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AN ACT

entitled

Mining (Ok Tedi Agreement) Act 1976,

Being an Act to provide for the approval and implementation of an agreement relating to the
development of certain mineral deposits in the Ok Tedi region of the Western Province.

1. INTERPRETATION.
In this Act—
“the Agreement” means the agreement a copy of which is set out in Schedule 1;

“the commencement date” means 29 June 1976 being the date on which the Mining (Ok
Tedi Agreement) Act 1976 came into force.

2. APPROVAL OF AGREEMENT.
The Agreement is approved and has effect according to its tenor.

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

The Agreement has the force of law for the full term provided for therein as if contained
in this Act and shall apply notwithstanding anything to the contrary in any other law in force in the
country.

4. ANCILLARY POWERS OF MINISTER.

Notwithstanding anything in any other law in force in the country at any time (whether
before or after the commencement of this Act), the Minister has power, on behalf of the State, to
make all grants, issues, renewals and extensions required by or under the Agreement to be made
by the State, and is not bound in that regard by any provisions of any such law requiring or
permitting any authority, consent, approval, report, recommendation, appeal, procedure or
formality, or by any similar provision.

Section 3 repealed and replaced by the Mining (OK Tedi Agreements) (Amendment) Act 1986 (No. 26 of 1986), s 1.



Mining (Ok Tedi Agreement) 9999

5. PURPOSES OF AGREEMENT TO BE PUBLIC PURPOSE.

The purposes of the Agreement are a public purpose within the meaning of any law in
force in the country.
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SCHEDULE 1 - THE AGREEMENT.
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AGREEMENT

THE AGREEMENT.

THLS A GREEMEMNT imade the twenly second day of Blarch One thousand hine
huhdred ahd seventy-six BETWEEM THE INDEPEMDENT STATE OF PAPUA
WEW GUINEA [heveinafter called "the State”] of the first part AND DAMPIER
WMINING COMPANY LIMITED a whelly owned subsidiaty of The Bioken Hill
Proptictaty Commpany Limited [heteinafier called "Damcs”] of the second pait.

WHEREAS

(1) Ok Tedi Developoent Company Py, Limted 15 2 company whall y owned by
the Blate and helds Prespecti ng A nthotily Mo, 211(F) under the Bblining Act 1937
(Papua) ovelthe Ok Tedi Coppet plospect ateas ahd plaunising indications of latge
deposits of copper and gold ote in associatioh with other minetals have alveady been
discovered in that area.

(7] Confiumatioh of the existence and extent of the said deposits and
detetim hatioh of thei L ecohowmc sighificance ahd the viability of 2 1mning ahd
cohcenilaling opelatich based thetech is estimated 12 teqoite expendilute of ot least
k3,500,000 and possi bly KI7,000,000 ot inole.

3] The establishioent of ah ecohoumical |y viable 1m hing ahd cohcentialing
opetatioh based oh the said deposits is [T kely 1o 1nvelve 2 total expenditute furthet 1o
the abowe aimeuhts 1o 1he otdet of K.350,000,000 ot possibl y sighificantly moote than
this i hcludi hg substantial anconts fol the establishinent of toads and ot her access
facilities, shippi hg and batging facilities, powel ahd walel supply fac lities, vesidential
accununedatich and othel anal ialy facilities and selvices bequited ih cohhectich
therewith.

4] The tale is satisfied that the expenditate of soch lalge suurs is hecessaly 1o
ensole Lhal 1he said deposits ate efficiently and econoumcall y developed and is
ahxicus 1o ehsute that the development of such a laige scale opetatich will adequately
cohtiibote 1o the advahcement of the secial ahd ecohowm c welfate of the people of
Papua Wew Guinea and the pecple of the atea in a mannel consistent with thei L heeds
and the pratectich of theil envitehment.

[5) The 3ale wishes the coumunelcia | viability of the depositls 1o be deletim hed as
sooh as possible ahd 1o encoolage the developument of 1he 1mini hg and cehcentialing
apetatich npoh tetirs ahd cohditiohs which will both secore maximom benefits fol the
people of Papua Mew Guihea and alse secule ah applopliale leluth oh ihvesLoeht
cowmimensulale with 1the 1isks invelved to the cownpany ol commpanies which will
condoct the opetatich and the efficient developoent and 1oai niena nee of 1he Project.

MOW THIS 4 GEEEMEMNT WITHMESSES AS FOLLOWS:
GLAUSE 1 DEFNITIONS

Ln this Agteeiment unless the context ot herwise requoi les—

"Agteeinentl” moeans this agleeinent 1nelodi ng1he Schedules theveto, as they
may be valied fioun time 1o time 10 accotdance with the tetims heveof.

"Apploved Ploposals” ineahs ploposals subimitled 1o the State ohdel Clanse 8
which have been applroved by 1he State with o withoot alteraticn, o ave
decimed 1o have beeh a pproved potsnant o Claose 9.5 or have been
ctherwise agieed upoh bel ween the State and the Commpany as provided 1h
Clanse9.7.
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" Carnunehoainent of Cowmumetcial Pradoctioh” has the mmeahihg asciibed to it
in Claose 23.1.

"Carmupencament of Consliuction” has the meaning asclibed 1o 11 in Claose
231

"Cownunehcing Date” means the date as fioum which this Agreemment, other
than Claose 4, opetales ih accoidance with the provisiohs of Claose 4.

"Cownpany” 1oeans any coummpany howm hated by Daoco potsnant 1o Claose
12.1 and includes iis permited assighs and any cotpotatich which shal |
fol the time being hald the lights and be bouhd 1o peifolin the obligatiohs
imposed oh Lthe Cownpany porsuant 1o this Agresment o ahy agreamenl
veferted 1o in Claose 10.1.

"Dawnce” inclodes any petimiled assighs of Lhe tights and obligations of
Daimco uhderthis Agtesment.

"Gazelte” moeahs the gazelie issoed by the State.

"BMinhihg Alea” phol 1o the lime wheh thete ate Apptoved Proposals for the
whole of the Pioject ineans the atea within a ladios of 25 kilameltes flom
Wit Fubilan and within Papoa TNew Guoinea bol excluding the atea within
Pros pecting A vthotily No. +15[MG] as ai the dale of 1his agreeiment and
theveafiet shall toean all abeas o beincloded ih ahy Special WMining Lease
ol lease fou mmining putposes fol the disposal of ovetborden, 1ailings ahd
athet waste ficin ymhni hg opelations as provided in the A pproved
Pioposals ahd ahy othet aveas which shall be desighated as pait of the
Wi ning Avea in the Approved Propesals and any aveas ovel which Special
Wining leases ol leases for the mni ng patposes tefelied 1o in this
definitich ave subsequently granted.

"Ocean Poll" moeans the poil and other facilities 1o be constiucled and
developed fol the pulpose of steck-pili ng 1tans-shi proent and leading for
shi puoent of imine preducts for expoll and fol potposes i naidental 1o the
Project, in accotdance with Claose 14

"Ok Tedi Copper Prospect Areas" ineans the ateas the subject of Prospecting
Amhatity Mo, 211(F).

"Dk Tedi Deposils” means the deposits of copper, geld and othel minetals
within the hlining Avea.

"Parties" moeahs the petschs who ave fol the time being, sithet as otiginal
patties 1o this Agleement ot polsoahl fo Clavses 4.3, 10 ot 40 ol 1o ahy
covenanis o ageernents enteed inte porsnanl to such Clanses, boond o
entitled 1o peifonn and cbseive any of the cbligalions ol cxelcise any of
the nights conla hed 1h or granied by this Ageament ol by ahy agiesiment
enteted inte porsnant 1o Claose 10

"Ploject” ineans the developioent contemplated by this Agresment fol the
1 hi hg, eehoent lati hg, 1tahs potli ng and shi pping of oies of coppet, gold
and othet imihetals and cohcentlates ot othet detivatives theteof fioun the

Ok Tedi Coppel Plospect Avea ahd ihcludes al| facilities cohstiocted ahd
developed thelefol in accotdance with A pploved Proposals bol dees hot
include ahy sioelting ot vefi hing opetatiohs belated 1o mnetals othel than
gold which may be developed 1h asmocation with the Project.

Sch. 1
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"Rivel Poll" mmeahs the pot ahd othel facilities 1o be cohstincled ahd
developed in the Ely Rivel ob ane of i1s ttibolaties fot the purpose of
lzadihg imihe preducts oh batges fob delivety 1o the Ocean Polt and for
putposes 1hoidenlal 1o the Puoject, 1h accordance with Claose 14

A company shall be deewed 1o be telated 1o anclhet company if i1 15 telated 1o that
othel cowmpahy within the mweaning of Sectich &(3) of the Compremias Act 1963,

GLAUSE 2 NMNTERPRETATION

2.1 Inthis Agresioent nhless the context clhelwise begoi bed—

[a) mohelaty teferences ave tefetences 1o Papoa Mew Coinea cultehcy uhless
otherwise specifically explesed,

[b) the headings do net affect Lthe intetpretation ol constloction;

[) vefetence 1o an Act includes 1he ammendiments 1o thal Act fol the timme being
in fotce ahd alsolo ahy Act passed ih substitntion thevefot and any
tegulatiohs fol the lime being ih fotce thebenhdet;

[d] welds impatting the singular ihclode the ploral and vice vetsa,

[e] wolds inpotting any gender incl ode the other genders; and

If) veferences 1o a peiseh include 2 cotpotation.

2.2 Whete ahy plovisioh of this Agresioent cohstiloles ah ohdetlaking by one of
the Patties 1o make 2 payment ol 1o peifoln sowne acl o 1o calty ool saume obligaticn
ol lo assmne soime bespansibility or Hakilily oo to grant scune tight, concession ot
advantagethat Paity shall by its execotion heteof be deeined 1o have covenanted and
agleed with the cther Pally acooidingl y.

GLAUSE Z BFECT ON AND OF OTHER LAWS

3.1 This Agteaoen! is to have the fotce of law and apply notwithslanding
anything 1o the conltaly in ahy other law in folce in Papua Mew Coinea and no law al
ahy timeih foloe in Papua Mew Guinea mmade afier the cowmme hoement of this
Agteement shall affect this Agleement—

[a) unless the contrary intentich appeals, either ex plessl y o by implicaticn in
that law; ot
[b) exoepl as provided by this Agieeinent.

GLAUSE 4 CONDTIONS PRECED BNT

+.1 The Sateshall a5 sooh a5 is teaschably practicable i nitedoce and spahsat in
the Matichal Patlianent 2 Bill for an Al to applove this Agteement, which Bill shall
be ih a folumn agheed opon belween the Palties.

+.2  This Agreeimen otherthan this Clause + shall hot operate unless and until the
Bill tefetted 1z ih Clanse +.1 15 passed as ah Acl ahd cowes i hle folce ahd ih 1he event
thatlsuch ah Acl does hotl come e folce oh o befobe the 3Mh JTone 1976 (ot such
latet date 1o which the Palties mmay aglee] this Aglecment shall be void and of ho
effect and heithet of the Paties shall have ahy claim against the othet of thewn with
tespect fo ahy mallel ol thing alising ool of, dohe o petfolived onder Lhis Agreement.
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4.3[1) The obligatich of Dammco 1o cormunence Thvestigalions ahd Slodies ondel
Clause 3.1 and all succeeding cbligations heweundet shall, onless this conhdition shall
be waived by Danco, be cohditichal opeh Dance folm hga cohsollium with pelschs
other than Danco, satisfacioly 1o Dance and the Slale, whe plopese 1o lake equity
intetesis in the Project and who ate teady and able 1o ptoceed in conjunclicn with
Daumco with the said Ihvestigations ahd Stodies and the possible develcpuoent and
apetatich of the Ploject ih accotdahce with ahd subject 1o the tetirs and cohditiohs of
this Agleement.

[2)a) Darnco shall activel y and dibigently seek paiies who may be prepared 1o lake
equily ihtelesis ih the Pigjest and shall keep 1he State infolimed frowm lime 1o
litoe as 1o its progless in folm hg the said consoltiom and shall as soon as
practicable after it is satisfied that i1 s able 1o foun the sume, notify the State
that 11 will ploceed with the Thvestigatichs ahd Slodies ahd Lhe pos= ble
developinent and opetatich of the Pioject 1h accoldance with and subject 1o the
telirs and conditions of 1his Agleement.

(k] if Dwoce hotifies the State that i1 will proceed ih accotdance with this
Agteeimehl ahd each of the peisohs othet thah Daunco ploposi ng 1o lake an
equoityintetest in 1he Project, covenants with the Slate and Daioco 1o join
with Damco in petfolim ng and obselving all the obligations contained in
this Agreement ahd oh Damce’s pait 1o be petfolimed and observed, the
cohditioh tefelted 1o ih Clanse +.3[1) will be deeined 1o be fully
dischatged and 1he Palties shall, subject 1o the tetos and conditions of 1his
Agreeinent proceed with the Ihvestigations and Sodies a5 sooh as
practicable theteafier.

[c) This Agteemeht shall be void and of ho effect and heither patty shall have
any claim against the cther of thewn wilh tespect 1o ahy matler ot thing
atising cul of, done ot petfolined undet this Agteenent if the conditich
teferted 1o in Clause +.3[1) is hot either waived by Daunco ot dischatged
putsnant o Claose +.3[2)(b) by the 30ih Tune, 1976 or by such later date
a5 1y be agleed by the Padlies, provided that 1n agreei ng to such later
date agreciment shall alse be ieached oh the level of wolk 1o be cattied cut
by Ok Tedi Development Cawnpany Ply. Limited and payoent of that
Cowmpanys expenses fol the peliod between the 30th Tune 1976 and soch
later date.

GLAUSES RMYESTIGATIONS AND STUDIES

5.1 Dancoshall as sozh as1s teasehably placticable couuoe nee and, within
thi iy-ohe [31) mmohihs fioun the thittieth of Tune 1976 ol from soch later date as may
be agreed npohn in accordance with Claose +.3[(2)(c) ot with snch ather peliad as woay
besull frown the application of Clauses 36 ot 37 heveof, counplete 2l ils owh cxpense
[except 10 the extent that the State has by this Agresment agieed 1o calty ool ol canse
1o be catbied ool ol cohllibote 1o the same) detailed i hvesligatichs ahd sindies, i hsofal
as tesults fioun investigations and studies previous|y cattied ool ate hel available, into
the feasibi ity of 1he canstilotion, establis hioent and epetation of a mmining indusliy in
the Bfining Avea with 2 1minimmm capacity 1o mine ahd cohcentiate 20,000 tonhes of
ole pel day and the provisioh of ahcllaty facilities and maltlels mentiched hetenndet.
Without limmiti ng the genetality of 1he fotegeing the invesligations and sludies shal |
inclode—
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[2) athotongh geological investigatich ahd proving of the coppet ahd gold
ole deposils in the Bining Atea 1o the exlent hecessaly fol the econaumic
feasibility of the Prgject to be judged and the testing and sampling of
those deposits substantially 1h accordance with 1he agreed wolk
ploglamme as sel ool ih Schedole 1 1o this Aglesment ol asi1imay be
vatied flouo titoe 1o time by agleainent bel ween the pattics,

[b) 2 beconnhaissahee of sites fol the opelaticns included in the Praject
togethel with the prepatation of suitable imaps and drawings of such sites;

[) (1) 2 stody of the lechnical and econoumic feasibility of the i ning,

{tahspetiling handling and shipping of oves, cohcenttates and ot het
folirs of coppet, gold and othel metals fioun the Wi ning Avea including
ehgi heeling i hvestigations of poss ble shippi ngchannelsin the Fly
Rivel, of possible polt sites, toad [ihks fiown imbe sites 1o the Hvel:
tetmmnals and clhet applepiiale means of 1tahspolt,

[#)  aninvestigatich inle the possible effects of any ploposed balging ot
shipping Llahspollaticnh alohg the coulse of 1he Fly Rivel, incloding
diedging of nawigable channels, opeh the banks and the natolal
coulse of that livel whete il founs an intethatichal border belween
the Slale and the Republic of Tndohesia; such 1nvestigation shall
inclode a phetoglunndlic stody of the Livel [aetial phologlaphs 1o
betaken fioum a height 1o be specified by the State) and stodies intoe
the pomsible slosive effects thal the wash fioun ahy soch ploposed
batging ot shippi ng trans potiaticn is kel ¥ 1o have opoh the banks
and the natolal coulse of the tvel whete it founs the botdet as
aforesaid,

[d) moetall nigical ahd matkel tesealch 1o eslablish the recovetabil ity of ote
and the possibility of sel ling ote cohcentlates and likely contiact telos oh
which such prodncts coold bescld,

(€] a prelim haty investigation, 21 a cosl of hol ioote than K.50,000, inle the
feasibility of establishi hg 2 moelling ahd tefining opetatioh within Papua
e w Guinea sufficient 1o i hdicate 1he apploxiimate capilal ahd opetating
costs theteof and having tegaid 1o the possible use of such an opetation by
athet preducels of coppet ole concentiates ahd 1o possible fulute soolces
af pawel;

[£) athorough financial ahalyss, based on patuoetels agleed with the Slate,
of plospeclive cash flows and rates of vetoth of the Plaject.

(g] ah investigalich inle suitable watel supply facilities fot wmining, 1 hdust Hal
ahd lowh polposes,

[h] ah investigalich imle the locatioh ahd desigh of ah ailsti p ahd associated
landing and tetiminal facihities,

[i] investigatich and planning fot the developioent of a suilable town,
including desigh of housing faci lities ahd associ ated social , coltotal and
civic faci lities a5 inay be hecessaly 1o mmeel the heeds of 2 comunuohity of
such asize a5 15 likely 1o be genetated by 1the Coumpany'’s opetations within
a petiod of five yeals followi ng1he Cammmenceinent of Camunetcial
Preducticn:
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[j] aslody inte fulore wotk folce tequivemments for Lthe Project with 2 view 1o
estimali ng the kind and extent of 1aini hg vequited 1o ensule the
teplacewnent of foleigh wotkels by Papua Mew Guineans and the
maximmo lale of localization as is cohsislent wilh the safe and efficient
opetatich of the Plgject, having tegatd 1o the likel y availabilily of
manpowel based [ammeng otherthings) on Stale ioanpowel plojeclicns and
plans and of prospective laboul lothavel Lates;

(k] physical impact stodies, a1 a cost of hot mmote than K150,000, inte the

likely effects of the opetatich of the Plaject oh the envitemmoent, such

sludies 1o be cattied oul uhdel 1he supetvision of apploptiately qualified
independent consultants and undet the tetirs of veference set cut in

Schedole T o this Agreement; ahd

ah invesligalioh imle the hombet ahd 1y pes of local business likely 1o be

bequibed 1o selvice the heeds of the Praject and the town likely 1o be

genetated theteby within a peticd of five yeals fol lowing the

Commuoehcament of Cammmetcial Predoctich.

Allthe investigatiohs and slodies ahd othel mmatiels tefelted 1o in this subclanse shall
heteinafler be called "he Ihvestigations ahd Slodies" and the petiod vequited by this
sub-claose forthe cownpletion of the Thvestigations ahd Slodies logethel wilh any
cxlension theteof shall heteinafier be called "the Thvestigations and Slodies Stage”.

il

5.2  The State shall folthwith make available to Dancs all i hfelimatich ih 1=
possession and shall inake available all infoltmation which itis able o oblain telating
1o et besulling from investigatiohs ahd stodies pleviously catlied ool in telation 1o the
Ok Tedi copper plospect abeas.

53 [a) The Slale shall use its best effolis 1o plovide funds for, catty oot and,
nat latet thah & immehths pticl 1o the ehd of the peried for the cowmpletion of the
Ihvestigations and Slodies Slage, complete stodies and ihvestigalions 1h telatich
1o the fol lowing—

[i]  the feasibility and cost of establishing soilable lelecomnnhicatiohs
facilities, and

[#]  the feasibility and cost of cohstincting ahd opelating facilities 1o
supply the powel bequited fol consituclion, mining, indosttial ahd
iown use ih cohhectioh with 1the Plroject;

all 1= a scope and al a cost agreed by the Paties.

[b) Tn the eventihatl the Slate is uhable 1o plovide sufficient funds fol either of
the mattels vefetted 1o in Claose 5.3[a) ol if for ahy othel iwasoh il appeals
that the State mmay be uhable 1o complete the said matlets ot eithet of then
ih accoldahoe with Clause 5.3(a) the State shall hotify the Campahy to
that effect on ot before 30h fune 1976 and the Cowmpany shall catty col ot
cownplele the said mattels ot eithet of thewm at its owh cost.

Sch.
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54 Dwnce shall collabotate with and keep the Slate infolined by regolat tepolis
a5 1o Lhe plogless ahd tesults of and costs i houtted in tespect of the Thvestigatiohs and
Stodies ahd shall as ahd when the Stale mmay teaschably tequite futhish the State with
copies of all apploptiate tepolls fiowm cohsollants in cennection with the
Ihvestigatiohs ahd Stodies vefetved 1 in Clause 3.1 and with copies of all relevant
findi hgs mmade and tepolts ptepared by Danco ahd the State will co-opetate with
Daunce ahd promplly ahd o the best of ils khowledge and abi lity futhish Danco with
all infetmatich and assistance which Daoco may seck ih conneclioh with the cattying
ol of the Ihvestigatiohs ahd Stodics.

5.5 The State shall keep Daunco full y infouned by vegulal tepolis as 1o the
plogless and tesulis of and costs ihcotted in tespect of the sludies and investigations
1o be cartied oot by the State uhder Clanse 5.3

5.5 The State shall in 1he petied of 1 welve months ending 3Mh June 1975,
caumplete the expendilote of 2 som of hol less than K2,000,000 in cattying ool ils owh
ihvestigatichs ahd works as agteed with Damco in tegatd 1o all ob ahy of the mattets
mehtiched 1h Clause 5.1 ahd Danco shal | co-opetate with the State thetei b ahd shall
consull with the teplesentatives ot officels of the Stale and mmake full disclosules
tegaldi ng such mattels ahd the State shall wake ful| disclosure to Dunco as wel |
vegatdi hg such mmatiels.

5.7 Dwnceshall al1he completion of all the Thvestigations and Stodies subumi o
the State a final repolt stating the tesults of and the cost incotied ih tespect of the
Lhvestigatichs ahd Stodies ahd Dance's ahalysis of ahd ils cohclusichs ahd
plajections in tespect of those vesolis, and soch othet infolmation telating 12 1he
Plajest ol the Blining Alea which isin the possession of Duiooe and which the State
ma y beasohably vequest.

5.8 All vepouts and 1nfehmatich, othel than ih tespedt of any of the matlels
tefelted 1 in patagtaph [c)(ii)(g), (h], (i), (k] and (1) of clavse 5.1, supplied 1o the
State under this Clanse shal | beiteated as confidential provided that if this Agreement
15 telimhated potsuant 1o Clause 34 heteof the repotis and infounatich shall becoune
the plopeily of the State and 1oay be used by the State in such mannet as it thinks fil.

5.9 The Stale will ehsote thal cohsislent with tequitements of hatichal secatily,
foteign wotkels and Lheil dependents 1o be emmplayed in catlying cuol the
Lhwestigations and Slodies, where tequested by Dunco, will be granted such pelimis
as may be necessary folr thewn 1o entet, vewnain ih, mave within ahd depait from Papoa
Mew Guihea ahd 1o wolk oh ol 1h cehhectioh wilh the Thvest gatiohs ahd Stodies.

GLAUSEE AGCESS TO LAND

6.1 Th otdet 1o fulfil i1s obligatiohs undet Clause 5 Dancs ot any pelsoh aotholized
by Cuunco may, doting the Lhvestigaticns and Stodies Stage and theteaflel duling the
cohtinnahce of this Agreament ontil the gtant of 2 Special Mining Lease putsnant to
Clause 12, entel npoh ahy lahd owhed, leased, eccupied ol cohllelled by the State for
the putposes of undellaking any investigalions and stodies telated to Lhis Agleement.

6.2 If fou the putposes of undeitaking soch ihvestigations and stodies Damcs
teaschably lequites to entel upoh ahy atea of lahd hol owhed, leased, cccupied ol
contlolled by the State, the State will nse its besi endeavonls 1o ensote that Danco is
petimitied o enter upen such land 1o catty oot such investigations and siodies withoot
cost lo Dameo.

