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Time: 10.30am (Melbourne time) 
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR ATTENTION 

The Explanatory Memorandum contained in this Notice of Special and Annual General Meeting is an 
explanation of, and contains information about, the Resolutions to be considered at the Special and 
Annual General Meeting.  It is given to Shareholders of Mineral Deposits Limited to help them determine 
how to vote on the Resolutions set out in the accompanying Notice of Special and Annual General 
Meeting. 

Shareholders should read the Explanatory Memorandum, and the Prospectus which accompanies the 
Notice of Special and Annual General Meeting and Explanatory Memorandum in full.  The Explanatory 
Memorandum forms part of the accompanying Notice of Special and Annual General Meeting and should 
be read with the Notice of Special and Annual General Meeting.  The Prospectus contains important 
information in relation to Teranga and should be read carefully and in its entirety. 

If you are in any doubt about how to deal with this document or the Prospectus, or what to do in relation to 
the Special and Annual General Meeting, please consult your financial or other professional adviser.   
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As of 1 July 2010, Mineral Deposits Limited is a Designated Foreign Issuer as such term is defined in the 
Canadian Securities Administrators' National Instrument 71-102 Continuous Disclosure and Other 
Exemptions Relating to Foreign Issuers.  Mineral Deposits Limited is subject to the foreign regulatory 
requirements of the ASX and ASIC.  Mineral Deposits Limited was a Designated Foreign Issuer for the 
year ended 30 June 2010.   
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Chairman's letter 

 

 

 

11 October 2010 

 

Dear Shareholder 

Special and Annual General Meeting 

I am pleased to enclose a notice and explanatory materials for the Special and Annual General Meeting of the 
Company to be held on Tuesday, 9 November 2010 at 10.30am (Melbourne time) at "Morgans at 401", 
401 Collins Street, Melbourne, Victoria, Australia. 

The Special and Annual General Meeting seeks Shareholder approval for a number of resolutions which 
normally form part of the ordinary business of an Annual General Meeting, such as the approval of the 
Company's Remuneration Report and the re-election of certain Directors.   

As you will be aware, the Company has announced its intention to demerge the Sabodala gold operation from 
the Company, and for the Grande Côte mineral sands project to be retained within the Company going forward.  
As part of the demerger proposal, it is intended that:  

• the shares held by MDL Gold Limited (MDL Gold), a wholly-owned subsidiary of the Company, in the 
Sabodala gold operation holding companies, being Sabodala Gold (Mauritius) Limited and SGML 
(Capital) Limited, and in Oromin Explorations Ltd. (Oromin), be transferred to Teranga Gold 
Corporation (Teranga), a new Canadian-incorporated subsidiary of the Company, in consideration for the 
issue of new Teranga Shares to MDL Gold (which Teranga Shares will be transferred to the Company); 

• the Company will in specie distribute not less than 80% of its Teranga Shares to the Shareholders on a 
proportional basis; 

• Teranga will conduct an IPO in Canada and Australia involving the offer of new Teranga Shares to 
investors and a proposed listing of Teranga (see Resolution 4); 

• an intercompany loan of C$50 million will, following the demerger, be payable to MDL Gold by 
Sabodala Gold (Mauritius) Limited from the proceeds of the IPO and to the extent unpaid from the IPO 
proceeds, payable under the terms of a loan agreement to be entered into between Sabodala Gold 
(Mauritius) Limited and MDL Gold (refer section 10.3); 

• assuming the IPO is fully subscribed (and there is no over-allotment), the Company will retain 
approximately 17% of the total number of Teranga Shares immediately following the In Specie 
Distribution and completion of the IPO (refer section 8.29).    

Accordingly, at this Special and Annual General Meeting, the Company is seeking the approval of Shareholders 
to three significant resolutions (ie. Resolutions 4, 5 and 6) relating to: 

• the disposal of the Company's interests in the Sabodala gold operation and the Oromin Shares to 
Teranga in consideration for the issue of new Teranga Shares to MDL Gold, for the purposes of ASX 
Listing Rule 11.4.  Following this proposed disposal, Teranga intends to undertake an IPO of its shares.  
Further information in relation to Teranga is set out in the Explanatory Memorandum and in the 
Prospectus issued by the Company which accompany this Notice of Special and Annual General 
Meeting;  
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• an In Specie Distribution to the Company's Shareholders of not less than 80% of the Teranga Shares 
held by the Company in consideration for and following the disposal of the Company's interests in the 
Sabodala gold operation to Teranga.  These Teranga Shares will be issued to MDL Gold and then 
transferred to MDL.  The In Specie Distribution will be effected through an equal reduction of the 
Company's share capital pursuant to section 256C of the Corporations Act; and   

• a consolidation of the Company's issued ordinary shares into a smaller number of Shares, in the ratio of 
10 to 1.  The Board believes that the Share consolidation will enable the Company's Shares to trade at a 
Share price that is more appropriate for a listed entity of the Company's size and operations following 
the spin-off, having regard to the likely effect that the spin-off of the Sabodala gold operation will have 
on the Share price. 

It is also proposed that the Constitution of the Company be modified to provide for Australian Shareholders to 
receive CDIs in relation to Teranga Shares pursuant to the In Specie Distribution.  This is relevant having regard 
to the proposal that Teranga be listed on ASX.  If Resolution 7 is passed and the Demerger Proposal proceeds, 
the Company intends to arrange for Australian Shareholders to receive CDIs in respect of Teranga Shares so 
that they may readily trade in Teranga securities on ASX (refer section 15). 

An additional Resolution (ie. Resolution 8) is proposed regarding ratification and approval, for Listing Rule 7.4 
purposes, of the Shares issued in relation to the acquisition by MDL Gold of 18,699,500 Oromin Shares on 
31 August 2010. 

Further information in relation to the Resolutions to be considered at the Special and Annual General Meeting is 
set out in the enclosed Notice of Special and Annual General Meeting and accompanying Explanatory 
Memorandum.  No other matters of business will be considered at the Special and Annual General Meeting. 

For the reasons set out in the Explanatory Memorandum, your Directors (other than Dr David Isles in respect of 
Resolution 2, Mr Martin Ackland in respect of Resolution 3 and Mr Oliver Lennox-King in respect of 
Resolutions 4 and 5) unanimously recommend the approval of the proposed Resolutions and encourage 
Shareholders to vote IN FAVOUR OF each of the Resolutions set out in the accompanying Notice of Special 
and Annual General Meeting.  Dr Isles makes no recommendation in respect of Resolution 2 as this pertains to 
his re-election as a Director, Mr Ackland makes no recommendation in respect of Resolution 3 as this pertains 
to his re-election as a Director and Mr Lennox-King makes no recommendation in respect of Resolutions 4 and 
5 because he is a director of Teranga. 

You are encouraged to attend and vote at the Special and Annual General Meeting.  If you are unable to attend 
the Special and Annual General Meeting, a copy of your proxy form is enclosed.  Please complete it by filling 
out your voting preference, and lodging it in the specified manner by the specified date. 

Yours sincerely 

 

 

Nicholas Limb 
Executive Chairman 
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Key dates and timetable 

The proposed indicative timetable for the In Specie Distribution and the Share Consolidation is as follows: 

Date Action 

Monday, 11 October 2010 Date of this Notice of Special and Annual General Meeting 

Tuesday, 9 November 2010 Date of the Company's Special and Annual General Meeting  

Wednesday, 10 November 2010 Proposed date of signing the underwriting agreement in respect of the 
Teranga IPO and the announcement of the Record Date for the Capital 
Reduction and the Share Consolidation 

Thursday, 11 November 2010 (Share consolidation): Last day of trading Shares on a pre-consolidation 
basis on ASX 

Friday, 12 November 2010 (Share consolidation): First day of trading the "reorganised" Shares on a 
deferred settlement basis on ASX 

Thursday, 18 November 2010 (In specie distribution):  Record Date 

(Share consolidation):  Record Date; last day to register transfers on a 
pre-consolidation basis on ASX 

Monday, 22 November 2010 (In specie distribution):  Despatch date (ie. Teranga Shares transferred to 
the Company's Shareholders) 

(Share consolidation):  Despatch date (ie. Shares registered on a 
post-consolidation basis on ASX) 

 

Please note that these dates and times are indicative only and are subject to change without prior notice to 
Shareholders. 
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Important notices 

General 

The Notice of Special and Annual General Meeting and Explanatory Memorandum is dated Monday, 
11 October 2010. 

This document is important.  You should read it in its entirety before making a decision on how to vote on the 
Resolutions to be considered at the Special and Annual General Meeting.  A proxy form for the Special and 
Annual General Meeting is enclosed.  If you are in doubt as to what you should do, you should consult your 
legal, investment or other professional adviser. 

Defined terms 

Capitalised terms in the Notice of Special and Annual General Meeting and Explanatory Memorandum are 
defined either in the 'Glossary and interpretation' section or where the relevant term is first used. 

Responsibility 

The Notice of Special and Annual General Meeting and Explanatory Memorandum has been prepared by the 
Company under the direction and oversight of its Directors. 

Prospectus 

The Corporations Act restricts the Company from disposing of the Teranga Shares to Shareholders within 
12 months of their issue, by way of the proposed In Specie Distribution, without the Company issuing a 
prospectus.  In addition, the Corporations Act restricts the Shareholders from on-selling the Teranga Shares 
acquired by them as part of the In Specie Distribution, within 12 months after receiving them under the In 
Specie Distribution, without the Company issuing a prospectus in respect of the Teranga Shares transferred to 
Shareholders as part of the In Specie Distribution. 

In addition, under applicable ASIC guidelines, the invitation to Shareholders to vote on Resolution 5 of the 
Notice of Special and Annual General Meeting constitutes an "offer" to transfer Teranga Shares to Shareholder 
pursuant to an In Specie Distribution.   

Therefore, under applicable ASIC guidelines, the Prospectus prepared by the Company accompanies this Notice 
of Special and Annual General Meeting and Explanatory Memorandum.  The Prospectus contains information 
in relation to Teranga.  The Company recommends that all Shareholders read the Prospectus carefully and in 
conjunction with this Notice of Special and Annual General Meeting and Explanatory Memorandum.   

There is no information known to the Company that is material to the decision by a Shareholder on how to vote 
on Resolution 5 other than as disclosed in this Notice of Special and Annual General Meeting and Explanatory 
Memorandum, the accompanying Prospectus and information that the Company has previously disclosed to 
Shareholders. 

ASIC and ASX 

A final copy of this Notice of Special and Annual General Meeting and Explanatory Memorandum and the 
Prospectus which accompanies this Notice of Special and Annual General Meeting and Explanatory 
Memorandum has been lodged with ASIC and ASX.  Neither ASIC, ASX nor any of their respective officers 
takes any responsibility for the contents of this document or the Prospectus. 
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Forward looking statements 

Some of the statements appearing in this document may be in the nature of forward looking statements.  The 
words 'anticipate', 'believe', 'expect', 'project', 'forecast', 'estimate', likely', 'intend', 'should', 'could', 'may', 'target', 
'plan', 'consider', 'foresee', 'aim', 'will' and similar expressions are intended to identify forward-looking 
statements.  Indications of and guidance on, future production, resources, reserves, sales, capital expenditure, 
earnings and financial position and performance are also forward-looking statements. You should be aware that 
such statements are only predictions and are subject to inherent risks and uncertainties many of which are 
outside the Company's control. Those risks and uncertainties include factors and risks specific to the Company 
and Teranga such as (without limitation) the volume and price of gold and mineral sales, the impact of inflation 
on operating and development costs, fluctuations in exchange rates, operational risks, risks associated with the 
exploration or developmental stage of projects, risks associated with the exploitation stage of projects, the 
imprecise nature of resource and reserve statements, access to and costs of infrastructure and transport and 
taxation, regulatory issues and changes in law and accounting policies, regulatory issues in Senegal (where the 
Sabodala and Grande Côte projects are based), the fluctuating industry and commodity cycles, any reliance on 
third parties and joint ventures in the development of projects, any imposition of significant obligations under 
environmental regulations, the impact on competitiveness of the business resulting from carbon trading and 
carbon tax imposed by governments, any climate change impact (including regarding water allocation), any 
increased competition, any loss of key long term contracts, the adverse impact of wars, terrorism, political, 
economic or natural disasters, any inability to enforce legal rights, any native title claims, the ability to service 
existing debt and to refinance its debt to meet its expenditure needs and any future acquisitions, further 
exploration or new projects, loss of key personnel and delays in obtaining or inability to obtain any necessary 
government approvals, third party consents or exploration licences, impact of changes to interest rates, effect of 
new technologies, changes to government fiscal, monetary and regulatory policies, reliance on third parties or 
risks associated with the Sabodala and Grande Côte projects.  

Actual events or results may differ materially from the events or results expressed or implied in any forward 
looking statement and such deviations are both normal and to be expected.  

None of the Company, Teranga nor any of their respective officers or any person named in this document or 
involved in the preparation of this document make any representation or warranty (either express or implied) as 
to the accuracy or likelihood of fulfilment of any forward looking statement, or any events or results expressed 
or implied in any forward looking statement, and you are cautioned not to place undue reliance on those 
statements.  

The forward looking statements in this document reflect views held only as at the date of this document.  

No financial product advice 

This document does not constitute financial product or investment advice nor a recommendation in respect of 
the Shares.  It has been prepared without taking into account the objectives, financial situation or needs of 
Shareholders or other persons.  Before deciding how to vote or act Shareholders and others should consider the 
appropriateness of the information having regard to their own objectives, financial situation and needs and seek 
legal, taxation and financial advice appropriate to their jurisdiction and circumstances. 

Neither the Company nor Teranga is licensed to provide financial product advice.  No cooling-off regime 
applies in respect of the acquisition of Teranga Shares under the In Specie Distribution (whether the regime is 
provided for by law or otherwise).    

No internet site is part of this document 

No internet site is part of this Notice of Special and Annual General Meeting or Explanatory Memorandum.  
The Company maintains an internet site (www.mineraldeposits.com.au). Any references in this document to this 
internet site is a textual reference only and does not form part of this document. 
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Recommendations  

Your Directors (other than Dr David Isles in respect of Resolution 2, Mr Martin Ackland in respect of Resolution 3 
and Mr Oliver Lennox-King in respect of Resolutions 4 and 5) unanimously recommend the approval of each of 
the proposed Resolutions and encourage Shareholders to vote IN FAVOUR OF each of the Resolutions.   

In forming their unanimous recommendation in respect of Resolutions 4 and 5, the Directors (other than Mr 
Oliver Lennox-King who, as a director of Teranga, has an interest in and therefore makes no recommendation in 
relation to Resolutions 4 and 5) have carefully considered the following matters: 

(a) Shareholders will continue to retain the majority interest in the development and exploitation of the 
Sabodala gold operation through their individual shareholding in Teranga following the spin-off and 
also indirectly through the shareholding in Teranga retained by the Company. 

(b) Shareholders will continue to retain their shareholding in the Company in the same proportion. 

(c) The spin-off of the Sabodala gold operation through Teranga should allow for a better focus on the 
development and mining of the Sabodala gold operation and should enable a more transparent market 
value to be placed on the Sabodala gold operation, whilst the Company continues to develop the 
separate and distinct Grande Côte mineral sands project. 

(d) If the Company retains the Sabodala gold operation, this may diminish the ability of the Company to 
further the development of the Grande Côte project to the extent considered necessary or desirable by 
the Directors.  The Grande Côte project requires significant additional capital for development. 

(e) Shareholders will hold both the Company's Shares and Teranga Shares following the In Specie 
Distribution and, therefore, will be able to decide, on an individual project-by-project basis once 
Teranga is spun-off, if they wish to hold or sell their interest in the Sabodala gold operation and/or the 
Grande Côte mineral sands project. 

(f) Post IPO, Teranga is expected to have significant additional capital available to it with which to fund 
additional exploration and development.  

The Directors have also considered the following potential disadvantages: 

(a) Shareholders' collective interests in the Sabodala gold operation will be diluted as a consequence of the 
proposed issue of new Teranga Shares pursuant to the IPO of Teranga.  If the Teranga IPO is fully 
subscribed (and there is no over-allotment), it is expected that new investors are likely to hold a 
collective interest in the Sabodala gold operation of approximately 16% (refer section 8.29). 

(b) There is no guarantee that the Company's Shares or Teranga Shares (after allowing for the distribution 
of the Teranga Shares), will increase in value following the spin-off of the Sabodala gold operation and 
the Teranga IPO.  It is possible that the collective value of Shareholders' interests in the Company's 
Shares and Teranga Shares will decrease after the IPO of Teranga.  

(c) There is a risk, which the Directors consider low but nevertheless possible, that following the In Specie 
Distribution of Teranga Shares to Shareholders, the Teranga IPO may be delayed or even not proceed, 
resulting in Shareholders holding Teranga Shares which are not listed on any recognised financial 
market for a period of time or at all.  If this occurs, then Shareholders will have an illiquid investment in 
a significant asset (ie. unlisted Teranga Shares) and it may be difficult for Shareholders to transfer or 
otherwise deal in that investment or realise full value for that investment.  

Having regard to each of the above matters, the Directors consider that, on balance, the transfer of the Sabodala 
gold assets to Teranga in consideration for new Teranga Shares, the In Specie Distribution of Teranga Shares to 
Shareholders and the IPO of Teranga is in the best interests of Shareholders as the Directors believe that the 
Company will be able to provide greater value to the Shareholders through the spin-off.   

In this regard, the Directors believe that Shareholders will be able to participate in the potential upside of the 
Sabodala gold operation which may not be realised without the spin-off to a greater extent than the dilution of 
their interests as a consequence of the spin-off and IPO of Teranga.   
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Notice of Special and Annual General Meeting 

The Special and Annual General Meeting of Shareholders of Mineral Deposits Limited will be held: 

• on Tuesday, 9 November 2010 

• at 10.30am (Melbourne time) 

• at "Morgans at 401", 401 Collins Street, Melbourne, Victoria, Australia  

Business 

A. Financial statements and reports 
To table the following statements and reports and provide Shareholders with the opportunity to raise any issues 
or ask questions generally of the Directors concerning those financial statements or the business operations of 
the Company: 

(a) the financial report of the Company and of the consolidated entities for the year ended 30 June 2010; 

(b) the Directors' report for the year ended 30 June 2010; and 

(c) the independent auditor's report thereon. 

B. Resolutions 
Resolution 1: Non-binding resolution to adopt Remuneration Report 
To consider and, if thought fit, pass the following resolution as an ordinary resolution: 

'THAT the Remuneration Report for the year ended 30 June 2010, submitted as part of the Directors' 
Report for the year ended 30 June 2010, be adopted, pursuant to sections 250R(2) and 250R(3) of the 
Corporations Act 2001.'   

It should be noted that the vote on this Resolution 1 is advisory only and does not bind the Directors or 
the Company. 

 

Resolution 2: Re-election of Director 
To consider and, if thought fit, pass the following resolution as an ordinary resolution: 

'THAT David John Isles, a director retiring by rotation in accordance with clause 58 of the Company's 
Constitution, being eligible for re-election and having signified his candidature for the office, be re-elected as a 
director of the Company.'  

 

Resolution 3: Re-election of Director 
To consider and, if thought fit, pass the following resolution as an ordinary resolution: 

'THAT Martin Clyde Ackland, a director retiring by rotation in accordance with clause 58 of the Company's 
Constitution, being eligible for re-election and having signified his candidature for the office, be re-elected as a 
director of the Company.'  
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Resolution 4: Disposal of major asset 
To consider and, if thought fit, pass, with or without modification, the following resolution: 

'THAT, for the purposes of ASX Listing Rule 11.4 and all other purposes, approval be given to the disposal by 
the Company's wholly owned subsidiary MDL Gold Limited of all of its shares in Sabodala Gold (Mauritius) 
Limited, SGML (Capital) Limited and Oromin Explorations Ltd. to Teranga in consideration for Teranga 
Shares, in circumstances where Teranga intends to issue Teranga Shares to investors, pursuant to an initial 
public offering of Teranga Shares and with a view to Teranga becoming listed on TSX and ASX, as set out in the 
Explanatory Memorandum accompanying and forming part of this Notice of Special and Annual General 
Meeting.' 

Voting exclusion 

For the purposes of this Resolution 4, the Company will disregard any votes cast by:  

(a) a party to the transaction to acquire the assets comprising the Sabodala gold operation (that is,  the 
shares held by MDL Gold Limited in Sabodala Gold (Mauritius) Limited, SGML (Capital) Limited and 
Oromin); and 

(b) any associate of those persons. 

