any other right or remedy.

30. POWER OF MINISTER.

The Minister is empowered to execute all documents (including the Option
Agreement and any agreement under Section 9) and exercise any discretion under

this Act.

31. REGULATIONS.

The Head of State, acting on advice, may make regulations, not inconsistent
with this Act, as are required or permitted to be prescribed or as are necessary or
expedient to be prescribed for carrying out or giving effect to this Act.
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SCHEDULE 1 - OPTION AGREEMENT.
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Sec. 2

OPTION AGREEMENT
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OPTION AGREEMENT
AGREEMEMNT dated 199 bet ween:

1. THE NDEPEMDENT STATE OF PAPUA NEW GUINEA [the State),

2. MINMERAL RESOURCES DEVELOPWENT COMPANY PTY LIMITED, 2
compahy ihcotpolated i Papua Mew Goinea of 8th Floor, Thvesioen Haos,
Douglas Siveet, Port Moresby (MADC), and

3 [*] LIMITED, 2 cowmpany ihcotpotated ih Papoa Wew Guinea of [*] (the
Commpremy).
RECITALS

A, Tisthe pelicy of the Btate to patticipate ih the developoent of 1the State’s
resculces by acquiting op loa 22 5% intetest 1h peltelenn developioe il projects
and upto a2 30% 1 nievest 10 1mhing developuioent projects in Papua ew Guoinea.

B. MREDCis a commpahy wholly owhed by 1he 3taie and has been houmnated by the
Eate 1o hold and manage all of the Stale’s intelests in 1 hing and peticlenm
developiment ploj ecls.

C. The Cownpahny has been incotpotated as a wholly owhned subsidiaty of MEDC
and will acquive cetlain of the intetests of the State and WIEDC in oellain
mining ahd peltalenn developioent prajecis which ave hol tequi ted for the
benefit of landownets ol provingial geverniments.

D. The Stale intends to make ah initial public offeti ng of op 1o 49% of the issoed
ordinary shawes in the Company 1o the poblic in Papoa Mew Goinea and
elsewhele.

E.  Lnoidet 1o enhance the attiactiveness of the initial public offeli ng 1o potential
investols, MRDC has, with the consent of 1he State, agteed 1o grant 1o the
Cownpahy oplichs 1o acquile:

[i] that pai of the intetest divectly ot indirecty held by the State ot MR DC in
cellain existing mining and peticlenn developioent projects, which 15 not
held fal the benefil of landowhels ol plovincal gevethioents,

[ii]2 25% intetest ih cetlain folove imini ng developiment prajects and a 20.5%
interest in cettain fulote peticlenn developioent prajects; and

[11)  any vesidual interest in a imnihg ot pettolewn developiment ploject
held by the State o MEDC which, al any time followi hg the exelcise of
the optichs tefelted 1o above, is hot held by ot fot the benefit of
lahdowhels or proving al goverhioents,

ah the tetos and cenditions of 1his Agreement.

F.  Under sectich 5[2) of the binetal Resculces Developument Company Py
Liimted [Privatisaticn) Acl 1996, the binister has detetimined 1hat 1he epticn
will apply 1o [MAME EXISTING PR OIECTS] and to al| folure [NAME
CLASEES OF FUTURE PROJECTS] developiment plojects.

IT 15 AGEEED as follows.

1. Dafinltlons and Intarpretation

11 Dafinltlons

The fallowing definitiohs apply ohless the cohtex! tequites olhetwise.
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Actioeans binelal Rescuices Developunent Commpany Ply Lismted [Frvatisatioh) Act
19405,
Aurhzrarion incluodes any consent, authol zatien, tegistiation, filing, agieement,
hotla bisatich, cettificate, cormum ssioh, licehce, apploval, anthatily ot eremplicn flan,
by ot with a Governimental Agenhcy.
Fusmess Doy ioeans any dayoh which the ttading banks ate open fol business in Pout
Moresby.
Ceomeplation moeans 1he counpletion of the sale and putchase of a Palic pati ng Thtetest
in 2 Project in accotdance with Clause 4.
Developer iIneahs a pelsch whao applies fol the gran of o halds 2 Tehement ih
connectich with a Project.
Exercize Perioy has the mmeaning given in Clanse 2.2,
Expert has the moeaning given in Clanse 3.1.
Governmeniy' Agency 1oeahs ahy goverhiment of gowverhinehtal, sewm -govelioehial o
judicial entily ot avthatily and includes any self tegnlaloly organisation eslablished
uhder a statole o any slock exchange.
Infrrmction in telation 1o 2 Project ioeans all infolmaticn velati ng 12 the Pigject, ol 1o
the Fatticipating Ihterest in the Project which the Cowmpahy mmay acquilte oh exelcise
of the Option, and i ncludes, without limitaticn:
[2) gealogical, geophysical, econaumic ot technical infeumation telating 1o
[i]  ihe presence, absence ot exlent of deposits of Minetals or Peliolenn
ih the avea the subject of the Praject; and
(1) 1he acluval or ploposed desigh, constioctien, develepioent and
opetatioh of the Pioject faci ities;
[b) details of ahy Project Piopeily held ol to be held in telatioh 1o the Project,
[c) details of ahy Project Agleenents enteted inlo ol 1o be enteted inlo and
cach Tenement glanted, applied for ol ploposed 1o be applied fot in
cohnectioh wilh the Project; and

