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THIS ~ MINCRAL  PRODUCTION SHARING  AGREEMENT  (THIs
"AbHEEMENT"J 1S MADE AND UNTERED INTO IN MAXKATI, ML TRO
MANILA,  PHILIPPINES, THIS 5KD DAY OF Mngcn. 1980, -BY AND
DLIWEEN:

THE REPUBLIC OF THE PHILIPPINES. KEPRLSCNTED
BY THE SECRETARY OF THE UEPARTMENT OF ENVIRUNMENT
AND NATURAL RESOUNCES, WITH OFFICES AT THE
UEPARTHMENT  OF ENVIRONMENT AND NATUKAL HRESOURCES
BUILDING., VISAYAS AVENUE. DILIMAN, Quezon. C1Ty,
METHO MANILA (THE "GOVERNMENT"):

= AND -

LEPANTO CONSOLIDATED MINING COMPANY
("LEPANTO™), & CORFORATION DULY ORGANIZED AND
EXISTING UNDER THE LAWS OF THE PHILIPPINES, WITH
OFFICES AT THE 21ST FLOOR. BA-LEPANTO  BulLping,
8747 PASEOD  DE ROXAS, MAKATI, METRO MANILA,
REPKLSENTED  HERCIN Dy ITS CHAIRMAN AND curer
EXECUTIVE OFFICER, MR, FELIPE U, YAPR:

= AND -

FAR SOUTH EAST GOLD RESOURCES, INC. ("FAR
SOUTH EAST"), A COHPORATION DULY ORGANIZED AND
LXISTING  UNDER THE LAWS OF THE PHILIFPINES, WI1H
OFFICES AT 21ST FLOOR BA-LEPANTO BUILDING, #8747
FASEQO DE ROXAS, MAKATI, METRO MANILA, REMRESENTED
Y 1TS CHAIRMAN AND CHIEF EXECUTIVE OFFICER, MR,
RAMON A. RECTO, (JOINTLY REFLRRED TO HERLCIN AS THE
"CONTRACTORS"™) .

.

WITNESSETH:

WHEREAS, THE 1987 Cor . TITUTION oOF THE REPUBLIC OF THE
PHILIFPINES (THE "CONSTII TION") PROVIDES IN ARTICLE X[,
SLCTION 2 THAT  ALL LANDS  OF THE PubLIC DOMAIN, WATERS,
“INERALS, COAL, PETROLEUM, AND  OTHCR NATURAL RESOURCES ARE
OWNED Ly THE STATE, AND THAT THE ZXPLORATION, DEVELOPMENT,
AND UTILIZATION OF NATURAL RESOINCES SHALL BE UNDER THE FuLL
CONTROL AND SUPERVISION QF THE STATE:

) WHEREAS, THE CONSTIVUTION FURTHER PROVIDES THAT THE
STAYTE MAY  DIRECTLY UNDERTAKE  SUCH ACTIVITIES, OR IT MAy
ENTER  INTO CO-PRODUCTION, JOINT VENTUKL, OR PRODUCTION
SHARING AUREEMENTS WITH FIeieino CITIZENS, oR COMFORATIONS

UR ASLUCIATIONS AT LEAST SIXTY PER CUNTUM OF wHOSE CAPITAL
IS OWNED Ly suci CITIZENS:
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WHEREAS. BY EXECUTIVE ORDER No. 279 ISSUED ON JuLy. 25,
987, TWE  SCCRETARY IS AUTHORIZED TO ENTER INTO  MINERAL
PRODUCTION SHAKING AGREEMENTS FOR THE SYSTEMATIC DEVELOPMENT
INU UTILIZATION OF ‘MINERAL LANDS SO AS TO CONTRIBUTE To THE
GRUWTH  OF THE NATIONAL ECONOMY IN FURTHERANCE OF  THE
OLJECTIVES OF THE GUVERNMENT AND .THE CONSTITUTION;

WHEREAS, LEPANTOD IS THE LESSEE OR HOLDS MINING
RIGHTS OVER CERTAIN MINING CLAIMS UNDER VALID AND
EXISTING MINING LEASES LOCATED AT MANKAYAN, BENGUET
PROVINCE, WHICH MINING CLAIMS CONSTITUTE AND FORM PART OF
THE CONTRACT AREA AS HEREINAFTER DEFINED, AND WHICH MINING
LEASES SHALL CONTINUE IN FULL FORCE AND EFFECT FOR THE
DURATION OF THEIR RESPECTIVE TERMS BY THE PROVISIONS OF
EXECUTIVE ORDER NO. 211, SERIES oF 1987 AND DENR
ADMINISTRATIVE ORDER No, 57, SERIES OF 1949, AS
CLARIFLIED IN DENR CIRCULAR ORDER NoO. (b, SERIES OF "1Y89;

WHEREAS, LEPANTO., IS & PHILIPPINE MINING COMPANY WHICH
HAS BEEN IN ACTIVE MINING OPERATIONS FOR AT LEAST FIFTY
YEARS AND HAS CONDUCTED EXTENSIVE EXPLORATION WORK ON ITS
MINING CLAIMS, INCLUDING THE CLAIMS WHICH CONSTITUTE THE
UUNTRACT AREA AS HEREINAFTER DEFINED:

WHEREAS, LEPANTO RAE DISCOVERED THE PRESENCE OF GOLD-

COPPER PORPHYRY OREBODY BELOW 500 METERS ABOVE SEA LEVEL IN
THE CONTRACT AREA:

WHEREAS, LEPANTO Has ASSIGNED THE MINING RIGHTS TO THE
AREA LELOW 500 HETERS ABOVE SEA LEVEL WITHIN THE CONTRACT
AREA FOR EXPLORATION, DEVELOPMENT AND MINING OPERATIONS TO
ITS SUBSIDIARY, FAR SOUTH EAST., BY VIRTUE oF THAT ASSIGNMENT
OF MINING RIGHTS EXECUTED BY LEPANTO 1IN FAVOR OF FAR SOQUTH
EAST WHICH AGREEMENT WAS DULY REGISTERED WITH THE DENR-CAR

Baguto Crry onN  JuLy 20, 1989 anD APPROVED BY THE DENR
SECRETARY ON NOVEMBER 29, 198Y; .