-10 -



Mining (Ok Tedi Agreement) 9999

6.3 The State will ensove that, duting the Thvestigations and Sodies Sage and
theteaflet duling the conti huahce of this Aglecoent until the grant of 1 3 pecial
Mimnhg Lease pulsuanht te Claose 12, ho pelsoh shall be glanted anthobity 1o catty oot
any explotatich ot prospecti ngon 1the hlining Avea ot oh the land presentl v the sobject
of Prospecting Aothatlity Mo, 211(P) othel than Dunce and pelsohs autholized by

Daunco.
CLAUSET OK TEMN DEVELOPMENT COMPANY STAFF AND FACILITIES

7.1 Duting the Ihvestigatiohs ahd Slodies Slage ahd theteafier duting the
cohtinsahce of this Agtesment untlil the glant of 2 Special Mining Lease pulsoant io
Claose 12, the Stale will velain sale beneficial owhelship of Ok Tedi Devel opunent
Couwmpahy Ply. Limmited (heveinafier called "0k Tedi DC") and will ensote that Ok
Tedi DC—

[a) shall velain and moake available for use by Dance the lahd held by Ok
Tedi OC undel lease froun CH Il hghan Cotpotation of Wew Goinea Ply.
Lid. being allotments 13, 16 and 17 Section 35, Botoke, Town of Part
Molesby,

[b) shall make avail able 1o Dammce such employees of Ok Tedi OC as Daunco
Imay lequibe;

I=) shall make available fot vse by Dancs such plant and equipment ow ned
by Ok Tedi DC as Dunco ma y tequile,

[d] shall use its best endeavouls Lo mailaih i fotce and if so tequested by
Daimco exelcise the oplich 1o pulchase the land veferted 1o in pataglaph
la) of this subclanse and acquite such |and; and

[e] shall net without Dunce'’s approval engagein any business cthet than the
halding of Prospecting Authatity Mo 211(P), the canying ool of such
slodies and 1 hwestigations as i mmay be veqoived by the Sate to doin
cohnectich wilh mmatiels related 1o this Agreement, the making available 1o
Damce of land, eioployees and plant and equipment ih accotdahce with
this Clause ahd activities 1 hadehtal thetelo.

[£) shall maintain i1s cotpolale exislence, tetain all plopelty and assels [hot
including Prespecti ng A utholities) acguoived by i1 fou the putpese of and in
cohnectich with the Ok Tedi Coppet Prospedct and the cattyi ng ool by the
Hlate of its obligatiohs hetenhder ahd shall hotl molgage ob chatge ahy of
ils properiy and assels not shall 1 incol obligatiohs excepl in ot asa tesull
of callying oh ils business ih acootdance with this Clause except if
cthelwise agieed by the Parties.

7.2 Hubjecl 1o the plovisions of Claose 5.6, Daoco shall beat the costs of Ok
Tedi DC in telatich 1o the Pigject fotcallying oul wolk in accotdance with a budget
apploved belweeh Damco and the State including [withoot himiting the genetality of
the folegoing)—

[2) the cosls 12 be incutled in telatich 1o any of the maltels refetted 12 in
Clanse 7.1,

(b] the cost of contihuing to petfolm ahy contract ot attahgewent [incloding 2
cohltacl of employinent) enleted ible and disclesed o Dunce befole the
date heteof ol enteted inie theteafler with Danco's apploval by Ok Tedi
OCin velation 1o the Project;
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() the cosl of wages, salalies, ahhoal holiday pay, ptovisich fol lohg selvice
leave and ciher cverheads 1o be paid by Ok Tedi DC in relation 1o the
Ploject a5 apploved by Dawnce flom tioe 1o litoe, such apploval hot 1o be
ohteaschably withheld,

[d) the cosls 1o be thcotted 1h maihlaihihg ahd cobti hoihg le maiitah the
exisli hg civic and cowrunuohily and edocational facilities in the Ok Tedi
Cappet Prosped Atea excepl thal the Slate will ioeel 1he cost of teachels'
salaties ahd edocatichal and mmedical supplies.

7.3 The plovisions of Clause 7.2 shall epetate whethet ot hol Dunce elects 1o
acquite the shave capital of Ok Tedi DC.

74 Al anytluoe aflet thete ate Apploved Ploposals fol the catiyi hg ool of the
Plaject as a whele and plicl to newmination of the Company puotsuant te Claonse 10.1,
Dunco may by hotice in wiiti hg 1o the State elect 1o acquiie the whole of the issned
capital of Ok Tedi DC for the smn of K10,000, provided that if Ok Tedi DC is hat
noumm hated by Dancs as the Commpany putsuant ie Clanse 10.1 the Slate mmay re-
acquite 1he wheale of the Shates of Ok Tedi DC fiown Daunee fol the sane som and
Daumce will ensute that, at the time of te-acquisitioh, the propeity and financal
pasition of Ok Tedi D'C ave hol imatetially diffetent fioun al the tiioe of acquisitich.

7.5 T Dunco dors hot elect 1o acquite Ok Tedi DC ot does hol houmnale it as the
Cownpahy putsuant to Clause 10.1 bot houwm hates ahother commpany theveandet the
Sate will ptocure the sale 1o the Camnpany ai reaschable plices, net exceeding their
oligi hal cesl 1o Ok Tedi DC, of such of the plopelly of Ok Tedi D'C as the Company
may wish 1o putchase and the assighioent 1o the Cownmpany of such existing contiacts
of Ok Tedi DT asihe Compahy mmay wish 1o acquite, ahd the Cowmpany will moeet ahy
oulstanding obligations of Ok Tedi OC in telatich 1o conllacls plevicusly enteted inlo
by it with Daiooo's approval in accordance with Clanse 7.2 ol which had been
disclosed 1o Daunco in accotdance with Clavse 7.2(b).

GLAUSES PROPOSALS

8.1 Dwncoimay, within the period ob eatended petied al lowed by Clanse 5.1 for
campletioh of the Tnvesligations and Stodies, subumi 1o 1he State detailed ploposals
fol the constioction, establishioent and opelation of all mining facilities and cther
facilities requited 1o be consttocted and established for the developoent and aperaticn
of the Project togethel with detailed proposals as to measotes fol the protectioh of the
envitehment and all pregtamune siodies and anal yses moentiched herennder. Such
plopasals shall incl ude detailed and cownprehensive infolmation as to the
Lhvestigatichs ahd Stodies ahd whete apploptiale plans and specifications ahd detai led
particulars as 1o the lacation, avea, layout, desigh, number, matenials 1o be nsed ih and
fimoe pleglanioe fol Lhe commmencewent and counplelich of the consitoction ot
plovisioh (25 the case mmay be) of cach of the mmattels 1o which they telated and in
patticulat ahd without iimting the gehetality of the folegoing Damco shall subumit 1=
the Slale ils ploposals in tespect of each of the mmattets e ntiched and desclibed in
patagraphs [a) 1o (k) incl osive and pataglaph [p) of this subclause and 1he
ploglamunes, stodies ahd ahalysis mentiched and desciibed in patagraphs (1) 1o (o)
ihclosive of Lhis subc lanse—

[2) the coh=ltuclich, eslablishment ahd opetalich of 1w hing ahd cohcenltating
faci lities capable of 1reating net less than 20000 tonnes of ole pel day;
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[b] the cohsttoctioh of Hver polt facilities, whalf ihstal latichs ahd
navigatichal aids and whete reqoired any dredgi ng and dispesing and
depositi ng of spoil and having vegatd 1o the possi ble use of 1he pott
facilities and whatf installatichs by others;

() the cohsttuctich of ah oceah poll ol ttahs-shipument facilities o such
adaptation of existing polis as will peunil the ovelseas shippi ng of oes,
cohcenitales and othet folios of copper, gold and olhet melals;

(d] [i] the cehsttuctich of shipping channels fiom the Hivel poll sitein the
Fly River 1o the inouth of the Ely Rivet incl uding whete hecessaty
dredging 1hetelo and the dispesal ahd depositing of spoil and the
plevision of havigaticnal aids;

1) 1he measules,if any, 1he Campany ploposes o lake 1o minimse Lhe
cffects of diedging of any navigable channels and batging and
shipping {tahspotatich upoh the bahks and the hatotal cootse of that
pail of the Fly River which folirs patd of Lthe intethatichal bordet
between Papua Mew Guinea ahd 1he Republic of Thdenesia,

le) the cansttucticn of lonnels, pi pelines, cohveyols and othel wolks for the
ttahsimssioh of goods, mmatetals and petsennel tequited fol the potposes
of the Compahy’s opelatich;

[£) the cohsttoclich of Ieads ahd othel transpotiatich systews requived fol the
putposes of the Cawnpany's opetalions;

(g] the cehstioctich of an ailsti p with 2 miniomo length of 1200 weties and
associzled tenninal ahd lahding fai lities;

[h] 212wh plah ahd the cohstictich ahd developioent of 2 towh 1h the
vicihily of the B ning Aea incloding selvices and facilities in velation
theteic,

(i) watet wolks, treatioent, ltahsimssion ahd teticolation works forthe sopply
of watel for imihing, ihdusttial ahd lowh pulposes,

[j hous hg and accouruncedation al the pold sites fol the Compahy's
amployees and thei | imoediate faumlies;

(k) the genelaticn, lansimssich and disttibotion of lect icity;

(1) the results of the preliminaky investi gatichs i nie the feasibility of
eslablishing a simelting ahd vefinihg opelatioh teferted 1o ih Clanse 5.1(e);

lm)  the financial ahalysis of plospective cash flows and tates of velurh
veferted 1o in Clause 5.1(f);

[n) 2 training ahd lecalizatioh proglamne based on the stody tefetied 1o in
Clanse 5.1(j1,

[2] 2 business developunent ploglamne based oh the investigatioh teferted 1o
in Claose 5.101) which shall provide for those imattels sel ool in Clause 32;

and

[pl ahy other wolks, selvices ol faci lities plroposed ol requited by the
Coumpany.

2.2 Duncoshall inils proposals a5 1o measutes 1o belaken fob the plotection of
the ehvitohment tefeived 1o in Clause 2.1 make spec fic plovision fol—

[a) the disposal of ahy overburden vemoved in the contse of ot any 1ailings
pledoced as a vesull of the Counpahy’s opetatiohs;

[b) the disposal of all cther wastes;

I<) the canttel of pellotich atising fioun the indostiy;
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[d) mohiloling oveltbulden, 1ailihgs ahd all othel wastes plodoced as a besult
of the Cownpany’s opelaticns, and

le) any cthel mmatlet atising fiown 1he ehvi lonmental 1mpact stody reqoived
ohdet Clanse 5.1ik) ot fioun the State’s owh envitohmental investigaticns
which bequibes bernedial actich.

#.3  The pltoposals oay be subimitted sepatately and i any cider as o the mmatter
ol mmattels imehtiched ih ohe ot mote patagia phs (2] 1o (p) of Claose 8.1.

24  Allmatenial and i nfolimation othel than in vespect of the mmattels tefelted 1o
in patagtaphs [d)(ii], (g], (h1, (33, (j], k], {=) and (p) of Claose 8.1 and in Clanse 8.2
supplied 1o the State undet this Clanse shall be tieated as confidential provided that if
this Agleement is telam hated in accoldahce with Clapse 34 heveof the matetial and
infolmation shall becowne the propeiiy of the Stlate and may be used by the Slalein
such mmanner as i thinks fit.

2.3 T[1ihe Coumpany al any time doting the centinoance of this Agbeemenl desites
1o medify, expand ot clhelwise subslantially valy s aclivities beyond those specified
ih ahy Approved Proposals, either by ohdertaking ahy hew activity i neludi ng simelting
ol tefi ning of 1mne prodocts ob delivatives theteof ot by a imajol ex pahsich of
activities specified 1n the Apploved Propesals, the Commpany shall give notice of such
desile 1o the State ahd withi b 1weo wohths thereafier shall subumit 1o the State detailed
plopasals in vespect of 1he desived inedificatioh, expansich ol valialich incloding such
of the mmallels mentiched i patagtaphs [a) 1o [p) of Claose 8.1 as the Stale may
teaschably wequite. The provisions of Claose 9 shall mmulatis wolandis apply 1o the
detailed ploposals subimitted puisnant 1o this subclanse. Fot the potposes of this
clanse majol expahsioh shall meah ahy expahsich of facilities ih oidel 1o plovide
additional capacity of meve than 10% of the capacity in telirs of coppel cotpol of the
1 hing and 1 tealioent apelatichs 1hcluded in the Project as prowided fol in any
plevicosl y A pproved Proposals.

GLAUSES CONIADERATION OF PROPOSALS

2.1  Within three [3) ionths of iis eoei pt of proposals vefetred 1o 1h Claose 8 the

Sate shall—

[2) approve of the said ploposals eithel whelly or in pail withool gualification

ol leselvatlich;, ol

(b} defer considetation of ol decisioh upan the sane ontil such time as Dance
subumits a fullhel ploposal o ploposals ih lespect of soune matlet
mentiched in Clause &.1 net coveted by the s21d proposals and in soch
case Lhe State shall disclose to Dunca the teasohs thevefol and specify the
further proposal ob ploposals tequited; ot
applove of the said proposals subject 1o Dance mmakihg such altetatioh
theretlo ob counplyi ng with such conditions as the State thinks reaschable
and in such a case the Stale shall disclose ils teasohs fol tequiling such
alteraliohs ol inposing soch cohditichs.

92 Tf1ihedecisich of the State is as mmentiched in either of Claose 9. 1(k) ot ()
the State shall afford Dunco full eppoltonity 1o consall with it and, should Daimes so
desite, 1o subimil hew ploposals eithet genetally ot ih vespect of soune patticulat
mattel.

(e
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2.3  TWihedecision of the Staleis as mentiched in eithel pataglaph [b) ot [c) of
Clause 2.1 ahd Dance cohsiders that the decisich of the State is uhreaschable Dunco
may withih twe [2) mmohihs afiet teceipt of the hotice mentiched 1h Clanse 9.1 elect 1o
vefel 1 atbiltation in the mannel heveinaflel provided the questich of 1he
teascha bleness of the decisich.

2.4  Th teachihg his decisich oh ahy maltel vefetted 1o hitm polsuant to Claose 9.3
the atbittatet shall judge the teaschableness of any decision of the Slate having regatd
o whethet the ploposals ave based on scund imining and engi heeti ng placlice, ake
teasoha ble account of Lthe interests of the people of Papua Mew Goinea and of
anployess who will be working on the Praject, include teascha ble steps 1o protect the
chwi lohument, abe consisient with seculing an equitable velorh on investoent 1o the
Couwnpahy having tegard 1o the lisks associated with the Praject and the efficient
developiment ahd maintehahce of the Project ahd ate hot 1hoohsistent with the
balahced developument of 1he atea, tecoghizing 1he liimied present ose of the atea, the
need fol i1s developuoent, the 31ales desite fol the Puajedt 1o proceed and be
ecohoumcall y wiable, ahd the effect the Project mmost necessatily have oh the
ehvi lohimeht.

25  Anaward mmade oh ah atbittation putsusant 1o Claose 2.3 shall have fotce and
effect as follows—

[a) if by the award i1 s adj udged that the decisich of the Stlate is leasohable
then the decisioh of the Slate in vespect to the said proposals shall stand
but shall be decined 1o have been made at the timme of 1he inaking of the
awald by the artbiirator; or

[b] if the arbiliator adjudges that the decisich is uhieaschable theh he shall
further adjudge what fulthet ploposals ate 12 be ioade ol what altletatichs
o Dance's ploposals [iF any) shall be reaschable ot whal condilicns
shonld be inposed uhder the citcoumstahces ih which event—

(i) ifthe atbittator in his awatd adjodges that an altetatich ot vati atich
of Daunco's proposals olher than that tequived by the State ondet
Clause 9.1(c) 15 teasohable onder the citcumstances, or that any
cohditions should be immposed, the sa1d proposals as adj odged
altered ot valtied, ot the ploposals subject to such conditicns, shall
be deained 1o be apploved by the State in that foum; ot

(1) if the atbittator in his awatd adjodges that i1 wonld be nhieasehable
ohdel the & Icwrstahces fol Damca's ploposals 1o be allered ot
vabied, ot for ahy condiliohs 1o be 1mposed, the s1id ploposals shall
be deained 1o have been apptoved ih the folin in which they wele
suburmiied.

25 T pulspant te Clame 2.1(b) ot 1o an awald putsoant 1o Claose 9.5(b) Danco
shall be vequived 1o subumit fulther ploposals in ordel 1o have the ploposals 25 2 whole
apptoved, Dunco mmay do so withi n the peliod houm hated by 1he State ot fized by the
atbitraticn award as the case inay be, and any proposals so subumilted shall be deeioed
1o be hew ploposals toade uhdel Claose 8.1 and subsequent subclanses of Clapse &
and the provisiohs of Claose @ shall apply accotdingly.
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9.7  Any pltoposals apploved by the State, whethet followi ng thei L initial
subumizsich ol followi hg cohsullatich between 1he State ahd Daunco, ahd ahy
ploposals deeroed 1o have beeh apploved pulsnahi e Clanse 9.5 ahd ahy ploposals
olhelwise agleed 1o between Lhe State ahd Dance shall be Apploved Ploposals fol the
pulposes of this Agleement.

GLAUSE 10 THE COMPANY, ANAMNCE ANMD MARKETING AR RBAMNG EMEMTS

10.1 Within twelwe [12) mmohths fiown 1he date when thete ave, pulssant 1o Claose
9, Approved Proposals fot the catty hgoul of the Praject as a whale ot within such
exlended pelicd as mmay tesoll floun the opetatich of Clauses 36 ot 37, Dunco oy
houmm hate by netice in wiilinglo the S1ate 1 counpany [which company shall have been
ihcotpotated for the putposes of inplementing this Agleeinent ot alterhatively shall
be Ok Tedi DC) ihcotpotated 1h Papoa Mew Guoihea as "the Campahy” uhdel this
Agreement 1o nhdetlake the Project and such Coumpany shall enter inle 2 deed with
the Blate [which the Stale hereby agrees to cxecote and deliver) 1o be bound by the
letirs of this Agreenent ih so fak as they polpoi 1o 1impose obligatichs oh the
Cowmpany and ohder which the Cormpany shall have all the tights and be bound 1o
petfolm all the obligations which i1 would have had and which il weoold have been
bound o peifoln had it oliginally been a paily hetelo ahd 1o ondella ke, constioct,
develop and opelate the Project substantiall y 1h accoidance with the Approved
Proposals.

102 Unless, by agresment with the 3tale npoh soch 1eims as may be hegotiated
kel weeh the Slate ahd Daroco, Ok Tedi DC shall be houmhated as 1the Counpahy
putsuant o Claose 10.1, the Cowmpany 1o be houm hated shal| at the time of houm hatich
hawe no lHabilities and shall be wholly owhed by Daoco.

10.3 Wfithin the twelve mohth pelicd tefetied 1o 10 Claose 10.1 or such exlended
petied as mmay vesoll ficun the opetation of Claoses 38 and 37 the Cawmpahy mmay give
hatice 1o the Statle that it ploposes 1o ploceed with the devel opuoent and opetation of
the Pioject i accotdance with the Approved Proposals and shall furhish 1o the State
such evidence as the Sale ;may teaschably reqoive as io—

(2] the Company’s mmatkeling altahgements,

[b) the availability of finance 1o 1he Campany hecmssaty fol 1he developioe nt
and opetatich of the Project;

[<) the peisons otherihan Danco and the Slale propos hglolake eqmiy
intelesis in the Project and thei L finahcial standing; and

[d) the readiness and ability of 1the Campany 1o embatk upen and ploceed
with the developuoent and opetatich of the Plgject in accotdance with the
Apploved Proposals.

GLAUSE 11 EQIATY PARTICIFATION
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11.1 Within the twelve imonth petiod teferted toin Clanse 10.1 the Slale will give
hotice 1o the Caumpahy and Dawncs of the wncont of equily [explessed as 1 pelcenlage
of the Caunpany’s issued shate capital and being op o 20% theleof o such higher
petcenlage as may be agleed with the Cownpany) which the State wishes 1o take op. If
this holice is giveh mobe thah six mmohths afler the commnencement of the twelve
meanih petied Lthe e liwmited for the Cownpany to give hotice and futhish evide nce
ohdel Claose 10.3, 1a futnish 1o the State the infolmation tequited by this Clause 11
and Lo apply for the Special Bining Lease and othel leases, [oehses, lights ahd grants
uhdet Claose 12, will be extended by the excess ovel six mmohths of the lime elapsed
aflet the commenceinent of 1he said 1welve months peliod befole the giving of the
said hotice.

112 At thelime of subumi Wing evidence of finahcial capabilily in accotdahce with
Claose 10.3 the Caunpany shall infoum the State of—

[2) the ammeunt of capital which the Companyintends 1o Laise by issuihg
shaves;

[b] the pelschs [othet thah Dance) whe plopose o take op a potlich of the
Cowmpany’s issued shave capital ;

[<) the mimcunt of equitly [explessed as a pelcenlage of the Campany’s issued
shate capital ] which each of those othel petsons [ whichevel the case imay
be) ploposes 1o lake up; and

[d) the letios upon which each of those olhel pelschs plopose 1o lake up the
s1id wnount of equity.

11.3 Within ohe mmonth of the Cownpany giving helice o the Stale uhdet Clause
10.3 the Slate and Damcoshall censoll toget hel an the timing of the State’s taking oh
allement the petcentage specified ondel Clause 11.1 of the ismped shates of the
Couwmpahy ahd the payment of the subscii plich moheys thetefor. Unless othetwise
agleed by the State ahd Danco at that time, the fol lowing shall apply—

[a) shaves having a pal value equal 1 the ammount of expendilube of the Stale
vefetted 1o in Clause 11.5 shall be issued 1o the Stale credited as folly
paid;

[b] shates o be subsclibed for by the Slate for cash shall be issued by the
Cowmpany al pat ahd upoh telirs as 4o payioe hl hol less favootable 1o the
State than the lelirs applicable 1o all shaves subsciibed fot for cash by
clhets including Dunce; and

i) the State shall hot be tequived to pay for shates subsciibed for or 1o be
subscli bed fol by the Stale fol cash while the ancont of capital credited as
paid op oh shates issued 1o the State pulsoant o patagtaph (2] of this
Clanse 11.3 exceeds 1he percentage houninated by the Slate under Clanse
11.1 of the total capital paid up ot credited as paid op on all the issoed
capital of the Commpany, and thereafler shal | ohly be vequited 1o pay fot
such shales by contlibuting in cash sus whish will keep the ancont of
shabe capital in1he Coinpany issoed 1o the State and paid up, ob chedited
as paid up, equal 1o the Slate’s specified petcentage of the 1otal shate
capital issued and paid op fiown tioe 1o tuoe.

[d) The Auicles of Amociatien of the Cawnpany shall provide that—
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(i)  sobjectto the provisions of sub-paraglaph (1) belaw, al| the shates
of the Cownpany shall be classified as crdinaty shaves and ho special
woling ot clhet ights shall be attached 1o any patticolar shave;

[#]  hotwithslanding the plovisiohs of sub-patagtaph (i) above, the
Cowpahy may, by special teselution, tesclve 1o issue plefetence
shales, including tedeemable preference shates,

1) on any fesh issoe of shates aflet the uncunt of capital referred 12in
infotmation futnished to the State potsuant iz Claose 11.2 has been
subsclibed, except if otherwise agteed, the existing shateholders
shall have, pro rala, the tight Lo paiticipate in such issoe oh equoal
footing as 1o thei L lespeclive plopoliichs;

[iv] on attanster of shates, other thah shaves listed for quatatich oh ah
official Steck Exchange, cach shateholdel shall have, pto tala, an
equal right of pre-emption in tespect of its lespective propottion of
the shales ploposed 1o be tlahsfetied, such shates 1o be offeted 1o
shateholdets a5 aforesaid a1 theitthen cattent matket valoe.