[d) accounting and financial i nfetmation in respect of the Project incloding,
without limitation, any budgets, fotecast ot othel estimate in bespect of the
plofit, los or cashflow of the Project.

Lemelowner has the mmeani ng given 1o the tetn "landheldet” 10 the Blining Acl.

Mmerds means all valpable hen-livingsubstances excluding petielenm ebla ned o
oblainable fioun land.

Mming Actioeans the Blinihg Act 1992

Mintag Profectimeans a plaject for the sohstioction, development and opetation of
facilities for the recovely, prodoction, transpotiaticn ahd sale of Binetals.

Mmister ioeahs the Winistel tespons ble fol the adim nistiation of the Act.

Mmister for Mining cmef Petrolzum means the B nistel fat Mining and Peticle nn ot
othet Wi nister ot Ministers vesponsible fol the adim nistiation of the Bining Act ot the
Petirolenm Act fol the timme being.

Momth imeans a calendat ianth.

Ophien imeans the tight of the Commpany 1o acqpite a Patticipating Thievest ih a Praject
uhdet Clanse 2.1,
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FParficyxarmg fakeresrin telation 1o a Project meahs:

[a) ah ohdivided beneficial interestin all Praject Propetty including, withoot
limitaticn:
[i]  the owhelshipofand the ight and benefit 1o receive in kind and 1o
dis pose of al | Minetals ot Pellelenn, as the case mma y be, recovered
ol preduced by the condoct of the Praject; and

(i1} all other tights ahd benefits accining aflet ob atising oot of the
Project Agresinents o ahy Tenement 1hcluded in the Project
Propety; ot

[b) wheve all the Project Propeiiy is owned by 2 corpotate entity with no other
assels ol habilities clher than those relating 1o the Projed, a legal and
beneficial intetest in the issoed voti ng shate capital of that entity.

FeIrolemm 10eahs:
[a) any hatoral |y eccotting hydrocarbons, whethel 1h a gasecos, lqmd, or
solid statle, or
(b} ahy hatotally cccultd hg miatute of hydiocatbohs, whether ih a gasecus,
hiquid, ot solid state; o
[c) ahy hatotally occulti hg imatute of che ol inole hydrocarbohs, (whethet in
4 gaseous, liqoid, or solid state) and any other substance,
and includes any pettolenin as defined by palagraph (a], (B o [c) that has been
velurned 1o 2 natoral veserveir, bl does net inclode coal, shale, or any substance that
may be extracted fioun coal, shale, b othet rock.

Perroteume Actioeans the Peliclenn Acl [Chapler 19€).

Peirolenm Proaject means a project fol the constioction, development and opelatich of
facilities for the recovely, ptodoction, tlanspatiation and sale of Peliclenn.

Propect means 2 Mining Project or a Peltolenn Project:

[2) specified in Pait & of Schedule 1; ot
[b) within the class ol classes specified in Pal B of Schedule 1.

Propect A greemenrs in telation 1o 2 Project ineans any agreeinent goverhing ob
establishing the tights and obligations of a Developer o the paticipantsin an
ihcotpotaied ot uhi ncatpotated joi il ventote fol the developunent of the Project in
cohhectioh with the developiment ol ohgai hg opetatich of the Project 1 helodi ng,
withcut limilatich, ahy agteemenl which telales 1o 1he mahageioent of the Praoject.

Project Prape sty in telatioh 1o 2 Project imeans all present and fulute propeily of
whatevet kind acquited ot created ot held fol use by ol on behalf of 2 Developer ot
the paticipanis in 2 joinl ventove fol the developoent of the Project ih conhecticn
with 1the developioent of the Piaject i neluding, withoot limitation, all Minelals ot
Peliol e, as the case inay be, ol elhel counedities 1o which 1the Project Agleeinents
ol the Teheiments granted in telatioh to the Project apply and the facilities established
ol acquited by ot oh behalf of the Dieveloper o such paitici pants fol the putpose of
cohdocting Project cperaticns.

Proviacion' Government has the mmeaning given in the Organic Law on Prowi ncial
Govermoents and Local - level Governioents.