WHEREAS, LEPANTO AND FAR SOUTH EAST HAVE CONDUCTED
FURTHER EXPLORATION WORK IN THE CONTHACT AREA AND HAVE
COMMENCED A FEASIBILITY STUDY;

WHEREAS, FAR SOUTH EAST wiILL UNDERTAKE THE MINING
DEVELOPHMENT  AND MINING OPERATIONS OF THE CONTRACT AREA AND
LEPANTO  shALL PROVIDE TCCHNICAL SCRVICCS ToO MANAGL  AND
CUNDUCT ALL MINING CONSTRUCTION AND MINING OPEKATIONS IN THE
CONTRACT AREA ToO FAR SOUTH EAST 1IN ACCORDANCE WITH THAT
MINING SERVICES AGREEMENT EXECUTED RETWCEN THEM ON MAY 16,
198Y,  DULY KCGISTERED ON JULY 20, 1Y8Y WITH THE DENR-CAR-

bacuto CrTy;

|
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WHEREAS, CONTRACTORS DESIRE TO CEDE "THEIR MINING LEASES
AND Hlui!5. UVER THE CONIKACT AKLA 10U e GOVLRNMUENT AND, IN
EXCHANGE, TO UNDERTAKE THE DEVELOPMENT AND UTILIZATION FUR
CUMMERC 1AL PURPOSES OF CERTAIN GOLD-COPPCR PORPHYRY DEPOSITS
EXISTING IN THE CONTRACT AREA AS HEREINAFTER DEFINED AND ANY
OIHER MINERALS WHICH MAY BE DISCOVERED IN SUCH CONTRACT AREA
UNDER THE REGIME OF A MINERAL PRODUCTION SHARING AGREEMENT
IN ACCORDANCE WITH THE CONSTITUTION. ExeEcuTIVE ORDER NO.
279, DENR ADMINISTRATIVE ORDER NO. 57, AS CLARIFIED BY DENR
CIRCULAR ORDER NO. 0b, BOTH SERIES OF 1989, AND 1IN
ACCORDANCE WITH THE TERMS AND CONDITIONS HEREOF

WHEREAS, CONTRACTORS HAVE AVAILABLE TO THEM  THE
CAPITAL, TECHNICAL COMPETENCE AND SKILLS NECESSARY TO CARRY
OUT THE MINING OPERATIONS HEREINAFTER DESCRIBED;

WHEREAS. THE GOVERNMENT DESIRES TO AVAIL ITSELF OF THE
FINANCIAL KESUURCES, TECHNICAL COMPETENCE AND SKILLS WHICH
CONTRACTORS ARE CAPABLE OF APPLYING TO .THE MINING OPERATIONS
OF THE PROJECT CONTEMPLATED HEREIN UNDER A MINERAL
PRODUCTION SHARING AGREEMENT. .

NOW, THEREFORE, FOR AND IN CONSIDERATION OF  THE
PHEMISES., THE MUTUAL COVENANTS, TERMS AND  CONDITIONS

HCREINAFTER SET FORTH, IT 1S HEREBY STIPULATED AND AGREED AS
FOLLOWS: '

SECTION 1
SCOPE

1ad THIS AGREEMENT IS A MINERAL PRODUCTION  SHARING
AGKEEMENT ENTERED INTO PURSUANT TO EXECUTIVE ORDER NO.
/79. THE PRIMARY PURPOSE OF THIS AGREEMENT IS TO PROVIDE
FOK THE EXPLORATION, DEVELOPMENT AND COMMERCIAL UTILIZATION
OF CERTAIN MINERAL DEFOSITS EXISTING WITHIN THE CONTRACT
AKEA. WITH ALL NECESSARY SERVICES, TECHNOLOGY AND FINANCING
TO BE FURNISHED OR ARRANGED FOR BY THE CONTRACTORS 1IN
ACCOKDANCE WITH THE PROVISIONS OF THIS AGREEMENT. THE
CONTRACTORS SHALL NOT, BY VIRTUE OF THIS AGREEMENT, ACQUIRE
ANt TITLE TO LANDS ENCOMPASSED WITHIN THE CONTRACT AREA.

1.2 CONTRACTORS SHALL UNDERTAKE AND EXECUTE, FOR AND IN
REHALF OF THE GOVERNMENT, MINInG OPERATIONS 1IN ACCORDANCE
WITH THE PROVISIONS OF THIS AGREEMENT., AND IS HEREBY
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CONSTITUTED AND APPOINTED FOR THE PURPOSES OF THIS AGREEMENT
THE EXCLUSIVE ENTITY TO conDucT MINING OPERATIONS IN THE
CONTRACT AREA,

1.3 UURING THE TERM OF THIS AGREEMENT THE TOTAL VALUE OF
PRODUCTION aAND SALE OF MINERALS DERIVED FROM THE MINING
OPEXATIONS CONTEMPLATED HEREIN SHALL e ACCOUNTED FOR AND

DIVIDED BETWEEN THE GOVERNMENT AND CONTRACTORS 1IN ACCORDANCE
WITH SCCTIoNn V] HEREOF,

l.u, THE  OBLIGATIONS oF THE  CONTRACTORS UNDER THIS
AGKEEMENT SHALL BE JOINT AND SEVERAL,

SECTION 11
DEFINITIONS

AS USED IN THIS AGREEMENT, THE FOLLOWING WORDS AND
TCRMS, WHETHER 1IN THE SINGULAR OR PLURAL, SHALL HavE THE
FOLLOWING RESPECTIVE MEANINGS:

2.1 "AGREEMENT" HEANS THIS MINERAL PRODUCTION SHARING
AGREEMENT, ,

2ui? ”AS&OLLAIED_MLMERALS" MEANS ORE MINERALS WHICH OQCCuRr
TOGETHER WITH THE PRINCIPAL ORE MINERAL .