114 Damco shall be issoed with shates ih the Company ctedited as fully paid up
1o the uncunt of all expendilute ihcotted by Danco ih and ihaidental o cattying oot
ils obligations and exelcising i1s tights onder this Agreeinent up 1o the time when the
Couwnpahy shall have enteted ine 1he deed with the State vefetied 1o in Clause 10.1

115 U is ackhowledged thal the Stale should teceive cledit floun the Compahy for
the following ammoonts—

(2] the tatal sum advahced by the State 1o Ok Tedi D'C by way of glant

between 1-Hh Blarch 1995 and 30h Juhe 1976 and expended within a
budget ot a5 othelwise agleed by Daunco in conhectich with this
Agleemment and in cenheclich with the imainte hahoe and development of
the Ok Tedi Copper Prospect Aveas ahd all iooheys clhelwise expended
ohdel Clause 5.5,

[B] the ammzonts acivally spent by Kennecott Copper Corpatatich and its

affiliates and subsidialies oh eaplotation and development and

i hiehahoe of the Ok Tedi project prict 1o 1-4h Maich 1975 (estimated
al between K12 000,000 and K15 ,000.000) or as otherwise ageed by 1he
Pa ies less payments mmade by Ok Tedi OC for plant, sleck and equoipuoent
ol othel amels beceived fioun the Slale plovided thatl these uoounts have
been paid ol secored 10 Kenhecott Copper Colpotation by the State, and
subject 1o Clause 21.2 the aimounis expended by the State on
Ihvesligalichs ahd Slodies ohdel Clause 5.3 and on facilities plovided by
the Slate fol the putposes of the Pigject ondet Claose 21.10a), unless in
the case of such fac lities the State elects 1o chatge the Cownpany 2 capital
usel chalge 1h accoldahoe with Clanse 21.1(b).
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116 At thetime the Slate ioakes application in accordance with 1he fotegoing
plovisiohs fal al lounent of shaves ih the Cowmpany, 1he State shall give hotice 1= the
Couwnpa hy accompahied by ilemised acconhls whele applopliate of the anounts
claimed as cledits ondet Claose 11.5 [hevei naflel called "Equily Credits"). If the
Cowmnpahy dispules any of the ancunis of the Equity Credits il imay within iwenly-che
days call for fulther evidence of those amconts o fol a toeeti hg with the State 1o
discuss the matlel ih dispote. If the disputle has hot beeh seliled withih ohe mehth of
the Slale’s hotice undel this subclaose it shall be referted 1o arkit mtich uhder Clanse
38. The Stale’s obligatich 1o pay fol shales 1o be issued by the Camnpany shal | be
pasiponed 1o the exlent of the ammoont ih dispule onlil ahy dispule owet 1the Equity
Credits is seliled by arbitration or otherwise.

1177 The Equity Credits as vatied by agieeiment, arbittation ot clherwise shall,
subject 1o Clanse 21.2, be applied 1h ol lewalds payioent by the Stale o the Compahy
of the subscli ptich inoheys of any shates 1o be issued by 1the Caumpany 1o the State
putsoant 1o this Claose.

11.8 The Commpahy ahd Damco shal | ehsube that at all velevant tuoes thete ale
sofficient unizued shaves of the Caumpany for the State 1o take on al lcuoent the
huwmbel of shaves for which it applies 1h accoidance with this Claose and shall
imumediately upoh the payment ot crediti ng of the ful | ancunt of the subsctiptions
maheys fol ahy shaves 1o be allotied 1o the Stlate issve ol cause 1o be issved shate
ceificales coveling Lthe apploptiale humbet of shates in the huoe of 1he State.

119 The Sate shall be entitled to appoint di teclots of the Campahy as foll ows—

[2) ahe ditectal wheh the Slale’s shatehelding teaches five petcent (5% of
the imoed shate capilal of the Cowmpany,

[b) twe ditecials when 1he Stlale’s shateholdi ng teaches ten petcent [10%) of
the imued shave capital of the Company,

[) such additichal diteclals when the Slale’s sharehaldi ng exceeds 10%: of
the imoed shate capilal of the Cowmpany as inay be necessaty o maintain
the plopallich appai hled by the State of the diteclols of the Company (1o
the heatest whaole homober) in divect relatioh 1o 11s sharehalding in the
Counpahy.

11104l at any of the lights of the State ondel this Claose [incloding the Hght 1o
take op shaves 1h the Cownpany and the nght e appoi il diteclols) may be exetoised
with the consent of the Stale by a houm hee ol howmihees of Lhe Stale beinga =slatulaty
bedy o othet i nsltmoentality of the State eithet sclely ol jointly with the State and in
acootdance with the tetns of this Clause, but so 1hat 1the iotal entitlewment of 1he State
ahd 115 howmhee o howo hees e thet salel y or jointly shall het exceed that which the
Slale would have been al lowed undet this Clause if it had exelcised those Lights
salel y. Fal the putpose of detelmining Lhe homber of divectols which the Staleis
entitled 1o appoint ohder Claose 11.2, any shateholding of a nouninee of the State shall
be decined 1o be a shavehalding of the State.

11.11 The Aticles of Amoc aticn of the Cawnpany shal | canlain a provisich selling
fotth the varioos lights confetted npoh the State by this Claose and shall contain a
futthet plovisicn thal nohe of such tights shall bein ahy way valied ob imedified ot
olherwise pigjudicial ly affected withoul the cohsentin wiiling of the State.
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GLAUSE 12 LEASES AND OTHER RIGHTS

12.1{a)Within two (2] mehths afler holice has been given by the Cownpahy ohdet
Clause 10 and Clause 11.2 has been caunplied with the Cowmpany shall appl y for
and within 1w [2) menths aflet a pplicaticn is wwade the State shal | cause 1o be
granled 1o the Campany a Special Minng Lease onder the Wimng Act 1937
[Papua) ih the foun ahd upeh the tetims and cohdilichs sel ool ih Schedole T o
this Agleewnent [bul with such imedifications therela [if ahy) as the patlies shal |
aglee upoh ih wiiting) fob the mmini ng of the i hetals specified there n flom so
much of the bining Atea as is conlained within Prespecting Anihotity Mo,
211IP]} as at the date of this Agleement.

[b) Al any tuoe and frown time 1o tioe afler 1he grant of the Special Bining
Lease tefetied toin pataglaph (2) of this sub-clavse and within five yeals
afier the Cammnencement of Compelcial Prodoction the Coumpany mmay
apply for ahd the State shall glantiothe Coumpahy a fulther Special
Wi ning Lease ovel any othet avea within the boundaties of Prospecting
Anthatity Wo. 211(P) as at the date of this Agleement howm hated by the
Couwnpahy upoh the samoe lelirs as those plovided hevei bih belatioh 1o the
Special Mining Lease tefetred 1o in pataglaph [a) of this sub-claose, for
the balance of the tetn theveaf and any tenewed tetims [if any) of the said
Special Mining Lease.

122 The Special Wining Lease shal | be for an initial tetn of 1wenly-cne [21)
yeals with 2 light of vehewal for a fulther tetm of twenhly-che yeals upeh the sune
letirs [excl nding this ight of ehewal | as apply 1= the initial tenn. The Company shall
be entitled 1o fulther tehewals theteaflel provided thal reascanable lelims and
conditiohs can be agreed withoul tecoutse 1o arbittation and the Parties shall negetiale
ih good faith with 2 view Lo detetimining tetirs and conditichs which ave fair and
teascha ble.

12.3[a)Within twe [2] manths aflel notice has been given by the Company ondet

Clavse 10 and Claose 11.2 has been cowmplied with the Cowmpany shall appl y for
ahd the State shall within six mmohths of applicatioh cavse lo be granled 1o the
Company soch leases fob i hing pulposes, leases undel the Lands Acts and all
such clhel leases, lioehoes, tights and glanis as may be teasonably hecessaty ol
desitable forthe developunent and opetation of the Project [the Slate acquiting
ahy land vequited fol this pulpose] ahd 1h patticalar ahd withool lumtinglhe
genetalily of he folegeing such leases, licences, lights and glanis as ate
requited 1h cohhectich with—

[11  oreiveatiment and eeheenitaling operalicns,

(1) reads aitstiips and othel modes of access;

[m] talways ahd cohveyols,

[w)  power slalichs,

[+] daos,

[vi] Aveatment planis and ether plants and walel supply slalichs,

[%i1] 1owh siles ahd accoimimedation ahd othet incidental facilities,

[v111) lunhels, pipe lihes, duns, water chanhels and taces and ltahsimssich
lines and vopeways,
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(ix) disposal of overbuiden, 1ailings, othet wasle, and spail fion
diedging;

[x)  stockpile aveas, shiploadels, warehouses , 1anks, whalves, docks,
silos, ships, jeltes, lahdihg slages, mmatkels, booys, beacchs, leads,
channels and bething and mnooting places;

[wi) quattying fol slohe, glavel, Himestohe ot othet matetials Lo be osed
for consltuction ot epetation of 1he Pigject; and

[xii) ltanspoll of imhe pledocts ahd supplies by Hvel ot canal.

[b) A1 any tuoe theteafler the Company may apply for and the State shall
glanl 1o the Campany such fullhel leases of a sumlal nalute which mmay be
teaschabl y tequived by the Company forany of such potposes.

124 The State may requite 1the Cowmpany 1o carry ool at the Coumpany’s expense a
sulvey of ahy aveas of land in tespect of which leases, licehces, tights and glants ate
applied for if the Btale i ils disctelich considels such sulvey hecessaly.

125 The Stateshall, in consollatich with the Company, hegetiate and settle all
questicns of coumpensatioh of costs alising oul of acquisitioh of land in telatich 1o the
glant of Special Bining Leases ahd othet |eases, licences, 1ighls and grants heteondet:
a1 the cosl of the Cammpany.

124 The leases, licences, lights and glants teferted 1o ih Clanses 12.1 and 12.3
shall conlain such telims ahd condiliohs [ihcl uding plovisiohs fol tent ala tate of hat
meate than K2.30 pet heclave pet anhmm fob the Special blining Leases and fol leases
fob 1 ning pulposes ahd a1 such lates as ate detetimined ohdel the Land Act 1962 for
othet leases, and othet chatges) as ate fair and veaschable and which shall include
plovisions thal—

[2) the Campany will not, withool 1he consent of the State, use 1he land for
any pulpose othel than that fob which it was glanted ondet Lhis
Agleeiment,

[b) the Compahy will constiod ol ptovide oh the land conlained ih the lease,
within 1he petiod specified in the Apploved Ploposals, jioplovenents
substantially as specified 10 1the A pploved Ploposals ol as clhetwise
agreed between the Company and the State,

[<) the Company will do all things hecessaty 1o sortendel 1he lease 1o the
State in the event thal the Slate acquives the faci lities etected ot
consirocied theveon porsuant o Claose 21; and

(d] the lease wil | tetimnate oh telimnatich of Lthis Agreement ot the Special
W hing Lease.

1277 The leases, licences, 1ights and gtanis to be granted pursoant o Clause 12.3
shall givelo the Company all such tghls as ave veasohably necessary 1o use the land
subject 1o 1hose leases, loehces, hights ahd glahls 5o as o ehable the Compahy 1o
caltyoul all s opetations, funclions and obligations uhdel 1his Agleement and undet
the Special Wining Lease.

GLAUSE 12 CONST RUCTION OF PLANT
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13.1 The Coumpany shal | within five [5) yeais [or such lohgel petiod as may be
plovided in the Apploved Ploposals) followi g the date oh which the Special Bining
Lease and all othel leases, licences, lights and glanis ieferted 1o 1n Claose 12.3(a)
have been granted o such later date as the State may applove ob may tesolt fioun the
applicatioh of Classes 38 ot 37 [heteinafiet called "the Constioction Stage”)
substantiall y in accordance with the A pploved Proposals, constrod, install, prowide,
and do all things hesessaly 1o enable i1 1o mmine and cohcentiale otes fioum the Blining
Atvea, 1o llanspoll 1he cohcenliates o whatf faci lities and o ship such cohcent tates
fiown such facilities ih coumupetcial quantities and without liimting the genetalily of the
fotegeing the Cawmpany shal | withi n the afotesaid petiod o extended peliod as the
case ooy be—

[a) cohstiuct, instal | ahd previde upon ot within the vicinity of the Bining
Apea imning plant and eqoi puoent, crushing, scbeening, concentrali ng,
slockpiling and lcading plant and facilities, wotkshop and ot het faci lities
of 2 desigh and capacity adequale 1o ehable the Counpany 1o meet ahd
dischalge 11s obligatiohs ohdet this Agreenent, and to mine, handle, [cad
and deal with hat less than 20,000 1ohhes of ole pel day;

[b) acioall y cowune hoe apetaticn of the Project.

GLAUSE 14 WHARVES BERTHS AMD FACILITIES

14.1 The Counpany shal | doting the Consitoctioh Stage and substantially in
acooldance with the Approved Proposals, al its owh cost save as provided in Claose
142, cohstinct ahd develap all hecessaly polis, whalves and pold and whalf fac lities
and carty ool any hecessaty dredging and plovide all hecessary navigatichal aids,
selvices and faci lities 1o enable it 1 tanspeld and shi p ole, coheenliales and cthet
1 he prodncts 1o ovelseas polls.

142 The Counpany shal | toaintain at s own cost all the whaves, berths and
facilities const lucted, developed ol plovided uhder Claose 141 in telation 1o ah aceah
potl ot Lians-shi pioent facilities othet than as hereinafler provided and shall be
=i latl y vespohsibl e fol the mai hlehahce of the facilities cohstiloting the Hvel poll.

14.3 The Counpahy shal | petimit 1he said polts, whatves, beiths and faci lities 1o be
used by vessels othel thah those selvicihg the Coimpahy’s opelatichs plovided that ahy
vessel used 1o selvice the Companys opetations shall have prictity in the ose of the
s2id polis, whalves, belths and faci lities.

144 The Commpahy may vequibe all vessels clhel thah those nsed 1o selvice Lhe
Cowmnpahys opetations which use 1he said polls, whalves, betths and facilities 1o pay
1o 1he Cownpahy teaschable chalges in vespect the beof plovidi ngsuch chalges do hat
exceed those presciibed ohder the Harbouls Board Al 1963,

145 Tn relation 1o the poll ot polis—

la) ahy by-laws fioun time 1o tiwe made by the Hatbouls Boald telating 1o
declared pois onder the Herdsours Boore Act 1963 shall [except 1o the
extenl agteed belween the Coumpany and the Hatbools Boatd ahd notified
in the Gazelte) apply as1f the ocean poll wele a declabed poit; and

[b) the Cammpany may with the apploval of the Boald make local tules fot the
managemeht ahd contiel of the polt ol polts which tulesshal | be deemed
1o be local toles imade uhdet Sectioh H{1) of the Horboars Boord Act
1953 and shall apply in the poll ob polts as if they wele declared polts.
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146 The Cawmpany shall if veqoested by the Stale to do so as sooh as placticable
tahsfel ahd do all things hecessaly 1o vest ih the State all havigatiohal aids, withoot
cost 1o the State, ih which event the State shall ficuo the date of such ttahsfel maintain
and becowne lesponsible fol the 1oai nlena nee of the samme except 1o 1he extent that the
Stale and the Company may agiee clhelwise.

147 Thihe event that the Stale acquites ahy of the fac lities constiucted and
developed underthis Claose putsuant 1o Clause 21, 1he State shall fioun 1he effective
date of such acquisitich 1oai maih ahd be tespensible fol the waintenance of the
facility so acquited anhd the Company will pay 1o the Slate a 1mai nlenance uset chatge
calculated oh the basis of what is fair and veasshable hawing vegatd 1o the cosl
lexcloding ahy prefil 1o 1he State) of the inaintenance and opetation of 1hat facility.

148 TMotwithstandi hgahyhihg heten h comaihed the State will catty oot al s owh
cost all wetk in telation 1o 1he consttuction and development of 1he poll ot polls ot
Hvel channels ol cahals the cost of which, if bothe by the Cawmpany, would ot be
deductible onder Division 10 of Paut 1T o depleciable undet Divisioh 3 of Pait I of
the fncomee Tox Act 1959, and, if requesied 1o do so by the Slale, the Campahy wil |
adwance by way of intetest fiee loan 1o the Slate o ahy Harbout Boald callying oot
the wolk mmohies 1o imeet the cost of caltying cul such wotk and the Company will pay
ahy podl ol nver unplovenen! tate levied by the Sate or any Harbour Board 1h order
1o plovide fuhds fol tepayioent by the State ol the Hatboul Boatd of the Company's
adwances. If lequited by the Stale the Company will catty oul the wolk as its agent.

149 The Coumpahy shall have the hight 1o opelate, maiblath ahd mahage as ageht
fol the State all ot any of 1he facilities consttucled and developed undel 1his Claose
incloding any facilities which mmght be provided and used by the Cowmpanyin
cohhectioh with the polts and other facilities vefetted 1o in this Clanse at ahy time
duting the cenlinnahce of this Agleement.

GLAUSE 15 AIRSTRIF AND FACILTIES

15.1 The Coumpany shall at its own cost, doring the Constioction Stage and
substantiall y in accordance with the A pploved Proposals consttoct and establish an
ait=stHp having 2 mm himoim length of 1200 mettes together with all hecessaty teuninal
ahd lahding facilities.

152 Thesaid aitsitip and faci lities shall be conhstiocied o 1he i mimom standard
of 2 Class C aetodiowe [as presclibed by the Papua Mew Goinea Aetohantical
Infetmatich Publicatich).

15.3 The Counpany shall imaintain ahd be tespons ble fot the maintenahoe and
apetatich of the said ai 1stHip and facilities a all times i h cowopliance with 1he safely
tequitemehils of the Conticl let of Civil Aviatich.

154 Any aitstti p and facilities consttocted established and maintained by the
Couwmpahy nhdel this Clause shall be mmade available as tequited for the ose of the
Stale and cthers. The Caunpany will be entilled 1o chatge for 1he use of the said
aistip and facilities by 1he 3tate and cthels a5 may be aotholi zed fiow tioe 1o tuoe
ohdet its Thstimment of Amhati zatich velati ng to the aitsttip which shall allow for the
umposition of leaschable charges.
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15.5 In the event thal the Slate acquites 1he said ait=lip and facilities pulsuant io
Clause 21 the State shall [uhless othelwise agreed with the Company] fioun the
effective date of such acquisitich mainlaih ahd be tespohs ble fot Lthe mmainte hahce of
the said ait=ttip and facilities.

GLAUSE 1B ROADS

15.1 The Counpany shal | doting the Consitoctioh Stage and substantially in
accotdance with the Approved Proposals al its own cosl consiuct such new Loads
togethel with all wathihg devices, blidges and clossings as mmay be hecessaty for the
pulposes of this Agleement.

162 Baceptiothe extent thal the A ppioved Ploposals ot herwise plovide the
Couwmpahy shall allow the State and the public 1o ose fiee of chalge ahd withoot
obstroction any teads cotside the blining A vea consitocled o opgraded pulsoant 1o cr
fol the putposes of 1his Aglecioent 1o the exlent thal such use does net hindel the use
of such toads by the Company ot its employees, agents ahd conttactols fo the
putposes of the Plgjectin pliclily 1o othels.

16,3 All voads consitocied by the Commpany cutside the Blining Avea shall be
public siteets for the putposes of the ptovisions of the Moter Trepffe Act 1950 and the
Matzr Vahictes iThind Porty fmnseremce ) Ack 1974 and the Reguolations theteonder. To
the extent that the Apploved Proposals so plovide and thereafier fiown tioe 1o tuoe the
Sate will make such special vegolatiohs uhder the Motor Traffic Act as i1 considelrs
hecessaly ol desitable fol the proper safely of useis of the said toads. The State will
consull with the Caunmpany in tegatd 1o the making of such leguolatichs.

1864 The Coumpany shall mmaintain ahd be vespons ble for the maintenahoe of all
toads ih Lthe Mining Avea and unless and ontil the State ot cther anthoiiiy becomes
besponsible undel the Roows Moinlencmce Act 1971 for the mmai menance of toads othel
thah toads within the Bining Atea the Cowmpany shall maintain and be vesponsi ble for
the 1mai nteha hee of thase toads and the State shall mmake a fair and equitable
cohtiibotich 1o the cost theteot having tegaid 1o the use by pelsans othet thah the
Cownpahy of such loads.

165 The Coumpahy shall have the ight to ose ahy poblic toads that mma y fiown time
1o tiwoe exisl in the avea of i1s opetations undel this Agreement. If the exelcise by the
Cowmpahy of such Lighl besults in ol is likel ¥ 1o vesoll 1h use of any public toad
wheteby sighificant damage ot deteliotatioh is cansed thetelo ot wheteby the road
becounes ihadequale fob use by the Cowmpahy and the public, the Counpahy shall pay 1=
the Blate or other authotity having contiel over that road the cost [or an eqoitable
plopattich thereof having vegatd 1o the use of such toad by othels) of pleventing ot
making good such dunages ot detetiotation ol of upglading to 2 standatd heceszary
hawing tegald 1o 1he increased ttaffic and in addilion 1he Slate ot othel authatily
hawi ng canitel cver that road mma y teqoi e the Company 1o pay 4 1mai hienahoe osel
chalge based npon what is fair and reasohable having tegatd 1o the continning cost
[excluding ahy plofit 1o 1he Stale o such othel antholity] of opetation ahd the
maintenance of that toad and the use of that load by othels.

GLAUSE 17 WATER SUFPPLY
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17.1 The Commpany shall al s owh cosl ahd substantially 10 accordance with the
Apptoved Proposals cohstroct and provide all siorage durs, water works, reatment,
{la hamissieh and telicolatich wotks [heve nafler called "the Waler Wolks") necossaly
1o supply adequately the heeds of the Commpany's opetations ahd 1he heeds of the towh
tequibed 1o be plovided pulsnatt 1o Clanse 20.1 of this Agleement.

17.2 The Commpany shal | at its own cosl cperate and maintain and be responsible
fot the 1mai ntena noe of that pait of the Water Wolks hecessaly 1o supply the 1own
fioum 1he point whele such pall is sepatated ficun the test of the Walelr Wolks ohless
and ontil the 3ale acqguites the suoe porsoant 1o Clavse 21.3 10 which event the State
will 1maintain and be tespohsible fol the mmaintenance of that pait of the Watet Wolks
and the company and its employees shall thereafler pay teaschable rales and setvice
chatges fol the watel supply. The Coumpany way chatge teasshable tales and selvice
chatges fol 1he watel supply.

17.3 Thihe event that the Wale: Wotks Lequite upgtading becanse of the
expansich of the Company's opetaticns the Company shal | be tespensible fol the cost
thereof unless and 1o the extent thal ohosed capacily pleviously available has been
used by othels.

GLAUSE 13 POWER SUPPLY

181 Bacepl as ctherwise povided 1h 1he Approved Proposals, the State acting
thiough the agency of Lthe Eleciicily Cammumssion of Papua Mew Guoinea [in this
Clause called "the Commssion”) ot ctherwise shall engage the Commpany as ils agent
fol the desigh and constroctioh of all hecessaty plant, equipuoent ahd systars
ihcluding powel statichs , high vollage trahsimssich b hes ahd disiih botich hetwolk
[heteinaflel cal led "Powel Suppl » Facilities") fou the genetalioh and tansimssicn of
electlicity sufficient 1o imeet 1he heeds of 1he Cownpahy's opetatichs ohdel this
Agteement and of the towh ahd other faci lities obliged 1o be constincled by ihe
Cownpahy uhdel this Agleement. The whole of the Powel Supply Faclities shall be
consirocied dotingthe Consitoction Slage.

182 All costs of and incidental 1o the establishiment of the Power Supply
Facihties within 4 scope and budget agreed belween 1he Saie and the Company ot an
equilable potticn theveof i f such fad lilies ave in excess of 1the Cawnpany's needs shall
be bothe by the Counmpany. Such costs shall inclode the cost of and ihcidental 1o the
desigh, stafh hg and co-otdi hatich of the Powe Supply Facilities 1h additioh to the
plime cost of constiuction which tetm shall i nelode bol net be lmited 1o 1he cost of all
cohtlacts, |about, equipiment, 1rans poll, acooumunedation and imatetials made o used in
cohhectioh with the consttoction of the Power Supply Faclities.

