THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt
about the contents of this document or as to the action you should take, you are recommended immediately to seek your
own personal financial advice from your stockbroker, accountant or other independent financial adviser authorised
pursuant to the Financial Services and Markets Act 2000, who specialises in advising on the acquisition of shares and
other securities.
If you no longer hold any shares in Obtala Resources Plc (“Old Obtala”), please forward this document and the accompanying
documents to the purchaser or transferee or to the stockbroker, bank or other agent through whom the sale or transfer was
effected for transmission to the purchaser or transferee.
This document has been prepared in accordance with the Supplement to Schedule One of the AIM Rules. It includes, inter alia,
all information that would otherwise be included in New Obtala’s AIM admission document (if one were required under Rule
3 of the AIM Rules) and which is not found in the current public disclosure record, or in the current public disclosures filed
by the Directors of Old Obtala, as notified to a Regulatory Information Service (collectively the “Public Record”). The Public
Record can be accessed freely on www.londonstockexchange.com. Additional information on the Group is available on the
Old Obtala website on www.Obtalaresources.co.uk, where the document, which is dated 6 August 2010, will be available for
at least one month from the date of Admission. This document should be read in conjunction with the Form of Announcement
to be made by New Obtala at least 20 business days prior to Admission, the Scheme document and the Public Record.
The New Obtala Directors, whose names appear on page 9 of this document, have taken all reasonable care to ensure that the
facts stated in this document are true and accurate in all material respects, and that there are no other facts the omission of
which would make misleading any statement in the document, whether facts or opinion.
Application has been made for the issued and to be issued New Obtala Shares to be admitted to trading on AIM. AIM
is a market designed primarily for emerging or smaller companies to which a higher investment risk tends to be
attached than to larger or more established companies. AIM securities are not admitted to the Official List of the United
Kingdom Listing Authority. The rules of AIM are less demanding than those of the Official List. It is emphasised that
no application is being made for admission of the New Obtala Shares to the Official List. A prospective investor should
be aware of the potential risks of investing in such companies and should make the decision to invest only after careful
consideration and, if appropriate, consultation with an independent financial adviser. Each AIM company is required
pursuant to the AIM Rules for Companies to have a nominated adviser. The nominated adviser is required to make a
declaration to the London Stock Exchange on admission in the form set out in Schedule Two to the AIM Rules for
Nominated Advisers. Further, the London Stock Exchange has not itself examined or approved the contents of this
document. It is expected that Admission will take place, and dealings in New Obtala Shares will commence on AIM, on
17 September 2010.
You should read the whole text of this document together with the accompanying Scheme Circular. Your attention is
drawn in particular to the section entitled “Risk Factors” in Part II of this document.

Obtala Resources Limited
(Incorporated and registered in Guernsey under the Companies (Guernsey) Law, 2008 (as amended)
with registered number 52184)

APPENDIX TO AIM ANNOUNCEMENT
FURTHER INFORMATION IN CONNECTION WITH ITS PROPOSED ADMISSION TO AIM
Nominated Adviser and Broker

ZAI Corporate Finance Limited
Share capital of New Obtala immediately following Admission
and the completion of the New Obtala Acquisition of Own Shares
Authorised
Number
Amount
Unlimited

Unlimited

Issued and fully paid
Number
Amount
New Obtala Shares of 1p each

222,153,252 £2,221,532.52

This document does not contain an offer to the public within the meaning of FSMA or otherwise. Accordingly, this document
does not comprise a prospectus for the purposes of section 85 of FSMA and has not been drawn up in accordance with the
Prospectus Rules issued by the Financial Services Authority and has not been approved by or delivered to the Financial
Services Authority in accordance with such rules. Copies of this document will also be available free of charge to the public
during normal business hours on any day (Saturdays, Sundays and public holidays excepted) at the offices of ZAI Corporate
Finance Limited, 12 Camomile Street, London EC3A 7PT from the date of this document until one month from the date of
Admission.
This document constitutes a financial promotion and has been approved in the United Kingdom by ZAI solely for the purposes
of section 21 of FSMA.

ZAI Corporate Finance Limited, which is authorised and regulated in the United Kingdom by the Financial Services Authority
and is a member of the London Stock Exchange, is acting exclusively for the Company and, following completion of the
Proposals, New Obtala, and no one else in connection with the proposed Admission. ZAI Corporate Finance Limited will not
regard any other person as its customer or be responsible to any other person for providing the protections afforded to
customers of ZAI Corporate Finance Limited nor for providing advice in relation to the transactions or arrangements detailed
in this document. The responsibilities of ZAI Corporate Finance Limited as the nominated adviser and broker to the Company
or New Obtala, as appropriate, for the purposes of the AIM Rules are owed solely to London Stock Exchange plc and are not
owed to the Company, New Obtala, any New Obtala Director or any Old Obtala Director or to any other person. ZAI Corporate
Finance Limited is not making any representation or warranty, express or implied, as to the contents of this document or for
the omission of any material from this document, for which it is not responsible.
Baker Tilly Corporate Finance LLP has been appointed as Reporting Accountant to the Company. Baker Tilly Corporate
Finance LLP, which is authorised and regulated in the United Kingdom by the Institute of Chartered Accountants of England
and Wales, is acting solely as Reporting Accountant to the Company and, following completion of the Proposals, New Obtala,
in connection with the proposed Admission and is not acting for and will not be responsible to any other person other than the
Company or New Obtala, as appropriate, for providing the protections afforded to customers of Baker Tilly Corporate Finance
LLP or for advising any other person on the contents of this document or any transaction or arrangement referred to this
document. The responsibilities of Baker Tilly Corporate Finance LLP, as Reporting Accountant to the Company or New
Obtala, as appropriate, for the purposes of the AIM Rules, are owed solely to the Company or New Obtala. No representation
or warranty, express or implied, is made by Baker Tilly Corporate Finance LLP as to the contents of this document or for the
omission of any material from this document, for which it is not responsible.
This document does not constitute an offer to buy or to subscribe for, or the solicitation of an offer to buy or subscribe for,
New Obtala Shares in any jurisdiction in which such offer or solicitation is unlawful. In particular the New Obtala Shares
offered by this document have not been, and will not be, registered under the United States Securities Act of 1933 as amended
(the ‘Securities Act”) or qualified for sale under the laws of any state of the United States or under the applicable laws of any
of Canada, Australia, South Africa or Japan and, subject to certain exceptions, may not be offered or sold in the United States
or to, or for the account or benefit of, US persons (as such term is defined in Regulation S under the Securities Act) or to any
national, resident or citizen of Canada, Australia or Japan. Neither this document nor any copy of it may be distributed directly
or indirectly to any persons with addresses in the United States of America (or any of its territories or possessions), Canada,
Australia, South Africa or Japan, or to any corporation, partnership or other entity created or organised under the laws thereof,
or in any other country outside the United Kingdom where such distribution may lead to a breach of any legal or regulatory
requirement.
This document and the accompanying documents should not be forwarded or transmitted in or into the United States, Canada,
Australia or Japan or any other jurisdiction if to do so would constitute a violation of the relevant laws of such jurisdiction.
The distribution of this document in jurisdictions other than the United Kingdom or Guernsey may be restricted by law and
therefore persons into whose possession this document comes should inform themselves about and observe such restrictions.
Any failure to comply with these restrictions may constitute a violation of the securities laws of any such jurisdiction.
The New Obtala Shares to be issued in connection with the Scheme have not been, nor will they be, registered under the US
Securities Act or under the securities laws of any state of the United States. The relevant clearances have not been, nor will
they be, obtained from the securities commission of any province or territory of Canada, no prospectus has been lodged with,
or registered by, the Australian Securities and Investments Commission or the Japanese Ministry of Finance and such shares
have not been, nor will they be, registered under or offered in compliance with applicable securities laws of any state, province,
territory or jurisdiction of Canada, Australia or Japan. Accordingly, such shares are not being and may not be (unless an
exemption under relevant securities laws is applicable) offered, sold, resold or delivered, directly or indirectly, in or into or
from the United States, Canada, Australia or Japan or any other jurisdiction if to do so would constitute a violation of the
relevant laws of, or require registration thereof in, such jurisdiction or to, or for the account or benefit of, any United States,
Canadian, Australian or Japanese person.
New Obtala reserves the right, instead of allotting the New Obtala Shares to which Overseas Shareholders would otherwise be
entitled under the Scheme, to arrange for the sale or allotment to other persons of those New Obtala Shares and to remit the
proceeds of such sale or allotment, net of expenses, to such Overseas Shareholders in the manner contemplated by Clause 2.2
of the Scheme.
Information or other statements presented in this document regarding market growth, market size, development of the market
and other industry data pertaining to the relevant markets and the Company’s business consists of estimates based on data and
reports compiled by industry professionals or organisations and analysts and the Company’s knowledge of such markets.
Certain terms used in this document, including capitalised terms, are explained in the section entitled “Definitions”.
Copies of this document, which is dated 6 August 2010, will be available free of charge to the public during normal business
hours on any day (except Saturdays, Sundays and public holidays) from the registered office of New Obtala and from the
offices of ZAI Corporate Finance Limited, 12 Camomile Street, London EC3A 7PT on the date of Admission and for not less
than one month thereafter.
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EXPECTED TIMETABLE OF EVENTS*
Latest time for receipt by the Registrars of blue form of proxy
from Old Obtala Shareholders for the Court Meeting1

10.00 a.m. on 29 August 2010

Latest time for receipt by the Registrars of white form of proxy
from Old Obtala Shareholders for the General Meeting

10.10 a.m. on 29 August 2010

Voting record time for the Court Meeting and the General Meeting2

6.00 p.m. on 29 August 2010

Court Meeting

10.00 a.m. on 31 August 2010

General Meeting3

10.10 a.m. on 31 August 2010

Last time of dealings in Old Obtala Shares and for registration of
transfers in Old Obtala Shares4

5.00 p.m. on 16 September 2010

Scheme Record Time4

6.00 p.m. on 16 September 2010

Court Hearing of claim form to sanction the Scheme

16 September 2010

Scheme Effective Date4

16 September 2010

Delisting of Old Obtala Shares, Admission, crediting of New Obtala
Shares in uncertificated form to CREST accounts and commencement
of dealings in New Obtala Shares on AIM4
Dispatch of share certificates in respect of New Obtala Shares in
certificated form4

8.00 a.m. on 17 September 2010
Within 14 days of the
Scheme Effective Date

All references to time in this document are to London time unless otherwise stated. The dates given are based
on the Directors’ expectations and may be subject to change.

1

Blue forms of proxy for the Court Meeting not returned by this time may be handed to the Chairman or the Registrars at the
Court Meeting prior to the vote being taken. (To be valid, white forms of proxy for the General Meeting must be lodged at
least 48 hours before the time appointed for the General Meeting.)

2

If either the Court Meeting or the General Meeting is adjourned, the voting record time for the adjourned meeting will be
6.00 p.m. on the date falling two days before the adjourned meeting.

3

To commence at the time fixed or as soon thereafter as the Court Meeting concludes or is adjourned.

4

These times and dates are indicative only and will depend, amongst other things, on whether the Court Meeting and the
General Meeting are adjourned for any reason and the date on which the Court sanctions the Scheme.

*

These times and dates are indicative only and will depend, amongst other things, on whether the Court Meeting and the General
Meeting are adjourned for any reason and the date on which the Court sanctions the Scheme.
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DEFINITIONS
“£” or “sterling”

pounds sterling, the lawful currency from time to time of the United
Kingdom

“Act”

the United Kingdom Companies Act 2006, (as amended and in
force from time to time)

“Admission”

the admission of the New Obtala Shares, to be issued pursuant to the
Scheme, to trading on AIM becoming effective in accordance with
the AIM Rules

“AIM”

a market operated by the London Stock Exchange

“AIM Rules”

the AIM Rules for Companies published by the London Stock
Exchange

“Announcement”

this document together with the Announcement Form

“Announcement Form”

the form of announcement to be made by New Obtala at least 20
business days prior to Admission pursuant to Rule 2 and Schedule
One of the AIM Rules

“Articles”

the articles of incorporation of New Obtala, a summary of which is
set out in paragraph 6 of Part IV of this document

“Business”

a related business to which the Company acts as a strategic investor

“Business Day”

any day other than a Saturday or Sunday on which banks are open
for business in London other than solely for the purposes of trading
and settlement in Euro

“Company” or “Old Obtala”

Obtala Resources plc, a public limited company incorporated in
England and Wales with registered number 06458554 (to be reregistered as a private company and renamed Obtala Services
Limited)

“Court Meeting”

the meeting of Old Obtala Shareholders convened by Order of the
Court, notice of which is set out at the end of the Scheme Circular

“CREST”

the relevant system in respect of which Euroclear is the operator in
accordance with which securities may be held and transferred in
uncertificated form

“CREST Guernsey requirements”

Rule 8 and such other of the rules and requirements of Euroclear as
may be applicable to issuers as from time to time specified in the
“CREST Reference Manual” issued by Euroclear

“CREST Regulations”

the Uncertificated Securities Regulations 2001 (SI 2001/3755)

“Deed of Option Cancellation”

the deed described in paragraph 12.1.3 of Part IV of this document
whereby options granted under the Old Obtala Share Option Plan
will be cancelled and will be replaced by options granted under the
New Obtala Share Option Plan

“Effective Date”

the day on which the Scheme becomes effective in accordance with
clause 6.1 of the Scheme
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“Enlarged Share Capital”

the issued share capital of New Obtala at Admission and following
the completion of the New Obtala Acquisition of Own Shares as
enlarged by the issue of New Obtala Shares pursuant to the Scheme

“Euroclear”

Euroclear UK & Ireland Limited, a company incorporated under the
laws of England and Wales and the operator of CREST

“Financial Services Authority” or
“FSA”

the United Kingdom Financial Services Authority

“FSMA”

the Financial Services and Markets Act 2000 of the United
Kingdom

“General Meeting”

the general meeting of Old Obtala convened for 10.10 a.m. on
31 August 2010 and any adjournment of that meeting

“Guernsey Companies Law”

the Companies (Guernsey) Law, 2008 (as amended) and
subordinate legislation made there under and every modification or
re-enactment thereof for the time being in force

“Grandinex”

Grandinex International Corp, a company incorporated in the
Seychelles which is controlled by Francesco Scolaro

“Jointly Owned Share Scheme”

the Old Obtala Jointly Owned Share Scheme

“London Stock Exchange”

London Stock Exchange plc

“Memorandum”

the memorandum of association of the Company

“Mindex”

Mindex Invest Ltd, a company incorporated in the British Virgin
Islands which is a wholly owned subsidiary of Old Obtala

“New Obtala”

Obtala Resources Limited, registered in Guernsey under the
Companies (Guernsey) Law, 2008 (as amended) with registered
number 52184)

“New Obtala Acquisition of Own
Shares”

the proposed purchase by New Obtala of the New Obtala Initial
Ordinary Shares for 1p per share as described in paragraph 3.3 of
Part 1 of the Scheme Circular

“New Obtala Board” or “New Obtala
Directors”

the board of directors of New Obtala including a duly constituted
committee thereof

“New Obtala Initial Ordinary Shares”

the two New Obtala Shares issued by New Obtala prior to the
Scheme Effective Date

“New Obtala Shareholder”

a holder for the time being of New Obtala Shares

“New Obtala Shares”

the ordinary shares of 1 pence each in the capital of New Obtala

“New Obtala Share Option Plan”

the unapproved share option plan to be adopted by New Obtala as
at Admission, full details of which are set out in paragraph 10 of
Part IV of this document

“Obtala Group”

Old Obtala and its subsidiary undertakings, or following the
Scheme becoming effective, New Obtala and its subsidiary
undertakings, as the context may require

“Official List”

the Official List of the UK Listing Authority
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“Old Obtala”

Obtala Resources plc, a public limited company incorporated in
England and Wales with registered number 06458554 (to be reregistered as a private company and renamed Obtala Services
Limited)

“Old Obtala Articles”

the memorandum and articles of association of Old Obtala at the
date of this document;

“Old Obtala Board” or “Old Obtala
Directors”

the board of directors of the Company including a duly constituted
committee thereof

“Old Obtala Shareholder”

a holder for the time being of Old Obtala Shares

“Old Obtala Shares”

ordinary shares of 1p each in the capital of Old Obtala

“Old Obtala Share Option Plan”

the unapproved share option plan adopted by Old Obtala on the
admission of the Old Obtala Shares to trading on AIM in April 2008

“Overseas Shareholders”

Old Obtala Shareholders resident in, or citizens of, jurisdictions
outside the United Kingdom

“Panel”

the Panel on Takeovers and Mergers

“Proposals”

the proposed scheme of arrangement of the Company and
admission to AIM of New Obtala

“Public Record”

information found in the current public disclosure record, or in the
current public disclosures filed by the Old Obtala Directors, as
notified to a Regulatory Information Service

“Scheme” or “Scheme of
Arrangement”

the proposed scheme of arrangement of the Company as set out in
the Scheme Circular under section 899 of the 2006 Act pursuant to
which, inter alia, Old Obtala Shareholders will, assuming the
Scheme becomes effective, become holders of New Obtala Shares

“Scheme Circular”

the circular to Old Obtala Shareholders dated the date of this
document which contains details of the Scheme and which is being
sent to Old Obtala Shareholders with this document

“Scheme Effective Date”

the date on which the Scheme becomes effective in accordance with
its terms, expected to be

“Scheme Effective Time”

the time at which the Scheme becomes effective on the Scheme
Effective Date

“Scheme Record Date”

the day of the Scheme Effective Date

“Scheme Record Time”

6.00 p.m. London time on the Scheme Record Date

“Securities Act”

The United States Securities Act of 1933 (as amended)

“Shareholders”

Old Obtala Shareholders or following the Scheme becoming
effective, New Obtala Shareholders, as the context may require

“Takeover Code”

the City Code on Takeovers and Mergers issued by the Panel

“UK” or “United Kingdom”

the United Kingdom of Great Britain and Northern Ireland

“US” or “United States”

United States of America, its territories and possessions, any state
of the United States and the District of Columbia
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“ZAICF” or “Nominated Adviser”

ZAI Corporate Finance Limited, authorised and regulated by the
Financial Services Authority, the Company’s nominated adviser,
following completion of the Proposals, New Obtala’s nominated
adviser

In this document, all reference to times and dates are references to those observed in London, England.
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DIRECTORS AND ADVISERS
Old Obtala Directors
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Simon Rollason (Managing Director)
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PART I
INFORMATION ON THE COMPANY
1

Introduction

Old Obtala was incorporated in the UK on 20 December 2007 and subsequently listed on the AIM market
of the London Stock Exchange in April 2008. The principal activity of Old Obtala is mineral extraction,
exploration and development. Old Obtala has augmented its pure mining, exploration and development
activities with complimentary investment activities, focusing on global opportunities in the natural resources
sector. This has enabled Old Obtala to take advantage of investments in undervalued resource assets and to
exploit potential synergies and strategic alliance opportunities. All of the Company’s mineral exploration and
extraction assets are held outside of the UK, principally in Tanzania and Sierra Leone.
New Obtala was incorporated in Guernsey on 20 July 2010, specifically for the purpose of implementing a
scheme of arrangement for Old Obtala. New Obtala has not traded since incorporation and, assuming the
Scheme becomes effective, it will be the new parent company of Old Obtala, which will then be re-registered
as a private limited company and its admission to AIM will be cancelled. Following this, the New Obtala
Shares are expected to be admitted to trading on AIM on 17 September 2010.
Further details about the Scheme are set out in the Scheme Circular which is being sent with this document
to Old Obtala Shareholders. The Scheme Circular contains a letter from the Chairman of Old Obtala together
with a statement by the Old Obtala Directors that they consider that the terms of the Scheme are fair and
reasonable. The letter also contains a unanimous recommendation by the Old Obtala Directors that Old
Obtala Shareholders should vote in favour of the Scheme at the Court Meeting as they intend to do in respect
of their holdings and their associated holdings of 72,310,000 Old Obtala Shares, representing, in aggregate,
approximately 32.55 per cent. of the issued Old Obtala Shares.
2

Reasons for the Proposals

In recognition of the global nature of Old Obtala’s businesses, the Old Obtala Board believes that the Obtala
Group’s future development will be assisted by:
–

having an international holding company that facilitates flexibility in the formation of new subsidiary
businesses with partners in jurisdictions globally; and

–

increased international exposure at a board level at this time of significant structural change and
opportunity globally.

In order to implement this, the Old Obtala Directors consider that the most appropriate structure is for Old
Obtala to have a group holding company in Guernsey. Guernsey has been chosen because it meets the
necessary commercial criteria, while also allowing continued settlement of trading in New Obtala’s shares
through CREST.
Following the implementation of the Scheme, the New Obtala Directors intend New Obtala to adopt the
existing dividend and share repurchase policies of Old Obtala.
3

Current trading and prospects

Historical unaudited financial information of the Old Obtala Group for the six months to 30 June 2010 has
been announced today and a copy of the Interim Report filed on the Company’s website. This discloses a
loss before tax of £2.15 million for the period. Net equity attributable to shareholders of Old Obtala at 30
June 2010 was £36.2 million inclusive of cash and cash equivalents of £5.73 million.
The Old Obtala Board is confident that Obtala will make considerable progress during the remainder of 2010
and in particular, that the commencement scale up of diamond mining operations in Sierra Leone is expected
to create further value for shareholders. In addition Old Obtala will continue the exploration and
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development of its other mineral licences in Tanzania with the emphasis placed on gold and nickel projects
as well as development of the Montara farming venture in Southern Tanzania.
The Group’s interim results for the period ended 30 June 2010 were published on 6 August 2010 and
contained the following statements in relation to the strategy and prospects of the Group: The Board may use
a number of strategies to enhance shareholder value such as developing mineral licence assets using the
Company’s own team, development in partnership with other groups or by way of disposal or demerger and
separate listing of mineral licence assets and businesses where appropriate.
4

Financial Information

The Company’s consolidated audited financial statements for the period ended 31 December 2009, audited
financial statements for the period from 1 August 2007 to 30 June 2008 together with the unaudited interim
financial statements for the six months to 30 June 2010are available on the Company’s website:
www.obtalaresources.co.uk.
5

Directors and employees

The New Obtala Directors will be responsible for supervising the overall activities of New Obtala All
directors of Old Obtala (i.e. Franceso Scolaro, Simon Rollason, Michael Bretherton, Nicholas Clarke and
Lord St John of Bletso) have been appointed directors of New Obtala and, in addition, James Ede-Golightly
will be appointed a non-executive director of New Obtala with effect from Admission. Summary details of
their roles and their backgrounds are set out below:
Francesco (“Frank”) Scolaro, Executive Chairman, aged 46
Frank is an active investor in publicly quoted companies in the resource, leisure and property sectors. Frank
was Non-Executive Chairman of Regal Petroleum plc from October 2006 to November 2007, in which time
he was instrumental in the successful resolution of local litigation issues in the Ukraine. Until March 2008
Frank was a non-executive director of Regal Petroleum plc.
Simon Rollason, Managing Director, aged 44
Simon (BSc (Hons) Geology, MIMMM, FGS) has over 20 years international experience in mining and
geological exploration having worked in Africa, Middle East, Central Asia and the Far East with both multinationals and junior resources companies. He has worked on nickel, gold, copper, base metals and gemstone
projects, ranging from grassroots to producing assets. He has been involved with and managed operations
which have varied from exploration, evaluation projects to successfully feasibility studies.
Michael Anthony Bretherton, Finance Director, aged 54
Michael Bretherton graduated in Economics from University of Leeds and then worked as an accountant and
manager with Pricewaterhouse for 7 years in both London and the Middle East. Michael subsequently
worked for the Plessey Company Plc before being appointed finance director of the fully listed Bridgend
Group Plc in 1988 where he held the position for 12 years. More recently, he has worked at the property and
services company, Mapeley Limited, and at the entertainment software games developer, Lionhead Studios
Limited. Michael has a depth of business experience and has been involved in the strategic evaluation and
commercial implementation of a broad range of business initiatives, including acquisitions, disposals,
restructurings, company start-ups, venture capital fundings and IPO floatations. He is currently also a
director of ORA Capital Partners Limited.
Nicholas (“Nick”) Clarke, Non-executive Director, aged 57
Nick Clarke is currently CEO of Central Asia Metals Limited, which has mineral assets in Kazakhstan and
Mongolia and is also a non executive director of AIM listed Sunkar Resources plc and TSX listed Empire
Mining Corporation. Nick is a Chartered Engineer with 36 years production and corporate experience in the
mineral resources field since qualifying from Camborne School of Mines. Most recently he was the
Managing Director of AIM and TSX listed Oriel Resources plc until its purchase by OAO Mechel in mid
2008 for the sum of $1.5 billion. Prior to this he spent 12 years in mineral consultancy at MD of the
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internationally renowned Wardell Armstrong International and 16 years in production management in the
mining industries of South Africa, Ghana and Saudi Arabia.
Lord St John of Bletso, Non-executive Director, aged 53
Lord St John lived in South Africa for 28 years where he qualified and practised as an attorney before
graduating with a Masters in Maritime Law from London University. He has been an active Crossbench
Member of the House of Lords since 1978. Amongst his appointments, he is currently the Vice Chairman of
the All Party Parliamentary South Africa Group, Chairman of the UK Sierra Leone Business Forum and
trustee of several charities focused on Africa. He was appointed an Extra Lord in Waiting to HM The Queen
in 1998.
James Ede-Golightly, Non-executive Director, aged 31
James Ede-Golightly graduated in economics from St John’s College, Cambridge University. He
subsequently worked at Merrill Lynch Investment Managers and Commerzbank as an investment analyst and
professional investor. In 2006 James helped found ORA Capital Partners Ltd, serving as an executive
director until October 2009, and remains as a non-executive director of the company. James is also
non-executive chairman of East Balkan Properties Plc. James is a CFA Charterholder and resident in
Guernsey.
6

Option Schemes and warrants

Old Obtala has granted the options and warrants to subscribe for Old Obtala Shares set out in paragraphs 3.8
and 7.2 of Part IV of this Document. New Obtala has agreed, conditional on the Scheme becoming effective
on or before 31 October 2010 and on the cancellation of such options to issue options to subscribe for an
equivalent number of New Obtala Shares on the same commercial terms It is proposed that the Old Obtala
Articles will be amended at the General Meeting so as to provide that if any warrants are exercised after the
Scheme becomes effective the warrant holders will required to exchange each Old Obtala Share issued to
them on the exercise of such warrant for one New Obtala Share.
The Old Obtala Directors and certain others hold Old Obtala Shares jointly with the Obtala Resources
Employee Share Trust under the Jointly Owned Share Scheme. By operation of the Scheme any Old Obtala
Shares held jointly with the Obtala Resources Employee Share Trust under the Jointly Owned Share Scheme
will, once the Scheme becomes effective, become a holding of New Obtala Shares held jointly with the
Obtala Resources Employee Share Trust under the Jointly Owned Share Scheme.
7

Terms of the Scheme of Arrangement

A full explanation of the Scheme is contained in ZAI’s explanatory letter in Part 2 of the Scheme Circular
which accompanies this document. You are invited to read the Scheme Circular for a full explanation of the
terms of the Scheme as what follows here is only a brief summary.
If the Scheme is implemented, New Obtala will be put in place through a High Court approved scheme of
arrangement under sections 895 to 899 of the Companies Act as the holding company of the Obtala Group.
There will be no substantive changes to corporate governance and investor protection measures. If the
Scheme is approved and becomes effective, it will result in Old Obtala Shareholders holding New Obtala
Shares in precisely the same proportions in which they hold Old Obtala Shares immediately prior to the
Scheme becoming effective and in Old Obtala becoming a wholly-owned subsidiary of New Obtala.
Under the Scheme, Old Obtala Shareholders at the Scheme Record Time will receive, in exchange for every
one Old Obtala Share which they hold at the Scheme Record Date, one New Obtala Share. Accordingly,
immediately upon the Scheme becoming effective, a New Obtala Shareholder will have the same
proportionate interest in the profits, net assets and dividends of New Obtala as they have in Old Obtala
immediately prior to the Scheme becoming effective.
The Scheme will not be implemented unless certain approvals are obtained, including the sanction of the
Court and the approval of the Scheme by the Old Obtala Shareholders at the Court Meeting and the approval
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by the Old Obtala Shareholders of certain resolutions required in connection with the Scheme at the General
Meeting.
The Court Meeting and the General Meeting have been convened for 10.00 a.m. and 10.10 a.m. respectively
on 31 August 2010.
The necessary Shareholder resolution for New Obtala to adopt the New Articles has already been passed by
the holders of the New Obtala Shares currently in issue.
8

Admission, settlement and dealings

Application will be made for the New Obtala Shares to be admitted to trading on AIM, subject to completion
of the Scheme. Dealings in the New Obtala Shares are expected to commence on 17 September 2010.
ZAI acts as nominated adviser to the Company and, from Admission, will act as nominated adviser to New
Obtala.
9

CREST

CREST is a paperless settlement system enabling securities to be evidenced otherwise than by certificate and
transferred otherwise than by written instrument in accordance with the CREST Regulations. New Obtala’s
Articles of Incorporation permit the holding of New Obtala Shares to be evidenced in uncertificated form in
accordance with the CREST Regulations. The New Obtala Directors have applied for the New Obtala Shares
to be admitted to CREST with effect from Admission and Euroclear has agreed to such admission.
Accordingly settlement of transactions in the New Obtala Shares following Admission may take place within
the CREST system, should Old Obtala Shareholders so wish.
CREST is a voluntary system and holders of New Obtala Shares who wish to receive and retain share
certificates will be able so to do.
All the New Obtala Shares will be in registered form and no temporary documents of title will be issued.
10

Dividend policy

Save for the New Obtala Acquisition of Own Shares, the New Obtala Directors do not have any current
intention of paying dividends or buying back shares in New Obtala. Furthermore, the New Obtala Articles
contain provisions which mirror the requirements under the Old Obtala Articles that shareholder approval is
required for the payment of dividends and the requirement under English law that shareholder approval is
required for the purchase of New Obtala Shares by New Obtala.
11

Corporate governance

The New Obtala Directors recognise the importance of sound corporate governance and intend that New
Obtala will comply with the main provisions of the QCA Guidelines insofar as they are appropriate given
New Obtala’s size and stage of development.
Nicholas Clarke and Lord St John of Bletso are independent non-executive Directors.
The New Obtala Board is responsible for formulating, reviewing and approving New Obtala’s strategy,
budgets and corporate actions. Following Admission, the New Obtala Directors intend to hold regular board
meetings at least every three months and at other times as and when required.
The Company has established audit and remuneration committees of the Old Obtala Board with formally
delegated duties and responsibilities. These committees will be replicated by the board of New Obtala.
Audit Committee
The audit committee has primary responsibility for monitoring the quality of internal controls and ensuring
that the financial performance of New Obtala is properly measured and reported on. It will receive and
review reports from New Obtala’s management and auditors relating to the interim and annual accounts and
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the accounting and internal control systems in use throughout New Obtala. The audit committee will meet
not less than twice in each financial year and has unrestricted access to the New Obtala’s auditors. The audit
committee will comprise the three non-executive Directors of New Obtala, Lord St John of Bletso, James
Ede-Golightly and Nick Clarke as Chairman.
Remuneration Committee
The remuneration committee will review the performance of the executive directors and make
recommendations to the New Obtala Board on matters relating to their remuneration and terms of service.
The committee will also make recommendations to the New Obtala Board on proposals for the granting of
share options and other equity incentives pursuant to any share option scheme or equity incentive scheme in
operation from time to time, although there are none at present. The remuneration committee will meet as
and when necessary. In exercising this role, the New Obtala Directors shall have regard to the
recommendations put forward in the QCA Guidelines. The remuneration committee will comprise the three
non-executive Directors of New Obtala, James Ede-Golightly, Nick Clarke and Lord St John of Bletso as
Chairman.
Share Dealing Code
New Obtala has adopted and will operate a share dealing code governing the share dealings of the New
Obtala Directors and applicable employees which is appropriate for a company admitted to trading on AIM.
12

Taxation

General information regarding UK and Guernsey taxation in relation to Admission is set out in paragraph 18
of Part IV of this document. If investors are in any doubt as to their tax position, they should consult an
independent financial adviser immediately.
13

