21 The amount of the initial capital to be mvested by the Company, |

STABILITY AGREEMENT

Drsuant to Articles 20 and 21 of the Minerals Law of Mongelia and to guarantee
a long term stable activity environment, this Agreement is entered into by and
hetween the Governiment of Mongolia, represented by Minister of Finance ot
Mongolia (the Minister) and Boroo Gold Company Limited {the Comvany) which
has been estabished under the laws of Mongolia, hqs cr-wﬂﬁcate of registration
No 21/498 and the holder of the mining licenss No A-32. undar the roguiramoents
of Mongolian legistation.

Article 1. Subject Matter

11 Mhis Agreement regulates relations with respect to legal guaranti:es to
provi(ip a stable tax regime, free sale and export of products at
nternational market prices and free use of hard currency dernved from
qud sales from the entire period of mining the "Boroo” gold deposit
[hcated in Bayangol sum of Selenge aimag of Mongolia by the Company.

Article 2. Genaral Provisions.

e of
a mining license, during the first five (5) years of the pat icular n;'\,u“f N
the territory of Mongotia shall be no less then fifteen (15) million
dollars.
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4 Mhe Company will be exempted from the income tax for the first three (3)
vears from the commencing date of its production and be entitled to fifty
(50) percent tax relief for the following three (3) years period. For the
I'(nv*nq vears the Company il pay fifteen (15) vercent tax {or ihe
vonual tavable income S ao to 10 900 000 [yonks

olus forty JH0L o oant
for U nous b winsh exceods 100 000 000 tl_";..m, e custony diies fos

arpolted goods shall be setat » Parcent and the VAT (or sindar
tax on wnpotted and dor m.?f-;h«');,lll\/ ';uiu goods shall be sel atten (1)
percent which are the rates established by he egislation effective it the
date of this Agreement.
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2.5 Inexporting its products, selling them at international inarket prices and
using the hard currency income derived from such sales, the Company
shall be granted the same rights and conditions as enjoyed by Mongolian
citizens and legal persons.

P
T

This Agreement will be terminated, if the Company fails to complete
performance of its obligations on mwstment as specified hereunder in
pa:awa;_)hb 4 2.4 3 within the peried exceeding six (6) months.

Article 3. Term

3.1 T'he lerm of this Agreement is from July 6, 1998 until July 7. 2008 for ten
(10) years.

Article 4. Duties and Rights of Company (Individual)

41 I'he Company shall fully perform its obligations under this Agreemeant and
comply with the legislation of M(mgoha

4.2 The Company shall invest in Mongolia no less than fifteen (15) million US
Collars during five (5) years following the signing of this Agreement.

Mhe investment may take the forims of cash, technology. equipment, raw
materials or goods.

4.3 The mvestment shall be made according to the following schedule.

No Date I Amount of Money 1 In Monetary In Other
Month/Year ‘ (thousand USD) Form Fonns
: Juby 1999 1,000 | 500 00
2 Juiy 2650 4 00U | 4.000 10,000
3 ‘
4
8
Potal Amount 15,000 S 4500 10500
e Company mvests qmore thiag s ‘;‘;iz»u‘.lv ff (O nvest e a parteuiar
sear, e cxeess amaunt soall be ociudzd into the naxt year s inveshment,
A Within a month following the annr cosary of this Agreement the Company
el OiTpare an annual mvesirost cooor o the TTOPVER NG Y BRI
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The Company shall initially deposit its profits derived from the sale of its
prodicts in an account opened at a commercial bank operating on the
territory of Mongolia.

If, as a result of the Minister's failure to perform his obligation under this
Agreement, or the guarantees provided for in the Stability Agreement were
not honoraed, the Company shall be entitled to the restoration of
gquarant=es and to sue for damadgzs in accordance with the procedures
specitied by law.

I'his present Agreement does not prejudice the Company’s right to
negotiate and conclude separate operating agreements specific to the
Boroo project with relevant agencies of the Government of Mongolia.

Article 5. Dutizs and Rights of the Minister

The Minister shall be responsible for providing the Company with the
guarantees and conditions spectfied in this Agreement and aimed at
securing a long term stable investment environment for the Company

Upon signing the Stability Agreement, the Minister shall notify Mongolbaiik
and other relevant organizations of the provisions of this Agreemeant.

If the Company fails to perform its abligations under this Agreemeant or it is
proved that it has seriously breached the laws of Mongoha, the Minister
shall notify the Company accordingly and unilaterally terminate this
agreement

Articte 6. Other Provisions
S partos shall amicably sette any disputes ansing ovor the

implementation of this Agreement. in case of unsettled disputes F'he
elevant Mongolian laws and mtc«,m;m(m::zl treaties shall be appls

Fhis Agreeimentis made in Ulasanbantar on 8 July 1998 two (2) contes
cach 1 Mongohan and English nguage, and the partios =hdl prosenya o
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AGREEMENT TO AMEND STABILITY AGREEMENT

This Agreement to Amend Stabilily Agreement i‘ mfered into, l*y and betwean the Government of Mongelia
4 or Gold Company Lid (Company) established

.

"“pl'&“%(»“ ied hy the tnister of Finance of Mong
ander the laws of Mongolia (certificate of registration No 1/’1‘.)8).

RECITALS
A Pursuant to L\rtiftek 20 and 21 of the Minerals Law of Mongolia and to guarantee a long term stable

environment for devalopm ant of the Boroo hard rock gold deposit (Pm;ect), the Min Tﬂu and the Company
have enferad into a Stability Agreement dated 6 July 1988 (Stability Agreement).