18.3 Emcepl as ctherwise provided in the 4 pptoved Proposals the Counimissioh
shall mmanage, 1oai ntain and opetate the Powel Supply Facilities and mmay chargeihe
Couwmpahy fol the supply of electiicily genetated theteby 2 mmaintehahce usel chalge
which shall exclode any prefil 1o 1he Cammissich and shall be faitrand teaschable
hawi ng vegatd 1o operaling ahd 1oai nieha hoe cosis, costs in telaticn 1o 1he
adiministtatioh by the Commssion of and incidental 1o the Pawet Sopply Faci lities
ahd the supply of eleclticily 1o the Cowpahy ahd the ose of such Powet Supply
Facilities ahd the cohsumplion of elecliicily by othels.
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184 The Coumumissicn shall have the right 1o sell eleciticily generated by the
Powel Suppl y Facilities 1o consuioels in the atea other than the Company and whete
hecessaly shall unplove, extend ot expand the Powel Suppl y Facilities so that the
Cowmnpahys opetations ondet Lhis Agleenent ate el plejodiced by the consmnplion of
clectlicily by cihets. Mothing in this subclanse shall preclude the Company aguee ng
with the State 1o implove, extend ot expand the Power Supply Facilities itself. The
Couwmpahy shal | be entitled 1o shate equitably ih the ploceeds of the sale of electlicity
hawing tegald 12 i1s capital conll butieh heteunder ot the uncont of any credil allowed
ohdetr Clavse 21.1[a).

GLAUSE 149 TELECOMMURIC AT IOMS

121 The Sate shall be vesponsible ih consollatich with the Cowmpany for the
desigh, planhing, cohstinctioh ahd ihstallatich of al | telecommuhications facililies
sofficient 1o meet the needs of the Cawmpany’s opetaticns ondet this Agreement and of
the towh and othel faci|ities obliged 1o be consliocted by the Cownpany undet 1his
Agresmeni ahd shall construct the same doting the Cohsiroction Slage.

192 The Cawnpany shal | advance 1o the Slate by way of 2 lean fiown tioe 1o 1ine
plict te the Cammunehceme il of Cowmunetcial Prodoctioh such ancuhts as mmay be
tequived by the Slate to plovide for the desigh, planning, constioctioh and installaticn
of al | telecourununicatichs facilities withih 2 scope ahd budge! agleed belween Lhe
State and the Cawpany and ctherwise in accordance with Clause 19.1 such advances
shall bethe subject of a sepatate loah agleement 1o be enteted inlo between the Palties
folthwith upeh the proposals tefetved 12 ih Clanse & being apploved potsoant fo
Claose 9 which loan agresment will ma ke plovision far, ntel alia—

[2) the Cammpany 1o make advances floum time 1o time oh tequest by the Stale
up o ah agieed amonnt,

[b] the said advances 1o be tepa yable over a petiod of fifleen yeats
cowmunehd hg flom the Cowninencemnent of Cormunels al Preductich
[hevei nafler called "he Repayinent Petied”) by thily equal siz manthly
ihslalioents;

(<) interest 1o be payablein atteats oh the balahoe of ptincipal cotstanding
fiown tiioe 1o tuoe a1 2 fixed tale being the tale of inlelest applicable in
bespect of |cans advanced by the Intetnational Bank for Reconsitocticn
and Developioent at the date on which the proposals ave apptoved onder
Clanse 9 and shall be payable—

[i]  ptiot tothe Compehcament of Comunetcial Predoctich—eoh each
advahoe oh the last day of each peticd of sz calendal mohths the
fits1 of such pelieds 1o coimunence flom the date on which that
advance was ;made excepl that the last papoent of intetest1h bespect
of each advance shall fall due oh the day precedi ngthe date of

Cornehcement of Cormneltcial Pledoctich;
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(] afier the Cormuoencement of Cammunersial Productich—en the total
of all advahces o be paid oh the last day of each six calendar mmonth
peticd the filst of such peliods 1o cormpence fiow 1he date of
Commmencement of Commnetcial Plodocticn;

provided that 1 ah ihstalioeht of intetest becownes due ahd payable plict o
the Cammipencemenl of Camnetcial Predoction the Slate inay elect 1
defel payioent of thatinstaliment in which event the aioeunt theveaf shall
be capilalised foithwith and shall thereafler be tteated fot the porposes of
this Agreement as an advance made 10 accordance with Clanse 19.2(a)
and vepayable in accotdance with Clanse 19 2(k).

[d] the State shall have the tight at any tioe doting the B epayment Pelied 1o
vepay the said advahces in whole ot in pant.

193 Dwnelship of the s1id telecourunoni cations facilities shall be vested in the
Sale and the Bate shall woaintain and operate the saioe and oy chatge the Company
for the suppl y of telecaimmnnicatioh selvices prowided 1o, 1he standard chatges for
telecommumo i catioh selvices applicable throoghool Papoa Mew Goinea as poblished
fiown 1ioe 1o tiioe 10 the Posts and Teleglaphs Charges Banoal.

194 Until the cehstroctioh ahd ihetallatich of 1he said lelecoimimu hicatichs
facilities, 25 provided in this Claose the Cownpany shal | have the light aliis own cosl
o inslall and maintain High Flequency ot Yeiy High Flequency faclities fol such
peticd and of such standard asis a pptoved by the State and subject 1o the Radic
Cowrunuohicaticns Acl 1973 and vegulations theteander ahd i ntethal fac lities.

GLAUSE 20 TOWN DEVELOPMENT

20.1 The Commpanyshall at 115 own cosl and substantially in accordance with the
A pploved Proposa ls constiosl and establish and develop town fad lities sufficient 1o
selvice the heeds of the Company’s opetations ahd mmake provision if tequi ted by the
Appltoved Proposals for a lowh of 2 size likely to be gehetaled by the Compahy's
opelatichs within five [3) yeals flon Lthe commmenceinent of communetcial predocticn.
The Company shall [whete ptovided in the Approved Proposals) constrost the said
facilities so that the saime shal | be capable of expansion 1o meet the heeds of the
eventoal = ze of the towh. Withouol limmti ng Lhe genetality of 1he folegoing the
Cowmpany shall substantiall ¥ 10 accordance with the A pproved Proposals—

[a) provide all hecrssaly 1owh Loads;

(b provide setviced allounents fot all ateas and buildings constiocted by it
fol its opetations, logethet with such forther nomber of setviced
allcboents as abe tequited by the Apploved Ploposals 1o be provided for
basic communily heeds relating 1o State and Local A othotity selvices and
comunohily welfaie, suppl y of goods and setvices and local bosiness
developuioent,

[c) plovide buildings ahd ihstall fixtoves and fillings ol the plovisioh of 2
sub-plovi naial office, posl office, edocatichal , hospital, police, fite
pleventich selvices logethel with housing fol State petsonnel staffing
those selvices ahd depehdents;

[d) plovide secial amenities 1hclodi ng buildings fob 2 1tade stove, 2 cihewma, a
commumuhity cenite, an employee itai ning cenite and 1 guest house, and
plovide tectealich abeas,
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[e] ptovide wolks ahd selvices for diai hage, sewelage, gatbage ahd sollage
treatioenl and dispesal which ate adequate for the Commpany's opelatichs
and fat the town;

i) ptovide housing ahd accoumimadation for al | its employees cohhected with
the Compahy's opelatiohs ahd the  depehdehts;, ahd

Ig) plovide such othet faci lities as ave vequived 1o be plovided in the
Approved Proposals.

202 Unless and ontil the Stale acqoites ahy housihg accomunodation selivices o
wolks mmentiched in Clanse 20.1(a) 1o (g) inclosive the Company shall (unless
olherwise ptovided 1n this Agresnent)]—

[2) selvice ahd 1maintaih ahd whele heceszaly bepait and tehavate that facility,
and

[b) chatge i1s emmployees ahd othel pelsons such tental fol the accopatioh of
any hous ng o accommedation ptovided by the Cownpany as 15 consistent
with the Stale’s ecohoumc tental policy frow time Lo tioe, and the
Couwmpany shall as a conditioh of enployment tequite the said rental 1o be
deducled fiom each employee’s salaly.

20.3 Upeh acquisitich by the State of all ol ahy of the facilities provided forin
this Claose the Stale shall becoune tesponsi ble for the imai hlenahoe and maintain and
whele hecessaly bepail and tehovale any facilily so acquived and imay chalge pelscns
using lhe facililies such tental ol imainlenance osel chalge [as the case may be) as 1=
fair and veaschable having tegatd 1o the cost of imaintehance ahd opetatich of that
facility provided that profit 1o the State shall be excloded floun ahy maiblehahce osel
chatge 1o be levied by the Slate npon the Counpany, its employees and agents in
tes pect of the use by thewn of ahy such facility. Followi hg acquisitioh by the State of
houses the State wil| ptowide such of the honses so acquited as the Coumpany oy
tequite fol use by i1s amployees.

GLAUSE 21 STATE ACGUIITION AND OWNERSHIF OF FAGILUTIES

21.1 Metwithstandinganything contained in Clanse 14 12 20 [inclosive) the Slate
may phiel 1o the comnencement of the Constioction 3lage elecl 1o plovide the
establishiment costs of any of the wotks and facilities refetted 1o 1h Clanses 1410 19 ot
1o plovide any ot al | of the facilities teferted 1o ih Claonse 20 othet thah the ilems
cxcluded from the Slate’s powel of acquisitich undel Clause 21.3(a] in which event
the Slale ioay eithel—

[a) ctedit ah wnouht equal to such establishiment costs and the cost of
ploviding ahy such facilily ih ahd lowatds equily ih accotdahce with
Clanse 11.5[c); ot

[b] ih additich 1o any 1oai hiena hoe osel chatge ol tent ot selvice cha ige
atherwise plovided for in this Agresioent charge the Cownpahy 2 capital
usel chalge oh Lhe basis of whatis fait ahd teaschable havihg tegatd 1o the
capital costof the velevant facility.
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21.2 Hihe aggregale uncunt of the Equity Credits teferted 1o in Clanse 11.6shall
cxceed Lthe houwm hal ammeont of the petcentage of equity houwm hated by the State
putsvantie Clanse 11.1, the Campahy shal | pay tothe State the amouht of the excess
as contibuotion 1o 1he establishioent costs of any of the wolks and fac lities vefetted 1o
in Clapses 141 19 and of ploviding the facilities teferted 1o in Claose 20 and
deductions in vespect of the paymoent shall be allowable 1o the Campany uhdet
Diwisich 10 of Pal TL of the faccmer Tomv Act.

21.3(2) Emcept as othetwise plovided in the Apploved Proposals atl any tiuoe afiel the
cowpletioh of the Constinclioh Slage the Slate ma y tequite the Company o
tiahsfel 1o i1 owhetshi p of ahy o all of the facilities wefetied 1o ih Claoses 14 1o
20 [inclosive) and consttucted, established and ptovided by the Counpany, other
than the watet wotks (except that poltich tefelted 1o 1h Clanse 17.2), toads in
the Mihihg Alea ahd those facilities tefetted 1o 1h Clanse 14 which ate provided
for |cading, unloading, 1tans-shipiment and steck piling of i he preducts and
lcading unloading 12 hs-shipument and sletage of plant, eqoipoent and iwatetials
fol the Project, incloding associated whatves, fol a putchase plice equal 1o the
then deplecialed val ue of that faci lity, which explessich shall meah the oligihal
cosl of that faci ity less al | deductions al lowed undel 1he facome Tox Acrol
Clavse 23 in vespect of that facility, for the pulposes of asse=ioent of incoune
12z and the Compahy shall as seon as ptacticable afler notice of such request 1o
tiahsfel owhelshi p by the Stale do all thi hgs hecessa Ly Lo effect the Llahsfel 1o
the Slate of 1he facilily slated in the notice.

[b] The said purchase plice shall be pavable by Lthe Sate tothe Cownpany by
anhual instalments each of which is equal 1o the smm that 1the Company
would have claiioed [and would have been entilled 1o claun) asa
dedoction undel 1he facome Fax Acrol Clause 23 as applicable for the
putpase of assessinent of ihcowme tax in bespect of that facility bot for the
ttahsfel of owhetship of that fac iy 1o the Slate [soch s o be
noumnated each yeat by the Counpany).

(€] The Cowmmpany shall pay 1o the State at the sane time as any 1 nstalment
teferted Lo in patagraph (b) of this subclause is paid ob becownes payable,
and in additich 1o ahy mainlehance usel chatge ih vespect of Lthe said
faci ity clherwise provided for in this Agleenent, 2 capilal uset chatge
equal 1o the s2id instalioent.

214 Whete the State has plovided ol acqpived faci llies fot the putposes of ol
uhdel this Agieeoent and fails plepetly 1o maintain the s1ioe the Company may, aflet

30 days notice 1o 1he Sale, catry cul such wotk a5 15 hecessary 1o biing the sane up o
a ptopel standatd and the cost theteof shall be tecovetable fioun the Slate.

21.5 Molwithslanding any acquisition of faci lities by the State heveandet the
Couwnpahy shall have plictity of use of the facilities duling the continuance of this
Agresment.

GLAUSE 22 USE OF FAGILITIES BY THIRD PARTIES
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22,1 Aihitd paily will be petimitled 1o use for the potposes of ohdelaking ahothet
i hihg plaject ot olhel majol lesculoes plaject, all o ahy of the facilities plovided by
the Cawpany ol the cost of which has been bothe by the Caunpany undel claoses 14 1o
20 inclusive of this Agrecinent (whethet or hot acquited by the State undet Clanse 21)
ol ih tespect of Lthe cost of which ctedil has beeh giveh uhder Claose 21.1(a) and the
Slate underiakes 1o ensove that—

la) thethitd paily will be tequited 1o pay a plopettichale shate of any
apetating, 1nai itehance ahd overhead costsih tespect of the facility osed
fol the putposes of such ohdetlaking, such plopoltichale shave to be oh
the basis of what is fait and reascnable having regald 1o:

[

(i)

[}

fiv]

[v]

[vi)

the extent of the plopoltichale usage ahd likely fiulote usage of the
facility by the thitd paily and the Caunpany;

the vespective tohheages of plahl ahd equi pioent used and respective
fohneages of ploduce likel ¥ 1o be callied by the Caumpany and the
third patty [where the shaved facility is 2 ttahspoit facility];

the bespective wolkfoloes used by 1he Campany and the thitd paity
inh the peifolima nee of 1heil tes pective uhdettakings [whete the
facility is 2 lowh ol coummuhity facility];

the vespective volmnes of ait ttaffic setvicing the opetations of the
Coumpahy ahd the thitd paitly [whete the facility is an aitsitip ot
associated facility);

the bespective extehls 1o which selvices ale plovided 1o the
Cowpany and the thitd paily [wheve1he facility 1s a selvioe faci lity);
and

any ethel faclol which vesolis in ot is likel y 1o tesultin sighificant
dunage ol detelictatich of the said facility;

(b the thitd paity wil | be vequited 12 ptovide the cost of ahy medification,
implovernet!, exlehsich ol expansich of ahy facility ptovided by the
Cowpany ot the cost ob pail of 1he cost of which has been botne by the
Couwopany ot fol which ciedit has been given undet Clavse 21.1(a) undet
thiz Agreeiment which is hecessaty as 2 vesull of the thitd paity's
uhderaking,
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(<) thethitd party will be tequived 1o pay 1o the Company [hotwithslahding
any priot tanstet of 1he velevant facilily 1o the State undel the Agteenent)
in United States dellats o the Kina equivalent al the date of payinent 2
capital conili butioh teflecting the exient of the thitd paily’s inlended vse
of the facility which shall be equal 1o the plodocl—

WavaYxZ

whete—

W = the plopoltich that the thitd paity’s use of the facility beals 1o the
tolal use of 1hat facility ovet the then temaihing life of that facility,
YW= T- U where Uis the humbet of years that has passed between the
T
installatich of 1he faci lity ahd the camoencement of ose of 1hat
facility by the thitd paity and T is thetetal of the numbet of yeals of
the past and estimmated foluve life of the facility;

¥ = the cliginal capital expenditobe in United Sates dollats on the
facility bothe by the Coumpany ot for which ctedil has been allowed
phder Clanse 21.1[a); and

Z= 100% plus the petoetlage i helease ih the implicit price deflator for
Gloss Matienal Product in the Sulvey of Cotrent Buos ness published
by the United Slates Depatioent of Camnetos fiowm the instal latich
of the facility 1o the comumencement of ose of that fasility by the
third paiiy.

222 Whete, ih tespect of ahy facility provided fol under this Agteainent, the State
provides the cost of any imodi ficatioh, 1implovement, extensich ol expansich of any
facility which is hecessaly 1o meel the heeds of the Cownpahy's opetations the State

may chatge the Company a2 capilal usel chatge in tespect of that faci iy 1o allow for
the recoupiment owvel 2 teasohable petiod of the anount so expended in providing the
sad cost by Lhe State logethel with a teaschable betulh theteoh.

22,3 Molwithstandinganphing hetein canlained vse by olhels of any of the
facilities provided will ohly be petimtied if such use will hot adveisely affect the
Counpahy's use ol ihtended use theteof. All such facilities shall continoe 1o be
mahaged by the Cawnpany and the Company shall have priciity of use thereof ovel all
othel usels.

GLAUSE 22 TAXATION

231 Ththis Claose, onhless Lthe conlext of hetwise tequites: —
"Additiohal Profits Tan" ioeans 1ax payable by the Company ohdel this
Clanse which 1s ih additich 1o holmal ihcoune lax;
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"Capital Eapenditute” moeahs all expenditute of 2 capital hatuveihcoited by
the Company in connectich with the Pioject inclodi ng expenditore oh
plamt, imachinety, equipiment, land, boildings [including houses), toads,
calihwotks, devel opuoent of the Company's inining plopetly, wolks,
including dredging, cartied cul in conhectich with the establishiment,
opetation, ob use of 2 poll ot othel faci lities fol ships o batges and any
implovernenis oh any leaseheld propelly, explotation and prospecting
expehdiinbe, commpehsatich ol clhel acqmsilich costs 1h belatioh 1o the
glanl of leases, licenses Llights and glants and all cthel expenditoie of the
kind in tespect of which a dedoclich is al lewable uhdet Civision 10 of
Pait 1T of the facome Ti Aot at the date heveof, and all other expenditure
oh ohils of plopelty ih tespect of which depteciatioh is ah allowable
dedoction under Civision 3 of Pall [0 of the Incowne Tax Acl at the date
heteof and includes a5 well al | expenditote of Dunco inculted pulsuant 1o
Clanses 5.1 and & of this Agteeinent and all anounis and expenditobe in
tespect of which shales ih the Cowmmpany ate imued 1o the Stale polsoant 1o
Claose 11.3[a) and all expenditote by the State finahced by the Caunpany
ih accoldance with Clavse 14 8;

" Coawmunehoeinent of Communercial Prodoction” means the last day of the fi =t
mahth doti hg which the Company achieves ah avelage tale of plodoclich
of ole cohcentiates fol sale fiown 1he Pigject in excess of 70% of the
apetating capacily of the plant installed as nowminated in the Apploved
Ploposals ol the last day ofthe mmohth ih which shi puoents of cohtained
coppel aggregating 30,000 tonnes is achieved whichever be the eatlier;

"Carmupencament of Consliuction” means the date oh which Capital
Expenditote exceeds KS0,000.000,

"Chwidend [Withhelding) Tax" imeahs—

la) dividend [withhalding) 1ax as defined in the facomes Toex Act; and

[b)  any tax of a s lat natlote payable in vespect of dividends ol clhet
distli butiohs of plofits 1o shatehaldels;
"Gloss Chividends" moeans the dividends which wouold have been payable by
the Caumpahy bot for the dedoctioh thetefiom of Dividend [Withhelding)
Tax,

»

"Thccune Tax Acl” moeans the facome o Act 1999 a5 amended fiom time 1o
tiume,

"Thvestioent Recovery Petiod” imeans the petiod frown the Cormunencernent of
Cowmuoetcal Predoction until—

[2) the sum of the Company's lanable ihcowes [as detelimned in
accoldahce with the Thoouoe Tax Act) ih all Tax Years friowm and
incloding the yeal of Commencement of Campetcial Pledoction;
plos

[b)  1he sum of all dedocticns fot depleciatich uhdet Civisich 3 and all
dedoctions under Division 10 of Pad [T of the Theowoe Tax Act
which have beeh allowed 1o the Compahy ohdel the Thooune Tax Act
ol uhdet this Clapse 10 those Tax Yeals, less

[c) 1he sum of the amcunts of ihcowe Lax payable by the Coumpahyin
bespect of those Tax Yeals; fitst exceeds Tolal Thvestioent al the
Cowmnencemment of Comelcial Biodoction.
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"Tetl Cash Beceipts” ioeahs the tesolt [which mmay be hegative) ihahy Tax
Year of —

[2) the sum of all ploceeds of sales of oles ahd cohcenttales by the
Cownpany made in thal Tax Yeal ahd othet teceipts of the Coammpany
which ave ploperly taken into acoocunt in deletim ning the assessable
ihcoune of 1the Company uhdet the Theowoe Tax Acl and which
acctoe ih that Tax Yeal [olhet than intetest which accloes 1o the
Cownpany], and any capilal contiibolion paid by any thitd paidy io
the Counpany uhder Clanse 22.1 heteof; less

[b)  1he sum of all Capital Expenditube incotied in that Tax Yeal tevenoe
eapehditobe and ahy cthet pawoents which would be an allowable
dedoctioh uhdelthe Theome Tax Adt [othel thah ihtebest pawoents)
in thal Tax Yeal and the ancum of ihcoue tax actoal ly paid by the
Cownpany in that Tax Y eal bul shall not incluode capital usel chatges
payable ohder Clapse 21.3;

and fot the pulposes of this definition all expendiloe by the Campany,
Daiooo or Lthe Sate which s included in Capital Expenditote pliot o
Cowmunehoement of Construction ihclodingah ancunt eqoal 1o the face
value of shatesin the Caumpany issoed 1o the State onder Clause 11.5(b)
which shall be deened 1o have been expended when the anoont
cohcelhed has been paid of secoved 1o Kenhecolt Copper Cotpotatich by
the State, will belbeated as 2 payimoent made ih the yeal i which

Comoe hoement of Constioctioh cooolted,

"Beplaceinent Expenditiore” 1oea ns the expenditove incorted 10 providing
uhits of plopeity to teplace [aftel the Commencement of Commners al
Prodoctioh) ohits of propetly which have been provided fol ose ih the
Pioject plovided that a unit of propeiiy shall be deened 1o be so plovided
ahly when the ptincipal teasoh is to teplace existing tather than Lo add
hew capacily holwithslanding scupe ehhanceiment of such capaciiy does
accul;

"Tax Yeal" mneans exch petiod of twelve mnenths being 2 yeal of incoune for
the commpany;

"Tatal Thwesioe " weahs the agglegale uncont of Capital Expenditove and
Wolkihg Capital,

"Wotking Capital” ioeahs the book value of stocks detelimined by the
Cowmum=siohet Genetal of Tnterhal Revenoe at a date bei hg thiee mmonths
after the Comimencernent of Commelsial Prodoctich;

ahd cthel explessichs shall have the saioe imeaht hgs as abe giveh 1o then 1h the
Ihooune Tax Act.

232 Except whete the contraty imentich appeais, eithel express|y or by
umplicatich, the provisiohs of the faceme Teav Act which abe hot i hoohsisient with the
plovisiohs of this Aglesnent ate applicable 1o the Caunpany, ahd the Cowmpany shall
pay incowoe Lax ai the nouoal tates al which counpanies ate lable io payincoue taxin
Papua Mew Guihea fiom tine o lime except that doting the Thvestoent Recowvety
Peticd 1f the hotimal Late of incouwpe Lax fol compahies exceeds thitly five pel cent
[35%) the Coumpany shall pay i noouwoe lax at the Late of thitly five pet cent [35%:) anly.
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23.3[a)W hehevel uhdel the facome T Act the Coumumssichel Gehelal of Thiethal

Revenoe muost folm a judgment as 1o the life of the imine, he will ontil the tenth

annivelsaly of the Cammencemenl of Camunetsal Predoctlicn judge 1he life of

the imihe 1o be hot imote than fifleen yeals.

[k Botthe purposes of the facome Tax Actall toads cohsitocted by the

Cowpany culside the bining Atea fol the potposes of the Pigjeci shall be
deeined 1o have been consirocled in connection wilh access 1o ol
comunuhicatiohs with Lthe site of presciibed mining opetations cattied oh,
ol 1o be caltied oh, by the Compahy.