However, the Company need not disregard a vote in respect of this Resolution 4 if: 

(a) it is cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on 
the proxy form; or 

(b) it is cast by a person chairing the meeting as proxy for a person who is entitled to vote, in accordance 
with a direction on the proxy form to vote as the proxy decides. 

 

Resolution 5: Reduction of capital and in specie distribution 
To consider and, if thought fit, pass, with or without modification, the following resolution: 

'THAT, subject to the passing of Resolution 4, the following equal reduction of the share capital of the 
Company is approved for the purposes of sections 256B and 256C of the Corporations Act 2001 (Cth), and for 
all other purposes. 

Subject to: 

(a) the record date set on or after the date this resolution is passed by the directors of the Company or their 
delegate (Directors) to determine entitlements of Shareholders to participate in the reduction of capital 
(Record Date) occurring not earlier than six Trading Days and not later than five months after the date 
that this resolution is passed; and 

(b) the Directors not providing a notice to ASX: 

(i) if the Record Date has not been set, prior to the Record Date being set; or 

(ii) if the Record Date has been set, at least five Trading Days prior to the Record Date,  

stating that the Company does not intend to proceed with the reduction of capital contemplated by this 
Resolution,  

that the Company reduces its capital without cancelling any shares by US$188,554,766 (Aggregate Reduction 
Amount) with effect on and from 7.00pm (Melbourne time) on the Record Date (Record Time), with the 
reduction satisfied by the distribution and transfer to each holder of shares in the Company as at the Record 
Time of a fixed number or fraction of shares or units of shares or a combination of shares and units of shares 
(in each case as determined by the Directors) in Teranga Gold Corporation, with a market value (as assessed 
by the Directors) equal to the Share Reduction Amount, for every one share in the Company held by the holders 
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at the Record Time (disregarding the operation of Resolution 6), rounding up or down to the nearest whole 
share fractional entitlements of holders to shares in Teranga Gold Corporation, such distribution and transfer 
to be effected on a date: 

(c) not earlier than the day after the Record Date; and 

(d) not later than one month after the Record Date, 

as determined by the Directors, with the distribution and transfer to be effected in accordance with the 
constitution of the Company, and so that the reduction of capital does not operate to create or increase any 
unpaid amount in respect of any shares in the Company.  In this Resolution, "Share Reduction Amount" is the 
quotient obtained by dividing the Aggregate Reduction Amount by the total number of shares in the Company on 
issue as at the Record Time (disregarding the operation of Resolution 6).' 

 

Resolution 6: Share consolidation 
To consider and, if thought fit, pass the following resolution as an ordinary resolution: 

'THAT, subject to the passing of Resolutions 4 and 5, and with effect immediately after the Record Time (as 
defined in Resolution 5), the Company convert all of its shares on issue as at that Record Time into the smaller 
number of shares derived by: 

(a) multiplying the total number of shares in the Company on issue as at the Record Time by 10%; and 

(b) rounding down to the nearest whole share the holding of shares in the Company as at the Record Time 
of any person that is not a multiple of 10.' 

 

Resolution 7: Modification to the Constitution 
To consider and, if thought fit, pass, with or without modification, the following resolution: 

'THAT, with effect from the close of the Special and Annual General Meeting, the Company modify its 
constitution as follows: 

(a) in clause 1.1, by inserting the following definition immediately after the definition of "Shares": 

"Unit in respect of a Share includes without limitation a CHESS Depository Interest in respect of that 
Share."; 

(b) in clause 103.1, by deleting "shares in" where appearing in the third line and substituting "shares in, 
Units of such shares in or a combination of such shares in and Units of such shares in"; 

(c) in clause 103.2, by deleting "specific assets, the Directors" where appearing in the second line and 
substituting "specific assets or the Directors so determine, the Directors"; and 

(d) in clause 103.2, by inserting just before paragraph (a) the following paragraph: 

"(aa) if the specific assets comprise or are to comprise shares: 

(i) distribute some of the shares to some Members;  and 

(ii) distribute Units of the remaining shares to the other Members". 

Note that, as a special resolution, Resolution 7 will only be passed if at least 75% of the votes cast by 
Shareholders entitled to vote on Resolution 7 are in favour of Resolution 7. 
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Resolution 8: Issue of Shares on 31 August 2010 
To consider and, if thought fit, pass, with or without modification, the following resolution: 

'THAT, for the purposes of ASX Listing Rule 7.4 and all other purposes, approval be given to the issue by the 
Company of: 

(a) 24,870,335 Shares to the vendors of 18,699,500 common shares in Oromin Explorations Ltd. acquired 
by the Company's wholly-owned subsidiary MDL Gold Limited; and 

(b) 994,813 Shares to GMP Securities Ltd as financial adviser to the Company in respect of the acquisition 
of 18,699,500 common shares in Oromin Explorations Ltd., 

on 31 August 2010 each at an issue price of A$0.93 per Share on the terms set out in the Explanatory 
Memorandum accompanying and forming part of this Notice of Special and Annual General Meeting.' 

Voting exclusion 

For the purposes of this Resolution 8, the Company will disregard any votes cast by: 

(a) a party to the transactions to acquire new Shares; and 

(b) any associates of those persons. 

However, the Company need not disregard a vote in respect of this Resolution 8 if: 

(a) it is cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on 
the proxy form; or 

(b) it is cast by a person chairing the meeting as proxy for a person who is entitled to vote, in accordance 
with a direction on the proxy form to vote as the proxy decides. 
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Voting and proxies 

Appointment of proxies 
A form of proxy for use at the meeting is enclosed with this Notice of Special and Annual General Meeting.  

A Shareholder submitting a proxy may appoint one proxy if the Shareholder is only entitled to one vote; 
or one or two proxies if the Shareholder is entitled to more than one vote.  A proxy need not be a 
Shareholder. A proxy may be an individual or a body corporate.  A Shareholder may appoint a proxy 
other than the person designated by default in the enclosed form of proxy by inserting the full name of 
the desired person in the blank space provided for that purpose on the form of proxy. 

If a Shareholder appoints one proxy, that proxy may vote on a show of hands. If a Shareholder appoints two 
proxies, neither proxy may vote on a show of hands. Where the Shareholder appoints two proxies, the 
appointment may specify the proportion or number of votes that each proxy may exercise. If the appointment 
does not do so, each proxy may exercise one-half of the votes, and any fraction of votes will be disregarded. 

A proxy will not be valid for the Special and Annual General Meeting unless it is signed by the Shareholder or 
the Shareholder's attorney duly authorised in writing or, if the Shareholder is a corporation, executed by a duly 
authorised officer or officers in accordance with the instructions attached on the enclosed form of proxy. The 
proxy to be acted upon completed in accordance with the instructions on the form must be delivered: 

(a) in respect of Shareholders registered on the Company's Australian register, together with the power of 
attorney or other authority (if any) under which it is signed or authenticated (or a certified copy thereof) 
prior to 10.30am (Melbourne time) on Sunday, 7 November 2010 by: 

• post in the reply paid envelope enclosed 
• hand delivery to: Computershare Investor Services Pty Limited, Yarra Falls, 

452 Johnston Street, Abbotsford, Victoria 3067, Australia 
• fax: c/- Computershare Investor Services Pty Limited (within Australia) 1800 783 447 

(outside Australia) +61 3 9473 2555 
• Online: www.investorvote.com.au 
• Custodian voting - for Intermediary Online subscribers only:  

www.intermediaryonline.com 
 

(b) in respect of Shareholders registered on the Company's Canadian share register as of 5.00pm (Toronto 
time) on Thursday, 7 October 2010 (Relevant Date), together with the power of attorney or other 
authority (if any) under which it is signed (or certified copy thereof) prior to 7.30pm (Toronto time) on 
Saturday, 6 November 2010 by:   

• post in the reply paid envelope provided 
• hand delivery to: Mineral Deposits Limited c/- Computershare Investor Services Inc, 

100 University Avenue, 9th Floor, Toronto, Ontario, Canada M5J 2YI 
• fax: +1-866-249-7775 or Local 416-263-9524 

 
 
(c) Beneficial Shareholders as of the Relevant Date in Canada with shares held through the Canadian 

register who wish to vote by proxy must follow voting instructions provided by their intermediary 
through whom they will receive material relating to the Special and Annual General Meeting. 
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Revocation of proxies 
A Shareholder executing and delivering a proxy has the power to revoke it. However, such revocation will not 
be effective unless an instrument in writing evidencing the revocation, and executed by the Shareholder or by 
his or her attorney authorised in writing, is received by the Company before the start or resumption of the 
meeting at which the proxy votes. 

Voting of proxies 
A proxy may decide whether to vote on any motion, except where the proxy is required by law or under the 
Company's constitution to vote, or abstain from voting, in their capacity as proxy.  If a proxy is directed how to 
vote on an item of business, the proxy may vote on that item only in accordance with that direction.  If a proxy 
is not directed how to vote on an item of business, a proxy may vote as he or she thinks fit. 

If a Shareholder appoints the Chairman of the meeting as the Shareholder's proxy and does not specify how the 
Chairman is to vote on an item of business, the Chairman will vote, as proxy for that Shareholder, in favour of 
the item on a show of hands or a poll. 

The Chairman of the Special and Annual General Meeting, the Company Secretary and any Directors of the 
Company intend to vote all undirected proxies from Shareholders (who are eligible to vote in favour of the 
Resolutions) IN FAVOUR OF the Resolutions to be voted on at the Special and Annual General Meeting.   

Voting by corporate representative 
Corporate Shareholders or proxies wishing to vote by corporate representative should obtain an appointment of 
corporate representative form from the Share Registry and complete and sign the form in accordance with the 
corporate Shareholder's constitution or by a duly authorised attorney. 

The corporate representative form and the power of attorney or other authority (if any) under which it is signed 
(or a certified copy thereof) must be received by the Company before the start or resumption of the meeting at 
which the representative is to vote, by: 

• post in the reply paid envelope provided 
• hand delivery to: Mineral Deposits Limited C/- Computershare Investor Services Pty Limited, 

Yarra Falls, 452 Johnston Street, Abbotsford, Victoria 3067, Australia 
• fax to: Mineral Deposits Limited C/- Computershare Investor Services Pty Limited on 1800 783 447 

(within Australia) or +61 3 9473 2555 (outside Australia) 
 
Canadian corporate shareholders which are registered shareholders on the Company's Canadian shareholder 
register should send their materials by: 

• post in the reply paid envelope provided 
• hand delivery to: Mineral Deposits Limited C/- Computershare Investor Services Inc., 100 University Ave, 

9th Floor, Toronto, Ontario, Canada M5J 2YI 
• fax to: +1-866-249-7775 or Local 416-263-9524 
 
Canadian corporate shareholders receiving materials from their intermediary should send materials and 
follow voting instructions provided by their intermediary. 

If you require an additional proxy form, Computershare will supply it on request. 
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Advice to beneficial holders of Shares 
The Information set out in this section is of significant importance to many Shareholders of the Company 
as a substantial number of Shareholders do not hold Shares in their own name.  Shareholders who do not 
hold their Shares in their own name (Beneficial Holders) should note that only proxies deposited by 
Shareholders whose names appear on the records of the Company as the registered holders of Shares in the 
capital of the Company can be recognised and acted upon at the meeting. If Shares are listed in an account 
statement provided to a Shareholder by a broker then, in almost all cases, those Shares will not be registered in 
the Shareholder's name on the records of the Company. Such Shares will more likely be registered under the 
names of the Shareholder's broker or an agent of that broker, In Canada, the vast majority of such shares are 
registered under the name of CDS & Co. (the registration name for CDS Clearing and Depositary Services Inc. 
which acts as nominee for many Canadian brokerage firms).  Shares held by brokers, agents or nominees can 
only be voted (for or against resolutions) upon the written instructions of the Beneficial Holder. Without 
specific instructions, brokers and their agents and nominees are prohibited from voting Shares for the broker's 
clients. Therefore Beneficial Holders should ensure that instructions respecting the voting of their Shares 
are communicated to the appropriate person by the appropriate time. 

Applicable regulatory policy requires intermediaries/brokers to seek voting instructions from Beneficial Holders 
in advance of Shareholders' meetings. Each intermediary/broker has its own mailing procedures and provides its 
own return instructions to clients, which should be carefully followed by Beneficial Holders to ensure that their 
Shares are voted at the meeting. The form of proxy supplied to a Beneficial Holder by its broker (or the agent of 
the broker) is similar to the form of proxy provided to registered Shareholders by the Company. However, its 
purpose is limited to instructing the registered Shareholder (the broker or agent of the broker) how to vote on 
behalf of the Beneficial Holder.  The majority of brokers in Canada now delegate responsibility for obtaining 
instructions from clients to Broadridge Financial Solutions Inc. (Broadridge).  Broadridge typically asks 
Beneficial Holders to return the proxy forms to Broadridge. Broadridge then tabulates the results of all 
instructions received and provides appropriate instructions respecting the voting of Shares to be represented at 
the meeting. A Beneficial Holder receiving a Broadridge proxy or other proxy from their intermediary 
cannot use that proxy to vote Shares directly at the meeting. The Broadridge proxy or other proxy must 
be returned to Broadridge or such intermediary well in advance of the Special and Annual General 
Meeting in order to have the Shares voted. 

Canadian Shareholders receiving materials from Broadridge should follow voting instructions provided 
by Broadridge or their intermediary, as applicable. 
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Voting 
The Company has determined, in accordance with regulation 7.11.37 of the Corporations Regulations 2001 
(Cth), that the Company's Shares quoted on ASX at 7.00pm (Melbourne time) on Sunday, 7 November 2010 are 
taken, for the purposes of the Special and Annual General Meeting, to be held by the persons who held them at 
that time.  Accordingly, those persons are entitled to attend and vote (if not excluded) at the Special and Annual 
General Meeting.  

The Company has fixed 5.00pm (Toronto time) on Thursday, 7 October 2010 as the relevant time and date for 
determining the Shareholders of the Company on the Canadian register entitled to receive this Notice of Special 
and Annual General Meeting. 

If you are a beneficial shareholder of the Company and receive these materials through your broker or another 
intermediary, please complete and return the form of proxy in accordance with the instructions provided by your 
broker or intermediary 

By order of the Board 

 

Date 11 October 2010 

 

Signed ___________________________  

  Kathryn Davies 
 Company Secretary 
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Explanatory Memorandum 

1. Introduction 
1.1 General 

This Explanatory Memorandum has been prepared for the information of Shareholders in connection with the 
business to be conducted at the Special and Annual General Meeting of the Company to be held at 10.30am 
(Melbourne time) on Tuesday, 9 November 2010 at 'Morgans at 401', 401 Collins Street, Melbourne, Victoria, 
Australia. It forms part of the Notice of Special and Annual General Meeting and must be read together with 
that Notice. 

1.2 Business of the Special and Annual General Meeting – summary 

The business of the Special and Annual General Meeting is to:  

• table the financial statements; 

• consider and, if thought fit, to pass the following resolutions (Note: each of Resolutions 1 to 6 
(inclusive) and Resolution 8 are ordinary resolutions, and Resolution 7 is a special resolution): 

• Resolution 1 – to adopt the Remuneration Report for the year ended 30 June 2010; 

• Resolution 2 – to re-elect David John Isles as a Director; 

• Resolution 3 – to re-elect Martin Clyde Ackland as a Director; 

• Resolution 4 – to approve the proposed disposal of the Company's Sabodala gold mining 
operation to Teranga and the proposed IPO of Teranga;  

• Resolution 5 – to approve the proposed in specie distribution to Shareholders of not less than 
80% of the Teranga Shares held by the Company following the disposal of the Sabodala gold 
mining operation to Teranga;  

• Resolution 6 – to approve the proposed 10 for 1 Share consolidation of the Company's Shares on 
completion of the In Specie Distribution;  

• Resolution 7 – to modify the Constitution to enable the Company to reduce its share capital by 
providing CDIs in respect of Teranga Shares to Australian Shareholders; and 

• Resolution 8 – to ratify and approve the issue of Shares on 31 August 2010 to the vendors of the 
Oromin Shares acquired by MDL Gold and to GMP Securities Ltd, the Company's financial 
adviser in respect of the acquisition of the Oromin Shares. 

1.3 Further information 

If you have any questions in relation to any of the Resolutions including those referred to in section 1.2 above, 
please call the Company directly on +613 9909 7633 between 9.00am and 5.00pm (Melbourne time), Monday 
to Friday, or consult with your financial or other professional advisers. 

2. Financial statements and reports  
2.1 The Board is required to lay before the Special and Annual General Meeting the financial statements, 

Directors' report and independent auditor's report for the year ended 30 June 2010. 

2.2 Copies of the financial statements, the Directors' report and the independent auditor's report are 
contained in the Company's Annual Report for the year ended 30 June 2010, which will be dispatched to 
Shareholders who have elected to receive a hard copy. 
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2.3 A copy of the Annual Report, including the full financial report, and the auditor's report will be tabled at 
the Special and Annual General Meeting and can be accessed at the Company's website at 
www.mineraldeposits.com.au. 

2.4 The Chairman of the Special and Annual General Meeting will take Shareholders' questions and 
comments about the management of the Company.  The auditor of the Company will be available to take 
Shareholders' questions about the conduct of the audit, the preparation and content of the auditor's 
report, the accounting policies adopted by the Company in relation to the preparation of the financial 
statements or the independence of the auditor in relation to the conduct of the audit. 

2.5 In addition to taking questions at the Special and Annual General Meeting, written questions to the 
auditor about the content of the auditor's report or the conduct of the audit of the annual financial report 
to be considered at the Special and Annual General Meeting may be submitted not later than five 
business days before the Special and Annual General Meeting to: 

The Company Secretary 
Mineral Deposits Limited 
Level 7, 530 Little Collins Street 
Melbourne, Victoria, Australia 3000 

Facsimile: (+613) 9621 1460 
Email:  agm2010@mineraldeposits.com.au 

2.6 Copies of any questions received will be made available at the Special and Annual General Meeting.  
The Chairman of the Special and Annual General Meeting will allow the auditor to answer written 
questions submitted to the auditor before the Special and Annual General Meeting.  If the auditor has 
prepared a written answer to a question, the Chairman of the Special and Annual General Meeting may 
permit the auditor to table that written answer.  A written answer tabled at the Special and Annual 
General Meeting will be made reasonably available to Shareholders as soon as reasonably practicable 
after the Special and Annual General Meeting. 

2.7 Shareholders are not required to vote on any resolution in relation to the financial statements and reports 
(other than Resolution 1, being the adoption of the Remuneration Report for the year ended 30 June 2010). 

3. Resolution 1 – Adoption of Remuneration Report for the year ended 
30 June 2010  

3.1 The Directors' Report in the Annual Report for the year ended 30 June 2010 contains (in a separate and 
clearly defined section) a Remuneration Report which sets out the remuneration policy for the Company 
and reports the remuneration arrangements in place for the Managing Director, specified executives and 
the non-executive Directors.  

3.2 Section 250R(2) of the Corporations Act requires the Company to put to the vote at the Annual General 
Meeting a resolution that the Remuneration Report be adopted.  The Company is also required to inform 
Shareholders in the Notice of Special and Annual General Meeting that a resolution to this effect will be 
put at the Special and Annual General Meeting. 

3.3 Before calling for votes in relation to this Resolution, the Chairman of the Special and Annual General 
Meeting will allow a reasonable opportunity for the Shareholders present to ask questions about, or 
make comments on, the Remuneration Report. 

3.4 It should be noted that, pursuant to section 250R(3) of the Corporations Act, the vote on this Resolution is 
advisory only and does not bind the Directors or the Company.  Accordingly, the Company will not be 
required to alter any arrangements detailed in the Remuneration Report, should the Remuneration Report 
not be adopted.  However, notwithstanding this strict legal position, the Board has determined that it will 
take the outcome of the vote into consideration when determining the remuneration policy of the Company. 

3.5 The Directors make no voting recommendation to Shareholders in relation to Resolution 1.  All of the 
Directors entitled to vote on Resolution 1 intend to vote in favour of Resolution 1.  
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4. Resolutions 2 and 3 – Re-election of Directors  
4.1 Clause 58.1 of the Company's Constitution provides that, at the close of each special and annual general 

meeting, one-third of the Directors (or, if their number is not a multiple of 3, then the number nearest to 
but not more than one-third of the Directors) must retire from office.   