Purchose Price has 1the ioeaning given in Claose 3.1

Security faterest ioeans an inlelesi o powel:
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[a) veselved ih ol ovel ahy intebest ih ahy assel 1hclodi hg, withool [ummtaticn,
any vetention of title; or
[b) cteated or clhelwise atisihg 1h of ovel ahy ihiebest 1h ahy assel uhder a ball
of sale, imoligage, chalge, lien, pledge, ttust ol powet,
by way of secutity or preferential interest o attangeioent of ahy kind and whether
cxisting ol agleed o be granied or cheated.
Tenemment ioeans ahy lease, oehce, claim, peliml o olhet tenewment ot authotity
which canfels ol inay confer putsoant 1o the Bini ng Act ot the Peltolenn Acl a tight
1o pros pect, explote for, 1m he, ecovel, pladuce, Ua hspall ol sell Minetals ot
Petiolenin ol consiiod, develop ot opetate facilities or conducl any olhet activity in
Papua MNew Guinea ancillaty to such activities.

Werrrcmtes ioeahs the wallanties ih Claoses 5.1 and 5.2,

12  Interpretation

Headi ngs ate fol convenience anly and do net affect intetprelation. The following
toles of i nterptelation apply uhless the conhleal tequi bes othelwise.

[a) The sihgulal inclodes the plutal and convelsely.

[B) 4 gender includes all genders.

(<) Whete a wold ol phiase is defined, its othel grammatical fotios have a
collespohding moeahing.

[d) A vefetence 1o a petsch ihclodes a body colpolale, ah ohi neolpotated body
ol cther entily and cohwelsely.

(€] & vefetence 1o a Clanse ot Schedole is 1o a claose of ot schedole 1o 1his
Agreeinent.

(f] A vefetence 1o any palty 1o this Agreemment o any othel agleeent ot
decuiment includes the pally's successols ahd penmited assighs.

[g) A vefetence 1o ahy agleeinent ob decuiment is 1o thal agreement ot
document as unended, hovated, supplemented, vatied ot teplaced fiom
tune io time.

[h) & vefetence 1o any legislation ot 1o ahy plevisioh of any legislaticn
includes any wedification ot te-enacument of i1, any legislative provisich
substitoted for it and all vegolations and statutory instiuments issued onder
il. Withouot limiatich, a vefere hoe 1o the Peliolenm Adl includes a
tefetence 1o ahy legislative enactiment fol the tegulation of the explotation
and developoent of gas tesouloes in Papua Mew Guinea.

[i] A vefetence to Kmoror K isa teference lo the cuttency of Papua Mew
Guinea.

12 Other laws

This Agtesnent is 1o have Lhe fovce of law and apply hot withstanding anything to the
conllaty in any athet law in fotoe in Papua Mew Guoinea and ne law al ahy tiwme in
fotoe in Papua Wew Guinea mwade afler the commmencement of 1his Agleement shall
affect this Agrecinent:

[a) unless the contrary intention a ppears expressly in that law; or

[b) except as provided by this Aglecioent.
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14 Matum of Agreamant

This Agreemment shal | be constiued as an agreement between MEDC and the
Coumpahy for the liansfet by MRDC 1o the Company of a Palicipating Inlelest in a
Projeci conditiohal anly opah the exetcise of the Option by the Campany.

2. Optlanovarprojacts
21  Optlon

Lh conhsidetatich of the payioent by the Campany to MRDC of K10,000, MEDC, with
the consentl of the Slale, glants to 1the Cowmpany oplichs o acquite:

[a) [extsting Progpecrs]: thal pait of any Paicipating Inletest diteclly ot
indivectl ¥ held ot to be held by it ot the Stale in each of the Plgjects
specified in Pail 4 of Schedule 1 which is not held by ot oh behalf of
Landowhets ob a Provi ncial Gowvethioent,

[b) utwre B rafects):

(11 a20.5% Paticipat hg Intevest in each Peliolenn Preject; and

1) a23% Partici pati ng Intevest in each Blining Project,
in relatich 1o which ah application fot the grant of 2 Tenement fot the
developunent of the Project is mmade afier 1he date of this Agreement ahd which
is within the class ol clases of Pigjecis specified in Pail B of Schedule 1;and

(2] (mesfefoeon mrerest): any Paticipating Inievest in a Project held by il ot the
Hate which, al any time aflet the acquisitioh of a Pallic pati ng Inlevest in
vespect of the Praject undel sub-clanses [a) ot [b), is hot held for the
benefit of Landowhels ot a Proving al Goverhiment.

oh the tetms and cenditions of this Agteainent.