The Takeover Code

The Takeover Code normally applies to a company whose shares are admitted to trading on AIM if its
registered office is in the United Kingdom, the Channel Islands or the Isle of Man and if it is considered by
the Panel on Takeovers and Mergers (the “Panel”) to have its place of central management and control in one
of these jurisdictions.
At present, the Takeover Code applies to Old Obtala. However, it is possible that at some time after
Admission, more than half of the directors of New Obtala will be resident outside the United Kingdom, the
Channel Islands and the Isle of Man and, as a result, the place of central management and control of New
Obtala will then be outside the United Kingdom, the Channel Islands and the Isle of Man. Accordingly, the
Takeover Code would therefore at that time no longer apply to New Obtala. In order to seek to provide New
Obtala Shareholders with certain protections which would no longer be available as a result of this, the New
Obtala Articles provide as follows in circumstances where the Takeover Code does not apply:
Where any person acquires an interest in shares which (taken together with shares held or acquired by
persons acting in concert with him) represent 30 per cent. or more of all the shares for the time being in issue,
the New Obtala Directors may serve upon that person a notice requiring him to make an offer in writing (the
“Offer”), within 30 days of the date of such notice on the basis set out below to purchase all shares not owned
by him for cash on terms that payment in full therefor will be made within 21 days of the Offer becoming
or being declared unconditional in all respects.
Where the New Obtala Directors serve such a notice upon any person they may include a requirement that
such person shall make an appropriate offer or proposal in writing to the holders of every class of securities
convertible into, or of rights to subscribe for, share capital of New Obtala (whether such share capital is
voting or non-voting) (a “Convertible Offer”).
In addition to the Offeror, the New Obtala Directors may require, in their absolution discretion, each of the
principal members of a group of persons acting in concert with him and who appear to be interested in any
shares in, or convertible securities of, New Obtala to make the Offer and/or the Convertible Offer.
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If the New Obtala Directors require the Offeror (and any person(s) acting in concert with the Offeror) to
make the Offer (and, if relevant, a Convertible Offer) and the Offeror (and such person(s) acting in concert
with him) does not/do not comply with the request set out in the relevant notice within the time period
specified in such notice then the New Obtala Directors may at any time, by notice to the Offeror (and the
person(s) acting in concert with him), direct that:
13.1 the Offeror (and the person(s) acting in concert with him) is not entitled to vote at or attend, either
personally or by proxy, a general meeting or a meeting of the holders of any class of shares of New
Obtala held by him/them or to exercise any other right conferred by membership in relation to general
meetings of the holders of any class of shares of New Obtala; and/or
13.2 any dividend or other money which would otherwise be payable the Offeror (or the person(s) acting
in concert with him) shall (in whole or part) be retained by New Obtala without any liability to pay
interest when the dividend or money is paid to the member; and/or
13.3 no transfer of the New Obtala Shares held by the Offeror (or the person(s) acting in concert with him)
shall be registered.
Unless the New Obtala Directors otherwise agree, any offer required by this provision must be in cash or be
accompanied by a cash alternative at not less than the highest price paid by the Offeror or any person acting
in concert with it for shares or convertible securities of that class within the preceding 12 months. The offer
must also be conditional only on the offeror having received acceptances in respect of shares which, together
with shares acquired or agreed to be acquired before or during the offer, will result in the offeror and any
person acting in concert with it holding shares which carry more than 50 per cent. of the voting rights.
In enforcing these provisions the New Obtala Board shall make decisions at their absolute discretion.
The New Obtala Shareholders may, by passing a special resolution in general meeting, determine that the
takeover provisions set out above shall not apply to any transaction specified in such special resolution.
14

Competent Person’s Report

A Competent Persons Report produced by Wardell Armstrong International in relation to the material assets
of the Group on admission to AIM was included in the admission document dated 24 April 2008 and is
available on the Company’s website: www.Obtalaresources.co.uk
A Competent Persons Report produced by Venmyn Rand (Pty) Ltd in relation to the assets held by Sierra
Leone Hard Rock Limited, a company acquired by Obtala Resources Plc on 12 January 2010, is included in
Part III of this document.
15

Further information

Prospective investors should read the whole of this document. In particular, prospective investors are advised
to consider carefully the principal identified risk factors relating to an investment in New Obtala which are
summarised in Part II of this document.
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PART II
RISK FACTORS
In addition to the other relevant information set out in this document, the following specific factors
should be considered carefully in evaluating whether to make an investment in New Obtala. If you are
in any doubt about the action you should take, you should consult a professional adviser authorised
under FSMA who specialises in advising on the acquisition of shares and other securities.
The New Obtala Directors believe the following risks to be the most significant for potential investors.
The risks listed, however, do not necessarily comprise all those associated with an investment in New
Obtala and are not intended to be presented in any assumed order of priority. In particular, New
Obtala’s performance may be affected by changes in the overall global financial conditions.
This is a high risk investment and investors may lose a substantial portion or even all of the money
they invest in New Obtala. An investment in New Obtala is, therefore, suitable only for financially
sophisticated investors who are capable of evaluating the risks and merits of such investment and who
have sufficient resources to bear any loss that might result from such investment (which may equal the
whole amount invested). If you are in any doubt about the contents of this document you should
consult your stockbroker, accountant or other independent financial adviser authorised under FSMA.
The price of New Obtala Shares can go down as well as up.
Investors should also take their own tax advice as to the consequences of their owning shares in New
Obtala as well as receiving returns from it. No representation or warranty, express or implied, is given
to investors as to the tax consequences of their acquiring, owning or disposing of any shares in New
Obtala and neither New Obtala, the New Obtala Directors, the Nominated Adviser nor the Broker will
be responsible for any tax consequences for any such investors.
1

COMPANY SPECIFIC

Renewal Requirements
The holder of a prospecting licence in Tanzania must:
(a)

commence prospecting operations within three months, or such further period as the licensing
authority may allow, from the date of the grant of the licence or such other date as is stated in the
licence on commencement period:

(b)

give notice to the licensing authority of discovery of any mineral deposit with potential commercial
value; and

(c)

spend on prospecting operations not less than the amount legally prescribed.

Should the licence holder not commence prospecting operations within the requisite three month period, the
licencing authority may issue a notice to the licence holder giving the licence holder a reasonable period
within which to remedy the default (typically 30 to 60 days), failing which the licence may be suspended,
revoked or not renewed.
Although the Group, through its wholly-owned subsidiaries, has not commenced prospecting activities in
respect of any of its prospecting licences, no notice has yet been issued by the licencing authority and there
is no risk of the prospecting licences being suspended or revoked on the basis of failure to commence
prospecting activities unless and until such a notice is so issued. Upon application for renewal of prospecting
licences that are due to expire, the Group has been advised by its Tanzanian lawyers that, the licensing
authority cannot reject the application on the grounds that the holder is in default of any of the terms and
conditions of the licence, without first serving on the holder a notice giving particulars of the default and
requiring the holder within a reasonable time specified in the notice to remedy the default.
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Therefore, upon the application for renewal of the Group’s prospecting licences, the Group has been advised
by its Tanzanian lawyers that if at the date of application for renewal a default notice has not been served by
the licensing authority on the licence holder, then the authority shall renew the licence and the licence holder
will be required to comply with the terms of the new licence, i.e. commence prospecting operations within
three months of renewal.
The area covered by Prospecting Licence No. 3919/2008 (Uranium) is situated within the Selous Game
Reserve; and the area covered by Prospecting Licence No. 3630/2005 (Gold) is situated within the Kigosi
Game Reserve. The Group will be required to obtain special consent from the relevant authority in order to
gain access to these areas to carry out any prospecting operations There can be no guarantee that such
permission will be given for any of these areas or that the costs of obtaining such permission will not prove
to be economically prohibitive.
Mineral Exploration And Mining Are Highly Speculative In Nature
The business of exploring for and mining minerals involves a high degree of risk. However, only a small
proportion of properties that are explored worldwide are ultimately developed into producing mines. No
success in this respect can be guaranteed.
Even where exploration has led to increased mineral resources or reserves, the economics of developing
mineral properties is affected by many factors including the cost of operations, variations of the grade of ore
mined, fluctuations in the price of the minerals to be produced, costs of processing equipment, quality of
management, quality and availability of geological expertise and such other factors as government
regulations.
Due to the speculative nature of exploration and production it may not always be possible for the Group to
accurately forecast cash flow, operating costs and economic returns.
Unless otherwise indicated, mineral resource and reserve figures presented herein are based upon estimates
made by company personnel and/or independent geologists or historical information obtained by the Group.
These estimates are imprecise and depend upon geological interpretation and statistical inferences drawn
from previous sampling analysis, which may prove to be inaccurate. There can be no assurance that: these
estimates will be accurate, mineral reserves, mineral resources or other mineralization figures will be
accurate, or this mineralisation could be mined or processed profitably. Mineralisation estimates for the
Group’s properties may require adjustments or downward revisions based upon further exploration or
development work or actual production experience in the future. In addition, the grade of ore ultimately
mined, if any, may differ from that indicated by drilling results. There can be no assurance that minerals
recovered in small scale tests will be duplicated in large scale tests under on-site conditions or in production
scale.
Estimates of Reserves, Resources and Production Costs in relation to diamond operations
Any future exploration rights acquired (including under any prospecting right held or which may be acquired
in the future by the Group) may not result in the economic or feasible production of diamonds. Estimates of
reserves, resources and production costs can also be affected by such factors as environmental permitting
regulations and requirements, weather, environmental factors, unforeseen technical difficulties, unusual or
unexpected geological formations and work interruptions. Material changes in reserves, grades, or recovery
rates may affect the economic viability of projects. Reserves are reported as general indicators of mine life.
Reserves should not be interpreted as assurances of mine life or of the profitability of current or future
operations. The ultimate production of diamonds from the probable and possible reserves may be lower than
expected or even non-existent. The Group’s operations are subject to the normal risks inherent in diamond
exploration, refinement and production. In common with all mining operations, there is uncertainty
associated with the Group’s operating parameters and costs. While costs can be budgeted with a reasonable
degree of confidence, operating parameters can be difficult to predict and are often affected by factors
outside the Group’s control. The business of mining and mineral processing by its nature involves significant
risks and hazards.

17

World Metal Price Volatility
The earnings of the Group, or other companies that the Group may invest in from time to time, may be
derived from the mining and sale of metals and may, therefore, be related to the market price for those
metals.
Historically, the prices of metals have fluctuated significantly and are affected by numerous factors which
the Group is unable to control or predict including industrial and retail demand, the availability of substitute
minerals or metals for industrial uses, sales and purchases of a particular mineral, forward sales by producers
and speculators (particularly in the case of gold), levels of mineral production, short-term changes in supply
and demand because of speculative hedging activities, the strength of the United States Dollar (the currency
in which the price of gold and other minerals is generally quoted), and global or regional political or
economic conditions or events. The performance of the share price of a metals mining company generally
exhibits a correlation with the price of metals mined, although there is no guarantee that the price of the
Ordinary Shares will follow this trend.
In addition, the profitability of any future mining operations by the Group shall be directly related to the
prevailing price of the minerals produced. If prices decline for a substantial period below the cost of
production at any future mines of the Group, it may not be economically feasible to continue production at
such mines. A decline in the prevailing price of minerals may also require the Group to write-down any
mineral resources or mineral reserves, which would have a material and adverse effect on future earnings and
profitability.
World Diamond Price Volatility
The value of precious stones, particularly diamonds, varies widely according to size, colour and freedom
from flaws. Individual kimberlites may contain diamonds of very different average values. The market price
of diamonds and other precious stones is affected by numerous factors beyond the control of the Group,
including international economic and political conditions, levels of international supply and demand for
diamonds, changes in international investment patterns and global or regional consumption patterns,
production costs, costs of substitutes, inventory levels and carrying costs, expectations or rates of inflation,
currency availability and exchange rates, interest rates, speculative activities in connection with diamonds
and increased production due to improved mining and production methods. If the price of certain stones
should drop significantly, the economic prospect of operations in which the Group has an interest could be
significantly reduced or rendered uneconomic. De Beers, while no longer a cartel, accounts for 40 per cent.
of global rough diamond sales and therefore still exerts significant influence in the market.
Title Matters
The acquisition and retention of title to mineral rights is a detailed and time-consuming process. Title to, and
the area of, mineral resource claims may be disputed or challenged. Although the Directors believe the Group
has taken reasonable measures to ensure title to, and rights and interests in, the prospecting licences held by
it, and to the best of its knowledge title to such prospecting licences is in good standing, there is no guarantee
that title to its prospecting licences will not be challenged or impaired. The prospecting licences may be
subject to undetected defects. Any successful challenges to the title of the Group’s mineral licences may case
the Group to lose all or part of its interest in its licences and materially delay or restrict the Group’s ability
to from proceed with its exploration operations.
There is no guarantee that the Group will be able to secure all prospecting, exploration, mining licences,
permissions, clearances or other titles or exemptions required for its projects. There is no guarantee, even
where the necessary approvals are obtained, that any subsequently required approvals will also be granted or
maintained throughout the life of the Group’s projects.
The Group may not be able to retain its licence interests when they come up for renewal.
In addition, pursuant to the Tanzanian Mining Act, on renewal of a prospecting licence or at the end of a
reconnaissance period, the licence holder has to relinquish a significant part of the area covered by the
original licence. Although it is the intention of the Group to re-apply for the areas described in this document
and which prove to be of mineral potential and interest to the Group, there can be no guarantee that the
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Company, its subsidiaries or the companies that the Company chooses to invest in from time to time will
secure title to the areas relinquished under the Tanzanian mining regulations.
A mineral right in Sierra Leone may be suspended by the government of Sierra Leone until it is certain that
the provisions of safety in the Sierra Leone Mining Act are being complied with fully. A temporary
suspension order shall lapse within twenty-one (21) days of its issuance unless it is confirmed in writing by
the Minister.
A mineral right may be cancelled if the holder of such rights fails to abide by certain stipulated conditions
including:
(a)

failure to make payments required;

(b)

failure to meet any prescribed minimum annual programme of work or work expenditure
requirements;

(c)

gross violation of health and safety regulations or causing environmental harm;

(d)

employment of child labourers; and

(e)

failure to submit report required by the Act.

Potential Environmental Liabilities
Mining projects may be subject to the environmental laws of states in which projects, or companies that the
Group has invested in, operate. These laws may result in limitations of mining activities which may become
increasingly strict in the future. Environmental awareness on the part of the public has been increasing, as
has public pressure on environmental authorities. No assurance can be given that the need to comply with
current or future environmental laws, regulations or commitments will not have a material adverse affect on
the activities of the Group or any other company that it has invested in. Nor can it be assured that the
liabilities resulting from any environmental damage caused by the activities of the Group, or any investee
companies, will not be material.
Impact of Law And Governmental Regulations
The Group’s investments may be subject to the foreign exchange and other laws of various countries that
may prevent, materially delay or at least require governmental approval for, the full or partial repatriation of
the Group’s investments. Foreign investment in companies in emerging countries may be restricted or
controlled to varying degrees. These restrictions may, at times, limit or preclude foreign investment and
increase the costs and expenses of the Group. Additionally, under certain circumstances a country may
impose restrictions on capital remittances abroad. The Group could be adversely affected by delays in, or
refusal to grant any required governmental approval for, repatriation of capital or dividends held by the
Group or their conversion into foreign currency. In addition, gains from the disposal of such securities may
be subject to withholding taxes, income tax and capital gains tax.
The Group must comply with, inter alia, the current and future Tanzanian and Sierra Leonean regulations
relating to mineral exploration and production. The institution and enforcement of such regulations could
have the effect of increasing the expense and lowering the income or rate of return from, as well as adversely
affecting the value of, the Group’s assets.
HIV/AIDS
HIV/AIDS is prevalent in Africa. Employees of the Group may have or could contract this potentially deadly
virus. The prevalence of HIV/AIDS could cause lost employee man hours and loss of trained and
experienced employees and may make finding skilled labour more difficult. These risks may limit or disrupt
the Group’s exploration activities.
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Public Acceptance of Nuclear Energy
Because of unique political, technological and environmental factors that affect the nuclear industry, the
industry is subject to public opinion risks which could have an adverse impact on the demand for nuclear
power and increase the regulation of the nuclear power industry. An accident at a nuclear reactor anywhere
in the world could impact the continuing acceptance of nuclear energy and the future prospects for nuclear
generation, which may have a material adverse effect on the Group.
Competition
The mineral exploration and mining business is competitive in all of its phases. The Group competes with
numerous other companies and individuals, including competitors with greater financial, technical and other
resources than the Group, in the search for and acquisition and development rights on attractive mineral
properties. The Group’s ability to acquire exploration and development rights on properties in the future will
depend not only on its ability to develop the properties on which it currently has exploration rights, but also
on its ability to select and acquire exploration and development rights on suitable properties for exploration
and development. There is no assurance that the Group will continue to be able to compete successfully in
acquiring exploration and development rights on such properties.
2

GENERAL

Force Majeure
There is the risk of natural occurrences such as fires, earthquakes and floods, and other extraordinary events
such as wars, acts of terrorism, strikes, riots, crimes, civil disturbances and the like, having an impact on the
Group’s operations. Such occurrences are beyond the control of the Group and, if any one or more should
occur such that it has an impact on one or more of the Group’s projects or investments, it is likely to have a
material adverse impact on the activities of the Group, and the costs and expenses associated with the
affected projects or investments.
Uninsured Risks
The mining industry is subject to significant risks that could result in damage to, or destruction of, mineral
properties or facilities, personal injury or death, environmental damage, delays in scheduled programmes,
increased costs, and monetary losses and possible legal liability. Where considered practical or required to
do so, the Group will endeavour to maintain appropriate insurance cover against risks in the operation of its
business in amounts which it believes to be reasonable. Such insurance, however, contains exclusions and
limitations on coverage. There can be no assurance that such insurance will continue to be available, will be
available at economically acceptable premiums or will be adequate to cover any resulting liability for the
Company, its subsidiaries or companies that the Company chooses to invest in from time to time. Insurance
against certain environmental risks, including potential liability for pollution or other hazards as a result of
the disposal of waste products occurring from the Group’s current and future operations, is not generally
available to the Group or to other companies within the mining industry. In addition, insurance usually does
not cover, among other things, theft, fire, wilful damage, sabotage or political risk. The Group may suffer a
material adverse effect on its business if it incurs losses related to any significant events that are not covered
by its insurance policies. Payment of such liabilities would reduce funds available for exploration,
development, production or acquisition of mineral properties and would have a material adverse effect on the
financial position of the Group.
The Groups Exploration Activities are, and will be, subject to operational risks and hazards inherent to
the mining industry
The Group’s exploration activities are, and will be, subject to risks and hazards inherent in the mining
industry, including but not limited to, variations in grade, deposit size, density, unusual or unexpected rock
formations and other geological problems, structural cave-ins or slides, seismic activity, flooding, fires,
explosions, periodic interruptions due to inclement or hazardous weather conditions, environmental hazards,
hydrological conditions, delays in installing and commissioning plant and equipment, metallurgical and
other processing problems, mechanical equipment performance problems and other technical problems, the
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unavailability of materials and equipment including fuel, labour force disruptions or shortage of skilled
workers, unanticipated interruptions or significant changes in the costs of services and supplies including but
not limited to water, transport, fuel and power, and unanticipated regulatory changes. Should any of these
risks and hazards affect any of the Group’s exploration activities, it may cause the cost of exploration to
increase and may result in a requirement for greater capital or operating expenditure. The cost of exploration
may also increase to a point where it would no longer be economic to carry out these activities which would
have a material and adverse effect on the financial condition of the Group.
Problems may also arise due to the quality of failure of locally obtained equipment or interruptions to
services (such as power, water, fuel or transport or processing capacity) or technical support which results in
failure to achieve expected target dates for drilling or production activities and/or result in a requirement for
greater expenditure.
It may be necessary for the Group to raise additional capital in the future to finance future stages of
development. Any such capital may not be available to the Group on favourable terms or at all and will, if
existing shareholders are unable to choose not to subscribe, lead to a dilution of interest.
Future funding
Whilst the New Obtala Directors have no current plans for raising additional capital immediately and they
have no reason to believe that the working capital available to New Obtala will be insufficient for at least 12
months from the date of Admission, it is possible that New Obtala will need to raise extra capital in the future
to develop fully the Obtala Group’s business or to take advantage of investment opportunities. No assurance
can be given that any such additional financing will be available or that, if available, it will be available on
terms favourable to New Obtala or its shareholders.
In addition, the further development of Businesses may well depend upon the ability of such Businesses to
obtain financing through engaging in joint ventures for projects, private placement financing, public
financing or other means. There is no assurance that such Businesses will be successful in obtaining the
required financing.
General economic conditions
Changes in the general economic climate in which the Obtala Group operates may adversely affect the
financial performance of the Obtala Group. Factors that may contribute to that general economic climate
include the level of interest rates, the rate of inflation and industrial disruption.
Several of the sectors of focus are cyclical in nature. As a result, trading conditions, asset valuations and
access to capital may be subject to periodic volatility.
Exchange rates
The Group reports its financial results and maintains its accounts in Sterling and the market for Rough
Diamonds and certain other minerals is principally denominated in United States Dollars. However, a
significant portion of the Group’s expenses will be incurred in Tanzanian Shilling and Sierra Leonean Leone.
The depreciation of Sterling against the United States Dollar, Tanzanian Shilling and Sierra Leonean Leone
would increase the Company’s mining and exploration costs, which, among other effects, would adversely
affect the Company’s financial condition. The Group’s future mining operations in Tanzania and Sierra
Leone may make it subject to further currency fluctuations and such fluctuations may materially affect the
Group’s future profitability and results.
Public Markets
New Obtala holds interests in companies that are quoted on public markets. New Obtala’s profit and loss and
balance sheet projections could be significantly affected by changes to the quoted market prices of those
listed entities.
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AIM
The New Obtala Shares will be admitted to AIM and it is emphasised that no application is being made for
admission of the New Obtala Shares to the Official List or to any other stock exchange at this time. An
investment in shares quoted on AIM may be less liquid and may carry a higher risk than an investment in
shares quoted on the Official List. The rules of AIM are less demanding than those of the Official List of the
UK Listing Authority. Further, the London Stock Exchange has not itself examined or approved the contents
of this document. A prospective investor should be aware of the risks of investing in such companies and
should make the decision to invest only after careful consideration and, if appropriate, consultation with an
independent financial adviser.
Volatility and liquidity
Investors should be aware that the value of the New Obtala Shares may be volatile and may go down as well
as up and investors may therefore not recover any or all of their original investment, especially as the market
in New Obtala Shares on AIM may have limited liquidity.
In addition, the price at which investors may dispose of their New Obtala Shares may be influenced by a
number of factors, some of which may pertain to the Obtala Group, and others of which are extraneous.
These factors could include the performance of the Obtala Group’s operations, changes in the values of its
investments, changes in the amount of distributions, dividends or interest paid in respect of investments;
changes in the Obtala Group’s operating expenses, variations in and the timing of the recognition of realised
and unrealised gains or losses, the degree to which the Obtala Group and its investee companies encounter
competition, large purchases or sales of New Obtala Shares, liquidity (or absence of liquidity) in the New
Obtala Shares, legislative or regulatory or taxation changes and general economic conditions. The value of
the New Obtala Shares will therefore fluctuate and may not reflect their underlying asset value. Investors
may realise less than the original amount invested.
Tax related risks
The tax regimes applying to the Obtala Group and the Businesses from time to time may change, thereby
affecting the Obtala Group’s tax treatment.
New Obtala has, and will have, a number of subsidiaries, associates and investments. Under certain
circumstances, a UK company that sells shares from a holding that amounts to at least a 10 per cent. interest
in the investee company will not be subject to corporation tax on any gain that may be made on the disposal
(“substantial shareholding exemption” or “SSE”). One of the key conditions for this exemption to apply is
that the seller must be a member of a trading group for at least 12 out of the 24 months before the disposal,
and immediately after the disposal. SSE may or may not be available in respect of any particular disposal,
depending on whether the conditions are satisfied at that time.
Shareholder tax
Investors should take their own tax advice as to the consequences of owning shares in New Obtala as well
as receiving returns from it. In particular, investors should be aware that ownership of shares in New Obtala
can be treated in different ways in different jurisdictions.
Attention is drawn to the sections on pages 88 and 89 headed “Transfer of assets abroad”, “Controlled
foreign companies” and “Attribution of gains to members of non-resident companies” in which it is
explained that there are circumstances in which income and gains arising within New Obtala could give rise
to tax liabilities for shareholders who are resident or ordinarily resident in the UK. Similar provisions may
apply to shareholders resident in other jurisdictions.
Forward-looking statements
All statements other than statements of historical facts included in this document, including, without
limitation, those regarding New Obtala’s financial position, business strategy, plans and objectives of
management for future operations or statements relating to expectations in relation to dividends or any
statements preceded by, followed by or that include the words “targets”, “believes”, “expects”, “aims”,
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“intends”, “plans”, “will”, “may”, “anticipates”, “would”, “could” or similar expressions or the negative
thereof, are forward looking statements. Such forward looking statements involve known and unknown risks,
uncertainties and other important factors beyond New Obtala’s control that could cause the actual results,
performance, achievements of or dividends paid by, New Obtala to be materially different from actual
results, performance or achievements, or dividend payments expressed or implied by such forward-looking
statements. Such forward-looking statements are based on numerous assumptions regarding New Obtala’s
net asset value, present and future business strategies and income flows and the environment in which New
Obtala will operate in the future.
These forward-looking statements speak only as of the date of this document. New Obtala expressly
disclaims any obligation or undertaking to disseminate any updates or revisions to any forward-looking
statements contained herein to reflect any change in New Obtala’s expectations with regard thereto, any new
information or any change in events, conditions or circumstances on which any such statements are based,
unless required to do so by law or any appropriate regulatory authority.
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PART III
COMPETENT PERSONS REPORT
NATIONAL INSTRUMENT 43-101 TECHNICAL REPORT ON OBTALA RESOURCES PLC'S
KONOMA ALLUVIAL DIAMOND PROJECT AND EXPLORATION PROJECTS IN
SIERRA LEONE (NI 1)
D800M
OBTALA RESOURCES PLC
EFFECTIVE DATE (NI 1):

2nd August 2010.

QUALIFIED PERSONS ( NI 1):

Ms Fiona Harper, B.Sc.Hons (Geol), Pr Sci Nat; MGSSA.
Mr Andy Clay, M.Sc.(Geol), M.Sc.(Min. Eng.), Dip.Bus.M., Pr.Sci.Nat., MSAIMM, FAusIMM, FGSSA, IOD,
AAPG, CIMMP.

TABLE OF CONTENT (NI 2):

See Appendix 7 which includes the Table of Contents

SUMMARY (NI 3)
Obtala Resources PLC (Obtala) acquired the total issued share capital of Sierra Leone Hard Rock Limited (SLHR) from African Minerals Limited (AML) on
the 12th January 2010. The transaction included plant, machinery and equipment, as well as four mining licences, covering an area of 162.4km2 and six
exploration licences, covering an area of 1,613km2 in various districts of Sierra Leone, West Africa (see Figure 1). Obtala acquired the historical AML
exploration results and production statistics as part of the acquisition. All of the licences are valid for periods ranging until 2013 and 2016, as confirmed by
the Sierra Leone Ministry of Mineral Resources (15th December 2009).
The four mining licences comprise the Konoma Alluvial Diamond Project (Konoma). Konoma was a dormant mine which is in the process of ramp-up and
re-commissioning. AML originally conducted an extensive exploration programme including remote imagery analysis, airborne magnetics, reconnaissance
stream sediment sampling, follow-up sampling, exploratory drilling/pitting and bulk sampling. An Inferred Diamond Resource of 86,834cts and an Indicated
Diamond Resource of 32,265cts is estimated, with a weighted average diamond value per carat of USD410/ct.
An exploration programme aimed at identifying the primary source of the Konoma alluvial diamonds, successfully identified several primary kimberlite
dykes within the exploration licence, which encompasses the mining licences. AML considered the dykes to be extensions of the Koidu Kimberlite Province
to the east. The possibility that these dykes are the source of the indicator mineral anomalies and diamonds in the gravels will require investigation. The
access, infrastructure, laboratory and databases developed by AML for the Konoma project were of a high standard and therefore contribute to the value of
the project acquired by Obtala. The mining operation at Konoma was suspended in 2008 due to a combination of factors, which included the change in
diamond price and global economics, high mining production and labour costs, as well as a large centralized operation, which was unsuitable for the
physiographic nature of the region and the small, scattered Diamond Resource areas to be mined.
A historic bulk sampling programme at Bakidu identified a mineralized palaeo-channel and initial results indicated that grades of up to 0.17ct/m3 are
achievable. Geological continuity of this channel is possible and represents upside potential for the project. Additional exploration for such palaeo-channels
will offer further upside potential. Some 11,765g of gold were recovered during the processing of the gravels. The gold recovery was by sluice tables and this
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process can be upgraded in the future. Large tracts of the Bafe River within the mining licence remain unexplored in any
detail and there is no geological reason to suppose that the diamondiferous gravels already discovered at Konoma do
not continue within the remainder of the river valley, thereby opening up considerable additional Diamond Resource
potential.
Obtala is currently re-commissioning the main DMS plant at Konoma and the business plan for the Konoma project
includes the following:-

SIERRA LEONE


minimising production costs, in particular expatriate labour costs;
24°
24°


stockpiling Run of Mine (RoM) ore and operating the main DMS plant

over a 10 day period to process this stockpile, as opposed to the
20day/month, 24hr/per day, historic rate;

implementing a government approved, community based mining
initiative with local artisanal miners who operate within the Konoma
licence area, in order to improve public relations with local miners
and create a low cost diamond supply chain;

acquire small, mobile 30t DMS plants similar to the bulk sampling
plants utilised by AML, which will be deployed strategically on the
identified diamondiferous gravels and palaeo-channels within the
concession area; and

subsequent to the purchase of the small DMS units, the main plant
will be either modified, sold or moved, depending on the
requirements of the operation at that time.