4.2 The Directors retire by rotation, with the Director(s) who have been the longest in office since being 
appointed or re-appointed being the Director(s) who must retire in any year.  If two or more Directors 
were elected or appointed on the same day, they are required to agree among themselves or determine by 
lot which of them must retire.  The Constitution ensures that no Director is able to remain in office for 
longer than three years without facing re-election.  Neither the Managing Director nor any Director who 
stands for re-election under clause 56.2 is required to be taken into account in determining the number of 
Directors who must retire by rotation under clause 58.1.  Under clause 58.4 of the Constitution, a 
retiring Director is entitled to offer himself for re-election as a Director at the Annual General Meeting 
which coincides with his retirement. 

4.3 It follows from the above that two Directors must retire by rotation at this year's Special and Annual 
General Meeting.  Dr David John Isles and Mr Oliver Lennox-King were last re-elected to the Board at 
the 2007 special and annual general meeting of the Company.  Accordingly, under the Constitution, 
Dr Isles is required to stand for re-election at this year's Special and Annual General Meeting.  
Mr Lennox-King, however, will retire as a Director of the Company at the Special and Annual General 
Meeting and not seek re-election as a Director of the Company.   

4.4 Each of Mr Clever Gomes Da Fonseca and Mr Martin Clyde Ackland was last elected or re-elected at 
the 2008 special and annual general meeting.  Whilst each of them has only held office for two years 
since last being elected or re-elected, one of them must retire at this year's Special and Annual General 
Meeting to satisfy the rotation requirements of the Constitution.  It has been agreed that Martin Clyde 
Ackland will retire at this year's Special and Annual General Meeting.  Martin Clyde Ackland seeks  
re-election at this year's Special and Annual General Meeting. 

Dr David John Isles 

4.5 Dr Isles is a geophysicist and recognised world expert in aeromagnetic interpretation.  He has worked in 
operational exploration with BHP Minerals and in the area of exploration technology development with 
World Geoscience Corporation.  Between 1995 and 2004 he held executive directorships with New 
Hampton Goldfields, Grenfell Resources and Gravity Capital Limited.  He consults widely in his area of 
expertise in aeromagnetics, 

4.6 Dr Isles has been a Director of the Company since 23 December 2002.  

Directors' recommendation – Resolution 2 

4.7 The Directors (other than Dr Isles) recommend that you vote in favour of Resolution 2.  Dr Isles makes 
no recommendation to Shareholders.  All of the Directors entitled to vote on Resolution 2 intend to vote 
in favour of Resolution 2.  

Mr Martin Clyde Ackland  

4.8 Mr Ackland is a qualified metallurgist and has spent over 30 years in the resources industry in a variety 
of roles that involved the creation of major resource groups from small capital bases.  From 1997 to 
2003, Mr Ackland was President and Chief Executive Officer of Southern Cross Resources Inc. (now 
SXR Uranium One Inc.).  From 1987 to 1995, he was an executive director of Ticor Limited (formerly 
Minproc Holdings Limited) where he was responsible for the successful implementation of the Tiwest 
Project; the world’s only integrated mineral sands mine, synthetic rutile and TiO2 pigment operation.  
He brings to the Company a very strong background in project development, particularly in mineral 
sands and gold, at a time when the company’s Grande Côte mineral sands project is currently its primary 
focus of attention, plant commissioning of the Sabodala gold mine having commenced in March 2009.  
His experience embraces a range from project development through financing and capital raising in both 
the project and corporate areas.  Mr Ackland has prime responsibility for the project implementation and 
engineering aspects of the Company’s projects and is Chairman of Grande Côte Operations SA.   
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4.9 Mr Ackland has been a Director of the Company since 21 July 2003.   

Directors' recommendation – Resolution 3 

4.10 The Directors (other than Mr Ackland) recommend that you vote in favour of Resolution 3.  Mr Ackland 
makes no recommendation to Shareholders.  All of the Directors entitled to vote on Resolution 3 intend 
to vote in favour of Resolution 3.  

5. Resolution 4 – Disposal of major asset and IPO of Teranga 
Background 

5.1 The Company has previously announced its intention to demerge the Sabodala gold operation from the 
Company, and for the Grande Côte mineral sands project to be retained within the Company going 
forward.  As part of the demerger proposal, it is intended that:  

• the shares held by MDL Gold in the Sabodala gold operation holding companies (being Sabodala 
Gold (Mauritius) Limited and SGML (Capital) Limited) and Oromin Explorations Ltd., be 
transferred to Teranga, in consideration for the issue of new Teranga Shares to MDL Gold (which 
Teranga Shares will be transferred by MDL Gold to MDL); 

• the Company will in specie distribute not less than 80% of its Teranga Shares to the Shareholders 
on a proportional basis as at the Record Date; 

• Teranga will conduct an IPO in Canada and Australia involving the offer of new Teranga Shares 
to investors (refer Resolution 4);   

• an intercompany loan of C$50 million will, following the demerger, be payable to MDL Gold by 
Sabodala Gold (Mauritius) Limited from the proceeds of the IPO and to the extent unpaid from 
the IPO proceeds, payable under the terms of a loan agreement to be entered into between 
Sabodala Gold (Mauritius) Limited and MDL Gold (refer section 10.3); 

• assuming the IPO is fully subscribed (and there is no over-allotment), the Company will retain 
approximately 17% of the total number of Teranga Shares immediately following the In Specie 
Distribution and completion of the IPO of Teranga (refer section 8.29).  This figure is 
approximate and may alter following completion of the IPO.  

5.2 In order to facilitate the "spin-off" of the Sabodala gold operation, the Company has incorporated a new 
Canadian based company, Teranga Gold Corporation (Teranga), into which the Sabodala gold assets 
are to be transferred, assuming Resolutions 4 and 5 are approved. Teranga intends to conduct an IPO 
involving the issue of new shares in Teranga to investors pursuant to a prospectus issued in Canada and 
Australia (refer Resolution 4).   

Legal requirements 

5.3 ASX Listing Rule 11.4 provides that an entity must not dispose of a major asset if, at the time of the 
disposal, it is aware that the entity acquiring the asset intends to issue or offer securities with a view to 
that "spin-off" entity becoming listed on a recognised securities exchange.  As previously announced to 
the market, it is intended that the Sabodala gold operation will be spun-off into Teranga (refer 
Resolution 4).   

5.4 ASX Listing Rule 11.4.1(b) states that ASX Listing Rule 11.4 does not apply if holders of ordinary 
securities in the ASX-listed entity disposing of its major asset through a spin-off and separate listing of 
the spin-off assets approve of the disposal. 

5.5 Accordingly, Shareholder approval pursuant to ASX Listing Rule 11.4 is sought at the Special and 
Annual General Meeting through Resolution 4. 
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Information in relation to the asset being disposed 

5.6 The Sabodala gold operation is currently beneficially owned as to 90% by the Company.  The 
Government of the Republic of Senegal has a 10% (non-contributory) interest in the Sabodala gold 
operation.  Assuming Resolution 4 is approved, there will essentially be no change to the beneficial 
ownership structure of the Sabodala gold operation immediately following the separation, but before 
completion of the IPO.  Teranga's interest in the Sabodala gold operation will be 90%, and the 
Government of Senegal's interest will continue to be 10%.   

5.7 However, it is the intention of the Directors that the disposal of the Sabodala gold operation to Teranga 
will only occur if the Teranga IPO is likely to be successful.  Further, the Directors believe that the 
Teranga IPO will be unlikely to proceed unless Shareholders vote in favour of Resolution 5.  Therefore, 
if the spin-off of the Sabodala gold operation occurs, it will be likely to give rise to a dilution in the 
collective interests of Shareholders in the Sabodala gold operation due to the introduction of new 
investors under the Teranga IPO.   

5.8 The effect of the disposal of the Sabodala gold operation, the In Specie Distribution and the Teranga 
IPO (if each occur) in respect of the level of control exercised over the relevant entities is outlined in the 
diagrams below. 
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5.9 Please note that the percentage shareholdings surrounded by square brackets in the above diagram are 
indicative only, based on information available to the Directors at the date of this Explanatory 
Memorandum.  These percentages are based on, among other things, the assumption that the IPO will be 
fully subscribed (and that there is no over-allotment).  The actual percentage shareholdings in Teranga 
held by the Company, Shareholders and new IPO investors on completion of the In Specie Distribution 
and IPO may be materially different to the indicative figures provided in the table above.   To the extent 
of any material changes, the Company intends to inform the market. 

5.10 ASX requires that the following information be disclosed to Shareholders for the purposes of the 
approval sought under ASX Listing Rule 11.4: 

(a) (the nature of the assets being disposed): The Company's Sabodala gold operation comprises 
the assets being disposed of by the Company.  A detailed summary of the nature of those assets 
is outlined in section 8 of this Explanatory Memorandum. The disposal will be effected by the 
transfer by MDL Gold of all of its shares in its wholly-owned subsidiaries, Sabodala Gold 
(Mauritius) Limited and SGML (Capital) Limited and its approximate 15% stake in Oromin 
Explorations Ltd. to Teranga, and the IPO of Teranga.  The IPO of Teranga proposed to be 
undertaken in Canada and Australia will give rise to a dilution of Shareholders' existing interests 
in the Sabodala gold operation (refer to the tables in section 5.8 above). 

(b) (the value of the assets, including the value as shown in the listed entity's latest financial 
statements, their current value and the assets' contribution to the entity's recent past and 
current earnings):  

The following is an outline of the earnings contributed to the Company by the Sabodala gold 
operation in respect of the financial years ended 30 June 2009 and 30 June 2010: 

Sabodala gold operation 12 months ended 30 June 

 
2010 

US$’000 
2009 

US$’000 

Gold sales 158,478 47,103 

Net cash income from mining activities 87,383 25,750 

Net income from mining activities 53,958 16,096 

Operating profit before finance costs and tax 50,335 14,654 

Profit/(loss) before tax (12,331) 28,645 

Profit/(loss) after tax (12,879) 27,747 

Consolidated Sabodala gold operation revenue and loss for the period (10,362) 25,721 

 

The following is an outline of the values of the assets (and net assets) of the Sabodala gold 
operation, as shown in the Company's accounts in respect of each of the financial years ended 
30 June 2009 and 30 June 2010.  

Sabodala gold operation 12 months ended 30 June 

 
2010 

US$’000 
2009 

US$’000 

Assets 413,112 409,724 

Liabilities  141,297 126,760 

Net assets 271,815 282,964 
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(c) (the consideration for the assets): it is expected that 200,000,000 new Teranga Shares will be 
issued to MDL Gold, a wholly-owned subsidiary of the Company in consideration for the 
acquisition by Teranga of the shares in Sabodala Gold (Mauritius) Limited and SGML (Capital) 
Limited and the Oromin Shares.  These Teranga Shares will then be promptly transferred by 
MDL Gold to the Company.  In addition, an intercompany loan of C$50 million will, following 
the demerger, be payable to MDL Gold by Sabodala Gold (Mauritius) Limited from the 
proceeds of the IPO and to the extent unpaid from the IPO proceeds, payable under the terms of 
a loan agreement to be entered into between Sabodala Gold (Mauritius) Limited and MDL Gold 
(refer section 10.3). 

(d) (the issue price for securities in the acquiring entity): As referred to in paragraph (c) above, 
the Teranga Shares to be issued to MDL Gold will be issued as consideration for the acquisition 
of assets from MDL Gold.  No monetary amount is payable by MDL Gold or the Company in 
respect of the issue of Teranga Shares to MDL Gold.  These Teranga Shares will be transferred 
by MDL Gold to MDL for no consideration. 

(e) (all material agreements relevant to the disposal of the asset): The disposal of the Sabodala 
gold operation will occur pursuant to a restructure and demerger deed.  The parties to this 
restructure and demerger deed will be the Company, MDL Gold and Teranga.  The terms of this 
proposed restructure and demerger deed are yet to be finalised, however, an outline summary of 
a number of the expected key commercial provisions of the restructure and demerger deed is 
provided in section 10. 

(f) (why the disposal of the assets is in the listed entity's best interests): The Directors believe 
that demerging the Company's Sabodala gold operation from the Grande Côte mineral sands 
project is in the best interests of Shareholders because the Company believes it will be able to 
provide greater value to the Shareholders through the spin-off.  In this regard, the Directors 
believe that Shareholders will be able to participate in the potential upside of the Sabodala gold 
operation which may not be realised without the spin-off.  The Directors consider that this 
potential upside may outweigh the amount of dilution of Shareholder interests as a consequence 
of the spin-off and IPO of Teranga.  The Directors also consider that a separate spin-off of the 
assets of the Sabodala gold operation through Teranga should allow for a better focus on the 
development and mining of the Sabodala gold operation and should enable a more transparent 
market value to be placed on the Sabodala gold operation, whilst the Company continues to 
develop the separate and distinct Grande Côte mineral sands project.   

Shareholders will continue to have an interest in the Sabodala gold operation, both indirectly 
through the Company's retained shareholding in Teranga and directly by way of the In Specie 
Distribution to Shareholders of Teranga Shares.  A summary of the advantages and potential 
disadvantages of the disposal of the Sabodala gold operation and the In Specie Distribution of 
Teranga Shares to Shareholders is provided in section 6.13. 

(g) (the listed entity's future activities and direction without the assets): Refer to section 13 for a 
description of the Company's future activities and direction following the disposal of the 
Sabodala gold operation.  

Teranga – pro forma consolidated balance sheet 

The pro forma consolidated balance sheet for Teranga, following completion of its acquisition of the Sabodala 
gold operation and the Oromin Shares and completion of its IPO (as if they were effected as at 30 June 2010), is 
set out below. 
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Teranga Gold Corporation - Post 
IPO 
 

Teranga 
Consolidated 
Group - Pre 

IPO 

IPO - Lower 
Limit - 

C$40m(1) 

Teranga 
Consolidated 
Group - Post 
IPO - Lower 

Limit  

IPO - Upper 
Limit - 

C$120m(2) 

Teranga 
Consolidated 
Group - Post 
IPO - Upper 

Limit  
Statement of Financial Position 30 June 2010 30 June 2010  30 June 2010  30 June 2010  30 June 2010  
as at 30 June 2010 US$’000 US$’000  US$’000   US$’000  US$’000   
       
CURRENT ASSETS      
Cash assets 8,984 35,976 44,960 61,257 70,241 
Trade and other receivables 536 - 536 - 536 
Other financial assets 20,525 - 20,525 - 20,525 
Financial derivative assets 701 - 701 - 701 
Inventories 66,970 - 66,970 - 66,970 
Other 2,939 - 2,939 - 2,939 
TOTAL CURRENT ASSETS 100,655 35,976 136,631 61,257 161,912 
      
NON CURRENT ASSETS      
Financial derivative assets 1,629 - 1,629 - 1,629 
Inventories 4,769 - 4,769 - 4,769 
Property, plant and equipment 204,722 - 204,722 - 204,722 
Exploration & evaluation 
expenditure 12,321 - 12,321 - 12,321 
Mine development expenditure 100,169 - 100,169 - 100,169 
Capitalised mining concession and 
convention costs 10,366 - 10,366 - 10,366 
Other intangible assets 272 - 272 - 272 
TOTAL NON CURRENT 
ASSETS 334,248 - 334,248 - 334,248 
      
TOTAL ASSETS 434,903 35,976 470,879 61,257 496,160 
      
CURRENT LIABILITIES      
Trade and other payables 76,969 - 76,969 (48,616) 28,353 
Financial derivative liabilities 34,963 - 34,963 - 34,963 
Borrowings 16,433 - 16,433 - 16,433 
Current tax liabilities 446 - 446 - 446 
Provisions 1,387 - 1,387 - 1,387 
TOTAL CURRENT 
LIABILITIES 130,198 - 130,198 (48,616) 81,582 
      
NON CURRENT LIABILITIES      
Trade and other payables 1,477 - 1,477 - 1,477 
Financial derivative liabilities 65,046 - 65,046 - 65,046 
Deferred tax liabilities 231 - 231 - 231 
Provisions 2,255 - 2,255 - 2,255 
TOTAL NON CURRENT 
LIABILITIES 69,009 - 69,009 - 69,009 
      
TOTAL LIABILITIES 199,207 - 199,207 (48,616) 150,591 
      
NET ASSETS 235,696 35,976 271,672 109,873 345,569 
      
EQUITY      
Issued capital 235,694 35,976 271,670 109,873 345,567 
Minority interest 2 - 2 - 2 
      
TOTAL EQUITY 235,696 35,976 271,672 109,873 345,569 

(1) net of issue costs (and assumes a minimum subscription amount of C$40 million is raised at Teranga IPO) 

(2) net of issue costs and repayment of intercompany loans (and assumes a maximum subscription amount of C$120 million is raised at Teranga IPO) 
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Company – pro forma consolidated balance sheet following disposal of the Sabodala gold 
operation assets 

The pro forma consolidated balance sheet for the Company, following completion of its disposal of the 
Sabodala gold operation and the Oromin shares and following the In Specie Distribution and the Share 
Consolidation (as if they were effected as at 30 June 2010), is set out below.    

Mineral Deposits Limited 
Consolidated 

(Audited) 

MDL Group 
after gold 
transfer 

IPO - Upper 
Limit - 

C$120m 
MDL Group 

post IPO 
Statement of Financial Position as at 30 June 2010 30 June 2010 30 June 2010 30 June 2010 30 June 2010 
 US$’000 US$’000 US$’000 US$’000 
     
CURRENT ASSETS     
Cash assets 13,832 4,848 48,616 53,464 
Trade and other receivables 605 57,980 (48,616) 9,364 
Inventories 66,970 - - - 
Financial derivative assets 701 - - - 
Other 3,428 489 - 489 
TOTAL CURRENT ASSETS 85,536 63,317 - 63,317 
     
NON CURRENT ASSETS     
Other receivables 251 251 - 251 
Inventories 4,769 - - - 
Financial derivative assets 1,629 - - - 
Other financial assets - 47,139 - 47,139 
Property, plant and equipment 220,958 16,236 - 16,236 
Exploration & evaluation expenditure 12,363 42 - 42 
Mine development expenditure 148,588 49,685 - 49,685 
Capitalised mining concession and convention costs 19,277 8,910 - 8,910 
Deferred tax assets 61 - - - 
Intangible assets 337 65  - 65  
TOTAL NON CURRENT ASSETS 408,233 122,328 - 122,328 
       
TOTAL ASSETS 493,769 185,645 - 185,645 
     
CURRENT LIABILITIES     
Trade and other payables 20,048 989 - 989 
Borrowings 16,433 - - - 
Financial derivative liabilities 34,963 - - - 
Current tax liabilities 536 89 - 89 
Provisions 3,040 1,652 - 1,652 
TOTAL CURRENT LIABILITIES 75,020 2,730 -  2,730 
     
NON CURRENT LIABILITIES     
Trade and other payables 1,476 - - - 
Financial derivative liabilities 65,046 - - - 
Deferred tax liabilities 231 - - - 
Provisions 2,289 35 - 35 
TOTAL NON CURRENT LIABILITIES 69,042 35 - 35 
     
TOTAL LIABILITIES 144,062 2,765  - 2,765  
     
NET ASSETS 349,707 182,880 - 182,880 
     
EQUITY     
Issued capital 384,849 216,820 - 216,820 
Reserves 41,216 18,753 - 18,753 
Accumulated losses (75,872) (52,695) - (52,695) 
Equity attributable to owners of the parent 350,193 182,878 - 182,878 
Non-controlling interest (486) 2 - 2 
     
TOTAL EQUITY 349,707 182,880 - 182,880 

(1) assumes repayment of intercompany loan (and assumes a maximum subscription amount of C$120 million is raised at Teranga IPO) 
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It should be noted that, at the date of this Explanatory Memorandum, the amount of US$5.5 million is owed by 
Sabodala Gold (Mauritius) Limited to MDL Gold.  Although the Directors consider that this amount may be 
paid to MDL Gold prior to the Teranga IPO, the payment of this amount is not reflected in the above pro forma 
consolidated balance sheets.  If this amount is not paid to MDL Gold in full before the Teranga IPO, any 
remaining amount owing will need to be repaid to MDL Gold following the Teranga IPO. 

Additional information in relation to Teranga and the Sabodala gold operation 

5.11 Further information in relation to Teranga and the Sabodala gold operation is set out in section 8 of this 
Explanatory Memorandum. 