234 Fol the pulposes of amessioent of i noouoe tax uhdel the facome Ty Act
payable by the Company and for the potposes of this Agteement all expendilute by
Diunco ih cohnectich with the Project 1o the extent 1o which i1 has not alveady been
allewed a5 a deductich undel the fncawee Tox Acrand the pat value of all shates imoed
tothe Sate potspant i Claose 11.3(a) shall beiveated as dedoctlible under Division 10
of Pail Tl of the facome Tox Actas if i1 wete expendilute of the Compahy which
qualified for deduction ondet the said Ciwisioh 10 and the cosl of navigatichal aids
shall be deductible floun assessa ble 1 hoouwoe of the Company upoh the & becoum ng the
propeity of the State 1o the extent that deductions in tespect theteof have not alveady
beeh allowed.

23.5 Th any Tax Yeal prict 1o 1he tiome when the suum of 1he Cownpany's taxable
thcounes [as detetim hed 1h accotdance with the facomee Foav Acrand the preceding
sub-clauses of 1his clanse] ih all Tax Yeals since the Cowmunehosment of Cowmimena al
Predoction plos the smm of all deductions for depleciation undel Civision 3 and all
deductichs under Divisioh 10 of Pait I of the facomee Tax Acr allowed 1o the
Couwnpa hy uhdel the facomee Fav Act ol ohdet this Claose 1h those Tax Yeals less the
sum of the uncunts of 1hoouwoe 12z payable by the Company in tespect of those Tax
*eals exceeds hitial Capital Expendilote as heteinafier defined, in which—

[2) the tamable incouwe of the Cowmpahy as othelwise detetimned undet the
Thcoune Tax Acl and the pteceding sub-clanses of this claose plus—

[b] the sum of deductions fol depreciatioh uhdel Civisioh 3 and deduocticns
ohdet Division 10 of Pait T1 of the facomee Tex Acr and andet the
plecedi hg sub-clanses of this clanse which would have beeh allowed 1o
the Compahy 1h that Tax Year; less—

[) ihcoume tax which would have beeh payable by the Caumpany ih tespect of
thal Tax Yeal,

is less thah ohe guattet of Thitial Capital Expenditute [heveinafiet called "the Tatget
Ihooune Level ") the Company mmay elect, by hotice 1h wiling 1o 1he Commssicher
Genetal of Thtethal Revehoe al the timoe wheh i1 subumits i1s ihcoume tax tetath for that
Tax Year, for additicnal dedoctions in accoltdance with this subclanse. Fal the
putposes of this sub-clanse “Thitial Capital Expenditore” means—

(1) 1etal Thvestoent to end of the Tax Year for which additichal dedoctichs
ate sought ot 1o the end of the footth yeat after the Coamnencemnent of
Cowmuoetcal Predoction, whichevel 15 the eathel; les—

[11) Replacement Expendilote 1o Lthe end of the Tax Yeal fol which additichal
dedoclichs ate seughl ol 1o the ehd of 1he foulth yeal afiet the
Commoehoeiment of Commuioetsial Prodocticn whichever is the earliet.
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The Company’s hetice of election fol any Tax Yeal to which 1his subclause applies
shall specify the woeont, being hol moate than the amount equited 1o edoce 1 houne
tax payable 5o as 1o achieve the Targel Thooioe Level a5 calcolated in accordance with
this Clavse fol that Tax Yeal, fol which 11 clairs additiohal dedoctichs ahd 1he
Cowrumissichet Genetal of Tntethal Revenoe shall subject 1o Clavse 236 allow 1hat
uncuht as 2 dedoctioh fioun the Company’s i nooune fiol the potpose of detelim hing its
taxable incoume for that Tax Year. The additional aroounis so dedocied under Lhis
subclause shall be applied fitst against anconts of Capilal Expenditure which aie
deductible under Division 10 of Pat UL of the facome Toax Act and andet Claose 23 .4
inthat Tax Yeat propoltichately between the vatious iteums ih tespect of which
dedoctichs ate allewable thetenhder.

236 MNolwithstandi nglhe folegoing plovisiohs—

[2) he dedoctich uhder Divisieh 3 fol depleciation ot undet Civision 10 of
Paui 10 of the facome Tox Acr shall be allowed under the facome Tox Acr
ol uhdet this Clavse 1o the extent that that dedoction would mmake the 1=tal
deduclichs in tespedc of any ohe itewn of Capital Expendilote exceed the
aligihal cost of that item, and

[B) ho deduction onder this Claose shall be allowed 1o 1he extent that 11 woold
cause the Compahy o soffet a loss fol i hoouwoe Lax putpeses ih the Tax
Yeat ih which that deduoclion is claioed.

237 The Campahyshall pay Additichal Profits Tax ih accotdance with the
followi ng provisichs—

[2) at the Commnencement of Commnelcial Predoction the Company shal | by
notice in wiiling 1o 1the Carmunissicnel Genetal of Interhal Revenoe choose
an accumulaticn late fol the potposes of 1his subclanse which shall be
cither—

[11  Awenly percent [(20%]; or
1) 1he perceniage Late for each Tax Yeal which is equal io the
petcentage tate of inletest pel ahhom oh downestic colpotale
boltowings tated A4 4 in the United States of Ametica as poblished
ih the Sutvey of Coltlent Business by the United Stales Diepa tliment
of Camnelce/Bolean of Ecohaumic Analysis and avetaged ovel that
Tax Year ot if such tate is hot published a tate detetim hed in such
mahhet as the Paties shall agree flom time o time, plos teh [10)
petcenlage points.
This choice ohoe mmade shall be bindihg oh the Campahy dating the cuttehcy of this
Agreement.
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[b) At the end of the Tax Yeal doting which the Cammencenent of
Cohslluctich acculted, 1he accumol ated value of the Mel Cash Receipis
shall be the agglegate of Wet Cash Receipts in that Tax Yeal and
plecedi hg yeals. Bol each Tax Yeal after that Tax Yeal, the accuimolated
value of el Cash Receipis shall be calcalated in accotdance with the
follewing fotmuola:

A= FxB[100%+R)+C
E

whete—

A= accmoolated value of Wel Cash Beceipis at the end of the Tax Yeal
for which the calculation is being made,

B = accmoulated value of Wel Cash Beceipis at the end of the Tax Yeal
immimediate |y precedi ng the Tax Yeal ol which the calcolaticn is
bei hg 1made;

B = accmmolation @te as determined undel pa tagraph [a) a bove;

C = el Cash Receipls in the Tax Yeal fol which the calcolation is being
made;

E= 1ihe avetage of the Dail y Published Buy hg Rates of the Kina against
1he United States dellar duting the Tax Yeat imunediatel y preceding
the Tax Yeal for which the calcolation is bei hgmade [expressed in
telirs of Kiha pet United Slate dallat);

E= the avelage of the Diaily Published Buyi hg Bates of the Kina against
the United States dollat duting the Tax Yeal for which the
calculatich is being made [erpressed 10 felims of Kina pet United
Sales dollat).

PROVICED THAT the value of "B" shall be deoioed 1o be zeto when Additichal
Profits Tax is payable in tespect of the Tax Yeat imoediately pteceding the Tax Yeat
fol which the calculatich is being toade. Th this patagiaph, the Daily Published
Buying Rale ioeans the buying tate fioun time 12 time published by the Bank of Papoa
Mew Coihea ol such othel buyihg late as mmay fioun tiwe 1o time be pablished and
tecoghised by the Slate as the official buying rate ahd i calcolating the avetage of the
Dail y Poblished Buy ng Rates the 1otal of each of the dail y published buying ratesin a
patticulat yeal shall be divided by the nunbet of occasions n thal yeal oh which that
buying rale was published.

I=) B1he accomul ated value of Mel Cash Receipts in any Tax Yeal is positive,
the Caunpany shall pay Additiohal Profits Tax calcolated in accotdance
with the following fotmola:

APT=4A=[T0%-T)

whele—
APT= woounlof Additicnal Prefits Tax in Kina,
A= accmmul abed valoe of el Cash Receipts in Kina folthe Tax

Year ih tespect of which the calcolation is being made;,

T= the nelimal petcenlage Lale of cawnpany ihcaune tax in Papoa
Mew Guihea for the Tax Yeal in tespect of which the
calculatioh is beihg mmade.
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23.8 MNeitherthe Coumpany not any persch shall have any lability 1o any ihcome
1ax oh the pawoent ol e paynent of ol ineasuved by veferehoe 1o the ancunt of any
ihterest payable ot ahy othet ancont payableih tespect of ahy amouhl which is lent 1o
the Cowpany by any petseh whe is el 2 tesident of Papoa New Guoinea ol oh ol in
bes pect of the principal of ahy such lean if the amount 1h tespect of which such
interest ot other uncoht is payable was lent 1o the Company befote the end of the
Ihvestme il Recovery Peliod.

232 Tat ahy tioe the hotimal tate of Cividend (Withhelding] Tax exceeds fiflech
pet cent [15%) Dividend [Withhelding) Tax shall be payable in tespect of Gross
Diwidenhds payable by the Cammpany o hoh-tesidenls of Papua Mew Guihea atl the tate
of 15% only.

23.10Th the event of the Company ot of ahy ielated cotpolatich ehgaging ih
opelatichs ondel Lhis Agleement bol colside the scope of the Plaject in Papua MNew
Guinea, the provisiohs of 1his clavseshal | net apply to the taraticn of the i hoowe ot
profits thereby detived 1o the intent that such ihcowe ol ptofits shall be tared in
accaldahce with the elevant provisiohs of the Thooume Tax Acl.

GLAUSE 24 ROYALTY

211 Thihis Clanse—

"E.O.B. Revenoe" ioeans—

[a) in the case of a delivety of otes of coppet, concentialed oles of coppet,
athet minetals ot gold woh fiowm the atea the subject of the Special
Mining Lease [heteihafier called "Mihe Prodocts") which is made
putsnant iz a sale by the Company cthetr than a sale o which paragraph
[ b1 of this defi nitich applies the whele of the considetaticn tecei vable by
the Caunpany thetefor less a1l or ahy cosls chatges ahd expenses boha fide
ihculted ot suffered by the Company in tespect thereof floum the tiione
when the sune is lcaded oh boatd ship atl a poit 10 Papoa Mew Goinea
until the sume is delivered and accepted by Lthe purchaser 1nelodi ng
without liimti ng Lthe genetality of Lthe fotegoing—

[i]  tanes, does, duties, excise, Latiffs ahd othel levies imposed oh the
expoll of the suoe fram Papoa Mew Gumihea,

W) 1o hg costs;

i) ooean fleight;

[iv] 1Darineinsutance;

[+1 pottand handlingchatges al the poit of dischatge;

[+i) costs ihcotbed ih deliverihg the sune fioun the pott of dischaige o
any place for the potpose of any fullher plocessing;

[v1) wegh hg, saophng, assaying, 1hspechich, tepreseniaiion and selhng
agency cosls and charges,

[+iii} shipping agency chatges afier loadi ng as aforesaid; and

(i) tawes, does, doties, pltimage doties, 1aliffs and othet levies imposed
ih the couhity of the poitl of dischatge oh the impoll of the sane;
and
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[b] ih the case of ahy delivery of ahy Mine Products which is made potsnant
1o 2 sale by 1the Campany fol consideration which is hol a considelatich
which wounld be teceivable by a willing sellet fiowm a willing buyer ot
which iz mmade polsvant 1o a dispesitich by the Company ol herwise than
by way of sale, ah woouhl equal 1= the whole of such cohsidetation as
would have been teceivable by the Campany if such Wine Products had
beeh scld a1 the weighted avetage of the whale of the considelations
tece vable by the Compahy (less all ol ahy cosls, chalges ahd expehses
vefetted 1o in patagtaph (2) of this definition) in vespect of delivelies of
Wi ne Products of subslantiall y the supe cowmpesilich which wele mmade
duling the petiod of sixty days imunediatel y precedi ngthe velevant
delively ahd 1o which patagtaph (a] applied, ot ih the event of thele being
no such delivelies such amonnt as 2 1oining watden houninaled by the
Slate imay detelim he i be the valoe of the Wi ne Products afiet the
Cowmpany has presented 1o himm evidence of i1s valoe.

"MNet Smoeltel Belorhs" meahs—

[a) ih the case of the Cownpany opetating a sioellel ol a sioeller ahd tefinety
in Papua Wew Guinea for the sinelting ot the sioelting and tefining of
Wi ne Products the value ofthe prodocts of the simelter ot the sioeltet and
tefinely [as the case imay be) less all of ahy costs, chalges ahd expehses
bona fide incutted ot soffeted by the Cammpany in vespect theteof fiowmhe
tiune when the i ne Prodocts ate delivered 1o Lthe smelter ontil the time
when the sioelter ol tefinety prodocts ave delivered 1o and accepted by the
putchasels theteof, incloding withoul limiti ng the gehetality theteof—

i)  smelling ahd wehning costs which shall include a veasohable proft
elewnent bol which shall be he greaterihan anconts that ave o
would be chatged 1o any clher cownpany fol the sielting ol sioelting
and vefining [as the case mmay be) of similal predocts;

[11]  reahsation cosis; ahd

(1] 1he cosis ftewmsed i the definition of E.0.B. Revenoe 1o 1the extent
they ate payable by the Company in tespect of shippi ng of the
simelter ot tefinety plodocts 1o the point of delivery 1o the
pulchasets theteof; ahd

[b) ih the case of ahy othel compahy opetating 2 simellet in Papua Mew

Guinea fol the simelling ot the mnelling and tefi ning of Mine Producls

(hevei hafter called "the Processing Cowmpany) the value of the prodincts of

the sioellel ot the simeller ahd the tefinety [as the case mmay be) from BMine

Prodocis supplied by the Commpany less all or any cosis, charges and

capenses boha fide incutted o suffeled in vespect theveat, including

withoul liimting Lthe genetality 1heteof—

(i)  swelting ahd whining chaiges payable by the Counpany o the
Processing Coumpany [which if the Processing Company is a telated
company shall be ho greaterihan anconts thal ave ot woold be
charged i any onrelated company);

1)  vealisalich cosis incoted by 1he Processing Coumpany ob by the
Couwnpany; and
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[#i] 1the cosis iesmsed in the definition of F.0.B. Revenuoe to 1he extent
they ave payable by the Processi ng Commpany ot by the Company ih
tespect of the shippi ng of the sioelter ot lefinety pledocis ic the
paint of delively 1o the pulchasets theteof.

242 The Campahyshal| pay toyally at the 1ate of ohe ahd ohe quatler pet cent
[144%) of the smun of —

[a) the E.0.B. Revenue applicable 1o deliveties by the Cownpany pursnant to
s1les ol othel dispositiohs mmade by the Company of Bine Plodocts whete
such delivelies ate ditecily ot inditectl y for expolt; and

[B] the et Smeller Retorhs applicable 1o such Wi ne Prodocts whetethey ate
snelled o sioelted and wefined in Papuoa Tew Guinea.

The toyalty shall be paid mmenthlyin accotdanoe with plocedoles 1o be agreed
betweeh the State ahd the Compahy ot ih defanll of agteanent as detetimned by the
Sate.

GLAUSE 25 RATES AND DUTIES

25.1 Zubject 1o any tequiteinent of defence, the safely of 1he public and
quatahtine ahd to the obligatiohs of the State undet maltilatetal i nlethatichal
agleernenis 1o which the Stale is a patly the Company, any telaled company and 1he
agenis and cohiraclols of the Cowmpahy ot of ahy velated company shall have the Light
o acquite, impott inte and mmove within Papoa New Guoinea and ose any plant,
machinety, equi pioent, vehicles, explosives, fuels, reagents and supplies—

[2) requived for the cohsltuction, hstallatich, provision, expa hsich,
i hleha hoe ot apetatich of ahy of 1he faci lities tefetied 1o i Clauses 13
1o 20 inclusive, ot ahy othel faci hties vequi ved fol the Prajedt, ot
[b) ethetwise tequibed fol the poltposes of the Pigjedt;
and 1o expolt fiom Papoa Wew Guinea the products [whethel processed ob otherwise]
besulling floun the eperatich of the Pigjedt.

252 The Caumpany shall be subject 1o impolt duties and levies of genetal
applicatioh 1h accoldance with Papoa ew Guoinea law fioun time 1o time excepl as
heteinafler plovided.

29.3 Mo lale, lax, chatge, due, duly 1aliff or clhet levy shall be applied 1o, ol be
payable by, the Campany in tespect of the eapolt frow Papua Mew Guines by 1he
Cowmpahy ot a telated company of—

[a) B0 ne Prodocts; ot
[b] the delivatives of ahy such bine Plodocts which ate the tesalt of any
smelling ol refini hg opetatichs in Papoa ew Guinea.

254 Mo tale, lax, tent, charge, duoe, doty, 1aniff ot othet levy and he legislation
which disclivm hates against the Caumpahy ot ahy weinbet of the Counpahy o any
beneficial ownel of shaves ih 1the Caumpany ot any petseh engaged in the opetations of
the Project shall be pavable by o (a5 the case ioay be) applicable to the Coumpany o
any soch mmewnbet or beneficial owher ot petsoh [as the casemay be] in tespect of the
opetatiohs of the Cawmpany undet this Agteesnent otof any incowe atising ditectl y ob
indivect |y therefioun.
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2595 Any impel doly which is scughl to be unposed on the impetiation of any
plant, machinety, equi pupent, explosives, teagents ot other supplies which at the tioe
wheh such duly 15 seught 1o be inposed ate unpoiled inlo Papoa Mew Goihea solel y
fol the putpose of mmini ngopelations ot of opelations ih cohneclich thetewith and
which is soughl 1o be imposed 4l a tate 1h excess of the avelage Lale of oty flam time
1o lime payable oh the impotiation imle Papoa Mew Coinea of the Costours Taniff
lewrs huobeted 118, 275, 284, 309 313, 320, ahd 34104 as sel ool althe date heteof
in the Second Scheduole 1o the Costoms Tauff 1959 shall, withoot in any way
whatlsoevel limiti hg the i nletpretatich of Clause 29.4 above, be decioed 1o
discliimnate against ihe Cownpany within the meani hg of Classe 254

GLAUSE 25 CURRENCY

26,1 Wolds ahd explessichs which have 2 cellaih mmeah hg whele osed 1h the
Foteigh Exchange Begulaticns imade undel the Central Banking Acl 1973 shall have
the saioe ;meaning where osed in this Claose.

262 The Caumpany shall be entitled 1o tetain ih fobeigh exchange culside Papoa
Mew Goinea 1he proceeds of sale of all products of the Cownpany expolied ovelses o
the exle hecessaly 1o ehable the Caunpany 1o moeet i1s obligatiohs 1o pay foleigh
exchange ol pay dividends 1o ovelseas shatehalders doting the enso hg thiee mmohths
in tespecl of—

[a) the principal of, intetest and selvice changes onh and clhet fees and
capehses Lelated o loans mnade 1o the Cammpany ih foleigh exchange by
petschs hol tesident 1h Papoa Mew G hea;,

(b communitments ih foleigh exchahge 1o pelsohs hot tesident ih Papoa Tew
Guinea fol the supply of goods and selvices 1o the Cawmpany [including
capital geods and selvices of foleigh emoployees ahd consultants of the
Couwnpany); and

[c) commumilments ih tespect of dividends payable 1o shateholdels tesident ont
of Papua Mew Guinea,

plovided that the aimonnis cohcethed ave established o the teasohable satisfaction of
the Slale on the basis of leans and cowunilioents which have been apploved by the
Bank of Papua Mew Guinea.

26.3 Excepl as plovided ih Clause 25.2, the Cownpahy shal | conveld all its foveigh
cxchahge eatnings ih Kina and vewmi the proceeds to Papoa Mew Goined.

264 Whete aimoonits of foveigh exchange expecied 1o be tequited by 1he Company
fol the pulposes desclibed in Clause 25.2 abowve ih ahy thiee inohth pelicd exceed Lhe
umcunts of foleigh exchange cathings expecied 1o be teceived by the Cowmpany in that
peticd, the Counpany mmay tequest the State to hold foveigh exchange for it 1o the level
of the possible shotifal| bot het exceeding foleigh exchahge requitements for
putposes of loan tepawnents whebenpoh—

[2) the Cammpany shall netify the State of the unount of the expected shotifal |
and the coltencies in which the shottfal | is likely 1o ocent;

[b] the State, afier consullatioh with the Bank of Papua New Cuihea, will
adwise 1he Campany of the Kina equivalent of the shatifall al the
cxchange tates then poevailing,

I=) the Cammpany will lend 1o 1he 3late and the Stale will bottow fhoun the
Couwnpany that anouont in Kina,
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[d] the State thioogh the Bank of Papoa Mew Goinea will hold deposits of
foleigh exchange in the cattency to which payments will be imade and of
wncunts sufficient o mwake such payioents ih accotdance with the natice
which the Compahy has given 1o the Slate uhder 1his sobclause,

[€] the State wil | pay inlevest 1o the Compahy oh such foteigh exchange
deposils al 2 Late pel ahhwm which is the Lale which the Bank of Papoa
e w Cuinea eatns fol the Slale onh those deposits less ohe half of ohe pet
cent (0.5%:) pet ahhm 1o covel the Bank of Papoa Mew Coineas
adurn nistrative and overhead costs;, and

[f) the State will vepay any loan made by the Cowmpahy undelthis subclause
in the curvencies in which 1he deposits ave held at 1the e payioents in
those cultencies by the Company ate due, such ammoants in fateigh
cultehcy 1o be applied ih dischatge of the Kiha amoont of the oligihal
Icah 211he exchange tale Loling al the time of the cliginal loan.

26.5 The Company 115 ioemnbels and Damco wi ll hot be subject 1o of limied by
tegulatichs ol slalules telati ng 1o foleigh exchange ahd the contiol theteof that ate less
favoulable 1o the Company its inembels and Danco (a5 the case may be) than the
tegulatichs and stalules of genetal applicatich 4o petsens dealing with foteigh
exchahge ih Papoa Mew Goinea hot will tegulatichs ot slatnles velating Lo foteigh
exchange and 1he contiel thetesf be applied 10 velatien 1o the Cammpany its ioembels
and Daunee ih 2 mwannel less favootable 1o then than the imannet in which they ave
genetally applied 1o cthels 1o whown they ave applicable.

GLAUSE 27 MARKETING AND CONTRACT S

7.1 The Campanyshal| be tesponsible for mmatketing of all Mine Prodocts and all
simeltel and tefinely prodocts detived by the Company fiown such Bine Produocts,
shall have sole contliel and mmanagement of sales of such Mine Products ahd predocts
and shall assmoe all isks thetefor, provided that—

[a) the Company shall sell s prodocts ai plices which ate reasohable judged
oh ah alo's lehgth basis ih a lrahsactich cohfined 1o the ploducts of the
Cowpany ot ctherwise wilh the approval of the Slale subject only 1=
hotial dedoctichs fob shi pping, siwelting and vefining, ahd other
realisatich cosls; ahd

(b] all sales contracts ihexcess of 29,000 tohhes of bline Prodocts wil | be
subumitied 1o 1he State for plict apploval, and all othel sales contliacts
[whethet they velale 1o oles, cohcenllates o simelter ob befinely plodocts)
cthet thah sales of gold oh hotmal matkel letos will be subimtied 1o the
State within thitly days of execotich. Apploval whete tequived will be
given within 14 days and will el be uniteasanably withheld in the case of
a contract al plices which ale teaschable judged oh an ano's lenglh basis
ih a ttahsactioh cohfined 1o the plodocts of the Compahy hot be tevoked
ol varied onless the Matiohal Execulive Cooncil shall detenm ne that the

cxpoll of any goods could—
i) bueach any obligations of the State alising undel interhational law,;
=18

(1) prejodice natichal secolily: or

[#) prejodice the intethatichal telatichs of the Slate by lhe expoll of
goods 1o ahol het Stale with which i1 ooy be contiacy 1o the i nletests
of the Stale 1o engage in intethatichal tiading.
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7.2 All sales conttacts shall be exewnpt fioim any requiteinent 1o be subumtted for
apptaval under Pait WL of 1he Matichal Thvestoent ahd Developoent Aot 1974,

GLAUSE 25 MDA REGIST RATION

28.1 Motwithstandi nganphing expless|y o by immplication 1o the contrary
contained in the Matiohal Thvestoent and Developuioent Act 1994 and 10 patticolar
netwilhstanding the plovisions of Section + of that Adt, the Company and Dunce ave
hete by decined 1o be tegistered undet that Act in vespect of the activities of
explotation for imnelals, o hing coppet ahd geld oves and 1m netals found thetewith
ahd cehcentiating the suoe and other activities incidental thetele and conteinplated by
ol tequibed 1o calty ool the A pploved Ploposals on the fol lowing conditichs—

[a) the Coumpahy shall hat withoul the approval of the Matichal Thvestiment
ahd Developuoent Anthotity carty oh s explotatioh o im hing achivities
ctherthan in the Biining Avea, and

[b) the registtaticn shall be for the duratioh of this Agreement and shall be
decimed 1o have been cancel led upon Lthe teimnation of 1his Agleanent
fol any easch.

