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BRR Hello and welcome to BRR Media. Today I'm speaking with K&L Gates Partners,

Alex Eastwood from Perth and James Green from London, they have both
recently returned from the Indaba Mining Conference in Cape Town South
Africa. First of all good afternoon to you Alex.

AE Hi Scott how are you?

BRR Good thank you and good morning to you James.

JG Morning Scott.

BRR I'm starting with you Alex how did you find this year's mining Indaba?

AE Well overall | sensed people remained very optimistic, we spoke to a number of

companies and financial institutions and it was clear that despite tough market
conditions they remain very positive in relation to the market and the prospects of
financing where their projects have the right credentials. You know obviously a
project that has a stable legal mining regime, of which there are many in Africa, a
strong management team and obviously robust project economics.

BRR James what were your key observations at Indaba?

JG I think that despite tight equity markets and a decline in commodity prices, particularly
gold, many of the companies that we spoke to have reacted positively to those
challenges by reducing costs through project optimisation to make themselves more
economically robust and fundable. For example a lot of companies are looking at
reducing CAPEX through smaller heat leach projects rather than the more traditional
CIL plants and this means that the projects have still got a good chance of getting
funded and into production in the next two years. We also noticed a lot of interest in
the M&A space, cashed up companies are looking to grow or diversify their operations
inquisitively while prices are at an all time low and at the same time companies which
are cash constrained are also looking for divestment themselves of any non-key
assets. So we suspect that there's going to be continued consolidation this year in
particular in the West African gold sector where it makes sense similar to what
occurred late last year and the deals between Centamin, Ampella and PMI, SANCO
were two good examples of that.

BRR Thank you James. Now Alex what are the key challenges ahead for companies
seeking to develop projects in Africa?

AE Yeah look Scott | mean a lot's been written by commentators about changing legal
regimes and resource naturalisms, you know whether it be in the form of ex-
appropriation like what occurred in the DRC with First Quantum or through increased
royalties and taxes or value add refining requirements that are starting to be imposed
by African Governments. | think those issues obviously remain a very relevant
challenge for companies but they're a risk that will be factored into pricing and political
risk insurance and they're not necessarily unique to Africa. Certain countries in South
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America and in Indonesia are undergoing similar reforms. So in my view | think the
main key challenge for companies is still project funding, capital markets remain tight,
investor appetite is just not there for Greenfields projects or high CAPEX projects
which cannot endure the dilution of a traditional equity raising. As a consequence we
expect in 2014 that there will be an increase in more innovative and disciplined forms
of financing, whether it be in the form of joint ventures or merging cash with projects
through M&A or actual funding from private equity groups and you know either
approach to that form of financing will involve detailed due diligence on issues like
permit tenure and demonstrating past fiscal corporate and legal compliance with the
local laws of African countries. So it's really important from a financing perspective
that the banks or private equity groups can see that a company has complied with
those matters and also it's important that they see they have adequate policies and
procedures in place particularly in relation to bribery and corruption. We're currently
assisting various clients with African projects in undertaking their own internal legal
audit to ensure if you like that their house is in order before they apply for their mining
licenses or even before they open their books and make an approach to banks for
funding. You know companies often only get one shot at financing, so you know, it's
really important that they're on the front foot, they take advice and be on top of these
issues.

JG Yes and knowing the local legal and fiscal regime in which a company operates for
example, in francophone countries are harder — is a big step for them moving from
exploration into development, this is an area where we work closely with clients to
help them navigate their way through the process and ensure that at the end of the it
the knowledge and know-how remains in the company and its management.
Examples of some other key challenges include tax and fiscal compliance, managing
labour issues and disputes, community consultation, ensuring that the project has the
right government support, negotiating development agreements and mining
concessions and getting ready for project funding including data room set up and
getting the banks to come to the board with local requirements including complying
with repatriation requirements, establishing authorised foreign bank accounts, foreign
exchange compliance and registration fees for security arrangements.

BRR And finally you're both part of a K&L Gates Africa Group; can you tell me more
about this?
AE Sure Scott, K&L Gates sees Africa as a growing and emerging region which is only

going to keep growing, so we have a dedicated African group across our global
platform, our African group comprises over 87 lawyers with 25 offices across the
globe including in London, Perth and Paris and in addition to other sectors such as
power and renewable energy we have a dedicated energy and mining practice
devoted to Africa. We have worked in over 40 countries in Africa including Burkina
Faso, Cote d'lvoire, DRC, Ghana, Liberia, Sierra Leone, South Africa, Tanzania and
Zambia. Our London and Perth mining team have extensive experience in advising
TSX, Aim and ASX Listed companies with African projects and some of our team
have actually worked in-house as lawyers in companies and have significant direct in-
country experience in managing African issues for clients.

JG Yes just to build on Alex's comments, we've got a special focus on assisting clients
across the full life cycle from the very early stages of exploration and feasibility
through permitting, funding, construction and production, services include M&A in
country due diligence, equity capital markets, joint ventures, farm ins, NFI royalties,
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EPC and EPCM contractual arrangements and employment contracts, permitting and
approvals as well as representing sponsors and project financing with banking
syndicate and equity investments through all the way then to disposals of projects and

assets.

BRR Well Alex and James it's been very good to talk to you both today and thank
you both for your time.

AE Thanks Scott it's been a pleasure.

BRR You've been listening to BRR Media, with Alex Eastwood from Perth and James

Green from London who are both Partners at K&L Gates.
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