FIGURE 1: LOCALITY AND INFRASTRUCTURE
OF THE OBTALA LICENCES
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In addition to the Konoma project, AML embarked upon a country-wide
reconnaissance exploration programme designed to discover the hitherto
elusive source for the alluvial diamonds in many parts of Sierra Leone, to
define the extent of the artisanal workings and deplete the theoretical
country-wide alluvial Diamond Resource defined by Hall in 1968, as well as
identify additional alluvial targets which are inaccessible to the artisanal
miners without mechanisation and modern exploration techniques.
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SUMMARY (cont’d...)
Obtala has acquired licences from the original large AML portfolio in the Coastal, Kono, Northwest and Sewa areas. The original AML exploration
programme included remote imagery analysis, airborne magnetics, digital elevation models (DEM), ground penetrating radar (GPR), reconnaissance
stream sediment sampling, follow-up strip line sampling, exploratory drilling/pitting and bulk sampling. The results of each of these surveys in the
exploration projects are summarised in this report.
The access, infrastructure, laboratory and databases developed by AML were of a high standard and contribute to the value of the acquired projects. The
combined exploration effort proved efficacious in detecting primary kimberlite and proved useful in areas where traditional stream sediment and loam
sampling was logistically difficult. New, primary kimberlite dykes were discovered in the Lake Popei region of the Sewa project, in the Kamakwie area of the
Northwest Project and in the southeast of the Kono Project. An extension of the Koidu kimberlite dyke swarm has been identified. GPR proved a valuable
tool for defining river channel and terrace gravels and new alluvial targets on the Sewa River were identified for future bulk sampling.
INTRODUCTION (NI 4) AND RELIANCE ON OTHER EXPERTS (NI 5)
Prepared for (NI 4):

The Directors, Obtala Resources Limited, Albert House, South Esplanade, St Peter Port, Guernsey GT1 3AJ; and ZAI
Corporate Finance Limited, 12 Camomile Street, London EC4A 7PT.
Purpose (NI 4):
This Technical Report collates and documents the techno-economic parameters of Obtala's Konoma Alluvial Diamond
Project (Konoma), as well as Obtala's exploration projects in Sierra Leone. This NI43-101 Technical Report forms part
of the technical documentation in support of a listing of Obtala Resources Limited (the proposed new holding company
of Obtala Resources plc), on the AIM market of the London Stock Exchange plc (AIM) in (the third quarter of) 2010.
The Technical Report was compiled in order to incorporate all currently available and material information that will
enable potential finance providers to make a reasoned and balanced judgement regarding the economic merits of
Obtala's Sierra Leone mineral assets.
Sources of Information (NI 4):
The Technical Report was based upon historic exploration data, internal reports and presentations from African
Minerals limited (AML), the previous holders of the rights. The historic information is in the possession of Obtala by
virtue of the acquisition agreement for the rights. Independent technical reviews were undertaken by consultants,
commissioned by and on behalf of AML. The Diamond Resource estimates have been reviewed at a high level but not
independently due diligenced in detail by Venmyn. Venmyn, having made due enquiry, is reasonably assured that the
estimate is based on accepted industry practice and fairly represent the project. Venmyn inspected the licences for
Obtala's assets but has not independently verified the legal status of the licences nor is it qualified to do so. In addition,
public domain information was utilised as listed in the Reference List (Table 13).
th
th
Personal Inspection (NI 4):
A site visit to the mining operation at Konoma was undertaken by Venmyn on 18 to 24 May 2008, where the mining
operation, as well as the results of the exploration programmes on the Exploration Licences were examined and
interrogated. Shortly after the site visit the mining operation was suspended and no new exploration activities have
been undertaken within the period from May 2008 until the effective date of this Technical Report.
Reliance on Other Experts (NI 5): Venmyn has reported the final results of various exploration surveys undertaken which included the expert conclusions
of RSG Global for the photo-interpretation/palaeodrainage study, Firefly High Resolution Airborne Magnetic (HRAM)
survey contractors and Martin Reed for the geophysical interpretation.
Compliance:
The Technical Report has been prepared for Obtala in compliance with:
the South African Code for the Reporting of Exploration Results, Mineral Resources and Mineral Reserves
(SAMREC) SAMREC Code issued by the Southern African Institute of Mining and Metallurgy (SAIMM) and the
Geological Society of South Africa (GSSA); and

as well as the Canadian National Instrument 43-101 (NI) Standards of Disclosure for Mineral Projects.
Venmyn utilizes a comprehensive checklist incorporating all internationally required compliance requirements for
public reporting of mineral assets. The information quoted in this Technical Report has been scrutinised in terms of this
checklist and the basis of the open and transparent disclosure embodied in the underlying codes for Mineral
Resources reporting. The report sections are designated with the relevant National Instrument Item Numbers.
Scope of the Opinion:
In the execution of the mandate, Venmyn undertook a technical review, in order to identify all the factors of both a
technical and economic nature which would impact the future viability of the projects. Venmyn considered the strategic
merits of the assets on an open and transparent basis.
Nature of the Transaction:
This document is prepared for inclusion within the Obtala Resources Limited Appendix to the Schedule 1
announcement.
Nominated Adviser and Broker: ZAI Corporate Finance Limited, 12 Camomile Street, London EC4A7PT.
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STATEMENT OF INDEPENDENCE, COMPETENCE OF QUALIFIED PERSON AND CONSENT
Venmyn is an independent advisory company. The Qualified Persons are full-time employees of Venmyn and have extensive experience in preparing
technical and economic advisors' and valuation reports for mining and exploration companies, as indicated in the Qualified Person's Certificates in
Appendix 3.
Neither Venmyn nor its staff, has any interest capable of affecting its ability to give an unbiased opinion, and will not receive any pecuniary or other benefits
in connection with this assignment, other than normal consulting fees. The Qualified Persons qualify as Qualified Persons as defined by the Canadian NI43101 Standards of Disclosure for Mineral Assets.
Venmyn fulfils the requirements of a 'competent person' for the purposes of the AIM 'Note for Mining and Oil and Gas Companies’.
CORPORATE STRUCTURE (NI 20)
Obtala is a diversified multi-national mining and mineral exploration group with developing interests in energy and agricultural projects, as well as strategic
investments. A subsidiary company of the group has secured the economic rights to the Sierra Leone Konoma project and has established a distribution
agreement that will achieve upstream profits.
Other subsidiary companies of the group hold the economic rights to gold, uranium, nickel, iron ore, copper and gemstone projects in Tanzania, a kimberlite
project in Lesotho and a renewable energy company in East Africa. The Head Office is located on the 2nd Floor, Martin House, 26-30 Old Church Street,
London SW3 5BY and the current corporate structure is illustrated in Figure 2.
The Directors of Obtala have had no interest, past or present, in the assets described in this Technical Report. Frank Scolaro was a Director of AML and
SLDC, and is a current Director of Obtala. No promoter has had, or currently holds, any interest in the Obtala assets.
ND

FIGURE 2: CORPORATE STRUCTURE AS AT 2 AUGUST 2010
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FIGURE 3: SATELLITE IMAGES OF THE KONOMA REGION
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THE KONOMA ALLUVIAL DIAMOND PROJECT
PROPERTY DESCRIPTION AND LOCATION (NI 6)
General Locality and Infrastructure
The Konoma project is located in central eastern Sierra Leone, approximately 220km east of Freetown, the capital city, and 58km northwest of Koidu
(Figure 4). The project extends along the Lower Bafe River east of the confluence with the Sewa River and west of the Moinde River, as shown in Figure 5.
Konoma is subdivided into numerous trial mining and sampling blocks as illustrated in Figure 5. Rural settlements such as Bangema, Tefeya, Kondama are
present throughout the licence area and are located on the individual block maps. Property beacons were located on a GIS system in the government
approved format.
FIGURE 4: LOCALITY OF OBTALA MINING LEASES AND
EXPLORATION LICENCES (NI 26)

FIGURE 5: OBTALA MINING LEASES AND
MINING/BULK SAMPLING BLOCKS
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Legal Aspects and Tenure
Obtala holds four mining licences ML 001/06, ML002/06 , ML003/06 and ML 004/06 in
the Nimiyama, Nimikor, Sandor and Kamara chiefdoms respectively, as summarised
in Table 1 and illustrated in Figure 5. The licences cover a total of 162.4km2 and all
operations have to be monitored by Minister of Mines personnel. The property
boundaries were located originally by AML's qualified surveyor. Surface rights are
held by the State through the local Chiefdoms. Access rights have been negotiated
with local tribal authorities and the location of the known mineralisation as well as
mining infrastructure are illustrated in Figures 6 to 12.

Nimiyama Chiefdom
Nimikoro Chiefdom
Exploration Licence
Mining Licence
Mining Areas
Konoma Camp

TABLE 1: SUMMARY OF THE LEGAL ASPECTS AND TENURE FOR OBTALA PORTFOLIO
COUNTRY

Sierra
Leone

Sierra
Leone

ASSET
INTEREST LICENCE
HOLDER
/PROJECT
(%)
NUMBER

Konoma

Sierra
Leone
Hard Rock
(SL)
Limited

Sierra
Leone
Exploration
Hard Rock
Licences
(SL)
Limited

ML001/06
100

100

LOCALITY

BLOCK

Nimiyana Chiefdom Kono

STATUS

AREA
(km 2)

Renewed
Kono

Renewed

EXPIRY
DATE

INTEREST

Feb-16
162

ML002/06

Nimikor Chiefdom - Kono

ML003/06

Sandor Chiefdom - Kono

Renewed

Apr-16

Apr-16

ML004/06

Kamara Chiefdom - Kono

Renewed

Apr-16

Alluvial diamonds/gold

EXPL 001/04

Lower Sewa

Sewa

Renewed

108

Mar-13

Alluvial diamonds

EXPL 006/06

Sewa River

Sewa

Renewed

503

Jul-13

Kimberlite/alluvial
diamonds

EXPL 004/06

Gberi

Northwest

Renewed

236

Jul-13

EXPL 011/06

Bafi

Kono

Renewed

528

Jul-13

EXPL 008/06

Wadu

Kono

Renewed

183

Jul-13

Gold/kimberlite
Kimberlite/alluvial
diamonds
Kimberlite/gold

EXPL 001/07

Lake Popei

Coastal

Renewed

54

Jul-14

Kimberlite

TOTAL

1,613
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Mining Law in Sierra Leone
The Mines and Minerals Act 2003 provides that all rights or ownership in, searching for, mining and disposing of minerals in or upon any land in Sierra Leone
are vested in the Republic of Sierra Leone. Pursuant to the Act, the Ministry of Mineral Resources administers the country's mineral resources. Several
types of licence are granted dependent on the fulfilment of a number of conditions, and these licence types and validity periods are tabulated in Table 2.
TABLE 2:TYPES OF RIGHT GRANTED UNDER SIERRA LEONE MINING LAW
TYPE
NEPL non-exclusive prospecting licence

VALIDITY PERIOD
1 year
for 1 year

RENEWABLE

EPL exclusive prospecting licence

2 years

further 2 years

EXPL exploration licence

3 years

two terms of two years

ML Mining Lease

25 years or LOM

maximum of 25 years after initial term

COMMENTS
Held on basis of broad work programmes and expenditure
proposed by the holder. Favourable target areas may be
selected for exploration.
Held on basis of specific work programmes and expenditure
to be undertaken during the term. Favourable target areas
may be selected for exploration.

Whilst mining licences are issued by the Ministry of Mineral Resources, mining rights may not be exercised without the express permission of the
landowner, typically the Paramount Chiefs, the traditional rulers of Sierra Leone.
Taxation, Royalties and Payments
Corporate tax in Sierra Leone is 30% and a royalty of 6% of the diamond revenue as valued by a Sierra Leone Government valuer is payable. In addition,
Obtala will come to separate agreements with each Paramount Chief which will be negotiated directly on a case by case basis.
Environmental Liabilities
Full Environmental Impact Assessment (EIA) and Environmental Management Plan (EMP) studies have been prepared by CEMMATS Group Ltd. Strip
method mining ensures that backfilling of the excavated void occurs as part of the mining process. Topsoil is stockpiled separately at each site and
bulldozed back into position after infilling of the void. Reclamation Land use after mining will revert to that of pre-mining, namely unexploited river bank often
flooded for six months and forest. Rehabilitation within eighteen months is standard in Sierra Leone as the heat and high rainfall promote rapid growth.
All permits required by Sierra Leone Mining Law have been obtained. The surface rights are sufficient for all mining requirements, tailings storage facilities
and processing plant sites.
ACCESSIBILITY, CLIMATE, INFRASTRUCTURE AND PHYSIOGRAPHY (NI 7)
WET ROADS

Infrastructure and Accessibility
The Konoma area is accessed from both Lungi and
Freetown through Magburaka and Masinbi via poorly
maintained roads that are partly tarred (Figure 1). Some
sections of the route are being upgraded and the journey
averages six to eight hours. An airstrip is maintained at
Yengema which is suitable for light aircraft (16 seater) and
helicopters. A deep water port is available at Pepel. A
helipad has been constructed at the Konoma Mine Site.
Direct scheduled flights to Lungi International airport are
available from Heathrow, UK and Nairobi Kenya.
Infrastructure destroyed during the political hostilities is
being repaired but in the meantime power is supplied
locally by generators and water quality is a risk. Mobile
telecommunication networks are available throughout
Sierra Leone.
Climate and Topography
The Konoma project area is situated in the
eastern interior plateaux of Sierra Leone
which consists of a planation surface of low,
flat-topped hills separated by networks of
shallow swamps and streams. The planation
surface is broken by granite massifs which
form very steep sided hills. A covering of
moderate to heavy rain forest is characteristic
which opens in places to thick savannah. The
climate is wet tropical monsoon with a rainy
season between May and October, the
maximum river discharge being in mid
September. Rain can restrict access both to
aircraft and road vehicles and some of the
diamondiferous river terraces are flooded
during the high water season.

BAFE RIVER

TYPICAL RAIN FOREST
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HISTORY (NI 8)
Alluvial diamonds were discovered
in Sierra Leone in 1930 by the British
Geological Survey in the Gbobora
drainage which flows into the
Konoma licence area. Since then
over 50Mcts have been produced in
Sierra Leone.

RIVER AND FOREST
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The Sierra Leone Selection Trust
(SLST) was historically responsible
for the large scale mechanised
mining of the alluvial deposits in the
K o i d u - Ye n g e m a , To n g o a n d
Konoma areas.
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FIGURE 6: TEFEYA 1,2 &3, BANDAKORO, KANGAMA - GEOLOGY AND EXPLORATION
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1985 the alluvial diamond fields
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exploited apart from artisanal
activity. Prior to AML’s holding, the
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statistics are available to Venmyn
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FIGURE 8: SANDIA - GEOLOGY AND EXPLORATION

FIGURE 7:HERMAKONO - GEOLOGY AND EXPLORATION
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FIGURE 9: BAKIDU - GEOLOGY AND EXPLORATION
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FIGURE 10: BOLIMA - GEOLOGY AND EXPLORATION
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FIGURE 11: BONGEMA - GEOLOGY AND EXPLORATION
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FIGURE 12: BOLIMA/LOUMA - GEOLOGY AND EXPLORATION
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REGIONAL GEOLOGICAL SETTING (NI 9)
Sierra Leone is largely underlain by granite-gneiss and Archaean greenstone mobile belt which constitute part of the West African Craton (2600m.a.).
Traditionally two superimposed cycles of sedimentation, mafic to ultramafic intrusion, deformation and granitic intrusion have been identified. The older
cycle was known as the Leoneon Event and dated at 2950-3200m.a. whilst the younger was termed the Liberian Event and dated at 2700m.a. Recent
research suggests that an Archaean mountain chain formed to the south of the country with an initial trend east-northeast which gradually changed northnorthwesterly as the collision closed. The extension of this orogenic belt in Liberia is Eburean in age (2090-1830m.a.).
The greenstone belts form three distinct hill ranges namely; Sula-Kangari, Kambui-Nimini and Gori Hills which strike north and constitute the Kambui
Supergroup and lithologically comprise ultramafic schists, amphibolites politic schists and banded ironstone formation(BIF). Granite massifs form the
Wara-Wara and Loma Mountains and the Tingi Hills. The west of the country comprises a northsouth trending cratonised mobile belt, the Rokel River group,
bounded on the west by Archaean gneisses underthrust by amphibolites of the Kasila Group in a zone of intensely mylonitised granite-gneisses. A series of
major north-northwest trending shear zones are developed.
FIGURE 13: SIMPLIFIED REGIONAL GEOLOGY OF SIERRA LEONE (NI 26)
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LOCAL AND PROJECT GEOLOGY
The local geology of the Konoma project has been determined through bulk sampling, trial mining and trenching. The bedrock is deeply weathered
Archaean granite-gneiss and schist (Kambui Schist) intruded in places by granite massifs. Hall 1968 identified several gravel and terrace types in the
region, the characteristics and genesis of which are summarised in Table 3.
The Konoma gravels have been categorised by AML in a similar manner to Hall (1968) and the aerial extents of the high and low terraces as well as the flat
and swamp gravels for each area of the project blocks are illustrated in the preceding maps (Figures 6 to 12).
A stylised, schematic cross section of the Konoma gravels (Figure 14) illustrates the vertical relationship between the different gravel types however the full
suite is not developed in all areas. In Bakidu the basal gravel is characterised by large cobbles and boulders, is somewhat clast supported, often stained
3
black by iron oxides and in places has grades of 0.17ct/m (see Table 4). This basal gravel can reach 4m thickness and is overlain by Layer 2, which is a
sandy grit with discontinuous layers of conglomerate. Layer 3 is a matrix supported gravel with smaller casts than the basal gravel, is often clay rich and can
form two distinct upward fining horizons.
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LOCAL AND PROJECT GEOLOGY (cont’d...)
The bedrock basement is undulating and overlain by low and high terrace gravels which are distinguished on elevation and comprise fine to medium gravels
with well rounded lateritic nodules and quartz clasts.The genetic relationships of the gravels are not easily interpreted and possibly differ from traditional
sequences in South Africa, where the oldest, broad scale braided stream terraces are preserved at the highest elevations and younger gravels are
developed in incised river valleys. In Konoma the deposition of the gravels seems to have been laterally constrained between basement highs. The possibly
older, high energy basal gravels form the bottom lithologic units, which are overlain by high and low terrace gravels. In places palaeochannel sequences are
well preserved and these are identified as targets both for geological information and the possibility of higher diamond grades.
TABLE 3: TYPES OF ALLUVIAL GRAVEL IN KONOMA (Hall 1968)
TYPES OF GRAVEL

OCCURRENCE

River Channel Gravels On river beds of major rivers Sewa and Bafe
Below present flood plain. A strip of alluvial 20m
to 30m wide in the lowest energy section of the
river valley
Older, recently incised flood plain, now exposed
above water level and covered in overburden.
Long discontinuous strips of alluvial flanking rivers

Flat Gravels

Low Terrace Gravels

NATURE OF MINERALISED
HORIZON
Coarse clay free gravels with
rounded pebbles
Coarse to medium, clay free quartz
gravel. Continuous sheet underlying
floodplain
Coarse to medium quartz gravel. May
be clay rich. Usually stained and often
cemented by iron oxides

High Terrace Gravels

Fossil drainage. Occur well above current flood
Coarse to medium brown stained
plain. Short discontinuous strips along river valley quartz gravel. Often clay rich.
sides or remote from present river channel.
Differing degrees of induration

Swamp Gravels

Develops in swamps

DISTRIBUTION OF
DIAMONDS

RELATIVE
AGE

Normally in basal gravel

Youngest

Highest grades in basal gravel
especially at bedrock/gravel
contact
Highest grades in basal gravel
especially at bedrock/gravel
contact
Highest grades in basal gravel
especially at bedrock/gravel
contact. Increasing proportion
of diamonds in top layers

Oldest

Angular quartz gavels in continuous
Diamonds restricted to basal
sheet below swamp. Can be clay rich
gravels
and vary from fine to coarse

FIGURE 14: SCHEMATIC CROSS SECTION OF KONOMA GRAVELS
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TABLE 4: TECHNICAL PARAMETERS OF KONOMA GRAVELS
LOCATION

U. Bolima Ext.
Upper Bolima
Lower Bolima
Upper Bolima Terrace
Bongayma
KONOMA Kangama
Tefeya 1
Tefeya 2
Tefeya 3
Upper Bandakoro
Lower Bandakoro
Paleo Channel
Paleo sand/gravel
BAKIDU
Low/Mid Terraces
High Terraces
Louma
Madina/Nimbadu
Flat
KONDAMA
Low/Mid Terraces
High Terraces
High Terraces
HERMAKONO
Low/Mid Terraces
High Terraces
Low/Mid Terraces
SANDIA
Flat
TOTAL

2

AREA (m )

115,543.00
195,059.39
50,348.00
174,365.20
44,730.10
79,269.50
44,635.00
4,200.00
50,839.60
29,478.40
16,442.30
21,190.58
15,892.94
158,433.47
468,537.86
152,950.00
182,066.18
14,092.63
14,121.74
7,564.19
362,658.40
176,456.88
547,909.27
271,289.79
60,970.52

OVER
VOLUME
GRAVEL
GRAVEL
BURDEN
OVER
VOLUME
THICKNESS
THICK.
BURDEN
(m 3)
(ave. m)
(ave.m)
(m 3)
0.68
3.02
4.09
5.50
6.00
6.00
6.24
5.97
2.30
2.30
2.30
0.30
1.50
2.46
6.10
6.60
0.35
0.73
0.90
0.45
1.59
1.77

0.37
0.55
0.74
0.67
0.81
0.60
1.00
1.50
2.00
1.35
0.90
1.20
3.00
1.00
0.90
0.40
0.80
0.42
0.20
1.17
0.66
0.66
0.40
0.54
0.42

42,751
107,283
37,258
116,825
36,231
0
47,562
267,810
44,635
6,300
305,038
101,679
183,945
39,796
98,161
14,798
48,738
25,429
36,554
47,679
364,397
158,433
140,561
421,684
229,425
61,180
447,428
144,743
85,993
5,863
93,203
2,824
2,610
8,869
264,741
239,355
158,811
116,462
246,559
219,164
431,351
146,496
107,918
25,303
4,180,891 2,218,600
78,569
589,079

GRADE
(ave.
ct/m 3)

GRADE
(ave
ct/100m 3)

0.10
0.10
0.04
0.02
0.04
0.07
0.04
0.04
0.07
0.04
0.06
0.17
0.05
0.10
0.03
0.05
0.05
0.05
0.05
0.03
0.05
0.05
0.05
0.05
0.07
0.05

10.00
10.00
3.50
2.00
4.00
7.00
4.00
4.00
7.00
4.00
6.00
17.00
5.00
10.00
3.00
5.00
5.00
5.00
5.00
3.00
5.00
5.00
5.00
5.00
7.00

INFERRED
RESOURCE
GRAVEL
Volume

INDICATED
RESOURCE
GRAVEL
Volume (m3)

42,751

23,780

50,839

158,433
421,684
61,180
144,743
5,863
2,824
8,869
239,355
116,462
219,164
146,496
25,303
1,667,745

107,283
37,258
116,825
36,231
23,780
44,635
6,300
50,839
39,796
14,798
25,429
47,679

550,852

DEPOSIT TYPE AND MINERALISATION (NI 10 AND NI 11)
Konoma is an alluvial diamond deposit. The high and low terraces, river channel, swamps and flats at Konoma are all diamondiferous to varying degrees.
Historically pools in the Bafe River channel have been exploited but data available suggests that grades were low and remaining pools in Konoma may not
prove to be significant trap sites for alluvial diamonds. The grades of the low and high terraces in various areas of the project are presented in Table 4 and
3
vary between 0.02 and 0.07ctpm3 (2 to 7ct/100m3), with a weighted average of 0.06ctpm3 (6ct/100m ). Initial bulk sampling of a palaeochannel at Small
Bakidu has shown an encouraging grade of 0.17ctpm3 (17ct/100m3) but this requires verification by processing additional material until the representativity
of the sample has been established. Some 574,000m3 of gravel has been processed with a weighted average global grade of 0.06ctpm3 (6ct/100m3) (based
on actual production). The average gross revenue per carat is USD410/ct and 0.3% of the stones are 'specials' (diamonds greater than 10.8cts).
The source of the diamonds remains obscure. Historically, the diamond fields of Koidu and Tongo to the east, were considered the source of the diamonds
or alternatively, additional more proximal primary sources were envisaged. The existing known primary kimberlite sources seem inadequate to explain the
extent of the alluvial diamond resources in Sierra Leone, even if the known occurrences are considered to be the root zones of larger pipes which have
undergone extensive erosion. Furthermore, present alluvial processes are inadequate to explain the transport of diamonds the large distances from Koidu
and Tongo. Tertiary uplift and tilting which has been proposed to account for the high
FIGURE 15: AIRBORNE MAGNETIC SURVEYS
energy transport of the diamonds, does not seem to have occurred. These
theoretical inconsistencies have prompted exploration by AML and others for
additional primary diamond sources, which, given the lack of indicator minerals and
failure of discovery despite serious exploration, may not confirm typical kimberlitic
hosts or display the usual indicator mineralogies.

10°N

EXPLORATION (NI 12), DRILLING (NI 13), SAMPLE METHOD AND
APPROACH (NI 14)
AML held either exploration licences or exclusive prospecting licences over
41,000km2 across northern, eastern and western Sierra Leone. AML carried out an
extensive, country-wide exploration programme which included high resolution
airborne magnetic surveys over 28,868km2, followed up by reconnaissance stream
sampling at 6,889 locations and reconnaissance stream and soil sampling at 9,487
locations for kimberlitic indicator minerals and precious and base metals.
The results of this reconnaissance exploration programme identified 165
exploration targets for follow-up exploration. Detailed follow-up exploration
highlighted the targets of significance and permitted the relinquishment of less
prospective prospecting licences. The resultant portfolio of select prospecting and
mining licences, including the Konoma mine, was acquired by Obtala in January
2010 and the acquisition afforded Obtala both time and cost saving advantages
from the extensive exploration programme AML completed. The historical revenue
and costs of AML's diamond mining programme in Sierra Leone is set out in Table 8.

8°N

13°W
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EXPLORATION, DRILLING, SAMPLE METHOD
AND APPROACH (cont’d...)
Exploration for Alluvial Deposits
On the Konoma project, a remote image analysis
was commissioned through RSG Global as a
photo-interpretation/palaeodrainage study. Data
sets included Quickbird, and Aster imagery from
Geodatec. Some 106ha were identified as target
alluvial deposits along the present Bafe River
course and floodplain. Four structural traps were
highlighted along the river course but
palaeochannels could not be satisfactorily
identified.

OBTALA RESOURCES PLC

FIGURE 16: DIGITAL TERRAIN MODEL OF TEFEYA

Konoma formed part of the regional airborne
magnetic survey and digital terrain modelling
(DTM) exercise. Ground Penetrating Radar (GPR)
surveys were undertaken by Ground Radar
Canada to delineate palaeochannels and potential
trap sites. An extensive pitting and percussion
drilling programme was completed, the results of
which are illustrated on the individual area maps
(Figures 6-12). Drilling was undertaken by a
tractor mounted Smith Capital RC rig with a
4.5inch bit. The handpits were excavated to
bedrock and spaced at 15m intervals along lines at
100m line spacings. Where warranted, pits at 20m
intervals infilled the grid. The geological
information from this pitting exercise was recorded
onto databases for mapping, profiling and
resource estimation purposes.

Temperature

Trial mining was conducted in numerous areas as
illustrated in the maps of the mining blocks
(Figures 6-12). The gravels were excavated by
Caterpillar 365BL and 330CL excavators to
bedrock and trucked in caterpillar 725 transporters
to stock pile areas before treatment through a
dense medium separation (DMS) processing
plant. The geological information, volumes treated
and diamonds recovered from the trial mining
operation were recorded on databases for
diamond resource estimation purposes .
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FIGURE 17: PRIMARY KIMBERLITE EXPLORATION RESULTS
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Bulk sampling was conducted in Bakidu with
trenches and pits excavated to bedrock by
excavators, and the various lithological units
separately stockpiled and campaigned through a
5t/hr DMS processing plant. Some 73,000m3 of
gravel was treated and the grades for the
lithological units are reported in Table 4.

Follow-up strip sampling consisted of 5m sampling composited into 20m samples of
10litres. Anomalies were identified and drilling confirmed the presence of three kimberlite
dykes as indicated in Figure 16.
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Exploration for Primary Kimberlite
The drainage within the Konoma exploration
NIMIYAMA CHIEFDOM
licence was ranked as 3rd and 4th order streams
and reconnaissance stream samples collected at
250000
255000
260000
trap sites, transported to a washing station where
they were sized into +1mm, -1mm to 0.5mm, -0.5mm to 0.3mm and ultrafine size fractions.
The samples were processed at AML's laboratory at Bo where heavy mineral concentrates
were produced and examined for kimberlitic indicator minerals. Duplicate samples were
verified independently at two processing laboratories in South Africa.
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SAMPLE PREPARATION, ANALYSIS AND SECURITY (NI 15)
Samples excavated for processing were stockpiled and labelled at the processing plant site which was fenced and under strict security surveillance at all
times. All vehicle and personnel movement was monitored on a twenty four basis. Sample processing is described in the Mineral Processing section.
Venmyn are satisfied that the sampling procedures were comparable with procedures utilised in the industry in remote locations, that the processing of the
ore was tightly managed and that security of both samples and plant was satisfactory.
DATA MANAGEMENT AND VERIFICATION: (NI 16)
The sampling information was collected using QA/QC methods that were of a high standard and it is unlikely that any risks associated with potential
sampling error or bias exists. In house GIS systems were used and the data collation is of a high standard. Venmyn is satisfied that the governance, method,
collection, validation, storage, preparation and analysis of data are materially correct.
ADJACENT PROPERTIES: (NI 17)
A number of adjacent properties on the upper Bafe and Sewa Rivers are exploited for diamonds on small scale mining permits. These are mostly privately
owned and operated and include Koala Mining, Shadow Mining and AV Charge. Artisanal working for both gold and diamonds takes place on adjacent
properties.

BULK SAMPLING TRENCH AT GBORORA RIVER

BULK SAMPLE STOCK PILE

BULK SAMPLING AT GBORORA RIVER

KONOMA CAMP
BULK SAMPLING TRENCH 4
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MINERAL PROCESSING: (NI 18)
The mining operation at Konoma has been dormant since early 2008. The original AML operation is described below. The full plant and equipment has been
acquired by Obtala and is currently being re-commissioned. Primary recovery at Konoma was achieved through the production of a heavy mineral
concentrate utilising a DMS process. A flow chart of the 2Mt/a plant is presented below and indicates that head feed gravel was fed directly to the plant or via
a MB70 processor which comprised a pre-sizing and washing unit. The head gravel passed through a 100tph front scrubber and a double deck screen from
which the oversize +32mm and -1.5mm cut off bottom screen size fractions were separated. Only the +1.5mm to -32mm size fraction was treated at the
processing plant and it is estimated that 30%of the run-of-mine material was processed through the DMS. The sized feed passed through a 60tph feed bin,
a pre-screen wash and was pump fed to the Dense Media Separator (DMS) 600mm cyclone. The concentrate from the cyclone was screened through a
large sink screen and fed directly to the final recovery. The screening comprised a double pass fines and middles machine and a single pass coarse unit.
FIGURE 18: FLOWCHART FOR MAIN DMS PLANT - KONOMA
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MINERAL PROCESSING (cont’d...)
The various size fractions of the concentrate were dried and passed through an X-ray flow sort, the fines (1mm to 4mm) at a rate of 800kgph and the coarse
(-16mm) at 1.8tph. Thereafter, the concentrate was fed directly to the modern sort house which contained 12 glove boxes. The sorting process was
monitored by a Mines Monitoring Officer (MMO) who is a government appointed official mandated to check all processes and who had one set of two sets of
keys to the final recovery unit. The entire process from the DMS cyclones onwards was fully automated and completely enclosed from human contact. The
final recovery unit was housed on several floors of a secure, 24h surveillance camera monitored building within a fenced and monitored secure plant site.
Tracer tests were routinely conducted with both synthetic tracers and marked diamonds and recovery was 100%.The concentrate from the final recovery
unit was processed through pressure jigs for gold recovery and the gold was stored in a safe, together with the diamonds from the sort house.
The bulk sampling operation was focused at Bakidu and utilised a mobile 5,000t/month (5tph) DMS sampling plant.
The plant comprised a head feed bin and scrubber from which the +24mm oversize were stockpiled and the -1mm fraction removed to the slimes discharge
in the Bafe River. The feed passed through a double deck preparation screen with a top screen of 12mm and a cut-off bottom screen of -1mm. The plant
recovered -12mm +1mm material only. The +12-18mm fraction was processed over grease tables and through glove boxes. The +1-12mm fraction was
concentrated through a 150mm DMS cyclone and the resultant heavy mineral concentrate sized into -4mm and +4mm fractions, which passed through a
sealed X-ray flow sort and glove box recovery unit and the picked concentrate was passed through the sorting unit a second time. The oversize and
undersize fractions were both processed over grease tables to ensure full recovery and the -1mm fraction was diverted over a sluice table for gold recovery.
FIGURE 19: FLOWCHART FOR BULK SAMPLING PLANT
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Obtala's Operational Strategy
Historically the main AML production was processed through the 2Mtpa DMS plant at Konoma. Obtala is using, in preference, lower-cost, mobile 30t DMS
plants, strategically located in the Mining Lease. The erratic distribution of diamonds within alluvial deposits is recognised by Obtala as an intrinsic
characteristic of the exploitation of such deposits and it therefore intends mining systematically, within geologically constrained domains, rather than in a
random or reactive manner to changes in recovery or grades. The new strategy addresses the critical issues of costs and production rates, which negatively
impacted AML historically. The small mobile units create local focused mining hubs with reduced haulage distances and operating costs. The units are sized
to a sufficient capacity to achieve production forecast rates and as each area is mined out, the unit is rapidly disassembled (within a week) and relocated to a
new site with minimal disruption to production schedules or 'down-time'.
The main plant is expected to continue to operate for the next 12 months or until the gravels within economic trucking distance are exhausted. The existing
5tphr mobile DMS will be used for bulk sampling ahead of the mining to identify additional diamondiferous Mineral Resources. Once the operations at the
main plant are discontinued, Obtala will evaluate the potential benefits of either dismantling and relocating the plant or disposing of the plant entirely.
AML employed approximately 100 ex-patriot employees. Obtala however, believes that the nature of the deposit and its intended production method permit
management of the mine with a limited ex-patriot team (currently 6 on site), thereby significantly lowering running costs at Konoma, as compared to those
under AML's ownership.
MINERAL RESOURCES AND MINERAL RESERVES (NI 19)
The historical Diamond Resources 2008 were calculated and classified by Venmyn in accordance with the Canadian National Instrument 43-101 and
SAMREC Code requirements. The logic employed in selection of the Diamond Resource category is tabulated in Table 5. In all blocks at Konoma the
geological continuity was well established through drillhole and pitting grids. The diamond grades established from trial mining operations and bulk
sampling are considered representative, as sufficiently large volumes of gravel were processed and diamond values for over 24,000cts were obtained.
These parameters exceed the minimum confidence requirements for classification as Indicated Diamond Resources. In blocks where the grade values had
to be extrapolated to distances greater than 250m from trial mining pits, the resource was classified as Inferred. Venmyn quoted the diamond grades per
unit volume as opposed to carats per unit mass, in order to avoid the uncertainties introduced when specific gravity measurements of notoriously
heterogeneous alluvial gravels are used to calculate tonnages. Venmyn quoted the resource as recovered grades.
TABLE 5: DIAMOND RESOURCE LOGIC
RESOURCE
CATEGORY

Indicated

Inferred

NI 43-101 COMPLIANCE
REQUIREMENTS
Reasonable level of confidence with
respect to:Volume
Shape
Physical Characteristics

SAMREC COMPLIANCE
REQUIREMENTS

KONOMA
INDICATED RESOURCE

Determined from close drill spacing Pit/drill 100m line spacing, 15m intervals plus
at 50m x 50m and bulk sampling
trial mining pits and bulk sampling trenches

Grade

Extrapolated from bulk sampling to
Determined from trial mining pits and
a maximum distance or 250m.
extrapolated 250m
Verified by mining records.