28.2 Hihe Company considels i1 hecessaly o calty ool any clhel activilies within
the 1oea hing of the Matichal Thvestioent and Developunent Act 1974 1o coumply with
ils obligatiohs uhder this Agresment, il shall give holice of those aclivities 1o the
Maticnal Ihvestoent and Developument A othetily and, if within 2 petied of thitty [30)
days oo the date of 1hat notice, the Campany has ot been infolioed by the said
Aunthotity that the Ministe: for Matichal Developiment objects to it cattying oh the
hatified aclivilies, theh the Counpahy shal | be deeined 1o be tegisteted uhdet the
Maticnal Ihvestoent and Developument Act 197410 ves pect of the netified activities,
subjecl 2 the condition 1n Clanse 28.1(k).

GLAUSE 249 BVIROMNMBEMNT Al MANAGEMENT AND PROTEGTION

291 Inihis Agreemeni—

"Benheficial Use" ineahs a use of the Ehvitohment ol ahy elament of segoent
of the Envitenoent that is conducive 1o public benefil, welfale, safely or
health and which tequites pratecticn frow the effects of Waste dischalges,
emssichs ahd deposiis.

"Ehvitohment” ineahs physical faclols of the sottoohdings of human beings
incloding land, water, alinesphere, climate, scund, edools, lastes and
biclogical factols of ahiioals and plants and the secial factols of
aesthetics.

"Pollutich” meahs ahy ditect ot 1 hdivect altetation of the physical, thetmal,
chemical, biclegical ol tadio-aclive plopelties of any pait of the
Envitement by discha igi ng, ewmtli ng, ol depositing W astes 5o as
matetially o affect any Beneficial Use adveisel y, ob 1o canse a conditioh
which is hazaldous o potential ly hazardouos 1o public health, safely ot
welfale, ol 1o animals, bitds, wildlife, fish ot aguoatic life, ot 1o plants and
"Pallute” has a cottesponding toeaning.

"Waste" 1 neludes any matter whether liquid, selid, gasecos ol radic-active,
which is discharged, evmited, or depasited 1 the Envirehment in such
voluoe, constituency, ol tmanhel as fo cause an alletation of the
Envirchment.
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222 The Company shal | implemment all Appleved Proposals velatinglo

chvi lehumental wahagement ahd plotectioh and shall hat dispose of Lhe ovetburden,
ta1li hgs ol ol hel Wasle cthelwise thah 1h a mmahhel which 1s subslahtiall y as
plevicusl y apploved plovided 1hat if the Campany is of the opinieh that
& lomumsiahoes have changed so that previously approved plans and propesals ave o
lohget applicable ot desitable, then i1 mmay give hotice 1o the State of those
o beirsta hoes foget hel with alterhative ol bevised plahs ahd the State shall withih two
(2] mahths of that hotlice—

[a) approve the alernative ob tevised plans, ot

[b] 1oeet with the Cownpany 1o discuss 1the alternative of tevised plans.

If the discussichs undel palagtaph [b) do hot lead 1o the apptoval of alterhative ob
vevised plans by the State (which apploval shall nel be unveasohably withheld) the
alterhative ol levised plahs shall betiealed as a hew ploposal ohdel Clanse & and the
plovisions of Claose 9 5o fal as applopliale shall apply theteto.

29.3 The Campany shal | install and moaitain suitable eqoi puoent of a standard
apploved by the Slate fol the putpose of ineasoling ahd ahalysing all Waste
dischalges and deposits flown the Campany's opetatichs heteander and shall forward
tegulal lepolts 1o 1he Govethioent afiel the cormmencement of such opetatiohs oh the
quantily ahd quality of 21l Wasle dischaiges and deposits soineasuved and ahalysed.

294 The Campany shall within 2 teasohable tiroe aftet any dunp ceases 1o be
utilized calty oul cxpelitments for Lthe detelumnation of whethet it is teasonabl y
practicable for vegelation 1o be established theveoh and shall so far as is practicable
establish thetech vegelation of a {ype which can be so established.

295 The Campanyshal | when ahy dump for the overburden, 1ailings ot othet
Wasle ceases 1o be ulilized ehsuve that, ih otdet 1o faciliatle the tapid regenelation of
vegelation thetech, ohless such vegenetation is iioplacticable, such dompis lefl with 2
sulface oh which such vegenelatich can be caltied ool

2965 The Campanyshall at all times ehdeavoul 1o ovelcorme and minimize any
deleleticus effects tesulting floun the Company's opetations opeh the physical
Ehilohiment, the stieurs and tivels, the inhabitants and the bicta of the Blining Alea
ot the land, sltears and Hvels flowi hg therefioum.

297 HWihe Company conllavenes any of these plovisions, the Slate inay selve
hatice upoh the Counmpany tequi ing i 1o take within the time specified in the notice
such beaschable sleps as ale hecessaly [which sleps mmay be specified by the State) 1o
plevent the continued ol tepeated contlaventioh of soch plovisiens, and the Company
shall foithwith coumply with such natice.

298 Hihe Company fails to coumply with such hotice the Stale may take such
veascha ble steps 1ncludi ng entel ng by i1s selvants or agents opoh any land ocoopied
by the Coumpany as ate necessary 1o plevent the continued ol tepeated cohitaventions
of such provisiohs ahd the Cowmpany shal | indemnify 1the State for all cosls and
expenses ihculted 1n conneclioh therewith.
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299 T any seqoentl ot eleent of the Enviteoent is Polluled as a vesuliof 2
cohllaventich of such plovisichs, the Stale ioay selve hotice upeh the Coumpany
bequilihg 11 i lake such teasohable sleps as ale heosssaly 1o enove , dispelse, destioy
ol imtigate the Pollution within the timme specified in 1he notice, and 1he State may
specify 1he patticolal ioel hod 1o be used 1o temmove, dispelse, desiioy ol imligale the
Pallutich. The Counpany shall fouthwith comply with ahy hotice propetly given by the
Sate.

2210 the Couwnpany fails 1o cowmply with such hotice ol if imunediate actich is
hecessaly o lemmove, dispelse, desitoy ol initigale 1he Poll ntion refetied 1o in Clanse
299 [naotwithstanding thal he hetice pulspant 1o thal subclause has been given 1o the
Cowmpany), the Slale ioay 1ake such reasonable sieps 1ncludi ng enteli ng by 115 selvanis
ol agenls upoh any lahd cocupied by the Compahy as abe hecessaly 1o bemmaove,
dis petze destioy ol mmitigate the Pollotich ahd the Coumpany shal | ihdemnify the State
for 2/l costs and expenses inculted ih cohnection Lhetewith.

22.11 The State shall nc:iiF_}- the Company pliot 1o 1akihg any actioh uhder Claose
20 10

29,12 Mot withstandi ngthat a plan ot proposal has been approved by the State, the
Cownpahy shal | coumpensate for ahy loss soffeted by any petson ol petsohs as a besnll
of the Coumpahy’s opelatichs veso llihg floun ahy damage (whethel 1o lahd, ahything oh
land, watet ot clhetwise), ot inletference with ahy Light 1o use land ob walel exisling
plict 1o the date heweof cansed by disposal by the Coumpany of the overbarden, 1aili ngs
ol olhel Waste.

22 13%Withoot in any way liimiling the Counpany’s cbligation 1o impleoent the
Approved Proposals velating 1o envitehimental mmahageioent ahd pretection ahd the
disposal of overburden 1ai i hgs ahd othet wasle 1h accotda hee with Clanse 292,
vegatd 1n detelimni hg the extent and liumis of 1he Companys obligaticns undet this
Clause 22 shall be had 1o Lhe limited plesent use of 1he atea, 1o the heed for its
developiment, 1o the Stale’s desite for the Project 1o ploceed and be ecohoumcal |y
viable, ahd 1o the effect the Progject imosl hecessatily have oh the Ehvitetument. The
Cowmpany's obligaticn will be 1o act teasohabl y lo imiigale dunage 1o 1he
Ehvitohuoent ih these ack how ledged circmimstances.

GLAUSE 20 TRAINIMNG AMD LOCALISATION

30.1 The Counpany shal | employ Papoa Wew Coiheans in all of its activities ohdet
this Agleement and in al | ancillaty and related activities except where the
cmployment of han Papua Mew Guineans is in accoldance with the appleved Liainihg
and lecalisatioh plegiaimuoe ob is cthelwise apploved by the State.

302 The Stale will ensute thal, cohsislent with tequitements of hatichal seculily,
fobeign wolkels and Lheil dependents 1o be amplayed an 1he Pigjec! 1h acootdance
with the apploved trai hing and localisatioh plogranioe whete tequested by the
Couwmpahy will be glanled such petinits as may be hecessaty fob them 1o entel, move
within, teroain in ahd depali fioun Papua Wew Guinea and 1o welk oh ol ih cehhectich
with 1the Project.

—44 -



Mining (Ok Tedi Agreement) 9999 Sch.

30.3 The Cawnpanyshal | progiessivel y teplace foleigh technicians, opelatols,
supelvisaly, clelical , seim-plofessional, professiohal, adimnistiative and mahagetial
staff exmployed with the appioval of the State with Bapua Mew Guiheahs ih
accoldance with the taining and lecalisation progtamuoe which folims pall of 1he
A pploved Proposals plovided 1hat if1he Ltaining and localisalich pleglane is
distupted by cilcomstahces o events [whether ot hot they constitute folce majenre
within Clanse 3&) which ih the Compahys view make it difficalt ol iimpossi ble ol the
Couwmpa ny Lo counpl ¥ with 115 obligatichs ondel the traim ng and localisaticn
ploglunoe ol 1o opelale plofitably by reaseh of that preglumioe, the Cowpahy may
give holice theteof 1o 1he State togeiher with alterhative ot levised plans o achieve
the cbjects of the paul of the tiaining and lecalisatich ploglamioe which is affecled
and the State shall within ohe month of 1hat hotice cithel—

[2) apptove those alternatlive ot tevised plans, ot
[b) moeet with 1the Cownpahy 1o discoss the alterhative ob tevised plans.

If the discussichs undel palagtaph [b) do hot lead 1o the Slale’s apploval of alletnative
ol tevised plans (which apploval shall hot be ohreasanably withheld) the Company
shall be bouhd by s ohigi hal obligahchs uhdel the ttam hg ahd locahsatich
pleglamoe excepl that it shall net be liable for any del 1y cased by following the
plocedutes undel this subclause and subject al ways 1o the Coumpany being able 1o
claim force majente undet Clanse 3& heveot.

304 The State shall give soch assistance iothe Comnpany as1s teaschably regoiwed
in the coumpilatioh of its trai ning and |ecalisatich plogtaimuoe ahd in the tecluitoent of
Papua Mew Guiheah staff, and shall imake available uhder hotima | conditichs its
facilities 1n vocational and technical ltaining.

30.5 The Counpany shall ensuve that ttaini hg ahd instioctioh for Papoa Mew
Guoiheahs polsvaht 1o the ttaih hg ahd lecahisatioh ploglamime shal | be giveh by
employees ol agents of the Cowpany who ate pleficient in the English language.

30.5 The Coumpanyshall in so far as1s placticable give fitsl preference in
employiment 1o the lahdewhels ih and olhet pecple ctigi hati ng fiown the Kiohga and
Telefowmin sub-plevinees of the Wesleth Plovi hoe.

GLAUSE 21 SUPPUES

31.1 The Cawnpanyshall vse selvices, foodstuffs, supplies, fuels, matetials, plant
and machihety supplied, produced ot manofactoted in Papoa Mew Coinea whenevet
the saine cah be oblaihed ih ecohawnic quantities, al a competitive plice ahd ave of 2
qualily campatable with these available floun cotside Papoa Mew Guoinea.

312 The Commpany shall, whete 11 15 hecessary o impold vehicles, machinery,
plant ot equi puoent and soch ilews ate hat putchased divect floun the manofactoret by
the Cawmpany, effect the pulchase of such lewns thicugh tradets opetating in Papoa
Mew Guinea provided thal such itewrs ate available thicugh such tradets at 2
cownpelitive plice ahd oh competitive telits ahd plovided al ways that the Counpahy
shall hot be bound Lo cownpl ¥ with this Claose in any case whete comnpliance woold
adwelsely affect its financing of the Project ot ahy pal theveof.

GLAUSE 22 LOCAL BUSMESS DEVE LOPMENT
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321 The Company shall plornote, suppoil, ehcontage ahd lend assistahce 1o
Papua Wew Guiheahs desitous of establishing enterplises ahd businesses ploviding
goods and selvices fol 1he Pigject and fol the town cohstiocled by the Cawmpany and
the residents thereof, ahd shal | genetally prownote, suppolt, ehcoutage and assist the
establishiment ahd opetatioh of local entelplises in the Mihing Alea, ptovided that
nething in this Clanse shall cblige the Company to lend moohey 1o any Papua New
Guoinean o local enterplise.

322 The Cownpanyshal | mmake imaximom use of Papoa Mew Goiheah sub-
contlaclols whele selvices abe available flouo thern al competitive plices and of
cownpalable stahdatds with 1those oblai hable fioun elsewhete, whethel i nside ot cutside
Papna Mew Guinea.

32.3 Inscfal as il is practicable the Company shall give fitsl plefetence in its
assislahce hetenndel to lahdownets in ahd othet people ctiginating fioum the Kinnga
ahd Telefoumh sub-provihces of the Westeth Province.

324 The Caunpany shal | appoi n fot such petiod as is teaschably heceszaly,
meimbet of its staff who has had expetience within Papoa Mew Goinea of the
establishioent, contiel ahd day-1o-day tunhihg of enletplises conltalled ahd Luh by
Papua Wew Guineans and whe shall, in consultaticn with the De patiment of Buosiness
Cevel opment—

[a) identify activities telated 1o the Project i neludi hg the provisioh of goods
ahd selvices as desclibed above which cah be cathied oh by Papoa Mew
i heans o local enterplise;

[b) advise and as=ist Papua Mew Guineans desitous of caltying oh those
activities o of establishing enterplises 1o do the sune;, and

[) implement, o assist i the implementation of, the bosiness devel opument
ploglamne as hetei hafler desclibed oh behalf of the Coumpany.

The staff imeimbet appoi hled for Lthis potpose shall be a full tune emmployee of the
Cowmpany.

325 Dawncoshall,in cohsullatich with the Blate, prepate a2 busi hess development
plogtunme for the devel opuoent of Papoa Mew Guoihean busihesses ahd enfetplises
associated with ot incidental 12 1he Pigject which shall be subuitted as pait of
Caumco's proposals ondet Claose 8.

326 The business devel opunent ploglaimune will make plovisich as fal as is
placticable fol the followi ng—

[a) enletplises invalved in the suppl ¥ and mwaintenance of i hing equipuoent
[other than that cattied oot by the Cowmpany) and the provision of
cohsmnable supplhies;

Ib) subconltacting to self-emplowed equipiment opelateis of toad consitoctich
ahd maihie hahoe,

() subconltacting of sile plepalation, cohstinctich ahd mmai hieha hoe of
houses, govethiment buildings, industtial facilities and other wotks and
buildi hgs and facilities 1o be eslablished, incloding concieli ng, welding,
lank cohsiioctions, sleel fablication, plombing, electtical wolk and
tiunberwotk;
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[d) entelplises ihvolved 1h lowh selvices such as sewelage ahd garbage
collection, treatiment and disposal , passengel transpett, fieight catliage of
cohsumel itewms 2hd slevedoling (except in el atich o the shi pping of the
produce of the mmne],

[e] ehlelplises ihvolved 1h ltade slobes, supelhmatkels, othel ietail collets,
canleens, teslanta nis, lavehs, i hewas, social clubs, cleaning and laondry,
and vehicle 1mai ntenance and vepail facilities,

(f) enteiplises invalved in the suppl y of fiesh fruits, vegetables, meat and
fish;

and may il nde provision for othel activities agteed 1o by the Commpany and the
Hate.

327 The business devel opuoent ploglaimuoe shall alse inclode details of—

[2) the time schedule fot its implementaticn,

[b) those additichal activities which coold be established by Papua Mew
G heahs;

[c] those activities in which the Couopany intends 1o commmence apetaling bot
which will be llansfelved 1o Papua Mew Cuiheans al a latet date, oh a
cawrunielci al basis;, and

[d] any facilities by way of ttaining, technical or financial assistahoe which
cah be imade avail able 1= faci litate the simacth trahsitioh of ownelship and
apetation 1o Papua Mew Goineans.

328 The busihess devel opimenl ploglamoe shall be teviewed ahhoally by the
Couwmpany, ih cohsollatich with the Sate, and ioay be alteted by mmotlnal cohsent
bet ween the Cownpany and the Slale with 2 view o seculing 1he imaximmn benefil 1o
Papua Mew Guiheahs and local enletplises fioun the opetations of the Cowmpany and
the cattying ool of Lthe Project.

GLAUSE 22 NSPECTION

33.1 The Coumpany shall allow the State at al| reaschable tioes 1o inspeci 1he
books of account and vecolds of the Cammpany telating 1o the Cownpany’s opetalichs
uhdet this Agteeinent and 1o ahy shipuoent, sale o nse of prodocts of such opetations
1o 1he extent hecessaly o deletimne OB, Revehoe and Wel Simellet Returhs frowm
pledocts, and 1o lake extlacts ol copies thetefrom.

33.2 Thiooghouot the contihuahoe of Lhis Agreenent, the Counpany shall allow the
Elate a1 all teaschable tiwes o 1nspect ahy aspect of the Cownpany's opelatichs
heve under.

33.3 The Coumpany 1s hol obliged 1o commply with Claose 33.1 and 33.2 unless 1115
dealing wilth a plopetly accredited selvant ot agent of Lhe Stale whe shall establish his
aothality if 5o tequested by 1he Caumpany.

334 The plovisichs of this Clanse do hotih ahy way [t ot affect ahy powel of
inspectich given fo ahy petson ondet the Mming Acr ol any olhel law how ol heteafler
in folce in Papua Mew Goinea.

GLAUSE 24 TERMIMNATION

3+.1 Dwnco mway tetim hate this Agreement by hotice 1o the State ih the following
evehls—
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[a) if ah a=ssessioeht cattied oot by Damco promplly afler completich of Phase
Lofthe Agieed Wolk Preglumioe ol aflel the cowopletion of the fis1 fouor
thousand ioettes of diilling by Daioco putsoant thetele, whichevel shall
fist cocor, weveals 1hat i ndicated ote vesebves ave less than 250 mlhien
tonhes of ole having ah avelage glade of mmote thah .85%: coppel within an
atea in the Limumediate wicinily of M1 Fobilan, tecovelable by open pil
i hg at 2 total-wasle 1o ole tatio of hot gleatet than thiee 1o ohe, and
such assessioenl 1s accepled by ah ihdependent aotholily selected by the
Slate, if Dunco nelifies the 3late within one menth aflel the acoeplance of
Caiooo's assessment 1hal i1 proposes to abandan the Project;

(k] if at any time befote completion of Lthe Thvestigatiohs and Slodies it
demmehsitales 1o the Slale’s satisfaclion that on the tesulls of the
Ihvestigations ahd Siodies then cariied ool the establishioent and
apetation of a 1 he and clhet facilities provided for in this Aglecment is
hat fol the tine bei hg ecohaumical ly viable;

[<) if afler the completion of the Thvestigatiohs ahd Stodies befole giving
hotice 1o the Stale onder Claose 101 notifies the Slate thal it ploposes 1o
abandcn the P roject.

34.2 The Sate mway telimnate 1this Agleement by hotice 1o Damnco ol, afiel howminatioh
of the Cowmpahy by hotice 1o the Caunpany, ih ahy of the followi hg events—

la) if Dupco ok the Company makes defaull which the Slale cohsiders
matetial in the doe petfotmance and obsetvance of ahy of 1he covenants ot
abligatichs 12 the Stale hetein ot in the deed veferted 1o ih Clanse 10at in
ahy lease, sublease, hoehce ol othel tille ol docnmen! grahted ol assighed
ohdel this Agleement on iis pall 1o be petfolined ol obselved and such
defaultis net rewnedied ol active steps ale hol carmimenced and continoed
1o temedy the same if the defanltis of 2 1ype hot capable of speedy
temedy) ob coinpehsatich paid 1h tespect theteof (i the case of a defanlt
not ca pable of tewedy botl for which payment of cownpensation is adequoate
Lecoun pehse 1o Lhe Slate ol othets affected by the defanlt) within a peried
of sixly days afier notice as provided in Claose 34.3 s given by the State
1o the Cowmpany, ot if 1he al leged defaull is conlested by the Company ahd
within 1hilly days aflersuch notice 1 is subwmitled 1o atbitlation hereundet
then within a teaschable timme fized by the atbitiatioh awatd whete the
questich 15 decided agaihst the Commpahy;,

[b) if the Coumpahy abahdohs 1he Pigject ol tepodiates s obligatichs uhder
this Agtecnent and opelations ate hol tesmmed within 2 petiod of sialy
(&0) days aftlet hotice as provided in Claose 34.3 s given by the State 1o
the Compahy;

() i the Counpahy becownes ihsalvent, ol a besolotich is passed by the
Cowpany for its volontaty winding up [cthet than for the putposes of
veconsituclion 1n 4 mannet which has beeh a pptoved by the Sate), or an
oldet is imade by 1he Coull for 1he winding up of the Coumpany by the
Conu, ot the Commpany makes any cowmpasitioh ol attahgement with ils
cleditors which has net been approved by the State;

[d) if the Caumpany i kes a slatewnent 1o the Stale in ils ploposals ondet
Clanse & ob ol herwise upoh which the Stale rehes and which 15 matenal 1n
the Btate granting s approval 1o these proposals and the Company khew
that 1he Statewment was false ob misleading,
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[e) if the Special Bining Lease ol ahy exlehsiohs ol lehewal Lheveof is
plopetly folfeiled due 1o default by the Caunpany ol is suttendeved under
the Biining Act;

if) if Dunco does nat sobumit proposals i accotdance with Claose &,

[g] i the Slate does not approve Dance’s ploposals pulsnant io Claose @ and
Damco fails to vefer the matlet 1o atbiltatich 1h accordahce with the
plevisiohs of Clause 9.3,

[h) if Dupce does hal couopl ¥ with any awald made afier tefetence 1o
arbitiation as aforesaid, ov

i) f Daoco does nal howm hate the Company pursoant 1o Claose 10.1 ot the
Cownpany fails 1o entel inle a deed with the State 1h accotdance with that
Clanse, the Slale being veady and willing 1o do so.

34.3 The hotice 1o be given by the Statein tetns of Claose 342 shall specify the
hatute of the default or othel glonhd so entitling the Stale lo exelcise such Hight of
detenim hatich and where applopliate and known 1o the State the Party ot Palies
bes pohsible thevefol and shall ke given 1o the Coumpany ahd Daince.

344 Bol the putposes of Clause 34.2(b) and [c) the Company shal | hot be desmed
1o have abandoned the Project or tepodiated ils obligaticns not io have been woond op
uhless all petsons fob the limme being bound, whethel as assighees of the Campahy ot
othetwise, 1o petfolim the obligatiohs of the Counpa hy heveahder, have abahdohed the
Project ob repudiated the obligaticns o been wound op.

34.5 Ttihe default vefered 1o in Claose 34.2[a) shall not have been remedied (o0 if
active sleps have hol beeh cormunehced ahd cohtinved Lo temedy the same if the
defaultis of a 1y pe not capable of speedy teroedy) ot if compensation in bespect
theteaf is hat paid [in the case of 1 defaoll hot capable of tanedy but ot which
paymenl of coun pensatich is adequate tecoumpense o 1he Stale o othels affecled by
the defaull) afler such hotice ot within the titoe fized by the atbiltatich awald as
aforesaid the State 1 nstead of 1etum hating the Agleament becanse of such defaolt, may
itself Lanedy such defanlt or caose the sune 1o be vernedied [fot which purpose the
Slate by agenhls, wolkioen ol othetwise shall have full powel 1o ehlel upoh lahds
occopied by the Caunpany and 1o make use of all plant, machi nety, equipment ahd
insiallatichs therecn) and 1he costs and ex penses i nootted by the State in 5o doing
shall be a debt payable by the Counpany 1o the 3tate oh dermand.

