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5. ROYALTIES

A. Cash

Investor shall, subject to the provisions of paragraph 5(b), pay
to the Government on the first day of January and first day of
July in each calendar year royalty at the rate of six (6%) percent
of the sale value in US dollars at the stockpile at the pits mouth
of all coal produced and sold pursuant to the Mining Lease by
the Investor during the half-year preceding the said dates. ““Sale
value at the pits mouth” for purpose of this paragraph shall
mean the price received by Investor for its coal from its
customers, less all costs incurred in connection with the sale of
such coal from the final processing facility at the mine site to
the point of delivery to the customer, which costs shall include
all handling, load out, rail, truck or other land transportation,
insurance premiums, port, river and ocean transportation, and
sale commissions.
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B. In Kind

The Government shall have the right, upon adequate notice to
Investor, to take its six percent royalty in kind, instead of in
cash, which option shall be exercised for one year at a time. In
the event the Government exercises this option, the Investor
will make the Government’s portion available to it in a
segregated stockpile and any costs incurred by Investor as a
result of the additional segregation and stockpiling of the
Government’s share, will be charged and paid by the
Government.

6. TAXES

A. Except as provided in paragraph 6.B. below, Investor shall
pay to the Government in connection with its operations under
the Agreements, corporate income taxes of forty-five (45%)
percent on all profits received or accrued by Investor.

B. Investor shall be entitled to the following fiscal benefits if
Investor is registered in Bangladesh under the Companies Act:

(1) aholiday of nine (9) years from payment of the taxes set
forth in Paragraph 6.A. above, commencing with the month in
which Commercial Production of coal commences;

(2) in determining profits, the following deductions from
Investor’s income shall be allowable, beginning in the first
year of commercial production :

(a) all exploration and other pre-production expenses up to
the stage of commercial production may be treated as a loss
of the extent that it cannot be set off against any other
income of the investment, the balance unused against
income in any year may be , carried forward and set off
against income through year 10 from the date of
commencement of Commercial Production of coal.

(b) a depreciation allowance for the Mine Facilities equal to
the original cost of the assets is allowable as a deduction
against income,at the rate of one hundred (100%) percent in
the year the cost is incurred; the unused balance, if any, of
such depreciation allowance may be carried forward and set

T AT 5D
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off against the income of subsequent years indefinitely, and
if there is also a carry forward of losses under (a) above,
priority may be given to the setting off of such losses ;

(c) a depletion allowance equal of fifteen (15%) percent of
the gross income before the deduction of such allowance or
fifty (50%) percent of the net income, whichever is less;

(d) investment allowance of twenty-five (25%) percent of
expenditures on machinery and plant which shall become
deductible in the first year in which a tax liability would
otherwise arise;

(e) actual interest paid on debts to third parties as well as
interest not exceeding LIBOR plus two (2%) percent on
debt paid to Investor’s affiliates;

(f) overhead expenses, inculding reasonable head office
expenses, incurred outside Bangladesh directly attributable
to operations under the Agreements.

(3)income tax rebates, exemptions from taxes on capital gains
and exemption for the earnings of certain foreign technicians,
all as set forth in the current investment laws of Bangladesh.

C. Upon payment of a dividend subject to the provisions of
Article 34 of the Income Tax ordinance of Bangladesh, 1984
Investor shall deduct tax on the amount of such dividend at the
rate of five (5%) percent.
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*“16. Annual Fee

The Lessee shall pay annually a fee in advance to the
Government during the term hereby granted at the rate of fifty
(50) taka per hectare or part of an hectare per annum.”
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“2. MARKETING AND EXPORTATION OF COAL

Subject to the terms of the Mining Lease, Investor may freely
take, receive and market the coal mined pursuant to the Mining
Lease. Any coal which Investor chooses to export shall not be
subject to export fees, duties or assessments of any kind.
Investor shall sell coal on the best terms, including price, as
Investor is able to obtain in the applicable international market.
If Investor sells and exports the coal to any affiliate of Investor,
the price shall be equal to the average export contract price to
be received by Investor from any non-affiliated overseas
customers for coal produced from Investor’s mines on the area
described on its Mining Leases or, if there are no such sales,
then the price shall be equal to the then current price for salse
of like quantities and qualities of coal on the applicable
international market, adjusted for variations in significant
contract terms.”’

(FTR Qo @32 Iwei«

WA Ao o TR [wmared qe=es e 979 G @ sae
AR | RSt @ T TSI TR O TR (W SIR aTel F, 0%
w23t o e Rfy e @ 71 1 iRt ewfes em s [
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affi GwIfEE M B M SR T2E TR 5T g3 Sy @ o<l fem
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fCEY A T | AT §fF e 76 T A Sge 1 A
*H15% Fafbe wibers! SRR FACS TN 203 |

A. FORM OF MINING LEASE

“In consideration of annual fee, royalties, covenants and
agreements hereinafter reserved and contained on the part of the
Lessee to be paid and observed the Government hereby demises
unto the Lessee all or any coal lying or being within under or
throughout the said lands and hereby grants lessee the liberties,
powers and privileges specified in Part II of Schedule A to be
exercised in connection with the coal to the; restrictions and
conditions, which are specified in Part III of the said Schedule
A and to the provisions contained in Part IV of the said
Schedule A and in the Bangladesh Mines and Minerals Rules,
1968, as amended.”

B. DEFINITIONS AND INTERPRETATIONS

“(g) ‘“‘mining operations’’ means the development and
construction of a mine and related facilities, mining, treatment,
processing, conversion, transportation, handling, disposal and
sale of coal and all other related activities by lessee.”

(3. WEfR e s
Aeatol FEF TIPS SRS OIG, TWEG WN G2 §fEa S =18 =Aref=
HATATT I AGLIIONE I CF(@ AY FAAF TG AW $0R_ TR 4 §ied
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“ 57. Right of Lessee to Terminate Lease

Without prejudice to any obligation or liability imposed by or
incurred under the terms and conditions hereof the Lessee may
at any time during the term hereby granted or any renewal
thereof, terminate this lease by giving to the Government not
less than six months previous notice in writing to that effect.”
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