458 "BUDGET" MEANS AN ESTIMATE oF EXPENDITURES To BE MADE
BY CONTRACTORS 1w MINING OPERATIONS CONTEMPLATED HEREUNDER
TO ACCOMPLISH THE WORK PROGHAM FOR EACH PARTICULAR PERIOD,

2.4 "CALENDAR _ YFAR" OR "YEAR" MEANS & PERIOD OF rTweLve
t17) CONSECUTIVE MONTHS STAKTING w]TH THE FIRST OF JANUARY
AND LNUING ON Dicempen 3], WHILL "CALLNDARWHQUAHIﬁﬂ" MLANYL A
PLRIOD  CONSISTING oF THREE (3) CONSECUT]VE MONTHS WITH Tue
FIRST  CALENDAR QUARTER STARTING WITH THE FIRST DAY oQF

2.5 "CENTRAL Bany" MEANS THE CENTRAL BANK OF THE REPUBLIC
OF THE PHILIPPINES,

2.6 "EQMMERQLAL__EBQDuﬁliQM" MEANS THE PRODUCTION OF
SUFFICIENT QUANTITY - oF HINERALS TO SUSTAIN ECONOMIC

WOKK  PROGRAM, PRODUCTION o GOLD-PORPHYRY (Une RCQUIRED 7o
'EST  AND/OK DEVELOP A proci SING SYSTEM 0R SUPPLY A PILOT
PLANT USED Fog SUCH TESTING N QUALITY anD YVOLUME SPECIFIED

i

7 e
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IN THE WORK PROGRAM SHALL NOT B CONSIDERED IN  THE
DETERMINATION OF COMMERCIAL PRODUCTION,

2.7 "CONSTITUTION" oR "PHIL1PP " MEANS
THE 1987 CUNSTIIUTION OF THE REPUBLIC OF THE PHILIPPINES,
ADUPTED BY THE CONSTITUTIONAL COMMISSION OF 1986 oN O0CTOBER
15, 1986, AND RATIFIED BY THE PEOPLE oOF THE PHILIPPINES ON
FEDRUARY 2, 1987/,

238 "CQUTRACT AREA" MEANS THE AREA WITHIN THE JURISDICTION
OF  THE KEPUBLIC OF THE PHILIPPINES WHICH 1S THE SUBJECT oOF
THIS CONTRACT.

2.9 "CONTRACT _YEAR" MEANS A PERIOD OF TWELVE (12)
CONSECUTIVE MONTHS COUNTED FROM THE LFFECIIVE DATE oF THIS
AGREEMENT OR FROM THE ANNIVERSARY OF SUCH EFFECTIVE DATE.

2,10 "CONTRACTORS" MEANS LEPANTO CONSOLIDATED MHINING
COMPANY AND/OR FAR SOUTH EAST GoLp RESOURCES, INC, AND THEIR
ASSIGNEE OR ASSIGNEES OF ANY INTEREST UNDLR THIS AGREEMENT
FROVIDED SUCH ASSIGNMENT OF ANY SUCH INTEREST IS
ACCOMPLISHED PURSUANT TO THE PROVISIONS HEREOF,

2 1 "DECI ARATION OF HINING FEASIRILITY" MEANS A DOCUMENT
PROCLAIMING THE PKESENCE OF MINERALS IN A SPECIFIC SITE THAT
ARE RECOVLRABLE BY SOCIALLY ACCEPTABLE, ENVIRONMENTALLY SAFE
AND ECONOMICALLY SOUND METHODS,

2.12 "EFFECTIVE DATE" MEANS THE DATE oFf APPROVAL OF THIS
AGREEMCNT BY THE PRESIDENT OF THE PHILIPPINES,

2.43 "ENVIRONMENT"  MEANS. PHYSICAL FACTORS  oF THE
SURKQUNDINGS UF  HUMAN LBEINGS, INCLUDING LAND, WATLR,
ATMUSKFHLKL, CLIMATE, SOUND, ODORS, TAsTE AND BIOLOGICAL
FACTORS  OF ANIMALS AND PLANTS AND THE SOCIAL  FACTOR: oF
AESTHETICS.,

2014 “EAELHILME_"DBﬂLR“ MEANS  THAT CERTAIN ORDER OF THE
PRESIDENT OF THE PHILIPFINES ISSuCD ON JuLy 25, 1937 AND
KNOWN AS ELXECUTIVE ORDER No. 279,

2.15 "EAELQRAILQN" MEANS THE EXAMINATION AND INVESTIGATION
OF  LANDS AND OFFSHORE AREAS SUPPOSED To CONTAIN  VALUAHBLE
MINERALS BY DRILLING, TRENCHING, SHAFT SINKING, TUNNELLING,
TEST PITTING AND OTHER MEANS, FOR THE PURPOSE OF PROBING THE
PRESENCE OF MINERAL DEPOSITS AND THe EXTENT THEREOF,

2.16 “EQBCE__ﬂAJEHRE" MEANS ACTS OR CIRCUMSTANCES BEYOND THE
REASONALLL CONTHOL OF THC PARTY ToO THIS AGRCUHMUNT AFFLCTYLD
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THCRLEHY., INCLUDING, WITHOUT LIMITATION, WAR, WHETHER
DECLAKED OK NOT., REBELLION, SEDITION, INSURRECTION, RI1OTS,
CIVIL DISTURBANCE, BLOCKADE, SABOTAGE, EMBARGO, STRIKE.,
LOCKOUT AND OTHER LABOR DISPUTES, EPIDEMIC, CARTHQUAKE ,
STOKM, FLOOD OR OTHER ADVERSE WEATHER CONDITIONS, EXPLOSION,
FIRE, ADVERSE ORDER OR DIRECTIUN OF ANY UOVERNMENT DE JURE
UR DE FACTO OR ANY INSTRUUMENTALITY OR SUBDIVISION THEREOQF,
ACT OF (GOD OK THE PUBLIC ENEMY, BRCAKDOWN OF MACHINLRY
HAVING A MAJOR EFFECT ON THE OPERATIOUNS, AND ANY CAUSE
(WHETHER OR NOT OF THE KIND HEREINBEFORE DESCRIBED) OVER
WHICH THE AFFECTED PARTY HAS NO REASONABLE CONTROL AND WHICH
IS OF SUCK A NATURE AS TO DELAY, CURTAIL OR PREVENT TIMLLY
ACTION  BY THE PARTY AFFECTED. ANY  PARTY CLALIMING FOKCE
MAJEURE., EXCEPT AS TO THOSE EVENTS OF GENERAL KNOWLEDGE,
SHALL GIVE NOTICE THEREOF TO THE OTHER PARTY WITHIN FIFTLEN
(15) CALENDAR DAYS FROM DATE OF OCCURENCE,

&l "FOREIGN_ FXCHANGE" MEANS ANY CURRENCY OTHER THAN THAT
OF THE KUPUBLIC OF THE PHILIPPINES ACCEPTABLE TO THE
GOVERNMENT AND THE CONTRACTORS.,