22 Exarcisa of Optlon

The Cowmpany 1may exelcise the Optioh in tespect ot a Prejed by nolice 1o MEDC
sabstantially in the foun sel ool in Schedule 2 given al any time duting the 120 day
petiod (the Exercise Pariad] following:

[2) lextsting Profecis): in the case of the acquisitich of 2 Paticipating Tnterest uhder
sub-clanse 2.1(a), the date oh which the Cownpany hotifies BIRDC that it intends
1o exercise the Optich 1o acqoive 1thal Partic pat hg Thietest,

(b [fatwre Prajecr): in the case of the acquisitich of 2 Paltic pati ng Lhievest ohdet
sub-clanse 2.1(b]), the date oh which e Campahy teceives a hotioe that the
Winister for Mining ahd Peltclenn inlends 1o glanl 2 Tenement fot the
development of the Project undet seclions 33(3) or 38(+) of the Mining Al or
section 35(10) of the Petrolenm Adl, as 1he case mmay be; and

5] [restfuwen’ mierests): in the case of the acquisition of 2 Paticipaling Thietest
uhdel sub-clanse 2.1(c), the date oh which MREDC notifies the Commpany that the
Paltici pati g Tntetest is hot held for the benefit of landownels ot a Provincial
Gowerhiment.

232  Obligation uneondftlonal

Motwithstanding ahy other plovision of this Agteenent, the tight of the Cammpany o
cnclcise the Optich and the obligatich of MREDC 1o tlansfer to the Campahy a
Pauticipating Inletest i 2 Project upoh exelcise of the Optich shall be absolute and
uhcohditichal and shall het be affected by ahything which may limit ot prejodice 1.
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24 ThaGompany as Stata's nominea

Without limiti ng Claose 2.3 ot Claose 6.2(b], the State imay, a1 any tioe afier the
cnclcise of the Optich ih tespect of 1 Paticipating Lhietest undet sub-clanse 2.1(k),
hourm hate the Commpany 1o take up the Paici pati hg Intetest oh substantially the sane
telirs ahd cohditichs as this Agteement [asif MEDC was the ttahsterot of the
Palticipating Intevest) and the counpletion of the tiansfer of the Pattic pati ng Tnletest
1o the Campany oh such letits and conditions shall dischaige the obligation of MRDC
1o ttansfer that Participating Intetest 1o the Cowmpany.

2. Purchasa prica
21  Purchase Price

The potchase plice payable by 1he Counpany oh the acquisition of 2 Paticipating
Inierest nhdel this Agrecment shall be the fai b matkel valoe of the Pallici pating
Ihtetest as agleed by MEDC and the Company. Eailingah agleement between HIRDC
and the Cownpahy within 7 days of the date oh which 1he Erelcize Petiod commnenced,
the fair market valoe of the Paticipating Intetest shall be the aimount detetmined by
an independent qualified petsoh (the Expert appointed in accotdance with Claose
3.20a).

32  Expart

[2) The Expeltshall be an independent qualified persoh agreed by MEDC and the
Cawnpany. Failing such agteemment within 14 days of the date ah which the
Exelcise Peliod commumenced, the Expell shall be an independent qualified
peiseh hawinated by the President ot Chief Execolive Officet of the
intethatichal Banks ahd Secolities Associalich ol ahy sucoesscl olgahisalich ol,
if thete is ho sucoessal, the Chai imah of the Apstralian Stock Exchange Livmted
oh the application of either MEDC ot the Coumpany.

[b)  The Expent shall beinsirocied 1o make 115 detetimbation as promplly as poss ble
ahd,in any event, within 30 days of the date of accepting its appointiment. Th
making its detelimnation, the Expelt may rely oh the advice of othet qualified
peisahs in Lthe im hing o peliclenn i ndosicy.

[c]  The Expent shall act as an expell ahd het as ah atbitraler and the wiitten
detetimination of the Eapeit shall be final and binding an the patties.

[d] Al costs ihcotted by 1the Expelt ih velaticn 1o 1i1s appointment ohdet this
Agreement shall be bothe by MEDC and the Cownpany in equal shates.

332  Falrmarket valua

[2) The Expell mmost cetify in wiiting the sun [explessed in Kina) which, in the
opi hich of the Expelt, is the fait matkel value of the Paiticipating Lhietest as at
the date oh which the Exelcise Petiod corruoe hoed on the basis that MEDC
owns the Palici pating Inletest and 1hat the sale is an aun's lenglh sale beiween a
willing vendel and a willing pulchaser and consistent with plinciples and
practices custownatily vsed by indosity to valoe a Parici pati hg Thtetest ih a
Wining Project ol a Pettolenim Project of the same ot similat kind as the Project.

(k) Each of the paities shall promptly give to the Expelt all infonoatioh which the
Expell mmay teaschably request 1o detetim he the fait mma tkel valoe of the
Partici pati hg Thlerest.
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4. Complation
41 Place for Completion

Couwnpletich of the ttansfer of 2 Patticipating Inletest uhder this Agteeinent shall take
place atthe offices of the Counpany oh the Busihess Day following the date which is
30 days aflerihe dale oh which the Cowpany exelcises 1he Opticn ob oh such athet
date as MEDC and the Coumpany ooy aglee.