Directors' recommendation – Resolution 4  

5.12 The Directors (other than Mr Lennox-King) recommend that you vote in favour of Resolution 4.  
Mr Lennox-King, as a director of Teranga, has an interest in Resolution 4 and therefore makes no 
recommendation in relation to Resolution 4.  All of the Directors entitled to vote on Resolution 4 intend 
to vote in favour of Resolution 4.  

6. Resolution 5 – Capital reduction and in specie distribution 
Background 

6.1 Resolution 5 involves the in specie distribution to Shareholders of not less than 80% of the Teranga 
Shares held by the Company following the disposal of its Sabodala gold operation to Teranga. 

6.2 As noted above, it is intended that Teranga will conduct an initial public offering involving the issue of 
new Teranga Shares (refer Resolution 4).  Subject to Shareholder approval, prior to completion of the 
IPO of Teranga, the Company proposes to reduce its share capital by making an In Specie Distribution 
to Shareholders of not less than 80% of the Teranga Shares which are held by the Company (after the 
transfer to MDL by MDL Gold of the Teranga Shares issued to MDL Gold).  The Company will, 
immediately after the In Specie Distribution and the IPO of Teranga, retain the balance of those shares 
in Teranga which it does not distribute in specie to Shareholders.   

6.3 Further details in relation to Teranga Shares are set out in section 8. 

Legal requirements 

6.4 Section 256B(1) of the Corporations Act provides that a company may reduce its share capital if the 
reduction: 

(a) is fair and reasonable to the company's shareholders as a whole; 

(b) does not materially prejudice the company's ability to pay its creditors; and 

(c) is approved by shareholders under section 256C of the Corporations Act. 

6.5 The proposed Capital Reduction by way of In Specie Distribution is an equal reduction as it applies in 
proportion to the number of Shares held by each Shareholder. 

6.6 The Directors are of the opinion that the proposed Capital Reduction by the distribution in specie of not 
less than 80% of the Teranga Shares held by the Company on a pro rata basis to the Shareholders: 

(a) does not materially prejudice the Company's ability to pay its creditors; 

(b) will not result in the Company being insolvent at the time of the Capital Reduction or becoming 
insolvent as a result of the Capital Reduction; and 

(c) is fair and reasonable to Shareholders as a whole, as the In Specie Distribution of Teranga Shares 
will be undertaken on a pro rata basis. 
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6.7 Provided Shareholders approve Resolutions 4 and 5, the separation of the on-going corporate and other 
arrangements between MDL and Teranga will be effected under a restructure and demerger deed, the 
terms of which have not been finalised at the date of this Explanatory Memorandum.    An outline 
summary of some of the expected key commercial provisions of the restructure and demerger deed is 
provided in section 10.  

6.8 The Corporations Act restricts the Company from disposing of the Teranga Shares to Shareholders 
within 12 months of their issue, by way of the proposed In Specie Distribution, without the Company 
issuing a prospectus.  In addition, the Corporations Act restricts the Shareholders from on-selling the 
Teranga Shares acquired by them as part of the In Specie Distribution, within 12 months after receiving 
them under the In Specie Distribution, without the Company issuing a prospectus in respect of the 
Teranga Shares transferred to Shareholders as part of the In Specie Distribution. 

6.9 Under applicable ASIC guidelines, the in specie distribution of Teranga Shares to Shareholders 
proposed in this Notice of Special and Annual General Meeting and Explanatory Memorandum 
constitutes an 'offer' of securities under Australian law.   

6.10 Therefore, the Prospectus prepared by the Company accompanies this Notice of Special and Annual 
General Meeting and Explanatory Memorandum.  The Prospectus contains information in relation to 
Teranga.  The Company recommends that all Shareholders read the Prospectus carefully and in 
conjunction with this Notice of Special and Annual General Meeting and Explanatory Memorandum.   

6.11 There is no information known to the Company that is material to the decision by a Shareholder on how 
to vote on Resolution 5 other than as disclosed in this Notice of Special and Annual General Meeting 
and Explanatory Memorandum, the accompanying Prospectus and information that the Company has 
previously disclosed to Shareholders. 

6.12 Given that, as at the date of this Notice of Special and Annual General Meeting and Explanatory 
Memorandum, the Company does not presently hold the Teranga Shares it has "offered" to Shareholders 
pursuant to this document, the Company and MDL Gold has obtained from Teranga an irrevocable 
undertaking that it will issue the relevant number of Teranga Shares in consideration of the transfer by 
MDL Gold of the shares in Sabodala Gold (Mauritius) Limited, SGML (Capital) Limited and Oromin 
Explorations Ltd. no later than prior to the proposed In Specie Distribution.  Similarly, the Company has 
obtained an irrevocable undertaking from MDL Gold that it will transfer the relevant number of Teranga 
Shares no later than prior to the proposed In Specie Distribution. 

Advantages and potential disadvantages of the disposal and spin-off of the Sabodala gold 
operation to Teranga and the Capital Reduction 

6.13 The Directors believe that the principal advantages and potential disadvantages to Shareholders of the 
Capital Reduction by way of In Specie Distribution, as part of the spin-off of the Sabodala gold 
operation, are as follows: 

Advantages 

(a) Shareholders will continue to retain a substantial direct interest in the development of the 
Sabodala gold operation through their individual pro-rata shareholding in Teranga and also 
indirectly through the shareholding in Teranga retained by the Company. 

(b) Shareholders will continue to retain their shareholding in the Company in the same proportion in 
which it is held prior to the In Specie Distribution.  

(c) Shareholders will be able to participate in the potential upside of the Sabodala gold operation 
through the IPO of Teranga.  The Directors consider that this potential upside, which may not be 
realised if the demerger does not proceed, is expected to result in a greater uplift in Shareholder 
value than the extent of the dilution of Shareholders' interests in the Sabodala gold operation as a 
result of the demerger.  In this regard, the value of the Grande Côte mineral sands project 
(owned by the Company) and the Sabodala gold operation (owned by Teranga going forward, 
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assuming Resolutions 4 and 5 are approved) should be more fully reflected in separate entities, 
and should be unaffected by events or occurrences relating to the other project.  

(d) Following the spin-off of Teranga, it is expected that Shareholders will have a market in which 
they will be able to realise the value of their investment in Teranga. 

(e) A spin-off of the Sabodala gold operation should allow for a better focus on the development 
and mining of the Sabodala gold operation and should enable a more transparent market value 
to be placed on the Sabodala gold operation, whilst the Company continues to develop the 
separate and distinct Grande Côte mineral sands project.  The spin-off of Teranga from the 
Company will mean that both the Company and Teranga will have a primary focus that will not 
be affected by events or occurrences relating to other projects.  The Company's principal focus 
will be on the Grande Côte mineral sands project and Teranga's principal focus will be on the 
Sabodala gold operation. 

(f) If the Company retains the Sabodala gold operation, this may diminish the ability of the 
Company to further the development of the Grande Côte project to the extent considered 
necessary or desirable by the Directors.  The Grande Côte project requires significant additional 
capital for development. 

(g) The spin-off provides Shareholders with greater flexibility in respect of their investment 
portfolio.  Following the spin-off and IPO of Teranga, Shareholders should be able to better 
manage their levels of exposure to each project.  That is, Shareholders will hold the Company's 
Shares and separate Teranga Shares following the In Specie Distribution and, therefore, will be 
able to decide, on an individual basis once Teranga is spun-off, if they wish to hold or sell their 
interest in the Sabodala gold operation and/or the Grande Côte project. 

(h) Post IPO, Teranga is expected to have significant additional capital available to it with which to 
fund additional exploration and development. 

(i) The spin-off of Teranga may potentially allow Shareholders to benefit from currently generally 
better valuations in the north American market for gold equities.  

Potential Disadvantages 

(a) Shareholders' collective interests in the Sabodala gold operation will be diluted as a consequence 
of the proposed issue of new Teranga Shares pursuant to the IPO of Teranga.  The level of 
dilution will depend on how much is raised by Teranga at IPO and the offer price of Teranga 
Shares under the IPO.  As at the date of this Explanatory Memorandum, the Directors expect that 
if the IPO of Teranga is fully subscribed (but there is no over-allotment), new investors in 
Teranga are likely to hold a collective interest in the Sabodala gold operation (ie. Teranga) of 
approximately 16% (refer section 8.29). 

(b) There is no guarantee that the Company's Shares, or Teranga Shares, will increase in value 
following the spin-off of the Sabodala gold operation and the Teranga IPO.  It is possible that 
the collective value of Shareholders' interests in the Company's Shares and Teranga Shares will 
decrease after the IPO of Teranga.  

(c) There is a risk, which the Directors consider to be low but nevertheless possible, that following 
the In Specie Distribution of Teranga Shares to Shareholders, the Teranga IPO may be delayed 
or not proceed, resulting in Shareholders holding Teranga Shares which are not listed on any 
recognised securities exchange for a period of time or at all.  If this occurs, then Shareholders 
will have an illiquid investment in a significant asset (ie. unlisted Teranga Shares) and it may be 
difficult for Shareholders to transfer or otherwise deal in that investment or realise full value for 
that investment or at all.  

(d) Shareholders may incur additional transaction costs if they wish to dispose of their interest in 
Teranga. 
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6.14 The Director consider that the advantages of the spin-off and IPO of Teranga outweigh the 
disadvantages.  However, it is possible that circumstances may arise which may have the effect that the 
spin-off of the Sabodala gold operation and the IPO of Teranga is no longer being in the best interests of 
the Shareholders or it is no longer appropriate to be pursued. For instance, where the Directors receive 
an alternative proposal in respect of the Sabodala gold operation which they consider to be a superior 
proposal to the Demerger Proposal, the Directors may consider it in the best interests of Shareholders to 
pursue the alternative proposal (refer sections 8.30 and 8.31). There may be other circumstances where 
the Directors determine it is appropriate for the Demerger Proposal not to proceed. The Directors are, as 
at the date of this Notice, not aware of any such circumstances. 

6.15 Accordingly, Resolution 5 provides that the Directors may provide a notice to ASX before the Record 
Date is set (or, if the Record Date has been set, then at least five Trading Days before the Record Date), 
stating that the Company does not intend to proceed with the Capital Reduction by way of In Specie 
Distribution, in which case the Demerger Proposal will not be implemented.   

Record Date/Timetable  

6.16 Generally, the standard record date for a reorganisation of capital of an ASX-listed company is not less 
than six business days following a general meeting of that company.  However, in relation to both the 
Capital Reduction and the Share Consolidation, the Company has provided for flexibility in the setting 
of the Record Date because:  

• it is proposed that the Capital Reduction involving the in specie distribution of Teranga Shares to 
Shareholders will not occur unless Teranga is likely to be able to successfully raise at least a 
minimum amount of funds under its proposed IPO; and 

• the Company understands that the underwriters to the Teranga IPO are unlikely to be willing to 
underwrite the IPO offer, and the IPO will therefore be unlikely to proceed, unless Shareholders 
vote in favour of the In Specie Distribution in Resolution 5. 

6.17 In addition, market conditions may arise which may have the effect that the implementation of the 
Demerger Proposal in accordance with the proposed indicative timetable is not appropriate in the 
circumstances, such that the Directors may elect to defer the implementation of the Demerger Proposal 
until market conditions are more favourable. 

6.18 As a result, the Record Date is to be set on or after the date Resolution 5 is passed, by the Directors, to 
determine entitlements of Shareholders to participate in the In Specie Distribution (and the Share 
Consolidation), such that the Record Date will be not less than six Trading Days after the date on which 
Resolution 5 is passed and not later than five months after the date on which Resolution 5 is passed.  
Further, the actual date on which the In Specie Distribution will be made will be not more than one month 
after the relevant Record Date, although the Directors expect this to occur substantially earlier than this. 

Lodgement of documents 

6.19 In accordance with section 256C(5) of the Corporations Act, copies of the Notice of  Special and Annual 
General Meeting and this Explanatory Memorandum, and the Prospectus which accompanies the Notice 
of Special and Annual General Meeting and this Explanatory Memorandum, have been lodged with 
ASIC. ASIC takes no responsibility for the contents of this document. 

Other information in relation to the Capital Reduction 

6.20 No Director of the Company will receive any payment or benefit of any kind as a result of the Capital 
Reduction other than as Shareholders of the Company.  To the extent that Directors hold Shares, they 
will be treated on the same basis as other Shareholders in respect of the Capital Reduction. 

6.21 The Demerger Proposal and IPO requires the consent of the major financiers of the Sabodala gold 
operation assets, and as a stakeholder in the Sabodala gold operation, consultation with the Senegal 
Government.  If the necessary consents are unable to be obtained, the Demerger Proposal may not proceed.  
However the Directors are not aware of any reason why such consents will not be forthcoming.  
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Interdependency of Resolutions 4 and 5 

6.22 Shareholders should note that whilst Resolution 5 is conditional on Resolution 4 being passed, 
Resolution 4 is not conditional on Resolution 5 being passed.  Therefore, it is possible that the "spin-off" 
of the Sabodala gold operation assets to Teranga and the IPO of Teranga may occur without the In 
Specie Distribution of Teranga Shares to Shareholders, notwithstanding that, as noted in section 6.16, 
this is considered to be unlikely to occur.   

6.23 If Resolution 4 is passed but Resolution 5 is not passed and the IPO of Teranga does in fact proceed, 
Shareholders will continue to hold an interest in the Sabodala gold operation, however, this interest will 
be held indirectly through the Company's shareholding in Teranga which, in these circumstances, could 
amount to a shareholding of between approximately 84% and 94% in Teranga on completion of its IPO.  
In these circumstances, Shareholders will not have the direct interest in Teranga that they will obtain 
through the Capital Reduction. 

6.24 In addition, the Capital Reduction cannot occur if the disposal of the Sabodala gold operation is not 
approved. Accordingly, Resolution 5 is necessarily subject to Resolution 4 being passed. 

6.25 It is the Directors' current preference that the disposal of the Sabodala gold operation occurs in conjunction 
with the Capital Reduction by In Specie Distribution.  Accordingly, the Directors' (other than Mr Lennox-
King, who is a director of Teranga), recommend that you vote in favour of Resolutions 4 and 5.   

Directors' recommendation – Resolution 5  

6.26 The Directors (other than Mr Lennox-King) recommend that you vote in favour of Resolution 5.  
Mr Lennox-King, as a director of Teranga, has an interest in Resolution 5 and therefore makes no 
recommendation in relation to Resolution 5.  All of the Directors entitled to vote on Resolution 5 intend 
to vote in favour of Resolution 5.  

7. Use of funds by Teranga raised under the IPO 
Discretion to Use of Proceeds 

7.1 Teranga currently intends to allocate the proceeds from the IPO as detailed below in “Use of Proceeds”. 
Teranga's directors and management will retain the discretion to the future application of the IPO 
proceeds, and will change this allocation of funds if it is in the best interests of Teranga shareholders or 
appropriate in the circumstances. 

Use of Proceeds 

7.2 Teranga expects to receive approximately a minimum C$40 million and a maximum of C$120 million 
(excluding any additional over-allotment provision). Teranga expects that the IPO offering will entitle 
the IPO underwriters to an over-allotment allocation of up to 15% or an additional C$18 million. The net 
expenses from the IPO offering are estimated at a minimum of C$3 million and a maximum of 
C$7 million.  As at 30 June 2010, MDL had working capital of approximately US$13.8 million 
(US$8.98 million of which is attributable to Sabodala gold operations and is designated, to the extent 
available, to be applied towards Teranga's working capital following its IPO). 

7.3 The net proceeds of the IPO offering, assuming the currently proposed maximum subscription amount 
of C$120 million is raised, are currently expected to be used as follows: 

• C$50 million to be repaid to MDL Gold to satisfy the intercompany loan outlined in section 10.3; 

• approximately C$7 million for expenses for the IPO offering; 

• the balance is expected to be used for working capital purposes at the Sabodala operational level: 
1. approximately C$58 million for the current expected total costs of the expansion of the mine 

processing plant from 2.0 to 4.0 million tonnes per annum. 
2. approximately C$5 million for general working capital, including mine lease and regional 

exploration. 
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7.4 If the over-allotment of 15% or C$18 million is exercised and taken up in respect of the IPO offering, 
then additional funds will be allocated to Teranga's general working capital.  

7.5 If the currently proposed minimum subscription amount of C$40 million is raised at IPO, the net 
proceeds of the IPO offering are currently expected to be used as follows: 

• approximately C$3 million for expenses for the IPO offering; 

• the balance will be used for working capital purposes at the Sabodala operational level: 
1. approximately C$35 million** to be applied to satisfy a portion of the current expected total 

funding requirement of C$58 million for expansion of the mine processing plant from 2.0 to 
4.0 million tonnes per annum. 

2. approximately C$2 million for general working capital, including mine lease and regional 
exploration. 

** The current expected balance of the capital expenditure (C$23 million) for the processing plant is 
expected in these circumstances to be funded from cash flow. The timing for such anticipated expansion 
of the mine processing plant will necessarily be dependent upon the amount and availability of such cash 
flow. 

If only the minimum subscription amount of C$40 million is raised at IPO, it is currently expected that 
no amount of the intercompany loan will be repaid on IPO completion (refer section 10.3).   

8. Information on Teranga and the Sabodala gold operation 
8.1 Assuming Resolutions 4 and 5 are approved and the spin-off and IPO of Teranga are completed, 

Teranga will acquire the Company's 90% interest in the Sabodala gold operation and have responsibility 
for the operations of the Sabodala gold operation post-IPO completion.  In addition, Teranga will 
acquire the Oromin Shares and obtain an approximate 15% shareholding in Oromin.  

The Sabodala gold operation  

8.2 Teranga’s activities will be centred in Senegal, West Africa on the Sabodala gold operation, a large scale 
operating gold mine, which poured its first gold in March 2009, as well as a regional exploration land 
package. The mine is located 650 kilometres east of the capital Dakar within the West African Birimian 
geological belt in Senegal. 

8.3 The Presidential Decree of the Government of Senegal granting the Sabodala mining concession in 
respect of the Sabodala gold operation was signed on 30 April 2007 and the Ministerial Notification 
authorising commencement of the investment and mining phases of the project development was issued 
on 2 May 2007.  The Decree provided for a 10 year mining concession and other fiscal incentives. 

8.4 Construction and development of the Sabodala mine and plant occurred throughout 2007 with full 
commissioning commencing in 2008 and concluding in early 2009. First gold was poured in March 
2009, with 62,477 ounces poured to 30 June 2009 and 172,140 ounces poured during the 2010 financial 
year. 

8.5 Exploration activities in respect of the project prior to the commencement of mining activities were 
largely focussed on proving up the Sabodala and Niakafiri deposits. Since late 2009, exploration 
activities have increased on both the mine lease and a large regional land package of more than 
1,300km2, where previous exploration had largely been limited to geological mapping and interpretation 
and geochemical sampling. A series of reconnaissance drilling programs have been undertaken in 
various permits and a new discovery, Gora, has recently been announced on one of the permits. 
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Development and operations  

8.6 Mining of the Sabodala gold mine commenced in June 2008, commissioning of the plant occurred in 
early 2009, and the mine’s first gold was poured in March 2009. 

8.7 The mine was officially opened on 3 June 2009 by the President of Senegal, His Excellency Abdoulaye 
Wade. 

8.8 The deposit is being mined over three phases by conventional open pit methods, using selective mining 
techniques to separate ore and waste.  

8.9 The Sabodala Pit has a final depth of 230 metres at the end of the third mining phase, with final 
dimensions at the pit surface of 780 metres by 940 metres. Final pit dimensions for the Niakafiri Pit at 
surface are 360 metres by 460 metres, with a final mined depth of 90 metres. 

8.10 The processing facility has a nominal capacity to process 2.0 million tonnes per annum of ore, and 
comprises a conventional carbon-in-leach (CIL) plant. The flow sheet comprises a jaw crusher, a  
semi-autogenous (SAG) ball mill circuit with a pebble crusher, and leaching tanks using cyanide  
and activated carbon. The leaching process is done by putting the ore in contact with the cyanide in 
 a solution to liberate gold from the ore before being captured by activated carbon. After elution and 
electrolysis, the gold is recovered by fusion and poured into ingots. 

8.11 The mine power is sourced from a 30MW heavy fuel oil power station. Water is drawn from two dams 
with a combined capacity of approximately 11 million cubic metres, which can also be supplemented 
from water sourced via a pipeline from the Faleme river. 