2.18.  "GOVERNMENT" MEANS THE GOVERNMENT OF THE REPUBLIC OF
THE PHILIPPINLY,

2.19 "GROSS MINING _REVENUES" MEANS THE GROSS SALES OF
PRODUCTIOUN LESS FREIGHT AND INSURANCE, SHELTING AND REFINING
COSTS.,

.20 "MILLING OPERATIONS" MEANS  THE PRUCESS OF TREATHENT
TO SEFAKATE IHE VALUALLEL MINCRALS FROM THE WASTE MATERIALS,

2.21 "MINE DEVFIOPMENT" REFERS TO STEPS NECESSARILY TAKEN TO
REACH AN ORLBODY OK MINERAL DEPOSIT SO THAT IT CAN BE MINED,

2.22 "MINERALS" MEANS ALL  NATURALLY OCCURRING INORGANIC
SUBSTANCLS IN SOLID, LIQUID OR ANY INTERMEDIATE STATE,

.23 "MINFRAL PRODUCTS"™ MEANS THINGS PRODUCED AND PREPARED
IN A MARKETABLE SIATE BY SIMPLE TREATHMENT PROCESSES SUCH AS
WASHING OR DRYING, BUT WITHOUT UNDERGOING ANY CHEMICAL
CHANGE OR PROCESS OR MANUFACTURING,

2.24 "

e

. A MEANS  MINERAL EXPLORATION,
DEVELOPHENT, PRODUCTION, AND ALL OTHER UPERATIONS NECESSARY
0 DISCOVER., DEVELOQOP AND EXTRACT HINERALS,

2.25 "&El;_ruﬂlﬂﬁ_mREJEHMES“ MEANS NET MINING REVENUES asS
VEFINED IN SECTION 7.3 OF THIS AGREEMENT,

OR

N 2 7

.76 "NOTICE" MEANS NOTICE 1IN WRITING, OR BY TELEX
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TELECOPY (AUTHENTICATED BY ANSWER BACK®" OR CONFIRMATION
RECEIVED) ADDRESSED OR SENT AS PROVIDED IN SECTION XIII OF
THIS AGKLEMIONT,

2.2/ "QRE" MEANS MINERAL OR ROCK EXTRACTED FOR PROFIT.

.28 "QORE__MINERAL" MEANS A MINERAL THAT CAN BE EXTRACTED
FROM Okt AND CONTRIBUTES TO THE VALUE OF THE ORE.

2.2Y "POLLUTION" MEANS DIRECT OR INDIRECT ALTERATION OF THE
FHYSICAL. THERMAL, CHEMICAL, BIOLOGICAL., OR RADIOACTIVE
PROPERTIES OF ANY PART OF THE ENVIRONMENT BY DISCHARGING.,
EMITTING., OR DEPOSITING WASTE SO AS TO MATERIALLY AFFECT ANY
BUNEFICIAL USE ADVERSELY, OR TO CAUSE A CONDITION WHICH IS
HAZARDOUUS  TO PUBLIC HEALTH, SAFETY OR WLLFAKE. OR TO

ANIMALS, BIRDS, WILDLIFE, FISH, AQUATIC LIFE, AND TO
PLANTS,

2,30 “SECRFTARY" MEANS THE SECRETARY OF THE DEPARTMENT OF
ENVIRONMENT AND NATURAL RESOURCES (LENR),

2.31 "WORK _PROGRAM" MEANS A DOCUMENT WHICH PRESENTS THE
PLAN  UF  MAJUK MINING ACTIVITIES AND THE CORRESPONDING
EXPENDITURES AND BUDGET OF THE CONTRACTORS IN ITS CONTRACT
AREA  DURING A GIVEN PERIOD OF TIME, INCLUDING THE PLAN AND
LXPENDITURES FOR ENVIRONMENTAL PROTECTION AND REHABILITA-
TION, DEVELUPHENT®OF HOST AND NEIGHBORING COMMUNITIES AND OF
LOCAL GEOSCIENCE AND MINERAL TECHNOLOGY, AS SUBMITTED AND
APPRUVED PUHSUANT TO THIS AGREEMENT,

SECTION 111
TERM OF AGREEMENT
5.1 THE INITIAL TERM OF THIS AGREEMENT SHALL BE TWENTY-
FIVE (25) CONTRACT YEARS FROM THE EFFECTIVE DATE, SUBJECT To
FERMINATION AS PROVIDED HEREIN, KENEWALLE FOM ANOTHER PERIOD

UF TWENTY=FIVL (25%) YEARS UPON SUCH TERMS AND CONDITIONS AS

MAY  BE  MUTUALLY AGREED UPON BY THE PARTILS OK AS MAY BE
PROVIDED FOR BY LAW,

SECTION 1v
CONTRACT AREA

4, SIZE AND SHAPE OF AREA - THIS AGREEMENT COVERS ONE
HUNDRED  IWENTY NINE (12Y) LEASED MINING CLAIMS, WITH AN

= e
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APPROXIMATE AREA OF 948, 9695 HECTARES ag SHOWN IN ANNEX A,
LOCATED IN TRE MUNICIPALITY _OF  MANKAYAN, PROVINCE OF
BencurT, THE SPECIFIC SI11f AND SHAPE oF THE CONTRACT AREA
ARE  INDICATED IN  THE HAP/SKETCH WITH THe CORRESPONDING
GEOGRAPHICAL COORDINATES As SHOWN IN ANNEX "B,

SECTION v

MINING FEASIBILITY, DEVELOPMENT
AND CONSTRUCTION PERIOD .