Average diamond value
Assumed continuity of geology and/or grade
Sufficiently large parcel

2,000cts or more
Close drill spacing
2,000cts or more

Low Level of confidence with respect to:-

Low Level of confidence

Volume
Shape
Physical Characteristics

Drill spacing not on a 50m ×50m
spacing

24,000 cts sold in 2008
Close pit/drill spacing
24,000 cts sold in 2008
INFERRED RESOURCE

Grades inferred over distances
greater than 250m
Insufficient parcel size

Grade
Average diamond value
Assumed but not verified continuity of
geology and/or grade
No sufficiently large parcel

Pit/drill 100m line spacing, 15m intervals plus
trial mining pits and bulk sampling trenches
Extrapolated from trial mining over distances >250m
Extrapolated from trial mining over distances >250m
Extrapolated from trial mining over distances >250m

Less than 2,000cts

Exceeds the requirement of this category

There has been no depletion to the Diamond Resources quoted in June 2008, as there was no additional mining operation post that date. The diamond
sales reported in 2008 included 24,000cts sold, with a weighted average of USD450/ct. Subsequent to June 2008, diamonds in stock where sold and the
weighted average diamond value for the entire 30,860cts sold is USD410/ct. This USD/ct value includes diamonds sold prior to and partially during the
global economic downturn. The 2010 Diamond Resource statement is presented in Table 6. As previously explained the grades are quoted as recovered
grades per unit volume rather than per tonne, as the specific gravity of the gravels is too erratic to be reliable. The grades quoted for the Inferred Diamond
Resources are assumed values, whilst those for the Indicated Diamond Resources were determined from AML trial mining operations. There is a 6%
underestimation of total carats based on the assumed grades for Inferred Resources. Mineral Resources that are not Mineral Reserves do not have
demonstrated economic viability and the Diamond Resources quoted are inclusive of Diamond Reserves.
TABLE 6: DIAMOND RESOURCES STATEMENT
DIAMOND RESOURCE
CLASSIFICATION

GRAVEL VOLUME RECOVERED GRADE
(ct/m 3)
*(m 3)

CARATS

DIAMOND VALUE
(USD/ct 2006-June 2009)

INFERRED

1,667,745

0.05

86,834

410

INDICATED

550,852

0.06

32,265

410

TOTAL

2,218,597

Note: *Based on volume not tonnage

NET ATTRIBUTABLE
CARATS

119,099
Recovered grades

OPERATOR

86,834 Re-commissioning by
Obtala
32,265
119,099

Based on bottom screen size cut off of 1.5mm
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MINING, FINANCIAL AND ECONOMIC ANALYSIS: (NI 25)
TABLE 7: MINING, FINANCIAL AND ECONOMIC ANALYSIS
NI 43-101
ITEM 25

ADDITIONAL
REQUIREMENTS
Mining method

Metallurgical Processes
(a) Mining
Operations

COMMENT

AMOUNT
(USD)

DESCRIPTION

No current mining activity Historical: open cast, cut and fill alluvial diamond mining (load and haul)
Historical: 2Mt/a DMS processing plant; X-ray recovery; hand sorting:
jig table gold recovery circuit.
No current mining activity Current: mobile 5tphr DMS processing plant: X-ray recovery; hand
sorting; grease table circuits for oversize and tailings: gold recovery
sluice table circuit
Current bulk sampling

Historical: mobile 5tphr DMS processing plant: X-ray recovery; hand
sorting; grease table circuits for oversize and tailings: gold recovery
sluice table circuit
Historical volume gravel mined Nov 2006 to August 2007 (m 3);

Production Forecast

578,195

No current mining activity Historical tons treated in DMS (t)

175,302

Historical total carats

(b) Recoverability Results for Recoverability

Issuer's Production

Historical Production

(c) Markets

Nature and Material Terms
of Agency Relationships

37,666

Historical average recovered grade (ct/m3)

0.06

Historical average value per carat (USD)

410

Diamond prices reported were achieved by open official tender.
The sale was arranged by a subsidiary of Overseas Diamonds who
source registered local and international buyers who offer the best
price on the parcel. This process was underpinned by official government
valuation and conducted through officially registered diamond marketing
facilities or bourses. Strict adherence to the Kimberely Process was
maintained throughout the mining, recovery, marketing and sales
process.

Remediation

Reclamation

Land use after mining will revert to that of pre-mining, namely
unexploited river bank often flooded for six months and forest.
Rehabilitation within eighteen months is standard in Sierra Leone as the
heat and high rainfall promote rapid growth.

Rates of Taxes

The current corporate tax in Sierra Leone is 30%
A royalty of 6% of the diamond revenue as valued by a Sierra Leone
Government valuer is payable

Royalties

Projected estimate USD3m to USD5m.

Capital Cost Estimate

(h) Economic
Analysis
(i)Payback
(j)Life of Mine

Historical number of stones

A full EIA and EMP was prepared by CEMMATS Group Ltd. Strip
method mining ensures that backfilling of the excavated void occurs as
part of the mining process. Topsoil was stored separately at each site
and bulldosed back into position after infilling of the void. Financial
provision was made for site restoration (USD 250,000 in 2007 Financial
Statement).

(e) Environmental

(g) Capital and
Operating Costs
Estimates

30,863
0.66

Agreed commission rate is 6% but no formal contract with Overseas
Diamonds
See Appendix 5 for summary

(d) Contracts

(f) Taxes

Historical average stone size (cts)

Operating Cost Estimates

No current mining

Other Cost Estimates

Full costings for 2007
unavailable

Gross Revenue

Historical

Economic Analysis

N/A

Payback
Mine Life

N/A
N/A

Historical AML Opex USD75m. Forecast Obtala Opex USD250,000/m

250,000/m

Historic Licences, payments to chiefdoms

1,024,012

USD

9,651,553

The table below summarises the historical revenue and application of funds for the AML mining operation prior to 2008:TABLE 8: HISTORICAL REVENUE AND APPLICATION OF FUNDS
HISTORICAL REVENUE AND APPLICATION OF FUNDS

REVENUE

OPERATING
EXPENSES

CAPEX

Diamond Sales (cts)
Ave Diamond Value (USD/ct)
Total Gross Revenue (USD)
Net Revenue (USD)
Closing Stock (cts)
Total closing stock value of diamonds(USD)
Cost of Sales (USD)
Net Operating Expenses (USD)
Taxation Paid or Provision (USD)
Impairment of Intangible Assets (USD)
TOTAL ANNUAL EXPENDITURE
Acquisition of Tangible Assets (USD)
Consumables and stores (USD)
Acquisition Intangible Assets (USD)
TOTAL ANNUAL EXPENDITURE

2005

6,351,396
525,088
6,876,484
4,420,105
13,215,616
17,635,721

2006
4,411
267
1,178,592
1,077,560
Not reported
1,024,030
1,520,037
6,555,597
995,474
9,071,108
24,441,755
1,976,109
9,727,161
36,145,025

2007 TOTALS
/BALANCES

2007
18,071
469
8,472,912
7,492,811
7,247
1,884,187
16,535,455
17,331,654
1,520,562
(15,969,396)
19,418,275
9,153,970
437,754
18,461,011
28,052,735

18,055,492
30,238,647
3,041,124
51,335,263
22,830,262
2,607,033
42,463,439
67,900,734

Note: The above quoted asset figures were global totals for AML. Based on available data, that portion attributable to Konoma could not be split from the global totals.
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OBTALA EXPLORATION PROJECTS
PROPERTY DESCRIPTION AND LOCATION (NI 6)
Legal Aspects and Tenure
The six exploration rights held by Obtala by virtue of the acquisition agreement with SLHR SL are listed in Table 1 and cover 1,613km2 in various regions of
Sierra Leone (Figure 4). The Exploration Licences are all currently valid and expire variously in 2013, 2014 and 2015 (see Table 1).
Descriptions of the taxation, royalties, permits and environmental liabilities are presented in the Konoma Project- Property Description and Location
section.
ACCESSIBILITY, CLIMATE, INFRASTRUCTURE AND PHYSIOGRAPHY (NI 7)
Infrastructure and Accessibility
All of the exploration licences have road access via a
network of paved and semi-paved roads as illustrated in
Figure 4 and rural tracks which require four wheel drive
vehicles. Arterial roads which link to the capital city of
Freetown are tarred but in a poor state of repair.
Direct scheduled flights to Lungi International airport are
available from Heathrow, UK and Nairobi, Kenya.
Infrastructure destroyed in the hostilities is being repaired
but in the meantime power is supplied locally by generators
and water quality is a risk. Mobile telecommunication
networks are available throughout Sierra Leone.

FIGURE 20: TOPOGRAPHY AND REGIONAL STRUCTURE

O

10 N

Wara Wara Mountains
MAIN PLATEAU

Loma Mountains
Sula Mountains

9ON

Plateau Border Fault

Climate, Topography and Vegetation
Sierra Leone comprises two main topographic regions;
namely a coastal plain below 150m above mean sea level
(amsl) which constitutes 40% of the land mass and an
interior plateau 400m to 600m asl which comprises the
remaining 60%, as illustrated in Figure 20.
The main plateau rises gently from the coastal plain and
includes three rugged mountain ranges with peaks of
1,500m amsl; Sula Mountains-Kangari Hills, Nimini HillsKambui hills and Gori Hills as well as the granite massifs of
Wara Wara Mountains, Loma Mountains and Tingi
Mountains. The drainage follows prominent sets of
lineaments and fractures in the Archaean basement. The
coastal plains have shallow gradients characterised by
irregular drainage patterns that descend to the mangrove
flats of the coast line.

Guinea Highlands

Tingi Hills
COASTAL PLATEAU

Gori Hills
Kangari Hills
8ON

Ring Structure

Nimini Hills
1000m
750m
500m
250m
O
7N
0m

13OW

12OW

11OW

The climate is wet tropical monsoon with a wet season between May and October, the wettest month being August and the rivers reaching maximum
discharge in September. Rainfall in the wet season exceeds 2,250mm, with the southeast being the wetter region and the north somewhat drier. During the
wetter months road and aircraft access can be restricted
UNSURFACED ROAD
PAVED ROAD
UNPAVED ROAD
and hamper exploration activities. Rivers in flood can limit
IN WET SEASON
sampling and excavation for two to three months. The
average mean temperature ranges between 26°C and
32°C. Sierra Leone is characterised by extensive
vegetation cover with moderate to heavy rainforest which
opens in places to thick savannah.

FREETOWN PENINSULA AND COASTAL PLAIN

FORESTED MAIN PLATEAU AND HIGHLANDS
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HISTORY (NI 8)
As discussed in the History Section for Konoma, alluvial diamonds were discovered in 1930 by the British Geological Survey in the Gbobora drainage which
flows into the Konoma licence area. The historical exploration for base metals and precious metals elsewhere in Sierra Leone is summarised in Table 10.
TABLE 9: HISTORICAL EXPLORATION
COMMODITY
Gold

Rutile
Ilmentite
Bauxite
Iron Ore
Chromite
Base Metals
Cassiterite
Columbite
Platinum
Nickel

DATE
1926

LOCATION
DISCOVERY
Makoke River, northern Sierra Leone Extensive alluvial goldfields mined by several companies
342,784roy oz mined until ceasation in 1956 with introduction of
1930- 1956 Sula Mts and central
Alluvial Damond Mining Scheme
1984
Peak annual production of 30,000oz
Sula Mts/Kangari Hills, Gori Hills,
1984 to1987
Sierra Leone Diamond Company (SLDC) exploration
Yengema near Gborbora River
2003 to 2004 Loma Mountains
New artisianl workings
Large reserves of ilmenite and zircon
1954
Southern province; Mogbwemo
Rotifunk deposits 60km southeast of Freetown
beach sands along Freetown Peninsula
1921
Mokanji, Gbonge Hills and Port Loko
Began production in 1933 and continued for 40 years. Tonkolili deposit
1926
Marampa
1929
Kambui Hills and Gori Hills
Closed in 1963
Native copper, galena, sphalerite, bismuth, wulfenite, molybdenite and
1970
Sula Mts
wolframite
1970
Nimini Hills Kono
1954
Bo district
4.25t shipped to UK for analysis
York near Freetown
Alluvial 5,255oz produced, no primary source located
1970's
Sula Mts
Lateritic deposits

REGIONAL GEOLOGICAL SETTING (NI 9)
See Regional Geological Setting in Konoma Project section.
Regional Geological Structures
Sierra Leone is characterised by a series of major northwest-southeast trending Archaean shear zones that cut across the regional trends of the Archaean
greenstone belts.
AML identified several major planation surfaces across Sierra Leone and from their spatial distribution concluded that a significant northwest trending
structure traverses the country from north to south paralleling the Rokel River suite as illustrated in the diagram of the topography (Figure 23). The main
plateau is a gently dipping (southwestwards) Upper Cretaceous lateritised peneplain with analogous surfaces in the southwest regions of the coastal plain.
It is suggested that the main plateau and erosional surface of the southwest coastal plain are the same surface but that the main plateau has been uplifted
along the normal fault indicated in Figure 23. Deep erosion of the surface has occurred in embayments on the plateau/uplift margins margins.
The implication for exploration of Cretaceous kimberlites is crucial in that kimberlites emplaced in the coastal regions southwest of the fault and on the main
planation surface will have undergone minimal erosion and indicator dispersal. Those emplaced where erosion has been severe as is the case in the
embayments will have undergone erosion and alluvial diamond dispersion e.g. Tongo and Yengema kimberlites.
Numerous ring structures have been identified in the past from satellite imagery, in Kabala and Dambasulia. In addition, AML identified a large ring structure
150km in diameter centred approximately on the Yengema diamond field, which they have interpreted as a dome developed prior to the opening of the north
Atlantic. The Tongo and Yengema diamond fields were traditionally thought to occur in the floor of a poorly defined rift valley called the Bafi Riflt Valley but
this rift occurs within the major ring structure and may have been genetically related to the dome and onset of kimberlitic intrusion.
FIGURE 21: SCHEMATIC SECTION OF TYPICAL SIERRA LEONE
ALLUVIAL DIAMOND GRAVELS

MINERALISATION AND DEPOSIT TYPES (NI 10 and NI 11)
Diamond Fields of Sierra Leone
Known diamond fields in Sierra Leone are illustrated on the Regional
Geology map (Figure 13) and occur predominantly in the
southeastern and eastern parts of the country. Both alluvial and
primary kimberlite hosts are present and the main alluvial diamond
fields are located in the Kono, Kenema and Bo Districts on the Sewa,
Bafi, Woa, Mano and Moa Rivers. New exploitation of the
northwestern alluvial fields in the Kamakwie area has recently
commenced and occurrences of alluvial deposits in Kabala and the
western coastal plain are known. Primary kimberlites are present in
the Koidu and Tongo areas and Lower Sewa River.

High
Terrace

Shallow Stepped Profile
Low
Terrace

Overburden
HIGH ENERGY

LOW ENERGY

Alluvial Diamonds
The diamondiferous alluvial gravels of southeast Sierra Leone in
particular, comprise a series of gravels, the nature and characteristics
of which are summarised in Table 3 and illustrated in Figure 21. In the
Kamakwie diamond fields swamp gravels were initially exploited but
subsequently, a 30cm to 60cm diamondiferous terrace gravel was
excavated.

Flats

River

Swamp
Gravels
Archaean
Basement

River Channel
Deposits
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TABLE 10: PRIMARY KIMBERLITE OCCURENCES IN SIERRA LEONE
MINERALISATION AND DEPOSIT TYPES (cont’d...)
Primary Kimberlite
DEPOSIT
LOCALITY
GEOLOGY
Primary kimberlite has been found in Sierra Leone in the Koidu
Kimberlite pipes, dyke swarm - covering 20km x4km area.
Dykes range cm's to several metres in width, with marked
and Tonga regions (Figure 13) and the nature of the occurrences
Koidu
Koidu, Kono District
anatomising structures and are vertical. Ring complex of
is summarised in Table 11. The pipes and dykes exposed are root
dykes
zones in deeply weathered basement.
Diamonds from these primary sources occur as both clear and
coated stones in varying proportions. The majority of the clear
stones are colourless, good quality and dominantly octahedral in
shape. Stones range in size from 0.03cts to 50cts the largest
recorded stone from Yengema being 783cts.

Tonga

45km south of Koidu

Peyima

Southwest of Laoma.
Part of Tonga group

Panguma

Part of Tonga Group

Dyke swarm steep dip, strike 060° to 070°, anatomising
structure. Ilmenite and chromite indicator minerals with a
paucity of garnets
4km zone of dykes with small breccia blow (6m x 15m).
Dyke average 23cm in width
Zone of dykes 55m x 1,8km in area. Dykes are
anatomising averaging 45cm in width. Ilmenite present ,
garnet absent

Diamond Source
The source of the diamonds remains obscure. Historically, the diamond fields of Koidu and Tongo to the east were considered the source of the diamonds or
alternatively, additional more proximal primary sources were envisaged. The existing known primary kimberlite sources seem inadequate to explain the
extent of the alluvial diamond resources in Sierra Leone, even if the known occurrences are considered to be just the root zones of larger pipes which have
undergone extensive erosion. Furthermore, the present alluvial processes are inadequate to explain the transport of diamonds the distances from Koidu
and Tongo. Tertiary uplift and tilting which has been proposed to account for the high energy transport of the diamonds, does not seem to have occurred.
These theoretical inconsistencies have prompted exploration by AML and others for additional primary diamond sources, which, given the lack of indicator
minerals and failure of discovery despite serious exploration, may not prove typical kimberlitic hosts nor display the usual indicator mineralogies.
EXPLORATION (NI 12), DRILLING (NI 13, SAMPLE METHOD AND APPROACH (NI 14)
Large tracts of Sierra Leone remained unexplored by modern
techniques. Given the possibility of undiscovered primary and alluvial
diamond deposits, an extensive, country-wide exploration campaign
for primary kimberlite, diamondiferous alluvials and precious and base
metals was undertaken by AML. Sierra Leone was split into
exploration regions as illustrated in Figure 22. These regions included
previously unexplored areas where diamond occurrences were
reported or where artisanal activity had been noted. Following the
results of the extensive exploration programme, large areas were
relinquished by AML and the most prospective licence areas now form
part of the Obtala portfolio.

FIGURE 22: AML EXPLORATION BLOCKS
10° N

9° N

The AML exploration programme included the following:
desktop geological studies to identify lithological and structural

conditions favourable for kimberlite genesis and emplacement;

topographic and remote imagery mapping to understand the

transportation and preservation of the diamonds released on
erosion;

geomorphological studies ( Macnab P.) to aid sampling
procedures;

ground penetrating radar survey;

digital terrain modelling;

high resolution airborne magnetic surveys;

systematic reconnaissance stream sampling for kimberlitic

indicator minerals and precious and base metals; and
2

follow-up sampling and strip line sampling on 41,000km of
northern, eastern and western Sierra Leone.

ARTISANAL MINING IN KOIDU

8°N

7° N
13° W

12° W

50 Km

11° W

LEGEND:

DIAMONDS FROM SEWA RIVER
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North East Block
Gori Hills Block
Sewa Block
North West Block
Coastal Block
Kono Block
Non SLDC Licences
No Fly Zone
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Satellite Imagery
Quickbird satellite imagery effectively showed the following:-

OBTALA RESOURCES PLC

FIGURE 23: AEROMAGNETIC SURVEY BLOCKS
Kamakwie
Block 4

10°N

Block 3
Block 5
Block 2

! discrepancies between topocadastral maps and present day
! river channel positions;
! significant channel shifts which led to abandoned portions of

Block 6

Block 1

the river course which were noted as possible targets; and
! positions of artisanal workings and abandoned areas.

9°N

Tonkolili
High Resolution Aeromagnetic (hram) Surveys
Approximately 335,000 line km were flown over 31,000km2 as
illustrated opposite.

Marampa

The areas covered by the HRAM survey were divided into regions and
designated block numbers as indicated in Figure 23. The survey was
conducted by Firefly Aviation Ltd, Canada and the terrain clearance
was 50m to 60m, with line spacing of 200m over regional licence areas,
narrowing to 100m over specific target areas. Tie line spacings were
1000m and the maps produced are total magnetic intensity interpreted
by Martin Reed.

Konoma

8°N

Coastal
Sewa River

Numerous anomalies were identified, prioritised and follow-up
sampling and drilling undertaken.

7°N
13°W

50 Km

12°W

11° W

Source: AML

LEGEND:

Ground Penetrating Radar (GPR)
A GPR survey was conducted in 2004 by Groundradar, Canada, on
some of the Sewa licences with the following objectives:-

North East Block
Gori Hills Block
Sewa Block
North West Block
Coastal Block


as a mapping tool for the bottom gravel and palaeochannel

mapping along the active river channel;

as a means of calculating gravel volumes; and

SLDC Application
Non SLDC Licences
No Fly Zone
Aeromagnetic Survey
Blocks
Area not flown


to test the effectiveness of the technique in locating kimberlite

below the gravels.
Terrestrial GPR surveys covered some of the river terraces and
marine surveys covered a stretches of the rivers. The survey proved
suitable for:
identifying intrusives such as dolerite dykes (see figure below)

which could act as effective trap sites;

profiling of the river bed;

profiling of the terraces and gravels; and

identification of potholes (as illustrated in the example below).

EQUIPMENT ASSEMBLY ABOARD THE WOODEN-HULLED
BOAT USED FOR THE GPR SURVEY

50MHz ANTENNAE BEING EMPLOYED FOR GPR
PROFILING NEAR SUMBUYA
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EXAMPLE OF TYPICAL POTHOLE DETECTED BY GPR

DYKE SHOWN AS THREE-DIMENSIONAL RENDERING,
RISING FROM SURROUNDING BATHYMETRY

(5 X Vertical Exaggeration)
EXAMPLE OF TYPICAL POTHOLE DETECTED BY GPR

EXAMPLE OF TYPICAL POTHOLE DETECTED BY GPR
Sewa River Flow Direction

Sands & Gravels
Bedded Sands
Gravels
Bedrock

GPR DATA SHOWING DOLERITE DYKE
APPROXIMATELY 850m SOUTH OF SUMBUYA

DETAILED GEOLOGICAL CROSS-SECTION SHOWING NO ACCUMULATION
OF SEDIMENTS ON EITHER TOE OF DYKE
Sewa River Flow Direction

Sewa River Flow Direction
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Digital Elevation Model (DEM)
As part of the aeromagnetic survey, the aircraft GPS recorded the geoidal height of the aircraft and with suitable calibration, this data produced an overview
of large tracts of terrain that were used in conjunction with the ground penetrating radar (GPR) to identify palaeochannels, structural trends and features.
Primary Kimberlite Loam Sampling Methodolgy: (NI 14)
The loam sampling involved to the collection of material from the deflation
layer as follows:
sample grids maximum of 1kmx1km , more typically 200m x 500m;

sample spacing 20m to 50m;

for areas with hard duricrust and sparse vegetation an area 4m2 to
6m2 was swept with a brush or;

collected with spade without disturbing hard substrate;

in swampy or vegetated areas the sample was collected from a hand
dug pit;

sample volumes were 10litres of the -1mm fraction;

samples were pre-concentrated in the field by hand panning;

additional concentration at the Bo laboratory by heavy liquid
separation;

final concentrates were magnetically separated and visually
examined for indicator minerals; and

follow-up strip sampling consisted of 5m sampling composited into
20m samples of 10litres.

Kimberlitic Indicator Mineral Sampling
Primary Kimberlite Stream Sediment Sampling Methodology: (NI 14)
The indicator mineral stream sediment sampling methodology was as
follows:
drainages within the exploration licences were ranked as 3rd and 4th
order streams;

reconnaissance stream samples collected at a sampling density of
approximately 1 sample per 5km2;

best trap sites identified within 100m of the designated site
determined by the geologist;

sample site geo-referenced with hand held GPS and geological
information recorded;

35kg samples transported to a washing station where they were
sized into +1mm, -1mm to 0.5mm, -0.5mm to 0.3mm and ultrafine
size fractions;

the samples were processed at AML's laboratory at Bo where heavy
mineral concentrates were produced;

examined for kimberlitic indicator minerals; and

duplicate samples were verified independently at two processing
laboratories in South Africa.

The ultrafine fractions of the samples were also sent for gold and multielement analysis.

These diagrams and the information therein is copyrighted. They may not be reproduced or transmitted in any form or by any means
without prior written permission from Venmyn Rand (Pty) Ltd.
D800M_Obtala_SierraLeone'10_Version 2
Page 22

45

Independence you can trust

NATIONAL INSTRUMENT 43-101 TECHNICAL REPORT ON OBTALA
RESOURCES PLC'S KONOMA ALLUVIAL DIAMOND PROJECT AND
EXPLORATION PROJECTS IN SIERRA LEONE (NI 1)

OBTALA RESOURCES PLC

SAMPLE PREPARATION, ANALYSES AND SECURITY (NI 15)
Sample Security:
The preparation of heavy mineral concentrates from the stream and loam
samples was conducted by AML, in part at the field camps and the
remainder, in AML's heavy mineral concentrating facility at Bo.
Concentrate preparation was conducted by AML employees. The heavy
mineral concentrating facility at Bo was not subject to the acquisition by
Obtala and remains the property of AML.

Sample Preparation and Analytical Procedures:

all samples are deslimed (-300 micron fraction);

wet screened into a 300 to 500 micron and 500 to 1000 micron
fractions;

two size fractions jigged on Du Toit Venter jigs to produce 1kg to 2kg
pre-concentrate;

tailings (floats) jigged repeatedly until no visible heavy remains;

density tracers used to monitor jig operation and equipment
thoroughly cleaned between samples;

pre-concentrates bagged, sealed with numbered tags and submitted
to MSA Geoservices (MSA) South Africa; (ISO14001 and
ISO9001:2000 accredited);

pre-concentrate treated through heavy liquid separator
(S.G.2.9g/cm);

heavy mineral concentrate split into two and handpicked by two
sorters to ensure quality control (see below);

surface textures examined and recorded; and

selection of indicator minerals submitted for mineral geochemistry
analysis by electron microprobe at approved laboratory.

Stream and loam samples were stored in secure facilities at Kabala and
Yengema as well as at the Bo laboratory. The samples were not exposed to
the elements and were stored in plastic bags with tamper proof ties. Any
sample with insecure ties was rejected. Samples were housed in a 6m
container within 2m perimeter fence. Access to the jig concentrator was
restricted to the jig-house operator and his assistants who are AML
employees.
Access to the Bo laboratory was restricted to senior geologists and
laboratory staff, the windows were burglar barred and the laboratory and
jig house had razor wire fencing, central access control and security guards
at night.
AML’s BO INDICATOR MINERAL
SORTING LABORATORY

BO LABORATORY
MAGNETIC SEPARATOR

BO LABORATORY JIG

BO LABORATORY HEAVY
MEDIA SEPARATION

Quality Control and Checks:
Security of the samples is discussed above and control measures were procedural checks at the sample site and laboratory to ensure that best practise
standards were consistently applied. According to Howe 2005 , the measures in place and staff training was adequate to ensure sample quality.
DATA VERIFICATION (NI 16)
Duplicate treatment of samples by Bo laboratory and MSA showed satisfactory correlation. MSA was satisfied that sampling methodology, treatment
methods and quality control were sufficient to ensure representivity of samples, adequate procedures for transporation and strorage, minimal risk of
administrative error, acceptable laboratory standards and effective data capture (Howe 2005).
The sampling information was collected using QA/QC methods than were of a high standard and it is unlikely that any risks associated with potential
sampling error or bias exists. In house GIS systems were used and the data collation was of a high standard. Venmyn is satisfied that the governance,
method, collection, validation, storage, preparation and analysis of data were materially correct.
KONO EXPLORATION PROJECT
Property Description and Location (NI 6)
Kono Project is located in central western Sierra Leone approximately 220km east of Freetown and 58km northwest of Koidu. The project comprises three
licence areas totalling 929km2 in extent, located along the Lower Bafe River east of the confluence with the Sewa River and west of the Moinde River (as
indicated in Table 1 and illustrated in Figure 24). Licence EXPL11/06 encompasses the dormant mining operation at Konoma. Property beacons were both
surveyed and located on a GIS system in the government approved format.
Infrastructure and Accessibility (NI 7)
The Kono project area is accessed from both Lungi and Freetown through Magburaka and Masingbi via poorly maintained roads that are partly tarred.
Some sections of the route are being upgraded and the journey averages six to eight hours. An airstrip is maintained at Yengema and a deep water port is
available at Pepel.
Climate and Topography (NI 7)
The Kono Project area is situated in the eastern interior plateaux of Sierra Leone which consists of a planation surface of low, flat-topped hills separated by
networks of shallow swamps and streams. The planation surface is broken by granite massifs which form very steep sided hills. A covering of moderate to
heavy rain forest is characteristic which opens in places to thick savannah. The climate is wet tropical monsoon with a rainy season between May and
October, the maximum river discharge being in mid September. Rain can restrict access both to aircraft and road vehicles and some of the diamondiferous
river terraces are flooded during the high water season.
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Geology (NI 9)
The Kono Project is located on Archaean
Leonean granite-gneiss basement eroded to
a shallow dipping Cretaceous planation
surface.

FIGURE 24: KONO EXPLORATION PROJECT
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Deposit Type (NI 10) and Mineralisation
(NI 11)
AML's exploration strategy in Kono was
focused on both primary kimberlitic sources
for the diamonds in the Bafe River deposits
and additional diamondiferous gravels and
palaeo-channels. An historic study suggested
the presence of a palaeochannel near the
confluence of the Bafe and Sewa Rivers
which was examined with the following
modern technological methods:-

OBTALA RESOURCES PLC

EPL016/04
Taia LLC
EPL006/03
Golden Leo

Exploration (NI 12)
HRAM:
The Kono project was part of the 2004 HRAM
10 Km
11 00’W
survey of the region the parameters of which
have been described previously. Interpretation of the HRAM (Reed, M. 2005) suggested
targets success ratios in this terrain can be as low as 1 per 100 (one target in a hundred
proves to be kimberlite) and that the four known kimberlite pipes in the Kono District are
essentially undetectable magnetically and would not have been selected as targets.

EPL008/08
SLDC

EPL003/04
SLDC

O

Satellite Imagery:
Quickbird satellite imagery effectively showed the following:-

10O30’W

LEGEND:
Original AML Application
Original AML Exclusive Prospecting Licence
Original AML Exploration Licence
Original AML Mining Licence/non-Obtala Mining Licence
Original NON-AML Licence
Original AML Kono Exploration Project Area
Obtala Kono Exploration Project (EXPL)


discrepancies between topocadastral maps and present day river channel positions;

significant channel shifts which led to abandoned portions of the river course which were noted as possible targets; and

positions of artisanal workings and abandoned areas.

Digital Elevation Model (DEM):
As part of the aeromagnetic survey, the aircraft GPS recorded the geoidal height of the aircraft and with suitable calibration, this data produced an overview
of large tracts of terrain that were used in conjunction with the ground penetrating radar (GPR) to identify palaeochannels, structural trends and features.

Three, 1ton bulk samples of the kimberlite were
processed and results ranged from 160cpht, 61cpht to
15cpht. These results cannot be considered
representative grade figures, but are indicative that the
dykes are diamondiferous and in all likelyhood
contributed diamonds to the Bafe River alluvial
deposits mined at Konoma. There is potential for
several tens of kilometers of dyke strike length in the
project area.

Drainage Basin
Category
To be soil sampled
Soil samples
- drill target
Kimberlitic indicators
over magnetic
anomaly
Stream sediment
- results pending
Abandon drainage
- poor results

960000

Results
In this region the success of HRAM as a tool for
kimberlite target selection was dubious but the
combined satellite imagery, DEM and stream
sediment and loam sampling programme succeeded
in identifying a primary kimberlite source which
apparently forms part of the Koidu dyke swarm to the
east. Detailed mineralogical and petrographic studies
remain to be done as well as follow-up drilling to define
the morphology of the dykes.

970000

Stream Sediment and Loam Sampling
A major campaign comprising 13,000 samples was completed in 2007 and the indicator mineral results are shown in Figure 25. Several target areas were
delineated and diamond drilling has confirmed the
FIGURE 25: EXPLORATION RESULTS FOR KONO EXPLORATION PROJECT
260000
270000
presence of kimberlite dyke in four holes. Several loam 250000
sample anomalies are located on theoretical
extensions of the dyke swarm, and drilling of these is
pending.