8.12 Gold produced at the mine site is shipped from site, under secure conditions, to a refiner. Pursuant to 
existing contracts, the refiner delivers the gold directly to an account held with a major bank. Once 
received, the gold is sold either into a hedge facility or in the market at spot, or a combination thereof 
(which is generally the case). The gold hedge position outstanding at 30 June 2010 comprises 246,500 
ounces of flat forward sales at US$846 per ounce. 
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Production 

8.13 Sabodala production statistics for the 2010 financial year are as follows: 

  Jun 2010 

Year End 

Jun 2010 

Quarter 

Mar 2010 

Quarter 

Dec 2009 

Quarter 

Sep 2009 

Quarter 

Ore mined (‘000t) 3,189 853 708 820 807 

Waste mined (‘000t) 11,472 2,671 2,896 3,420 2,485 

Total mined (‘000t) 14,661 3,524 3,604 4,240 3,292 

Strip ratio waste/ore 3.6 3.1 4.1 4.2 3.1 

Ore processed (‘000t) 2,235 544 592 600 499 

Head grade (g/t) 2.63 2.31 2.05 2.63 3.66 

Gold recovery (%) 91.0 90.3 90.5 90.6 92.2 

Gold produced 1 (oz) 172,140 36,874 35,214 45,792 54,260 

Gold sold (oz) 172,558 30,543 34,494 50,0782 57,443 

Average price received $/oz 916 916 924 941 890 

Gross cash costs (per ounce produced) 3 $/oz 495 541 575 532 382 

Gross cash costs (per tonne processed) 3 $/t 38 37 34 41 42 

Total cash cost (per ounce sold) 4 $/oz 412 532 444 405 323 

Total cash margin 5 $/oz 504 384 480 536 567 

Notes: 

1. Gold produced is gold poured and does not include gold-in-circuit at period end. 

2. Includes 5,665 ounces shipped before period end but not converted to cash. 

3. Gross cash operating cost excludes royalties and is calculated using ounces produced and dry tonnes processed. 

4. Total cash cost represents the gross cash cost plus royalties as well as the effects of inventory adjustments. 

5. Total cash margin is calculated using the average price received less the total cash cost (per ounce sold). 

Plant expansion 

8.14 Planning is being finalised to expand the Sabodala gold plant from a nominal capacity of 2.0 million 
tonnes per annum (Mtpa) to between 3.5 to 4.0 Mtpa. 

8.15 The proposed major equipment additions for the processing plant include a second ball mill and 
associated pumps and cyclones, three new leach tanks and agitators and an additional tailings thickener. 
A process study has also recommended the inclusion of a secondary crushing circuit to increase the 
efficiency of the SAG mill and size the milling and leaching circuits for approximately 4.0 Mtpa. It is 
currently anticipated that the plant expansion will be completed by the end of 2011. 

8.16 Additional items of mining equipment for the expanded operations, including a third hydraulic shovel, 
two primary blast hole drill rigs, five haul trucks and two dozers, are ex-works and beginning to arrive at 
site, with the expectation they will become operational in October and November 2010. This equipment, 
costing approximately $15 million, is being financed by an increase in a fleet lease facility with a major 
international bank. 

8.17 With the expansion of the operations, the mine life of Sabodala based on the current reserve base will be 
approximately seven years. 
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Exploration 

8.18 Sabodala Mining Company SARL, which will become a subsidiary of Teranga under the Demerger 
Proposal, has interests (ranging from 51% joint venture interests to 100% interests) in seven exploration 
permits that together equate to a regional land package in south eastern Senegal around Sabodala of over 
1,300km2. 

Exploration Permit 
Teranga 
Interest 

Area (km²) Anniversary date 

Sounkounkoun 51% 213 Sep 2012 

Heremakono 51% 215 Oct 2011 

Sabodala NW 51% 120 May 2012 

Bransan 70% 261 Oct 2012 

Dembala Berola (1) 100% 244 Jan 2012 

Massakounda (1) 100% 186 Jan 2012 

Makana 80% 125 Nov 2010 

Total  1,364  
(1) 2% royalty is payable. 

8.19 The area consists of a suite of a typical Birimian greenstone-sediment assemblage which is extensively 
covered with various episodes of laterisation. 

8.20 Historically, only routine early stage exploration work has been undertaken across the land package. 
Work done has included geochemical soil sampling, termite mound sampling, rock chip surveys, 
airborne magnetic and radiometric surveys, geological mapping, trenching, rotary air blast (RAB) 
drilling, and some RC and diamond drilling. 

8.21 From 2007 until late 2009, no significant drilling was undertaken on the permits as the Company 
focussed on the drill out of the Sabodala ore body and development of the mine and treatment facility. 
Exploration programs on certain permits generally ramped up during the second half of the 2010 
financial year. 

8.22 Within the various permits, many geochemical anomalies have been identified within the laterites and 
work programs are intended to evaluate if these various targets are reflective of actual mineralisation 
within the bedrock or are just transported gold in the laterites or similar. A detailed aeromagnetic survey 
has also identified many structurally controlled areas to be followed up with geochemistry and drilling. 

8.23 Gold anomalies in laterites are not considered material until they have been confirmed by drilling into 
the underlying bedrock. Accordingly, a significant proportion of the current work focuses on extensive 
RAB drilling programs and trenching to identify bedrock targets which are then be followed up by RC 
drilling where appropriate. 

8.24 Initial assaying of drill samples is undertaken at the on-site SGS facility using atomic absorption 
spectroscopy and acid leach extraction method. Waste bounded mineralized interval pulps are then sent 
to Kayes in Mali for fire assay as a cross-check. To date the results are comparable. 

8.25 A map providing an overview of the regional land holding and the current prospects follows. 
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Sabodala Regional Landholding and Prospects: 

 

Investment in Oromin 

8.26 On 27 August 2010, the Company announced that it had entered into agreements to acquire 18,699,500 
common shares (or an approximate 15% interest) in Oromin Explorations Ltd. (Oromin).   

8.27 Oromin is a TSX listed company with its principal property being an interest in a joint venture covering 
a landholding in Senegal which is contiguous with the Company's Sabodala mining concession 
(containing the Sabodala mine and processing plant) and regional exploration tenements.   
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8.28 It is proposed that, having regard to Oromin's business and property interests, it is appropriate for the 
shares in Oromin which are held by MDL Gold to be transferred to Teranga.  This transfer will be 
effected under the proposed restructure and demerger deed and will occur simultaneously with the 
transfer of the Sabodala gold operation to Teranga.  Therefore, if the spin-off of the Sabodala gold 
operation is unsuccessful such that it is retained by the Company, the Company, through MDL Gold, 
will also, in such circumstances, retain the Oromin Shares. 

Shareholding structure of Teranga 

8.29 Following the In Specie Distribution and the Teranga IPO, it is currently proposed that the shareholding 
structure (in proportional terms) be as follows, depending on whether the IPO is fully subscribed 
(assuming there is no over-allotment) or only the minimum subscription amount is raised. 

Approximate shareholding (by percentage) if the IPO is fully subscribed (assuming there is no 
over-allotment) 

Teranga Shareholder Teranga Percentage 

Shareholding 

Company's Shareholders 67% 

New IPO investors 16% 

Company 17% 

Total 100% 

 
The above table does not provide for any over-allotment allocation under the IPO.  In this regard, it is 
expected that there will be capacity to make over-allotments of up to C$18 million (or 15% of the 
maximum subscription amount) under the IPO. 

Approximate shareholding (by percentage) if the minimum subscription amount is raised at IPO 

Teranga Shareholder Teranga Percentage 

Shareholding 

Company's Shareholders 75% 

New IPO investors 6% 

Company 19% 

Total 100% 

 

Please note that the above table is indicative only and is subject to change following completion of the 
IPO.  The proportion of total Teranga Shares: 

• issued and transferred to the Company under the demerger;  

• transferred in specie to Shareholders; and  

• issued to new investors pursuant to the IPO, 

may differ from the numbers outlined in the table above.  The dilutionary effect of the spin-off and IPO 
of Teranga on Shareholders and the Company may be more or less than the indication provided in the 
table above, depending on the amount raised at IPO and the IPO offer price for Teranga Shares. 
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Alternative proposals for the Sabodala gold operation 

8.30 The Company has, from time to time, provided certain information to third parties regarding the 
Sabodala gold operation to enable those third parties to conduct due diligence, however, there is no 
current offer or proposal of any kind in respect of the acquisition of the Sabodala gold operation that is 
before the Directors.     

8.31 It is possible that prior to the implementation of the Demerger Proposal, the Company may receive an 
offer to acquire the assets of or shares in the subsidiaries of the Company which conduct the Sabodala 
gold operation.  If the Directors receive such a proposal from a third party that they consider would, if 
completed, be likely to result in a transaction more favourable to Shareholders as a whole than the 
Demerger Proposal, the Directors may decide to pursue that alternative proposal.  The Directors advise 
that they have received no such proposal at this time.  However, due to the possibility of an alternative 
proposal, the Directors have retained the discretion to notify the market that it does not intend to pursue 
the approval for, or implementation of, the Capital Reduction.  Such notification must occur either 
before the announcement of the Record Date or, if the Record Date has been announced, at least five 
Trading Days prior to the Record Date. 

Teranga Proposed Board of Directors and Key Executives 

Alan Hill 

8.32 Mr Alan Hill is a director or proposed director of Teranga and the proposed Chairman and Chief 
Executive Officer of Teranga.  

8.33 Mr Hill has been a director of Gold Fields Ltd since 2009.  Mr. Hill served as President and CEO of 
Gabriel Resources, having held the position from May 2005 to March 2009.  At Gabriel Resources, 
Mr Hill lead a team that redesigned the Rosia Montana project, the largest gold project in Europe, to be 
fully compliant with strict new standards set by the European Union and permit the project.  Prior to 
leading Gabriel Resources, Mr. Hill served as Non-Executive Chairman of Alamos Gold from 2004 
through 2007, a gold company constructing its first mine in Mexico.  Prior to that, Mr. Hill spent 
20 years at Barrick Gold Corporation, where as Executive Vice President, Development he oversaw 
project evaluations, acquisitions and development of many of Barrick’s major mines in North America, 
South America, Africa and Australia.  Mr. Hill holds undergraduate and graduate degrees in mining 
engineering and rock mechanics from Leeds University in the United Kingdom. 

8.34 The Company has engaged Alan Hill to provide services to the Company in respect of the proposed 
IPO of Teranga and to assist the Company in undertaking and achieving the IPO of Teranga until 
31 March 2011 (unless the engagement is terminated earlier). 

8.35 If the IPO of Teranga is completed during the term of this engagement, then Alan Hill will be entitled to 
a fee, which will be payable by Teranga, within 30 days of IPO completion. The fee payable to Alan Hill 
will accrue at the rate of C$1,369.86 per day from 9 August 2010 to the date of IPO completion.  This 
reflects an annual amount of C$500,000 on a pro-rata basis. 

8.36 If, during the term of Alan Hill's engagement by the Company referred to in section 8.34, there is a 
change in control in respect of the Company or a Senegal gold operation subsidiary of the Company on 
the terms of his engagement (other than as contemplated by the Demerger Proposal), the Company will 
be required to pay a break fee of C$1,000,000 to Alan Hill.  Only one (if any) of the fee referred to in 
section 8.35 and the break fee will be payable to Alan Hill.  

Richard Young 

8.37 Mr Richard Young is a director of Teranga and the proposed President and Chief Financial Officer of 
Teranga.   

8.38 Mr Young has extensive financial, mine development and capital markets experience.  He was with 
Barrick Gold Corporation for 13 years where he served as the Vice President of Investor Relations and 
Manager, Corporate Development.  He was then with Gabriel Resources Ltd from May 2005 until 
March 2010 in the position of Chief Financial Officer.  
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8.39 The Company has engaged Richard Young to provide services to the Company in respect of the 
proposed IPO of Teranga and to assist the Company in undertaking and achieving the IPO of Teranga 
until 31 March 2011 (unless the engagement is terminated earlier). 

8.40 If the IPO of Teranga occurs during the term of this engagement, then Richard Young will be entitled to 
a fee, which will be payable by Teranga, within 30 days of IPO completion. The fee payable to Richard 
Young will accrue at the rate of C$1,095.90 per day from 9 August 2010 to the date of IPO completion.  
This reflects an annual amount of C$400,000 on a pro-rata basis. 

8.41 If, during the term of Richard Young's engagement by the Company referred to in section 8.39, there is a 
change in control in respect of the Company or a Senegal gold operation subsidiary of the Company on 
the terms of his engagement (other than as contemplated by the Demerger Proposal), the Company will 
be required to pay a break fee of C$800,000 to Richard Young.  Only one (if any) of the fee referred to 
in section 8.40 and the break fee will be payable to Richard Young.  

Oliver Lennox-King 

8.42 Mr Oliver Lennox-King is a non-executive director or proposed non-executive director of Teranga.   

8.43 Mr Lennox-King has over 30 years of experience in the mineral resource industry and has a wide range 
of experience in financing, research and marketing.  He was instrumental in the formation of Southern 
Cross Resources Inc in 1997.  Mr Lennox-King was formerly President of Toimin Resources Inc from 
1992 to 1997.  From 1980 to 1992, he was a mining analyst in the Canadian investment industry.  From 
1972 to 1980, he worked in metal marketing and administrative positions at Noranda Inc and Sherritt 
Gordon Limited.   

8.44 Mr Lennox-King is also a non-executive Director of the Company, and has been since 29 November 2007.  
Mr Lennox-King intends to retire from his position as a Director of the Company at the Special and 
Annual General Meeting. 

Other Teranga directors 

8.45 Teranga proposes to appoint other directors prior to its IPO as it determines appropriate.  The Company 
will keep the market advised of any new director appointments made by Teranga. 

Proposed Incentive Stock Option Plan 

8.46 The Company understands that the board of directors of Teranga intends to adopt an Incentive Stock 
Option Plan prior to the completion of the IPO of Teranga.  The board of directors of Teranga envisages 
that Teranga Options may be granted to the directors, officers, employees and consultants of Teranga 
and its subsidiaries, with the aggregate number of Teranga Options to be granted under the Incentive 
Stock Option Plan to be no more than 10% of the Teranga Shares on issue at any time.  It is expected 
that all directors and senior executives of Teranga will participate in this Incentive Stock Option Plan on 
terms to be agreed. 

8.47 Teranga sees the Incentive Stock Option Plan as an integral component of its future remuneration 
strategy for its executives and directors.  The purpose of the Plan is to endeavour to align the interests of 
the executives of Teranga, in particular, with those of the shareholders of Teranga.    

Rights and liabilities attaching to Teranga Shares 

8.48 The Teranga Shares to be transferred to Shareholders on the In Specie Distribution will, when issued, be 
fully paid and non-assessable and rank equally in all respects with all other Teranga Shares.  The rights 
attaching to Teranga Shares, including the Teranga Shares to be transferred to Shareholders on the In 
Specie Distribution, are set out in the Teranga Articles and, in certain circumstances, regulated by the 
Canada Business Corporations Act, the rules of any securities exchange upon which the Teranga Shares 
may be listed and Canadian common law. 

The following is a summary of the principal rights attaching to those Teranga Shares, subject to the 
requirements of any securities exchange upon which the Teranga Shares may be listed. 
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Voting 

8.49 Every holder of Teranga Shares present in person or by proxy at a meeting of Teranga shareholders has 
one vote per Teranga Share on any matter to be voted on by Teranga shareholders at a meeting of 
Teranga shareholders. 

Dividends 

8.50 Holders of Teranga Shares are entitled to receive such dividends, if, as and when declared by the board 
of directors of Teranga.  Dividends declared will be payable on the Teranga Shares in equal amounts per 
share on all Teranga Shares at the time outstanding.  

Transfer of Teranga Shares 

8.51 A holder of Teranga Shares may transfer Teranga Shares by a market transfer in accordance with any 
system established or recognised by a securities exchange upon which the Teranga Shares are listed for 
the purpose of facilitating transfers in Teranga Shares or by an instrument in writing in a form approved 
by such securities exchange or otherwise in accordance with applicable securities laws. 

8.52 The directors of Teranga may refuse to register any transfer of Teranga Shares, where such transfer is 
not permitted by the listing rules of any securities exchange upon which the Teranga Shares are listed. 

Meetings and notice 

8.53 Each holder of Teranga Shares is entitled to receive notice of and to attend all meetings of Teranga 
shareholders and to receive all notices, accounts and other documents required to be sent to Teranga 
shareholders under the Teranga Articles, the Canada Business Corporations Act, or the listing rules of 
any securities exchange upon which the Teranga Shares are listed.  

Liquidation rights 

8.54 Once all the liabilities of Teranga are satisfied, a liquidator may, with the authority of Teranga 
shareholders, divide among the Teranga shareholders at the time the whole or any part of the remaining 
assets of Teranga.   

Issue of further Teranga Shares 

8.55 The directors of Teranga may allot, issue or grant options in respect of, further Teranga Shares on such 
terms and conditions as they see fit.  However, the directors of Teranga must act in accordance with the 
Canada Business Corporations Act, the rules of any securities exchange upon which the Teranga Shares 
are listed and applicable securities laws. 

Share buy backs 

8.56 Subject to the provisions of the Canada Business Corporations Act, the rules of any securities exchange 
upon which the Teranga Shares are listed and applicable securities laws, Teranga may buy back Teranga 
Shares on the terms and at times to be determined by the directors of Teranga. 

Variation of class rights 

8.57 The rights attaching to any class of shares of Teranga may be varied or modified by a special resolution 
passed by holders of at least 66 2/3% of such class of shares at a meeting of Teranga shareholders called 
for such purpose. 

Alteration of Teranga Articles 

8.58 The Teranga Articles can only be amended by a special resolution passed by holders of at least 66 2/3% 
of Teranga Shares at a meeting of Teranga shareholders called for such purpose.   

Listing rules of a securities exchange on which Teranga Shares are listed 

8.59 If and while Teranga is admitted to a recognised securities exchange, if the listing rules of such 
securities exchange prohibit an act being done, the act must not be done despite anything in the Teranga 
Articles.  Nothing in the Teranga Articles prevents an act being done that the listing rules of such 
securities exchange require to be done. 
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9. Risk factors 
Teranga 

9.1 Introduction 

If the Demerger Proposal proceeds, there are a number of risk factors which may affect the future 
operating and financial performance of Teranga and the future investment performance of Teranga 
Shares.  This section 9 summarises the risks to which Teranga will be exposed as a participant in the 
gold industry (ie. risks to which the Company has been exposed to as  a participant in the gold industry), 
together with the further risks to which Teranga will be exposed on completion of the Demerger 
Proposal.  Teranga Shareholders are also subject to the general risks associated with investing in listed 
securities.  

Many of the risks identified in this section 9 are outside the control of Teranga.  In deciding whether or 
not to approve the Demerger Proposal and receive your investment in Teranga, by way of the In Specie 
Distribution of Teranga Shares, you should carefully consider the risks set out in this section 9 together 
with the other information set out in this Explanatory Memorandum. 

Additional risks and uncertainties not currently known to Teranga may also have a material adverse 
effect on the business of Teranga. The following risk factors, and other risks not specifically referred to 
below, may in the future materially affect the financial performance of Teranga and the value of its 
shares.  The information set out below does not purport to be, nor should it be construed as representing, 
an exhaustive list of the risks affecting Teranga and an investment in Teranga Shares. 

9.2 Fluctuations in prices for gold 

The prices for minerals fluctuates widely and will be affected by numerous factors beyond the control of 
Teranga, including but not limited to the demand for precious metals and minerals, worldwide inflation 
and deflation, interest and currency exchange rates, price and availability of substitutes, actions taken by 
governments and global economic and political developments. 

Future production from Teranga’s mining properties is dependent upon the price for gold being 
adequate to make these properties economic.  Future serious price declines in the market value of gold 
could cause continued development of, and eventually commercial production from Teranga’s 
properties to be rendered uneconomic thereby forcing Teranga to discontinue production or 
development or to lose its interest in, or to sell, some of its properties.  There is no assurance that, even 
as commercial quantities of gold are produced, a profitable market will exist for it. 

Declining commodity prices can impact operations by requiring a reassessment of the feasibility of a 
particular project. Such a reassessment may be the result of a management decision or may be required 
under financing arrangements related to a particular project. Even if a project is ultimately determined 
to be economically viable, the need to conduct such a reassessment may cause substantial delays or may 
interrupt operations until the reassessment can be completed. 