5.1 "MINING FEASIBILITY" - WITHIN SIX (6) MONTHs FROM THE.
EFFECTIVE UATE oF THIs AGREEMENT, CONTRACTORS SHALL  suBMIT
Tt DECLARATION of HLN%NG«EEASLBLLlTIDIQ THE SECRETARY WITH

A WORK ._eaa.c.ann__sga_nsxmgngwr AND. CONSTRUCTION foR THE NEXT ¢/
SUCCEEDING THREE (3) YEARS,

By "TIMETABLE" - CONTRACTORS SHALL  compLETE THE
DEVELOPMENT qf THE MINE INCLUDING THE CONSTRUCTION OF
PRODUCT 1 ON FACILITIES WITHIN THIRTY SIX (36) MONTHS FRoOM THE
DATL OF THE APPROVAL oFf THE DECLARATION OF MINING
FCastnicrTy, WITH AN EXTENSION oFf TWELVE (12) MONTHS
CONSIDERING THE  NATURE OF THE PROJECT, SUBJECT 710 SUCH
EXTENSION BAsEp ON JUSTIFIABLE REASONS AS THE SECRETARY HAY
E

5.3 "REPORTING" -

CA) “ANNUAL" - CONTRACTORS' SHALL  supwrT AN
ANNUAL  REPORT WITHIN NINETY (90) paysg AFTER
DECEMBER 3] -oF EACH YEAR WHICH sTaTES THE
MAJOR JACTIVITIES, ACHIEVEMENTS AND
EXPENDITURES DURING THE YEAR COVERED,
INCLUDING MAPS, AsSsAvs, ROCK  AND MINERAL
ANALYSES AND PROGRESS CEOLOGICAL anp SIMILAR
REPORTS DURINg THE DEVELOPMENT AND CONSTRUCT-
D

(B) "FINAL REPORT" - WITHIN 714 (6) MONTHS
FROM  Tug COMPLETION OF THE DEVELOPMENT AND
CONSTRUCTION ACTIVITIES, CONTRACTORS SHALL
SUBMIT - p FINAL kEPonT TO THg UOVERNHENT.
SUCH REPORT SHALL INTEGRATE AL INFORMAT ] ON
IN  MAPS Qf APPROPRIATL SCALE AnD QUALTITY ag
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WELL AS IN MONOGRAPHS OR REPORTS IN
NCCORDANCE WITH INTERNATIONAL STANDARDS,

SECTION VI
PRODUCTION PERIOD

b.l  “TIMETABLE" - CONTRACTORS SHALL SUBMIT WITHIN SIXTY
(bU) DAYS FROM THE COMPLETION OF THE CONSTRUCTION FACILITIES
A WORK PROGRAM FOR A PERIOD OF THREE (3) YEARS. CONTRACTORS
SHALL COMMENCE COMMERCIAL PRODUCTION ACCORDING TO THE
PERIOD(S) SPECIFIED IN THE APPROVED WORKX PROGRAM. FAILURE
OF CONTRACTORS TO COMMENCE COMMERCIAL PRODUCTION WITHIN
THE PERIOD SHALL BE CONSIDERED A SUBSTANTIAL BREACH OF THIS
AGREEMENT,

6.2 "WORK PROGRAMS" - DURING THE PRODUCTION PERIOD,
CONTRACTORS SHALL SUBMIT TO THE GOVERNMENT WORK PROGRAMS
COVERING A PERIOD OF THREE (3) YEARS EACH WHICH SHALL BE
SUBMITTED NOT LATER THAN THIRTY (30) DAYS BLEFORE THE
EXPIRATION OF THE PERIOD COVERED BY THE PREVIOUS WORK
PROGRAMS .

CONTRACTORS SHALL CONDUCT  MINING OPERATIONS AND OTHER
RELATED ACTIVITIES FOR THE DURATION OF THE PRODUCTION PERIOD
IN ACCORDANCE WITH THE DULY APPROVED WORK PROGRAMS AND ANY
MUDIFICATION THEREOF APPROVED BY THE SECRETARY PURSUANT TO
SECTION VI1] HEREOF,

b.35 "REPORTING" - i
(A) "QUARTERLY REPORTS" = DBEGINNING WITH THE
FIRST CALENDAR (QUARTER FOLLOWING THE
COMMENCEMENT OF THE PRODUCTION PERIOD,
CONTRACTORS SHALL SUBMIT WITHIN THIRTY
(3U) DAYS AFTER THE END OF EACH CALENDAR
UUARTER, A QUARTERLY REPORY STATING THE
TONNAGE OF PRODUCTION IN TERMS OF ORES,
CONCENTRATES, AND THEIR CORRESPONDING GRADES
AND OTHER TYPES OF PRODUCTS, VALUES.,
DESTINATION OF SALES OR EXPORTS AND TO WHOM
SOLDL, TERMS OF SALES AND EXPENDITURES,

(B) "ANNUAL REPORTS" - DURING THE PRODUCTION
PErtoD, CONTRACTORS SHALL SUBMIT WITHIN
SIXTY (6U) DAYS FROM THE END OF EACH CALCNDAN

W\
)
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YEAR AN ANNUAL REPORT INDICATING IN
SUFFICIENT DETAIL:

(1) THE TOTAL TONNAGE OF ORE RESERVES
WHETHER PROVEN, PROBABLE, OR INFERRED; THE
TOTAL TONNAGE OF ORES, KIND-BY-KIND, BROKEN
DOWN BETWEEN TONNAGES MINED, TONNAGES TRANS-
PORTED FROM THE MINES AND THEIR CORRESPOND-
ING DESTINATION, TONNAGES STOCKPILED IN THE
MINE  AND ELSEWHERE IN THE PHILIPPINES,
TONNAGES  SOLD OR COMMITTED TO BE SOLD OR
COMMITTED  FOR EXPORT (WHETHER  ACTUALLY
SHIPPED  FROM THE PHILIPPINES OR NOT),
TONNAGES ACTUALLY  SHIPPED FROM  THE
PHILIPPINES (WITH  FULL DETAILS AS © TO
PURCHASER, DESTINATION AND TERMS OF SALE),
AND . IF KNOWN TO CONTRACTORS. TONNAGES
REFINED, PROCESSED OR MANUFACTURED IN . THE
PHILIPPINES WITH FULL SPECIFICATIONS AS To
THE INTEKMEDIATE PRODUCTS, BY=PRODUCTS OR

FINAL PRODUCTS AND OF THE TERMS AT WHICH THEY .

WERE DISPOSED;

(IT) Work ACCOMPLISHED AND WORK IN

PROGRESS AT THE END oF THE YEAR IN QUESTION
WITH KESPECT TO ALL OF THE INSTALLATIONS AND
FACILITIES RELATED TO THE UTILIZATION
PRUOGHAM, INCLUDING THE' INVESTHENTS ACTUALLY
MADE OR COMMITTED;

(IT1)  PROFILE OF wORK FORCE, INCLUDING
MANAGEMENT AND STAFF, STATING PARTICULARLY
THEIR NATIONALITIES, AND FoOR FILIPINOS THEIR
PLACE  OF ORIGIN (I,E., BARANGAY,  TowN,
PROVINCE, REGION), -

. (IV)  OWNERSHIP OF CONTRACTORS, PARTI~-
CULARLY WITH RESPECI TO NATIONALITY.