42 Documantsto ba dallvarad
On Cawpletion WMRDC shall delivel 1o the Company the following:

[2)  all decoments hecessaty 1o uhoshditichal |y tansfer 1o ot vest in the Company
ol 115 howmnated subsidiary 1the Paicipating Tntevest;

[b)  all books, tecolds, accounts, data, maps, holes, dtawi hgs ahd othet i hfolioaticn
[regaidless of fonn) constiloting the Tnfolmation velati ng 1 the Pigject in the
possessioh of uhdet the conttal of MRDC, and

5] all decoments of title 1o ot olhelwise evidencing the Paticipating Thictest
includi ng, withoot limmtalioh, ahy shate cetlificales and copies of any Praject
Agreement of Tenement.

42  Paymant of Purchasa Price

Eubject to the satisfaction by MEDC of its obligations undet this clause, the Company
shall pay 1o MRDC 1he Porchase Price in Kinain cash or cther umunediatel y available
fonds 1o an account nauwminated by MRDC pricr 1o Campletion.

44 Adjustments

In vespect of 1he acquisition of 2 Pallicipating Intetest ondet sub-clanses 2.1(a) ot [,
MEDC and the Campany shall, oh Cownpletich, ma ke cash adjostiments between them
wilh tespect 1o the peticd between the date on which the Exercise Period coimunenced
and the date of Completion 1o la ke account of:
[a) any Whinetals ot Peltolenin, as the case inay be, counplised ih the
Paticipating Ihietest prodoced and sold donhg thal petied; and
[b) expenditute cash called and paid in respect of 1he Paiticipating Lhterest
doting the thal pericd.
5o that the patties abe vesioted 1o the posilion that they woold have been in had
Couwnpleticn aocurved on the date on which the Exercise Petiod commenced.

45 Tax basa

Fol the putposes of Seclioh 1634K[1) and Section 164B(1) of the Thoome Tax Acl
1959 and subject 1 the plovisions of the Thoowe Tax Ac 1959, the Campany imay
desighate such pait ot all of the Putchase Plice as i may detetim he as:

[a) capital expendilore;

[b) exploratich expenditute; or

[c) capital expenditute as 1o pal ahd explotatich ex penditole as 1o pall,
and the State and MEDC itvevocably avthoti ze the Coumpahy 1o sigh oh thei  behalf
and in soch folm as the Cowmpahy way detetim he the hotice efetted 1o in Sectich
163AK(3) and Sectioh 1683B(3) specifying thal desighation.
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E Warrantles
51 Stateaand MRDG

In vespect of each ttansfet of 2 Patticipating Tnietest undet this Agreeioent, each of the
Hate and MRDC teplesent and waltant 1o the Counpany thal, as al the date of
Couwnpletich:
[a) [mre) MRDC:
[i]  isihe beneficial ownel of the Paltici pati ng Intetest fiee flom al|
Seculitly Inletests [othet thah an existing ot filure chatge ot lien
alisihg ohdet ot tequited by ahy applicable Projed Agrecment
which has been disclosed 1o the Campany pliot 1o 1he exelcise of
the Optich];, and
(1) has foll powerand asthality 1o ttahsfel to the Company good
equilable title 1o the Patticipating Inletest fiee flom all Secolity
Inietests [olher than an existing ot fulute chatge o lien alising
uhdel of bequited by any applicable Puoject Agteemment which has
beeh disclosed 1o the Campany plict 1o the exelcise of the Cption),
[b) [cagreemeant bindmg): the execotioh, delively and peifoumance of this
Agreemment has been duly and validly avthotized by 1 and this Agreement
i5 115 walid and binding obligaticn and is enfolceable against ilin
accoldahoe with s telirs; and
() (ertherrizeartoms): all Aothon zations and any thitd paidy consent eqoived
ih cehnectich with the execotion, delively ol peifolimance by it of this
Agreciment has beeh oblained ot effected and vemains in full force and
effect.

52 MR

Ln vespect of each tlansfer of a Patticipating Lntevest undet 1his Agteenent, MEDC
tepresents ahd waltahis 1o the Coumpany that, as at the date of Caunpletion:

[2) [Fafrmeerizn): 1o the best of its khowledge and belief afier doe ingoity, all
Infolmatioh ptovided 1o the Compahy uhdel ol in cohhectich with this
Agreernent is 1roe and accutate in all mmatetial vespects.