9.3 Financing risks 

Mining operations, exploration and development involve significant financial risk and capital 
investment. The operations and expansion plans for Teranga may also result in increases in capital 
expenditures and commitments.  Teranga may require additional funding to develop its mining projects 
and expand its business and may require additional capital in the future.  No assurance can be given that 
such capital will be available at all or available on terms acceptable to Teranga. Teranga may be 
required to seek funding from third parties if internally generated cash resources and available credit 
facilities are insufficient to finance these activities.  In the event that Teranga is unable to obtain 
adequate financing on acceptable terms, or at all, to satisfy its operating, development and expansion 
plans, its business and results of operations may be materially and adversely affected.   



 

 page 44 
 

The success and the pricing of any such capital raising and/or debt financing will be dependent upon the 
prevailing market conditions at that time, the availability of funds from lenders and other factors 
relating to the Sabodala mine. If additional capital is raised by an issue of securities, this may have the 
effect of diluting Shareholders’ interests in Teranga. Any debt financing, if available, may involve 
financial or other covenants which may limit Teranga’s operations. The principal amounts under any 
debt financing arrangements entered into by Teranga may become immediately due and payable if 
Teranga fails to meet certain restrictive covenants. If Teranga cannot obtain such additional capital, its 
business, operating results and financial condition may be adversely affected. 

There can be no assurance that funding will be available to Teranga or available on terms that do not 
adversely affect the projected economic returns. If funding is obtained through the issue of additional 
equity, Shareholders’ interest in Teranga may be diluted. 

9.4 Reliability of resource and reserve estimates  

Estimates of mineral reserves and mineral resources in respect of the Sabodala gold operation are 
estimates based on a number of assumptions, any adverse changes in which could require Teranga to 
lower its mineral resource and mineral reserve estimates.  There is no certainty that any of the mineral 
resources or mineral reserves estimates in respect of the Sabodala gold operation will be realised or that 
the anticipated tonnages and grades will be achieved, that the indicated level of recovery will be realised 
or that reserves can be mined or processed profitably. Until a deposit is actually mined and processed, 
the quantity and grades of mineral resources and mineral reserves must be considered as estimates only. 
Valid estimates made at a given time may significantly change when new information becomes 
available. In addition, the quantity and/or economic viability of mineral resources or mineral reserves 
may vary depending on, among other things, metal prices, grades, production costs, stripping ratios, 
recovery rates, permit regulations and requirements, environmental factors, unforeseen technical 
difficulties, unusual or unexpected geological formations and work interruptions.  Any material change 
in the quantity of mineral resources or mineral reserves, grade or stripping ratio may affect the 
economic viability of Teranga’s properties or any project undertaken by Teranga.  In addition, there can 
be no assurance that mineral or other metal recoveries in small scale laboratory tests will be duplicated 
in a larger scale test under on-site conditions or during production and the volume and grade of reserves 
mined and processed and recovery rates may not be the same as currently anticipated.  There can also be 
no assurance that any discoveries of new reserves will be made. 

Fluctuations in the prices of gold and other minerals and base metals, results of drilling, metallurgical 
testing and production and the evaluation of studies, reports and plans subsequent to the date of any 
estimate may require revision of such estimate. Any material reductions in estimates of mineral 
resources or mineral reserves could have a material adverse effect on Teranga’s results of operations 
and financial condition. 

9.5 Exploration, development and mining risks 

Teranga’s business operations are subject to risks and hazards inherent in the mining industry.  
The exploration for and the development of mineral deposits involves significant risks, including 
environmental hazards, industrial accidents, equipment failure, import/customs delays, shortage or 
delays in installing and commissioning plant and equipment, metallurgical and other processing 
problems, seismic activity, unusual or unexpected rock formations, wall failure, cave-ins or slides, burst 
dam banks, flooding, fires, interruption to or the increase in costs of services (such as power, water, fuel 
(particularly for Heavy Fuel Oil) or transport) and interruption due to inclement or hazardous weather 
conditions.  These risks could result in damage to, or destruction of, mineral properties, production and 
power facilities or other properties (eg. dams), personal injury or death, environmental damage, 
pollution, delays in mining, increased production costs, monetary losses and possible legal liability. 

Whether income will result from projects undergoing exploration and development programs depends 
on the successful establishment of mining operations.  Factors including government regulations (such 
as those governing prices, taxes, royalties, land tenure, land use and environmental protection), costs, 
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actual mineralisation, size and grade of mineral deposits, consistency and reliability of ore grades and 
commodity prices affect successful project development. In addition, few properties that are explored 
are ultimately developed into producing mines. 

Mineral properties in remote locations may have limited access during seasonal weather patterns which 
in turn can severely limit mining operations.  Successful mining operations will be dependent on the 
availability of processing and refining facilities and secure transportation infrastructure at economic 
tariff rates over which Teranga may have limited or no control. 

Teranga will be involved in joint ventures in which the ongoing operations and certain fundamental 
decisions require approval of the joint venture partners. The voting decisions of such partners will be 
outside the control of Teranga and may have a materially adverse impact on Teranga’s business 
operations or financial position. 

9.6 Insurance and uninsured risks 

The business of Teranga will be subject to a number of risks and hazards generally, including adverse 
environmental conditions and pollution, industrial accidents, labour disputes, unusual or unexpected 
geological conditions, ground or slope failures, cave-ins, changes in the regulatory environment and 
natural phenomena such as inclement weather conditions, floods, earthquakes and dust storms, in 
particular. Such occurrences could result in damage to mineral properties or production facilities, 
personal injury or death, environmental damage to properties of Teranga or others, delays in mining, 
monetary losses and possible legal liability. 

Although Teranga will maintain insurance to protect against certain risks in such amounts as it considers 
to be reasonable, its insurance will not cover all the potential risks associated with its operations and 
insurance coverage may not continue to be available or may not be adequate or considered too costly, 
to cover any resulting liability.  It is not always possible to obtain insurance against all such risks and 
Teranga may decide not to insure against certain risks because of high premiums or other reasons.  
Moreover, insurance against risks such as environmental pollution or other hazards as a result of 
exploration and production is not generally available to Teranga or to other companies in the mining 
industry on acceptable terms.  Losses from these events may cause Teranga to incur significant costs 
that could have a material adverse effect upon its financial performance, results of operations and 
otherwise affect its insurability and reputation in the market. 

Teranga may from time to time hold its interests as part of a joint venture and, the joint venture may 
make decisions which do not necessarily suit the particular interests of Teranga. 

To the extent that Teranga incurs losses not covered by its insurance policies, the funds available for 
sustaining the current operational activities and for the development of further operations will be 
reduced. 

9.7 Environmental Risks and Regulations 

All phases of Teranga’s operations will be subject to environmental regulation in the jurisdictions in 
which it will operate.  These regulations mandate, among other things, the maintenance of air and water 
quality standards, land reclamation and land rehabilitation.  They also set limitations on the generation, 
transportation, storage and disposal of solid and hazardous waste.  Environmental legislation is evolving 
in a manner which may require stricter standards and enforcement.  There is no assurance that any 
future changes will not adversely affect Teranga’s operations. 

Government approvals and permits are currently and may in the future be required in connection with 
the operations of Teranga.  To the extent such approvals are required and not obtained Teranga may be 
curtailed or prohibited from continuing its mining operations or from proceeding with planned 
exploration or development of mineral properties. 

Failure to comply with applicable laws, regulations and permitting requirements may result in 
enforcement actions thereunder, including orders issued by regulatory or judicial authorities causing 
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operations to cease or be curtailed, and may include corrective measures requiring capital expenditures, 
installation of additional equipment or remedial actions.  Parties engaged in mining operations or in the 
exploration or development of mineral properties may be required to compensate those suffering loss or 
damage by reason of the mining activities and may have civil or criminal fines or penalties imposed for 
violations of applicable laws or regulations. 

Amendments to current laws, regulations and permits governing operations and activities of mining and 
exploration companies, or more stringent implementation thereof, could have a material adverse impact 
on Teranga and cause increases in exploration expenses, capital expenditures or production costs, or 
reduction in levels of production at producing properties, or require abandonment or delays in 
development of new mining properties. 

Environmental hazards may exist on Teranga properties which are currently unknown to the Company 
and which could have been caused by previous owners or operators of the properties.  It is possible that 
Teranga would be required to remedy such hazards or that such hazards may affect Teranga’s operations 
in the future. 

9.8 Political and foreign operations risks 

The operations of Teranga are currently conducted in west Africa and, as such, are exposed to various 
levels of political, economic and other natural and man-made risks and uncertainties, over which 
Teranga will have no or limited control.  These risks and uncertainties include, but are not limited to, 
economic, social or political instability; terrorism; hostage taking; military repression; labour unrest; the 
risks of war or other forms of civil unrest; expropriation and nationalisation; illegal mining; 
renegotiation, nullification or adoption of new laws or regulations concerning existing concessions, 
licences, permits and/or contracts; extreme fluctuations in currency exchange rates; high rates of 
inflation; changes in taxation policies; restrictions on foreign exchange and repatriation; validity of 
export rights and payment of duties; changing political conditions, currency controls, customs 
regulations policies; changes or adoption of new laws affecting foreign ownership, government 
participation or control or working conditions; and governmental regulations that favour or require the 
awarding of contracts to local contractors or require foreign contractors to employ citizens of, or 
purchase supplies from, a particular jurisdiction. 

Changes, if any, in mining or investment policies or shifts in political attitudes in any jurisdiction in which 
Teranga operates may adversely affect its operations or profitability and viability. Operations may be 
affected in varying degrees by government regulations with respect to, but not limited to, restrictions on 
prospecting, development, production, price controls, export controls, currency remittance, income taxes, 
royalties, expropriation of property, foreign investment, maintenance of claims, environmental legislation, 
land use, forestry, land claims of local people, water use and mine safety. 

Failure to comply strictly with applicable laws, regulations and local practices relating to mineral rights 
applications and tenure, could result in loss, reduction or expropriation of entitlements, or the imposition 
of additional local or foreign parties as joint venture partners with carried or other interests. 

The occurrence of these various factors and uncertainties cannot be accurately predicted and could have 
an adverse effect on the operations or profitability of Teranga. 

9.9 Currency 

Teranga has elected that it will report all its financial information in United States dollars.  Its revenue 
will be in United States dollars while most of its expenditure is in the local currency of Senegal as well 
as United States dollars.  Teranga is subject to foreign currency fluctuations with respect to income and 
expenditure and hedging activities which may materially affect its financial position and operating 
results.  Foreign currencies are affected by a number of factors that are beyond the control of Teranga.  
These factors include economic conditions in the relevant country and elsewhere and the outlook for 
interest rates, inflation and other economic factors.  Initially, Teranga will not hedge against fluctuations 
in exchange rates, however, it may do so at a later date. 
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9.10 Derivative instrument risk 

Teranga will have hedging arrangements in place by way of gold forward contracts and oil swaps to 
manage risks associated with the prices for gold and energy.  The use of such instruments involves 
certain inherent risks including credit risk, market liquidity risk and unrealised mark-to-market risk. 

Initially, Teranga will not have any other hedging agreements in place but may enter into additional 
contracts from time to time.  While hedging activities may protect Teranga in certain circumstances, 
they may also cause it to be unable to take advantage of fluctuating market prices, and no assurances are 
given as to the effectiveness of Teranga’s current or future hedging policies. 

Sabodala Gold Operations SA currently has significant gold hedging in place at prices significantly 
below the current market price and this may result, depending on the future price of gold, in significant 
changes to the projected financial returns of Teranga. 

9.11 Liquidity of shares and stock exchange prices  

There can be no guarantee that an active market in the Shares will develop or that the price of the 
Teranga Shares will increase. Following a listing, there may be relatively few potential buyers or sellers 
of the Teranga Shares at any time. This may increase the volatility of the market price of the Teranga 
Shares. It may also affect the prevailing market price at which Teranga's shareholders may be able to 
sell their Teranga Shares. 

Further, the above paragraph assumes that Teranga Shares will be listed on a recognised stock 
exchange.  It should be noted that there is a risk that following the In Specie Distribution of Teranga 
Shares to Shareholders, the Teranga IPO may be delayed or not proceed, resulting in Shareholders 
holding Teranga Shares which are not listed on any recognised securities exchange for a considerable 
period of time or at all.  Whilst the Directors consider this risk to be low, it is nevertheless possible and 
a considerable risk for Shareholders if it is realised.   

If the listing of Teranga is delayed or does not occur, Shareholders will have an illiquid investment in a 
significant asset (ie. unlisted Teranga Shares) and it may be difficult for Shareholders to transfer or 
otherwise deal in that investment or realise full value for that investment whilst the Teranga Shares 
remain unlisted. There can be no assurance that an active market for Teranga’s securities will be 
achieved or sustained.  Holders of Teranga’s securities may be unable to sell their investments on 
satisfactory terms or prices. 

Ongoing global economic conditions have adversely affected equity values and caused substantial price 
volatility for publicly traded securities, including those of the Company.  Other factors unrelated to the 
performance of Teranga that may have an effect on the price and liquidity of Teranga’s securities 
include: extent of analytical coverage; lessening in trading volume and general market interest in 
Teranga's securities; the size of Teranga’s IPO; and any event resulting in a de-listing of securities. 

As a result of any risk factor discussed herein, the market price of Teranga’s securities at any given 
point in time may not accurately reflect its long-term value.  Furthermore, responding to these risk 
factors could result in substantial costs and divert management’s attention and resources.  Substantial 
and potentially permanent declines in the value of Teranga’s securities may result. 

9.12 Title to properties 

Teranga’s activities will be dependent upon the maintenance of appropriate licences, concessions, 
leases, permits and regulatory consents which may be withdrawn or made subject to limitations. There 
is no assurance that any applications will be approved or that renewals will be given as a matter of 
course and there is no assurance that new conditions will not be imposed in connection therewith. 

There can be no assurances that the interest in Teranga’s properties will be free from defects or that the 
material contracts between Teranga and (the entities owned or controlled by) the relevant governments 
will not unilaterally be altered or revoked.  There can be no assurances that Teranga’s rights and title 
interests will not be challenged or impugned by third parties. 
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9.13 Dependence on Sabodala gold operation 

While Teranga may invest in additional mining and exploration projects in the future, the Sabodala gold 
operation is likely to be Teranga’s only producing mining project for the foreseeable future, thereby 
providing substantially all of Teranga’s operating revenue and cash flows.  Consequently, a delay or 
difficulty encountered in the operations of the Sabodala gold project could materially and adversely 
affect Teranga’s financial condition and financial sustainability.  Any adverse changes or developments 
affecting these projects, such as, but not limited to, the Company’s inability to successfully complete 
any of the projects, work programs or expansions, obtain financing on commercially suitable terms, hire 
suitable personnel and mining contractors, or secure an off-take agreement on commercially suitable 
terms, may have a material adverse effect on the Company’s financial performance and results of 
operations. 

In addition, Teranga's business and results of operations could be materially and adversely affected by 
any events which cause the Sabodala mine to operate at less than optimal capacity, including among 
other things, equipment failure or shortages, adverse weather, serious environmental and safety issues, 
any permitting or licensing issues and any failure of the mine to produce expected amounts of gold. 

9.14 Competition 

Teranga will compete with other companies, some of which have greater financial and other resources 
and, as a result, may be in a better position to compete for future business opportunities.  Competition 
primarily relates to the acquisition of mineral claims, leases and other mineral interests as well as for the 
recruitment and retention of qualified employees and other personnel.  There can be no assurance that 
Teranga will be able to compete effectively with these companies which may affect future success. 

9.15 Dependence on key personnel 

Teranga is reliant on key personnel employed or engaged by it.  Loss of such personnel may have a 
material adverse impact on the performance of the Company.  In addition, the recruiting of suitably 
qualified personnel is critical to its success.  As its business grows, Teranga will require additional key 
financial, administrative, mining, marketing and public relations personnel as well as additional staff for 
operations.  While the Company believes that it will be successful in attracting and retaining qualified 
personnel, there can be no assurance of such success. 

9.16 Operating Profit/Loss and Dividends 

No assurance is given that losses will not be incurred in the future or that Teranga will be profitable.  
Teranga has not paid any dividends nor declared any dividend on its shares to date.  Payment of any 
future dividends will be at the discretion of Teranga’s board of directors after taking into account many 
factors, including Teranga’s earnings, operating results, financial condition, anticipated future cash 
needs and any restrictions in financing arrangements. 

9.17 Repatriation of earnings 

There is no assurance that Senegal or any other foreign country in which Teranga may operate in the 
future will not impose restrictions on the repatriation of earnings to foreign entities. 

9.18 Closure costs 

The key risks for mine closure include long-term management of permanent engineered structures; 
achievement of environmental closure standards; orderly retrenchment of employees and contractors; 
and relinquishment of the site with associate permanent structures and community development 
infrastructure and programs to new owners.  The successful completion of these tasks is dependent on 
the ability to successfully implement negotiated agreements with the relevant government, community 
and employees.  The consequences of a difficult closure range from increased closure costs and 
handover delays to ongoing environmental impacts and corporate reputation damage if desired 
outcomes cannot be achieved, which could materially and adversely affect Teranga’s business and 
results of operations. 
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9.19 Government regulation 

The mining, processing, development and mineral exploration activities of Teranga will be subject to 
various laws governing prospecting, development, production, taxes, labour standards and occupational 
health, mine safety, toxic substances, land use, water use, forestry, land claims of local people, and other 
matters.  No assurance can be given that new rules and regulations will not be enacted or that existing 
rules and regulations will not be applied in a manner which could limit or curtail production or 
development.  Amendments to current laws and regulations governing operations and activities of mining 
and milling or more stringent implementation thereof could have a substantial adverse impact on Teranga. 

9.20 Strategic acquisitions, investments and/or divestiture  

Teranga may consider making strategic acquisitions, divestitures or investments as a means of pursuing 
its corporate strategy.  It is possible that Teranga may not identify suitable opportunities, or if it does 
identify suitable opportunities, that it may not complete those transactions on terms commercially 
acceptable to Teranga or at all.  The inability to identify suitable acquisition targets or divestiture 
opportunities or investments or the inability to complete such transactions could materially and 
adversely affect Teranga's competitiveness and growth prospects.  In the event Teranga successfully 
completes an acquisition or investment, it could fact difficulties managing the investment or integrating 
the acquisition into its operations.  There can be no assurance that Teranga will be able to achieve the 
strategic purpose of such an acquisition or investment.  In the event Teranga successfully completes a 
divestiture, there can be no assurance that Teranga will obtain favourable consideration for such 
divestiture.  These difficulties could disrupt Teranga's ongoing business, distract its management and 
employees, and increase its expenses, any of which could materially and adversely affect Teranga's 
business and results of operations.  

9.21 Dilution of Shareholders’ interests 

Shareholders' collective interests in the Sabodala gold operation will be diluted as a consequence of the 
proposed issue of new Teranga Shares pursuant to the Demerger Proposal and the IPO of Teranga.  The 
amount of such dilution will depend on the amount raised under the IPO and the price at which such new 
equity capital is raised.  The lower the price at which new Teranga Shares are issued under the IPO, the 
greater the likely extent of Shareholders' dilution.  There is a risk that circumstances may arise which, 
whilst not impacting the success of the IPO completing, may affect the offer price of Teranga Shares under 
the IPO.  This may impact on the proportion of Teranga Shares held by Shareholders and the Company. 

There is also a risk that Teranga may need to raise further equity capital sooner than expected.  the 
raising of any further equity capital in Teranga may result in further dilution of Shareholders' interests in 
the Sabodala gold operation and Teranga Shares. 

9.22 Spin-off risks 

There is no guarantee that the Company's Shares, or Teranga Shares, will increase in value following 
the spin-off of the Sabodala gold operation and the Teranga IPO.  It is possible that the collective value 
of Shareholders' interests in the Company's Shares and Teranga Shares will decrease after the IPO of 
Teranga. 

9.23 Employment and labour relations 

Teranga and its employees may be affected by changes in labour laws and regulations which may be 
introduced by Governments in whose jurisdictions Teranga will operate. Changes in legislation may 
adversely affect Teranga’s business operations. 

Teranga may experience difficulties in employing and retaining suitably qualified personnel, 
particularly given the remote location of its current operations. 

Malaria and other infectious diseases represent a serious threat and an ongoing healthcare challenge to 
maintaining a skilled workforce in West Africa. Pandemics may also impact on Teranga’s operations 
and the ability to maintain a skilled workforce in sufficient numbers. 
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9.24 Litigation and legal risk 

Litigation risks include, but are not limited to, tenure disputes, environmental claims, industrial disputes 
and legal action from special interest groups.  If Teranga becomes involved in material protracted 
litigation, this could adversely affect Teranga’s expenditures as against budget and there is a further risk 
that liability could be imposed in respect of any such litigation. 