EXPANSIONS AND. MODIFICATIONS OF . FACILITIES i

CONTRACTORS MaY TAKE EXPANSIONS, MODIFICATIONS, IMPROVE~-

FACILITIES AS IT SHALL CONSIDER NECESSARY
JPRIATE WORK PROGRAM APPROVED BY THE SECRETARY

ECTION VIII HEREOF,

MENTS AND REPLACEMENTS oOF THE MINING FACILITIES AND HAY  ADD

FOR THE

ATIONS, PROVIDED sSucH PLANS SHALL BE EMBODIED IN AN
PURSUANT

6}"
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SECTION VII
FISCAL REGIME
| “GENERAL PRINCIPLES" - THE FINANCIAL REGIME OF THIS

AGHREEMENT  SHALL BE GOVEKRNED BY THE PRINCIPLE ACCORDING
TO WHICH THE GOVERNMENT EXPECTS A REASONABLE RETUKN [N
FCONOMIC VALUE FOR THE UTILIZATION OF NON-RENEWABLE
NAIUKAL  HESUURCES UNDER ITS NATIONAL SOVEREIGNTY WHILE
THE CONTRACTORS EXPECT A REASONABLE RETURN ON ITS
INVESTMENT  WITH SPECIAL ACCOUNT To BE TAKEN FOR THE
HIGH RISKS OF EXPLORATION, THE TERMS AND CONDITIONS
PREVAILING ELSEWHERE 1IN THE INDUSTRY AND ANY SPECIAL
EFFICIENCY TO BE GAINED BY PARTICULARLY GoOD PERFORMANCE OF
THE CONTRACTORS.,

7.2 "OCCUPATION FEEs" - COMMENCING FROM THE DATE oF
REGISTRATION OF THIS AGREEMENT AND 'EVERY YEAR THEREAFTER,
THE CONTRACTORS SHALL PAY TO THE GOVERNMENT AN ANNUAL occu-
PATION FEE FOR THE EXCLUSIVE MINING RIGHTS OVER THE CONTRACT
ARLA AT THE RATE OF Pl10.00 PER HECTARE, -

/.3 "PRODUCTION SHARE" - FROM THE START oFf COMMERCIAL
PRODUCTION, THELRE  SHALL DE DUE TO0 THE GOVERNMENT A
PRODUCTION SHARE OF TWO PER CENTUM (2Y) ON  GLKuSS MINING
REVENUES ag EARLIER 'DEFINED IN SECTION 2.19 of THILS
NGKRFEEMENT  AND TEN PER CENTUM (10%) oN NET MINING REVENUES.
SAIL  SHARE  SHALL BE PAYABLE TO THE DENR REGIONAL OFFICE
CUNCERNED WITHIN THIRTY (30) CALENDAR DAYS AFTER THE END OF
EACH CALENDAR YEAR, -

NET MINING REVENUES SHALL HEAN GROSS MINING REVENUES
LESS:

(A) MINING, MILLING, REFINING, TRANSPORTING, -
HANDLING AND MARKETING EXPENSES WHICH ARE NOT
DEDUCTIBLE FROM GHOSS SALES;

(B) DEPLETION AND DEPRECIATION COMPUTED FoOR
TAX PURPOSES AND UNDER INCENTIVE LAwWS;

(c) FIFTEEN PER CENTUM (15%7) INVESTMENT
ALLOWANCE BASED 'ON NET ASSUTS  WHICH MEANS
PROPERTY, PLANT AND EQUIPHENT AS REFLECTED IN
THE AUDITED FINANCIAL STATEMENTS OF THE

0l
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CONTRACTORS NET OF DEPRECIATION AS COMPUTED
FOR TAX PUKPOSES AND SHALL EXCLUDE APPRAISAL
INCREASE .

ANY EXCISE TAX CURRENTLY IMPOSED AND PAID BY CONTRACTORS
SHALL BE CHARGED AGAINST THE PRODUCTION SHARE PAYABLE TO
GOVERNMENT., PROVIDED THAT IF THE EXCLISE TAX IN ANY CONTRACT
YEAR SHOULD EXCEED THE PRODUCTION SHARE AS DETERMINED IN
ACCORDANCE WITH THIS SECTION, CONTRACTORS SHALL NOT HAVE THE
RIGHT 10 RECOVER THE EXCESS FROM THE GOVERNMENT. PROVIDED
FURTHER, IF THE VALUE OF THE SHARE IS LESS THAN THE VALUE OF
THE EXCISE TAX., THE CONTRACTORS SHALL PAY THE EXCISE TAX
INSTEAD, o

/.4 "PRICING OF SALES" - THE CONTRACTORS SHALL ENDEAVOR TO
UBIAIN THE BEST ACHIEVABLE PHICE FOR ITS PRODUCTION AND PAY
THE  LOWEST ACHIEVABLE MARKETING COMMISSIONS AND HELATED
FEES, CONTRACTORS SHALL SEEK TO STRIKE A BALANCE BETWEEN
LONG-TEKM AND SHURT-TERM SALES COMPARABLL TO POLICIES
FOLLOWED BY INDEPENDENT PRUDUCERS IN THE INTERNATIONAL
MINING INDUSTRY, :

THE CONTRACTORS SHALL LIXEWISE SEEK A BALANCED DISTRIEBUTION
AMONG CONSUMERS, INSOFAR AS SALES T0 CONTRACTORS'
AFFILIATES ARE CONCERNED, PRICES SHALL BE AT ARMS-LENGTH
STANDARD AND COMPETING OFFEKRS FOR LARGE SCALE AND LONG-TLHRM
CONVKACTS SHALL BE PROCURED,

7.5 "SALE OF (GoLD- AND SILVER"™ - ALL GOLD AND SILVER
ProbLUCT LN OF CONTRACTORS SHALL BE SOLD TO I1HE CENTHAL UANK
Or  THE PHILIPPINES IN ACCORDANCE WITH THE EXISTING LAWS.
RULES AND REGULATIONS,

/.b "ASSOCIATED MINERALS"™ = IF MINERALS, OTHER THAN GOLD-
VUHHYRY COMPPER ARE DISCOVERED IN COMMERCIAL QUANTITIES IN
THE CONTRACT AREA, THE VALUE THEREOF SHALL BE ADDED TO THE

VALUE OF THE PRINCIPAL MINERAL IN COMPUTING THE SHARE OF THE
GOVERNMENT.