Kimberlitic Indicator
Minerals
50-100 grains
500-2,000 grains
Stream sediment and
Loam sampling
positions
5 Km
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SEWA RIVER EXPLORATION PROJECT (SEWA)
Property Description and Location (NI 6)
The original AML Sewa Project comprised six EPL and EXPL's as illustrated in
Figure 26. Obtala has acquired of two of the rights from the original project,
2
namely EXPL001/04 and EXPL 006/06 totalling 611km .

FIGURE 26: SEWA RIVER EXPLORATION PROJECT
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Infrastructure and Accessibility (NI 7)
The Sewa exploration project area is accessed via main roads from Freetown to
Bo and Sumbuya. A major airport is maintained at Bo and and a deep water port
is available at Pepel.
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EXPL002/02
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Energy
Ltd

EXPL005_06
SLDC

Climate and Topography (NI 7)
The original AML Sewa exploration project area was largely situated in the
western coastal region of Sierra Leone which consists of a shallow dipping
planation surface of low, flat-topped hills separated by networks of shallow
swamps and streams. The planation surface is cut by the Sewa River which
flows through a narrow trough broken by granite massifs which form very steep
sided hills. A covering of moderate to heavy rain forest is characteristic which
opens in places to thick savannah. The climate is wet tropical monsoon with a
rainy season between May and October, the maximum river discharge being in
mid September. Rain can restrict access both to aircraft and road vehicles and
some of the diamondiferous river terraces are flooded during the high water
season.
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Energy
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History: (NI 8)
According to Hall (1968) the diamondiferous gravels of the Sewa River diamond
field had been mined extensively in the past but significant diamond resources
were considered to remain unexploited in the terrace gravels and the swamp
and channel deposits where overburden was too great for artisanal methods or
required mechanised mining.

EXPL006/06
SLDC

EPL005/06
SLDC

EPL001/04
SLDC

EPL002/96
GIDC

EXPL001/04
SLDC

EXPL001/07
Historical Diamond Resource estimates suggest that 50 million m3 of gravel
SLDC
remain unexploited containing a potential of 5.6million cts of diamonds.Hall
11 30’W
theorised that a local source for the diamonds must exist as the diamond characteristics varied
LEGEND:
locally and were associated with kimberlitic indicator minerals that were absent from deposits
Original AML Application
upstream. Exploration for primary kimberlite using trenching, pitting and banka drilling were
Original AML Exclusive Prospecting Licence
unsuccessful and terminated before completion.
O

4 Km

Original AML Exploration Licence

Geology (NI 9)
In the upper reaches of the Sewa River the licences are located on Archaean Leonean granitegneiss basement and the southern tip of the Rokel River Group. The western portion of the
licences cross the mylonitic contact zone between the Archaean granite-gneiss and the Kasila
Group amphibolites and granulites. The licences terminate on the Tertiary coastal plain

8700000

FIGURE 27: EXPLORATION RESULTS FOR SEWA RIVER EXPLORATION PROJECT

Drainage Basin
Category

8500000

Good soil results
- drill target

Original AML Mining Licence/non-Obtala Mining Licence
Original NON-AML Licence
Original AML Sewa River Exploration Project Area
Obtala Sewa River Exploration Project (EXPL)

Deposit Type (NI 10) and Mineralisation (NI 11)
AML's exploration strategy in Sewa was focused on
both primary kimberlitic sources for the diamonds in the
Lower and Upper Sewa River gravels and additional
diamondiferous terrace, swamp and channel gravels.
Exploration (NI 12)
Ground Penetrating Radar (GPR)
GPR surveys covered some of the river terraces and
on a 22km stretch of the river. The survey proved
identified the following:-

Soil results pending


intrusives such as dolerite dykes which act as

Stream sediment
- results pending


distinction of lithologies, in particular between

Abandon
- poor results


profiling of the river bed;

effective trap sites;
sand, gravels and bedrock;

identification of palaeochannels near the town of

830000

Magnetic targets

170000

190000

210000

10 Km

Stream sediment and
Loam sampling
positions

Mofwe;

profiling of the terraces and gravels; and

identification of potholes.
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FIGURE 28: AEROMAGNETIC SURVEY OF LAKE POPEI
KIMBERLITE DYKE

HRAM:
The HRAM survey at Sewa was part of the 2004 HRAM survey of the
region, the parameters of which have been previously described. The focus
was identification of primary kimberlite sources of the diamondiferous
Sewa River gravels (Figure 28).
Some 16,400km line kilometres were flown at a line spacing of 100m by
Paterson, Grant and Watson Ltd, Canada. Some 150 targets were
generated which were prioritised through ground follow-up, modelling,
drilling and sampling.
Digital Elevation Model (DEM):
DEM modelling of the entire Sewa River produced numerous targets in the
form of palaeochannels and channel deposits. Historic diamond resource
estimates for these gravels is in the region of 2million carats and despite the
disappointing results of initial bulk sampling of the targets, they remain
prospective and worthy of confirmatory testing.

500 m

Stream Sediment and Loam Sampling:
AML loam sampled each of the 130 magnetic targets, collecting nine samples over the anomalies and their surrounds. Some 1,200 loam samples have
been collected from the magnetic targets and 62 stream sediment samples were taken over 15 additional magnetic targets. The stream sediment sample
2
density was one per 11km . Four teams of sampling crews were based at Sumbuya village.
Drilling:
Thirteen reverse circulation shallow drill holes totalling 176m have been drilled in the priority HRAM targets. In addition a series of holes were drilled in the
Mofwe targets.
Results:
The combined exploration programme has identified a broad band, 7km to 12km in width, of kimberlitic dykes that extends across the licences.
Ten kimberlite targets remain to be drilled and a significant discovery of the Lake Popei kimberlite dyke was made (see figure below).
The Lake Popei dyke is a northeast trending feature with a strike of more than two kilometres which has been intersected in preliminary RC drilling and
which remains a priority target for future drilling exercises. Detailed mineralogical and petrograhic studies remain to be done as well as follow-up drilling to
define the morphology of the dyke. The dyke occurrences in Sewa correspond with indicator mineral trails and high yield gravels reported by Hall (1968) and
were therefore considered by AML to have contributed diamonds to the alluvial deposits.
NORTHWEST EXPLORATION PROJECT (NORTHWEST)
Property Description and Location (NI 6)
The original AML Northwest Project was located in central and western
north Sierra Leone, approximately 200km northwest of Freetown as
2
illustrated in Figures 4 and 29, and covered an area of 8,398km . The
original project encompasses the artisanal diamond fields of Kamakwie
and the entire region is prospective for diamonds. Obtala has acquired the
EXP 004/06 right as illustrated in Figure 29 and summarised in Table 1.

FIGURE 29: NORTHWEST EXPLORATION PROJECT

APPL004

Climate and Topography: (NI 7)
The Northwest project area is situated largely in the northern interior
plateaux of Sierra Leone which consists of a planation surface of low, flattopped hills separated by networks of shallow swamps and streams. The
planation surface is broken by Liberian granite massifs which form very
steep sided hills as well as the Loko Hills formed from Archaean gneiss and
granitoids. Flat topped hills of the Loko greenstone belt are characteristic of
the central regions.
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Infrastructure & Accessibility: (NI 7)
The Northwest project area is accessed from both Lungi and Freetown
either through Port Loko or Makeni via main roads that are poorly
maintained. More remote areas are accessed by tracks. An airstrip is
maintained at Kabala and a deep water port is available at Pepel.
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A covering of moderate to heavy rain forest is characteristic which opens in
places to thick savannah and elephant grass. The climate is wet tropical
monsoon with a rainy season between May and October, the maximum
river discharge being in mid September. Rain can restrict access both to
aircraft and road vehicles and some of the diamondiferous river terraces
are flooded during the high water season.

Original AML Mining Licence/non-Obtala Mining Licence
Original NON-AML Licence
Original AML North West Exploration Project Area
Obtala North West Project (EXPL)
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Geology (NI 9)
The Northwest project is located largely on Archaean Leonean granite-gneiss basement in the east which is eroded to a shallow dipping Cretaceous
planation surface. A zone of pre-Leonean migmatites trends northwest for 70km over a width of 17km and comprises discontinuous lenses of granitoids. In
the Kamakwie-Kamalu region the underlying basement consists of remnants of the Loko greenstone belt which is a complex, folded zone of amphibolites
and banded ironstone formation forming flat topped ridges and hills.
The west of the project is underlain by successive sequences progressing westwards of:
conglomerates, sandstones, marls and volcanics of the Rokel River Group;

Leonean granite;

Late Archaean Marampa metasedimentary and metavolcanic sequences; and

extensive areas of younger dolerite intrusions.
Deposit Type (NI 10) and Mineralisation (NI 11)
AML's exploration strategy in Northwest project was focused on the discovery of the primary kimberlitic sources for artisanal alluvial mining activities in the
area. A study of the artisanal activity was undertaken, and in the Kamakwie area the reported diamond occurrences are located 5km southeast of
Kamakwie, on drainages that emerge from the Loko Hills greenstone belt. In the last few years the miners systematicaly exploited the swamp gravels and
an alluvial gravel some 30cm to 60cm thick overlain on a sapropite and weathered gneiss basement. The diamondiferous gravel occurs below a 1m to 2m
sand layer and 60cm topsoil overburden.
The diamonds were generally >0.6cts in size and stones of 53cts, 28cts and 6.18cts in size have been recovered. The diamonds are reportedly of good
quality though of a lower quality compared to the diamonds recovered from Koidu. Some diamond occurrences were noted in the Kambia area which is
underlain by the Rokel River Group and Stracke (1963) considered the diamonds to be pre-Cambrian in age. AML, however report the basement to be
gneiss and granite in this region.
Exploration (NI 12)
HRAM:
The Northwest project began as a central HRAM survey of the region the parameters of which were line spacings of 200m and NS tie lines flown every 2km.
A second phase was flown at 100m line spacings over specifically targeted regions and the two data sets were merged for final target selection.
The magnetic signatures from the Northwest project are very complex and show a vast variety of lithologic and structural features overlaying and
intersecting each other. An enormous number of targets were produced as the basement contains highly magnetic lithologies in particular BIF.
Discrepancies were noted between the data that emerged from the HRAM and the regional geological survey maps of the area in particular extensions of
the Loko Hills greenstone belts which was not known previously.

Stream Sediment and Loam Sampling:
A major campaign comprising
reconnaissance 1,600 loam and stream
sediment sampling on a one sample per 56km2 sampling density has been completed.
The sampling programme was designed to
ensure sampling in the vicinity of magnetic
targets. Anomalies containing kimberlitic
ilmenite were identified.

FIGURE 30: EXPLORATION RESULTS FOR THE NORTHWEST EXPLORATION PROJECT
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Some 283 targets were generated which
were followed up with :
visual inspection for causative
features eg cultural contamination by
water towers or metallic roof;

examination for magnetic lithology
outcrops;

loam sampling of unexplained
anomalies; and

drilling of site with favourable
indicator mineral results.

Stream sediment and
Loam sampling
positions
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Results:
In the northwest region the combined
exploration programme resulted in a map
showing the regions of favourable indicator
mineral results (see Figure 30), and more
detailed anomalies of kimberlitic ilmenite
and the production of future drill targets on
kimberlite dykes near Kamakwie.
80000

110000

140000
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COASTAL EXPLORATION PROJECT (COASTAL)

Climate and Topography (NI 7)
The exploration licence area is situated
largely in the coastal plains of western of
Sierra Leone which consists of a Cretaceous
planation surface shallowingly dipping to the
coastal mangroves. The coastal plain is
traversed by numerous drainages systems
with the Sewa and Moa Rivers in the south
and the Little and Great Scarcies in the
northern parts of the project.

9O00’N

EXPL005/06
IBISK

EXPL009/06
SLDC
EXPL002/03
Tecsbaco

Lunsar
EPL009/03
Lion

APPL001

Rokel

Yonibana

Rokel River
SLDC
EXPL004/02
Gondwana
Investments

EPL006/04
Argyll Resources

EPL006/02
Pacific Gold
EPL013/04
Axmin (SL) Ltd
EPL005/02
Bently
Mines Ltd
EPL004/02
EPL001/95
Chetham
EPL001/95 Mining
Winston
Mining
EPL005/03
Tecsbaco

8O30’N

EXPL007/02
Gondwana
Investments SA

EPL009/04
EPL010/04 Golden Leo Hamilton
Kornix Industry
EXPL004/03 EPL002/06
Golden Leo
SLDC
EXPL007/96
RosInt
EPL006/96
NEPL003/03
Golden Leo
Lion

NEPL001/03
Lion
EPL018/04
SLDC

ML2134-6
Sierra Rutile
Tabe River
SLDC

ML2134-4
ML2134-5 Sierra Rutile
Sierra Rutile
ML2134-3
Sierra
ML2134-2 Rutile
Sierra
Rutile
ML2134-4
Sierra
Rutile Ltd

Bo

EXPL002/01
Sierra
Minerals

EXPL001/94
Cassiera
Development

ML2134-7
Sierra
Rutile EPL002/03
Sierra
Rutile Ltd

The climate is wet tropical monsoon with a
rainy season between May and October, the
maximum river discharge being in mid
September. Rain can restrict access both to
aircraft and road vehicles and some of the
diamondiferous river terraces are flooded
during the high water season.

8O00’N

Infrastructure and Accessibility (NI 7)
The original Coastal project area is accessed
from both Lungi and Freetown in the north
and via Bonthe, Nitti and Gbangbatok in the
southern region. All regions within the project
are accessed by roads and tracks in the
remoter reaches. An airstrip is maintained at
Bonthe in the south and Gbagbatok on the
Sherbro River mouth.

FIGURE 31: COASTAL EXPLORATION PROJECT

EXPL006/06
SLDC
EPL005/06
SLDC

EPL001/04
SLDC

7O30’N

Property Description and Location (NI 6)
The original AML Coastal project was located
in western Sierra Leone and parallels the
coast for 300km as illustrated in Figure 31.
The origninal project comprised six licence
areas totalling 18,734km2 in extent and was
divided in two by a central exclusion zone that
includes the majority of Sierra Leone bauxite
deposits. The single licence acquired by
Obtala is EXPL 001/07 (Table 1).

OBTALA
EXPL001/07 SLDC
EXPL001/04
SLDC

EPL011/04
Mining Sierra
Leone Ltd

Geology (NI 9)
The original Coastal project area largely
parallels the regional geology. The northern
region is located on the western margins of
30 Km
12 30’W
the Marampa schists, the Archaean granitegneiss basement and the mylonitic contact region with the Kasila Group schists and gneisses.
The licences in the south of the project extend over the Tertiary coastal deposits.
O

Deposit Type (NI 10) and Mineralisation (NI 11)
Diamonds are recorded from the Moa River in the south and occurrences parallel the drianage
between the Moa and Sewa Rivers. Additional reports of diamonds from Moyamba and further
north at Port Loko are also known.

EPL015/04
Grigsby
EPL016/98
Olympus
Development
O

12O00’W

11 30’W

LEGEND:
Original AML Application
Original AML Exclusive Prospecting Licence
Original AML Exploration Licence
Original AML Mining Licence/non-Obtala Mining Licence
Original NON-AML Licence
Original AML Coastal Exploration Project Area
Obtala Coastal Exploration Project (EXPL)

Exploration (NI 12)
HRAM:
The original AML Coastal project was part of the 2004 HRAM survey of the region, the parameters of which have been described previously. For the
purposes of the aeromagnetic survey the Coastal project was split approximately into two equal portions; a western and eastern section. No known
kimberlites exist in this region.The East Coastal block comprises 5,821km2, of which the western portion covers Leonean granite-gneiss basement and the
remainder covers the Rokel Group metasediments and metavolcanics and westwards into Kasila granulite, migmatite and quartzite.
The Rokel Group sedimentary sequences are magnetically quiet and conducive to the detection of kimberlite. However there proved to be a significant
number of cultural interference anomalies generated and the results of the application of mathematical algorithms to identify cylindrical features proved
disappointing. In total 47 targets were generated for follow-up visual inspection, soil sampling and ground magnetometer survey.
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FIGURE 32: EXPLORATION RESULTS FOR THE COASTAL EXPLORATION PROJECT

8O30’

9O00’

HRAM (cont’d...)
The West Coast HRAM survey covered an area of
2,720km2 and covers the Bullom Group Cenozoic
deposits near the coast. The results showed that
these young sediments are a veneer thickening to
the west on underlying basement gneiss, probably
the Lower Kasila Group. Alternatively the magnetic
unit may be dolerite sill complexex of Mesozoic age
overlying basement gneiss. In either case the west
Coastal belt appears to be underlain by craton and is
therefore prospective for primary kimberlite all the
way to the coast (Reed, M. 2006). The magnetic
patterns of the West Coast block are complex
rendering the detection of kimberlite difficult. In total
55 targets were generated for follow-up. In the West
Coast block HRAM was proved a valuable
alternative exploration method to sampling in flat,
swampy terrain where the latter is difficult if not
impossible.

OBTALA RESOURCES PLC

7O30’

8O00’

Stream Sediment and Loam Sampling:
A campaign comprising loam and stream sediment
sampling, as well as follow-up sampling was
conducted as illustrated in Figure 32. Swampy
conditions rendered the exercise difficult.

LEGEND:
Coastal AML Exclusive Prospecting Licence
Non AML Licence
Exploration Licence
Stream Sediment and Loam Sample position

30 Km

12O30’

12O00’

11O30’

DIAMOND MARKET REVIEW (NI 20)
The global recession dramatically influenced rough and polished diamond supply and demand statistics. The diamond pipeline, which indicates the value of
diamonds at various stages along the production, beneficiation and retail chain, changed significantly during the global recession. Various analysts'
calculations of the value of mine production, supply to rough dealers, supply to manufacturers, and supply and retail diamond jewellery sales are compared
in Table 9. Mine production was reduced between 2006 and 2009, together with the diamond jewellery retail sales.
TABLE 11: DIAMOND PIPELINE
YEAR

RBC
Allan
Capital
Hochreiter
Markets
13.1
~12
11.9
~12.5
12.7
~14
8
~9.75

Kimberely
Process
2006
2007
2008
2009
1.
2.
3.
4.

SUPPLY TO ROUGH
DEALERS (USDbn)

MINE PRODUCTION (USDbn)
Idex
Online
12.51
13.82
14.3

RBC
Capital
Markets
13.2

Idex
Online
13.08
13.95
14.2

10

SUPPLY TO
MANUFACTURERS
(USDbn)
RBC
Idex
Capital
Online
Markets
14.4
13.5
14
14.5
11

POLISHED FROM
LOCAL PRODUCTION
(USDbn)
RBC
Idex
Capital
Online
Markets
19.7
18.72
19.86
19.7
16

RETAIL DIAMOND
JEWELLERY SALES
(USDbn)
RBC
Idex
Capital
Online
Markets
74
68.51
73.08
64.8
65

RBC Capital Markets' forecast was presented in August 2009
Idex Online makes the disclaimer that all figures are provisional at the time of going to print
Allan Hochreiter's forecast was presented in June 2009. The company's estimates were read off a graph
Diamond pipeline calculations (particularly by the International Diamond Exchange) tend to consistently overestimate mine production, if the Kimberley
Process' statistics are to be relied on.
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Diamond Production
There are approximately 40 primary diamond mines in the
world. The Russian Federation, DRC and Botswana were
the largest global producers of rough diamonds by volume
in 2008, producing 60% of global production; ~36,9m ct,
~33,4m ct, and ~32,3m ct in 2008, respectively ( Figure 33
and Figure 34). Botswana, the Russian Federation and
Canada were the largest global producers by value in
2008, followed by South Africa and Angola. These top-five
producers contributed to about 80% of global production
by value.
Rough diamond production in volume terms was reduced
from 167,9bn ct in 2007 compared to 162,9bn ct in 2008,
however, in terms of value, diamond production increased
between 2007 and 2008 from USD11,9bn to at
USD12,7bn in 2008. Global consolidated figures for 2009,
are expected to show a drop in diamond production both in
value and volume terms between 2008 and 2009. During
this period major diamond companies cut production, with,
De Beers cutting its production aggressively, Rio Tinto and
BHP Billiton reducing production and Alrosa continuing to
produced diamonds but not selling them in 2009 (Candy
2009). Several companies have indicated that they have
been ramping up their production, and global production is
expected to increase from the 2009 low until 2013, when it
will begin levelling off. Post 2013, several large mines will
come to the end of their Life of Mine, existing reserves are
being reduced through mining, and exploration efforts
have been reduced suggesting that long term diamond
production is likely to fall (Hochreiter 2009).

OBTALA RESOURCES PLC

FIGURE 33: WORLD ROUGH DIAMOND PRODUCTION BY VOLUME (2008)
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FIGURE 34: WORLD ROUGH DIAMOND PRODUCTION BY VALUE (2008)
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Rough Diamond Demand
Much of the global rough diamond supply is not cut in its country of origin, but is exported to distribution hubs for sorting and valuation and later distribution to
cutting and polishing hubs elsewhere in the world. In 2008 the demand for rough diamonds was significantly lower than for 2007, with ~479Mct exported in
2007 as compared to ~ 412Mct exported in 2008. Diamond cutters were affected by the global economic slowdown in that they had insufficient credit to buy
rough diamonds and the market for jewellery shrank as consumer spending decreased.
The price of rough diamonds increased significantly in the second half of 2009, partly driven by demand and partly by supply. The supply issues included
reduced production, which caused shortages in the market. The demand component included the buying of rough diamonds by dealers, who were
speculating that the price would increase further, the buying of rough in larger volumes by manufacturers, and the buying of rough diamonds so that cutting
operations could resume and avoid shutdowns and layoffs. The demand for rough has been very volatile over the last two years, and it will be very
dependent on diamond jewellery demand and growth for 2010 and beyond.
Rough Diamond Prices
The fall in the prices of rough diamonds in 2008 was most noticeable between September 2008 and December 2008, when prices fell by 45%, the decrease
in prices at the end of 2008 and into 2009 was of the order of 70% to 80% (Mehta 2009, Krawitz 2009). The prices for rough diamonds rebounded strongly in
2009, and particularly in the second part of the year, as a result of decreased mine production and increased demand. Krawitz (2009 and 2009b) noted that
the year saw rough diamond prices rise by 65%, and elsewhere noted that rough prices are at their pre-recession levels. Major producers continue to report
improved conditions and maintained market strength, despite continued concern over the nature of the demand from the United States. In addition, China
and India continue to perform strongly.
The current strength in rough diamond prices is set to ensure significant improvements in producers cash flows during 2010, and the general sentiment in
the market is positive for continued price growth in rough diamonds, albeit that a return to the highs of 2007 is expected to be slow. There remains a certain
level of restraint in the market, however, given the continuing concerns regarding the recovery in the United States market.
Polished Diamond Supply
Tel Aviv and Antwerp, among other cities, have been historically important diamond-cutting hubs. However, the world's diamond cutting and polishing
(particularly for diamonds with sizes of 1.5 ca and below) has been moving to cheaper locations, and 70% of the world's diamonds were cut in Surat, India,
prior to the recession. India has a larger share of global imports of diamonds by volume than by value.The diamond-cutting industry has been characterised
by layoffs, bankruptcies and closures as a consequence of the recession. The industry in India has been particularly affected, with 500,000 jobs lost and
between 30% and 50% of diamond-processing factories closed, with the remainder working below capacity (Ahmed 2009). It is possible that the recession
will result in China gaining a firmer toehold of the diamond-processing industry, with KPMG predicting that China's share of the global diamond processing
industry could grow to 21.3% by 2015, while India may see its share fall from 57% to 49% (Shandong 2009).
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Polished Diamond Supply (cont’d...)
The diamond-polishing industry has suffered from a lack of demand for polished diamonds, particularly from the US; a squeeze on its margins, as a result of
rough prices and polished prices being out of equilibrium with each other; and a downgrading of many diamond-cutting companies' credit ratings (Ahmed
2009).
The world's polished diamond supplies increase, theoretically, with increasing demand for polished diamonds. While this should start to happen in 2010, the
ability of the industry to supply polished diamonds may initially be constrained by downgraded credit ratings. Analysts seem to concur that polished
diamond-demand recovery will occur, but it will be slow (Diamond World News Service 2009).
Demand for Polished Diamonds and Consumption Trends
The United States (US) market has historically been the most important market for polished diamonds, as it accounts for 50% of worldwide diamond
jewellery sales. With the onset of the global recession, discretionary spending patterns changed and there was a drop in demand for luxury items including
diamond jewellery in the US and Japan. In some months of the recession, there were significant drops in diamond sales, including a drop of 20% in diamond
jewellery sales in October 2008 (Mehta 2009). Chinese polish diamond demand, however, continued to be strong during the recession, with net diamond
sales largely keeping pace with the growth in gross domestic product (GDP) (Lieberman 2009).
China accounts for about 8% of total polished diamond consumption, but this is expected to double by 2015 (Candy 2009). Analysts speculate that 2010 will
show the start of the market recovery for diamonds and that the market will have fully recovered by 2011.
Polished Diamond Prices
The prices for polished diamonds peaked in August 2008, but fell rapidly towards the end of the year. Polisehd prices fell an additional 5% over 2009.
Between August 2008 and December 2009, prices have fallen a further 15%. Analysts are divided on whether rough diamond and polished diamond prices
should move in unison for 2010 and beyond. Those who believe that the two prices are intricately connected believe that the polished diamond price will
necessarily rise (Krawitz 2009b). If they do not move in unison then a market correction for the polished price need not necessarily happen.
The following forecasts have been made for polished diamonds in 2010:
polished diamond prices may fluctuate in 2010, as the diamond-jewellery pipeline restocks. This may cause the price to be artificially high in 2010;

diamond price inflation will stabilise, possibly at, or slightly higher than, the 3% to 4% annual inflation rate; and

polished diamond demand will be increasingly dependent on demand from India and China (Gassman 2010).
FIGURE 35: POLISHED DIAMOND PRICES
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Global Outlook for Diamonds
In the long term, demand for rough diamonds is expected to outstrip supply as the supply of rough diamonds is limited because of dwindling reserves,
reduced exploration budgets and a small number of diamond projects coming on stream in the next ten years. Meanwhile, it is expected that there will be no
abatement in demand. Once the world recovers from the recession that it has been experiencing, it is likely that the demand for rough and polished
diamonds will increase as a result of:
rising incomes, throughout the world, but particularly in Asia, where there is a growing number of high-net-worth individuals;

the bridal market, where traditional diamond jewellery continues to be favoured;

financial recovery; and

an expanding market, in which China and India are taking an increasingly important place (Diamond World News Service 2009).
Kimberley Process
The Kimberley Process is a joint government, international diamond industry and civil society initiative to stem the flow of conflict diamonds, described as
rough diamonds that are used by rebel movements to finance wars against legitimate governments. The trade in these illicit stones has contributed to
devastating conflicts in countries such as Angola, Cote d'Ivoire, the DRC and Sierra Leone. The Kimberley Process Certification Scheme is an innovative,
voluntary system that imposes extensive requirements on participants to certify that shipments of rough diamonds are free from conflict diamonds. The
Kimberley Process comprised of 48 participants, including the European Community (EC) in September 2007 (Wikipedia 2010). Kimberley Process
participants account for approximately 99.8% of the global production of rough diamonds.
COUNTRY PROFILE AND ECONOMY (NI 20)
TABLE 12: SIERRA LEONE COUNTRY PROFILE
CATEGORY
Location
Capital City
Geographic Co-ordinates
Land Area
Population
Ethnic Grouping
Languages
Currency Code
Exchange Rate
Inflation Rate (consumer prices)
GDP (official exchange rate)
Real GDP Growth Rate
GDP Composition
Export Value
Export Commodities
Export Partners
Import Value
Import Commodities
Import Partners
Poverty
Government type
Total Renewable Water Resources
Rivers
Natural Resources
Power
Land Use
Irrigated Land
Environmental issues
Industries
Local disease

SIERRA LEONE COUNTRY PROFILE
West African Coast, bordered by Guinea, Liberia and the Atlantic Ocean.
Freetown.
O
O
8 30’00"N 11 30’00"W.
71,740km2.
5,132,138.00
Temne 30%, Mende 30%, Creole (Krio) 10%, Other 30%.
English (official, regular use limited to literate minority), Mende (south), Temne (north), Krio.
Leone (SSL).
1USD= 3,680.5 Leone (SSL): 1SSL=USD0.000257.
11.7% (www.indexmundi.com).
2.088 billion.
4%.
Agriculture (49%), industry (31%) and services (21%).
USD216million f.o.b.
Diamonds, rutile, cocoa, coffee, fish.
Belgium 39.2%, US 22.1%, India 7%, France 5.4%, Netherlands 4.1%.
USD560million f.o.b.
Foodstuffs, machinery and equipment, fuels and lubricants, chemicals.
China 10.2%, US 7.8%, Belgium 6.6%, UK 6.5%, Cote d’Ivoire 6.2%, India 5.6%, Thailand 5.1%.
70.2% of the population live below the poverty line.
Constitutional democracy.
160cu km.
Rokel (flows south-west from the Loma Mountains to the Sierra Leone River Harbour) and Southern Rivers.
Diamonds, titanium ore, bauxite, iron ore, gold and chromite.
Production - 80 million kWh; consumption - 77.4 million kWh with no exports or imports of power.
Arable land: 7.95%, permanent crops 1.05%, other 91.00%.
300km2.
Water pollution (due to mining by-products and sewage), air pollution, soil depletion/exhaustion, deforestation,
overgrazing, population growth pressuring environment, depletion of natural resources, overfishing,
overharvesting of timber.
Diamond mining, small-scale manufacturing (beverages, textiles, cigarettes, footwear), petroleum refining, small
commercial ship repair.
Food or waterborne diseases (bacterial and protozoal diarrhea, hepatitis A, typhoid fever and Cholera); vector
borne diseases (malaria and yellow fever); water contact disease (schistosomiasis); aerosolized dust or soil
contact disease (Lassa fever), animal contact disease (rabies).
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INTERPRETATION AND CONCLUSIONS (NI 21)
Project Upside Potential:

the bulk sampling programme has identified a palaeo-channel at
Bakidu and initial results indicate that grades of 0.17ct/m3 are
achievable;

geological continuity of this channel is possible and should be the
focus of additional exploration;

identification of additional such palaeo-channels could add
considerable upside potential to the project;

some 11,765g of gold were recovered during the processing of the
gravels. The historic gold recovery by sluice table can be
considerably upgraded and gold production offers upside potential
for the operation;and

large tracts of the Bafe River within the Obtala mining licences
remain unexplored in any detail and there is no geological reason to
suppose that the diamondiferous gravels already discovered at
Konoma do not continue within the remainder of the river valley,
thereby opening up considerable additional diamond resource
potential.

Venmyn's review of the Konoma alluvial diamond project has highlighted
the following:

AML originally undertook an impressive exploration programme
including remote imagery analysis, airborne magnetics,
reconnaissance stream sediment sampling, follow-up sampling,
exploratory drilling/pitting and bulk sampling;

estimation of an Inferred Diamond Resource of 86,834cts and an
Indicated Diamond Resource of 32,265cts, at a weighted average
diamond value per carat of USD410/ct (2006 to 2009 prices);

the exploration programme identified several primary kimberlite
dykes within the exploration licence which encompasses the mining
licences. AML considered the dykes to be extensions of the Koidu
kimberlite province to the east. The possibility that these dykes are
the source of the indicator mineral anomalies and diamonds in the
gravels will require investigation; and

the access, infrastructure, laboratory and databases developed by
AML are of a high standard and they add value to the project. The
data generated is suitable for use in Diamond Resource estimation;

Obtala is currently re-commissioning the main DMS plant at
Konoma;

the business plan for the Konoma project includes:¡
minimising production costs, in particular expatriate labour costs;
¡
stockpiling Run of Mine (RoM) ore and operating the main DMS
plant over a 10 day period to process this stockpile, as opposed to
the 20day/month, 24hr/per day, historic rate;
¡
implementing a government approved, community based mining
initiative with local artisanal miners who operate within the
Konoma licence area, in order to improve public relations with
local miners and create a low cost diamond supply chain
(Appendix 6);
¡
acquire small, mobile 30t DMS plants similar to the bulk sampling
plants utilised by AML, which will be deployed strategically on the
identified diamondiferous gravels and palaeo-channels within the
concession area; and
¡
subsequent to the purchase of the small DMS units, the main plant
will be either modified, sold or moved depending on the
requirements of the operation at that time.

Obtala has successfully negotiated a Diamond and Sales
agreement with a Hong Kong based distributor which will access the
robust and growing Asian diamond market.