The Company 

9.25 Whether or not the Demerger Proposal proceeds, there are a number of risk factors which may affect the 
future operating and financial performance of the Company and the future investment performance of 
Teranga Shares.  The preceding paragraphs of this section 9 above summarises the risks to which 
Teranga will be exposed on completion of the Demerger Proposal.  Many of these risks are also relevant 
to Shareholders in respect of their investment in the Company. 

9.26 Additional risks and uncertainties not currently known to the Company may also have a material adverse 
effect on the business of the Company whether or not the demerger occurs. 

9.27 If the demerger of the Sabodala gold operation occurs, the Company’s activities will be focused 
primarily on developing the Grande Côte mineral sands project and it will not have any operating 
revenue or operating cash flows.  Currently, the Grande Côte mineral sands project is not expected to 
produce first sales products until approximately June 2013.  Consequently, a delay or difficulty 
encountered in the development, construction or operations of the Grande Côte mineral sands project 
could materially and adversely affect the Company’s financial condition and financial sustainability.  
Any adverse changes or developments affecting this project, such as, but not limited to, the Company’s 
inability to obtain financing on commercially suitable terms, to successfully complete the project, work 
programs, hire suitable personnel and mining contractors, or secure off-take agreements on 
commercially suitable terms, may have a material adverse effect on the Company’s financial 
performance and results of operations.  

10. Restructure documentation 
The disposal of the Sabodala gold operation and the Oromin Shares to Teranga in consideration for the 
issue of new Teranga Shares will be effected under a restructure and demerger deed.  The parties to this 
restructure and demerger deed will be the Company, MDL Gold and Teranga.   

The restructure and demerger deed will also address the separation of the on-going corporate and other 
arrangements between MDL and Teranga. 

The terms of this document have not been finalised so the following summary is of the expected key 
commercial terms of the restructure and demerger deed. 

10.1 Transitional and shared services 

As at the date of this Explanatory Memorandum, there are a number of services the use of which is 
shared between entities within the MDL group, including entities involved in the Sabodala gold 
operation and the Grande Côte mineral sands project.  These services include information technology 
services, payroll services, technical services, accounting services, office services and insurances.  It is 
proposed that these kinds of services will continue to be provided or procured, on a shared or 
transitional basis, for a period following completion of the IPO, on reasonable commercial terms to be 
agreed.  

10.2 Allocation of assets and liabilities 

The parties intend that the restructure and demerger deed will contain provisions which will aim to 
ensure as far as practicable that the benefits of, rights to and interests in certain assets and the costs and 
obligations relating to certain liabilities: 
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(a) not owned by or imposed on Sabodala Gold (Mauritius) Limited and/or SGML (Capital) Limited 
(or any subsidiary) but wholly or predominantly used in or relating to the future conduct of the 
Sabodala gold operation are transferred to or assumed by Sabodala Gold (Mauritius) Limited 
and/or SGML (Capital) Limited (or any subsidiary); and 

(b) owned by or imposed on Sabodala Gold (Mauritius) Limited and/or SGML (Capital) Limited (or 
any subsidiary) but not wholly or predominantly used in or relating to the future conduct of the 
Sabodala gold operation are not transferred to or assumed by Teranga and are retained by the 
Company, MDL Gold (or any other subsidiary of the Company). 

It is intended that Teranga indemnify MDL for any tax liability in connection with the Demerger 
Proposal, the Capital Reduction, the In Specie Distribution and the IPO. 

10.3 Intercompany loan repayment 

An intercompany loan of C$50 million will, following the demerger, be payable to MDL Gold by 
Sabodala Gold (Mauritius) Limited from the proceeds of the IPO and to the extent unpaid from the IPO 
proceeds, payable under the terms of a loan agreement to be entered into between Sabodala Gold 
(Mauritius) Limited and MDL Gold.  In respect of the repayment of this loan amount, it is currently 
proposed that repayments to MDL Gold, on completion of the IPO, will be made in accordance with the 
following table:  

Amount of capital raised by Teranga at IPO (before 
deducting costs associated with the IPO)  

Repayment amount on completion 
of Teranga IPO

C$40 million or less Nil

More than C$40 million – but not more than C$50 million C$10 million

More than C$50 million – but not more than C$60 million C$18 million

More than C$60 million – but not more than C$70 million C$26 million

More than C$70 million – but not more than C$80 million C$34 million

More than C$80 million – but not more than C$90 million C$42 million

More than C$90 million C$50 million
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To the extent that there remains an outstanding amount of loan principal payable following completion 
of the IPO, it is proposed that the loan agreement will govern the terms of repayment of the outstanding 
principal.  In this regard, it is currently proposed that the key commercial terms will include the 
following: 

Term of the loan: 12 months from the date of completion of the Teranga IPO 

Interest rate: Interest free until 1 January 2011, then 7% per annum for the 
remainder of the term 

It is intended that the loan be secured by a guarantee of Teranga and a share pledge of the Oromin 
Shares. 

11. Directors' interests 
As at the date of this Explanatory Memorandum, the Directors of the Company and the directors (and 
proposed directors) of Teranga held the following interests in the Company: 

Number of Shares in the Company as at the date of this Explanatory Memorandum 

(a) Directors of the Company 

Name Number of Shares Number of Options 

Nicholas Limb 3,285,317 1,500,000 

Jeffrey Williams 1,878,189 1,500,000 

Martin Ackland 1,056,918 1,500,000 

David Isles 170,892 500,000 

Robert Danchin Nil 1,000,000 

Clever Fonseca Nil 1,000,000 

Murray Grant* Nil Nil 

Oliver Lennox-King Nil 1,000,000 

* Note: Murray Grant is a Partner of Actis LLP which, at the date of this Explanatory Memorandum, holds 6.085% of the 

Company's Shares. 

(b) Directors (and proposed directors) of Teranga 

Name Number of Shares Number of Options 

Alan Hill Nil Nil 

Richard Young Nil Nil 

Oliver Lennox-King Nil 1,000,000 

 

If, as currently expected, 160,000,080 Teranga Shares are distributed in specie to Shareholders as part of 
the Demerger Proposal (ie. 80% of the 200,000,100 Teranga Shares which the Company is expected to 
hold on the date of the In Specie Distribution), and assuming that the Directors of the Company and the 
directors of Teranga do not subscribe for any Teranga Shares under the Teranga IPO or are not otherwise 
issued or transferred any Teranga Shares, then the Directors of the Company and the directors (and 
proposed directors) of Teranga will hold the following Teranga Shares following completion of the IPO: 
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Number of Teranga Shares following completion of the Teranga IPO 

(a) Directors of the Company 

Name Number of Teranga Shares 

Nicholas Limb 866,779 

Jeffrey Williams 495,530 

Martin Ackland 278,851 

David Isles 45,087 

Robert Danchin Nil 

Clever Fonseca Nil 

Murray Grant* Nil 

* Note: Murray Grant is a Partner of Actis LLP which, at the date of this Explanatory Memorandum, holds 6.085% of the 

Company's Shares. 

(b) Directors (and proposed directors) of Teranga 

Name Number of Teranga Shares 

Alan Hill Nil 

Richard Young Nil 

Oliver Lennox-King Nil 

 

The above tables assume that the Directors (as well as the directors and proposed directors of Teranga) 
do not exercise Options, and are not issued new Shares and do not acquire additional Shares or dispose 
of any Shares, between the date of this Explanatory Memorandum and the Record Date.  However, it is 
possible that one or more of the Directors will exercise some or all of their Options or otherwise acquire 
or dispose of Shares.  The tables above should not be read as a statement of intention that the Directors 
(as well as the directors and proposed directors of Teranga) do not intend to exercise any Options they 
may hold or otherwise acquire additional Shares between the date of this Explanatory Memorandum and 
the Record Date.  

As noted in section 8.46, it is expected that the directors of Teranga will be granted Teranga Options 
following completion of the Teranga IPO. 

12. Taxation implications  
12.1 Introduction 

The following summary is intended only as a general outline of the Australian income tax consequences 
for Shareholders who participate in the In Specie Distribution and Share Consolidation. 

The summary is not intended to constitute advice and should not be relied upon as such.  All 
Shareholders who participate in the In Specie Distribution and Share Consolidation should seek their 
own independent legal and taxation advice based upon their specific circumstances. 

This summary is relevant for persons or entities who hold their Shares on capital account.  The income 
tax consequences may differ where the Shares are held on revenue account, as trading stock or as part of 
a profit-making undertaking or scheme, or where Shareholders are insurance companies, financial 
institutions, tax-exempt organisations or temporary residents. 
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This summary is based upon Australian income tax law in force at the date of this Explanatory 
Memorandum.  Should there be any amendment to the tax law between the date of the Explanatory 
Memorandum and the date of the capital reduction and In Specie Distribution, the implications below 
may change. 

12.2 Class Ruling Request 

The Company has lodged a Class Ruling request with the Australian Taxation Office (ATO) seeking the 
Commissioner of Taxation's views on specific income tax issues for Shareholders, including whether 
Shareholders will be entitled to capital gains tax and dividend relief in respect of the In Specie 
Distribution. 

If any statements in this section 12 are the subject of the Class Ruling request, this will be noted where 
relevant. 

The Class Ruling has not been issued by the ATO as at the date of this Explanatory Memorandum.  
When published, the Class Ruling will be available on the ATO website at www.ato.gov.au and the 
Company will make an ASX announcement. 

The Company anticipates that the Commissioner's views to be expressed in the Class Ruling will be 
generally consistent with the opinion in this section 12.  However, it is possible that the Commissioner 
may reach a different conclusion.  Accordingly, it is important for this section 12 to be read in 
conjunction with the final Class Ruling issued by the ATO. 

12.3 Resolution 4 – Disposal of major asset 

There should be no Australian income tax implications for the Shareholders of Resolution 4.   

12.4 Resolution 5 - Capital Reduction and In Specie Distribution 

Resolution 5 proposes that the Company will undertake a capital reduction without cancelling any 
shares.  The resulting liability from the capital reduction will be satisfied by way of an in specie 
distribution of Teranga shares to the Shareholders. 

For income tax purposes, the Shareholders must treat the receipt of the In Specie Distribution as a return 
of capital (without cancellation of shares) to the extent that the amount is debited to the Company's share 
capital account and a dividend to the extent that the market value of the property exceeds the amount 
debited to the share capital account of the Company. 

The Company is in the process of seeking a Class Ruling from the Australian Taxation Office 
confirming that the Shareholders are entitled to CGT demerger relief and that the Shareholders are 
entitled to dividend relief.  This Class Ruling is expected to confirm the Company's approach to splitting 
the value of the in specie distribution between capital and dividend components.   

This summary assumes that the ruling will confirm:  

• the Shareholders are entitled to CGT demerger relief; 

• the Shareholders are entitled to dividend relief;  

• the Company's split of the value of the In Specie Distribution between capital and a dividend; 
and 

• the Commissioner will not seek to apply any integrity rules to disallow the CGT relief or 
dividend relief for the Shareholders. 
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Australian resident Shareholders 

Treatment of return of capital component 

Where the conditions for CGT demerger relief are satisfied and Shareholders choose to obtain roll-over 
relief, Shareholders may disregard any capital gain derived from the In Specie Distribution. 

The Shareholders must spread the original cost base in their Shares over the new Teranga shares and 
their existing Shares, on the basis of the relative market values of the new Teranga shares and the 
Shares.  

The Company will provide Shareholders a basis for apportionment as soon as practicable after the 
demerger is effected. 

Shareholders will be taken to have acquired their Teranga shares on the date they acquired their 
corresponding Shares, rather than the date of the demerger, for the purposes of working out any future 
entitlement to the CGT discount. 

If CGT demerger relief was not available, the Capital Reduction would give rise to a CGT event for the 
Shareholders and: 

• where the capital proceeds from the Capital Reduction exceed the Shareholder's cost base in the 
Shares, the Shareholder would derive a capital gain; or 

• where the capital proceeds from the Capital Reduction are less than the Shareholder's cost base 
in the Shares, the Shareholder's cost base in the Shares would be reduced accordingly. 

Treatment of dividend component 

In addition to CGT relief, there is an automatic relief for demerger dividends where a restructure 
satisfies the requirements under Division 125 of the Income Tax Assessment Act 1997 (Cth) and, 
broadly, at least 50% of the market value of assets owned (directly or indirectly) by Teranga will be 
used in a business carried on following the demerger. 

The dividend relief provides that a dividend from a demerger which satisfies the requirements for 
demerger relief is non assessable non exempt income of the recipient.  

If demerger relief was not available, the dividends would be assessable income of the recipient and taxed 
at the recipient's marginal rate. 

Non resident Shareholders 

On the basis that the underlying assets of the Company do not consist of interests in Australian real 
property, then the Australian income tax implications for non-resident Shareholders should be as 
follows: 

• the non-resident Shareholders will disregard any capital gain or loss on the Capital Reduction 
and In Specie Distribution; and 

• where the conditions for demerger relief are satisfied, no dividend withholding tax is payable. 

The dividend component would be subject to dividend withholding tax if the demerger conditions were 
not satisfied. 
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12.5 Resolution 6 - Share Consolidation 

Resolution 6 seeks to consolidate the Company’s share capital into a smaller number in a ratio of 1 share 
for every 10 shares held.  The Australian income tax consequences of the share consolidation will be as 
follows: 

• the share consolidation should not be a CGT event;  

• the cost base of each consolidated share will be equal to the sum of the corresponding cost bases 
of the constituent shares; and 

• the consolidated shares have the same acquisition time for income tax purposes as the pre-
consolidation shares. 

13.  The Company's operations following the demerger 
13.1 The rights attaching to the Shares will not be altered by the Capital Reduction and Share Consolidation.  

The Company's business, assets and operations 

13.2 Following the demerger of the Sabodala gold operation from the Company and the IPO and listing of 
Teranga, the Company will continue to be led by the existing senior management team and have as its 
key assets: 

• The Grande Côte mineral sands project – with its financing and development (at a current 
estimated cost of US$406 million) being the primary focus of management; 

• shareholding in Teranga of approximately 17% (assuming the Teranga IPO is fully subscribed 
and there is no over-allotment); and 

• cash from existing cash reserves, and such additional cash as is repaid from the IPO proceeds in 
respect of the intercompany loan between the Company and Teranga (and is thereafter repaid by 
Teranga in respect of loan agreement with the Company following completion of the IPO) (refer 
section10.3). 

13.3 A pro forma consolidated balance sheet for the Company, following completion of its disposal of the 
Sabodala gold operation and the Oromin Shares and following the In Specie Distribution (as if they were 
effected as at 30 June 2010) is set out in section 5.10. 

13.4 Subject to satisfactory progression of the Grande Côte mineral sands project, a substantial part of the 
moneys received by the Company in respect of the intercompany loan amount of C$50 million payable 
by Teranga upon or following completion of Teranga's IPO (refer section 10.3), and the proceeds 
obtained from any subsequent sell down of the Company's residual interest in Teranga, will be applied 
towards the financing of the Grande Côte project.  

13.5 The Grande Côte mineral sands project is located on a coastal mobile dune system starting about 80km 
north east of Dakar and extending north for more than 100km. The mineralised dune system averages 
4km in width. The project area is 445.7km2 and the main heavy mineral deposits identified to date are 
Diogo, Mboro, Fass Boye and Lompoul.  

13.6 As is the case with the Sabodala gold operation, the government of the Republic of Senegal holds a 10% 
free carried interest in the Grande Côte mineral sands project. 

13.7 This project has significant transport advantages and is in close proximity to end markets. With an 
estimated mine life of several decades, this project promises to produce strong cash flows for many 
years (the Company has been granted a 25 year mine lease).  
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Definitive Feasibility Study 

13.8 A Definitive Feasibility Study (DFS) for the Grande Côte mineral sands project was completed in June 
2010 and considered all material aspects related to development of the project, including mining, 
metallurgical, processing and engineering, marketing, economics, and social and environmental. 

13.9 Key highlights of the DFS are: 

Mine Path A mine dredge path for the first 14 years of the operation has been 
developed which has yielded a proved and probable Ore Reserve estimate of 
751 million tonnes of 1.8% heavy mineral (HM) 

Capital Cost The capital cost (including contingency) is estimated at US$406 million 

Production Zircon and ilmenite output would represent approximately 7% and 10% 
respectively of world production, which together with the high quality of the 
zircon, makes the Project of international significance 

Internal Rate of Return 
and Payback Period 

The IRR based on the first 14 years of operation only (with no terminal 
value) is 21% and the projected payback period is approximately 5 years 
after operations commence – confirming the Project’s attractive economics 

 

13.10 Other highlights of the DFS are: 

• The ore body characteristics comprise free flowing sands, a consistent grain size, no overburden, 
minor vegetation, minimal slimes, and no hard lenses – thereby limiting operating costs. 

• The ore body size and characteristics provide for a large scale dredge operation, mining 
approximately 55 million tonnes per annum, and conventional processing technology. 

• With a dredge path for the first 14 years covering an area approximately 40% of the mine lease, 
an additional 10 or more years of mine life beyond the current Ore Reserves is considered 
feasible subject to additional drilling. 

• Testwork on a series of bulk samples has determined that the Project can yield a high quality 
zircon product plus a saleable ilmenite product, along with small amounts of rutile and leucoxene. 
Average annual production rates are projected at approximately 80,000 tonnes of zircon, 575,000 
tonnes of ilmenite, 6,000 tonnes of rutile, and 11,000 tonnes of leucoxene. 

• Grande Côte is planned to enter the market in 2013 and consultancy group TZMI is forecasting 
that the zircon market dynamics from 2012 will be increasingly dominated by tight supply, with 
the degree of undersupply dependent on the success of bringing new projects into operation. 
From 2015 onwards the expectation is for a widening deficit, mainly as a result of major losses of 
production from existing suppliers and a lack of new projects entering the market. 

• A premium price for the zircon product is anticipated as a result of (1) its high quality, (2) the 
close proximity of the Port of Dakar to the important European and North American markets, and 
(3) the utilisation of container shipments to sell small lots into a range of niche markets and 
which allow for just-in-time inventories for customers. 

• Cash operating costs are projected to average approximately US$75 million annually. 

• A high level project development schedule has construction commencing in the third quarter of 
2011, a completion date for initial commissioning during the first quarter of 2013 and for first 
sales products to be produced by June 2013. 

13.11 MDL’s interest in the Grande Côte mineral sands project is held by Grande Côte Operations SA, a 
Senegalese registered company, which is 90% indirectly owned by MDL and 10% owned by the 
Government of the Republic of Senegal, as a non-contributory interest. 

13.12 It is currently intended that the Company will retain its listing on ASX and TSX. 



 

 page 58 
 

14. Resolution 6  – Share consolidation 
Background 

14.1 This Resolution seeks to consolidate the Company’s share capital into a smaller number in a ratio of 
1 share for every 10 shares held.  

14.2 If passed, and assuming no additional Shares are issued between the date of this Explanatory 
Memorandum and the Share Consolidation Record Date, this will result in the issued capital of the 
Company reducing from 606,441,673 shares to approximately 60,644,160 shares. Individual holdings 
will be reduced in accordance with the consolidation ratio.   

14.3 The Board believes that following the spin-off of the Sabodala gold operation, the Share Consolidation 
will be necessary to establish a share price that is more appropriate for a listed entity of the Company’s 
size and operations.   

14.4 As the consolidation applies equally to all Shareholders (subject only to the rounding of fractions), it 
will have no material effect on the percentage interest of each member in the Company. Furthermore, 
the aggregate value of each Shareholder’s proportional interest in the Company should not materially 
change solely as a result of the consolidation (the only changes will be immaterial due to rounding).  

14.5 Theoretically, the market price of each Share following the consolidation should increase 10 times its 
post-Sabodala gold operation spin-off value. In reality, the actual effect on the per Share market price 
will depend on a number of factors outside the control of the Company, and the market price following 
consolidation may be higher or lower than the theoretical post-consolidation price. 

14.6 The Directors believe that the consolidation is fair and reasonable to the Shareholders as a whole, and 
that it will not prejudice the Company’s ability to pay its creditors.  

Legal requirements 

14.7 The proposed consolidation requires Shareholder approval by ordinary resolution under section 254H of 
the Corporations Act.  

Record Date/Timetable  

14.8 The Record Date for the Share Consolidation will be the same date as the Record Date for the Capital 
Reduction by way In Specie Distribution.  The flexibility regarding the setting of the Record Date, and 
the need for such flexibility, is explained in sections 6.16 to 6.18.  