345 Excepl as prowvided by Claoses 34.1 and 34.2, ot a5 is clherwise mmotoal [y
agleed, this Agiecment shall tetiminale upah the expity of the Special bining Lease ot
any exiensich ot lehewal thereot.

GLAUSE 35 CONSEQUENGCGES OF TERMINATION
35.1 T1ihis Agieeioent is letminated ih accotdahce with s letins fol ahy reasch at
any tioe:
[2) the Cammpany shall leave the Blining Avea in 2 safe condition 1o the

teaschabl e satisfaction of 4 1mini hg inspectol wha shall apply genelally
accepled stahdatds of geod mihihg practice.
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[b] the 1ights of the Campahy and those of ahy assighee ol mmoligagee of the
Cowmpany ondet 1this Agueeroent ot onder the Epecial Wining Lease ot any
clhet lease, licehce, Light ot glant gtanted heveonder ol potsuant herelo
and all the tights, titles, and interests of the Company and of any such
assghee o mmoligagee 10 and 1o any land in Papoa Mew Guoinea glanted to
the Company ol o such assighee fol any othel of the pulposes of this
Agreeinent shall thetenpoh cease and detetimine and [as the case may
tequite) shal | teve!d to the State flee floun ahy ehcumblances whatsoever,
but withoul prejudice 1o 1he liability of any of the Patties in tespect of any
antecedent bleach ot defaull undet this Agtesment ol ih tespect of any
indemnity given herennder,

[) the Coumpany shall fotthwith pay 1o the State all moneys that may then
have been payable o accroed doe herennder; and

[d) excepl as provided in this Claose ot ctherwise pltovided in this Agleement
hahe of the Paltics shall have ahy claim against ancthel of them in respect
1o any matlet ot ihing contained ih ot alis hgoutl of this Agreement.

352 Hihis Ageement is fol ahy beason tetminated pliot 1o the Cammmencement of
Consitoctich the Slate will allow the Cowmpany and Dunce 1 teaschable pelicd not
cxceedihg sia mohths withih which they inay temove froum the Minihg Abea ahy
sitnciuves ot inslallalions which can be remmowved withoot i teparable dunage 1o the
Wlining Avea ol any beroai hing sltoclotes ot 1hslallaticohs, and any vemevable assets,
whete such stroctures, installatiohs and assets webe placed by the Compahy o Danco
ih 1he Mining Avea afiet the date of thei L acquisitich by the Company ot Dance
heteunder. Upoh expity of thal petied, if nel temmeved, all such sitoclotes, 1nstallatiohs
and assets shal| becoune the plopetly of the State withoul ahy cost o the Slate olany
liability for the Stale to pay counpensatich therefor, and freed and dischatged froum all
maltgages ahd cther encombrances.

35.3 Tfthis Agiecioent is fol ahy teasoh othet thah ohdet Claose 34.20c)
telinhated after the Commuoehoemment of Cohstluctioh, all stroctobes and ihstall atichs
as ate teferted 1o in Claose 35.2 and all other plant, equipioent and hen-movable
assels of the Caunpany in the Mining Avea shall the tenpon becoune the plopetly of the
State withoutl ahy cost 1o the State ot any lability for the State 1o pay cowmpe hsaticn
therefal, and freed and dischatged fioun all mmoligages and othel encuobla hoes. Al
matetials, supplies and othel inovable amsets of the Cawpany in the Bini ng Alea
which ate fully depteciated fol tax putposes shal| likewise becowoe Lhe plopeity of the
Sate, bol any such mmateials, supplies and othet movable assels which ate hot fully
depleciated fol lax putposes shal | be offeled by the Coumpany fol sale 1o the Slale at
their depreciated valoe.

3% 4 The Coumpahy shall de ahd execote al | such deeds, docuiments ahd othel acts,
mattets and things [incloding surtenders) as the S1ale may teaschabl y vequive 1o give
cffect 1o the plovisichs of this Clause and the Commpany shall e ke available 1o the
Hate the vesults of the Thvestigations and Stodies 1o the extent that they have been
catiied oul by the Company befole the date of tetimnation.

35.5 This Clause shall cehtinuoe in fovoe hotwithstandi ng the tetim hatich of the
tesi of this Agreeioent and may be sued npoh of enfotced against the Company ot
Dameo by actich in the Matichal Coold of Papua Mew Goinea 1o the jutisdiclioh of
which fol this pulpose the Cawnpany ahd Dawoes heteby subumit.
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GLAUSE 35 FORGE MAJEURE

35.1 Any failove oh the paid of a Paity hetelo 1o compl » with ahy of the letirs
conditiohs and provisions of Lhis Agteeinent [excepl any obligaticn of the Cammpany
1o make pa woent of imahey 1o the Slate) shall net be gloonds for tetimnation ol give
anothet Paily herelo any claim for dunages insofar as such failuve atises fioun folce
majente, if the fitst-ioehtiched Pally has takeh all applopliale plecantiohs, due cate
and reasonable allerhalive ioeasules with the objective of aveiding such failube and of
calty hgouol 115 cbligations undel this Agtemoent. That Paily shall take all teaschable
mmeasules o lemove such ihabi ity Lo fulfil tetms and conditions of this Agtesment
with the o oo of delay.

352 Fot the putposes of this Agreemment, fotoe majente shall inclode wat,
ihsutbectioh, civil distulbahces, blockades, hols, eimba lgoes, st kes ahd othet laboul
conflicts, land dispules, epideinics, eald hquakes, stolims, floods ot clhel advelse
wealhel condilichs, explosichs, fives, lighthing, breakdew n of iachinety facilities ot
shotlages of laboul, ltahs potlation, fuel, powet ol essential plant, equi poent ot
maletials ot ahy othet evenl which the Pally claiming folee imajente could hot
beaschably be expected 1o plevent ol canltel, and in the case of the Company and
Dunce shall inclode ahy delay ot failute by the Slate 1o give ahy cohsent ol apploval
vequi bed hevenhder ot uhder ahy apphcable law bot shall hot 1hcl ode ahy event cansed
by a failuve 1o obselve good wmni ng indusity plactice nel any event caosed by
negligence in the plovision of adequate supelvision of the Pigject.

36.3 The Compahy o Dance [as the case mmay be) shall hatify the State oh its
becouming awate of ah event ol foloe iwajeure affecling its ability 1o fulfil 1he tetins
and conditions of 1his Agteeinent, ot of any evenl which besolis in the death ot the
selious ihjury of ahy petsen in the Mining Avea otany evenl which mmay endanget the
hatulal tesoutces ahd siomlatly hotify the Slale on the Lestotation of holimal
caonditichs.

GLAUSE 37 EXTENSIONS OF TME

37.1 Molwithslandingany plovision of this Agtecoent the Stale wway al the
beq uest of the Company o Danco frouwn time 1o tiioe extend any peliod veferted 1o in
this Agleement fol such peliod ol substiiole for ahy date referted 1o ih this Agleeinent
such later date as it thinks fit.

37.2 Tfand whenevet the Comnpany ot Daimcs is ptevented ot hindered by any
cilcnurslahoes ol event of a kind sel ool in Claose 36 froun ondetlaking all oL any of
ils obligalicns heteundel ol exelci=ing any light glanted heteundel ot if ahd whenever
a questich dispule ot diffetence cohcerhing the exetcise of a Light is vefetied to
atbittatich heteander, the pelicd of timoe allowed for the petfolimahce of that
obligatioh ol exelcise of that Light and all pelicds of tiioe thereafiet al lowed fot the
petfolmance of obligalichs ol exelcise of Lights which ate dependent upan the filst
mehtiched chhigatioh ot Hghts shall be extended by a peticd equal 1o the pericd
duling which such ptewentich ot hihdrahce contihues ot duling the petied fioum the
fimoe when the questicn dispule ot difference atose ontil the time of s selileinent by
aglecioent ot awald, a5 the case toay be.

-51-



Sch. 1

Mining (Ok Tedi Agreement) 9999

37.3 U al any tuoe ot fiow liwe 1o e plicl 1o the expitation of 1he relative
peticd [and ahy extensich theteaf] the Campany o Dwnce notifies the State that in
the cohdilichs theh prevailihg [whether 10 Papoa New Gmhea ol elsewhele) 1
bequibes an exlensich, for the peliod specified in the hotice, of the petied ioentiched 1n
Claose 1210 oudet 1o enable il 1o cownplete all matketing and fi nancial altahgemenis,
incloding the oblaining of equily capital, necessary ot tequisite for the plopet and
profitable developioent of the deposits i h the bining Atea and fothishes 1o the Slate
15 detai led veasons for concloding that it will vequite such an exiensich, then the Slate
shall applove such extension (if ahy] for that pulpose as is leaschable in the
&l bonursia hoes.

374 Where any peticd is ot is decioed 1o be extended ot any later date substitoted
fol an eatlier date uhder this Clavse, that petiod 15 so extended ot that latet date shall
be deained for all putposes of this Agleament 1o be substitoled fol the relative petiod
ol date tefetted 1o in this Agleement [nolwithstanding that al the time of such
cxlensich ot substiotioh such period mmay have expived ob such date imay have been

passed).
GLAUSE 28 ARBITRATION

38.1 TFal any timethere is ahy dispule, questioh ot difference of opinion belween
the Balties hetelo cohcething ol alis hg ool of this Agleement ol iis cohstiuclioh,
meaning, epetation ot effect ol cohcething 1he Lighls, doties ol liabilities of any of the
Paities heveto othet than a dispute, questioh ot diffetence of opinich atising uhder
Clause 23 ih vespect of which plowisioh fol selllemment ob detetimnatioh Ltheveof is
plevided in the Incowe Tax Acl, or othel than a dispule question ot difference atising
ohdel ot in telatioh 1o ahy matler deall with in Claoses 24 ot 25.2 or if thete is any
dispute questioh ot difference of opinioh which by the pteceding ptovisions of this
Agreemenl is 1o be ob imay be tefelted o atbiliatich the suoe shal | subject 1z Clause
32.2 stand refetved 1o 1he atbittation of a single atbitiater and such veference shall be
cohsideted a subimissicn within the mmeaning of thal expressicn given by the
Arbitration A 1951,

382 After any such dispule, questich ot diffele hoe of opi nich has alisen belween
the State on the ohe hahd and the Coumpany o Dance ot both of thewn oh the cthet
hahd ahy Pailyio that dispole, guestion ol diffete hee of opi hich may al ahy time phiot
1o the appeinioent of an atbilalol by concultence of the Palies ol patsuant 1o the
said Al by notice 1o the othet Paity ob Patics theteto el ect that the provisiohs of this
subclaose shall apply 12 such dispule, questich ot difference of opi hicn and in such
evehl—
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[a) the dispule, questich ot difference of opinich shall stand refetred 1o the
atbittation of thiee atbillatols ohe of whom shall be appoinied by the State
and ohe of whoun shall be appoihled by the Cowmpany ot Dunce
[whichevet is imote concethed with 1he dispole, question ot diffetence of
apinich ih issoe) ahd the thitd of whom shall be agteed upoh by the State
and the Caumpany o Dawoco (a5 the case mmay be) in wiiling and in defaolt
of agreeiment within foulteen days afiet the Stale gives hotice 1o the
Cowmpahy ot Danco (a5 1he case mmay be) ol the Compahy of Danco (as
the case imay be) gives notice to Lthe Slale tequiling the appoinlment of
such a thitd arbitimtcr shall be appoi nled 1n accoidance with the provisiohs
of the Arbitration Act 1951 froum a pahel of five atbitlatols 1o be
haumhated within a fulther petiod of foullech days thereaflet by the
President and Chaitiman of 1he Boatd of Ch teclols (ot failing him the
Chief Execotive] of the Asian Developioent Bank (ot failing such
haumhation, fioum ahy panel of arbiltatots which the petson or body
appaointing the thitd atbiltalel cohsidels satisfactary) PR OVIDED THAT
ho petsan shall be eligible fol appeintment as a thitd albittalet [onless the
Sate and the Company of Damcs as1he case mmay be clhelwise aglee in
wlitihg ih ahy patticolar case) if at the time of his ploposed appaintiment,
he is, ol has been a1 any liwoe plict thetelo 1 Giti zen ot tesident of Papoa
e w Cuinea ol the Cammmenwealth of Avsttalia, o, if any peiseh othel
thah the Company, Dunco or the State is ol 1 hdicates prict 1o the
appointment of the thitd atbittator that he inlends 1o be a pa iy 1o the
subumission (and onless the State, the Company or Dance as the case mmay
ke and each such clher petsen clherwise aglee in wiiting in any paidiculat
case], 2 citi z2eh ot tesident of the couniry of which that petson isa clizen
ol tesident;

[b) if any atbitiatol efuses 1o acl, is incapable of acting ot dies 2 hew
atbitrater shall be appeinted by the Paily appeinting the cliginal atbitrater
at [in the case of the thitd arbitiatot] ih accotdahce with the procedure
plovided fob ih Clanse 38.2(a);

I} if onh such a veference ohe Pally fails 1o appoint an atbiltalel eithet
aliginally ot by way of substilotich as afovesaid within foolieeh days afler
the other Party (having appointed s arbitrator) has given 1ol hotice 1o
appaoint such atbitlatol the atbiltation way ploceed in the absence of such
atbitrator;

[d) such atbitration shall be held ol such place [whether within ob cotside
Papua Mew Guihea) as the arbitiatels detetmine; ahd

le) subject 1o the preceding plosvisiohs of this subclause the provisions of
Clanse 38.1 shall apply 1o such atbitiaticn.

33.3 Teither paity toany atbittation ohdet this Clanse so tequests the atbitrator ot
atbittatols shall state ih 1he foun of a special case fol the opinich of the Matichal
Coull of Papoa Mew Guinea any question of law atising in the cootse of Lthe tefetence
and any epihieh given shal | be subject 1o the hotmal Light of appeal.

324 Arbiltalols shall have the powel 1o ctder specific petfolimance of an
obligation 1o be petfolimed ondet this Agreement and may, if they think fit, make an
intetim awatd.
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GLAUSE 29 LAW APPLICABLE

321 This Agteeineni shall be goverhed by ahd cohsiined 1h accoldahce with the
law of Papua Mew Guinex.

322 The Counpany shall in the constiuctioh, opetatich, i ntehahee and nse of
any wolk, instal latich, planl machinety, equi puoent, selvice ol facilily plovided ot
contielled by the Cammpany canply with ahd obselve the plovisions of Lthis Agleciment
and, 1= the extent hat incohsistent thetewith, the laws for Lthe tiime beihg in folce in
Papna Mew Guinea.

GLAUSE 40 ASSIGMNMENT

40.1 Sobject to Clause 40.2 ahd with the consent of the Stale, which cohsent shall
notl be nnreaschably withheld either Dunce o the Company may assigh, ot clthelrwise
dis pose of theil intetest ob Hghts uhdel this Aglesment,

402 T the case of ahy asighioent ohdet this clause the amighee shall undeltake
1o the Sale to ammoe, obselve and cownply with all the obligations of the Company ot
Dwnce in el atich 1o the wwatlel assighed ol 1o the extent of the interest assighed as the
case 1may be and, in the case of ah assighoent of all the Cownpany’s ot Daimeo's
obligations heveonder 1o 2 whel ly-owned subsidiaty ofthe Commpany o Dunee, that
subsidiaty shall nhdedake 1o the Stale to assuioe, obselve and comply with all the
temaini hg obligatiohs of Duimco ot the Cownpany ohdet this Agteanent. Aflet the
giving of ahy such uhdellaking the Campahy of Dance [as the case imay be) shall be
velieved of ils obligalions undel Lthis Agleement in telatich 1o Lthe mallel asighed ol 1o
the exten of the intelest assighed as the case ioay be withowul prejudice 1o ple-existing
nghts accroed 1o the Sate against the assighot.

40.3 MNolwithstandi ngihe foregoing plovisions of this Claose bul subject 1o
holioa | statolety applovals ih folce flom time 1o tioe, the Campany may—

() chatge by way of 2 fized ot floating chatge the whole ot any pait of its
uhdertaking and asses incloding 11s uncalled capital 1o secove the
vepayoent of, and payioent of intetest and othel fees, cosls and expenses
telated 12, all loans wade 1o the Counpany e fi hahce the plaject;, ahd

(bl mmotgage and chatge any specific asset (whetherveal ot petschal propetty)
io secule the pulchase plice theteof whete such amount has beeh
botiowed 1o finance the pulchase of thal assel;

and any molgagee ot chargee uhdel 2 imoligage o chatge gven by the Cammpany may
cxelaise all lights of sale and othel tights incloded in ahy instioment of ooligage ol
chalge given by it plovided it shall fitst give the State at least twenly-cight days
hatice of 1hlentich to exelcise the Lights.

GLAUSE 31 NDEMMTY

41.1 The Campahy shal | indemhify ahd keep indemhified the State ahd it
selvanls, agenls and conllaclels in lespect of all actions, suils, claims, demands ot
costs of thitd palties alising oul of ol 1h cohhectioh with ahy wolk caltied ool by o
oh behalf of the Cawnpany potsuant to this Agreenent ol telating 1o its opetatiohs ot
atisihg ool of ol ih cehheclich with the consltuclicn, imainlehahce, spelalich ol ose by
the Cowmpany ol ils selvanls, agents, cohllaclels, appoi nlees ol assighees of the wolk
consirocied, maintained and operated of selvices ptovided by il under this Agleanent
ol the plaht, appalalos ol equipimeht ihslalled 1h cohhechich thetewith.
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GLAUSE 42 YARIATION

42.1 The Patties may floun lime 1o time by aglecioent ih wiili hg add 1o, sobstitute
for, cancel ot vaty all ar ahy of the provisions of this Agtemnent, 1he Special Mining
Lease, any Lease for Mining Pulposes, ol any lease, licence, Lighl ol glanl glanled
heteunder ot potsuant hetelo ol e ahy ploglamioe, ptoposal or plan approved
heveundel fol the putpose of mote efficient |y ol satisfaclotil y implementing ot
facilitaling any of the objects of Lthis Aglecinent.

422 Where an agreement inade puisnani to Claose 42,1 constitoles a mmatetial or
subslantial alletaticn of this Agteament the aglesnent shall cohtain 2 declalatich 1o
thal effect and the Slale shall as soon as is placticable intiedoce and sponsal ih the
Matichal Parliament a Bill for ah Act 1o a pptove that agreement and give fotce of law
1o 1he alletation of Lthe lights heteondet. Thal agieeinent shall be subject Lo the couming
inlo effect of the apploving Acl.

423 Any octher agiesimem imade putsoant 1o Clanse 42,1 shal | be tabled in the
Matichal Patlizment by the State within the twelve silling days hext foll owing ils
cxeculich.

GLAUSE 42 CONSULTATION

43.1 The Campany shall censull fioun time Lo tine with teplesentatives of 1he
State and furnish the State at s mmenthly intervals with 2 tepoll cohcething the
following—

[a) the implementatich of the Liainihg and lecalisatioh pleglumne,

[b) the implementatioh of plovisions telating 1o lecal poichasing of supplies,

[<) the implementatioh of plovisions telating 1o local bos hess developroent;
and

[d] the implementatich of provisiohs telating lo ehvilehoentlal mahagement.

GLAUSE 44 PATENT AND TEGHNOLOGY RIGHTS

+H.1 All hew plocesses, hew 1oelhods of imahufactobe ahd othet mmechahical ot
technological 1 nhovatichs developed within 1he Piojecishall tewwain the plopelly of
the Cawpany. The Cawmpany shall apply fou, take ool and tetain such patents and
other techhology Lights and regisitations as ioay be available, hecessary ol desitable
1o protect the sune.

+H.2 The Coumpany shal | net sell, assigh, licence, sultendel of olhelwise dispose
of any of ils patents and othet techhology Lights excepl—
[2) oh the basis of ah atrslength lahsactioh, ahd
[b) with the phict apploval of the State.

GLAUSE 45 NTERMATIONAL OELIGATIONS

45.1 A section of the Ely Rivel folirs an intethational boundary belween Papua
Mew Goinea and the Republic of Indohesia and any dumage 1o i1s banks ot any
change in the contse of the Livet in the said section wil| be of cohceth 1o 1he
Goverhunenl of the Repoblic of Thdonesia as well as 1o the State. Accotdingly, the
Cowmpahy will ebtain the appteval of the State 1o the mannel in which ils activities in
the s1id seclich will be cattied cut.

+3.2 The Jtate will use its best endeavools to teach agreement with the Bepoblic
of Thdehesia 5o as 1o ehsule 1hat the Coawnpany is able 1o ose the said secticn of the Ely
Rivel for the potposes of the Project withoot andue i ntetfetence.
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GLAUSE 45 NOTIGES

46.1 All hotices, hotificatiohs, cohsents, applovals, ohdettakings, applicatiohs,
equesls, offels, tepolls, teluths and ploposals teqoived 1o be ol which woay be given,
made, furhished ol subumtted ondet this Agbeement shal | ohless the cohlext olhelwise
Lequibes be in wiiling sighed by a Binister of the Stale ot [as the case may be) 2
Diteclol ot the Secteta by of the Cowopany o Danco and if1h wiiting shall be
sofficientl y given, made, futhished ol subuitted if delivered ot ol posted by 2 prepaid
past 1o the addiess fol setvice of the patly ol palties 1o whaun i is 4o be given, mmade,
furnished ot subumtied and all such cormuinonications if posted as aforesaid shall be
deeioed 1o have been teceived in 1he cidinaty coolse of post.

452 The address for seivice of the State shall be—

The Direclor,

Office of Minelals and Enelgy,
P.0. Box 2352,

KONEDOBU. PM.G.

and of Daoco shall be—

Campiet blining Company Limmied,
140 Wil i un Street,

Welboolhe,

YICTORLA. 3000 AUSTRALLA.

ahd of the Compahy shall be its vegistered office fol Lthe time being ih Papoa MNew
Guinez. Any Pally may change its addiess fol selvice by pliol holice ih accatdance
with 1his Clanse.

+5.3 Where Daunco or the Cowmpany is requoited o sobemmt any plans, propesals ol
other imatetial for the approval of the State, the date of subum=sich shall be deeped 1o
be 1the date on which the Slale veceives the said plans ploposals ob othel mmatetial.

GLAUSE 47 ADMNTICMAL GOPPER PROSPECTS

47.1 The State agiees that it will hot fiow the date heteof until the expitation ot
catliel deletminatioh of the initial tetm of the Special BMining Lease 1o be glahled o
the Cowpany undet Claose 12.1(a) ol the deteimination of Lhis Agteeinent whichevel
shall fitst eocul (ol the potpose of 1his claose hereinafier efetred 1o as "the Teun of
this Agreement”), gtant nghls 1o any clher peiscn, except 1o Ok Tedi D.C. ol 1o soine
othel petsoh being eithel ahothel coumpany whelly owhed by the Slale and founed fol
the putpose of helding any of the Prospecting A uthetities tefetted 1o 1n this Clause ot
a petsch appointed by the State 1o hald the smoe whal ly for the benefit ofthe State,
fol the explolatich ot development of ahy coppel plospects withih the avea of lahd
desclibed in Frospecting Auhetity Mo, 211(P) ol cownptised 1h—

l2) Prospecting Aothoiity Mo, +15(M.G.) 21 the date of 5igni ng this
Agreeinent,

Ib) Prospecting A uthorities Mes. 28(P), 35(P), 71(P) and 137(P) a5 at 13th
March 1975, 1o the extent that the abeas cohla hed 1h 1his sub-pataglaph
[b) ate net incloded in B rospecting Aothotity Mo, 211(P) as a1 the
Comuoencing Date, and
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[) the Blining Atea 1o the extent thatl it ihcl ndes aveas of lahd hotl coveted by
Plros pecting A uthebities tefelted 1 in [a) and [b) above,

[Such aveas of land vefetred 1o in [a), [b), ahd (o] above being hevei hafler
tefetted 1o togethet in Lhis clause as the "Additichal Coppel Plospects")

without fitst affotdi ng Dunce [ptiol o the Company being nowm hated ohdet Clause

10.1) o the Company [aflel s howm hatich ondet Claose 10.1) ah oppoiiohily of

negoliating with the State with 2 view 1o the Slale’s granting tights 1o enable the

Additichal Copper Prospects 1o be developed by the Commpany ih asseciatioh with the

Project oh ho less favouolable telims thah ate cohlained ih this Agteament ih tespect of

the Pioject, excepl 1o the exlent thal the Slale ioay vequive Dauoco ot the Company (as

the case mmay be) to implement 2 proglaimoe of wolk in tespect of any such

Additichal Coppet Praspects, equivalent 1z a wotk proglamune the subject of 2 boha

fide offel fioun any othel petsan intetested ih explating ob developi ng the Additichal

Coppet Prospects.