Venmyn's review of the Obtala Exploration Projects has highlighted the
following:

AML historically created a unique portfolio of extensive prospecting
and exploration licences in Sierra Leone on a scale that is very
unusual, if not unprecedented in Africa;

AML embarked upon an exploration programme designed to
discover the hitherto elusive source for the alluvial diamonds in many
parts of Sierra Leone; to define the status of the artisanal workings;
estimate the depletion of the theoretical alluvial diamond resource
defined by Hall in 1968; and identify additional alluvial targets which
are inaccessible to the artisanal miners without mechanisation and
modern exploration techniques;

the historical AML exploration programme included remote imagery
analysis, airborne magnetics, DEM, GPR, reconnaissance stream
sediment sampling, follow-up strip line sampling, exploratory
drilling/pitting and bulk sampling. The results of each of these
surveys have been reported in this Technical Report;

the access, infrastructure, laboratory and databases developed by
AML were of a high standard, and now contribute to the value of the
Obtala projects;

the combined exploration effort proved efficacious in detecting
primary kimberlite and has proven useful in areas where traditional
stream sediment and loam sampling is difficult because of swampy
conditions.

new primary kimberlite dykes were discovered in the Lake Popei
region of the Sewa project, in the Kamakwie area of the Northwest
Project and in the southeast of the Kono Project, an extension of the
Koidu kimberlite dyke swarm has been identified;

GPR proved a valuable tool for defining river channel and terrace
gravels and new alluvial targets on the Sewa River were identified for
future bulk sampling;

the various surveys, in particular the HRAM and DEM provided new
regional geological information which is not recorded on the
geological survey maps, in particular an extension of the Gori Hills
greenstone belt;an extension of the Loma Hills deposits; and the
identification of Archaean craton below the Tertiary coastal deposits.

this new regional geological information impacts the strategies going
forward for primary kimberlite and base metals exploration;

the combined exploration programme proved invaluable in
highlighting the project areas which are unfavourable for kimberlite
discovery and provides comfort that no undiscovered targets will be
lost in licences that were relinquished; and

Obtala has benefited from the historical AML exploration programme
in that it has acquired the most prospective of the original AML
portfolio, with both future exploration targets already defined and
upside potential highlighted.

Konoma Alluvial Diamond Project Risks:

The mining project is subject to the normal risks related to geology,
mineralisation and grade that are inherent any mining activity;

political instability in the region of Konoma. Historically Konoma was
a focus area in the rebel war which officially ended in January 2002.
Violent incidents in the region were reported in October 2007 and
indicate that the youth in the region are a destabilizing influence and
the mining operations in the regions are potential targets of the
dissatisfaction; and

historical licencing issues. The issuing of valid licences in Sierra
Leone was historically complicated by the multi-party system in
which licences were granted by the chiefdoms, as well as the
Ministry of Mineral Resources. The licence tenure of Obtala has
been confirmed by the Ministry of Mineral Resources in December
2009.
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Obtala Exploration Project Risks:

the exploration projects with defined targets contain the normal risks
related to geology, mineralisation and grade that are inherent any
exploration undertaking;

political instability in the region of Konoma as discussed for the
Konoma project; and

licencing issues as discussed for the Konoma project.
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the exploration on the Sewa River has yielded valuable information

with regards to the gravels deposits in the river channel and the
terraces alongside the river course. Theoretical studies suggest that
some 5.6Mcts of untapped Diamond Resources exist in these
gravels which have been the focus of artisanal activity and are
clearly diamondiferous. By virtue of the acquisition of the historic
AML data, Obtala have the background information to create a very
efficient and specific exploration programme to test the diamond
bearing potential of these extensive gravels;

the Lake Popei and associated dyke swarms discovered by AML are
the potential source for the considerable diamond content of the
Sewa River diamond fields and this remains to be confirmed by
drilling and bulk sampling; and

the kimberlite dyke swarm discovered by AML in the Northwest
project could be the source of the Kamakwie diamond field
diamonds and the extent of the swarm and the grades of the
kimberlite require confirmation.

Project Upside Potential:

The Kono project area has diamondiferous kimberlite dykes with
potential surface strike lengths of several tens of kilometers. Should
these kimberlite bodies be the source of the diamonds in the Bafe
River then the grade could potentially be high. Economic mining of
dykes is dependent largely on grade and dyke width and these
parameters still require determination at Kono. However should they
prove favourable mining such bodies would be simple and relatively
inexpensive;

RECOMMENDATIONS (NI 22)
Konoma Alluvial Diamond Project

The logistical and climatic influences and physiological nature of the
ore body lend themselves to small scale, low cost, mobile mining
methods as opposed the historical large scale approach adopted at
Konoma by AML;

the historic large scale operation proved uneconomic and future
mining methodology will have to be restructured to be more cost
effective in order to profitably extract the Diamond Resource already
identified;

Venmyn recommends that the 2Mt/a plant be disposed of as
Obtala's additional exploration areas are not at the development
stage where such a plant could be utilised. This should be replaced
by smaller, mobile units that can be rapidly and easily moved to new
resource blocks thereby eliminating the costs incurred in trucking
gravels to a large plant;

Obtala Exploration Projects

Venmyn recommends the bulk sampling of the dykes in Kono
project, the Northwest project and the Sewa River-Lake Popei
kimberlite. Samples of 2,000t should be treated with the aim of
producing a minimum of 500cts of diamonds. These quantities
should be sufficient to determine a grade estimate and a value for
the diamonds, both of which are important input parameters for
defining a Diamond Resource. Should the grade estimates prove
positive, systematic drilling should be conducted to define a three
dimensional volume estimate for the bodies.

The loam sample anomalies that are suspected extensions to the
Kono and Lake Popei dykes should also be followed up with
exploratory mapping and drilling;

all the information available pertaining to the Sewa River gravels
should be re-examined and collated to formulate a very focused
bulk sampling operation to prove the diamond bearing potential of
the alluvial deposits;

Venmyn recognizes that invaluable geological information has been
gathered through this extensive and costly exploration exercise and
recommends that the intellectual property be made part of a
company and traded within that vehicle. This would enable other
exploration and mining companies teams to utilise the data and
would be a means of recovering some of the input costs for areas
where kimberlite exploration has proved unsatisfactory.
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APPENDIX 4: GLOSSARY AND ABBREVIATIONS
TERM
Abandoned
Alluvial
Archaen
Arenaceous
Arkose
Basement
Basic
Basin
Bedrock
Braided Stream
Breccia
Calcite
Carat
Channel
Clast
Conglomerate
Contact
Craton
Cretaceous
Deposit
Deposition
Diamondiferous
Dilution
Dip
Dolerite
Dyke
Elluvial
Estimation
Exploration
Facies
Fault
Fine-grained
Fluvial
Foliation
Formation
Garnet
Geophysics
Geotechnical
Gneiss
Grade
Granite
Gravel
Greenstones
Horizon
Illmenite

DEFINITION
Former channel no longer carrying water
Diamond deposits that are located in sediments transported by river systems
A period of time between approximately 4 000 Ma and 2 500Ma
Sedimentary rock composed wholly of or partly of sand sized fragments, or having a sandy appearance or texture
A coarse red or pink sandstone formed by the disintegration of crystalline rocks like granite
The surface beneath which sedimentary rocks are not found
Of igneous rocks having a relatively low silica content
A large depression, allowing for the accumulation of material
The solid rock lying beneath superficial material such as gravel or soil
A stream that divides into numerous channel ways that branch, separate and rejoin
A type of rock consisting of coarse, angular fragments
A carbonate mineral (CaCO3)
Unit weight for diamonds, 0.2g = 1 carat
The bed of a stream or waterway that are rarely straight, they may meander or show braiding
An individual fragment of rock mass removed by the physical disintegration of a larger mass
A coarse-grained clastic sedimentary rock, composed of more or less rounded fragments at least 2mm in diameter set in a fine-grained matrix
Surface between to materials of differing composition or depositional history
Part of the continental crust that has been stable for at least 1 000 Ma
The interval of geologic time that began about 140 Ma, that lasted approximately 75 Ma
Any sort of earth material that has accumulated through the action of wind, water, ice or other agents
The accumulation of material, may include precipitation
Kmberlite containing diamonds
Waste that is mixed with ore in the mining process.
The angle that a structural surface (fault plane) makes with the horizontal measured perpendicular to the strike of the structure
A medium grained igneous rock that is emplaced within the earth's crust in the form of dykes or sills, it has the same mineralogy as basalt
Intrusive igneous rock vertically or sub vertically emplaced, usually dolerite
Disintegrated rock accumulated where the rock originated
The quantitative judgment of a variable
Prospecting, sampling, mapping, diamond drilling and other work involved in the search for mineralisation
An assemblage or association of mineral, rock or fossil features reflecting the environment and conditions of the origin of the rock
A fracture in earth materials, along which the opposite sides have been displaced parallel to the plane of movement
The average diameter of the particles are less than one sixteenth of a mm
Of or pertaining to rivers or streams
A continuous or discontinuous layer structure in metamorphic rocks formed by the segregation of various minerals.
A geologic unit used in the classification of strata or rocks
A silicate mineral commonly found in diamondiferous kimberlites, used as an indicator mineral in exploration
A section of earth science that employs the principles and methods of physics
Application of earth sciences to engineering
A foliated metamorphic rock formed under high grade regional metamorphism
The relative quality or percentage of diamonds within the rock mass
Medium to coarse grained plutonic rock
An unconsolidated accumulation of particles larger than sand (pebbles or cobbles)
Any green weakly metamorphosed igneous rock, the colouration reflective of the mineralogy
An interface indicating a particular position in a stratigraphic sequence
A black or dark mineral, an ore of titanium and iron, a common accessory mineral in igneous rocks and an indicator mineral for kimberlites.

That part of a diamondresource for which tonnage, densities, shape, physical characteristics, grade and average diamondvalue can be estimated
a reasonable level of confidence. It is based on exploration sampling and testing information gathered through appropriate techniques from locations
Indicated Diamond
such as outcrops, trenches, pits, workings and drill holes. The locations are too widely or inappropriately spaced to confirm geological and/or grade
Resource
continuity, but are spaced closely enough for continuity to be assumed and sufficient diamonds have been recovered to allow a confident estimate
average diamond value.
That part of a diamondresource for which tonnage, densities, shape, physical characteristics, grade and average diamondvalue can be estimated
Inferred Diamond a low level of confidence. It is inferred from geological evidence and assumed but not verified by geological and/or grade continuity and a sufficiently
Resource
large diamond parcel is not available to ensure reasonable representation of the diamond assortment. It is based on information gathered through
appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes that may be limited or of uncertain quality and reliability.
Undissected upland between adjacent streams flowing in the same direction
Interfluve
The period of geological time extending from 210 to 140 Ma
Jurassic
A volcano originating from the mantle portraying characteristic carat shape at depth and consisting of kimberlite rock. This rock is defined as
Kimberlite
porphyritic alkaline peridotite containing phenocrysts of olivine and phlogopite.
Kimberley Process Requires certification of all diamonds mined and upon every transfer of ownership of the diamonds
A soil residue composed of secondary oxides of iron, aluminum or both in regions of intense weathering
Laterite
Expected duration of time that it will take to extract accessible material.
Life of Mine
Lithology
Mafic
Mapping
Matrix

The description of the characteristics of rocks as seen in hand specimens and outcrops.
Pertaining to iron and magnesium, equivalent to basic.
Physical in field plotting of geological information for future use.
Fine grained rock that supports larger clasts or pebbles
That part of a diamondresource for which tonnage, densities, shape, physical characteristics, grade and average diamondvalue can be estimated
a high level of confidence. It is based on exploration samplingand testing information gathered through appropriate techniques from locations such
Measured
Diamond Resource outcrops, trenches, pits, workings and drill holes. The locations are spaced close enough to confirm geological and/or grade continuity and sufficient
diamonds have been recovered to allow a confident estimate of average diamond value.

(cont’d... page 40)
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APPENDIX 4: GLOSSARY AND ABBREVIATIONS (cont’d...)
Process which produces structural and mineralogical changes in any type of rock in response to physical and chemical conditions different from those
under which the rocks originally formed.
Metasedimentary Sedimentary rock that has undergone metamorphic processes
Naturally occurring element or compound of non biological origin, having an ordered atomic structure and characteristic chemical composition, physical
Mineral
properties and crystal form.
A long narrow belt within the continental crust where tectonic and metamorphic activity occur.
Mobile Belt
Opencast/Open pit Surface mining in which ore is extracted from the pit. The geometry of the pit may vary with the characteristics of the orebody.
A naturally occurring material from which a valuable mineral can be extracted
Ore
A continuous, well defined mass of material of sufficient ore content to make extraction economically feasible
Orebody
The process responsible for the development of mountainous terrain and the formation of rock within these terrains.
Orogeny
An area where rocks occur at the surface, they may or may not be covered by alluvium or vegetation.
Outcrop
The alluvium and rock that must be removed in order to expose an ore deposit.
Overburden
Ancient channels
Palaeochannel
Parcel
A collection of diamonds of various sizes made available for sale as a single package
Lasting or active throughout a number of years
Perrenial
See diatreme
Pipe
A surficial deposit containing economic quantities of valuable minerals, the minerals being resistant to chemical weathering and physical abrasion.
Placer
Depression allowing the collection of heavy minerals.
Pothole
A period of geologic time from the formation of the earth up to approximately 59Ma.
Precambrian
Is the economically mineablematerialderived from a Measured and/or Indicated DiamondResource. It is estimated with a lower level of confidence than
a Proved Resource. It is inclusive of diluting materials and allows for losses that may occur when the material is mined. Appropriate assessments,
Probable reserves which may include feasibility studies, have been carried out, including consideration of, and modification by, realistically assumed mining,metallurgical,
economic, marketing, legal, environmental, social and governmental factors. These assessments demonstrate at the time of reporting that extraction
reasonably justified.
A deposit with the potential for economic extraction.
Prospect
Is the economically mineable material derived from a Measured and/or Indicated DiamondResource. It is estimated with a high level of confidence. It
inclusive of diluting materials and allows for losses that may occur when the material is mined. Appropriate assessments, which may include feasibility
Proven reserves
studies, have been carried out, including consideration of, and modification by, realistically assumed mining, metallurgical, economic, marketing, legal,
environmental, social and governmental factors. These assessments demonstrate at the time of reporting that extraction is reasonably justified.
A geologic era approximately 590 to 2 500Ma.
Proterozoic
A crystalline silicate
Quartz
Taking rock material at regular intervals along exposed mineralisation for assay (determination of mineral content).
Sampled
A fine to coarse grained arenaceous sedimentary rock, consisting of silicate group minerals.
Sandstone
A metamorphic rock that is not defined by mineral composition, but by well developed parallel orientation of more than 50% of the minerals present.
Schist
Formed by deposition of solid fragmental material that originates from the weathering of rocks and is transported from a source to a site of deposition.
Sedimentary
Measure of quantity of mass per unit volume, density
Specific gravity
Diamonds
Stones
Bedded or layered arrangement of materials
Stratified
Individual geologic layer of a stratigraphic sequence
Strata
Metamorphism

Strike
Stripping
Stripping ratio
Subsidence
Tailings
Tectonics
Terrace
Trenching
Ultramafic
Unconformity
Waste rock
Weathered rock

The direction taken by a structural surface such as a fault plane as it intersects the horizontal
Removal of waste overburden covering the mineral deposit
Ratio of ore rock to waste rock measure in tonnes
The downward settling of material with limited horizontal movement
The waste products of the processing circuit that may still contain small quantities of the economic mineral
A branch of geology closely related to structural geology, dealing with larger features of the earth as well as the forces and movements that produced
them.
Fluvial terraces are elongate terraces that flank the sides of floodplain s and fluvial valleys
Making of elongated open-air excavations for the purpose of mapping and sampling
Containing >90% mafic minerals
A break in the sequence of strata in an area that represents a period of time during which no sediment was deposited, indicating a change in
prevailing conditions within the area.
Rock with insufficient economic mineralisation to justify processing
Rock that has been broken down by the influences of water and air that becomes softened and partly decomposed.

*Source: Collins Dictionary of Geology: Lapidus, D.F ans Winstanley, I. 1987
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APPENDIX 4: GLOSSARY AND ABBREVIATIONS (cont’d...)
ABBREVIATION
AML
AusIMM
Capex
DME
DTM
EIA
EMP
EPL
EXPL
GDP
GPR
GPS
IDEX
IKONOS
IMF
LoM
LSE
ML
Opex
PPP
Pr.Sci. Nat
Q
Quemic
RC
RD
ROM
SACNASP
SAMREC
SAMVAL
SG
SLHR
USD
UNITS
bn
ºC
cm
cts/cm3
Ct/m2
ct/m3
cpht
cts
cts/st
ha
kg
km
km2
m
m2
m3
m3 /h
mm
Mt
t
%
USD
USD/ct
ZAR

DEFINITION
African Minerals Limited
The Australasian Institute of Mining and Metallurgy
Capital Expenditure
Department of Minerals and Energy
Digital Terrain Model
Environmental Impact Assessment
Environmental Management Programme
Exclusive Prospecting License
Exploration Licence
Gross Domestic Product
Ground Penetrating Radar
Global Positioning System
International Diamond Exchange
Ikonos High Resolution Satellite Imagery
International Monetary Fund
Life of Mine
London Stock Exchange
Mining Licences
Operating Expenditure
Purchasing Power Parity
Professional Natural Scientist
Quarter
Quemic International Holdings (Pty) Ltd
Reverse Circulation
Relative Density
Run of Mine
South African Council for Natural Scientific Professions
South African Mineral Resources Committee
South African code for the valuation of Mineral Assets
Specific Gravity
Sierra Leone Hard Rock Limited
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NATIONAL INSTRUMENT 43-101 TECHNICAL REPORT ON OBTALA
RESOURCES PLC'S KONOMA ALLUVIAL DIAMOND PROJECT AND
EXPLORATION PROJECTS IN SIERRA LEONE (NI 1)

OBTALA RESOURCES PLC

APPENDIX 5: AGREEMENT SIGNED FOR THE DISTRIBUTION RIGHTS TO DIAMOND PRODUCTION
Obtala signed a Distribution Agreement with VL Holdings Limited (VL), Hong Kong, whereby VL will act as the sole distributor for the diamond production
from the newly acquired Konoma alluvial diamond operation in Sierra Leone. Under the terms of the agreement VL will act as the exclusive distributor
responsible for the collection, safe transportation, marketing and selling of stones. VL has acquired the exclusive rights for a one year period in
consideration for a one-off payment of USD250,000.
VL has further agreed to pay Obtala an amount equal to the price per carat as determined by the Government Diamond Valuator (GDV) plus a 15% premium
on all stones. The GDV is regulated by the Government of Sierra Leone under the Kimberley Process Certification Scheme. In addition, VL will pay Obtala
50% of the realised value, after costs, from the sale of polished individual stones greater than or equal to 5 carats.
Any and all expenses, costs and charges incurred by the Distributor in the performance of its obligations under the agreement are paid by the VL, unless
otherwise agreed.
VL shall pay the full amount invoiced to it by the Obtala in USD within 60 days of the date of invoice, except for the Larger Stones which will be polished, the
payment will occur after receipt of the revenues of the sale, minus expenses occurred and taxes.
The agreement with VL Holdings completes the mine to market value chain from which Obtala Resources will financially benefit from the downstream
profits which will be realised through the sales of large polished stones. VL Holdings represents a direct link to a buoyant Far East market where demand for
quality gemstones is strong. They provide a technical, financial and secure structure to achieve maximum benefit for downstream revenue.
APPENDIX 6: COMMUNITY MINING SCHEME
The Community Mining Scheme was launched following endorsements, resulting from a consultation process held in Sierra Leone, with Vice President,
Hon. Chief Samuel Sam-Sumana, the Minister of Mineral Resources, Hon. Alhaji Alpha Kanu, the Minister of Labour, Employment and Social Security, Hon
Minkailu Mansaray, the Governor of the Kono District, the Paramount Chiefs for the Nimiyama, Nimikor and Sandor Chiefdoms and the Senior District
Mining Engineer.
The Community Mining Scheme is a partnership between Obtala and the artisanal miners operating in the respective Chiefdoms within which the mining
licence falls. Currently the Kono District contains one of the worlds' largest concentrations of artisanal diamond miners, many of whom live in poverty, and
unemployment in the area is high.
The partnership, endorsed by the Government of Sierra Leone and key stake holders, includes a three month trial period within which Obtala will pay daily
salaries and taxes, with diamond recovery bonus and supply of mining equipment to 150 miners from each of the three chiefdoms, totalling 450 workers. On
completion of the trial period, the programme will be extended for a further 12 months with an additional 1,000 people, in total, employed from the
Chiefdoms. Obtala will also provide the sales and marketing outlet for diamonds mined during the term of the partnership, and will ensure that the diamonds
pass through the Kimberley Certification process in Freetown and that all taxes are paid to the Government of Sierra Leone.
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PART IV
ADDITIONAL INFORMATION
1

Incorporation and principal activities

New Obtala
1.1

New Obtala was incorporated and will trade under the name Obtala Resources Limited.

1.2

New Obtala is domiciled in Guernsey and was incorporated and registered in Guernsey on 20 July
2010 as a company limited by shares with registered number 52184. The liability of its members is
limited.

1.3

New Obtala was incorporated under the Companies (Guernsey) Law, 2008 (as amended) and its
securities are governed by the Guernsey Companies Law.

1.4

New Obtala’s registered office is Albert House, South Esplanade, St Peter Port, Guernsey. GY1 3AJ.
The telephone number of the principal place of business is 01481 747814.

1.5

New Obtala has no administrative, management or supervisory bodies other than the New Obtala
Board, the remuneration committee and the audit committee, both of which have no members other
than the New Obtala Board.

1.6

New Obtala’s auditors will be Baker Tilly UK Audit LLP of 2 Bloomsbury Street, London
WC1B 3ST, which is regulated for audit by the Institute of Chartered Accountants of Scotland.

1.7

Immediately after completion of the Scheme and Admission New Obtala will become the parent
company of the wholly owned subsidiary Obtala Resources Plc which will be re-registered as a private
limited company and will changes its name to Obtala Services Limited.

The Company
1.8

The Company was incorporated and trades under the name Obtala Resources Plc.

1.9

The Company is domiciled in the United Kingdom and was incorporated and registered in England
and Wales on 20 December 2007 as a public limited company with registered number 06458544. On
11 March 2008, the Company obtained a trading certificate pursuant to section 117 of the Companies
Act 1985. The liability of its members is limited.

1.10 The Company was incorporated under the Companies Act 1985 and its securities are now governed
by the Act.
1.11 The Company’s registered office is 17 Hanover Square, London W1S 1HU and its principal place of
business is Martin House, 26-30 Old Church Street, London SW3 5BY The telephone number of the
principal place of business is 020 7099 7261.
1.12 The Company has no administrative, management or supervisory bodies other than the Old Obtala
Board, the remuneration committee and the audit committee, both of which have no members other
than the Old Obtala Board. Following Admission the remuneration committee and audit committee of
the Company will no longer meet as they will be replaced by corresponding committees of New
Obtala.
2

Securities being admitted

2.1

The New Obtala Shares are ordinary shares of 1p each in the capital of New Obtala and will be issued
in British Pounds Sterling. The ISIN of the New Obtala Shares is GG00B4WJSD17.

2.2

The New Obtala Shares may be held in certificated form or under the CREST system, which is a
paperless settlement procedure enabling securities to be evidenced and transferred otherwise than by
a written instrument in accordance with the CREST Regulations. New Obtala’s registrars, Capita
Registrars are responsible for keeping the Company’s register of members.
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2.3

The voting and dividend rights attaching to the New Obtala Shares are set out in paragraphs 6.11 and
6.15 of this Part IV.

2.4

The New Obtala Shares have no right to share in the profits of New Obtala other than through a
dividend, distribution or return of capital; further details of such rights are set out in paragraph 6 of
this Part IV.

2.5

Each New Obtala Share is entitled, on a pari passu basis with all other issued New Obtala Shares, to
share in any surplus on a liquidation of the Company.

2.6

The New Obtala Shares have no redemption or conversion provisions.

2.7

The New Obtala Shares are freely transferable provided that such shares are fully paid, New Obtala
has no lien over such shares, the instrument of transfer is in favour of not more than four joint
transferees and is in respect of only one class of shares.

2.8

No person has made a public takeover bid for New Obtala’s issued share capital in the financial period
to 31 December 2009 or in the current financial period.

3

Share Capital

New Obtala
3.1

New Obtala has an unlimited share capital which may be issued as New Obtala Shares of £0.01 each
and the issued share capital of New Obtala as at the date of this document is as follows:

New Obtala Shares (of £0.01 each)
3.2

£

Issued and fully paid
up share capital
Number

0.02

2

The issued share capital of New Obtala immediately after the Scheme becomes effective and
Admission and the New Obtala Acquisition of Own Shares becoming effective will be as follows:

New Obtala Shares (of £0.01 each)

£

Issued and fully paid
up share capital
Number

2,221,532.52

222,153,252

3.3

The par value of each New Obtala Share is £0.01.

3.4

At the date of incorporation, New Obtala had an unlimited share capital which may be issued as New
Obtala Shares (of £0.01 each), two of which were issued to the subscribers to the Company’s
memorandum of incorporation.

3.5

By a written resolution of the shareholders of New Obtala dated 5 August 2010 it was resolved that:
3.5.1 the New Obtala Directors were generally and unconditionally authorised pursuant to Article 8
of the Articles to exercise all the powers of the Company to allot and make offers to allot New
Obtala Shares up to an aggregate nominal amount of £732,808.82 provided that such authority
expired at the conclusion of the annual general meeting of the Company held in 2011 or
30 June 2011 (whichever was earlier) save that New Obtala may before such expiry make an
offer or enter into an agreement which would or might require relevant securities to be allotted
after such expiry and the New Obtala Directors may allot relevant securities in pursuance of
such offer or agreement as the authority conferred thereby had not expired;
3.5.2 the New Obtala Directors were authorised and empowered pursuant to Article 9 of the Articles
to allot New Obtala Shares for cash pursuant to the Article 8 authority referred to in paragraph
3.5.1 above as if Article 9.2 did not apply to any such allotment provided that this power should
be limited to allotments on a pro rata basis and the allotment shall not exceed New Obtala
Shares up to an aggregate nominal amount of £320,763.96;
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3.5.3 the agreement between the two initial subscribers for New Obtala Shares (1) and New Obtala
(2) relating to New Obtala Acquisition of Own Shares was approved.
3.6

Save as described above, New Obtala has made no further allotments of New Obtala Shares since the
date of incorporation.

3.7

No person has any rights to subscribe for the authorised but unissued share capital of New Obtala.

3.8

Fox-Davies Capital Limited has been granted warrants to subscribe for 1,926,722 Old Obtala Shares
at 15.5p per Old Obtala Share at any time before 7 August 2014. The Old Obtala Articles will be
amended at the General Meeting to provide, inter alia, that any Old Obtala Shares issued to any
person (other than New Obtala) after the Scheme becomes effective will be immediately transferred
to New Obtala conditional on and in exchange for the issue of one New Obtala Share in respect of
each Old Obtala Share transferred. This means that if Fox-Davies Capital Limited were to exercise all
or any part of its warrant to subscribe for Old Obtala Shares it would be issued one new Obtala Share
in exchange for each Old Obtala Share in respect of which it exercised its warrant. Also,New Obtala
(together with Old Obtala) has executed the Deed of Option Cancellation. Save for this, no person has
any rights over the capital of New Obtala and save for this, New Obtala has not agreed conditionally
or unconditionally to grant any option over its capital.

The Company
3.9

The authorised and issued share capital of the Company as at the date of this document is as follows:
Authorised
share capital
£
Number
2,221,532.52

222,153,252

Issued and fully paid
up share capital
£
Number
Old Obtala Shares of £0.01

2,221,532.52

222,153,252

3.10 The par value of each Old Obtala Share is £0.01.
4

The Group

4.1

The Company holds, as at the date of this document, 20 per cent. or more of the issued shares in the
following companies:
Name

Country of incorporation

Obtala Limited
Obtala Resources (T) Limited2
Mindex Invest Ltd2
Uragold Ltd2
Uragold (T) Ltd4
Montara Continental Limited3
Montara Mozambique Limitada5
Montara Forest Limitada5
Sierra Leone Hardrock (SL) Limited
1

England and Wales
Tanzania
British Virgin Islands
England and Wales
Tanzania
Seychelles
Mozambique
Mozambique
Sierra Leone

Percentage holding
100.0
100.0
100.0
100.0
75.0
60.0
58.5
58.5
100.0

Notes:
(1) Held directly by the Company
(2) Held by Obtala Limited
(3) Held by Mindex Invest Ltd
(4) Held by Uragold Ltd
(5) Held by Montara Continental Limited

Obtala Limited and Uragold Ltd operate wholly or mainly in England & Wales, Mindex Invest Ltd, Obtala
Resources (T) Limited, Uragold (T) Ltd, Montara Continental Limited, Montara Forest Limited, Montara
Mozambique Limitada and Renholn Holdings Inc operate wholly or mainly in Tanzania.
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5

Memorandum of Incorporation

New Obtala has unlimited objects and there are no restrictions on these objects contained in the
memorandum of incorporation of New Obtala.
6

Articles of Incorporation

The New Obtala Articles which were adopted by a written resolution passed on 5 August 2010 contain
provisions, among others, to the following effect:
6.1

Alteration of share capital
New Obtala may by ordinary resolution consolidate and divide all or any of its share capital into
shares of larger amount than its existing shares, subdivide all or any of its shares into shares of smaller
amount than is fixed by the memorandum, cancel any shares which, at the date of the passing of the
resolution, have not been taken, or agreed to be taken, convert all or any of its shares the nominal
amount of which is expressed in a particular currency into shares of a nominal amount of a different
currency and where its share capital is expressed in a particular currency or former currency,
denominate or redenominate it, whether by expressing its amount in units or sub-divisions of that
currency or former currency, or otherwise.

6.2

Acquisition of own shares
Subject to the Guernsey Companies Law and to any rights attached to existing shares, New Obtala
may acquire all or any of its own shares of any class. Any on-market acquisition needs to be authorised
by an ordinary resolution of New Obtala. An off-market acquisition can only be made in pursuance
of a contract authorised in advance by a special resolution of New Obtala. In accordance with the
Guernsey Companies Law, New Obtala must be able to pass the solvency test after the acquisition is
made before effecting any such acquisition.

6.3

Share rights
Subject to the Guernsey Companies Law, and subject to and without prejudice to any rights attached
to any existing shares, any share in New Obtala may be issued with or have attached to it such rights
and restrictions as New Obtala may by ordinary resolution decide, or if no such resolution has been
passed or so far as the resolution does not make any specific provision, as the New Obtala Board may
decide.
Subject to the Guernsey Companies Law and to any rights attached to any existing shares, New Obtala
may issue redeemable shares or convert existing shares into redeemable shares which are, or at the
option of New Obtala or the holder are liable to be, redeemable. The terms and conditions of
redemption of any shares so issued or converted must be set out in the New Obtala Articles or in the
terms of issue of those shares.

6.4

Allotment of securities and pre-emption rights
Subject to the provisions of the Guernsey Companies Law, the New Obtala Articles and any resolution
passed by New Obtala conferring authority on the New Obtala Directors to allot shares, and without
prejudice to any rights attached to existing shares, all unissued shares are at the disposal of the Board
which may offer, allot, grant options over or otherwise deal with or dispose of them to persons at such
time and for such consideration and on such terms as the New Obtala Board may decide. The authority
of the New Obtala Board to allot unissued shares is subject to the passing of an ordinary resolution
which will determine the maximum number of shares that the New Obtala Board is authorised to allot
during the allotment period specified in that ordinary resolution (which, in practice, will be the period
between the passing of such an ordinary resolution and the following annual general meeting of New
Obtala).
The Guernsey Companies Law does not provide any statutory pre-emption rights. The New Obtala
Articles therefore provide that shares issued wholly for cash by New Obtala must first be offered to
existing shareholders, unless a special resolution permits otherwise, in proportion to their respective
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holdings of New Obtala Shares (i.e. the provisions relating to statutory pre-emption rights under the
2006 Act have been broadly replicated in the New Obtala Articles).
6.5

Disclosure of interests in shares and shareholder notification
New Obtala may by notice in writing require any person whom New Obtala knows or has reasonable
cause to believe to be interested in any class of shares of New Obtala to confirm that fact or indicate
whether or not it is the case and to give such further information as may be required. Pursuant to the
New Obtala Articles, New Obtala Shareholders are obliged to comply with the notification and
disclosure requirements in Chapter 3 of the Disclosure and Transparency Rules as if New Obtala were
a UK domestic company. The Disclosure and Transparency Rules can be accessed and downloaded
from the FSA website at http://www.fsahandbook.info/FSA/html/handbook/DTR/5.

6.6

Share certificates
Every person (except a person to whom New Obtala is not by law required to issue a certificate) whose
name is entered on the New Obtala register of members as the holder of shares in certificated form is
entitled, without payment, to one certificate in respect of all shares of any class held by him. In the
case of joint holders, delivery of a certificate to one of the joint holders shall be sufficient delivery to
all.