Directors' recommendation – Resolution 6  

14.9 The Directors recommend that you vote in favour of Resolution 6.  All of the Directors entitled to vote 
on Resolution 6 intend to vote in favour of Resolution 6.  

15. Resolution 7 – Modification to the Constitution  
15.1 It is also proposed that the Constitution of the Company be modified to provide for Australian 

Shareholders to be able to receive CDIs in relation to Teranga Shares pursuant to the In Specie 
Distribution.  This is relevant having regard to the current proposal that Teranga be listed on ASX.  If 
Resolution 7 is passed and the Demerger Proposal proceeds, the Company intends to arrange for 
Australian Shareholders to receive CDIs in respect of Teranga Shares so that they may readily trade in 
Teranga securities on ASX. 

15.2 CDIs are depositary interests in securities traded electronically on ASX through the CHESS system in 
the same manner as other ASX-listed securities.  CDI holders who wish to trade in Teranga Shares on 
ASX should contact a broker able to trade on ASX.   
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15.3 Settlement of trading of quoted securities on ASX takes place on CHESS, which is ASX’s electronic 
transfer and settlement system. CHESS allows for and requires the settlement of transactions in 
securities quoted on ASX to be effected electronically. No share or security certificates are issued in 
respect of shareholdings or security holdings which are quoted on ASX and settled on CHESS, nor is it a 
requirement for transfer forms to be executed in relation to transfers which occur on CHESS.  On the 
IPO of Teranga, it will not be possible for Teranga Shares to be settled electronically on CHESS. 
Accordingly, CDIs will be created and issued to enable Australian shareholders to trade on ASX. 

15.4 That is, it will be appropriate for a Shareholder whose registered address is in Australia to have the 
Teranga Shares that would be ordinarily transferred to them as part of the Capital Reduction to be 
transmutated to CDIs so that Australian Shareholders may trade their Teranga Shares on ASX.  The 
proposed modifications to the Constitution of the Company provide for the Company to be able to 
satisfy its obligations in respect of the In Specie Distribution by transferring CDIs in respect of Teranga 
Shares to Australian Shareholders. 

15.5 CDIs in respect of Teranga Shares may also be transmutated back to Teranga Shares at any time by the 
CDI holder notifying Teranga's share registrar.  Given that Teranga is a Canadian company, the Teranga 
Shares themselves will not be able to be used to clear and settle trades of Teranga Shares on ASX 
because the laws of Teranga's place of incorporation, Ontario, Canada do not recognise paperless 
transfers of shares through CHESS.  In order to enable companies in Canada and other non-CHESS 
jurisdictions to list their securities on ASX, ASX has developed CHESS Depositary Interests or 'CDIs'.  
Once CDIs in respect of Teranga Shares have been transmutated into Teranga Shares, those Teranga 
Shares will not be able to be used to clear and settle trades of Teranga Shares on ASX.  Delivery 
obligations in respect of trades of Teranga Shares on ASX are satisfied by the delivery of corresponding 
CDIs rather than shares themselves. 

15.6 As noted above, 'CHESS' (which is an acronym for the Clearing House Electronic Subregister System) 
is an electronic subregister system used by ASX to facilitate the efficient transfer of legal title and 
settlement of market transactions by providing irrevocable transfer of ownership and cleared funds 
without using paper documentation. 

15.7 A listed entity can only trade its securities through CHESS if the laws applicable to the listed entity 
permit CHESS to be used for holding legal title to securities.  At present, the laws of Ontario, Canada do 
not allow CHESS to be used for transferring legal title to securities.   

15.8 ASX developed CDIs to enable companies incorporated in places such as Canada to list their securities 
on ASX.  A CDI is a beneficial interest in a share or other security issued by a foreign company.  The 
underlying security is issued to, and is legally held by, an Australian depositary entity for the benefit of 
the CDI holder.  In the case of Teranga Shares, the ratio of CDIs to the underlying securities will be one-
for-one.  The depositary services are proposed to be provided by CHESS Depositary Nominees Pty Ltd 
(CDN), a subsidiary company of ASX. 

15.9 While CDI holders do not have legal title to the underlying Teranga Shares to which the CDIs relate, 
they do have beneficial ownership of the underlying shares as well as legal and beneficial ownership of 
the CDIs, and holders of CDIs have all the direct economic and other benefits of holding the underlying 
securities, other than voting rights.  In this regard, CDN, as the registered holder of the Teranga Shares, 
has the legal right to vote.  However, CDN must only do so in accordance with the directions of the CDI 
holder.  Alternatively, if a holder of a Teranga CDI wishes to attend and vote at Teranga shareholder 
meetings, they may instruct CDN to appoint the holder of the CDI (or a person nominated by the holder 
of the CDI) as CDN’s proxy for the purposes of attending and voting at a Teranga shareholder meeting. 

15.10 CDI holders are not registered as shareholders of the company in relation to the CDIs they hold.  Only 
CDN will appear on the Teranga share register for the underlying Teranga Shares.  They will, however, 
be registered as CDI holders on a separate register maintained by Teranga or its registrar. 

15.11 As a special resolution, Resolution 7 will only be passed if at least 75% of the votes cast by 
Shareholders entitled to vote on Resolution 7 are in favour of Resolution 7. 
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Directors' recommendation – Resolution 7  

15.12 The Directors recommend that you vote in favour of Resolution 7.  All of the Directors entitled to vote 
on Resolution 7 intend to vote in favour of Resolution 7.  

16. Resolution 8 – Issue of Shares on 31 August 2010 
16.1 ASX Listing Rule 7.4 provides that an issue of securities made without the approval of the shareholders 

under ASX Listing Rule 7.1 will be treated as having been made with that approval for the purposes of 
ASX Listing Rule 7.1 if the issue of the securities did not breach ASX Listing Rule 7.1 at the time of 
issue and the holders of ordinary securities subsequently approve the issue of the securities. 

16.2 Resolution 8 relates to the approval of the issue of 24,870,335 Shares to the vendors of the Oromin 
Shares acquired by MDL Gold and 994,813 Shares to GMP Securities Ltd, which acted as financial 
adviser to the Company on the acquisition, on 31 August 2010, such that the issue of those Shares will 
be treated as having been made with the approval of Shareholders for the purposes of ASX Listing Rule 
7.1.  The effect of the approval under ASX Listing Rule 7.4 is that the Shares issued on 31 August 2010 
to the vendors of the Oromin Shares and to GMP Securities Ltd will not count in the 15%/12 month 
calculation under ASX Listing Rule 7.1 and will therefore not impact on the Company's alibility to issue 
equity securities (up to the 15% limit) at any time in the next 12 months. 

16.3 ASX Listing Rule 7.5 requires the following information to be included in the Notice of Special and 
Annual General Meeting and Explanatory Memorandum in respect of the issue of the Shares on 
31 August 2010. 

The number of Shares issued and allotted 

16.4 The number of Shares allotted and issued on 31 August 2010 was 25,865,148 Shares.  Of these Shares, 
24,870,335 were allotted and issued to the vendors of the Oromin Shares and 994,813 Shares were 
allotted and issued to GMP Securities Ltd. 

The price at which Shares were issued 

16.5 These Shares were issued in consideration for the acquisition by MDL Gold of 18,699,500 common 
shares in Oromin and, in the case of the Shares issued to GMP Securities, for the financial advice 
provided to the Company in respect of MDL Gold's purchase of the Oromin Shares.  Although no 
monetary consideration was received by the Company for the issue of these Shares, an issue price of 
A$0.93 was ascribed by the Company to each of the 25,865,148 Shares issued. 

The terms of the Shares 

16.6 The 25,865,148 Shares issued on 31 August 2010 rank equally in all respects with all other existing 
Shares. 
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The names of the allottees of the Shares 

16.7 The names of the allottees of the Shares, and the number of Shares allotted and issued to each allottee, 
are set out in the table below: 

Allottee Number of Shares allotted

Earth Exploration Fund UI 4,009,285

Earth Gold Fund UI 4,777,360

Colonial First State Asset Management (Australia) Limited 1,300,075

Colonial First State Asset Management (Australia) Limited 1,692,425

Hadron Master Fund 8,312,500

Praxient Jaguar Fund Limited 792,680

NewGen Mining Fund LP 50,274

NewGen Mining Fund SPC 481,726

Libra Fund LP 2,902,060

Libra Offshore Master Fund LP 551,950

GMP Securities Ltd 994,813

 

The use (or intended use) of the funds raised 

16.8 No moneys were raised by the Company in its issue of the 25,865,148 Shares.  As noted above, these 
Shares were issued in consideration for the purchase of 18,699,500 Oromin Shares by MDL Gold and 
financial advice received by the Company in respect of the purchase of these Oromin Shares.   

Directors' recommendation – Resolution 8  

16.9 The Directors recommend that you vote in favour of Resolution 8.  All of the Directors entitled to vote 
on Resolution 7 intend to vote in favour of Resolution 8.  

17. Board recommendation 
17.1 You are urged to consider carefully all of this material, determine how you wish to vote and cast your 

vote accordingly. 

17.2 For the reasons set out in the Explanatory Memorandum, your Directors (other than Dr David Isles in 
respect of Resolution 2, Mr Martin Ackland in respect of Resolution 3 and Mr Oliver Lennox-King in 
respect of Resolutions 4 and 5) unanimously recommend the approval of the proposed Resolutions and 
encourage Shareholders to vote IN FAVOUR OF each of the Resolutions set out in the accompanying 
Notice of Special and Annual General Meeting.  Dr Isles makes no recommendation in respect of 
Resolution 2 as this pertains to his re-election as a Director, Mr Ackland makes no recommendation in 
respect of Resolution 3 as this pertains to his re-election as a Director and Mr Lennox-King makes no 
recommendation in respect of Resolutions 4 and 5 because he is a director of Teranga. 
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Glossary and interpretation 

In this Notice of Special and Annual General Meeting and Explanatory Memorandum, the following terms have 
the following meanings: 

ASIC Australian Securities and Investments Commission 

ASX ASX Limited ABN 98 008 624 691 or, if the context requires, the financial 
market operated by it 

ASX Listing Rules the listing rules of ASX 

ASX Settlement 
Operating Rules 

the settlement operating rules of ASX Settlement Pty Limited 
ABN 49 008 504 532 

Board the board of directors of the Company 

Capital Reduction the capital reduction the subject of Resolution 5 

CDIs  CHESS depositary interests 

Company Mineral Deposits Limited ABN 19 064 377 420 

Computershare Computershare Investor Services Pty Ltd ABN 48 078 279 277 

Constitution the constitution of the Company 

Corporations Act The Corporations Act 2001 (Cth) of Australia 

Demerger Proposal the demerger of the Sabodala gold operation from the Company and the 
transfer of the Sabodala gold assets to Teranga, to be given effect by the 
passing of Resolutions 4 and 5 

Director a director of the Company from time to time 

Explanatory 
Memorandum 

this Explanatory Memorandum, which forms part of the Notice of Special 
and Annual General Meeting 

In Specie Distribution the proposed in specie distribution by the Company to Shareholders (on a 
proportional basis) of not less than 80% of the Teranga Shares held by the 
Company following the disposal of the Sabodala gold operation to Teranga 
under section 256C of the Corporations Act and pursuant to Resolution 5 

IPO the initial public offering of Teranga Shares in Canada and Australia 
pursuant to a prospectus to be filed with the Canadian Securities Regulatory 
Authorities and a separate prospectus to be lodged in Australia with ASIC 

MDL Mineral Deposits Limited ABN 19 064 377 420 

MDL Gold MDL Gold Limited, a wholly-owned subsidiary of the Company 

Notice of Special and 
Annual General 
Meeting 

the notice of special and annual general meeting dated 11 October 2010 
referred to in, and which accompanies, this Explanatory Memorandum 

Oromin Oromin Explorations Ltd., a company registered in Canada 

Oromin Shares means 18,699,500 common shares in Oromin which, at the date of this 
Explanatory Memorandum, are held by MDL Gold. 
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Prospectus the prospectus issued by the Company in relation to the Teranga Shares 
proposed to be distributed in specie to the Shareholders dated the same date 
as, and accompanying, this Notice of Special and Annual General Meeting 
and Explanatory Memorandum 

Proxy Form the proxy form attached to and forming part of this Notice of Special and 
Annual General Meeting 

Record Date 
 

the record date in respect of the In Specie Distribution and the Share 
Consolidation and has the meaning given in Resolution 5 

Resolution a resolution referred to in the Notice of Special and Annual General Meeting 

Share a fully paid ordinary share in the capital of the Company  

Share Consolidation the share consolidation the subject of Resolution 6 

Shareholder (a) a person registered on the Company's share register as a member of 
the Company; and 

(b) when used in respect of the Capital Reduction, means a person 
registered on the Company's share register as a member of the 
Company on the Record Date. 

Special and Annual 
General Meeting 

the special and annual general meeting of the Company scheduled to be held 
on Tuesday, 9 November 2010 

Teranga Teranga Gold Corporation, a registered Canadian company which, at the date 
of this Explanatory Memorandum, is a subsidiary of the Company 

Teranga Articles the Articles of Incorporation of Teranga  

Teranga Options options giving the holder the right, but not the obligation, to subscribe for 
Teranga Shares 

Teranga Shares fully paid common shares in the capital of Teranga 

Trading Day has the meaning given to that term in the ASX Listing Rules  

TSX Toronto Stock Exchange  

 

In this Explanatory Memorandum and the Notice of Special and Annual General Meeting, unless the context 
otherwise requires: 

(a) the singular includes the plural and vice versa and words importing one gender include other genders; 

(b) terms defined in the Corporations Act as at the date of this Explanatory Memorandum have the 
meanings given to them in the Corporations Act at that date; 

(c) a reference to a statute of any parliament or any section, provision or schedule of a statute of any 
parliament includes a reference to any statutory amendment, variation or consolidation of the statute, 
section, provision or schedule and includes all statutory instruments issued under the statute, section, 
provision or schedule; 

(d) a reference to a person includes any company, partnership, joint venture, association, corporation or 
other body corporate and vice versa; 

(e) a reference to a Section or Schedule is a reference to a part of this Explanatory Memorandum and a 
reference to this Explanatory Memorandum includes any schedules; and 

(f) headings and bold type are used for reference only.
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Lodge your vote:

Online:
www.investorvote.com.au

By Mail:
Computershare Investor Services Pty Limited
GPO Box 242 Melbourne
Victoria 3001 Australia

Alternatively you can fax your form to
(within Australia) 1800 783 447
(outside Australia) +61 3 9473 2555

For Intermediary Online subscribers only
(custodians) www.intermediaryonline.com

For all enquiries call:
(within Australia) 1300 850 505
(outside Australia) +61 3 9415 4000

Proxy Form

For your vote to be effective it must be received by 10.30am (Melbourne time) Sunday 7 November 2010

How to Vote on Items of Business
All your securities will be voted in accordance with your directions.

Appointment of Proxy
Voting 100% of your holding:  Direct your proxy how to vote by
marking one of the boxes opposite each item of business. If you do
not mark a box your proxy may vote as they choose. If you mark
more than one box on an item your vote will be invalid on that item.

Voting a portion of your holding:  Indicate a portion of your
voting rights by inserting the percentage or number of securities
you wish to vote in the For, Against or Abstain box or boxes. The
sum of the votes cast must not exceed your voting entitlement or
100%.

Appointing a second proxy:  You are entitled to appoint up to two
proxies to attend the meeting and vote on a poll. If you appoint two
proxies you must specify the percentage of votes or number of
securities for each proxy, otherwise each proxy may exercise half of
the votes. When appointing a second proxy write both names and
the percentage of votes or number of securities for each in Step 1
overleaf.

Signing Instructions for Postal Forms
Individual:  Where the holding is in one name, the securityholder
must sign.
Joint Holding:  Where the holding is in more than one name, all of
the securityholders should sign.
Power of Attorney:  If you have not already lodged the Power of
Attorney with the registry, please attach a certified photocopy of the
Power of Attorney to this form when you return it.
Companies:  Where the company has a Sole Director who is also
the Sole Company Secretary, this form must be signed by that
person. If the company (pursuant to section 204A of the Corporations
Act 2001) does not have a Company Secretary, a Sole Director can
also sign alone. Otherwise this form must be signed by a Director
jointly with either another Director or a Company Secretary. Please
sign in the appropriate place to indicate the office held. Delete titles
as applicable.

Attending the Meeting
Bring this form to assist registration. If a representative of a corporate
securityholder or proxy is to attend the meeting you will need to
provide the appropriate “Certificate of Appointment of Corporate
Representative” prior to admission. A form of the certificate may be
obtained from Computershare or online at www.investorcentre.com
under the information tab, "Downloadable Forms".

Comments & Questions:  If you have any comments or questions
for the company, please write them on a separate sheet of paper and
return with this form.

GO ONLINE TO VOTE,
or turn over to complete the form

A proxy need not be a securityholder of the Company.

Control Number: 999999

SRN/HIN: I9999999999 PIN: 99999

www.investorvote.com.au
Vote online or view the annual report, 24 hours a day, 7 days a week:

Cast your proxy vote

Access the annual report

Review and update your securityholding

Your secure access information is:

PLEASE NOTE:  For security reasons it is important that you keep your
SRN/HIN confidential.
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Change of address. If incorrect,
mark this box and make the
correction in the space to the left.
Securityholders sponsored by a
broker (reference number
commences with ’X’) should advise
your broker of any changes.

Proxy Form Please mark to indicate your directions

Appoint a Proxy to Vote on Your Behalf

I/We being a member/s of Mineral Deposits Limited hereby appoint

the Chairman
OR

PLEASE NOTE: Leave this box blank if
you have selected the Chairman of the
Meeting. Do not insert your own name(s).

or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the Meeting, as my/our proxy
to act generally at the meeting on my/our behalf and to vote in accordance with the following directions (or if no directions have been given, as
the proxy sees fit) at the Annual General Meeting of Mineral Deposits Limited to be held at "Morgans at 401", 401 Collins Street, Melbourne
Victoria, Australia on Tuesday, 9 November 2010 at 10.30am (Melbourne time) and at any adjournment of that meeting.

Items of Business PLEASE NOTE: If you mark the Abstain  box for an item, you are directing your proxy not to vote on your
behalf on a show of hands or a poll and your votes will not be counted in computing the required majority.

Signature of Securityholder(s) This section must be completed.

Individual or Securityholder 1 Securityholder 2 Securityholder 3

Sole Director and Sole Company Secretary Director Director/Company Secretary

Contact
Name

Contact
Daytime
Telephone Date

The Chairman of the Meeting intends to vote undirected proxies in favour of each item of business.

of the meeting
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/           /

XX

1. Adoption of Remuneration Report

2. Re-election of David John Isles

3. Re-election of Martin Clyde Ackland

4. Disposal of Major Asset and IPO of Teranga

5. Capital Reduction and In Specie Distribution

6. Share Consolidation

7. Modification to the Constitution

8. Issue of Shares



Dear Securityholder,

We have been trying to contact you in connection with your securityholding in Mineral Deposits Limited. Unfortunately,
our correspondence has been returned to us marked “Unknown at the current address”. For security reasons we have
flagged this against your securityholding which will exclude you from future mailings, other than notices of meeting.

Please note if you have previously elected to receive a hard copy Annual Report (including the financial report, directors’
report and auditor’s report) the dispatch of that report to you has been suspended but will be resumed on receipt of
instructions from you to do so.

We value you as a securityholder and request that you supply your current address so that we can keep you informed
about our Company. Where the correspondence has been returned to us in error we request that you advise us of this so
that we may correct our records.

You are requested to include the following;

> Securityholder Reference Number (SRN);
> ASX trading code;
> Name of company in which security is held;
> Old address; and
> New address.

Please ensure that the notification is signed by all holders and forwarded to our Share Registry at:

Computershare Investor Services Pty Limited
GPO Box 2975
Melbourne Victoria 3001
Australia

Note: If your holding is sponsored within the CHESS environment you need to advise your sponsoring
participant (in most cases this would be your broker) of your change of address so that your records with CHESS
are also updated.

Yours sincerely

Mineral Deposits Limited
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TO PROVIDE YOUR INFORMATION VISIT:
www.computershare.com.au/easyupdate/mdl
or call 1300 308 185
FOR ALL ENQUIRIES
(within Australia) 1300 850 505
(outside Australia) +61 3 9415 4000
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