SECTION VIII
WORK PROGRAMS
8.1 "SUBMISSION TO GOVERNMENT" —- WITHIN THE PERIODS

PRESCRIBLD IN SECTIONS 5.1 AND 6.2 OF THIS AGREEMENT,
CONTRACTORS SHALL PREPARE AND SUBMIT TO THE GOVERNMENT THE

A
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WORK  PROGRAM AND BUDGET FOR THE CONTRACT AREA STATING THE
MINING OPERATIONS WHICH CONTRACTORS PROPOSEC  TO CARRY OUT
DURING THE PERIOD COVERED WITH THE DETAILS AND PARTICULARS
SET FORTH ELSEWHERE IN THIS AGREEMENT OR IN THE GUIDELINES
(DENR ADMINISTRATIVE ORDER  No., 57 SERIES OF 1989), IF
WITHIN SIXTY (bU) DAYS FROM RECEIPT OF THE WORK PROGRAM AND
Buncrr, wNoO NOTICE OF REVISION AS PROVIDED IN SECTION §.?
BELOW IS GIVEN TO CONTRACTORS, THEN THE SUBMITTED WORK
PRUGKAM AND BUDGET ARE DEEMED APPKROVED IN TOTO,

8.2 "EXAMINATION, REVISION" - SHOULD THE GOVERNMENT wiIsH To
PROPOSE A REVISION AS TO CERTAIN SPECIFIC FEATURES OF SAID
WORK PROGRAM OR BUDGET, IT SHALL WITHIN SIXTY (60) DAYS
AFTER RECEIPT THEREOF PROVIDE NOTICE TO CONTRACTORS
SPECIFYING IN REASONABLE DETAIL ITS REASONS THEREFOR, ANY
PORTION OF SAID WORK PROGRAM onR BupGeT as  To WHICH THLE
GOVERNMENT  SHALL FAIL To NOTIFY CONTRACTORS oFf PROPOSED
REVISION SHALL INSOFAR AS POSSIBLE BE CARRIED ouT AS
PRESCRIBED HEREIN, PROMPTLY UPON SERVICE OF SUCH NOTICE ToO
CONTRACTORS, THE GOVERNMENT AND CONTRACTORS wiLL MEET AND
ENDCAVOR TO AGREE ON THE REV.SION PROPOSED By THE
GOVERNMENT., IN ANY EVENT, IF THE GOVERNMENT AND CONTRACTORS
SHALL FAIL TO AGREE ON THE PROPOSED REVISION WITHIN THIRTY

DEEMED APPROVED SO AS  NOT TO UNNECESSARILY DELAY THE
PERFORMANCE OF THIS AGREEMENT,

K.3 IT IS RECOGNIZED By THE GOVERNMENT AND CONTRACTORS
THAT THE DETAILS OF- ANY WORK PROGRAM MAT REQUIRE CHANGES IN

THE  LIGHT OF CHANGING CIRCUMSTANCES, CONTRACTORS MAY MAKE
SUCH CHANGES PROVIDED THEY' DO NOT CHANGE THE GENERAL
OBJECTIVE OF ANY WORK PROGRAH._CUNTRACTORS SHALL PROMPTLY
ADVISE THE SECRETARY OF SUCH CHANGES, IF THE CHANGES  wILL
ENTAIL A VARIANCE oF AT LEAST TWENTY PER CENTUM (20%) oFf THE

BUDGLT, THEN THE CHANGE SHALL BE SUBJVECT TO THE APPROVAL oOF
SELCRETARY,

8.4 'HE GOVERNMENT's APPROVAL 0OF PROPOSED WORK PROGRAM

AND BuDGET anD AND  AMENDMENTS THERETO wiILL NOT BE
UNREASUNABLY WITHHELD,

SECTION IX
RIGHTS AND OBLIGATIONS OF THE PARTIES

9.1 "OBLIGATIONS" - CONTRACTORS SHALL:

R
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(A) PERFORM ALL MINING OPERATIONS IN
ACCORDANCE WITH THE GENERALLY ACCEPTED MINING
AND ENGINEERING PRACTICES PROVIDING ALL
NECESSARY SERVICE, TECHNOLOGY AND FINANCING
IN CONNCCTION THEREWITH,.

{B) PERFORM ITS ACTIVITIES WITHIN THE PERIODS
EXPRESSED IN THIS AGREEMENT., PLANS AND WORK
PKOGRAMS, SAVE AS MAY BE EXCUSED WY FoRCE
MAJEURE,

(C) FURNISH ALL MATERIALS. LABOR, EQUIPHENT,
AND OTHER INSTALLATIONS THAT MAY BE REQUIRED
FOR  CARRYING ON ALL MINING OPERATIONS. To
THE MAXIMUM EXTENT COMPATIBLE WITH EFFICIENT
OPERATIONS, CONTRACTORS SHALL GIVE PREFERENCE

* 10 PRODUCTS AND SERVICES PRODUCED AND OFFERED
IN THE PHILIFPPINES OF COMPARATIVE QUALITY AND
PRICE. IN PARTICULAR, CONTRACTORS SHALL GIVE
PREFLRENCE TO FILIPINO CONSTRUCTION ENTER-
PRTSES AND USE BUILDINGS WHICH CAN BE
CONSTRUCTED BY USING MATERIALS AND SKILLS
AVAILABLE IN THE PHILIPPINES, EMPLOY FILIPINO
SUBCONTRACTORS FOR ROAD CONSTRUCTION AND
TRANSPORTATION, AND PURCHASE PHILIPPINE
HOUSEHOLD EQUIPMENT, FURNITURE AND FOOD,

(D) CONTRACTORS SHALL. TO THE EXTENT FEASIBLE
AND ACCEPTABLE IN VIEW OF THE RATES AND
CONDITIONS AVAILABLE, MAXIMIZE THE USE OF
FILIPINO VESSELS AND OTHER MEANS OF TRANSPORT
AVATLARLE IN THE PHILIPPINES, ToO FACILITATE
TH1S. CONTRACTORS MAY SET JOINT ARRANGEMENTS
WITH FILIPINO CONCERNS FOR THE TRANSPORTATION
OF CONCENTRATES,