6.7

Forfeiture and lien
Subject to the Guernsey Companies Law, the New Obtala Board may from time to time make calls
upon the members of New Obtala in respect of any moneys unpaid on their shares, subject to the terms
of issue of such shares. Each member shall (subject to being given at least 14 days’ notice in writing
specifying where and when payment is to be made) pay to New Obtala the specified amount called
on his shares. If any call or instalment of a call remains unpaid on or after the due date for payment,
the New Obtala Board may at any time thereafter serve a notice in writing on the holder requiring
payment of such unpaid amount together with any interest accrued thereon and any expense incurred
by New Obtala by reason of such non-payment. Interest shall accrue on any sums which are unpaid
from the day appointed for payment thereof to the time of actual payment at such rate as the New
Obtala Board may decide (although this shall not exceed 15 per cent.). The notice shall state that in
the event of non-payment in accordance with the notice, the shares on which the call has been made
will be liable to be forfeited.
New Obtala shall have a first and paramount lien on every share (not being a fully-paid share) for all
amounts payable to New Obtala (whether presently payable or not) in respect of such share. The New
Obtala Board may waive any lien which has arisen. New Obtala may sell, in such manner as the New
Obtala Board may decide, any share on which New Obtala has a lien if any sum in respect of which
the lien exists is presently payable and is not paid within 14 days after a notice demanding payment
and stating that the share may be sold for non-compliance with such notice shall have been given to
the holder of the share.

6.8

Variation of rights
Subject to the provisions of the Guernsey Companies Law, and to any rights attached to existing
shares, all or any of the rights attached to any class of shares may be varied with the consent in writing
of the holders of at least 75 per cent. in value of the issued shares of the class or group or the sanction
of a special resolution passed at a separate general meeting of the class or group at which the
provisions of the New Obtala Articles in relation to the majority required for a special resolution are
fulfilled in respect of the relevant class(es) of shareholders (excluding holders of treasury shares). A
quorum for the separate class meeting is two persons (in person or by proxy) holding one-third of the
voting rights of the shares of that class or group.

6.9

Transfer of shares
(A)

Any member may transfer all or any of his certificated shares by an instrument of transfer in
writing in any usual or in any other form which the New Obtala Board may approve. An
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instrument of transfer shall be signed by or on behalf of the transferor and by or on behalf of
the transferee.
(B)

Any member may transfer all or any of his shares which are in uncertificated form, subject to
the Guernsey CREST Requirements, by means of a relevant system.

(C)

The New Obtala Board may, subject to applicable law, refuse to register any transfer of shares
in certificated form, which are not fully-paid shares.

(D)

The New Obtala Board may also refuse to register the transfer of a share in certificated form
unless the instrument of transfer:

(E)

(i)

is left at the registered office of New Obtala (or at another place as the New Obtala
Board may determine from time to time which includes New Obtala’s registrars)
accompanied by the certificate for the share to which it relates and such other evidence
as the New Obtala Board may reasonably require to show the right of the transferor to
make the transfer;

(ii)

is in respect of one class of share only; and

(iii)

in the case of a transfer to joint holders, is in favour of not more than four persons.

No fee shall be payable to New Obtala in respect of the registration of any transfer, probate,
letters of administration, certificate of marriage or death, power of attorney, instruction or other
document relating to or affecting the title to any New Obtala Shares.

6.10 General meetings
(A)

The New Obtala Board shall convene and New Obtala shall hold general meetings and annual
general meetings in accordance with the Guernsey Companies Law. General meetings (other
than the annual general meeting) are called general meetings.

(B)

The New Obtala Board may convene general meetings whenever it thinks fit. The annual
general meeting will be held once every year in Guernsey (or in such other place as the New
Obtala Directors may decide).

(C)

All annual general meetings of New Obtala shall be called on not less than 21 clear days’
written notice and in the case of all other general meetings at least 14 clear days’ notice
convening the meeting must be given. In the case of a meeting which is adjourned for 30 days
or more notice of the meeting will be given as in the case of the original meeting. Subject to
the provisions of the Guernsey Companies Law, the provisions of the New Obtala Articles and
to any restrictions imposed on any shares, the notice shall be sent to all the members, to each
of the New Obtala Directors and to the auditors.

(D)

The notice shall specify the place, day and time of the meeting, the agenda and the general
nature of the business to be transacted at the meeting.

(E)

In the case of an annual general meeting, the notice shall specify the meeting as such.

(F)

In the case of a general meeting, the notice shall specify the agenda for the meeting and indicate
any proposed business of the meeting.

(G)

A member may nominate a person on whose behalf he holds shares to enjoy rights to receive
a copy of all communications that New Obtala sends to its members (that is, the provisions of
sections 146 to 149 of the Act have been broadly replicated in the New Obtala Articles).

(H)

All meetings of New Obtala Shareholders shall be quorate where two members are present in
person or by proxy and entitled to vote at the meeting. If the meeting is not quorate, the meeting
may be adjourned. At any adjourned meeting the quorum shall be those members present in
person or by proxy.
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(I)

Resolutions shall be decided on a show of hands unless a poll is demanded by:
(i)

the chairman of the meeting;

(ii)

at least five members present in person or by proxy and entitled to vote on the resolution;
or

(iii)

a member or members present in person or by proxy and representing not less than
10 per cent. of the total voting rights of all the members having the right to vote on the
resolution.

(J)

A poll shall be taken in such manner as the chairman of the meeting shall direct.

(K)

A New Obtala Director shall, notwithstanding that he is not a member, be entitled to attend and
speak at any general meeting and at any separate meeting of the holders of any class of shares
in the capital of New Obtala.

6.11 Voting rights and restrictions
Subject to any special terms as to voting attached to any shares and to the New Obtala Articles, on a
show of hands every member who is present in person or by proxy shall have one vote and on a poll
every member who is present in person or by proxy shall have one vote for every share of which he
is the holder. On a poll, a member who is present in person or by proxy and who is entitled to more
than one vote need not use all his votes or cast all the votes he uses in the same way. A member may
appoint more than one proxy.
No member shall be entitled to vote at any general meeting unless all moneys presently payable by
him in respect of shares in New Obtala have been paid. A New Obtala Shareholder who has been duly
served with a disclosure notice (similar to a notice under section 793 of the Act for UK companies),
or who has not provided to New Obtala information required to be notified under the Disclosure and
Transparency Rules, and who has not complied with such notice, or who has not supplied New Obtala
with the information required, either within a period of 14 days or the relevant period stipulated by
the Disclosure and Transparency Rules respectively, shall not be entitled to attend or vote personally
or by proxy at shareholders’ meetings.
6.12 Corporate representatives
Any body corporate which is a member of New Obtala may by board resolution authorise such person
as it thinks fit to act as its representative at any general meeting and may exercise the same powers on
behalf of such body corporate as the body corporate could exercise if it were an individual member
of New Obtala.
6.13 Directors
(A)

Appointment and removal of directors
Unless otherwise determined by ordinary resolution, the number of New Obtala Directors shall
be not less than two and no more than eight. At any time before Admission, at least fifty per
cent. of the New Obtala Directors shall, at all times, not be resident in the United Kingdom for
tax purposes. New Obtala Directors may be appointed by ordinary resolution or by the New
Obtala Board, provided that there remains at any time after Admission at least fifty per cent. of
New Obtala Directors not resident in the United Kingdom for tax purposes. Subject to the
provisions on rotation of New Obtala Directors, a New Obtala Director appointed by the New
Obtala Board holds office only until the next following annual general meeting and if not
reappointed at such annual general meeting, shall vacate office at its conclusion. A New Obtala
Director shall leave office if: he resigns; he becomes bankrupt; he becomes insane; he is absent
from meetings of the New Obtala Directors for six months without leave; he is removed or
becomes prohibited from being a New Obtala Director by law or under the New Obtala
Articles; he is requested in writing by all the other New Obtala Directors to resign his office;
his behaviour is, in the opinion (acting reasonably) of a majority of the other New Obtala
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Directors, likely to bring New Obtala or the market into disrepute; or any time after Admission,
he becomes resident in the United Kingdom and as a result thereof a majority of the New
Obtala Directors are resident in the United Kingdom.
(B)

No share qualification
A New Obtala Director shall not be required to hold any shares in the capital of New Obtala
by way of qualification.

(C)

Retirement of Directors by rotation
At every annual general meeting any New Obtala Director who was appointed by the board
since the last annual general meeting and one-third of the other New Obtala Directors (or if
their number is not a multiple of three, then the number nearest to but not less than one-third)
shall retire from office. Such directors are eligible for re-election at that meeting.

(D)

Remuneration of Directors
The emoluments of any New Obtala Director for his services in holding executive office shall
be determined by the New Obtala Board.
The ordinary remuneration of the New Obtala Directors who do not hold executive office for
their services shall be limited to £200,000 per annum, or such higher amount as may be
determined by ordinary resolution (including amounts payable under any other provision of the
New Obtala Articles). Any New Obtala Director who performs services, which in the opinion
of the New Obtala Board, goes beyond the ordinary duties of a director, may be paid such extra
remuneration as the New Obtala Board may, in its discretion, determine.
In addition to any remuneration to which the New Obtala Directors are entitled under the New
Obtala Articles, they may be paid all reasonable expenses as they may incur in attending and
returning from meetings of the New Obtala Directors or of any committee of the New Obtala
Directors or shareholders meetings or otherwise in connection with the business of New
Obtala.
The New Obtala Board or any other committee may exercise all the powers of New Obtala to
provide benefits, whether by payment of gratuities or pensions or by insurance or in any other
manner for any New Obtala Director or former New Obtala Directors or relations or
dependants of, or persons connected to, any New Obtala Director or former New Obtala
Director.

(E)

Permitted interests of Directors
Subject to the provisions of the Guernsey Companies Law and provided that where a New
Obtala Director, to his knowledge, is in any way directly or indirectly interested in a contract,
transaction or arrangement, he has immediately disclosed to the New Obtala Board the nature
and extent of his interest, a New Obtala Director notwithstanding his office:
(i)

may be a party to, or otherwise interested in, any transaction or arrangement with New
Obtala or in which New Obtala is otherwise (directly or indirectly) interested;

(ii)

may act by himself or his firm in a professional capacity for New Obtala (otherwise than
as auditor) and he or his firm shall be entitled to remuneration for professional services
as if he were not a New Obtala Director; and

(iii)

may be a New Obtala Director or other officer of, or employed by, or a party to a
transaction or arrangement with, or otherwise interested in, any body corporate in which
New Obtala is otherwise (directly or indirectly) interested.

A New Obtala Director may hold any other office or place of profit with New Obtala (except
that of auditor) in conjunction with his office of director and may be paid such extra
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remuneration for so doing as the New Obtala Board may decide, either in addition to or in lieu
of any remuneration provided for by other articles.
Any New Obtala Director who has an interest in a transaction submitted for approval to the
New Obtala Board, unless it relates to the current operations entered into under normal
conditions, which conflicts with the interests of New Obtala, shall, in accordance with the
Guernsey Companies Law and the New Obtala Articles, be obliged to advise the New Obtala
Board of that interest. He may not take part in deliberations in relation to the approval of this
transaction. At the next following general meeting, before any other resolution is put to the
vote, a special report shall be made on any transactions in which any of the New Obtala
Directors have had an interest which conflicts with that of New Obtala.
(F)

Restrictions on voting
Except as otherwise provided in the New Obtala Articles, a New Obtala Director shall not
count in the quorum in relation to or vote or deliberate on any resolution of the New Obtala
Board concerning a contract, transaction or arrangement in which he has an interest which
(taken together with any interests of any person connected with him) is to his knowledge a
material interest, but these prohibitions shall not apply to:

(G)

(i)

a contract or arrangement for giving to the New Obtala Director security or a guarantee
or indemnity in respect of money lent by him or obligations undertaken by him or by
any other person at the request of or for the benefit of New Obtala or any of its
subsidiaries;

(ii)

a contract or arrangement for giving to the New Obtala Director security or a guarantee
or indemnity in respect of a debt or obligation of New Obtala or any of its subsidiaries
for which he himself has assumed responsibility in whole or part under a guarantee or
indemnity or by the giving of security;

(iii)

where New Obtala or any of its subsidiary undertakings is offering securities in which
offer the New Obtala Director is, or may be, entitled to participate as a holder of
securities or in the underwriting or sub-underwriting of which the director is to
participate;

(iv)

relating to another company in which he and any persons connected to him do not to his
knowledge hold an interest in shares representing one per cent. or more of any class of
the equity share capital or of the voting rights in that company;

(v)

relating to a pension, superannuation or similar scheme or retirement, death or disability
benefits scheme or employees’ share scheme which does not award him any privilege or
benefit not awarded to the employees to whom the scheme relates;

(vi)

concerning insurance which New Obtala proposes to maintain or purchase for the
benefit of New Obtala Directors or the benefit of persons including New Obtala
Directors.

Board meetings
New Obtala Board meetings shall not take place in the United Kingdom. The New Obtala
Directors may participate in a New Obtala Board meeting by conference telephone or other
communication equipment provided that such meeting is validly convened only if 50 per cent.
or more of the directors participating are located outside the UK. To be valid and effectual,
written resolutions of the New Obtala Board must be signed by a majority outside the UK and
must be signed by all the New Obtala Directors. A New Obtala Director may appoint another
New Obtala Director as a proxy to attend and vote at a New Obtala Board meeting on their
behalf.
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(H)

Borrowing powers
The New Obtala Board may exercise all the powers of New Obtala to borrow money and to
mortgage or charge all or any part of the undertaking, property, assets (present and future) and
uncalled capital of New Obtala, and, subject to the Guernsey Companies Law, to issue
debentures and other securities whether outright or as collateral security for any debt, liability
or obligation of New Obtala or of any third party.
The New Obtala Directors must restrict the borrowings of New Obtala so that the aggregate
amount outstanding in respect of borrowings by the Obtala Group shall not, without an
ordinary resolution of New Obtala, exceed an amount equal to six times the adjusted capital
and reserves of New Obtala. The adjusted capital and reserves of New Obtala equals the paid
up issued share capital (including treasury shares) and the amount standing to the credit of the
reserves of the company, less any debit balance on retained earnings and other variations in the
amount of the paid up share capital and reserves since the date of the audited balance sheet
which is being referred to for the purposes of this calculation.

(I)

Indemnity of officers
Subject to the provisions of the Guernsey Companies Law any director of New Obtala or any
of its subsidiaries may be indemnified out of the assets of New Obtala against any liability
incurred by him by reason of having been a director of New Obtala or any of its subsidiaries.

6.14 Register of members
The New Obtala Directors shall keep and maintain a register of members in Guernsey and may rely
upon the information provided by the CREST operator for the purposes of keeping this register up to
date.
A copy of the register shall be made available in electronic form to any member who requests to
examine it at the head office of New Obtala in Guernsey. No copy of the register kept or maintained
outside Guernsey shall constitute the authoritative register of members of New Obtala.
6.15 Dividends and other distributions
(A)

New Obtala may by ordinary resolution declare dividends.

(B)

No dividend shall be payable except out of the profits of New Obtala and shall not exceed any
amount recommended by the New Obtala Directors. The New Obtala Directors may pay such
interim dividends as appear to them to be justified by the profits of New Obtala. No dividend
can be paid unless New Obtala is able to satisfy the solvency test (as defined in the Guernsey
Companies Law) after the payment of the dividend and New Obtala satisfies any other
requirement in its Memorandum and Articles of Incorporation, and the New Obtala Directors
must give a certificate to this effect.

(C)

If the New Obtala Board acts in good faith, it shall not incur any liability to the holders of any
shares for any loss they may suffer by the payment, on any other class of shares having rights
ranking after or pari passu with those shares, of any such fixed or interim dividend.

(D)

Except as otherwise provided by the rights attaching to or terms of issue of any shares, or the
terms of issue thereof, all dividends shall be apportioned and paid pro rata to shareholders
according to the amounts paid on the shares during any portion or portions of the period in
respect of which the dividend is paid.

(E)

No dividend or other moneys payable in respect of a share shall bear interest against New
Obtala.

(F)

The New Obtala Directors may deduct from any dividend or other moneys payable to a holder
of shares on or in respect of such shares all sums of money (if any) presently payable by the
holder to New Obtala on account of calls or otherwise in relation to such shares.
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(G)

Any dividend unclaimed after a period of twelve years from the date on which such dividend
was declared or became due for payment shall be forfeited and revert to New Obtala.

(H)

Subject to the Guernsey Companies Law, the New Obtala Directors may, if authorised by an
ordinary resolution of New Obtala, offer any holder of shares (excluding treasury shares) the
right to elect to receive shares by way of scrip dividend instead of cash.

(I)

The New Obtala Directors may pay distributions to members in accordance with the Guernsey
Companies Law.

6.16 Winding up
Except as provided by the rights and restrictions attached to any class of shares, the holders of New
Obtala Shares will be entitled to participate in any surplus assets in a winding up in proportion to their
shareholdings. Any liquidator appointed may, with the sanction of a special resolution and any other
sanction required by the Guernsey Companies Law, divide among its members in kind the whole or
any part of the assets of New Obtala, setting such values as it deems fair upon any property to be so
divided and determining how the division shall be carried out between different classes of members.
6.17 Disclosure of beneficial ownership
If at any time any member, or any other person (as appropriate) has been served with a disclosure
notice from New Obtala and has not complied with such notice or supplied the information required
to New Obtala within a period of 14 days following service of the disclosure notice, then the New
Obtala Board may, in its absolute discretion by notice in writing (a “restriction notice”) to such
member direct that:
(A)

in respect of the shares in relation to which the restriction notice relates which shall include any
share issued after the date of the notice in respect of such share) the member shall not, with
effect from service of the restriction notice be entitled to vote either personally or by proxy at
a shareholders’ meeting or to exercise any other right confirmed by membership in relation to
shareholder meetings; and

(B)

in the case of a restriction notice served on a person who holds shares which represent 0.25 per
cent. or more of the issued shares of the class in question, the restriction notice may
additionally direct that in respect of those shares:
(i)

no payment shall be made by way of dividend and no share shall be allotted in lieu of
payment of a dividend; and

(ii)

the New Obtala Board may decline to register a transfer of any of the shares (which are
in Certificated form) unless the transfer is pursuant to a bona fide sale of the shares to a
party unconnected with the holder or any other person appearing to be interested in such
shares.

Any restriction notice shall cease to have effect in relation to any shares transferred by such member
in accordance with the provisions described in paragraph 6.17(B)(ii) above.
6.18 Schemes of arrangement
New Obtala may implement a scheme of arrangement in accordance with the relevant provisions of
the Guernsey Companies Law provided that it has obtained (i) approval by a majority in number
representing 75 per cent. (in value) of the creditors or members (or any class of them) (as appropriate)
present and voting either in person or by proxy who are entitled to vote at a meeting convened by the
Guernsey court; and (ii) approval of the Guernsey court. In the case of a scheme of arrangement
between New Obtala and its members (or any class of them), at the court meeting the members (or
any class of them) would be asked to approve the scheme of arrangement.
New Obtala would also convene an extraordinary general meeting at which members would be asked
to approve the scheme of arrangement and such other resolutions as may be required to implement it.
Once approved by the members in a general meeting, the court meeting and the Guernsey court, the
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scheme of arrangement would be binding on all members or creditors, whether or not they voted in
favour of the scheme of arrangement.
6.19 Compulsory Acquisition of Own Shares
Under the Guernsey Companies Law if a takeover offer is made for New Obtala and the offeror
obtains acceptances of at least 90 per cent. in value of the shares (or class of shares) it is offering to
buy in New Obtala, subject to the provisions of the Guernsey Companies Law, it can compulsorily
acquire the shares (or class of shares) of the non-accepting members on the terms of the offer by
notice given to the non-accepting members in accordance with the Guernsey Companies Law. In such
circumstances, payment for the shares of the non-accepting members shall be made, and the shares of
the non-accepting members shall be transferred to the bidder, in accordance with the provisions of the
Guernsey Companies Law. A holder of any New Obtala Shares who receives a notice of compulsory
acquisition may (within one month from the date of the notice) apply to the Guernsey court for an
order that the notice be cancelled.
7

Directors’ and other interests

7.1

The interests of the New Obtala Directors at the date of this document and, as they are expected to be
immediately after completion of the Scheme and Admission, all of which are and will be beneficial
(unless otherwise noted), are as follows:

Name
Francesco Scolaro(1)
Simon Rollason
Michael Bretherton
Nicholas Clarke
Lord St John of Bletso
James Ede-Golightly(2)

Number of
Old Obtala
Shares at
the date of
this document

% of the
issued Old
Obtala share
capital at the
date of this
document

71,850,000
160,000
300,000
Nil
Nil
Nil

32.34%
0.07%
0.14%
Nil
Nil
Nil

Number of
New Obtala
Shares
immediately
after % of Enlarged
Admission Share Capital
71,850,000
160,000
300,000
Nil
Nil
Nil

32.34%
0.07%
0.14%
Nil
Nil
Nil

Notes:
(1) The holding of Francesco Scolaro includes the 70,000,000 Old Obtala Shares held by Grandinex International Corp, a
Company in which Francesco Scolaro holds a controlling interest.
(2) Annabel Ede-Golightly (the mother of James Ede-Golightly) holds 185,000 Old Obtala Shares.

7.2

In addition, the interests of the New Obtala Directors in respect of options at the date of this document
and, as they are expected to be immediately after completion of the Scheme and Admission following
the operation of the provisions of the Deed of Option Cancellation, all of which are and will be
beneficial (unless otherwise noted), are as follows:
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Number of
Old Obtala
Shares over
which option
has been
granted

Number of
New Obtala
Shares over
which option
has been
granted

Francesco Scolaro
Simon Rollason

Nil
500,000

Nil
500,000

Nil
£0.376

Michael Bretherton
Nicholas Clarke

Nil
150,000

Nil
150,000

Nil
£0.376

Nil
Nil

Nil
Nil

N/A
N/A

Director

Lord St John of Bletso
James Ede-Golightly

Exercise price Exercise period
of options
of options
granted
granted
Nil
Any time up
to 24 October
2018
Nil
Any time up
to 24 October
2018
N/A
N/A

Furthermore, each of Simon Rollason, Michael Bretherton and Nicholas Clarke hold under the Jointly
Owned Share Scheme 500,000 Old Obtala Shares, respectively, subscribed for jointly with the Obtala
Resources Employee Share Trust at a market value of £0.33 per share. In each case the right to benefit
from any increase in value above the £0.33 market value per share in 250,000 of the Old Obtala Shares
shall vest on 27 May 2011 with the right to benefit from any increase in value above the £0.33 market
value per share in the remaining 250,000 Old Obtala Shares vesting on 27 May 2012. Lord St John
of Bletso holds under the Jointly Owned Share Scheme the right to benefit from any increase in value
above the £0.33 market value per share in 250,000 Old Obtala Shares held jointly with the Obtala
Resources Employee Share Trust which right shall vest on 27 May 2011. By operation of the Scheme
any Old Obtala Shares held jointly with the Obtala Resources Employee Share Trust under the Jointly
Owned Share Scheme will, once the Scheme becomes effective, become a holding of New Obtala
Shares held jointly with the Obtala Resources Employee Share Trust under the Jointly Owned Share
Scheme.
The above interests are based upon the interests of the Directors in Old Obtala Shares which (a) have
been notified by each Director to Old Obtala pursuant to Rule 17 of the AIM Rules before 5 August
2010 (the latest practicable date prior to publication of this document), or (b) are interests of a
connected person (within the meaning of the 2006 Act), of a Director which have been notified to Old
Obtala by each connected person (within the meaning of the Act) pursuant to Rule 17 of the AIM
Rules.
7.3

Save as disclosed in paragraph 7.1 above and this paragraph, New Obtala is not aware of any interest
(within the meaning of Part VI of the Act) in the Company’s ordinary share capital or, following
completion of the Scheme and the New Obtala Acquisition of Own Shares, in the Enlarged Share
Capital which amounts or would, immediately following Admission, amount to 3 per cent. or more of
the Company or New Obtala’s issued ordinary share capital other than the following:

Name
Grandinex International Corp*
Ora (Guernsey) Limited
African Minerals plc
Capital Research and Management Company
Blackrock Inc.

Number of 1p
ordinary shares

Percentage of
the issued
share capital

70,000,000
59,350,000
21,170,422
14,950,000
12,747,907

31.51%
26.72%
9.90%
6.99%
5.74%

Notes:
* Francesco Scolaro is the controlling shareholder of Grandinex International Corp. He holds a further 1,850,000 Old Obtala
Shares bringing his total interest to 71,850,000 Old Obtala Shares.
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7.4

Save as disclosed in paragraph 7.3, New Obtala is not aware of any person or persons who either alone
or, if connected, jointly who currently or, following completion of the Scheme, will (directly or
indirectly) exercise or could exercise control over the Company or New Obtala, respectively.

7.5

New Obtala’s shareholders listed in paragraphs 7.1 and 7.3 will not have different voting rights to
other holders of New Obtala Shares.

7.6

The New Obtala Directors are not aware of any arrangements in place or under negotiation which
may, at a subsequent date, result in a change of control of New Obtala.

8

Director’s service contracts and remuneration

8.1

Francesco Scolaro aged 46, Executive Chairman – On 1 March 2008 Francesco Scolaro entered into
a service agreement with Old Obtala to act as Executive Chairman and as a director of Old Obtala or
in such a position as the Board may specify from time to time in its absolute discretion. His
appointment commenced on 1 March 2008 and will continue until terminated by either party giving
to the other not less than six months’ notice in writing. The service agreement contains provisions for
early termination, inter alia, in the event of a breach by Mr Scolaro. The agreement also contains
provisions for payment in lieu of notice and provisions which enable Old Obtala to place Mr Scolaro
on garden leave during the notice period. The agreement further contains clauses providing protection
for Old Obtala in respect of confidentiality of information, ownership of intellectual property and post
termination restrictions. Mr Scolaro is entitled to receive a salary of £150,000 per annum. He is also
eligible to participate in Old Obtala’s discretionary bonus scheme from time to time. He will also be
entitled to participate in any private medical and permanent health insurance schemes introduced by
Old Obtala from time to time. On 5 August 2010, Frank Scolaro entered into a service agreement with
New Obtala which is conditional upon the Scheme becoming effective and Admission occurring
before 31 October 2010. The new service agreement is on the terms and conditions, as set out above.
The new service agreement will replace and terminate the old service agreement.

8.2

Simon Rollason aged 44, Managing Director – On 20 May 2008 Simon Rollason entered into a
service agreement with Old Obtala to act as General Manager of Old Obtala or occupy such other
position commensurate with his status. His appointment commenced on 1 July 2008 and will continue
until terminated by either party giving to the other not less than three months’ notice in writing. The
service agreement contains provisions for early termination, inter alia, in the event of a breach by
Mr Rollason. The agreement also contains provisions for payment in lieu of notice and provisions
which enable Old Obtala to place Mr Rollason on garden leave during the notice period. The
agreement further contains clauses providing protection for Old Obtala in respect of confidentiality of
information, ownership of intellectual property and post termination restrictions. Mr Rollason is
entitled to receive a salary of £155,000 per annum. He is also eligible to participate in Old Obtala’s
discretionary bonus scheme from time to time. He will also be entitled to participate in any private
medical and permanent health insurance schemes introduced by Old Obtala from time to time. On
5 August 2010 Mr Rollason entered into a service agreement with New Obtala which is conditional
upon the Scheme becoming effective and Admission occurring before 31 October 2010. The new
service agreement is on the terms and conditions, as set out above. The new service agreement will
replace and terminate the old service agreement.

8.3

Michael Bretherton aged 54, Finance Director – On 1 March 2008 Old Obtala (1), Ora Capital
Partners Plc (now registered as Ora Capital Limited) (“Ora”) (2) and Michael Bretherton (3) entered
into a consultancy agreement pursuant to which Michael Bretherton was appointed as a Consultant
Finance Director to Old Obtala. The agreement is terminable on three months’ written notice by either
party to the other. The fee payable to Ora for the provision of Mr Bretherton’s services is £10,000 plus
VAT for providing services for two and a half days per month for 48 weeks per annum. Ora receives
a fee of £500 plus VAT per day for any further days worked by Mr Bretherton. In addition, Ora
receives reimbursement for out of pocket expenses incurred by Mr Bretherton during the provision of
the services. The consultancy agreement contains provision for early termination, inter alia, in the
event of a breach by Mr Bretherton or Ora. The agreement contains provisions protecting Old Obtala’s
confidential information and intellectual property rights. It also contains post termination restrictions.
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On 1 March 2008, Michael Bretherton entered into a letter of appointment to act as a Non-Executive
Director of Old Obtala. His appointment commenced on 20 December 2007 and will continue until
terminated by either party giving to the other three months’ written notice. The letter of appointment
contains provisions for early termination, inter alia, in the event of a breach by Mr Bretherton. The
fee payable for his services as a Non-Executive Director is £10,000 per annum. The letter of
appointment contains restrictive covenants during his appointment.
On 5 August 2010 Mr Bretherton entered into a service agreement with New Obtala to provide
services as Finance Director which is conditional upon the Scheme becoming effective and Admission
occurring before 31 October 2010. The service agreement contains provisions for early termination,
inter alia, in the event of a breach by Mr Bretherton and also contains clauses providing protection
for New Obtala in respect of confidentiality of information, ownership of intellectual property and
post termination restrictions. Mr Bretherton shall receive a salary of £10,000 per annum and is also
eligible to participate in New Obtala’s discretionary bonus scheme from time to time.
Mr Bretherton’s agreement will continue until terminated by either party giving to the other not less
than three months’ notice in writing. Mr Bretherton’s existing consultancy agreement and
non-executive Director appointment with Old Obtala will be terminated in accordance with the
respective agreements.
8.4

Nicholas (“Nick”) Clarke aged 57, Non-Executive Director – On 25 July 2008 Nick Clarke entered
into a letter of appointment to act as a a Non-Executive Director of Old Obtala. His appointment
commenced on 30 July 2008 and will continue until terminated by either party giving to the other
three months’ written notice. The letter of appointment contains provisions for early termination, inter
alia, in the event of a breach by Mr Clarke. The fee payable for his services as a Non-Executive
Director is £25,000 per annum. The letter of appointment contains restrictions as to outside interests
during his appointment. On 5 August 2010, Mr Clarke entered into a letter of appointment with New
Obtala which is conditional upon the Scheme becoming effective and admission occurring before
31 October 2010. The new letter of appointment is on the terms and conditions, as set out above. The
new letter of appointment will replace the old letter of appointment, pursuant to which Mr Clarke must
give notice of termination.

8.5

Lord St John of Bletso aged 53, Non-Executive Director – On 11 May 2010 Lord St John entered
into a letter of appointment to act as a Director of Old Obtala. His appointment commenced on
17 May 2010 and will continue until terminated by either party giving to the other three months’
written notice. The letter of appointment contains provisions for early termination, inter alia, in the
event of a breach by Lord St John. The fee payable for his services as a Non-Executive Director is
£25,000 per annum. The letter of appointment contains restrictions as to outside interests during his
appointment. On 5 August 2010, Lord St John entered into a letter of appointment with New Obtala
which is conditional upon the Scheme becoming effective and admission occurring before 31 October
2010. The new letter of appointment is on the terms and conditions, as set out above. The new letter
of appointment will replace the old letter of appointment, pursuant to which Lord St John must give
notice of termination.

8.6

James Ede-Golightly aged 31 – On 5 August 2010 James Ede-Golightly entered into a letter of
appointment conditional upon the Scheme becoming effective and Admission occurring before
31 October 2010. Mr Golightly will act as a Non-Executive Director of New Obtala and his
appointment will continue until terminated by either party giving to the other three months’ written
notice. The letter of appointment contains provisions for early termination, inter alia, in the event of
a breach by Mr Ede-Golightly. The fee payable for his services as a Non-Executive Director is
£10,000 per annum. The letter of appointment contains restrictions as to outside interests during his
appointment.