B Since the signing of the Stability Agreement, the Company has invested US54 5 wilion on infill driliing.
assessment and the preparation of a bankable feasibility study, and made progress in the development of the
Proect.
o Following the review of the feasibility study, the G mp'my has decided to increase its investment during the
B first five years of the Project from US$15million to 1) 15525 million and to incraase its total investment into the
B Project from US$20 million fo US40 million.

(T1S AGREED

Now therafore 1o 1eflect the increase in the projected investment in the Stability Agreement and fo clanfy cartain
provisions of the Stability Agreement, the Company and the Minister have agreed to make the following amendments to
the Stability Agreement:

i Thewords " fifteen (15) million US dollars” in Article 2.1 and 4.2 of the Stability Agreement shall be changed to
“twenty-five (25) million US dollars”.

) Thewords " until July 7, 2008 for ten (10) vears” in Aiticle 3.1 of the Stability Agreement shall be changed to
antil July 72013 for tifteen (15) years”.

Reniace the mvestment schedule in Article 4 3 of tha Stability Agraenient it tne followng
i :
! ] . s fou | il i
Mo Date . Amount of Money n Monetary Form ! in Other Forms
Month/Year - (thousand USD) ‘
| Jaly 1999 j 060 | SRy i £00
; | !
: ity 2000 ' 5000 T ERaN SRR
July 2001 j 19,000 ! £ 000 U0
i iy 2002 2000 {0 100
sy 2063 7400 NG Jon
R it J 25450 RERINY 19,500
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5 Add ihe ollowing at the end of Aticle 2 2 of the Ste ability Agreement:

“Fre Minister confirms that the Company may offset any VAT payable against any other taxes s provided for
in Article 1 of the Value Added Tax Law of Mongolia™

6 Add the following at the end of Article 2.3

"The Minister confirms that the Company will be entitled {o frecty export geld for the duration of the Project
7 Add the following phrase at the end of Articie 2.4

" heing 2.5% of the sales value of minerals.”
3 Add @ new Article 2.7 which reads as foilows:

"No property, licenses, titles or interest of the Company or its contractors used on or in relation to the Project
shall be suhject to nationalisation, compulsory acquisition or ilizgal confiscation by the Gevernment of
Mongohia”

9 Add a new Article 2.8 which reads as follows:

*38 The Minister confirms that the Company shall be liable oaly for the taxes of gereral appication in foice s
at the date of this Agreement (at the rates specified in this Agreament, or where not specitied, as applicable at
the date of this Agreement), and will be subject to the terms of the legislative regime which applied in Monge!
At the date of this Agreement. If any law or regulation 1s passed in Mongolia su thsecuant o the date of this
Agreement, which establishes a more beneficial regime for the Company, the Company may apply to bave the
henefit of that law by submitting a written application to the Mirister .

2
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0. Add the following at the end of Article 4.5

"It shall satisfy the purposes of this Article if the Company deposits into such an account on a monthly basis
the funds sufficient to cover the Company's projected fiscal ubligations to the Governmant of Mongclia for
p lmcul ar month, including payment of royalty and all forms of taxes in accordance with the relayan DIOVISHS

fihis Agreement. For the avoidance of doubt, the Company i»ay elain All siber OrOCeEds 0 s
pank and may frsely dispose of those proce eds

$1 Add the following at the end of Article 5.3:

However, the Minister shall notfy the Company in writing of =och aaor porformynce or Beoach id 1
Company shall have 120 days rom receipt of the rotification wem—d‘-z Soh 3 eon _‘x:;:"( AN O S
Ihe \/w‘ ter shall not unilaterally ferminate this Agieement if
) \T‘Lh‘,ﬁ a non-paiformarce or breach bas besn sl T T I e
dinisho .uumg, the 120 day penod, or
sy e Semeany hag ierdered to the Govermmentof Mhop i ianeins e i B
Q.Slrﬂ(l;il‘)i'\ L}f o Mhrasies ot 2 B oon a i \ Wt .
2 ) day periad
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ICSID Conventinn, itis agreed that the Company shall be treated as a

urposes of Aiticle 25(2j(b) of the
pational
qs shail be binding

Aritish

" award or decision, including an interimy aviard or decision, i such arbitration proceedings

on the parties and the judgment thereon may be entered in any court having jurisdicion tor that purmc
controversy or claim ~rising out of or relating 1o

For the purposes of this Article, a dispute me:zns any dispute,
wotor the hreach or validity thereofwirieh the paries e

Stabifity Agreement (0 amended), the P

mm’)l() t0 resoive hy mt m :.| agreement
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onfiict of

following as Article 5.2
{he laws of Mongola, including ifs ruies on the ©

LJ.,K

15 Add the

"f 2 This Agreement shall be governed by

ch rules of international law as may be applicable
Renumber the cuirent Article 6.2 to be Article 6 2, and add the following at the end of that Arficle.

1S amended) the English text

14 Renu
T casa of adispute relating fo the interpretation of the Stability Agreerment (.

shall prevail "
This Agreernent is made a part of the stabifity Agreement and shall be read in conjunction with it.

(' ‘Q’W/ . , .
5 % day of O 2000, in Uaanhaatar Mongotia, in hatp the
| By R 4 BRI
‘s

This Agraement is made elfective on the
Aovgotian and Erglish | nw jage
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