[b) { Parnicfpating fateresr): in the case of ahy shates in 2 body cotpolate
which cownplise the Partici pating intetest, 1o the best of i1s khowledge and
belief after due inguoity, thete ate no oustanding subscliption agreenents,
optiohs, lights ob othel ahalegouos entitlements of any descliption 1o
acquibe ahy uhissued shates ol slock of ahy class of the issoi hg body
colpalale, ol ahy seculilies cohvellible inlo ot exchangeable fot ot which
alhetwise confel on the haldet any tight [whethet ob hot upeh the
happeningaf ahy contingency ot aflel any lapse of tine and whethet o
net open the payment ot delivery of any considetation) 1o acquive any
uhissued shaves ot stock of any class of the issui hg body cotpotate hot is
the issuing body cotpotale coummited 1o glanl ol issoe any such aplicn,
right ot secunity;

[) [Prapect Agreesments): 1o the best of ils khowledge and belief afiet doe
enquity, theteis ho breach of any material prowvision in any Praject
Agreemment of Tenernent comptised in the Paiici pating Interest or to
which the Paticipating Intetest telates which has hot been venedied; and
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[d) (firigenrton): thete ave ho acticns, claiims or clher ploceedings pending or
threatened in ahy cooll of cthel Wi bohal which in any way might call into
questich the title of MRDC 1o the Paticipating Thietest ot the light of
WRDC o caumplele the ttansfet of the Paticipating Ihletest 1o the
Cownpahy ih accotdance with 1his Agleemnent.

53 Indamnlty

WEDC shall oh demmand indemhify the Counpany against all proceedings, claimms,
dunages, expenses ol losses of any nature which the Company mmay suslain ot ihout
as 2 tesull of ol ih cohneclich with any bleach of the Wattanties.

54  Surwhal

The Wartanties shall et metge oh hot be extinguished by Cawmpletich ot any other
evehl

B. Undartakings

E1 MR

WEDC ondettabes 1o the Counpany as fol lows:

[a) [frmication cmef caccess): it will allow the Company full access to all
Infolimatich withih ils possessich ol uhdet 11s cohltal telating Lo Piojecls
and allow the Compahy 1o mma ke copies of such Tnfolmation:

[b) [compfrefenticatity): i1 will use ils reaschable endeavouls 1o ehsuve that any
confidentiality atahgewent enteted inle by itin tespect of 2 Ploject
petimits the disclosote of Tnfounatien vegatdi ng the Plaject to the
Coumpahy;

() [Participating fakerast): i will not sell, assigh, ttansfet, lease ot olhetwise
dispose of all ot ahy pat of its Paitic pati hg Thietest i a Project othetihan
1o Lahdawhels ot Proving al Govelhioenls ol ih accotdahce with ol as
cohteimplated by this Agleement;

[d) [comzenix): i1 shall use its reascnable endeavouls 1o cblain all necessary
cohsehts ahd avlholizatichs tequi ved 1o ehable the tansfer of cach
Paticipating Ihletest 1o the Cownpany ih accotdance with 1his Aglesment;
and

le) [pre-comyterion): il will fiow the date of exetcise of an Opticn hold and
adum histet Lhe velevant Parlic pati ng Thievest ontil Comnplelion with doe
regald to the intetests of the Commpany duting that time and, without
limitatich:

[i] i1 will condoct i1s affaits in velation 1o the Paticipating Inlevest in a
businesslike and usval imahner;

(i) i1 will ot exelcise ol beflai h fiom exercising ahy vole, electioh ot
nght, hot give of withhald ahy approval, cohsent ol waiver in
tespect of the Batici pati ng Tnlevest without the pliot cohsent of the
Coumpany;

1] i will net vequest ot accepl any dividend payioent ot cthet
distli butich ih tespect of the Pallici pati ng Thietest exceplin the
otdinaty ahd hotal coulse withoul 1the prict cohsent of the
Cownpahy;, and
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[£) [urther csswromezs): it will do all things hecessaty o expedient to catty
oul, ahd 1o give effect 1o, the transter of the Paltici pati ng Intetest 1 the
Cowmpahy, ihcloding, withoot Himlatich:

(i)

(1)

[t}

cxelcising 1is hghls 1o take up a Pattic pating Tietesiih o Projedt as
the Slale’s houmihee;,

enelcising ils Light 1o vole al any shateholdels” meeting of any of its
subsdialies or, 1o the extent petimited by law, procoting that 11s
houo hee di beclols on the board of such subsidiary de all things
hecessaly of expedient 1o calty oul, and e give effect 1o, Lhe ttansfer
of a Pantici pati ng Ihtetest 1o the Counpany, and

il will coumply with and abseve and ol coumumit any breach of 2
matetial tetm of any Project Agleenent telati ng to the Paltici pating
Lniete=t.

[g) [notice of restduc miarest): it will ptomptly hotify the Company of the
evenls teferted 1o in Claose 2.2(c).