47.2(2) Damco shall have the tight, within the petiod or extended petiod vefetved 1ain
Clause 5.1 fou the cowmpletich of Lnvestigaticns and Stodies, to plospect and
cally oul explotatich in consullation with the Slale oh any pail ob paiis of land
desclibed i the Prospecti ng Aothonities 211(P) and +13[MG) or any other lahds
the subject of the Plospecting A vtholities tefelved toin Clanse 47.10a) and [b)
and which abe a1 the tuoe the subject of any Pros pecling Avthotities held by any
campany wholly owhed by the Slale ol by any petsan whal ly for the benefit of
the Sate, the 1ights 1o which have hot ol herwise been granted 1o soine cther
petsah patsoant 1o Claose 4+7.1.

[b) Subject 1o the proviso hevei nafler cantained in this sub-clavse Dunco ot
the Campany may al ahy time duling the Tetio of this Agreement ohless
tights have clherwise been granted 1o soine cthel petsen polsoant 1o
Clanse 4+7.1, apply forahd be glanted a Prospecting Authotity ovel ahy
patl ol pails ofthe land desclibed in Prospecti ng A othotily e, 211(P)
and owet any Additichal Coppel Prospects ob pall of palts theveof
provided 1he applicant agrees with the Slate 1o catry ool ah exploratich
ploglamoe satisfacioly 1o the Slate in tespect of the lahd cohcethed
plevided 1hat Dwoce ot The Company shall not be entitled 1o apply for
ahd the Blate shall hot be obliged under this sub-clanse 1o grant a
Pros pecting A vtholily ovel ahy of the lahd al present the subject of
Pros pecting A othotity 415[MNG) ontil 27ih September 1977 and the Slate
may salisfy any obligation 1 glant 2 Prospecting Aotholily by caosingah
assiguoent, 1o the petsch entitled 1o the gtant, of a Plos pecting Aothatity
avel the land cohcerned held by saume other persan.

[<) The Sate agees that if doting the tetn of any Plospecting Authatity
glanied undel Clanse +7.2(b) or ahy venewal theieaf the Campany
subumits proposals 1o the State fol the developiment and opetation of 2
e ih bespect of ahy soch Additional Coppet Prospects the State will
negotiale with the Coumpany with a wiew 1o granling the Company a
Special BMining Lease in tespect of such Additicnal Coppel Plospects oh
tetims ho less favoulable thah ave contai hed in this Agreement.
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N WITHESS wheteof this Aglecioent has been duly enecoted by the Palties the day

and yeatfitsl heveinbefote wiitlen.

SISMED for and oh behalf of THE !

INCEPENDENT STATE OFPAPUA ]

MEW GUINEA by the Gowvernol-Genetal, ) Jahn Goise

SIR IOHM GUISE, acting with and ]

in accotdance with the advice of the i

Matichal Execotive Council 1h the ]

plesence of ]

Joseph 5. Acae

THE COMMOMN SEAL of DAMPIER !

MINING COMPANY LIMITED was ]

heteunie affized by aothotily of the ] Citectial
!

Comunch Seal

Boatd of Divectos in the plesehce of: Secielaly
Alan W Oglwy

G.0. Stephenscn

Mcha il 4 |.—Rgrasd work, progremma,

SCHEDULE |
AGREED WORK PROGRAMME
| OBJECTIVES

& 1o caunplde the Ihvestigatichs and Studies Stages of the Ok Tedi Prajedt,
includi hg delenninatioh of the aptimun developioent pattern for the
exploilation of coppet, gold and ahy othet mminetals of comunelcial inpatiance.

B Ihvestigation of mmarketing and finahcial mattels asoci ated with coumoetcial
developument of 1he Project, and detailed ehgi heeting evaloation, sofficient 1o

peliml irmunediate cowrune hoewme hl of cohsitoction of wining facilities ohoe a
decision with the Project has been ioade.

I TIMING

The Agteed Walk Proglamne will be campleled in accoldance with Clanse 5.1 of
the Aglesiment.

Il DETAILS OF WORK PROGRAMME

Sobjec 1o Claonse 34 of the Agreament the Agieed Work Programime will be 1hiwo
slages.

PHASE I—dlilling ploglanime with objectives as fol lows—

i) tedull and confino the watgins of the M1 Fobilan coppel otebady,
especially polential extens ohs of the atebady in potphyiy 1o the

south east;

(1] todiill and assess the potential of coppet-imi hetalized skatns which
1may be 1hcloded 1h the potential opeh pil xmmhg;

(i) 1o plove the cohtinoily ahd extent of the assumed gold veselve in the
leached cap at i1, Fubdilan and 1o diill ool these vesetves al a
spaci hg sufficient for detailed wmine planning and obe teselve
eslimaticn.
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T hese objectives will be Liopleinented as follows—

11 Copper—approximatel ¥ 15 1o 20 holes tetalling 2000 metres 1o 1est
the matgin of the 1. Fubilan inltusieh and o fiuo op the boundaly
of the coppet otebody. The aveas of sighificance ate the sootherh
atea ahd the holth ahd east ima g hs;

1)  Copper—ien holes tetal ling 2000 metres 1o test skaths which boond
the patphyry and which could be incloded in the proposed cpen pit.
Twa ateas of sighificance ate the Edinbulgh skath in the notth-west
ahd the Gold Coastskath 10 the sooth-east;

(1) Gold—atctal of 2000 mettes ih six ol seveh holes. Thiee of these

heles 1o be 400 or 500 1oeiies deep 1o penettale the coppel otebody
below the base of the ploposed opeh pil.

The tctal diil i ng contemplaied in Phase [ is S000 moeties. Ok Tedi Developuoent
Cowmpahy Py, Lid. is presently cartywngout a himted dilhng programoe which will
ancuht o 3000 1o 4000 inet bes of which 2000 oeties is estimmaled 1o cohllibule
divectl y 1o the objectives cullined above. The Phase L plogiamoe is 1hos budgeted for
42000 ioetves of additichal diilling.

PHASE [l—a futthel diilli ng plogluamne, i he plahni ng and wetal lurgical and
chgi heeting desigh wolk.
PHASE T DRILLING—1he objectives ae—
(11 teddll oot the Ok Tedi porphyiy coppel ctebody oh applomimale|y
100 imetre cenlies 1o plovide data fob detailed ole teselve eslimatich
and pit desigh;
(1) if justified by Phase [ tesults, diill oot oh appterimately 50 et e
cenites skarns which mmay beincluded in the propesed open pit.
These objectives will beimplemented as follows—
(i)  apptowimately 25 holes diilled 1o the avetage depth of the base of
the ploposed open pil (2 total of 9000 metres],
(i) if justified at least 20 holes 1o ah avelage depth of 200 1ot les
etalling 4000 ioelies) 1h skarhs.

Additiohal cenfitmatety diilling will be undellaken if necessaly in both patphyry
anhd skarh 1ype coppel 1 hetalisatich.

HINE PLANMNING—o ton thiougheoul the petiod of the wolk plogrammuoe with the
followi ng ohjectives—

(1 calcolation of mineable ole teselves and estimatich of the effect of
seleclive i hing oh glade and ienhage;

[ detetim nation of the eplimom mini ng plan for cost and capacity
asswmptichs that abe sel by the limiti ng faclols on project
thioughpot and also o detetimine if the limmtation is a fuhctioh of the

i,

[#) completioh of tock inechahics ihvestigations 1o detelimne fihal pit
slopes;

[iv) evaloatich of matelials hahdli hg systems i hvalving excavatioh ahd
lahspeiiatich of ole and wasle,
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(+] genetatioh of capital and opetating cost estimmates fol the mmine atea.

Ih patticolat the mine planhing will alse lake accountl of 1he presence of gold in the
leached copper capping and ensove that operaling plans ate both realistic and allow
fol the exttaction of imnetals occotlihg i ecohomic quahtities.

WETALLURGY—a contli hueus progtuamoe of welalluigical test-wolk oh coppet
oles will be ohdetlaken thioughoul Phase I of the wolk ploglanme wilh the mmajor
abjective of establishing desigh patameters for the proposed coppel concentatat. Th
oldel 1o achieve sighificant savings ih developent time i is hot planned o cohst ot
a pilet plant on site.

The vequited bualk moetal lorgical saople 15 estimated at 00 tohhes and 15 kel y 1o
be oblained flom latetal uhdergtoond develapuoent. The bulk sample will be
{lahspalied 12 a pilel plant and subjected 12 a full tange of mwetall orgical testing.

Imtial metallorgcal tes1 wolk oh gold cohtaihed 1h 1he leached copper capp hg will
be conducled oh cownpesite diill cobe sunples eatly in Phase IL 4 bulk sanple of
appltowimately 10 1ehnes will then be oblained eithel floun a latge diwneel cole ot
uhdetgtound developineht and 1ians polted to cohsnltant labotataties fol testing ih 2
simall pilet plant. The resultant data will be used in geld process plan design.

Ln conjunctioh with the woetall nigical pregramuoe 1115 anticipated that aboot 800
metres of nhdetgtound developiment will be completed with the moltiple porpose of
cxamhi g hatizanial ate vatiation, cottelating bolk sampling with diamand dull
sumpling, and obtainingihe bolk mmetallorgical samples.

EMGIMNEERING—in uhdetiaking and cownpleli hg the ehgi heeting aspects of the
wolk progtamune the cohcepts developed ih the 1972 WMcKee stody will be ful |y
teviewed. One of the objeclives will be 1o exum ne the possibility of an eatly gold
developiment and {ts influehce oh, ot benefit 1o, coppet cohstluctioh 2hd devel opment.
Ancihel objective is Lthe defailed asse=sioent of the skath imnetali zatich and ils
pasition in the developioent schedule. Foll coghisance will betaken of the inleglation
of the ploposed coppet and gold process hg faci lities.

U ixs ploposed 1o cowplele preliminaty desigh of all facilities within the petiod of
the wolk ploglumioe so thatl the technical wiability of the pioject can be finmoly
eslablished.

SCHEDULE Il
SCHEDULE Il
ENVIRONMENTAL IMPACT STUDY

| OBJECTIVE

The ohjectives of the ehvitohimental itmpact study abe to ehsule that—

[a) the effects of the Praject oh the existing ehvitohioeht abe | hvestigated;

[b] allerhative ways of achieving the Project’s objectives ate i hvestigated and
assessed 1h cidel 1o 1o himise the effects oh 1the ehvitohiment;

[<) the ;oeans 1o ptotect the Envi tenuoent fiown advese effects ate ploposed
ahd evaloated,

[d} the proposed Project is exam hed ih telatioh 1o existing local land-use and
the polettial tegichal development of the atea;
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[€] the intetested public ahd people in the atea affected ale given the
oppellunily to pallicipate in censidetation of the envitehmenta | effects;

[£) an envitohmental mahagement ploglamoe is prepated 1o apply flom the
tiume the Project corunences cohsituctich which mmahageient programune
will ihclude plovisioh fob applopliale cohtihni hg mohiloling ahd
asse=ime i of 1he effects of 1he Pigject on the Envitenment and will alse
lake acoount of the lumted present ose of the atea, 1he heed forihe
developument of the avea, the State’s desive for the Project 1o proceed and
be ecohaimcall y viable, and the effect 1he Project ioust hecessalily have
oh the Envitohimoent;

[g) ah envitohmental impact slalemment is plepated detailing the tesults of the
ehvilchumenlal inpact stody and the unpact the Project imay have ch the
Envitohiment.

I TIMING

T he envitchment 1 mmpact stody incl uding the prepatatioh of the envitchmental
umpact stalemment will be completed in accatdance with the tuoe specified in Claose
5.1 of the Aglecioent.

il SCOPE OF THESTUDY

The stody will cover the full tahge of envirchioental cohsequehces ofthe P roject.

T he envitehmenta | impact slatewnent shoold be a sel fcentla ned decmment and
inclode a stateiment of the objectives of the Pioject, a descliplicn of the ploposed
Project ahd opetatichs with maps, photos, techhical data ahd athet infotmaticn
velevanl 1o ah assessment of 1he ehvi lohioental effects, and reference 1o valicos hoh-
envilehmental faclols which ioay be of impaliance in woaking a decisicn aboul the
plopasal. The stateiment will incl ude a sumunaty of recorunendations including the
talichale suppotling Lthe selected plan of actioh and the soutces of infolmation,
tefele hoe doc mpehts, liletalole sculoes, ahd lesealch repolis used in the Stody. Uisto
be ah ohjective evaluation of 1he envitenoental 1impact of the Prgjecl. Snmimalies
which avoid techhical jaigon as far as possible should be available in English, botn
ahd Pidgih.

The stody will be divided 1 0ot wo parls cohoenitati ng tespeclively oh—
[a) the Ok Tedi Biver ahd catchioent; and
[b) the Ely River waterway and estoary.

FART A OK TEDI RIVER AND CATCHMENT
This pat of the slody will covel the fol lowing spﬂ:iﬁc peinis—

(i)  an analysis of the existing Envitohment. This ahalysis will inclode
the following:
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[2) a photogtummellic evaluation of lahd classes oh the basis of
wvegelative covel, slope and susceptibi ity 1o maj ol 521l
mevenenl ahd 1he prepatation of mnaps based oh a soilable
photawnesaic cottel ati ng this stody with data fion sofficient
field tiaverses o chatactetise the imai h soil gloonps, elosich
classes, diainage classes and an amsessment of cuttent land use
capability. The completed mmaps and accompanying
desciiplive bepolis shoold 1 ndicate acinal so1l distibotien and
delived assessimehl classes, ahd thos take inle account clunatic
factos and allow for furthet i ntetpretation in the light of
passible inaj ol chahges 1o 501 and tepegra phy following
mmm hgdevelopment. The sindy will 1hclode the avea
desighated fol tailings dis posal,

[B) 2 descripticn of sttewnflow dischatge and flood peaks by
continoous tecoltding oh the Ok Tedi above the lownsite, the
Ok Tedi at Mingermo and oh the Ok Bani ahd the Ok Mengn
attheit tespective confluences with the Ok Tedi;

=) 2 biogeochewmcal stody of the catchment taking ihte accoont
the flow of elewments fioim abictic 1o biolic and back 1o abiolic
cownpahents of the ecosystem togethel with a descliption of
stieanflow turbidily 2 hd suspended sediiment levels and
ahalyses of walel ahd sediments [if applopliale) fol ol ogical
o ygen dewnands, chemical caygen dewnand, cations, dissolved
o ygeh, fecal colifouns, inotganic catboh, inokga hic hittegeh,
1holtgahic phosphotos, acdity and alkalimty, tempelatobe, total
dissclved solids and itace elemments soch as lead, coppet,
malybdenmm, metcory, cadiminm and zing;

(d] a desclipticn of the ecology of the Ok Tedi Rivet and
calc hioent atea ineludi hg species and popolatiohs of tertestrial
and aquatic atganisns, habilals and commuonities, ecosysiemns
and an evaloatich of the heavy melal levels in the aquoatic
olgahisims of the catchiment stiears;

le]  a sociographic sulvey of village commmunities in the avea
1heludi hg plesent popolatich sttoctobe, populatich glowth,
selileioent patierns, inter-clan and intel-hamolet relaticns,
tradilichal oovernenis, land use patietns, water availability,
naiotal vesoulce use, hultitional and heallh stalos and colloral
ol alchealogical sites of impotlahce 1o the peaple.

ah amessioent of the envi tehmental fmpact of the Project by
cohsideling the effects of each of the counpohent phases of mmine and
ancilliary devel opioents oh the basic envitonmental studies detailed
inh item (i) of this pait. It is accepted that the mmine pitsite is 2 fized
ehtily ahd ho allethative cah be cohsideted. Fol each of the other
coumpohents of the mmine developiment alterhative plactical lecatichs
ol lreabinents shoold be consideved in ptinciple and teported. The
compahent stodies will ihclude the fol lowing aspects of imine
developnent—
l2) lecatich of walel intake including access 1oad and pipeline
sllocioles;
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(Bl  locatioh of hydroeleciiic genetaling stalich incloding the dan
anhd pond siroclove, boad access ahd powel 1Lansimission [1hes;

=) lecation of tailings disposal including altethalive disposal
possibilities and acoess toad location;

[d)  locatieh of waste dumps,

le) consltoctien of access oad inclodi ng powel Llahsmssion |ihes
whele these ate adjacent 1o the 1oad,

£  conslioction of cableway and ttansim=sion lines;

gl constioctioh and continning habilatioh of lown siles al the
Biver Pout, Mingetnm and Tabobal:

[h) opetatich of the mmine ahd concent tatat 1heluding

{iahspoliation, stotage and Llanshipioent of concentiate at the
River Port.

identification of the safeguatds 1o be ihcatpotated inte 1he Pigjestin
oldel 1o avaid o 1o himise the advelse ehvi lohmental effects of
cach of the commpohent phases of the mmine and anclhaty
developoents. This seclioh should also veview the cvetall
chvilohmental impact of the Ploject on this atea;

choice of action 1nclodi ng the tatichale fol the choice of a patticolar
coulse of actich. The ahalysis shouold i holude cowmpalative benefits
and costs [if available) and ehvitohmental considetatichs op to the
final selection of the preferted proposal. Aletnalive locations listed
fol each of the cammponent phases of the Praject in theil oidet of
preference should be fully discussed,

the impacl of the Prgject oh the tesident populatich assessed in
tetirs of the tesolts obtai hed frown the study cutlined in itew (i) [e],
of this pali the populalion’s Leaclions o the Ploject and the lehg and
sholl lelm covmumu hity benefits,

follow up actich requived ahd planhed for mmehileling and
assessment afler final Pigject decisions ave inade. This will ihclude
ploposals fol the vestotatioh and subsequent use of the umihe site,
12ilings ahd waste domp afier the completion of imni hg activily.

PART B THE FLY RIVER WATERIYAY AND ESTUARY

This pail of the slody wil | covet the fol lowing specific points—
[i) ahal ysis of the existing Envitchment. This ahalysis will ihclode the
following—

la]

hydiclogic study of streainflow, sediment ahd bedload by seaschal
swuopling flowm the estoaty 1o 04 Ibettis Juncticn. Tn the study,
measntements should be imade of the chewm cal cownposition of watet
ahd sediment as detailed 10 Tewn ()(c) for the Ok Tedi Biver ahd
catchiment,
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(b) asolvey alselecled points alohg the Fly River of aguoatic life for
species evaluatioh and chemnical ahal yses. Frown the tesulis of the
solvey 2 plediction should be atlempled 1o ndicate what effects
incremenial chahges in mmelal ioh ol oetal salt cohoentraticns in the
tiver will have oh the accmmulation of these elements ih aguatic
clgahmsms,

ic)  asorvey of the majol tettesttial commmonities adjacent o the Ely
Biver and alahgihe port-mmine acoess road and the proposed Ocean
Pat,

[d)  asolvey of the popolaticn sltuclute, popuolatich glowth, seltlanent
patterns, empleyioent and ook lity, land ose patterns, natotal
resculoe use, hottitional and health statos and coltolal ot
atcheslogical sites of Livel villages, villages alohg the poll-im he
2ccess load and poll sile avea;

[i1) ah assesmment of 1he envitonmoental impact of the mmining ploposal will be
mmade consideli ngthe effects of the counmpohent phases of the mine and
ancillaty developioents oh each of the basic envitohmenta | slodies
detailed in il [1) of this pal. For each of the coumponent phases of the
ancillaty developioents altethative locations will be considered in
princi ple and repoited. The compohent sttoctote will ihclode the
following aspects of the development—

(2] asmmupaty evaloatioh of all constiuction phases in velatich to

111 botaty steun seditoe nlatich and seaschal valiatizn in streun-flow
and sediment flow;

[b)  an evaluatich of heavy metal inpol and dil utich as 2 tesult of
cohlinoons smnihg opelaticns in the Ok Tedi headwatets,

€]  an evaluatich of the immpacl of diedg hg opetatichs al the poll site;

(4l ah evaluation of local cotlaminatich ahd immpact ol the poli site ahd
ilong the batge 1ootes in relation to water and aqualic clga hisios;

[e]  ahevaluatioh of the plajectin its tolality oh Lhe teltesitial
communities aleng the Ely Biver walerway, the poil-mine access
toad and poit site;

(i) identification of 1the safegualds 1o be i hootpotated inte the Praject in
oldel 1o avoid ol 1 him se the mmatelial advelse ehvi lohimehtal effects of
each of the counpanent phases of 1he 1 he and ancillaty developioents oh
the Ely waterway and estuatry. This section shoold also veview the ovetall
ehvitohmental impact ofthe Project oh this atea,

[iv) choice of action ihcloding the tatichale for the choice of a patticular
conlse of actioh;

[+ the impact of the Pioject an the tesident popalation of tivel villages,
villages alehgihe polttimne access toad and pott site atea, 1ncloding
appotiohilies fol business developiment. This seclicn shoold alse include
the teaclichs of the tesident popolation 1o the Project;

[vi] follow op action tequited and planned fol menileling and assessiment
after the final Praject decisicn is wade.
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SCHEDULE Il
THE INDEPEMDENT STATE OF PAPUA NEW GUINEA
Miring Act 1937 (Papua)of the Inde pendent State of Papua New Gulnea

SPECIAL MINING LEASE

L, TOHN SUISE, Govethol- Genelal of the Thdependent State of Papua Mew Guinea
by willue of the powels cohfetied by the BMining Act 1937 [Papoa) of the Ihdependent
Slale of Papoa Wew Goinea and the Wining [Ok Tedi Coppel Agtecment) Act of the
Ihdependent State of Papua Mew Guinea and all othet powels woe ehabling heveby
glant 1o ... [hevei hafier called "the Cownpany” which expressioh shall include i1s
sucoessols ahd assighs) 4 SPECTAL MINING LEASE over all those imhes veins
sewns ledes and deposits of coppel and geld as ate conlained 1h on ot undet all that
piece of land being the whole of the land patticolarl y desciibed and delineated oh the
plah ahhexed hetelo and sighed by oe fol the pulpose of identification and such othet
1 hetals a5 ave cownbined in the land with such copper and gold in such 2 way that
they musl hecessalily be mmined in 1he wmni ng of such coppet and gold in oh ol undet
the said lahd together with the tight and libelly 1o use the said land for the wmining of
such umihetals TO HOLD the said mines weihs seuns |odes and deposits for the tetin
of twenly one yeals fiown the ... day of ... Onethousand nine hundred and ... with the
light 1o tehew the saioe as plovided in the agieeioent mwade the ... day of .. Ohe
thoosand hine hundied and ... betweeh Lthe Slate and the Counpany (heteinafier cal led
"he Agleeinent”) YIELDTNG and paying thetefol a vent of K2.50 pet heclave pet
annmm and paying the teyaly provided forin the agieament and upon and subjed 1o
the provisions of the Agreement and the bining (Ok Tedi Copper Agreenent) Act ...
ahd subject therelo 1 the Mining Act 1937 [Papoa) of the Ihdependent Slate of Papua
Wew Goinea and subject 1o the following lelios and conditichs:

1. Subject lothe plovisichs of the Agtesment, the Compahy shall and wil|
cbselve, petfolm and catty ool the plovisions of the Binihg Act 1937
(Papua) ahd al| amendinents thereaf folihe timme being in fotce and the
tegulations fol the lime being ih fotoe mmade thetenndet, and [subject 1o
and as ioedified by the Agteeiment) those of the Tlini ng Act insofal as the
suoe affect ob have teference 1o this lease.

2. Witheool limting obligations immposed oh the Cownpany by the Blining Act
1937 [Papuoa) the Compahy covehahis io compensate the owhels of
private land in accotdance with that Act.

3. This lease shall tetminale on the tetim hatich of the Aglesnent ol upoh iis
foltfeilute andet the Wining Acl 1937 [Papua) whichevel shal | fitst eccur.
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Office of Legislative Counsel, PNG
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