¢
(£) CONTRACTOS SHALL KEEP ACCURATE TECHNICAL
RECOKDS ABOUT THE OPERATIONS AS WELL AS
FINANCIAL AND MARKETING ACCOUNTS AND HMAKE
THEM AVAILABLE TO GOVERNMENT REPRESENTATIVES
AUTHORIZED. BY THE SECRETARY FOR PURPOSES OF
ASSESSING PERFORMANCE AND COMPLIANCE 0F
CONTRACTORS WITH THE TERMS OF THIS

AGREEMENT, //)/
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AUTHORIZED REPRESENTATIVES OF OTHER GOVERN-
MENT AGENCIES MAY ALSO HAVE ACCESS TO SUCH
ACCOUNTS IN ACCORDANCE WITH EXISTING LAWS,
RULES AND REGULATIONS.

(F) HOLD HARMLESS THE GOVERNMENT FROM ALL
CLAIMS AND ACCOUNTS OF ALL KINDS, AND DEMANDS
AND ACTIONS ARISING OUT OF THE ACCIDENTS OK
INJURIES TO PERSONS OR PROPERTY CAUSCD BY
MINING OPERATIONS OF THE CONTRACTORS AND
INDEMNIFY THE GOVERNMENT FOR ANY EXPENSES OR
CUSTS INCURRED BY THE GOVERNMENT BY REASON OF
ANY SUCH CLAIMS, ACCOUNTS., DEMANDS OR
ACTIONS,

(G) PAY TAXES OR OBLIGATIONS IN ACCORDANCE
WITH CXISTING LAWS, RULES AND REGULATIONS,
SUBJECT TO THE PROVISIONS OQF SECTION V]]
ABOVE,

(H) CONFORM ' TO  LAWS  AND REGULATIONS
RELGARDING,  AMONG OTHERS, LABOR, SAFETY,
DEMARCATION OF THE CONTRACT AREA, AND NON-
INTERFERENCE WITH THE RIGHTS OF OTHER MINING
OPERATORS,

(1) ALLOW ACCESS TO EXPLORATION AND
PRODUCTION SITES AND OPERATIONS BY INSPECTORS
AUTHORIZED BY THE GOVERNMENT.

(J) RECOGNIZE AND RESPECT THE RIGHTS, CUSTOMS
AND TRADITIONS OF INDIGENOUS' TRIBAL COMMUNI-
TIES OVER THEIR ANCESTRAL LANDS,

(K) CONTRIBUTE To NATIONAL DEVELOPMENT BY
HELPING DEVELOP THE HOST AND NEIGHBORING
COMMUNITIES OF THE CONTRACT AREA, LOCAL GEO-
SCIENCE AND MINING TECHNOLOGY, AND MITIGATING
ENVIKONMENTAL EFFECTS OF MINING OPERATIONS:

DEVELOPMENT oF HOST AND NEIGHBORING COMMUNITIES:
(1) THE CONTRACTORS SHALL COORDINATE WITH

PROPER AUTHORITIES 1IN PROVIDING DEVELOPMENT
PLANS FOR THE HOST AND NEIGHBORING

COMMUNITIES,

(11) THE CONTRACTORS SHALL HELP CREATE SELF-

SUSTAINING, INCOME-GENERATING ACTIVITIES,
L]

j?#”’
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SUCH AS BUT NOT LIMITED TO, REFORESTATION AND
PKODUCTION OF GOODS AND SERVICES NEEDED BY
THE MINE.

(111) THE CONTRACTORS SHALL GIVE PREFERENCE
TO FILIPINO CITIZENS, PARTICULARLY RESIDENTS
OF ITS HOST AND NEIGHBORING COMMUNITIES IN
HIRING PERSONNEL FUR ITS MINING OPERATIONS.
IF NECESSARY SKILLS AND EXPERTISE ARE
CURRENTLY NOT AVAILABLE, THE CONTRACTORS MuST
PREPARE AND UNDERTAKE A TRAINING AND
RECRUITMENT PROGRAM WITHIN THE FIRST YEAR OF
COMMERCIAL PRODUCTION AT ITS EXPENSE,

DEVELOPMENT OF GEOSCIENCE AND MINERAL TECHNOLOGY:

t1) THE CONTRACTORS., IN THE COURSE OF TS
OPERATIONS, SHALL  PRODUCE GEOLOGICAL,
GEOPHYSICAL, GLOCHEMICAL AND OTHER TYPES OF
MAPS ~ AND REPORTS IN SCALE, FORMAT AND
NOMENCLATURE CONSISTENT WITH INTERNATIONALLY
ACCEPTED PRACTICES AND STANDARDS,

(I1) THE CONTRACTORS SHALL SYSTEMATICALLY
KEEP THE DATA GENERATED FROM THE CONTRACT
AREA SUCH AS CORES, ASSAYS AND OTHER RELATED

INFORMATION, INCLUDING ECONOMIC AND
FINANCIAL, AND SHALL MAKE THEM ACCESSIBLE TO
STUDENTS, RESEARCHERS AND OTHER PERSONS

RESPONSIBLE FOR DEVELOPING GEOSCIENCE AND
HINERAL TECHNOLOGY AFTER DECLASSIFICATION,

ENVIRONMENTAL PROTECTION AND INDUSTRIAL SAFETY:

(1) THE CONTRACTORS SHALL PREPARE A PLAN OF
MINING AND MILLING SO THAT ITS DAMAGE TO THE
ENVIRONMENT WILL BE MINIMAL, TO THE EXTENT
POSSIKLE, CONTROL OF POLLUTION AND THE
TRANSFORMATION OF THE MINED-OUT AREA OR
MATERIALS INTO ECONOMICALLY AND SOCIALLY
PRODUCIIVE FORMS MUST BE DONE SIMULTANEOQUSLY
WITH MINING. AN APPROPRIATE ENVIRONMENTAL
IMPACT STATEMENT (EIS) MusT BE MADE ACCORDING
.TO THE FORM PRESCRIBED BY- PROPER GOVERNMENT
AUTHORITIES AND SHALL BE REQUIRED COMPONENT
OF ANY OF THE FEASIBILITY STUDIES OF THE

MINE.
: ¢ il