B2 Stata

The State uhdeitakes 1o the Cowmpany as follows:

[a) [Etwre Profects): it will ptomptly hotify the Company oh becoumng awale
of ahy ptoposal for the development of 2 Pioject i heludi hg, withoot
limitatich, ahy a pplicatioh for a peltalewn developiment licehce undet Lthe
Peliolemn Acl and any application fob 2 1m hing lease ot 2 special mining
lease under the Bblining Act;

[B) (MREDC obfigarionz): it will prtocobe that BIEDC will at all tines promptl y
and fully petfoum all of its obligatichs uhdel this Agteement and, withont
himitatioh, if ot ahy time MREDC fails 1o ttansfel 1o of vest 2 Pailici pating
Intetest ih the Campany, it shall do al | thi ngs hecessaty Lo ttansfer ol vest
the Pailici pating Lntetest in 1he Cownpany an exelcise of the Optich oh
substantially the saioe tetirs ahd conditions as the tetos and conditions of
this Agleement: and

(<) [rther assuromces): i will de all things hecessaty and canvenient 1o
catty ool ahd give effect 1o the ttansfer of 2 Patticipating Intevest 1o the
Cowmpahy uhdet this Agteement. Withool Humiaticn, it will:

(1]

(i)

[iif)

ensute Lhat, followi hg the exelcise of the Optich, MRDC, as the
State’s howminee, lakes up a Paticipaling Tnievest in the Projec
sufficient 1o satisfy the lights of the Company undel the Optich;
ttansferall ot pail of the Patticipating Inietest held by it in a Project
1o MRLOC 1o enable MRDC 1o peifonn its obligations ondet Clanse
+,and
ensute 1hat the exetcize of any discielicn by the B nistet fot Mining
and Petrelewn undet the bim ng Act et the Petieleum Ad and the
cohditiohs of the grant of Tenerents ate hot i hoohsistent with and
provide fob, 15 applopliale:
[2) the tights of the Cowmpahy ohdet this Agreement and the
petfolimance of the transacliohs contemplated by the
Agreement;

- 32—



Mineral Resources Development Company Pty Limited (Privatisation) Sch. 1
1996

[B]  1ihe tights of the Coumpany Lo oblain access 1o Infolmatich in
accotdance with applicable plovisions of the Mining Ac or
the Pelrclemm Act, as the case moay be; and

5] the gtant of ahy Tenement for the devel opuoent of 2 Praject in
the hame of the Cormpany and 1he Developet npoh the transtet
of a Patticipating Ihevest in 1he Piaject 1o the Company ondet
this Agreeoent.

B2 Gompany

Eubject to ahy applicable provisioh of the Bining Act ot the Peliclenim Act, the
Counpahy undeilakes 1o cach of the State and WMIRDC that it shall keep all Thfeunaticn
oblained by it under this Agteement confidential and shall net disclose such
Infoumatich cthel than to:

[2) such of ils employess, officels ol agents [represeniafives) whose doties in
cohnection with the acquisition of 2 Paticipating Inletest by the Campany
tequite the disclosuve of the Infonmation and provided that such
teplesentatives ohdeake 1o keep the Infotmation confidential,

[b) any adviser or clher expell (owfvisers) velained in conneclion with 2
proposal by the Commpany 1o acquive a Patic paling Tnietestin a Pioject
and provided that such petsohs ondeitake 1o keep the Infoumaticon
confidential;

[c) any Gevetuoenlal Agency, 1o the extent il ooy be heomssaly ol desi table
1o do 5o, subject 1o the Cownpahy having filst teceived the consent of
MREDC and 1the Developet 1o the ploposed disclosule,

[d) the extent tequited by any velevant law, incloding the laws of Papua New
Guinea and the Commmanwealth and States of Aostralia; and

[e) 1maintain ot presetve the lights of the Caunpany, its tepresenlatives or
adwisels ih cenhecticn with any legal action ot claim velat ng 1o the
Paticipating Lhletest.

Prowided that this Clanse .3 shall hat apply 1o ahy pait of the Infoloation which is
alveady khowh 1o the Compahy or which 1s ol subsequentl y comes ihio the poblic
doumain cthelrwise thah as a tesult of a breach of this Claose 6.3,

7. Stata Indamnlity

71  Obligatlons unconditianal

The cbligatiohs of the Stale uhder this Clavse ahd Claose &. 2 shall be absolute and
uheohditichal and shall hot be affected by ahything which may limit ot prejodice
thein including, without Himlaticn, the ptesent ot folure illegality, ittegul atity or
defect in ot allaching 1o the Slates o MEDCs title 4o 2 Pallic pati ng Intevest.

72 Indamnlity

The State shall oh demand i hdewhify 1the Cownpany from and against ahy labi lity,
loss, cost ol expense that the Cowmpany may suslain of ihool as 2 consequehce of the
Hate failing 1o obselve ol peifolin ils obligations ondet Claose 6.2

8. TERM

This Agresnent shall tenmnate on ihe date detetimned by 1the Blinister ondet section
5(2) of the Act.
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1 Powar of attorney

Far valuable consideraticn MR DC irvevocabl y appei nis the Company as iis aliorhey
1o do anything which MRDC is obliged 1o do undet this Agteemnent fol lowing the
enclcise of the Option. Withoot limilation, the Campany inay execute any docmment
ot petfolm ahy act oh behalf of MEDC which the Company cohsidels hecessaly ob
expedient fol the purpose of ttansferting a Paticipating Lhtetest 1o the Compahy in
accoltdance with this Agleement.