8.7

Save as disclosed in sub-paragraph 8.1 to 8.6 above there are no service contracts, existing or
proposed between any New Obtala Director and New Obtala or any of its subsidiaries or proposed
subsidiaries.
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8.8

Save for the service contracts or letters of appointment with each of the New Obtala Directors referred
to in paragraphs 8.1 to 8.6 above no service contracts have been entered into or amended by New
Obtala or the Company or any of its subsidiaries or proposed subsidiaries in the six months prior to
the date of this document.
8.8.1 Details of the length of time in which the New Obtala have been in office as directors of the
Old Obtala and New Obtala are set out below:

Name

Commencement of
period of
office as a director
of Old Obtala

Commencement of
period of
office as a director
of New Obtala

Francesco Scolaro
Simon Rollason
Michael Bretherton
Nicholas Clarke
Lord St John of Bletso
James Ede-Golightly

20 December 2007
22 September 2008
20 December 2007
30 July 2008
17 May 2010
N/A

4 August 2010
4 August 2010
4 August 2010
4 August 2010
4 August 2010
4 August 2010

9

Additional Information on the New Obtala Board

9.1

In addition to directorships of the Company, the New Obtala Directors hold or have held the following
directorships or have been partners in the following partnerships within the five years prior to the date
of this document:
Current Directorships and
Partnerships

Past Directorships and
Partnerships

Francesco Scolaro

Uragold Ltd.
Obtala Limited
Kopane Diamond Developments Plc

Ansco Petroleum Ltd.
African Rock Resources Ltd.
Funteam Leisure Ltd
Regal Petroleum Plc
Sierra Leone Diamond Company
Limited
African Minerals PLC
Monte Cristo Investments Limited
Regal Petroleum Egypt
Regal Petroleum Jersey

Michael Bretherton

Foram Properties Limited
Nanoco Group Plc
Nanoco Tech Limited
Obtala Resources Plc
ORA Capital Ltd
ORA Capital Partners Limited
Tissue Regenix Group Plc
Oxford Advanced Surfaces Group Plc
Oxford Nutrasciences Group Plc
Oxford Nutrascience Limited
Oxford Nutra Limited
Oxray Limited
ORA (Guernsey) Ltd

Novum Securities Ltd
Novum Private Clients Ltd
Novum Nominees Ltd
OCP Investments Ltd

Nicholas Clarke

Central Asia Metals Ltd
Sunkar Resources plc
Wardell Armstrong International
Limited

Oriel Resources Limited
Brook Audley Resources Limited
Lero Gold Corporation
Caledon Resources plc
Afcan Mining Corporation

Director
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Director
Simon Rollason

Current Directorships and
Partnerships

Past Directorships and
Partnerships

Gemstones of Africa Limited
Obtala Resources (Tanzania)
Limited
Edenville Energy Plc
Edenville International (Tanzania)
Limited
Sierra Leone Hard Rock Limited
Obtala Resources (SL) Limited
GOA Tanzania Ltd

Lord St John of Bletso CarbonDesk PLC
Albion Ventures LLP
Infinity SDC
Spiritel PLC
Governing Board of Certification
International
Estate & General International
SoCITM (Society of Local
Government Communication
and Information Technology
Management)
Climate Change Infrastructure
Corporation
Ariya Capital Group Ltd
Liberty Electric Cars Ltd
European Advisory Board of Global
Carbon Exchange
ITW

Hermes LLP
Regal Petroleum PLC
TerreStar Global
Equest Balkan Properties PLC (EBP)
Investment Committee of Equest
Investments Bulgaria Ltd
WMRC plc
Globix Corporation
Trustees of Citizens Online
Pecaso Limited

James Ede-Golightly

Obtala Resources PLC
Obtala Limited
Ora Capital Limited
OCP Investments Limited
Ansco Petroleum Limited
Ansco Petroleum (Eastern) Limited
Equest Investments Balkans Limited
Novum Securities Limited
OCS Trading Limited

Ora Capital Partners Limited
Ora (Guernsey) Limited
East Balkan Properties PLC
Fermain Capital Limited
Grandinex Limited
Bendell Enterprises Limited
Paragon Diamonds Limited
ECAP Investment Management
Limited

9.2

Michael Bretherton was a non-executive director of Brimley & Co. Limited (“Brimley”), a wholly
owned subsidiary of Bridgend Group plc, until the reverse acquisition of that company by Hemscott
Holdings Limited on 15 August 2000, at which time he resigned from the board of the enlarged
Hemscott company and all its subsidiaries, including Brimley. Subsequent to that acquisition and
Mr Bretherton’s resignation, the business and certain assets of Brimley were sold, its name was
changed to XLIV Limited and it was then placed into creditors voluntary liquidation on 31 October
2000 with an estimated deficiency as regards external creditors of £168,000.

9.3

Frank Scolaro was a director of Avenimenti Turistici Italiani Limited (“ATIL”) at the time when the
shareholders of ATIL resolved to voluntarily wind up ATIL due to it being unable to meet its liabilities
or continue its business. A Liquidator was appointed on 6 April 2004. On resolution of the winding
up the amount owed to creditors, as per the liquidators final Statement of Receipts and Payments,
dated 22 June 2005, was £189,989. ATIL was dissolved on 26 September 2006.
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Frank Scolaro was a director of Funteam Leisure Ltd which was dissolved on 28 March 2006 and of
Monte Cristo Investments Ltd which was dissolved on 15 August 2006.
9.4

Save as disclosed in paragraphs 9.2 and 9.3 above, none of the New Obtala Directors has:
9.4.1 any previous names;
9.4.2 any unspent convictions in relation to indictable offences;
9.4.3 had any bankruptcy order made against him or entered into any voluntary
arrangements;
9.4.4 been a director of a company which has been placed in receivership, compulsory liquidation,
creditors’ voluntary liquidation, administration, been subject to a voluntary arrangement or any
composition or arrangement with its creditors generally or any class of its creditors whilst he
was a director of that company or within the 12 months after he ceased to be a director of that
company;
9.4.5 been a partner in any partnership which as been placed in compulsory liquidation,
administration or been the subject of a partnership voluntary arrangement while he was a
partner in that partnership or within the 12 months after he ceased to be a partner in that
partnership;
9.4.6 been the owner of any assets or a partner in any partnership which as been placed in
receivership whilst he was a partner in that partnership or within the 12 months after he ceased
to be a partner in that partnership;
9.4.7 been publicly criticised by any statutory or regulatory authority (including recognised
professional bodies); or
9.4.8 been disqualified by a court from acting as a director of any company or from acting in the
management or conduct of the affairs of a company.

10

Share Option Scheme

10.1 Introduction
The New Obtala Share Option Plan will be adopted as at Admission in order for New Obtala to be in
a position to incentivise and remunerate any key employees and senior management of the Group,
including executive and non-executive directors, as the Remuneration Committee considers
appropriate. It is intended that an equivalent number of options be issued under the New Obtala Share
Option Plan as were issued under the Old Obtala Share Option Plan. Save for this, there is no current
intention to grant options under New Obtala Share Option Plan.
Under the New Obtala Share Option Plan, any person who is a bona fide employee of New Obtala
(for these purposes including executive and non-executive directors) may be granted options over New
Obtala Shares (“Option”).
The New Obtala Share Option Plan is an unapproved share option plan. The New Obtala Share Option
Plan does not benefit from the same tax treatment as an Enterprise Management Incentives (EMI)
plan.
The price per share payable on the exercise of an Option shall be determined by the Board but shall
not be less than the greater of:
(a)

the average of the middle-market quotations of a fully-paid New Obtala Share as derived from
the prices quoted on AIM for the New Obtala Shares in question for the 10 dealing days
immediately preceding the date of grant; and

(b)

the middle-market quotation of an New Obtala Share as derived from the prices quoted on AIM
for the date of grant; and
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(c)

the nominal value of an New Obtala Share.

10.2 Eligibility
The Board shall have an absolute discretion as to the selection of employees to whom an Option is
granted. An Option shall not be granted to any person within the period of six months ending with a
date on which that person is bound to retire in accordance with the terms of his contract of
employment or letter of appointment.
10.3 Timing of awards
An Option may only be granted at any time (a) subject to the restrictions of New Obtala’s Model
Code, and (b) during the period of 42 days following the removal of any restrictions which may be
imposed on New Obtala from granting Options by any statute, order or regulation (including any
regulations imposed by the London Stock Exchange). No Option may be granted under the Share
Option Plan later than 10 years after the date the Share Option Plan is adopted, namely Admission.
10.4 Performance-related conditions of exercise.
The exercise of an Option may be conditional upon such objective performance criteria as shall be
determined by the Remuneration Committee in its absolute discretion and notified to the person who
has been granted an Option (or, if that person has died, his personal representative) (“Optionholder”)
when the Option is granted. Following the grant of an Option the Board may amend or waive any such
performance condition if the Board reasonably and fairly consider that it has become unfair,
impossible or impractical to apply or fulfil them.
10.5 Exercise of Options and lapse of Options
An Option may not be exercised later than the end of the day preceding the tenth anniversary of the
date of grant or such earlier time as New Obtala or such other person as has granted that Option
(“Grantor”) shall determine and notify to the Optionholder when the Option is granted nor at any time
when to do so would cause either the Optionholder or the Grantor or any other person to contravene
New Obtala’s Model Code on share dealings from time to time.
Save as set out below in paragraphs (a) to (d) below, or if there is a demerger, reconstruction or
winding up or take over of New Obtala, an Option may be exercised in three successive annual
instalments, (or such other time or over such other period as the Remuneration Committee shall
specify at the relevant date on which the Option was granted).
(a)

If an Optionholder dies in service after an Option vests in respect of any number of Ordinary
hares, then such Option may be exercised by his personal representatives in respect of such
New Obtala Shares within 12 months from the date of his death and if not exercised shall lapse
at the end of that period.

(b)

If an Optionholder dies in service before an Option vests in respect of any number of New
Obtala Shares, such Option may within 12 months of the date of his death be exercised by his
personal representatives in respect of such proportion of the New Obtala Shares as corresponds
to such proportion of the period over which the performance of New Obtala is measured in
accordance with the New Obtala Share Option Plan (“Performance Period”), as has lapsed on
the date of death and if not then exercised, shall lapse and cease to be exercisable at the end of
the 12 month period or if there is no Performance Period, then in full.

(c)

If an Optionholder dies after leaving employment or ceasing to hold office within New Obtala,
any Option granted to him may within 12 months of his death be exercised by his personal
representatives in respect of such New Obtala Shares as were vested and which Option could
have been exercised at the time of death and if not exercised shall lapse at the end of that period.

(d)

If an Optionholder ceases to hold office or employment within New Obtala by reason of injury,
ill-health or disability, redundancy, retirement on reaching 65 or earlier if agreed, then but for
his death (see paragraph (c) above), an Option may only be exercised within 6 months from the
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Optionholder so ceasing and in respect of either such number of shares which had vested at that
date or, if less, such proportion of the New Obtala Shares as corresponds to such proportion of
the Performance Period as had elapsed at the date on which the Optionholder so ceases to hold
office or employment and if not exercised shall lapse at the end of that period.
(e)

If an Option holder ceases to hold office or employment within New Obtala for any reason
other than those set out in paragraphs (a), (b) and (d) subject to paragraph (c), an Option
granted to him may only be exercised (if at all) in relation to such proportion of the New Obtala
Shares over which the Option subsists, and as the Remuneration Committee shall determine
and notify to the Optionholder. And shall otherwise lapse and cease to be exercisable except if
no such determinations are made by the Remuneration Committee within the period of
3 months beginning with the date on which the Optionholder so ceases then such Option shall
lapse and cease to be exercisable at the end of that period of 3 months.

10.6 Tax Treatment
If an employee who is resident or ordinarily resident in the UK (so as to be chargeable to income tax
on his general earnings) is granted an Option over New Obtala Shares no charge to income tax will
arise on the grant of the Option.
10.7 Overall Limit on the granting of Options
The number of New Obtala Shares in respect of which Options may be granted on any given day in
any year when added to the number of New Obtala Shares in respect of which Options have
previously been granted (and, if not exercised, have not ceased to be exercised) in that year and the
nine preceding years, shall not exceed 10 per cent. of the New Obtala Share capital on that day.
10.8 Variation of share capital
In the event of any alteration of the New Obtala Share capital by way of capitalisation or rights issue,
or sub-division, consolidation or reduction or any other variation in the share capital of New Obtala,
the grantor may make such adjustments as it considers appropriate, including: (a) to the aggregate
number or amount of New Obtala Shares subject to any Option; and/or (b) the price per share payable
upon the exercise of that Option.
10.9 Alteration of the Share Option Plan
The Board may not make any alterations to the New Obtala Share Option Plan which would provide
an advantage to the participants without the prior approval by ordinary resolution of shareholders of
New Obtala. There is an exception for minor amendments to benefit the administration of the New
Obtala Share Option Plan or to take account of any change in legislation or to obtain or maintain
favourable tax or regulatory treatment for participants in the New Obtala Share Option Plan, New
Obtala or any associated company.
11

Employees

The Obtala Group, will, on Admission, have 113 employees (including Executive Directors but excluding
Non-Executive Directors).
12

Material Contracts

The following contracts, not being contracts entered into in the ordinary course of business, have been
entered into by New Obtala, the Company or a member of the Obtala Group within the two years immediate
preceding the date of this document and are, or may be, material:
12.1 New Obtala
12.1.1

An exchange of letters dated 5 August 2010 between New Obtala and ZAICF novating,
conditional on the Scheme becoming effective on or before 31 October 2010, an earlier
agreement between Old Obtala and ZAICF pursuant to which New Obtala has appointed
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ZAICF to act as nominated adviser to New Obtala, with effect from the Effective Date. New
Obtala has agreed to pay to ZAICF a fee of £25,000 per annum for its services as nominated
adviser. The engagement is terminable on three months’ notice by either party.
12.1.2

An exchange of letters dated 5 August 2010 between New Obtala and ZAICF novating,
conditional on the Scheme becoming effective on or before 31 October 2010, the agreement
referred to in paragraph 12.2.6 below pursuant to which New Obtala has appointed ZAICF
to act as broker to New Obtala with effect from the Effective Date.

12.1.3

An agreement dated 5 August 2010 between New Obtala (1), Old Obtala (2) and Simon
Rollason, Nicholas Clarke and Ilene Hardy (together the “Cancelling Optionholders”)
whereby, conditional on the Scheme becoming effective on or before 31 October 2010, each
of the Cancelling Optionholders agreed to cancel their options (which had been granted to
them under the Old Obtala Share Option Plan) to subscribe for a total of 1,150,000 Old
Obtala Shares exercisable at 37.6 per share at any time up to 24 October 2018 and New
Obtala agreed to grant the Cancelling Optionholders options under the New Obtala Share
Option Plan to subscribe for a total of 1,150,000 Old Obtala Shares exercisable at 37.6 per
share at any time up to 24 October 2018 and on the same other commercial terms as the
options that are to be cancelled (the “Deed of Option Cancellation”).

12.2 Old Obtala
12.2.1

A placing letter dated 27 March 2009 from Canaccord Adams Limited on behalf of Kopane
Diamond Development Plc (“KDD”) and addressed to Old Obtala whereby 50,000,000 new
shares in KDD were placed with Old Obtala at £0.035 per ordinary share (at a total
subscription price of £1,750,000) and such shares credited as fully paid up and ranking
equally, in all respects, with the existing shares in the capital of KDD on admission of such
shares to trading on AIM. The placing letter contains a number of terms, confirmations and
warranties given by Old Obtala in respect of its participation.

12.2.2

An exchange of letters dated 7 August 2009 between Fox-Davies and Old Obtala whereby
Old Obtala appointed Fox-Davies as its co-broker and, inter alia, Old Obtala granted FoxDavies warrants to subscribe for 1,926,722 Old Obtala Shares at 15.5p per Old Obtala Share
at any time before 7 August 2014

12.2.3

A sale and purchase agreement dated 14 September 2009 made between Grandinex (1) and
Mindex (2) whereby Mindex acquired 60 per cent., of the entire issued share capital of
Montara Continental Limited from Grandinex for £184,000 which was paid in cash.
Grandinex gave Mindex certain warranties and indemnities in the agreement.

12.2.4

A sale and purchase agreement dated 12 January 2010 made between African Minerals
Limited (“AML”) (1) and Old Obtala (2) Old Obtala whereby acquired the entire issued
share capital of Sierra Leone Hard Rock Limited (“SLHR”). In accordance with the
agreement Old Obtala purchased the entire share capital of SLHR for £4,260,547 (which
was satisfied by the issue of 21,170,422 Old Obtala Shares credited as fully paid at 20.125p
per Old Obtala Share). AML gave Old Obtala certain warranties and indemnities in the
agreement.

12.2.5

A distribution agreement dated 20 January 2010 between Old Obtala (1) and VL Holdings
Limited (“VL”) (2) whereby VL will act as the sole distributor for the diamond production
from the Konoma alluvial diamond operation in Sierra Leone. Under the terms of the
agreement VL will act as the exclusive distributor responsible for the collection, safe
transportation, marketing and selling of stones. VL has acquired the exclusive rights for a
one year period in consideration for a one-off payment of US$250,000. VL agreed to pay
Old Obtala an amount equal to the price per carat as determined by the Government
Diamond Valuator (“GDV”) plus a 15 per cent. premium on all stones. The GDV is
regulated by the Government of Sierra Leone under the Kimberley Process Certification

86

Scheme. In addition VL will pay Old Obtala 50 per cent. of the realised value, after costs,
from the sale of polished individual stones greater than or equal to 5 carats.

13

12.2.6

An exchange of letters dated 20 July 2010 between Old Obtala and ZAICF pursuant to
which Old Obtala appointed ZAICF to act as broker to Old Obtala. Old Obtala agreed to
pay ZAICF a fee of £5,000 per annum for its services as broker. The engagement is
terminable on 3 months’ notice by either party.

12.2.7

An exchange of letters dated 26 July 2010 between Old Obtala and ZAICF pursuant to
which Old Obtala appointed ZAICF to act in relation to the Scheme. The engagement
reflects the agreement that ZAICF will act as financial advisor and nominated advisor to
Old Obtala and, in due course to New Obtala Old Obtala agreed to pay ZAICF a fee of
£70,000 plus any applicable VAT for its services in relation to this transaction. The
engagement is terminable on 5 day’s notice by either party.

12.2.8

The Deed of Option Cancellation.

Dependence on Licences or Contracts

Save for the licences owned by SLHR, the Obtala Group is not dependent on any intellectual property rights,
licences or particular contracts which are of material importance for the Obtala Group’s business or
profitability.
14

Related Party Transactions

During the period from 30 June 2010 (being the date to which the unaudited financial information of the
Obtala Group has been prepared) until the date of this document, neither the Company nor New Obtala has
entered into any related party transactions.
15

Litigation

No member of the Obtala Group is involved nor has it been involved in any governmental, legal or arbitration
proceedings in the previous twelve months which may have or had in the recent past a significant effect on
the Obtala Group’s financial position or profitability and, so far as the New Obtala Directors are aware, there
are no such proceedings pending or threatened against any member of the Obtala Group.
16

Significant Change

16.1 Old Obtala
Historical unaudited financial information of the Old Obtala Group for the six months to 30 June 2010
has been announced today and a copy of the Interim Report filed on the Company’s website. There
has been no significant or material change in the financial or trading position of Old Obtala since
30 June 2010.
16.2 New Obtala
There has been no significant or material change in the financial or trading position of New Obtala
since 20 July 2010, being the date on which New Obtala was incorporated.
17

Working Capital

The New Obtala Directors have no reason to believe that the working capital available to the Obtala Group
will be insufficient for at least 12 months from the date of Admission.
18

Taxation

The following paragraphs are intended as a general guide only for Shareholders who are resident and
ordinarily resident in the United Kingdom or Guernsey for tax purposes, holding New Obtala Shares as
investments and not as securities to be realised in the course of a trade, and are based on current legislation
and HM Revenue & Customs practice. Any prospective purchaser of New Obtala Shares who is in any doubt
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about his tax position or who is subject to taxation in a jurisdiction other than the UK or Guernsey should
consult his own professional adviser immediately.
The following paragraphs have been prepared on the basis that New Obtala will be resident in Guernsey, and
not resident in the United Kingdom, for tax purposes. Attention is drawn to the section entitled “Tax related
risks” on page 22.
18.1 United Kingdom
18.1.1

Taxation on dividends
Dividends paid by New Obtala will be regarded as foreign dividends rather than UK
dividends on the basis that New Obtala is and remains resident for all tax purposes in
Guernsey.
Individual New Obtala Ordinary Shareholders and owning less than 10 per cent. of the New
Obtala Shares should be entitled to a tax credit in respect of any such foreign dividend equal
to one ninth of the dividend received. Such tax credit, in the case of individual New Obtala
Ordinary Shareholders who are subject only to tax at the basic rate (and are, therefore,
chargeable to tax on dividends at the dividend ordinary rate of 10 per cent.), should be
available to offset the liability to pay tax in respect of the dividend. Individual New Obtala
Ordinary Shareholders who are subject to tax at the higher rate of 40 per cent. (and are,
therefore, subject to tax on dividends at the dividend upper rate of 32.5 per cent.) should
account for tax on the dividend (together with the related tax credit) at 32.5 per cent., but
should be able to set the credit mentioned above against such liability. In practice, New
Obtala Ordinary Shareholders who are subject to tax at the higher rate should pay tax equal
to 25 per cent. of the dividend received. Individuals are subject to tax on gross dividends
(including foreign dividends) at a rate of 42.5 per cent. to the extent that the gross dividend
falls above a threshold of income of £150,000 and should pay tax at the rate of 36.1 per cent.
of the dividend received. For those Individuals New Obtala Shareholders owning 10 per
cent. of New Obtala Shares the tax credit may not be available as the UK/Guernsey double
tax arrangement does not include a non-discrimination provision.
New Obtala Ordinary Shareholders who are not liable to income tax on dividends paid by
New Obtala will not be entitled to claim repayment of the tax credit attaching to such
dividends from HM Revenue and Customs.
A corporate New Obtala Ordinary Shareholder that is a company resident for tax purposes
in the United Kingdom, but which is not a “small company”, will generally be exempt from
United Kingdom corporation tax on any dividend that it receives from New Obtala
(although it should be noted that detailed rules in Part 9A of the Corporation Tax Act 2009
will need to be considered in respect of any such dividend receipt which in some limited
circumstances, can prevent the application of the exemption).

18.1.2

Transfer of assets abroad
The attention of individuals ordinarily resident in the UK for taxation purposes is drawn to
Chapter 2 of Part 13 of the Income Tax Act 2007, which may render them liable to income
tax in respect of the undistributed income or profits of New Obtala. These provisions apply
where an ordinarily UK resident person makes a “relevant transfer” to a non-resident person
and as a result income from which the individual may benefit becomes payable to that nonresident person.
However, the provisions do not apply if such a shareholder can satisfy HM Revenue and
Customs that either:
(a)

it would not be reasonable to draw the conclusion, from all the circumstances of the
case, that the purpose of avoiding liability to taxation was the purpose, or one of the
purposes, for which the relevant transactions or any of them were effected; or
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(b)

18.1.3

that all the relevant transactions were genuine commercial transactions and it would
not be reasonable to draw the conclusion, from all the circumstances of the case, that
any one or more of those transactions was more than incidentally designed for the
purpose of avoiding liability to taxation.

Controlled Foreign Companies
If New Obtala will be owned by a majority of persons resident in the UK, the legislation
applying to controlled foreign companies may apply to any corporate shareholders who are
resident in the UK. Under these rules, part of any undistributed income accruing to New
Obtala or its non-UK resident subsidiaries may be attributed to such a shareholder, and may
in certain circumstances be chargeable to UK corporation tax in the hands of the
shareholder. However, this will only apply if the apportionment to that shareholder (when
aggregated with persons connected or associated with it) is at least 25 per cent. of New
Obtala’s relevant profits.

18.1.4

Taxation on chargeable gains
Subject to the application of the off shore funds legislation (see below), disposal of New
Obtala Shares by a New Obtala Shareholder may, depending on their individual
circumstances, give rise to a chargeable gain or allowable loss for the purposes of UK
taxation of chargeable gains.
A disposal of New Obtala Shares by a New Obtala Shareholder who is not resident in the
UK for tax purposes but who carries on a trade, profession or vocation in the UK through a
branch, agency or permanent establishment and has used, held or acquired the New Obtala
Shares for the purposes of such trade, profession or vocation or such branch, agency or
permanent establishment may, depending on their individual circumstances, give rise to a
chargeable gain or allowable loss for the purposes of UK taxation of chargeable gains.
A New Obtala Shareholder who is an individual not domiciled in the UK may, if all relevant
claims are made and charges paid, be liable to UK capital gains tax only to the extent that
chargeable gains made on the disposal of New Obtala Shares are remitted or deemed to be
remitted to the UK.
A New Obtala Shareholder who is an individual and who is temporarily non-resident in the
UK may, under anti-avoidance legislation, still be liable to UK taxation on a chargeable gain
realised on the disposal or part disposal of his New Obtala Shares during the period when
he is non-resident.
For corporate shareholders only, indexation allowance on the relevant proportion of the
original allowable cost should be taken into account for the purposes of calculating a
chargeable gain (but not an allowable loss) arising on a disposal or part disposal of their
New Obtala Shares. No indexation allowance or taper relief will be available to individual
shareholders on disposals of their New Obtala Shares.

18.1.5

Attribution of gains to members of non-resident Companies
The attention of persons resident or ordinarily resident in the UK for taxation purposes
(whether or not domiciled in the UK) is drawn to the provisions of section 13 of the
Taxation of Chargeable Gains Act 1992. Generally, if a non-UK resident company (such as
New Obtala) is controlled by five or fewer persons, or by participants who are directors,
then its capital gains are apportioned amongst the participators in the company’s income or
capital and taxed in their hands if they are UK taxpayers according to each person’s
proportionate interest in the company. These rules do not apply to any person who does not
have greater than a 10 per cent. interest in the company. However, in calculating the size of
interest, the interests of connected persons are aggregated. The rules apply to non-domiciled
persons in a modified way.
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18.1.6

Stamp Duty and Stamp Duty Reserve Tax (“SDRT”)
Under current law, no stamp duty or SDRT will be payable on the issue of New Obtala
Shares pursuant to the Scheme. Application has been made to HM Revenue and Customs
for confirmation of this.
The conveyance or transfer on sale of shares will generally be subject to ad valorem stamp
duty, normally at a rate of 0.5 per cent. (rounded up to the nearest £5) of the amount or value
of the consideration. No duty will be payable on transactions, the total value of which is less
than £1,000.

18.2 Guernsey
The following summary of the anticipated treatment of New Obtala and holders of New Obtala Shares
(other than holders who are tax resident in Guernsey) is based on Guernsey taxation law as it is
understood to apply at the date of this document. It does not constitute legal or tax advice. Old Obtala
Shareholders should consult their professional advisers on the implications of acquiring, buying,
holding, selling or otherwise disposing of New Obtala Shares under the laws of the jurisdictions in
which they may be liable to taxation. Old Obtala Shareholders should be aware that tax laws, rules
and practice and their interpretation may change.
18.2.1

Income tax
New Obtala
Under The Income Tax (Guernsey) Law (the “Guernsey Income Tax Law”), New Obtala
will be regarded as resident in Guernsey under Article 4 of the Guernsey Income Tax Law,
in which case New Obtala will submit a Guernsey tax return and be potentially liable to
Guernsey income tax.
If New Obtala derives any income from the ownership or disposal of land in Guernsey, such
income will be subject to tax at the rate of 20 per cent. It is not expected that New Obtala
will derive any such income.
Holders of New Obtala Shares
New Obtala will be entitled to pay dividends to holders of New Obtala Shares without any
withholding or deduction for or on account of Guernsey tax.
Holders of New Obtala Shares (other than holders who are tax resident in Guernsey, Herm
or Alderney) will not be subject to any tax in Guernsey in respect of the holding, sale or
other disposition of such New Obtala Shares.

18.2.2

Goods and services tax
There is currently no goods or services tax in Guernsey tax law.
The Policy Council of the States of Guernsey has stated that it may consider further revenue
raising measures in 2011/2012, including possibly the introduction of a goods and services
tax. Draft legislation has been put forward to enable its introduction, but as yet no such tax
has been introduced.

18.2.3

Stamp duty
No stamp duty is payable in Guernsey on the issue or on any transfer of New Obtala Shares
otherwise than on death. UK stamp duty will continue to be paid when shares and securities
are acquired in UK companies.
Upon the death of a holder of New Obtala Shares, a grant of probate or letters of
administration will be required to transfer the New Obtala Shares of the deceased person,
except that where the deceased person was domiciled outside of Guernsey at the time of
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death, New Obtala may (at its discretion) dispense with this requirement where the value of
the deceased’s movable estate in Guernsey does not exceed £10,000.
Upon the death of a holder of New Obtala Shares, fees to the Ecclesiastical Court in
Guernsey will be payable on the registration in Guernsey of a grant of probate or letters of
administration, which will be required in order to transfer or otherwise deal with:
(a)

(where the deceased person was domiciled in Guernsey at the time of death) the
deceased person’s personal estate wherever situated (including any New Obtala
Shares) if the net value of such personal estate exceeds £10,000; or

(b)

(if the deceased person was domiciled outside of Guernsey at the time of death) the
deceased person’s personal estate situated in Guernsey (including any New Obtala
Shares) if the net value of such personal estate exceeds £10,000.

The rate of stamp duty payable is:
(i)

(where the net value of the deceased person’s relevant personal estate does not
exceed £100,000) 0.50 per cent. of the net value of the deceased person’s relevant
personal estate; or

(ii)

(where the net value of the deceased person’s relevant personal estate exceeds
£100,000) £500 for the first £100,000 plus 0.75 per cent. of the net value of the
deceased person’s relevant personal estate which exceeds £100,000.

In addition, application and other fees may be payable.
If you are in any doubt as to your position, or are subject to taxation in a jurisdiction other than
the United Kingdom or Guernsey you should consult an appropriate professional advisor
without delay.
19

General

19.1 Save as disclosed in this document, no person (other than professional advisers named in this
document and trade suppliers) has:
(a)

received, directly or indirectly, from New Obtala or the Company within the 12 months
preceding the application for Admission; or

(b)

entered into any contractual arrangements (not otherwise disclosed in this document) to
receive, directly or indirectly, from New Obtala on or after Admission any of the following:
(i)

fees totalling £10,000 or more;

(ii)

securities in New Obtala where these have a value of £10,000 or more calculated by
reference to the Company’s share price as at the date of this document; or

(iii)

any other benefit with the value of £10,000 or more at the date of Admission.

19.2 ZAICF has given and has not withdrawn its consent to the issue of this document with the inclusion
of its name in the form and context in which it appears.
19.3 ZAICF which is authorised and regulated by the Financial Services Authority, has its registered office
at 12 Camomile Street, London EC3A 7PT.
19.4 Venmyn Rand (Pty) Ltd has given and not withdrawn its consent to the issue of this document with
the inclusion therein of the competent person’s report set out in Part III of this document and the
inclusion of its name in the form and context in which it appears.
19.5 The estimated amount of the expenses of the Scheme and Admission which are all payable by New
Obtala is £280,000 (excluding VAT).
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19.6 The accounting reference date of New Obtala is 31 December . The first accounting period of New
Obtala shall end on 31 December 2010. It is intended that the accounts for New Obtala will be
prepared in accordance with International Financial Reporting Standards. It is expected that audited
accounts for New Obtala will be sent to Shareholders within four months of the year end to which
they relate. Unaudited half yearly reports will be sent to Shareholders within two months thereof.
19.7 The New Obtala Directors are not aware of any exceptional factors which have influenced the
activities of the Obtala Group.
19.8 Save as is set out in this document, New Obtala is not aware of any circumstances which may give
rise to any takeover bid, and New Obtala is not aware of any public takeover bid since its
incorporation by third parties for the shares of New Obtala, or of any squeeze-out or sell-out rules in
relation to such shares.
19.9 The Obtala Group has not made any investments since 30 June 2010 (being the date to which the
unaudited financial information of the Obtala Group has been prepared) up to the date of this
document nor are there any investments by the Obtala Group in progress or anticipated which are
significant.
19.10 The New Obtala Directors are not aware of any environmental issues or risks affecting the Obtala
Group or its operations.
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Availability of this document

Copies of this document will be available on the Company’s website, www.Obtalaresources.co.uk, and free
of charge from New Obtala’s registered office and at the offices of ZAICF at 12 Camomile Street, London
EC3A 7PT during normal business hours on any weekday (Saturdays and public holidays excepted) and shall
remain available for at least one month after Admission.
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Documents Available for Inspection

Copies of the following documents may be inspected at the offices of Fasken Martineau LLP, 17 Hanover
Square, London W1S 1HU during the usual business hours on any weekday (weekends and public holidays
excepted) for the period of one month following the date of this document:
(a)

the Memorandum and Articles of Incorporation of New Obtala and the Company;

(b)

the audited accounts of the Obtala Group for the period ended 31 December 2009;

(c)

the unaudited interim financial statements for the six months to 30 June 2010;

(d)

the New Obtala Directors’ service agreements and letters of appointment referred to in paragraphs 8.1
to 8.6 above;

(e)

the material contracts of the Obtala Group referred to in paragraph 12 above; and

(f)

the written consents referred to in paragraphs 19.2 and 19.4 above.

Date: 6 August 2010
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