100 Entlreagreamant

This Agteeinent cohlai hs the entive agreement of the pallies with tespect 1o its subject
imatier. i sets oul the only cohdodt velied on by the parties and supesedes al | eathier
cohduct by the paties with respect 1o s subject imatter.

11.  Motlcas
Anynotice given onder 1this Agreeioent:
[a) mmust be1h wiiting addiessed 1o the 1 htehded veci pient at 1he adduess last
natified by the intended wecipient 1o the sendet:
[B) in the case of Lhe Slate may be given by the Ministet and in the case of
WRDC and the Cammpany, mosl be sighed by the Chief Execotive Officer,
any Civector ot 1the Secretary; and
(=) will ke taken 1o have been given ot imade (ih the case of delivery in petson

ol by post ot facs imile] when delivered, received ol left at the above
address.

If delivery ol tecei pl ooculs oh a day oh which bosi hess is hotl genetal ly catiied oh in
the place 1o which the coumimonicaticn is sent o s later than 4 puio [local time) it will
be taken 1o have been duly given ot inade al the cormunenoeiment of business oh the
next day ah which busihess is genelal |y catlied oh ih the place.

12 Gowarning law

This Agtesnent is govetned by the laws of Papua New Coinea. The pailies subumitl 1o
the hoh-excl osive julisdiclion of coulls exelcising julisdicticn there.

12 Sevamnce

Any ptovision ol this Agleanent which is plohi bited ot ohenfotoeablein any
Jjutisdiction will be ineffective in that jurisdiction o the extent of 1he prohibition ot
onenfotceability. That will net invalidate the vewmaini ng provisions of this Agreenent
hat affect the validity ot enfotceabilily of that ptovisioh ih ahy othet juolisdiclich.

14 Mowalwar

Mo fail ure 1o exelcise and ho delay in exelcising any Hght, powel of tewnedy onder
thiz Aglteaiment will opetale as 2 waivel. Mot will ahy single ot pattial exelcise of any
tight, powel ol temedy preciude ahy othel ot folhet exelcise of that ot ahy other
tight, powel ol tewmedy. Mo waivel of any provisioh of, hol cohsent 1o any depa iule
fioum, Lhis Agteeioent by ahy of the patties shall be effective ohless in wiitingand
then anly for the potpose fot which it is given.
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18  Gountarparts
This Agtesnent mmay be execuled i ahy howbet of coonterpais. All countetpalis
takeh togethel will belakeh 1o cohslitole ohe agheament.

EXECUTED 1n Poul Maoveshy.
SIGMELD for and oh behalf of
THEIMDEPENDENT STATE OF
PAPUA MEW GUINEA by the
Winister for [ ]

in the plesence of:

THE COMMOMN SEAL of the

MINEEAL RESOURCES DEYELOPMENT
COMPAMY PTY LTD was affined

by the aotharity of the

Boald of DHvectols in the

ptesence of:

Dhiveciol

Directiol/Secietlary

THE COMMON SEAL of [*] i
LIMITED was affized by the ]
anthetity of the Board of 1
Citectols in the presence of:

Divectol

Civectol/Sec ietaly
SCHEDULE 1
Projects
PART A—ExIsting Projects
[List of existing plojects a5 deletmined by the Binister undet Section 5(2) of the Ac]
PART B—Classes of Future Prjects

[List of classes of fulote pajects as detetim hed by the Blinister ohdet Section 5(2) of
the Act]
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SCHEDULE 2
Notice of exemcise of Option
T
Binetal Rescutoss Developuoent Counpany Ply Limited
#th Floor
Ihvesimen Hans
Douglas Stveet
Port Moresby
Atin: The Manag ng Chveclot
Dear Siv

['] PROJECT—HOTICE OF EXERCISE OF OPTION

We tefel 1o the oplioh Agreement bel ween the Independent State of Papua TNew
Guoinea, Wi netal Eesonices Development Commpany By Lioited and [¥] Limited [the
Comrpemy] dated [*] 1996 [the Agresmeanr). Tetrs defined in the Agteement havethe

sune mmeahihg wheh used ih this hotice.

Take hotice 1that the Counpahy how exelcises the Oplioh to acquite 2 [*] %
Paticipating Lhtelest in 1he [*] Plaject in accoldance with Classe 2 of the Agleeinent.

¥ouls sihcerel y

[Chief executive officeridivecicl]
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